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ABSTRACT

Since the advent of democracy in April 1994, the issues of economic
empowerment and growth have been high on the agenda of the Government of
National Unity of South Africa. In order to achieve social-economic growth,
resolve wealth and asset gaps between rich and poor, decrease unemployment
and meet the Millennium Development Goals, government has sought efficient

mechanisms of transformation.

The formation of SMMEs was put forward as a solution to solve the above
problems. SMMEs play a vital role in economic development and livelihoods
uplifting. The purpose of this study is to examine how Chinese SMMEs have
impacted on sustainable livelihoods in Nelson Mandela Bay Metropolitan District.

The study has identified the challenges of local livelihoods in the district.

The findings on the effects of Chinese SMMEs were that: (1) They have
provided affordable goods and services to local people, improving livelihoods by
means of reducing living costs of the local population and thus providing relief
on their financial capital; (2) The vast extent of their services in the district has
enlarged their network of offerings in urban, suburban and even rural settings;
(3) They have enabled the poor’s access to the economic markets and services;
(4) They have contributed positively to employment by providing local job-
seekers with gainful employment and access to financial capital; (5) They have
empowered the local employee base through training and skills transfer; (6)
They have promoted knowledge and skills that have enriched local human
capital and positively contributed to livelihoods; and (7) They have made a
contribution to GDP and tax revenues. Revenues fed to government have
helped fund welfare and public services, including in the areas of education,
health care, pensions, unemployment benefits, public transportation,
infrastructure and housing. These benefits have collectively contributed to the

improvement of local livelihoods in the district.
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CHAPTER 1: INTRODUCTION

11 Background

Since the advent of democracy in April 1994, the issues of economic
empowerment and growth have been high on the agenda of the Government of
National Unity of South Africa (RSA, 1995). In order to achieve social-economic
growth, resolve wealth and asset gaps between rich and poor, decrease
unemployment and meet the Millennium Development Goals, government
sought efficient mechanisms to enable transformation. The formation of small
medium and micro enterprises (SMMEs) had been put forward as a solution to

solve the above problems.

The 1995 White Paper on National Strategy for the Development and Promotion
of Small Business, states that: “With millions of South Africans unemployed and
underemployed, the government has no option but to give its full attention to the
fundamental task of job creation, and generating sustainable and equitable
growth.” (RSA, 1995). The government has taken the view that SMMEs can

help promoting economic development, poverty alleviation and job creation.

One may wonder why the government views SMME formation as a key solution
to these problems. What is the importance of the development of the small
business enterprises? To answer this question, it is necessary to look at the
valuable contribution made by the small business sector to economic
development in South Africa. Firstly, Baard and Van den Berg (2004) indicate
that in 2001 the small business sector contributed 53.9 per cent to formal
private-sector employment and 34.8 per cent to the total gross domestic product.
Small businesses form 98 per cent of the total business population of South
Africa Secondly, Bowler, Dawood and Page (2006) argue that more than 70 per
cent of all South Africans are employed in the small business sector and that
small business undertakings create about 80 per cent of all new job
opportunities in the country. Therefore, as Nager, Swanepoel and Van der

Merwe (2008: 37) argue, small business development should be an essential
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component of all reconstruction and development initiatives as this has the

potential to economically empower the majority of the country’s people.

1.2 Problem definition

From the above statements, it is clear that government has identified SMMEs
as the way forward to create jobs and to stimulate economic growth. It is
evident, however, that, in South Africa, SMME development has many
obstacles to overcome and that the outcomes of development in some
instances are negative. Petrus (2009) states that the failure rate of small
business initiatives in South Africa is phenomenal. Cant (2012) points out that
even though SME’s have a major role to play in economic development it
must be noted that the failure rate of SME’s are extremely high. Bowler,
Dawood and Page (2006) estimate that 40 per cent of new business ventures
failed in their first year, 60 per cent in their second year, and 90 per cent in their

first 10 years of existence.

In addition, poverty remains a prevailing challenge in South Africa. Government
faces the dual challenges of poverty and inequality. A high degree of
unemployment persists in this country. According to Banerjee et al (2006) too
many South Africans are unemployed. Just how many are unemployed
depends on how one defines unemployment, but even by a narrow definition,
about 26 percent of the labour force is unemployed. Lehohla (2012) states that
during the period September 2008 to August 2009 in South Africa,
approximately 26,3% of the population was living below the food poverty line
(R305), while roughly 38,9% and 52,3% were living below the lower-bound
poverty line (R416) and the upper-bound poverty line (R577). There are

therefore urgent challenges to socio-economic development in South Africa.

