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Abstract

Street trading is a relatively recent phenomenon that has changed the face of many South African cities and poses a challenge to the old economic order.  Countrywide, cities have been transformed by the arrival of street traders in the 1990s who sell their wares in public squares and heavily frequented streets in the city center.

There are contrasting views with regard to street trading in South Africa. On the one hand, street trading is seen as a source of entrepreneurship and a solution to slow job creation.  On the other hand, it is a threat to law and order in the cities and causes obstructions on pavements and traffic congestions.

Due to unemployment crisis in South Africa, South Africans are being encouraged to be more entrepreneurial.  In fact, some of the unemployed become self-employed in order to earn a living and not necessarily that they are entrepreneurs.  These people enter the entrepreneurial marketplace without the prerequisite motivation to be entrepreneurs.  These new entrants may be lacking in risk-taking attitude, vision, organizational skills and some of the necessary imperatives for successful entrepreneurial activity.  Often the self-employed individuals who lack the entrepreneurial traits prefer taking up full time jobs as employees to running a business.

Meanwhile, the government targets entrepreneurship development policies at people who become self-employed irrespective of whether or not they are entrepreneurial.   It may therefore be argued why should fiscal resources be channeled to this sector if there are no positive social returns. 

The objective of this study was to explore the extent to which the street trading sector in the Port Elizabeth central business district (CBD) is entrepreneurial.   The aim was also to establish whether certain demographic variables such as gender, nationality, and education had any influence on the entrepreneurial activities of the street traders in the Port Elizabeth CBD.  The study also looks at whether or not the capital sources have any significant influence on the profitability of the street trading businesses.

1
Introduction

The concept “informal sector” originated from observation (in the early 1970s), that the modern sector (particularly manufacturing) was unable to absorb a growing surplus of manpower in developing countries (levin 1994:29).  Earning opportunities outside the formal or modern sector had therefore to be found to ensure survival for the unemployed.  Since then the term ‘informal sector’ evolved as a generic and practical term covering all survival efforts employed by the poor and the unemployed outside the formal sector.  These survival activities include hawking, dressmaking, the selling of food and groceries at what is generally known in the townships as spaza shops, drug peddling, the running of shebeens, etc.

Urban informal sector growth in South Africa was rapid during the 1980s.  This was mainly due to the fact that the feature of relatively easy access to the lowest grade occupations in the informal sector, provided a last resort for those displaced from the modern sector (Hugan 1990:114).  According to a published report by the International Labor Office (ILO 1990:ix), it was found that during the late 1980s more than three-quarters of the working population in developing countries eked out a meagre living outside the formal and regulated sector of society, without even enjoying a minimum level of social protection.

Such high levels of social deprivation and the consequent growth tendency in the informal sector, led to a reversal in the official attitudes towards the informal sector and a number of strategies have been advanced to improve the informal sector’s performance and profitability (World bank 1991:114).  These strategies focus on training and credit availability, as well as the provision of supporting services and infrastructure.  These types of recognition and assistance have further contributed to the rapid informal sector growth in especially the urban areas of most countries during the 1980s and early 1990s.

Nevertheless, in the light of the unemployment crisis nearing unprecedented proportions, the creation of jobs becomes an important issue. In an attempt to stimulate the economy and simultaneously create employment opportunities in South Africa, a need to encourage and enhance small, medium and micro- enterprises is vital.

2
The unemployment situation in South Africa
Eight years into the new democratic South Africa, socio-political pressure on the government of the day for improved housing facilities, employment opportunities, health facilities and quality education persists.  South Africa finds it increasingly difficult to meet the above needs (Lloyd & Horn, 2001:65). Unemployment has a major social and political impact as it contributes to poverty and induces people to engage in criminal activities in order to survive and to satisfy their basic needs (Cawker & Whiteford, 1993:i).

Unemployment in South Africa is remarkably high and is a matter of serious concern for its effects on economic welfare, production, erosion of human capital, crime and social instability.  The formal sector of the South African economy is unable to provide sufficient new job opportunities, with the result that more people are becoming unemployed, destitute and dependent upon the state and other members of society for assistance (Lloyd & Horn, 2001:63).

