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Abstract 

This study examines the significance of Co-operatives as a model to unlock the 

potential of youth to create jobs and harness entrepreneurship. The study highlights 

some of the challenges characterizing the present model of Co-operatives in South 

Africa as defined in the Co-operatives Act 14 of 2005. The research identifies 

challenges and offers possible solutions to the current problems. The research method 

was quantitative and the general design of the study is analytical, as the researcher 

analysed the data collected from the respondents. The tool used in the collection of 

data, was a questionnaire. The population that was targeted was from Co-operatives, 

SMMEs, officials from SEDA and the North West Department of Economic 

Development. The study reveals that majority of the respondents agree that that the 

most single challenge is financial and technical support to the Co-operatives. 
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CHAPTER 1 

ORIENTATION 

1.1 INTRODUCTION 

Youth cooperatives have been affirmed as a significant way of ensuring sustainable 

livelihoods. Youth co-operatives and co-operatives in general, are associations of 

persons whose membership is voluntary, with common or mutual economic needs. 

However, South Africa is still facing many challenges in terms of development. The 

National Planning Commission (2011, p.  5) summarises the problem as follows: "The 

economy has failed to create jobs at the pace necessary to reduce extremely high 

unemployment and the education system has failed to ensure that equalised public 

spending on schooling translates to improve education for poor black children." Thus, a 

discussion about co-operatives as one of the mechanisms to improve entrepreneurial 

activities and training among youth is an important contribution to easing 

unemployment. 

The Department of Trade & Industry (DTI) has developed a handbook for youth co-

operatives in order to help them unlock opportunities for growth and development. The 

handbook identifies all government initiatives established to support the growth of the 

co-operatives (the DTI Cooperatives handbook, 2010). 

Different development finance institutions (DFIs) have also embraced and supported co-

operatives owned and managed by young people in this country. The different DFIs or 

agencies have supported youth co-operatives by investing in training and capacity 

building. One example is SEDA (Small Enterprise Development Agency) through its 

cooperatives and Community Public Private Partnership Programme. 

In a study conducted by TRAZ Management Consulting, it has been shown that youth 

cooperatives are an intervention South Africa can focus on in pursuit of skills 

development, poverty alleviation and employment drive (Traz Management Consulting, 

2007). Although, this study covered only the Central District in the North-West 

Province, there is an overwhelming belief that the problems experienced by 
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cooperatives are the same throughout the country, as reflected in the baseline study of 

cooperatives in South Africa conducted by the Department of Trade and Industry (DTI) 

through the Cooperative and Policy Alternative Centre, COPAC (COPAC, 1999). 

TRAZ is confident that valuable lessons can be drawn from their report in planning for 

the future of cooperatives in South Africa. The research focused on the impediments 

that are prevalent in the cooperative business namely, lack of access to finance, 

marketing plans and managerial competencies. These present significant challenges 

for the sector and the pursuit of economic growth that produces jobs and alleviates 

poverty and hopelessness. 

All the above mentioned relate to external impediments, but there are also 

direct/internal impediments described as follows: 

'Almost no operational efficiency and competitive edge; 

Lack of skills in general; 

Diverse expectations from the participants or members given their different 

experiences and backgrounds; 

Perceptions of the sector as a 'get rich quick' scheme for youth who want to 

earn a lot of money quickly. 

There are many different types of cooperatives, all covered by the Cooperatives 

Principles of the International Cooperative Alliance. They have different priorities, 

challenges, track-records and social impacts. Yet these different types of cooperatives 

fall into two main categories: worker-owned cooperatives, and user-owned co-

operatives. Understanding the differences between these is key to understanding the 

role and potential of cooperatives in the South African context. 



Table 1.1: Cooperatives based in the North West Province 

Name Sector Area 

Mafikeng 	Youth 

Development 

Services Mmabatho 

Inventive 	Solutions 

Agricultural 

Agriculture - Pig farming Ramatlabama 

Itekeng Primary Agriculture Biesiesvlei 

Modimola Primary Agriculture Modimola 

IMctu'JIucIu LJVIUIlIII1 	jtflIU/, 	UU I 

Most cooperatives and group enterprises are started with unemployed people, often 

with low skills levels, and no prior business experience, in economicafly marginal areas. 

As is the case with all businesses, it is under these circumstances that they have the 

least chance of success. The problems for these cooperatives and group projects are 

often compounded and the most common problem in coops is that they start with an 

oversupply of labour relative to their productive base, and relative to the absorption 

capacity of the markets they are targeting. (TRAZ) This is partly a result of the social 

goals that many co-operatives hope to achieve, in response to the pressures of 

unemployment, and the large numbers of people that want to be part of anything that 

offers hope. But it arises also from the conditionalities imposed by donors and external 

agencies (Phillip, 2003) 

This chapter highlights a brief background of SMMEs and youth cooperatives. It 

highlights the problem statement related to the cooperatives sector and objectives. The 

significance of the study, scope, plan of the study and clarification of concepts are also 

included. This gives the reader an overview of what to expect in the remaining chapters 

of the study. 
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1.2 	BACKGROUND OF THE STUDY 

A cooperative is an autonomous association of people united voluntarily to meet the 

common economic, social and cultural needs and aspirations through a jointly owned 

and democratically controlled enterprise (the DII Cooperatives Handbook, 2010). There 

are many types of co-operatives, including the following: 

Consumer/supplier cooperatives; 

Savings & credit cooperatives; 

Marketing cooperatives; 

Service cooperatives; 

Worker cooperatives. 

Many reasons have been offered to explain the resurgence of the cooperative 

movement in South Africa. One argument is that most South Africans, especially the 

poor, have always used collectives in communal and subsistence agriculture or in urban 

areas. "Stokvels" (a term generally used to describe an informal organisation of 

persons to pursue common economic and social interests) are recognised by most 

financial Institutions as viable entities. The terms SMME and coops will be used 

interchangeably with cooperatives because they all pursue similar interests: that of 

making profit and advancing the economic interests of their members. 

Interest in co-operatives can also be explained because they are planned programmes 

of job creation in response to retrenchments, as was the case in South Africa with the 

co-operatives established by the National Union of Mineworkers from the early 1990s. 

The co-operative movement in the country is also a direct response to the ever 

increasing levels of unemployment, opportunities arising from the land reform process, 

privatisation of state services and so on.(COPAC, 1999) 
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The interest in co-operatives amongst poor and unemployed people in South Africa is a 

direct and often spontaneous response to unemployment. This is consistent with the 

case of Britain in the 1970s and 1980s (Fredricks, Newholm & Thomas, 1992). 

However, there is some inconsistency about the success or failure of the SMME 

business concept in South Africa especially with regard to proper business 

conceptualisation and managing of resources (COPAC, 1999). 

1.3 	PROBLEM STATEMENT 

The South African model of cooperatives has been tested against models used in 

socialist countries like Cuba, China and Brazil (the DTI Cooperatives handbook, 2010). 

In spite of its perceived viability, the model has yet to attain its desired objectives, 

sustainability and longevity. There are efforts however to fine-tune the model to reach 

its full potential. Part of the objectives of this research is to find the challenges faced by 

the youth cooperative world. One example is the research being undertaken by the 

Small Enterprise Development Agency (SEDA) in 2009. 

In South Africa, with the exception of the large agricultural marketing, input supply and 

processing co-ops, the co-op movement remains underdeveloped 

The present research explores factors that influence and confront the cooperatives 

today. The literature is inconsistent regarding the success of cooperatives; findings and 

possible solutions provided by this study may contribute to alleviating some of the 

challenges that continue to plague this sector. 

The Cooperatives are registered in accordance with the Cooperatives Act 14 of 2005 

with the objective of promoting the development of sustainable cooperatives that comply 

with cooperative principles, thereby increasing the number and variety of economic 

enterprises operating in the formal economy It holds the values of "self-help, self-

reliance, self-reliability, democracy, equality and social responsibility." The government 

claims to be committed to providing a supportive legal environment for co-operatives. 



It also aims to ensure that international co-operative principles are recognised and 

implemented in the Republic of South Africa. In particular, it aims to support emerging 

co-operatives, especially "those owned by women and black people." 

(www.jutalaw.co.za). 

While many cooperatives may have members who have a greater level of management 

and financial skill, the participatory decision-making structures mean that all members 

need some understanding of financial management issues. Unless there are very high 

levels of trust (and these are honoured), tension can develop around the use and 

allocation of money. The turnover a group enterprise needs to generate to be viable - 

as illustrated above - represents a significant amount of money, particularly relative to 

what members actually get to take home. In many cooperatives, members do not fully 

understand the distinction between total revenue, net monthly income, profit, or the net 

funds available for distribution as wages (or allowances', as this highly variable amount 

is often called), and the situation is rife for conflict. Many a cooperative has found itself 

having to choose between paying wages and setting the money aside to pay for inputs 

for the next production cycle. And in the context of recurrent cash flow crises, many 

members of a co-operative sacrifice their own incomes to keep the enterprise alive: but 

these can lead to frustration and conflict within the cooperative. 