SMMEs struggle to sustain themselves under the shadow of the gravely high
national fail rate. Poor results have prompted people to doubt if the formation of
SMMEs is a viable solution to achieve sustainable development and livelihoods.
Yet, in comparison to other SMMEs, many Chinese SMMEs have been

performing rather well in this country.



The Chinese are generally engaged in small retail businesses: general dealers,
grocery shops, textiles dealerships (selling everything from adult and children’s
clothing to blankets, clocks and watches, toys, shoes and other ‘leather
products). Small electronics and housewares shops can be found along the
main roads of small towns across the country. In addition Chinese businesses
are involved in a variety of other sectors such as education, restaurants,

architecture, and even oil and other natural resources.

Chinese businesses are well established in delivering basic services,
generating employment, improving people’s quality of life and making
contributions to economic development. As is the case with many other SMMEs,
Chinese SMMEs also influence local livelihoods. Therefore, this study aims to
review the impact that Chinese SMMEs have had on local sustainable

livelihoods.

1.3 The research question

This study recognises the importance of the relationship between SMMEs and

sustainable livelihoods in South Africa. On this basis, the research question is:

How have the Chinese SMMEs impacted on sustainable livelihoods in the

Nelson Mandela Bay Metropolitan District after 19947

1.4 Importance of research

Previous studies have examined the impact of the SMMEs on economic
performance and have analysed the causes of their failures. However, these
studies have not dealt in any depth with the livelihoods aspects. In other words,
there are not many valid studies that have investigated the particular issues in
the relationship between SMMEs and their effects in promoting local
sustainable livelihoods. In addition, there are no such studies that focusing on
Chinese SMMEs and their performance. This study therefore attempts to fill this
research gap and seeks to investigate whether Chinese SMMEs have affected
livelihoods. It seeks to examine the impact of Chinese SMMEs on livelihoods,

specifically in terms of human capital, financial capital and physical capital.



1.5 Research aims and objectives

The purpose of the research is to investigate the effect of Chinese SMMEs on

local livelihoods and whether they have helped improve sustainable livelihoods
The objectives of this research are to:

¢ Identify the challenges in livelihoods within the Nelson Mandela Bay
Metropolitan District;

¢ Investigate the effect of Chinese SMMEs on local livelihoods;

e Assess the sustainability of the Chinese SMMEs;

e Analyse the factors that hinder the development of Chinese SMMEs;

e Recommend appropriate actions to improve sustainable livelihoods.

1.6 Scope and scale of the research

The geographic focus of this study is the Nelson Mandela Bay Metropolitan
Municipality in the Eastern Cape Province of South Africa. However, some

analysis and discussions take a broader view.

The study looks at SMME development since 1994, with a particular spotlight
on Chinese SMMEs.

The research focuses on the involvement of both genders in this phenomenon.



CHAPTER 2: LITERATURE REVIEW

Chapter 1 provided the background of the research, identified the research
problem, presented the research question, clarified research objectives, and

emphasised the significance of the research.

Chapter 2 presents an extensive literature review of the extant publications on
the research topic. The literature review is sourced from the correlative fields of
news, journals, theses, etc. It serves as background reading for the readers

who are not familiar with the field of study.

21 Poverty and sustainable livelihoods

2.1.1 What is poverty?

Chambers (1988) distinguishes five basic dimensions of poverty, namely, (1) a
lack of adequate income or assets to generate income (“poverty proper”); (2)
physical weakness due to under-nutrition, sickness or disability; (3) physical or
social isolation due to peripheral location, lack of access to goods and services,
ignorance or illiteracy; (4) vulnerability to crisis and the risk of becoming even
poorer; and (5) powerlessness within existing social, economic, political and

cultural structures.

The United Nations (1998) stresses a more developed view of poverty as,

... A denial of choices and opportunities, a violation of human
dignity. It means lack of basic capacity to participate effectively in
society. It means not having enough to feed and clothe a family,
not having a school or clinic to go to, not having the land on which
to grow one’s food or a job to earn one’s living, not having access
to credit ... [it means] insecurity, powerlessness and exclusion of
individuals, households and communities ... [it means a]
susceptibility to violence, and it often implies living on marginal or

fragile environments, without access to clean water or sanitation.