2.1     Unemployment in South Africa according to Statistics South Africa 

Statistics South Africa (previously Central Statistical Service) conducted an annual survey called the October Household Survey (OHS) from 1993 to 1999.  The original purpose of the October Household Surveys was to fill the gap that resulted from the suspension of the Population Survey amongst blacks in 1990 and amongst Coloureds and Asians in 1991 as well as the suspension of the related survey on the informal sector.  From 1994 the main purpose of the OHS was to collect Reconstruction and Development Programme (RDP) information with regard to households and individuals in the nine provinces.

Since 2000 Statistics South Africa has conducted the Labour Force Survey (LFS), which is specifically designed to measure the dynamics of employment and unemployment in South Africa.  The LFS is a twice-yearly rotating panel household survey, conducted in February and September.  The LFS measures a variety of issues related to the labour market, including unemployment rates.  There are two definitions of unemployment rates: the strict and the expanded definition.  The strict definition of unemployment is an official definition in terms of the standard definitions of the International Labour Organisation (ILO).   According to the strict definition, a jobless person is unemployed if he/she wants a job and has searched for it in the week before the survey.  However, according to the broad definition, a jobless person is unemployed even if he/she has not searched for a job in the previous week (Kingdon & Knight, 2001). 

For the purposes of this study, a broad definition of unemployment was used, because a job search may be passive.  An individual may be waiting to hear of job opportunities from his/her employed relatives or friends.  There may also be constraints to job searching, such as poverty, the high cost of job searching, and discouragement due to a long duration of joblessness and high local unemployment rates.

2.2
The unemployment rates: 1996 - 2001
Figure 1 below shows the unemployment trend from 1996 to 2001 according to Statistics South Africa.
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Based on the broad definition of unemployment, Statistics South Africa calculates the overall unemployment rate for 2001 to have been 41.5%, the highest since 1996 (figure 1).   The high and rising unemployment levels in South Africa are accompanied by an overall decline in employment levels (Viljoen & Levin, 2000:45).   

3      A crucial role of entrepreneurship in South Africa

Entrepreneurship is a process of creating value by bringing together a unique set of resources to exploit an opportunity (Maasdorp & Van Vuuren, 1998).  Entrepreneurship has three key underlying dimensions: innovativeness, calculated risk-taking, and proactiveness (Morris & Sexton, 1996). As such, entrepreneurship is a variable phenomenon, with different degrees at any point in time.   

The vital force behind the transformation of certain Eastern European economies into successful free enterprise societies has been due to entrepreneurship, while the so-called East Asian economic miracle has also been largely attributed to the establishment and growth of an enterprise culture.   
South Africa is in the process of transforming its institutional structures in virtually every sphere of societal activity.  The surrounding environment is characterized by high population growth and growing unemployment.  It is therefore imperative to give more attention to entrepreneurship.

However, there is little agreement as to what exactly constitutes the entrepreneurial sector. Many small businesses do not appear to be all that entrepreneurial, while examples of highly entrepreneurial behavior in some mid-sized and large corporations and non-profit organizations are commonly reported in the literature (e.g. Morris, Sexton & Lewis, 1993).

A particularly vexing question concerns the extent to which the informal street businesses in the Port Elizabeth CBD can be characterized as entrepreneurial.   It is generally assumed that the informal sector businesses provide little real economic growth or dynamism. Such businesses are often assumed inefficient, and survival-oriented whose proprietors would gladly take jobs in the formal sector were they available. 

4     The empirical study

4.1  Research Methodology

The empirical study comprised both structured & unstructured survey questionnaires as well as in-depth personal interviews with the owners of the informal street businesses in the Port Elizabeth CBD.    In this instance, the research methodology used in this study is both quantitative and qualitative (Babbie & Mouton, 2002).

4.2   Questionnaire design

The questionnaire consisted of two sections.   Section A included demographic details of the traders such as gender, nationality and levels of education.  Section B contained aspects of entrepreneurship such as sources of capital, reasons for starting a business, risk-taking, self-confidence, identification of market needs, determination, understanding of financial matters, ability to plan ahead, enthusiasm, independence, desire to be an achiever, ability to make things happen, problem-solving and decision making.  