1.4 RESEARCH QUESTIONS 

What is the government's level of support to youth involved in the cooperative 

sector? 

What are the challenges facing youth-owned cooperatives? 

What markets exist for cooperatives to sell their products? 

What are the successes of cooperatives in alleviating youth unemployment? 

10 



1.5 OBJECTIVES 

1.5.1 PRIMARY OBJECTIVE OF THE STUDY 

The primary objective of this study is to investigate the implementation and 

effectiveness of the cooperative model with specific attention to youth-owned co-

operatives. The secondary objective is to review literature on the cooperative 

movement in South Africa and its influence on creating entrepreneurs. 

1.5.2 SPECIFIC OBJECTIVES OF THE STUDY BASED ON RESEARCH 
QUESTIONS 

This study further aims to investigate the following issues resulting from the problem: 

Challenges facing youth in cooperatives; 

The market environment of cooperatives in relation to their sustainability; 

Does the state provide adequate support programmes? 

Are cooperatives a viable option to encourage youth entrepreneurship and 

thereby alleviate poverty? 

1.6 	SIGNIFICANCE OF THE STUDY 

Studies on youth cooperatives and SMMEs are crucial for the current challenges of job 

creation and poverty alleviation in South Africa, Most SMMEs continue to face an array 

of challenges that include lack of financial and technical support; barriers of entry to 

markets, lack of basic business management and other skills, etc. Therefore, this 

research seeks to provide a contribution to the field of managing cooperatives as a 

solution to the challenges currently faced by SMMEs. This study analyses trends and 

challenges and offers possible solutions. A study such as this should contribute as a 

working tool for policy makers in government, specifically the Department of Trade and 

Industry and the Small Enterprise Development Agency. 

1.7 	KEY WORDS 

Mafikeng; Cooperatives; Youth Unemployment; Small Macro and Medium Enterprises 

(SMME); Entrepreneurship; Classification of Cooperatives, 
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1.8 	SCOPE OF THE STUDY 

The study is based mainly on the following key issues in the youth cooperative sector in 
the central district of North-West Province. 

Identification of challenges and opportunities. 

How to mobilise youth into cooperatives. 

Identify existing cooperatives. 

	

1.9 	PLAN OF THE STUDY 

In Chapter 1, the reader is introduced to the background of the problem in general terms 

and a detailed statement of the problem is given. Four objectives of the study are 

articulated and the research design is dealt with. 

Chapter 2 is the literature review. It gives a description of major theories applied in the 

study. The literature used relates to the current topic and the research question. This 

will help readers to link the concepts of entrepreneurship and youth cooperatives. 

Chapter 3 outlines the research methodology followed in the study, with the necessary 

rationale, the research design and analysis followed in the current study. The aspects 

to be covered are research design, sampling, measuring instruments and data analysis. 

In Chapter 4 the results of the study are presented and interpreted in relation to the 

objectives of the research, which were spelled out in Chapter 1. 

In Chapter 5 the outcome of the study is discussed, conclusions are drawn and 

recommendations are made regarding the research problem. 

1.10 CONCLUSION 

In this way, the original research question and specific objectives arising from them will 

be addressed. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 INTRODUCTION 

Youth owned cooperatives and SMMEs play an important role in the economic 

development of countries throughout the world. Approximately 90% of the work force in 

South Africa is employed by the SMME sector (58%) and South African government 

(32%), (Rogerson, 2006). It is estimated that the sector contributes more than 30% of 

the total Gross Domestic Product (GDP) of South Africa, which is about half of the total 

employment (Pradeep, 2008). The sector can be considered as the heart of the 

economy as it contributes to gross domestic product (GDP) of South Africa. Big 

businesses also rely on the SMME sector for their socio-economic growth (Van Vuuren, 

2007). The SMME sector plays an important part in the big business or private sector 

through small scale supplies, maintenance work, security services and other non-core 

deliverables by the big business sector. 

The majority of South African SMM's and cooperatives are in the start-up phase and 

this is due to increasing numbers of new companies being registered according to the 

Company's Intellectual Property Commission. Small businesses have the potential to 

change the lives of ordinary individuals in their communities. However, many SMMEs 

fail at the infancy stage and some fail a few years after start-up (Makgoe, 2006). 

Similarly, it is estimated that 50 percent of all start-ups fail in their first year and 75 

percent fail within the first three to five years in the United States of America (Van 

Vuuren, 2002). SMMEs continue facing challenges which prevent optimal 

entrepreneurial success. These problems are compounded by the lack of effective 

knowledge and management skill and lack of competitiveness, lack of application of 

integrated marketing communication mix, poor channels of communication and 

networking (Rogerson, 2006; Du Plessis, Bothma, Jordan & Van Heerden, 2009; 

Shakantu et a!, 2006; Phaho, 2008). 
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With this background, the literature review has been organised into nine main sections. 

The first and the second section deal with the definition of concepts and key words. The 

chapter concludes with a summary and a brief inference drawn from the literature. 

2.2 DEFINITION OF CONCEPTS AND KEY WORDS 

Defining terminology in research is crucial according to Yusof and Chell (1998: 96); this 

dismisses confusion and gives better understanding for both those who are new to the 

subject and those who are familiar with the subject (Yusof & Chell, 1998: 96). 

A co-operative is an autonomous association of people united voluntarily to 

meet the common economic, social and cultural needs and aspirations through a 

jointly owned and democratically controlled enterprise (The International Co-

operative Alliance, 1995). The co-operative is used in this study distinctively to 

separate it from other forms of business enterprise. 

SMME (Small Medium and Micro Enterprises) A small business is any 

business that is independently owned and operated, but is not dominant in its 

field and does not engage in any new marketing or innovative practices (Nieman 

et al., 2004: 10). It is also defined in terms of its business processes and 

approaches, the number of staff employed, etc. 

According to The National Small Business Act 102 of 1996, a small business covers all 

sectors of the economy as well as types of enterprises and consists of two parts - 

qualitative and quantitative criteria. According to the qualitative criteria a small business 

must have the following characteristics; 

Is a separate and distinct business entity; 

Should not be part of a group of companies; 

Includes any subsidiaries and branches when measuring the size; 

Should be managed by its owners; 

Should be a natural person, sole proprietorship, partnership or a legal person 

such as a close corporation or company. 
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Small business owners are individuals who establish and manage their businesses for 

the principal purpose of furthering personal goals and ensuring security. The qualitative 

criteria of small businesses classify them according to size ie micro, very small, small 

and medium. 

Entrepreneurship 

The capacity and willingness to develop, organise and manage a business 

venture along with any of its risks in order to make a profit. The most obvious example 

of entrepreneurship is the starting of new businesses. Entrepreneurial spirit is 

characterised by innovation and risk-taking, and is an essential part of nation's ability to 

succeed in an ever changing and competitive global market-place. 

(http://www. businessdictionary.com/definitionIentrepreneursiptmi)  

Entrepreneur 

The term includes a variety of innovators who, in business, work in small, medium and 

large businesses and in the non-business sector, work in voluntary and government 

institutions (Motlatala et al, 2000: 490). The meaning of the word 'entrepreneur" has 

been effectively summed up as an individual who establishes and manages a business 

for the main purpose of profit and growth. An entrepreneur is characterised by 

innovative behaviour and will employ strategic management practices in the business 

(Nieman et a!, 2003: 10). 

2.3 	YOUTH UNEMPLOYMENT AND ENTREPRENEURSHIP CHALLENGES 

Unemployment is a historical phenomenon in South Africa, especially in the rural areas 

and the former Bantustans (Farquhar, 2000) but is not unique to South Africa, especially 

after the global recession in 2008. Currently, South Africa has an unemployment 

problem rate of 25.0% of the labour force according to the recent Statistics SA 3rd 

quarter of 2011. By a broader definition of unemployment, this includes the narrowly 

unemployed, those who were not working but would accept a suitable job if was offered 
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one, even though they are not now looking for work. In some cases, this includes 

seasonal workers and contract workers as well. Then, the unemployment rate rises to 

27-34% (Fields, 2000). 

Table 2:1 Unemployment in South Africa 

% 

	----

100 iuIIffIHTh 
I 	 •:t,i 	'tI n 	Uith t 	 C t=n 	F 	 IlIfl 	

rLiihn 

D(L 1 	 193 	20,3 	252 	 26F 	 299 	270 	269 	 289 	274 
U042010 	169 	199 	219 	240 	242 	247 	257 	271 	287 	243 
00:2011 193 	203 1 222 	30 	259 	269 	259 	279 

(Source: Statistics South Africa, Quarter 1 2011) 

In South Africa, young people between the ages of 15 and 35 years of age constitute 

37% of the total population, 70% of the unemployed, 46% of the people employed and 

33% of the self-employed (Statistics SA, 2001). Youth is over-represented in the 

unemployed category and under-represented in the self-employed category. This is 

consistent with the widely held perception that factors such as inadequate or 

inappropriate education levels, absence of youth financing strategies militate against 

great Labour market participation according to the National Youth Development Policy 

Framework (NYDPF, 2002). 