A simple explanation of poverty is that it equates with a lack of resources.
Rakodi and Lloyd-Jones (2012) state that households or individuals are
considered poor when the resources they command are insufficient to enable
them to consume sufficient goods and services to achieve a reasonable
minimum level of welfare. Deprivation occurs when people are unable to reach
a certain level of functioning or capability. Chambers (1989) includes physical
weakness, isolation, vulnerability and powerlessness in addition to lack of
income and assets. Baulch (1996) identifies a pyramid, starting from income
poverty as the most measurable, to access to common pool resources, state-

provided commodities, assets, dignity and autonomy.

The Poverty Line (PL) is defined as the value of goods and services consumed,
whether purchased, gifts or self-produced, expressed in monetary terms. This
may refer to either absolute or relative poverty (Rakodi and Lloyd-Jones, 2012).
A poverty line divides the population into two groups on the basis of some
measure: below the line a household or individual is considered to be poor;
above the line a house or individual is considered non-poor. Clearly, poverty
lines are extremely useful for descriptions of poverty. By defining a line that is
regarded as some kind of minimum living level, we are able to get a handle on
the number of poor people, as well as the depth and severity of poverty
(Woolard and Leibbrandt, 1999).

2.1.2 What is sustainable livelihoods?

According to Krantz (2001) that the sustainable livelihoods idea was first
introduced by the Brundtland Commission on Environment and Development as
a way of linking socio-economic and ecological considerations in a cohesive,
policy-relevant structure. Then it was expanded by the United Nations
Conference on Environment and Development (UNCED) to include Sustainable
Rural Livelihoods. Scoones (1998) describes a livelihood as comprising the
capabilities, assets (including both material and social resources) and activities
required for a means of living. A livelihood is sustainable when it can cope with
and recover from stresses and shocks, maintain or enhance its capabilities and

assets, while not undermining the natural resource base.



Krantz (2001) stressed that “policy and governance issues, as they impinge on
people’s livelihoods, are addressed. Various support activities are organised as
specific SL programmes, usually implemented at a district level, with
ramifications at the community and household level’. Thus, in the light of this
general practice, household strategy is always used. Narayan and Pritchet
(1999: 871) recognise that at household, community and societal levels, the
assets available are said to constitute a stock of capital, “stuff that augments
incomes but is not totally consumed in use”. Rakodi and Lloyd-Jones (2012)
further explain that “this capital can be sorted, accumulated, exchanged or
depleted and put to work to generate a flow of income or other benefits ... social
units need, it is suggested, to call on stocks of all types of capital. They list

these as follows:

a) Human capital: The labour resources available to households,
which have both quantitative and qualitative dimensions. The
former refer to the number of household members and time
available to engage in income-earning activities. Qualitative
aspects refer to the levels of education and skills and the health

status of household members (Rakodi and Lloyd-Jones, 2012).

b) Social and political capital: The social resources (networks,
memberships of groups, relationship of trust and reciprocity,
access to wider institutions of society) on which people draw in

pursuit of livelihoods (Rakodi and Lloyd-Jones, 2012).

c) Physical capital: Physical or produced capital is the basic
infrastructure  (transport,  shelter, water, energy, and
communications) and the production equipment and means which
enable people to pursue their livelihoods (Rakodi and Lloyd-Jones,
2012).

d) Financial capital: The financial resources available to people
(including savings, credit, remittances and pensions) which
provide them with different livelihood options (Rakodi and Lloyd-
Jones, 2012).



e) Natural capital: The natural resource stocks from which
resource flows useful to livelihoods are derived, including land,
water and other environmental resource, especially common pool

resources (Rakodi and Lloyd-Jones, 2012).

Scoones (1998) points out that to understand the complex and differentiated
processes through which livelihoods are constructed, it is insufficient just to
analyse the different aspects of livelihood resources and strategies as separate
elements. One must also analyse the institutional processes and organisational

structures that link these various elements together.