4.3  Fieldwork

A census of the entire stalls operating in the Port Elizabeth CBD was taken and there were 73 stalls in total.  The fieldworkers interviewed the owners of the stalls.   A total number of 39 owners were interviewed.   The ownership of the stalls was as follows: 34 of the owners owned 2 stalls each (total = 68 stalls) and 5 owned 1 stall each (total =5 stalls). 

4.4 Presentation of research results 

TABLE 1 : DEMOGRAPHIC DETAILS
	DESCRIPTION
	% 

	GENDER : 

Males

Females       
	23 % (n=9)

77 % (n=30)



	CITIZENSHIP :

SA

Non-SA (Somalia,Zimbabwe,Malawi)
	90%(n=35)

10%(n=4)

	EDUCATION :

Formal : Primary School

              High School

None
	8%(n=3)

89%(n=35)

3% (n=1)

	REASONS FOR STARTING A BUSINESS:

Unemployment

Business opportunity

Enjoy business

Profit motive

Independence

Other (eg flexi time, hate working for a boss)
	82%(n=32)

5%(n=2)

3%(n=1)

3%(n=1)

3%(n=1)

5%(n=2)

	PREFER FORMAL JOB TO BUSINESS:

Yes

No
	59%(n=23)

41%(n=16)


TABLE 2 : BUSINESS

	DESCRIPTION
	 % 

	TYPES OF GOODS SOLD

Food (hot & cold)

Fruit & vege

Clothes

Accessories(cellphones,batteries,jewellery,cosmetics,bags & hats
	8% (n=3)

38%(n=15)

10%(n=4)

43%(n=17)

	PROFITABILITY

Highly profit

Low profit


	15%(n=6)

85%(n=33)

	CAPITAL SOURCES

Own capital

Other sources (family and friends)
	54%(n=21)

46%(n=18)


It is clear from table 1 that females dominate street trading in the Port Elizabeth CBD and that the majority of the traders are South Africans.  A large number  (89%) of the street trading business owners have been exposed to formal education (Table 1).   On a national level, approximately 90% of those working in the informal sector have been exposed to formal education (Devey, Skinner & Valodia, 2002).

What is of a major concern though is the fact that the majority (82%) of the owners of the informal street businesses in the Port Elizabeth CBD have been forced into this sector because of the unemployment problem in South Africa (Table 1).   Bannock and Peacock (1989) assert that many of the unemployed, the only way to earn a living is to become self-employed.  This leads to underemployment or disguised unemployment and very little growth.   These traders are pushed by force of circumstances to be entrepreneurs.  In the event of the opportunity to obtain a fulltime position, it is possible that these traders will cease to be entrepreneurs.  Taking this argument further, more than half  (85%) of the owners make low profits from their businesses (table 2).  It is clear that these traders are just surviving in this sector.     It is therefore understandable why the majority (59%) of them prefer fulltime jobs to running street businesses (Table 1).    

4.4.1 Empirical findings on the characteristics of entrepreneurship

Based on the literature review, numerous characteristics of entrepreneurship were investigated and the owners of the informal street businesses were tested against these characteristics.  According to Schumpeter (1934), an entrepreneur is someone who creates an opportunity.  He viewed an entrepreneur as an innovator and the one who can take risks.  Kirzner (1973) asserts that an entrepreneur is someone who seeks profit and identifies market needs. Therefore, entrepreneurship occurs in the context of opportunities, alertness and economic process.