Involvement of youth in entrepreneurship can aueviate youth unemployment. One of 

the key challenges of establishing youth enterprises in South Africa is that youth below 

the age of 25 have little or no post matriculation education and virtually no work 

experience (Mhone, 2000). In response to the challenges of youth unemployment, co-

operative development policies and strategy ought to be put in place, including 

education and training. Even as far back as 1998, the ANC Youth League (: section 4. 

22) submitted that one of the more empowering ways of encouraging bottom-up 

employment creation is through the fostering of co-operatives. The reason is that the 

sector makes it possible to envision small business outside of the conventional SMME 

construct, i.e. it provides an alternative income generation strategy. 

2.4 	CHALLENGES FACING COOPERATIVES AND SMMES 

According to Nieman (2004) SMMEs have a number of challenges, such as access to 

start-up capital, marketing challenges, management skills, human resource and access 

to technology. These challenges are "common to many SMMEs in South Africa with a 

little degree of variance given the technology, infrastructure of different geographical 

areas" (p. 75). 

2.4.1 Access to Finance: Many business ideas do not come to market because of the 

lack of availability of finance, especially for start-up funding. The sources of funding for 

many SMMEs are often family and friends. There are also business support 

organisations which provide funding for SMMEs, such as Khula Enterprise and banks. 

However, the available funding does not meet the demand. The need for finance is not 

only for start-ups, but also for growth and expansion purposes. Businesses which have 

been operating for some time and survived the first two years of high failure rate, need 

to plan for the next phase of growth, In South Africa, this is yet another challenge. 
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In addition to all these challenges, there is the failure of SMMEs and cooperatives that 

have received finance for start-up capital. The availability of finance never guarantees 

success. The National Industrial Framework of South Africa mentions the challenges of 

many business failures even when finance is available (NIFP, 2007). This is a clear 

indication that other factors, such as experience in the field and other business and 

entrepreneurial skills, are key for business success. It does not depend on the mere 

availability of finance. However, it is the responsibility of business to support agencies 

which cater for SMMEs and cooperatives. 

	

2.4.2 	MARKETING CHALLENGES 

The other major challenge facing SMMEs, is the absence of sustainable markets for 

their products and services. They produce and offer services that do not have ready 

markets. Those running SMMEs also lack marketing skills when the right product and 

the right market is available. Most would-be entrepreneurs, especially the previously 

disadvantaged, start with other people's concepts and tend to follow the majority 

(Nieman, et a!, 2004:33). They are trying to be entrepreneurs but often don't have the 

correct know-how. This means they do not give priority to marketing in their overall 

business. They do not know how to segment their markets, analyse customer demand, 

know their competition or interpret trends (Nieman, 2008). 

	

2.4.3 	MANAGEMENT CHALLENGES 

According to Longenecker, Moore and Petty (2003) small business owners in the 

American context face challenges which differ from those of corporate executives. They 

claim that most would-be entrepreneurs are creative, innovative, and take risks, but lack 

professionalism. Founders of new businesses are not always good at organisation and 

administration. 

This applies even more in the South African context. Small businesses in particular are 

vulnerable to this weakness. As small businesses expand, their management problems 

will increase. "The failure of many American firms is attributed to lack of professional 
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management", according to Longenecker, Moore and Petty (2003:p.463).The same may 

be said about many small South African companies, including those in the study. 

2.4.4 SKILLS AND HUMAN RESOURCES CHALLENGES 

Nieman and Bennett (in Nieman et a!, 2004) consider the lack of suitable human 

resources to be the other important challenge faced by most SMMEs - the lack of 

appropriate manpower for small business. Human resources are the most precious 

asset of any business. Issues revolving around human resource management 

challenges include addressing the skills, attitudes and expectations of employees and of 

the entrepreneurs themselves. It is the entrepreneur who has to gather and mobilise 

the other production resources to create a new business venture or to change the 

direction of an existing firm (Nieman and Bennett in Nieman et a!, 2004:34). 

2.4.5 ACCESS TO TECHNOLOGY 

One of the main objectives of the Small Enterprise Development Agency (SEDA) in 

promoting business incubators in South Africa is to use incubators as centres of 

nurturing and accelerating the growth of technology based small and medium 

enterprises (Godisa, 2005/2006) Godisa is the business incubation strategy of SEDA. 

Technology demonstration centres assist in transferring technology which can fill the 

gap between the first (informal) and second (formal) economy. 

Technology plays a vital role in the livelihoods of people who are operating in the small 

and medium enterprises. The big question therefore is how these enterprises get 

access to technology and how technology can serve people, especially the poor (Allen 

and Thomas, 2000). Panos (cited in Allen and Thomas, 2000:415) describes the 

scarcity of technology among the larger population of the world. "We are in a world 

where 80% of the world's population has no access to reliable telecommunications and 

one-third have no access to electricity.. .there are more internet account holders in 

London than the whole of Africa". 
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SMMEs are also faced with the challenge of keeping up with technology. It is a financial 

challenge for SMMEs to frequently upgrade their operational and production equipment 

and stay competitive in the market. 

2.5 	CO-OPERATIVE DEVELOPMENT POLICIES AND STRATEGY 

New Co-operatives Act 14 of 2005 

The Co-operative Act No 191 of 1981 did well to facilitate the development of large 

scale and mainly agricultural co-operatives under the apartheid era. However, it was 

repealed with the introduction of the Cooperatives Act of 18 August, 2005, Act no. 14 of 

2005. Amongst other issues, the new Act provides for the formation and registration of 

co-operatives and established a Cooperatives Advisory Board. Its purpose is to promote 

the development of sustainable co-operatives. 

It holds the values of "self-help, self-reliance, self-reliability, democracy, equality and 

social responsibility." The government claims to be committed to providing a supportive 

legal environment for co-operatives. 

It also aims to ensure that international co-operative principles are recognised and 

implemented in the Republic of South Africa. In particular, it aims to support emerging 

co-operatives, especially "those owned by women and black people." 

(www.jutalaw.co.za) 

Act 14 of 2005 was amended in 2012 in order to make it more accountable. It now 

provides "for audit and independent review of co-operatives". The Advisory Board is 

now called the Advisory Council (www,info.gov.za) 

The new Act and its Amendment aim "to address the needs of the second economy." 

The government and DTI assert that they are committed to providing "cooperative 

supportive services." (www.dit.gov.za  Researched) These include education and 

training, business advisory services, access to loans and funding and technical support 

services. 
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2.6 	CLASSIFICATION OF SMMEs AND CO-OPERATIVES 

2.6.1 Classification of SMMEs 

The limits of what constitutes a small business vary from one economy to the other. In 

developed countries entities with fewer than 500 employees are usually considered as 

small and medium enterprises (OECD, 2004) while in developing countries the 

thresholds are generally lower. For instance in the United States of America, a 

business having an annual turnover of up to 2 billion dollars is referred to as a small and 

medium enterprise (OECD. 2004). 	In the United Kingdom small and medium 

enterprises are those with fewer than 200 employees and which have an annual 

turnover of 2 million pounds. In Japan an entity with fewer than 300 paid employees 

and 100 million yen paid-up capital in the manufacturing industry is regarded as a small 

and medium enterprise. An entity in retail and services sector with 10 million yen paid-

up capital and 50 employees is also regarded as a small medium enterprise in Japan. 

In Australia SMMEs are entities with employees of between 5 and 199 (Kotey & Folker, 

2007), whereas in Indonesia, business enterprises with 5 to 99 employees are 

considered as small to medium enterprises (Mira 2006:72). In another developing 

African country, Kenya, enterprises having between 11 to 100 employees are small and 

medium enterprises. 

In South Africa, micro enterprises are occasionally described as businesses whose 

turnover is below the compulsory VAT registration limit (R 300, 000). A further 

distinction is the "survivalists" business that is generally defined as providing income 

only below the poverty line (Annual Review of Small Business in South Africa 2004: 28). 

The National Small Business Act of South Africa, Act 102 of 1996, gives an official 

definition of small business in South Africa (Department of Trade and Industry, 2010). 

Small business "means a separate and distinct business entity (including co-operative 

enterprises and non-governmental organisations), managed by one owner or more 

(including any branches or subsidiaries), which is predominantly carried on in any sector 

or sub sector of the economy.' 
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The following table (Table 2.2) shows the classification of small, medium and micro 

enterprises according to different sectors in South Africa. It indicates the type of 

industry SMMEs are involved in, size or class of SMMEs, total full-time equivalent of 

paid employees, total annual turnover and total gross asset value (fixed property 
excluded). 