Shahbaz (2008) summarised a series of discussions relating to livelihoods

vulnerability:

The classical definition of vulnerability, provided by Chambers
(1989), provides the most comprehensive approach to
encompassing its most critical elements. Chambers defined
vulnerability as a combination of defencelessness, insecurity, and
exposure to risk, shocks and stress. Here, vulnerability refers to
exposure to contingencies and stress, and the difficulty in coping
with them. Vulnerability thus has two sides: an external side of
risks, shocks and stress to which an individual or household is
subject, and an internal side of defencelessness, meaning a lack
of means to cope without damaging loss. It is the uncertainties in
daily life that affect people’s well-being (Delor and Hubert, 2000).
Wilches-Chaux (1989) identified 11 types of vulnerability, “natural,
physical, economic, social, political, technical, ideological, cultural,
educational, ecological and institutional vulnerability.” O’Riordan
(2002) defined vulnerability at the societal level as “the incapacity
to avoid danger, or to be uninformed of impeding threat, or to be
as politically powerless and poor as to be forced to live in
conditions of danger” (Shahbaz, 2008).



2.2

Definition of SMMEs

The term SMME refers to small, medium and micro enterprises. According to
the National Small Businesses Act 102 (RSA, 1996), SMMEs can be divided

into five categories:

(a) Survivalist enterprises are those where the income generated
is generally less than the minimum income standard or poverty
line. There are no paid employees and the business asset value is
minimal. The economic activity of the business is mainly directed
at providing the minimal means to keep the business owner alive.
This group might be identified as pre-entrepreneurial and

comprises hawkers, vendors, subsistence farmers, and others.

(b) Micro enterprises generate an annual turnover that is less than
the VAT (Value Added Tax) registration limit of R150 000 per
annum. Micro enterprises usually lack formal tax registration, may
not adhere to labour legislation and standard accounting
procedures, and usually have less than five employees. Micro
enterprises include spaza shops, cafés, home-based businesses,
mini-taxis and small-scale construction and textile manufacturing.
The defining line between the smallest micro-enterprises and

survivalist enterprises is often blurred.

(c) Very Small Enterprises is a category unique to South Africa
and refers to businesses employing less than 10 persons, except
for mining, electricity, manufacturing and construction sectors
where the Very Small Enterprise limit is 20. These enterprises
operate in the formal economy, are VAT-registered and have

access to limited technology in business operations.

(d) Small Enterprises are distinguished from Very Small
Enterprises by the upper limit on employee size of 50 and, in
general, such enterprises use more established business
practices and supervision and management structures are

increasingly complex. Small enterprises have usually passed the



stage of direct supervision by the entrepreneur and have
developed secondary management systems. Growth into a Small
Enterprise usually requires an accumulation of resources over

time and access to credit.

(e) Medium Enterprises are formal entities with more complex
divisions of labour and management structures employing up to
100 persons (200 in the mining, electricity manufacturing and

construction sectors).

The Government of South Africa has established a comprehensive policy
framework for economic growth and development, which mobilises the
resources of the private sector and SMMEs. This includes broad, overarching
strategies such as the Reconstruction and Development Programme (RDP),
Growth, Employment and Redistribution (GEAR), Broad-Based Black Economic
Empowerment (BBBEE), the Accelerated and Shared Growth Initiative for
South Africa (ASGISA), and the Joint Initiative on Priority Skills Acquisition
(JIPSA). In addition, the National Skills Development Strategy and the National
Local Economic Development Framework establish an important foundation for
SMME development.

Many SMME policy frameworks have been put up by the national government.
In the early 1980s, the establishment of the Small Business Development
Corporation (SBDC) was the first government initiative to support small firms.
The national SMME development framework was established by the ‘White
Paper on the National Strategy for the Development and Promotion of Small
Business in South Africa (1995) and the National Small Business Act (1996,
and amended 2003)’.

In 2004, government adopted an integrated strategy on the promotion of
entrepreneurship and small enterprises, which acknowledged the need for
focused support to designated target groups and special institutional
arrangements. The strategy assigns high priority to the promotion of an
integrated and coordinated approach to service delivery. The South African

government also developed some institutions to facilitate SMME growth,
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namely, Ntsika Enterprise Promotion Agency; Khula Enterprise Finance Ltd; the
DTI and its related institutions (Berry et al., 2002).

2.3 Links between sustainable livelihoods, poverty and SMMEs

A sustainable livelihoods approach is an essential tool to poverty reduction.
Foresti et al. (2007) stress that “the multidimensionality of poverty informs not
only efforts to understand and analyse poverty but also, crucially, the
development and operationalisation of interventions to reduce poverty and
promote sustainable development. Several approaches have been developed to
address the challenges ... including sustainable livelihoods approaches (SLAs)
and Human Rights-Based Approaches (HRBAs)".