TABLE 3 :   ENTREPRENEURIAL CHARACTERISTICS
	DESCRIPTION
	             %

	RISK TAKING

YES

No
	82% (n=32)

18%(n=7)

	SELF CONFIDENCE

Yes

No
	95%(n=37)

5%(n=2)

	IDENTIFY MARKET NEEDS

Yes

No
	97%(n=38)

3%(n=1)

	DETERMINATION 

Yes

No
	74%(n=29)

26%(n=10)

	INDEPENDENCE & SELF-RELIANT

Yes

No
	97%(n=38)

3%(n=1)

	MAINTAIN FOCUS

Yes

No
	79%(n=31)

21%(n=8)

	ABILITY TO PLAN AHEAD

Yes

No
	82%(n=32)

18%(n=7)

	UNDERSTANDING  FINANCIAL MATTERS

Yes

No
	97%(n=38)

3%(n=1)



	PROBLEM SOLVING & DECISION MAKING

Yes

No
	79% (n=31)

21% (n=8)


From table 3 it can be seen that the owners of the informal street businesses in the Port Elizabeth CBD possess the entrepreneurial characteristics.   The fact that profits are low and that most of them prefer fulltime formal employment to running businesses reveal that there are constraints, which inhibit the street traders from operating their businesses successfully.   Hirschowitz, Orkin and Jennings (1995) in their research on informal street trading in Johannesburg, refer to two main inhibiting factors in street trading, namely, personal and environmental factors. 

Ncwadi (2002) in an investigation into the problems and constraints faced by the street traders in the Port Elizabeth CBD, found out that street trading activities were constrained by a lack of infrastructural facilities, e.g. storage facilities, running water, toilets and shelters.    Apart from the environmental constraints, street traders in the Port Elizabeth CBD lack access to finance, as well as business skills such as marketing, financial management, legal and management skills (Ncwadi, 1999).  Table 2 above indicates that more than half (54%) of the owners of the informal street businesses used their own past savings as a start-up for their businesses whilst the remainder (46%) borrowed money from friends and families.     Finally, whilst the majority (97%) of the street traders had been exposed to formal education (see table 1 above), the education system in South Africa still fails to foster the entrepreneurial culture amongst the learners.    This scenario explains why the informal businesses in the Port Elizabeth CBD are not yielding high returns.

However, before any recommendations can be made towards developing this sector into a vibrant entrepreneurial sector, it is necessary to test whether there are any relationships between the demographic variables and the entrepreneurial characteristics listed in table 3 above.   

4.4.2 Relationships between entrepreneurial characteristics and demographic variables

In order to investigate whether significant relationships exist between certain demographic variables and the characteristics of entrepreneurship investigated, the analysis of variance  (ANOVA) technique was used.  The results  are reported in the following sections.

5
ANALYSIS OF VARIANCE TO DETERMINE RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND CHARACTERISTICS OF ENTREPRENEURSHIP

TABLE 4 : DIFFERENCES BETWEEN MALES & FEMALES ON ENTREPRENEURIAL  CHARACTERISTICS
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N=39 (No missing data in dep. var. list)

Gender

Score

Means

Score

N

Score

Std.Dev.

m: Male

f: Female

All Grps.

19.88889

9

2.420973

19.36667

30

1.542129

19.48718

39

1.760260
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Marked effects are significant at p < .05000

Variable

SS

Effect

df

Effect

MS

Effect

SS

Error

df

Error

MS

Error

F

p

Score

1.888034

1

1.888034

115.8556

37

3.131231

0.602969

0.442384


Table 4 (  p-value is too high (0.44), thus there are no significant differences between males and females in their entrepreneurial characteristics.   The categorised box & whisker plot  (see fig 2) shows the overlapping of whiskers, which rejects the hypothesis that there are significant differences between males and females with regard to entrepreneurial characteristics.  This is significant in that whatever policies for entrepreneurial support by the authorities should be equally accessible to both male and female street traders.

 FIG 2
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TABLE 5 : DIFFERENCE  BETWEEN SA CITIZENS AND NON-SA CITIZENS
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Marked effects are significant at p < .05000