TABLE: 2.2 CLASSIFICATION OF SMMES ACCORDING TO INDUSTRY, SIZE, and 
NUMBER OFEMPLOYEES, TURNOVER AND ASSET VALUE. 

Sector or sub- Size or class Total full- Total annual Total gross asset 
sectors in time turnover value (fixed 
accordance equivalent property excluded) 
with the of paid Less than: Less than: 
Standard employees 
Industrial Less than: 
Classification 

Agriculture Medium ioo R 	4.00 	m R4.00m 
Small 50 R 	2.00 	m R2.00m 
Very small 10 R 	0.40 	m R 0.40 m 
Micro 5 R0.15m R0.lOm 

Mining and Medium 200 R30.00 	m R18.00m 
Quarrying Small 50 R 	7.50 	m R4.50m 

Very small 20 R 	3.00 	m R 1.80 m 
Micro 5 R0.15m R0.lOm 

Manufacturing Medium 200 P40.00 	m R15.00m 
Small 50 R10.00 	m R3.75m 
Very small 20 R 	4.00 	m R 1.50m 
Micro 5 R0.15m R0.10m 

Electricity, Gas Medium 200 R40.00 	m R15.00 m 
and Water Small 50 R10.00 	m R3.75m 

Very small 20 R 	4.00 	m R 1.50 m 
Micro 5 R0.15m R0.lOm 

Construction Medium 200 R20.00 	m R 4.00 m 
Small 50 R 	5.00 	m R 1.00m 
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Sector or sub- Size or class Total full- 	Total annual Total gross asset 
sectors in time 	turnover value (fixed 
accordance equivalent property excluded) 
with the of paid 	Less than: Less than: 
Standard employees 
Industrial Less than: 
Classification 

Very small 20 R 	2.00 	m R 0.40 m 
Micro 5 R0.15m R0.lQm 

Retail and Motor Medium 100 R30.00 	m R 5.00 m 
Trade and Small 50 R15.00 	m R2.50m 
Repair Services Very small 10 R 	3.00 	m R 0.50 m 

Micro 5 R0.15m R0.lQrn 

Wholesale Medium ioo R50.00 	m R 8.00 m 
Trade, Small 50 R25.00 	m R4.00m 
Commercial Very small 10 R 	5.00 	m R 0.50 m 
Agents and Micro 5 R 0. 15 m R 0. 10 m 
Allied Services 

Catering, Medium ioo R10.00 	m R2.00m 
Accommodation Small 50 R 	5.00 	m R lOOm 
and other Trade Very small 10 R 	1.00 	m R 0.20 m 

Micro 5 R0.15m R0.lOm 

Transport, Medium 100 R20.00 	m R 5.00 m 
Storage and Small 50 R10.00 	m R 2.50 m 
Communications Very small 10 R 	2.00 	m R 0.50 m 

Micro 5 R0.15m R0.10m 

Finance and Medium ioo R20.00 	m R 4.00 m 
Business Small 50 R10.00 	m R 2.00 m 
Services Very small 10 R 	2.00 	m R 0.40 m 

Micro 5 R0.15m R0.lOm 

Community, Medium ioo R10.00 	m R 5.00 m 
Social and Small 50 R 	5.00 	m R 2.50 m 
Personal Very small io R 	1.00 	m R 0.50 m 
Services Micro 5 R 0.15 m R 0.10 m 
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Source: http://www.polity.org.za/html/legislation/1996/act96-102.htmi  

In Table 2.2, the enterprises are illustrated by province. The table shows that Gauteng 

is the leading province with the total number of SMMEs in the country. KwaZulu- Natal 

and the Western Cape are the second and third respectively. 

TABLE: 2. 1 DISTRIBUTION OF ALL ENTERPRISES AND SMMES BY PROVINCE 

Province 

% of all 
enterprises in 

SA 

Number of 
SMME's 

% of total number of 
SMME's in SA 

Gauteng 38.6 414166 38.4 

Kwazulu- Natal 16.7 198749 18.4 

Western cape 126 144749 18.4 

Eastern Cape 8.2 94253 8.7 

North-West 4.1 56117 5.2 

Mpumalanga 7.0 53636 5.0 

Limpopo 6.4 49985 4.6 

Free State 4.7 49335 4.6 

Northern cape 1.7 19791 1.7 

RSA 100.0 1079627 100.0 

Source: Enterprise (2004: pp  22) 

Table 2.3 shows enterprises by size from (survivalists to large enterprises) per province. 
Gauteng province is still the highest in all types of enterprise sizes. 
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TABLE: 2. 2 PROVINCIALSHARE OF ENTERPRISES BY SIZE 

Province Survivalist Micro(0) Micro 

(1-4) 

Very 
small 

Small Medium Large 

Western 

Cape 

8.6 15.4 8.6 15.4 12.4 16.3 11.8 

Eastern 

Cape 

9.8 9.5 12.6 8.2 5.6 5.1 6.4 

Northern 

Cape 

1.5 1.2 3.9 1.8 1.5 1.2 1.7 

Free State 5.4 33.0 5.5 4.9 5.5 3.3 5.6 

Kwazulu- 

Natal 

6.1 18.8 21.4 18.2 17.6 16.9 17.9 

North-West 6.5 5.4 4.4 4.1 3.8 3.1 2.5 

Gauteng 19.6 36.7 32.5 40.8 46.1 45.4 49.7 

Mpumalan 

ga 

21.7 1:3.8 4.6 3.7 4.9 5.7 4.7 

Limpopo 20.8 5.9 6.8 2.9 2.6 2.4 4.8 

RSA 100 100 100 100 100 100 100 

Source: Enterprise (2004: 22) 

Table 2.4 estimates the business density of each province by comparing the number of 

enterprises to the population of the province. It shows that the proportion of formal 

businesses to the provincial population is highest in Gauteng and the Western Cape. 
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TABLE: 2. 3 SMME DENSITY PER PROVINCE; NUMBER OF ENTERPRISES PER 
100 PEOPLE 

Province Surviva- 
list 

Micro 
(0) 

Micro 
(1-4) 

Very 
small 

Small Me- 
dium 

Total 

Western 

Cape 

0.6 1.3 0.7 0.9 0.2 0.0 3.7 

Eastern 

Cape 

0.5 0.5 0.3 0.1 0.1 0.0 1.5 

Northern 

Cape 

0.4 0.3 0.7 0.4 0.1 0.0 1.9 

Free State 0.5 0.4 0.4 0.3 öi 0.0 1.7 

Kwazuju- 

Natal 

0.6 0.8 0.6 0.4 0.1 0.0 2.5 

North-West 0.4 0.4 0.3 0.2 0.1 0.0 1.4 

Gauteng 0.9 2.3 1.2 1.6 1.5 0.3 7.8 

Mpumalanga 0.6 0.4 0.4 0.3 0.1 0.0 1.8 

Umpopo 0.6 as 0.3 0.1 0.0 OM 1.4 

Source: Enterprise (2004: p. 22) 
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Table 2:5 Contributions of SMMEs to total employment. The table shows 

contribution to employment by different sizes of SMMEs 

Size - class % of total employment 

Survivalist 2.2 

Micro (1 - 3 employees) 6.5 

Micro (3- 7 employees) 13.0 

Very Small 15.7 

Small 13.0 

Large 46.1 

ource: NtsrKa, UU1) 
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2.6.1 Classification of Co-operatives 

According to the International Cooperative Alliance Statement on co-operatives identity 

adopted at the 1995 Congress and General Assembly, the following are the general 

values and principles of co-operatives (ICA:2007): 

Values 

Co-operatives are based on the values of self-help, self-responsibility, democracy, 

equality, equity and solidarity. In the tradition of their founders, co-operative members 

believe in the ethical values of honesty, openness, social responsibility and caring for 

others. 

Principles 

The co-operative principles are guidelines by which co-operatives put their values into 

practice. 

Voluntary and Open Membership 

Co-operatives are voluntary organisations open to all persons able to use their services 

and willing to accept the responsibilities of membership, without gender, social, racial, 

political, or religious discrimination. 

Democratic Member Control 

Co-operatives are democratic organisations controlled by their members, who actively 

participate in setting their policies and making decisions. Men and women serving as 

elected representatives are accountable to the membership. In primary co-operatives 

members have equal voting rights (one member, one vote) and co-operatives at other 

levels are also organised in a democratic manner. 