Norton and Foster (2001) state that “The SL approach is one of a number of
conceptual frameworks which take an asset/vulnerability approach to analysis
of the livelihoods of poor people. It emphasises understanding the vulnerability
context and the organisational and institutional environment within which poor
people draw upon assets of different types in order to implement a livelihood

strategy.”

Krantz (2001) elaborates that why the SL approach has been applied to poverty

reduction.

Firstly, this is because economic growth has no automatic
relationship to poverty reduction and ‘it all depends on the
capabilities of the poor to take advantage of expanding economic
opportunities.” Thus, it is important to find out what precisely it is
that prevents or constrains the poor from improving their lot in a
given situation, so that support activities could be designed

accordingly.”

Secondly, being in poverty is not just a question of low income,
but also includes other dimensions such as bad health, illiteracy,
lack of social services, etc., as well as a state of vulnerability and
feelings of powerlessness in general. There are also important

links between different dimensions of poverty such that
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improvements in one have positive effects on another. For
example: reducing poor people’s vulnerability in terms of exposure
to risk may increase their propensity to engage in previously

untested but more productive economic activities.

Finally, people in poverty, after recognising their situations and
needs, and who are willing to be involved in the design of policies
and projects intended to better their lot are usually more
committed to implementation. “Thus, participation by the poor
improves project performance. Therefore, an SL approach is
essential to poverty reduction and the development of SMMEs is

central to the overall sustainable livelihoods strategy.

According to Kesper (2000), SMMEs are seen as a vehicle to: (1) address the
problem of high unemployment levels in South Africa as they have a high
labour-absorptive capacity; (2) activate domestic competition by creating market
niches in which they grow until they identify a new niche as a response to
demand changes, and to be internationally competitive because of their
flexibility; (3) redress the inequalities inherited from the apartheid period — in
terms of patterns of economic ownership and restricted career opportunities for
black employees; (4) contribute to black economic empowerment in that the
majority of SMMEs is reported to be initiated, owned or controlled by those
members of society who were discriminated against in South Africa’s past; and.
(5) play a crucial role in peoples’ efforts to meet basic needs in the absence of
social support systems during restructuring processes — which refers in
particular to South Africa’s micro-enterprise segment and especially survivalist
activities characterised by low entry barriers for inexperienced job seekers
(Kesper, 2000).

According to a United Nations Development Programme (n.d.) report, ‘Investing
for sustainable livelihoods’, “the development of SMMEs is central to the overall
sustainable livelihoods strategy. SMMEs are normally labour intensive and are

therefore able to play a significant role in providing livelihood opportunities.”
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The poor are individuals: men and women, children, youth, old people, those
with disabilities who may live alone but who, more commonly, live together in

households. Omorodion (2010) stressed that:

we can speak of poor households when the income generated by
the economically active members is insufficient to satisfy the
needs of all members. Often the various household members
combine their efforts in a multiple livelihood strategy that can
include food and cash crop production, wage labour on farms or in
enterprises, and entrepreneurial activities in micro and small
enterprises. As part of a longer-term strategy, the household may
also invest in the education of younger members with the aim of

generating higher income in the future.

Some contradictory findings emerged during this review of the literature. Firstly,
Baard and Van den Berg (2004) argued that “Despite the dynamics of the SB
(small business) sector, it faces high failure rates in the first three years of
existence. In South Africa, this failure rate is somewhere between 70 and 80 per
cent, costing the South African economy millions (Barron, 2000). SB failures are
due to internal factors such as managerial incompetence, a lack of managerial
experience, inadequate planning and poor financial control. Research by Gaskill,
Van Auken and Manning (1993) and others supports these findings. The SB
also exists in a hostile external environment containing legal and regulatory
constraints; access to finance is limited and it operates within a global
environment characterized by intensified competition (De Villiers, 1997; Goodall,
2000a).”

Secondly, the SBP, in the report, ‘Alert, small business development in South

Africa: time to reassess’ (2009), argues that

it was time to acknowledge that South Africa lags behind other
developing countries in promoting the growth and sustainability of
small businesses; and that the impacts of government initiatives in
this sector over the past fifteen years have fallen far short of what
is needed to support job creation. Taking stock of these disturbing

realities, we contended that effective small business development
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on the scale needed will require a new, sustained engagement
between the private sector and government at all three levels:

national, provincial and local.