Variable

SS

Effect

df

Effect

MS

Effect

SS

Error

df

Error

MS

Error

F

p

Score

13.85073

1

13.85073

103.8929

37

2.807915

4.932746

0.032555


Table 5( Non-South Africans had a higher score (21.2) than South African (19.2) in terms of entrepreneurial characteristics.  The p-value is  (0.03) which implies that there are significant differences between South African and non-South African with regard to entrepreneurial characteristics.  The South African street traders in the Port Elizabeth CBD exhibit more entrepreneurial characteristics as compared with their non-South African counterparts.   Nevertheless, this paper does not suggest that South African street traders in the Port Elizabeth CBD possess more entrepreneurial skills than their foreign counterparts.  According to Maasdorp and Van Vuuren (1998) entrepreneurial characteristics, which are a motivation for achievement, must be accompanied by acquiring business skills.   A study by Reitzes (1997) on Immigration and Human Rights revealed that the SMMEs owned by the African immigrants in South Africa created approximately 4.1 jobs in a number of different sectors.   Rogerson (1997) concludes that the 33 non-SADC studied businesses produced 134 jobs, an average of 4.06 jobs per enterprise.  However, a debate on the politics of South African vis-à-vis non South African street traders in South Africa falls beyond the scope of this paper.

TABLE 6 : DIFFERENCE BETWEEN TRADERS WHO PREFER WAGE WORK TO BUSINESS AND THOSE WHO PREFER BUSINESS TO WAGE WORK
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N=39 (No missing data in dep. var. list)

Preferences - wage work or business

Score

Means

Score

N

Score

Std.Dev.

y: Yes

n: No

All Grps.

19.65217

23

1.897575

19.25000

16

1.570563
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There are no significant differences between the traders who prefer full time formal jobs to hawking and those who choose to remain in this sector (p-value= 0.49)  (Table 6).  Both categories scored approximately 19.  The reason that the majority  (59 %) (see table 1) of the traders prefer full time employment is that this sector of the economy is marginalized (Ncwadi,1999).  

Table 7 : RELATIONSHIP BETWEEN CAPITAL SOURCES AND THE REASONS FOR BECOMING A HAWKER
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Looking at the relationship between the sources of capital and the reasons for being a hawker, the findings of this research reject the hypothesis that the sources of capital have any influence on an individual becoming a hawker (p-value = .26) (Table 7).   In other words, the desire to be a hawker and the sources of income are independent.  The approximately parallel lines in the interaction plot (fig 3) below support the conclusion of the independence of the sources of income from the reasons of being a hawker:

FIG 3
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It stands to reason therefore that people in South Africa are forced into this sector mainly because of the unemployment problem and the quest to survive.    The people find it easy to enter this sector to start their businesses.

TABLE 8: RELATIONSHIP BETWEEN CAPITAL SOURCES AND THE PROFITABILITY OF THE BUSINESS
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The profit level of the informal street businesses is independent of the sources of capital (p-value = .83)  (table 8).     One can therefore conclude that business skills rather than sources of capital are essential in order for the individual to be able to realise high profits in the business.  Plotted graphically (see fig 4 below):

Fig 4
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5
Implication of the findings, summary and conclusions

These findings indicate street trading sector in the Port Elizabeth CBD represent a dynamic subgroup that possess entrepreneurial characteristics, but lack business skills though.    However, the sample selected in this study provides signs regarding the characteristics to look for in searching for the entrepreneurial subset in the informal sector. The individuals involved are predominantly South Africans with moderate levels of education.  They have no alternative employment opportunities, and their start-ups are basically from their past savings, friends and/or families.  These traders demonstrate commitment to their business operations, despite the low profit.   The results show that the street traders entrepreneurial potential is extensive, but that certain personal and environmental conditions inhibit their operations.   

The informal sector in South Africa does not provide a conducive environment for entrepreneurship.  One must start with attitudes and values.  Not  only must there be a significant investment in education, but the educational system should reinforce values of individual initiative, an achievement orientation, adaptability and growth. Educational programs should address opportunity identification and evaluation, as well as organizational skills.  

The informal street trading sector in the Port Elizabeth CBD is not the “ugly stepsister” of the formal small business sector.  Whereas the street trading sector in the Port Elizabeth CBD is a struggle against poverty due to the unemployment problem, it is also a potential source of entrepreneurship.   Its entrepreneurial capacity  holds considerable promise if properly identified and incentivized. In much of the world, the formulation of enlightened policies that tap the growth potential of this sector may be the only hope in the battle to avoid economic and social disintegration.
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