Member Economic Participation 

Members contribute equitably to, and democratically control, the capital of their co-

operative. At least part of that capital is usually the common property of the co-

operative. Members usually receive limited compensation, if any, on capital subscribed 

as a condition of membership. Members allocate surpluses for any or all of the 

28 



following purposes: developing their co-operative, possibly by setting up reserves, part 

of which at least would be indivisible; benefiting members in proportion to their 

transactions with the co-operative; and supporting other activities approved by the 
membership. 

Autonomy and Independence 

Co-operatives are autonomous, self-help organizations controlled by their members. If 

they enter into agreements with other organizations, including governments, or raise 

capital from external sources, they do so on terms that ensure democratic control by 

their members and maintain their co-operative autonomy. 

Education, Training and Information 

Co-operatives provide education and training for their members, elected 

representatives, managers and employees so they can effectively contribute to the 

development of their co-operatives. They inform the general public - particularly young 

people and opinion leaders - about the nature and benefits of co-operation. 

Co-operation among co-operatives 

Co-operatives serve their members most effectively and strengthen the co-operative 

movement by working together through local, national, regional and international 
structures. 

Concern for Community 

Co-operatives work for the sustainable development of their communities through 

policies approved by their members. 

Philip (2003) illustrates the different types of co-operatives as worker and user co-

operatives as follows: 

Worker co- operatives are where worker-members in the co-op own and control 

it on the basis of 'one member one vote'. In this way, worker co-ops potentially 

provide a radical alternative to the employment relationship found in conventional 

enterprises and many of the difficulties they face relate precisely to this attempt 

to redraw the relationships between 'owners' and 'producers' - when co-op 
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members combine both roles. Worker co-ops are a complex and specialised 

form of enterprise, requiring high levels of internal skill or external technical 

support to succeed, placing real constraints on their potential as a vehicle for 

mass job creation. 

Cooperatives face complex challenges and - assuming a basic level of business 

viability -their success or failure is typically determined by their ability to 

institutionalise internally. 

Case Study of Co-operative Success; accepted ways of managing the 

characteristic tensions that are at the heart of co-ops as a form of business: 

The tension between democratic worker participation in decision making and 

business efficiency; 

The tensions between the roles and interests of workers in their capacity as 

owners (to whom managers are accountable) and of workers in their capacity 

as producers (who are accountable, in the context of production, to 

managers); 

The tensions between the short-term desire of members to improve their 

quality of life and the longer-term interests of the co-op as an economic entity. 

User cooperatives In these co-ops, the members are users of the co-op's 

economic services, rather than necessarily being workers in the enterprise. This 

applies to a diverse range of types of cooperatives, including cooperatives banks, 

consumer cooperatives, cooperatives business associations and agricultural 

processing co-ops, where the members are farmers who supply the co-op, not 

the workers in the enterprise. 	In these co-ops, members use collective 

organisation to create economies of scale, as a way to enhance their economic 

access or to gain economic advantage, whether in relation to purchasing, 

marketing, access to financial services, access to housing, or social services. In 

user co-ops, the employees of the cooperatives generally have no special 

ownership relationship to the co-op and the employment relationships in such co-

ops are usually no different from employment relations in any conventional 
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business. In user co-ops, profits are shared on the basis of formulae agreed by 

members, but usually linked to the extent of use of co-op services by members. 

2.7 	SMMEs AND CO-OPERATIVES IN SOUTH AFRICA 

Small Medium and Micro Enterprises (SMMEs) are business entities established and 

managed by individual owners for the principal purpose of furthering personal goals and 

ensuring security (Watson in Nieman, Hough, Nieuwenhujzen, 2003: 10). A small 
business is any business that is independently owned and operated, but that is not 

dominant in its field and does not engage in any new marketing or innovative practices 
(Carland, in Nieman, et a! 2003: 10). 

Responsibility for co-operatives in government has been transferred from the 

Department of Agriculture, where these responsibilities were based in the past, to the 

Department of Trade and Industry, where a Cooperative Enterprise Development 

Division has now been established. In South Africa, the focus in building a cooperative 

movement, has been on worker cooperatives, which is from where the job creation 

impact is expected to come. It is on the experience with these cooperatives that this 

section will therefore focus (Philip, 2003). 

In the 1980s and 1990s, there were a range of initiatives to support worker co-

operatives. Few worker co-ops from this phase of cooperatives development have 

survived. More recently, cooperatives have made a comeback on the agenda as part of 

strategies for job creation, in the Growth and Development Summit of 1999 and with an 

apparent resurgence in co-op formation. In 2002, the National Co-op Association of 

South Africa (NCASA) published a base-line study on cooperatives in South Africa, 

which provides the following overview of co-ops (NCASA, 2002). 
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Table number 2.6 Registration Status of Cooperatives by Province 

Province Current Data from 

IPRO register 
National Picture - 

number of 

surviving co-ops 

Number of dead 

co-ops 
Survival rate Mortality rate 

KZN   8697 1044 7653 1200.0% 8800.0% 
EC  4124 287 3957 700.0% 9300.0% 
WC  1003 69 934 _____ 700.0% 9300.0% 
NC  798 20 778 250.0% 9750.0% 
Limpopo 1779 405 1474 2200.0% 7800.0% 
Mpumalanga 1396 187 1309 1250.0% 8750.0% 
Gauteng   2265 394 1971 1700.0% 8300.0% 
Free State  850 71 829 800.0% 9200.0% 
North-West 1208 167 1090 1300.0% 8700.0% 
National Total 

"-,-,-'. I- Ii- 	/-'.._. 
22120 

- ._ 	,- 	- 	- 	. 
2644 

. 	-. - 19995 
.- 	- 	- 1122.2% 8877.8% 

ILI NUVIOLVIcnlu LIII ouseune zuUZ 

The third-tier of banking in South Africa, made up of member-based financial 

institutions, meet the essential criterion of co-operatives. These comprise a spectrum 

that includes stokvels, burial societies, savings and credit unions, Village Banks and 

Mutual Banks. The National Stokvei Association of South Africa (NASASA) estimates 

that there are a total of 800,000 stokvels, burial societies and rotating savings and credit 

associations in South Africa, with about 8.25 million members and an estimated 

R 400 million a month in savings (NASASA, 2003). 

South Africa's Agricultural co-ops began in the 1910s   and 1920s and focused on input 

supplies and joint marketing of production and also established processing co-ops such 

as in the wine and spirits sector. In 2003, the Agricultural co-ops were organised under 

the Agri-Business Chamber (ABC) of Agri SA. Some of them have opted to remain as 

co-ops. The level of commercial success of these co-ops exceeds any other form of co-

op in South Africa (NASASA, 2003). 

Housing co-ops and housing associations provide a range of models of collective 

ownership of housing stock and form part of a wider set of 'social housing' initiatives, 

that also include self-build schemes, based on collective or co-operative approaches to 

home-building. These are based on reciprocity in the provision of labour to build a 

house, which is then usually owned by an individual home-owner (Jaffee as cited in 
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Philip, 2003). Cooperative Planning and Education note the housing co-operatives and 

associations have taken the following forms: 

Conversion of existing buildings to tenant ownership; 

The construction of housing on 'infill sites' in inner city areas; 

Conversion of offices in inner city areas to residential flats; 

Transformation of hostels. 

2.8 	INTERNATIONAL PERSPECTIVE ON COOPERATIVES 

A few international cooperatives give some context to the debates taking place in this 

study. These include the Italian Lega Nazionale delle co-operative (Legaco-op), which 

is the largest co-op federation in Italy, where co-ops are sufficiently influential in the 

economy to be defined as 'the third sector'; the Mondragon Cooperative Corporation, in 

Spain —probably the most famous success story of all co-ops; the role of co-ops and 

ESOP's in China's transition economy and the case of Kerala, in India (International 

Cooperative Alliance, 2010). 

The strength of Italy's co-op movement has derived from many factors: from its roots in 

the craft and artisan sectors; from the strong support provided to cooperatives by local 

governments. By 2002, the Legaco-op had a membership in excess of 6 million people, 

or just over 10% of the Italian population and a turnover equivalent to a third of South 
Africa's GDP. 	More than two thirds of the total membership is in consumer 

cooperatives. The total number of jobs in the cooperative sector is 342,000, with the 

largest job-creating sector in services and tourism (Gilmore, 2003) 

At the end of 2002, the Mondragon Cooperative Corporation (MCC) had 66,558 workers 

and with total assets of E14 billion. These include a co-op bank, the Caja Laboral; a 

multinational network of production sites in 23 countries, producing high tech machinery 

and competing effectively in global markets; consumer and distribution co-ops with 

320,000 members; an associated technical research centre and a private university 

(MCC Annual Report, 2002). 
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In China, a wide range of forms of cooperatives and of employee share ownership have 

been initiated as part of the transition from State Owned Enterprises (SOE's) to forms of 

private ownership. The China Institute for Reform and Development (CIRD) has 

promoted the concept of 'labour property rights', according to which it argues labour, 

should not only be paid wages, but should also enjoy property benefits, through share 

ownership and benefit from the accumulated contribution of labour to the value of the 

capital in former state owned enterprises (Philip, 2003). 