Thirdly, according to another SPB (2009) report (‘Accelerating small business
growth in South Africa’,

South Africa’s weak entrepreneurial culture is now becoming a
focus of attention, and some serious initiatives are beginning to
address the issue. From a broader business perspective, however,
it is equally important to raise awareness that value-adding activity
is crucial. Far too many small business owners don’t see that they
can and must move their businesses up the value chain,

particularly if they want to break into export markets.

This is still not the case. Other issues that affect the development of SMMEs
including crime, poor infrastructure, informality, regulation, corruption, labour
problems, increased competition and negative public perceptions will be

discussed in the findings below.

2.4 Conclusion

A great deal of research has been carried out on SMMEs and sustainable
livelihoods. This chapter attempted to provide the background knowledge for
each area, drawing the links between sustainable livelihoods, poverty and
SMMEs. There is little research available dealing with the question of Chinese
SMMEs and sustainable livelihoods. This paper intends to fill this gap. In
particular, this study attempts to assess the impact of Chinese SMMEs on local
sustainable livelihoods. Specific approaches and methodologies of the research

will be discussed in the following chapter.
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CHAPTER 3: METHODOLOGY

Chapter 1 and Chapter 2 provided the background for research, identified the
research problem and research question, explained the specific research aims
and objectives, elaborated the hypothesis and emphasised the significance of

the research.

Chapter 3 focuses on the methods used to achieve the above-mentioned aims
and objectives. In this chapter, the researcher articulates the research design,
including methodology, the data collection tool, research approach, sampling,

target groups and data analysis.

3.1 Research design

A research design is the outline, framework or plan for the research project
which is used to guide data collection and analysis. Wild and Diggines (2009)
claim that the research design ensures that the study addresses the relevant
problem in the most cost-effective manner. Chisnall (2005) emphasises that a
central part of research activity is to develop an effective research strategy or
design. It details the most suitable methods of investigation, the nature of the
research instruments, the sampling plan and the types of data. Oppenheim
(1992) further proposes that the research design must hold all the parts and
phases of the enquiry together. The design must aim at precision, logic-
tightness and efficient use of resources. Essentially, an effective design should
be a comprehensive plan, developed after intensive study of the problem to be
researched, that will guide and control the entire research programme. Its
foundations are firmly based on scientific rigour and objectivity, without which
the entire research processes are seriously flawed. In addition, the principles of
a sound research design apply to all research activities, irrespective of the

discipline or subject of an enquiry (Oppenheim, 1992).

From the above discussion, it is clear that the purpose of a research design is to

structure the research so that it delivers the evidence necessary to answer the
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research problem as accurately, clearly and unequivocally as possible

(McGivern, 2009: 63).

According to Collis and Hussey (2003: 10), research designs can be classified
from different perspectives depending on the classification bases. They propose
four classification schemes, namely, (1) the research’s outcome (basic and
applied); (2) logic (deductive and inductive); (3) purpose (quantitative and
qualitative), and (4) process (exploratory, descriptive and causal) Collis and

Hussey (2003:10).The classification illustrated in figure 1 below.

Figure 1: Classification of research designs
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Source: Adapted from Collis and Hussey (2003:10)

3.1.1 The selection of the research design

Research designs can be classified in various ways. A widely used method
identifies them broadly as exploratory, descriptive and causal. Hair, Bush and
Ortinau (2006) believe that research problems can be addressed by using one
or more of the three types of research designs. Thus, taking into consideration

the characteristics of the above types of research designs and this study’s
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research problem and aims, this study employs the most appropriate research

methods.

Exploratory studies: As Chisnall (2005:37) states, exploratory designs are
concerned with identifying the real nature of research problems and, perhaps, of
formulating relevant hypotheses for later tests. These initial steps should not be
dismissed as of little consequence; the opposite, in fact, is nearer to reality, for
exploratory research gives valuable insights, results in a firm grasp of the
essential character and purpose of specific research surveys, and encourages
the development of creative, alternative research strategies. Wild and Collin
(2009) propose that exploratory studies are intended to explore a relatively
unknown area. They are necessary when more information is required about a
problem, opportunity or phenomenon, and especially to collect data that can

contribute to more meaningful research questions.