Kerala is a state in India, with over 31 million people, making it one of the highest 

density populations in the world. Kerala also has probably the largest worker co-op in 

the world, the Kerala Dinesh Beedi cooperative, producing traditional 'beedi' cigarettes, 

with 32,000 worker-members in 1995 and 326 work centres. Kerala Dinesh Beedi 

started 30 years before in response to a lockout of workers during a strike. Kerala has 

attracted renewed development interest for its attempts to apply the experiences of 

social mobilisation in the economic sphere. In 2000, local 'neighbourhood groups' 

(NHGs) started to put a localised version of the Grameen Bank approach in place and 

to save for the purpose of building up local capital at village level. A survey of 798 

NHGs in 2001 found that 17,000 women had saved $6.94 each, or $117,980, for use as 

capital in productive activities (Franke, 2003). 

Despite challenges of many kinds and diverse trajectories of development, the co-op 

model has continued to inspire people and co-op movements have endured and thrived 

in many countries of the world. According to the European Union Statistical Report on 

co-operatives of 1994, there were then over 53.7 million co-op members in the EU: with 

34.7 million concentrated in banking, credit and insurance co-ops (as member/account 

holders) and 9.5 million in consumer and retail co-ops (NASASA, 2003). 
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2.9 CONCLUSION 

Youth cooperatives and SMMEs are engines of economic growth in South Africa 

especially in job creation and poverty alleviation. 	In this chapter the common 

cooperatives and SMME classifications, contributions and challenges have been 

discussed as well as relevant literature and has been extremely helpful to unpack the 

environment on which cooperatives operate. In the next chapter, methodology and 

research design is discussed. 
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CHAPTER 3 

RESEARCH METHODOLOGY AND DESIGN 

3.1 INTRODUCTION 

The purpose of this chapter is to provide a description of the research methods 

employed in this study in regard to youth co-operatives in the Mafikeng area of the 

North- West province. The description starts from the research design to indicate the 

whole plan of data collection process. In addition, the researcher provides a justification 

for choosing a specific research method. The methods employed are determined by the 

research problem and specific information required. The data collection procedures, the 

nature of the target population and data analysis, including the ethics and limitations of 

the study, are also discussed. 

3.2 RESEARCH DESIGN 

The study uses the detailed quantitative design with varying sets of questions to elicit 

relevant information. According to Mouton (2000, p. 57) research designs are "tailored 

to address different kinds of questions. When we attempt to classify different types of 

studies, different design types, it is not surprising that we do so according to the type of 

questions they are able to answer." Selllitz, Jahoda, Deutsch and Cook as cited by 

Blanche (2006, p.34) define a research design as "the arrangement of conditions for 

collection and analysis of data in a manner that aims to combine relevance to the 

research purpose with economy in procedure". Research design is a "strategic 

framework for action that serves as a bridge between research questions and the 

execution or implementation of a research" (Blanche, 2006, p.34). 
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This study employs a descriptive quantitative research design using a cross sectional 

approach, as it gathers information at one point in time only. This is compared to a 

longitudinal type of study where, data is collected over a longer period of time. This 

method was chosen in order to enable the researcher to gain relevant data on youth co-

operatives. In addition, the immediate nature of cross sectional designs, as well as the 

relative ease of data collection, makes these designs a preferable choice in this study. 

The limited time and budget available for this research is another reason for the choice 

of cross sectional type of designs rather than longitudinal ones. 

3.3 UNITS OF ANALYSIS The unit of analysis is the person or object from whom the 

social researcher collects data relevant for a specific study (Bless, Smith, Kagee, 2006). 

The units of analysis in this research are: 

Individuals: the researcher investigates the conditions, performance and 

satisfaction of individual youth co-operative members; 

Groups: this is when the unit of analysis is more than one person (Bless, Smith, 

Kagee, 2006). In this study the members of the youth co-operatives are studied 

as a group such as their business performance, growth or challenges are dealt 

with as groups. 

3.4 RESEARCH METHODOLOGY 

According to Henning (2004, p.2) the decision of using either quantitative or qualitative 

instruments is guided by "the way in which the data is sourced, accessed or gathered 

and constructed." In this research both qualitative and quantitative research methods 

will be employed by the researcher to investigate the nature of youth-owned 

cooperatives in the Mafikeng area. This is because the nature of the data required 

includes questionnaires which require respondents to choose from a predetermined set 

of scaled responses which can be calculated and interpreted (quantitative). According 

to Bless, Smith & Kagee (2006, p.44), quantitative research methodology relies upon 

measurement and uses various scales. Numbers form a coding system by which 
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different cases and different variables may be compared. Systematic changes in scores 

are interpreted or given meaning in terms of the actual world that they represent. Thus, 

a quantitative research design, based on the main research questions will be used in 

this study. 

In addition the nature of the research required observation of some activities by youth 

co-operatives operating in their real environment in the Mafikeng area. The researcher 

also interviewed some of the youth co-operatives available in the Mafikeng area on 

business growth and challenges, which can be regarded as qualitative type of research. 

3.5 POPULATION 

The study focused specifically on the youth co-operatives that are located within the 

Mafikeng geographic area. Bless, Smith & Kagee (2006, p.184), describes population 

as the complete set of events, people or things to which the research findings are to be 

applied. In order to get more data on youth co-operatives in the Mafikeng area, current 

business performance, challenges and suggested interventions, other government and 

private officials are also included in the data collection. A complete database of co-

operatives exists at the Companies Intellectual Property Commission (CIPC), 2013 and 

will be used in the discussion with officials and experts who are directly working with 

SMMEs and youth cooperatives. In addition, data is collected from youth co-operatives 

themselves. This is the core of the study as the main findings depend on the owners of 

youth co-operatives themselves. In this research the following target groups are 

included: 

North West Department of Economic Development and Tourism; 

Small Enterprise Development Agency (SEDA), Modiri Molema branch; 

Mafikeng Local Municipality; 

Youth co-operatives in Mafikeng. 
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3.6 SELECTION OF RESPONDENTS 

There is readily available data on the total number of youth co-operatives in the 

Mafikeng area, but not how many have succeeded or failed. Also, their correct location 

is not known. This makes the application of probability sampling such as simple 

random sampling based on some sampling interval difficult. When the total number of 

respondents is not well known, it is difficult to decide the sampling interval so that each 

selected sample is reached for data collection. As a result, a non-probability sampling 

was utilised. Only youth co-operatives which were convenient to the researcher 

(convenience sampling) were considered in the study. According to Cooper and 

Schindler (2004) a properly administered non probability sampling gives better results 

than probability sampling. 

All business support agencies and experts in Mafikeng area such as Department of 

Economic Development and Tourism, Mafikeng Local Municipality and SEDA were 

included in the data collection process. 

A total number of 40 co-operatives was selected within the Ngaka Modiri Molema 

district. The co-operatives are working in the trade areas of Manufacturing, Tourism, 

Services, Agriculture and Information Technology. The study targeted youth-owned co-

operatives located in informal, rural and urban areas. 

The 40 youth owned co-operatives were used for the study and five senior government 

representatives were interviewed. The government representatives are responsible for 

small enterprise development, whereas the entrepreneurs have direct experience of 

challenges facing the sector. The entrepreneurs were selected from registered co-

operatives in the Central District of the North-West Province, while government 

representatives were selected from departments and agencies helping SMMEs. The 

sample also included small businesses within the sector in order to compare challenges 

between non-cooperatives and cooperatives. 
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3.7 DATA COLLECTION 

In this study it was necessary to collect both primary and secondary data. Secondary 

data was available from books, annual reports, archives and other department 

collections. Primary data was collected from youth co-operatives and government 

business support organisations such as Department of Economic Development and 

Tourism, Mafikeng Local Municipality and Small Enterprise Development Agency. 

The questionnaire was comprised of two sections. The first section was for youth 

cooperatives and the second section was for professionals employed by the state to 

support cooperatives. 

Self-administered questionnaires were used to collect the primary data for quantitative 

analysis. The collection of the primary data was by means of the questionnaire to the 

workforce who should be the beneficiaries of incentive schemes offered by 

management. The secondary data collection was conducted by consulting relevant 

literature including professional magazines (the Enterprise and lmpumelelo), 

newspapers, journals, legislation and completed published and/or unpublished 

dissertations and by listening to specialist interviews on television and radio stations. 

In the primary data collection the following data collection instruments were used: 

1. Questionnaire: 

The study used the detailed quantitative design with varying sets of questions to get 

relevant information for the study. According to Denscombe (2003, p.145) 

questionnaires are written lists of questions designed to collect information which can 

be used subsequently as data for analysis. Denscombe (2003) further describes 

research situations which are suitable for questionnaire as follows: 

When used with large number of respondents in many locations; 

When what is required is fairly straight forward information; 

When resources allow for the costs of printing, postage and data preparation; 
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When the respondents are expected to be able to read and understand the 

questions. 

The questionnaire in this research included both closed and open ended questions (see 

Appendix A). Closed ended questions give respondents an opportunity to choose from 

given alternatives. This normally restricts respondents to remain within the given 

alternatives. However, it is difficult to provide all possible alternatives in one question. 

As a result, respondents are provided with another alternative such as other'; 

respondents had the opportunity to write something out of the given choices. Typically, 

the closed ended questions in this study focused on age, location, education and 

sectors of trade. 

The open ended questions gave a chance for respondents to write without any 

restriction. This helped to get answers for some crucial questions in the research and 

allowed respondents to express their own views as they wished. Examples of open 

ended questions used in this study had to do with the government's level of support and 

access to markets for products. 

There were more closed ended questions than open ended ones in the questionnaire. 

This is because close ended questions are easy to administer and analyse compared to 

open ended questions. In addition, open ended questions need more time to answer, 

which reduces respondents' participation in each question. 

2. Interviews: These involved direct personal contact with a participant who was asked 

to answer questions related to the research problem (Bless, Smith, Kagee, 2006). In 

this study, unstructured and semi-structured interviews were used to obtain relevant 

data on issues related to youth co-operatives performance in the Mafikeng area. 

The questions asked were about key challenges affecting the business and what 

level of support government should put in place. 
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3. Observation: The researcher observed the behaviour of people in their own 

respective businesses areas. A researcher could observe the facility, machinery, 

production, customer interaction and volume of sales in a personal visit. 

3.8 DATA ANALYSIS 

Data analysis is critical and forms a central part of a research project. In essence, the 

main objective of data analysis is to reduce data to an interpretable and understandable 

form, so that research problems can be studied and tested and allow conclusions to be 

drawn. According to Bless, Smith & Kagee (2006, p.163), once data collection and 

checking have been completed, the researcher should begin the process of analysing 

data. This analysis is conducted so that the researcher can detect consistent patterns 

within the data, such as the consistent co-variance of two or more variables. 

Quantitative data analysis: The researcher used a computer software package called 

Statistical Package for the Social Sciences, commonly referred to as SPSS (version 19) 

to give a description of the findings in the data through the use of tables and graphs. 

Consequently, the quantitative part of the questionnaire is displayed using tables, 

graphs and charts. 

Qualitative data analysis: The qualitative data was analysed using a content analysis 

technique of summarising themes and sub-themes. Content analysis is a method which 

helps the researcher to analyse the content of documents. Basically it is a method that 

can be used with any text whether it is in the form of writing, sounds or pictures as a 

way of quantifying the contents of a text (Denscombe, 2003. p.  221). According to 

Denzin and Liconln (1994, p. 393), the analysis and interpretation of written material 

offer a distinctive challenge, which enabled the researcher to collect data which would 

not become available otherwise. 
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Data was analysed by means of descriptive statistics to provide summaries about the 

sample and the measures. Together with graphical representation of data, this formed 

the basis of the quantitative analysis of the data. 

3.9 ETHICS AND CONFIDENTIALITY 

The researcher took reasonable steps to assure participants in this study of the 

confidentiality of the answers and discussions; the information obtained from them 

would solely be used for the purposes of the study and nothing else. According to 

Walliman (2008) ethical issues are concerned with the values of honesty, frankness and 

personal integrity. Ethical issues are also the concern of ethical responsibilities towards 

the subject of research such as consent, confidentiality and courtesy. 

In the first instance the researcher took utmost care in the whole research process 

regarding intellectual ownership, citations and acknowledgement. In the second case, 

the researcher followed some procedures of ethics with the respondents such as 

consent from each respondent and freedom not to participate in the questionnaire or 

interview. In addition, Language and images were handled with care on some sensitive 

issues such as age, cultural diversity, disability, gender and sexual orientation 

(Walliman, 2008). 

The importance of full and co-operative participation of research subjects cannot be 

over-emphasised. The participation or non-participation in the research is largely 

influenced by the guarantee that subjects' anonymity will be respected and the 

researcher has to apply acceptable ethical standards at all times. 	Prior to the 

distribution, the researcher individually approached the research respondents and gave 

them a letter of intent to conduct research. The researcher also assured the 

respondents of their anonymity and stressed that the research was to be conducted for 

academic purposes only. 
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3.10 LIMITATION OF THE STUDY 

This study focuses specifically on youth cooperatives that are within the Mafikeng area, 

the capital city of the North-West province. Mafikeng area cannot fully represent the 

nature and challenges of other youth cooperatives in South Africa, given the different 

geographic, economic and entrepreneurial cultures of regions. As a result the 

conclusion may not completely represent the rest of the small business and youth co- 

operative sector in South Africa. 

Data from failed or collapsed youth cooperatives should have been more relevant to get 

a clear idea of the main challenges for the youth cooperatives in Mafikeng area. 

However, it was very difficult to get information from failed cooperatives. This limits full 

understanding of the nature of youth cooperatives in Mafikeng area. 

3.11 CONCLUSIONS 

In this chapter the blueprint and plan of the research design and data collection 

procedures were discussed. Each data collection instrument was described. The target 

population, ethical considerations and limitations of the study were also discussed. In 

the next chapter, the results and findings will be presented. 
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cHAPTER4 

RESEARCH FINDINGS AND INTERPRETATION 

4.1 INTRODUCTION 

In this chapter, the research findings are presented based on the main aims identified 

for this study. Some interviewees misconstrued the study as a direct response by 

government to chaUenges they faced and therefore hoped for immediate assistance. 

The other challenge was the literacy levels which required direct assistance by the 
interview. 

Demographic characteristics of participants 

In this study, there were forty cooperatives and five government officials, with more 

female (70%) than male participants (30%). Half the participants in this study (50%) had 

completed grade 12 and the rest had primary to second schooling education. 

The cooperatives were located in the following areas: informal settlement, urban area 

and rural areas. The majority of cooperatives (55%) were based in rural areas (which 

could imply that the government's message of taking cooperatives to rural areas is 

being taken seriously). The cooperatives in informal settlements were 28% and in 

urban areas, 17%. 
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Figure 4.1 Education level 

The figure below shows education level of participants. 
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The table below summarises how participants ran their business 

Table 4.1 Performance of Co-operatives 

_ 

No_ 

FHave 

f % f % 

you ever received any funding from government? ii 27.5 29 72.5 

Do you use any form of technological instruments in your 
business? 

21 52.5 19 47.5 

Did you attend any training related to your business? 37 92.5 3 7.5 

21 5~-51 47.5 

The table above shows that 72.5% of co-operatives have not received financial support 

from government meaning there is less support in the area of funding co-operatives. 
However, in terms of training, 92.5% of co-operatives have received training related to 
their business and half of the co-operatives are now using technological instruments. 

46 



Almost 50% of co-operatives have used their own funding for starting their businesses. 
The finding on government funding is that there is an insignificant level of financial 
support to the co-operatives. The banks were found to have been reluctant to provide 
financial loans to the co-operatives, with friends and family being quite supportive 
providing source of funding with 23.4% 

Table 4.2 in what type of industry is your business operating? 

The table below compares challenges experienced by the co-operatives in four areas of 
management function. 

Table 4.2 

Challenges Frequency % 

Financial 26 65 

Marketing 13 32.5 

Technology 8 20 

Human resource 3 7.5 

Total 40 100 

It is found that the majority of the co-operatives (65%) are experiencing financial 
management challenges followed by problems with marketing. Human resources were 
least problematical as experienced by the co-operatives as compared to 65% in 
financial management and 32.5% in marketing skills. This table shows that there is no 
shortage of staffing; rather, there is a skills shortage. 
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Table 4.3 Which of the following factors contributed highly to your business? 

The table below investigates operational challenges of factors that have significant 
impact on the running of the business. 

Factors Frequency % 

Cash flow 21 44.7 

Late payments by clients 6 12.8 

Location of the business 7 14.9 

Poor record keeping 8 17 

Lack of business skills 5 10.6 

Total 47 100 

The table above shows that cash flow is the leading contributor, impacting on how a 
business performs. The cash flow challenge is consistent with the finding made in table 
4.3 which relates to financial management challenges experienced by the co-
operatives. Poor record keeping (related to the skills shortage) also contributes 
substantially to the challenges. 

Table 4.4 How many employees do you have? 

The table determines the number of employees found in the co-operatives 

employeesE Frequency % FNo 
1 2.1 

15 31.9 

Three 9 19.1 

Four 6 12.8 



More 	
- 

than five 13  27.7 

iiai 47 100 

The table above shows that only 27.7% of cooperatives employ more than five 
employees. It could be argued that lack of funding support from government is 
inhibiting production and growth in cooperatives. 