Descriptive studies: In contrast to exploratory studies, descriptive studies stem
from substantial prior knowledge of marketing variables. Chisnall (2005: 37)
claims that, for this type of research to be productive, questions should be
designed to secure specific kinds of information, related, perhaps, to product
performance. Wild and Collin (2009) associate descriptive design with the
certainty that it can describe opportunities or threats, and answer the questions:
who, what, when, where and why? The emphasis is on an in-depth description

of a specific individual, situation, group, organisation, tribe, structure, etc.

Causal studies: These show causality between variables or occurrences. The
research is conducted to reveal cause and effect between the dependent and
independent variables (Wild and Collin, 2009). Hair et al. (2006: 64) explain that
causal research is designed to determine cause-and-effect relationships
between two or more variables. It is most appropriate when the research
objectives include the need to understand which variable is the cause of the

dependent phenomenon.

From above discussion, three distinct research design types are clarified. This
study aims to study the effects of Chinese SMMEs on sustainable livelihoods in
the Nelson Mandela Metropolitan Municipality District. At the initial stage of this

research, the exploratory mode is used to explore a relatively unknown area, in
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order to (1) learn about the real nature of the research problems (SMMEs,
livelihoods); (2) to explain central concepts and constructs (poverty, livelihoods);
(3) to acquire new insight of the phenomena (literature review); and (4) to
develop new hypotheses about the existing phenomena (hypotheses). Later,
the research process adopts a more descriptive mode. The descriptive mode is
concerned with describing a population with respect to important variables,
describing characteristics of certain groups and making specific predictions. In
summary, while the research design used in this study is primarily exploratory,

some descriptive elements are also used.

3.1.2 The selection of the research methodology

Quantitative research generally involves the collection of primary data from a
large number of respondents, with the aim of projecting the results to a wider
population (Martins et al., 1996:125). Creswell (1994) defines quantitative
research as a type of research that explains phenomena by collecting numerical
data that is analysed using mathematically based methods (in particular
statistics). A typical quantitative study aims to identify the research hypothesis
(the expected solution to the problem) and then attempts to prove the
hypothesis by using statistical analysis and reporting the facts by means of
numbers and figures (Cavana et al., 2001: 34). Moreover, there are several
types of quantitative research. For instance, it can be classified as (1) survey
research; (2) correlational research; (3) experimental research; and (4) causal-
comparative research. Quantitative research can be used to “measure attitudes,
satisfaction, commitment and a range of other useful market data and market
metrics that can be tracked over time and used as part of a wider business

planning and business strategy process” (Cavana et al., 2001: 34).

In contrast to quantitative research, McDaniels and Gates (2008) state that
qualitative research, on the other hand, loosely refers to research whose
findings are not subject to qualification or quantitative analysis. The qualitative
approach was derived from the work of the mid-eighteenth century historian,
Giambattista, who wrote that only people can understand people and that they
do so through a faculty called ‘intuitive understanding’ (McDaniels and Gates,

2008). Hiatt (1986) points out that qualitative research methods focus on
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discovering and understanding the experiences, perspectives, and thoughts of
participants—that is, qualitative research explores meaning, purpose, or reality
(Hiatt, 1986). Qualitative research is a way to gain insights through discovering
meanings by improving our comprehension of the whole. Qualitative research

explores the richness, depth, and complexity of phenomena (Neill, 2006).

Mixed research offers a paradigm that is distinct from qualitative and
quantitative research methods, yet mixes the two methods. The mixing of
quantitative and qualitative research can take many forms. In fact, the

possibilities for mixing are almost infinite.

This research adopted a qualitative form of research. Qualitative research is
concerned with discovering people’s life histories and everyday behaviour
(Silverman, 2000: 1). Qualitative research is soft, because it puts people’s
feelings first and does not rush to make conclusions about something based on
their tick of a preferred answer like quantitative research (Silverman, 2000:2).
Qualitative research is also flexible, meaning it encourages qualitative
researchers to be innovative; they are not bound by one way of conducting a
research. Qualitative researchers can conduct their research by using many
different methods. For example, they can use interviews either face to face in
the form of tape recording or writing, focus groups and life stories (Silverman,
2000:1). This research was primarily qualitative, using interviewing as a
research technique to collect data from participants and using this to gain
insight into the central research question, 