Table 4.5 Questions directed at government officials responsible for economic 
development 

The table below shows how government officials responded to two main questions 
relating to the state of co-operatives 

SD 0 U A SA 

EDo 

°' ' 
you think youth cooperatives are 1 7.1 3 21.4 3 21.4 T 50 0 0 

contributing positively to the economy 
in this province? 

Do you think there are enough 1 7.1 7 50 2 14.2 1 7.1 3 21.4 
business support strategies currently 
available from government to youth co- 
operatives in the Mafikeng area? 

LuIy, u = unaec!aea, P.=gree, SA=Strongly 
Agree, F=frequency 

50% of all respondents polled agree that co-operatives are contributing positively to the 
economy of the North-West province, whereas over 50% also disagree. They admit that 
there are not enough business support strategies available from government to help 
youth co-operatives. 
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Table 4.6 Recognition of youth in co-operatives 

The table below measures the level of recognition by young people in co-operatives 

w is youth recognition in cooperatives in Mafikeng Frequency 
a? F 

Very high 0 

High 
0 

Medium 
10 

Low 
4 

Total 14 

The table above shows that there is medium recognition of young people in the 
Mafikeng area. Of all the respondents only 71 .4% were rated at medium, meaning 
there is awareness of recognition of co-operatives by young people. The recognition 
level implies that young people are aware of co-operatives as one of the enterprise 
vehicles to pursue collective entrepreneurial goals. 

Table 4.7SMME failure factors 

The table below investigates factors causing SMME and co-operatives failure 

Inyour opinion the main causes of SMME and co- Frequen 
operative failure are related to cy 

Start-up funding 6 

Finance for growth 3 

Lack of business skills 1 

Lack of entrepreneurial acumen 4 

Total 
14 

The table above shows that 42.9% of co-operatives fail due to lack of start-up funding. 
Lack of financial support is a consistent finding as indicated in the previous tables. Lack 
of relevant skills also contributes significantly to the failure of these organisations. 

% 

0 

0 

71.4 

28.6 

100 

0/ 
/0 

42.9 

21.4 

7.1 

28.6 

100 
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CHI-SQUARE TEST OF INDEPENDENCE 

This test of independence is concerned with the relationship between two different 

factors (or categories) in a population under study. 

Table 4.8 Cross-tabulation of perceptions of business owners by the number of 

employees regarding major challenges in running a business 

E How many employees do you have? 

Challenge Less than 4 	 At least 4 Total 

Fniancial 

Other challenges 

21 	 5 

4 	 16 

26 

20 

Total 25 	 21 46 

p-value = 0.00004 	chi-square statistic = 16.82 	df= 1 

SPSS 18.0 software package was used to perform a chi-square test for the data in 

Table 4.8 the chi-square statistic and the p-value with one degree of freedom are 16.82 

and 0.00004, respectively. Since the p-value is less than 5% level of significance, the 

perception of business owners about major challenges to run a business is significantly 

dependent on their number of employees. It means that the majority (21/25 = 84%) of 

the business owners with fewer than four employees tend to agree that the major 

challenge to run a business is finance, whereas the majority (16/21 = 76%) of the 

business owners with at least four employees tend to disagree. 

Figure 4.2 Numbers of employees 
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Another way of expressing the idea represented in table 4.8 is with this bar graph 
below: 

The figure below distinguishes between business owners with fewer than 4 employees 

and those with at least 4 employees. 
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The figure above indicates that businesses with fewer than 4 employees say their major 

challenge in running their business is financial, whilst those with more employees 

experience other challenges, with financial management being least of their challenges. 

Table 4.9 Cross tabulation of perceptions of business owners by their educational 

levels regarding factors contributing highly to their businesses. 

ch of the following factors contribute highly to 

business? 

flow and 	Other factors Total 
[Educational  

el 

fCash 

ness location 

mary scho  11 20 
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High school 

Total 28 	 16 44 

p-  value = 0.019 

The chi-square statistic and the p-value with one degree of freedom in Table 4.18 are 

5.51 and 0.019, respectively. Since the p-value is less than 5% level of significance, the 

perception of business owners about factors contributing highly to their business is 

significantly dependent on their educational level. The findings made in this regard 

point to the importance of education in accessing information and knowledge that will 

help the business to better manage its cash flow. The higher your level of education, 

the easier it is to access meaningful information for business development. It means 

that the majority (19/24 = 79%) of business owners with high school education tend to 

agree that cash flow and business location contributed highly to their business, 

whereas the majority (11/20 = 55%) of the business owners with primary school 

education tend to disagree. 

Cash flow is an important factor in managing an enterprise successfully and access to 

information and reading about it can effectively enhance the capability of the manager. 

This finding indicates that the higher your education level the more the chances are for 

you to manage cash flow and understand the significance of the business location. 

Figure 4.3 below justifies this research finding: 

Figure 4.3 Factors for business success 

Figure 4.3 reflects the findings of Table 4. 9 in the form of bar graphs. 
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This figure confirms the importance of levels of education in accessing information that 

is vital in order to run a business successfully. It has implications for the training of 
young people for cooperatives. 

Table 4.10: Cross tabulation of perceptions of business owners about major 

challenges to run a business according to where their business is located. 

Which one of the following is your major challenge to run 

your business? 

F&urban 

..-.. 
Financial 	 Marketing Total 

22 	 5 27 

Informal 
4 	 8 

12 
settlement 

Total 26 	 13 39 
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p- va ue - 0.003 	chi-square statistic = 8.67 	df = 1 

The chi-square statistic and the p-value with one degree of freedom in Table 4.10 are 

8.67 and 0.003, respectively. Since the p-value is less than 5% level of significance, the 

perception of business owners about major challenge in running a business is 

significantly dependent on where their business is located. It means that the majority 

(22/27 = 81%) of the business owners from the rural and urban areas tend to believe 

that finance is their major challenge to run a business, whereas the majority (8/12= 

67%) of business owners from informal settlements tend to believe that marketing is 

their major challenge to run a business. Figure 4.4 below justifies this research finding: 

Table 4.10 and Figure 4.4 show that perceptions of specific challenges depend to a 

large degree on where the business is located. One could assume that those in informal 

settlements may have more difficulty accessing markets for various reasons. 

Figure 4.4 
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The figure above indicates that financial management skill is a challenge for majority of 

cooperatives. The perception of challenges depend on age, level of education, number 

of employees, where the business is located for many of the cooperatives. 
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CHAPTER 5 

DISCUSSION, CONCLUSION, IMPLICATIONS AND RECOMMENDATIONS 

	

5.1 	Introduction 

The aim of the study was to investigate the challenges facing youth in 

cooperatives and the market environment of cooperatives in relation to their 

sustainability. Most importantly the aim was to probe whether the cooperative 

model helped young people in the district to participate in their local economy as 

owners and managers of enterprises. In chapter 5 the results of the various 

statistical procedures are analysed and interpreted. 

This chapter discusses the findings of the present study in order to arrive at 

certain conclusions based on the aims highlighted above. Recommendations are 

made for further research in this area. 

	

5.2 	Discussion of the results 

The study focused on the following objectives: 

What are the challenges facing youth owned cooperatives? 

Are there sustainable markets for co-operatives to sell their products? 

What are the government's levels of support to youth involved in the co-

operative sector? 

Are cooperatives a viable option to encourage youth entrepreneurship and 

alleviate unemployment? 

The majority of young people found in the cooperatives interviewed are between 

the ages of 25 and 35 years of age with over 50% of them located in rural areas. 
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5.2.1 What are the challenges facing youth owned cooperatives? 

Table 4.2 in Chapter 4: The majority of respondents indicated that they 

viewed their primary challenge as financial management, followed by their 

ability to market their products or services. In table 4.3 most of them 

found cash flow to be a significant problem facing their operations. 

Management of cash flow is directly linked to the overall management of 

finances in these co-operatives. This is a strategic management function 

that must be fully employed to ensure sustainability of the business. It is 

one of the greatest challenges to the performance of co-operatives. It has 

implications for the education and training of those taking part in youth 

cooperatives. 

5.2.2 Are there sustainable markets for co-operatives to sell their products? 

In chapter 4 under table 4.5, most of the respondents indicated that there 

is lack of sustainable markets for their products/services and have 

recommended that the government should play a leading role in creating a 

conducive environment for their products to reach markets. 	The 

challenges are also linked to the inability of the co-operatives to market 

their own products or services. 

5.2.3 What are the government's levels of support to youth involved in the co-

operative sector? 

In table 4.1 of chapter 4, only 27.5% of respondents indicated that they 

received government funding to start their businesses with the majority of 

them sourcing their funding either from family and friends or their own 

funding. The latter indicates minimal support from government to youth 

involved in co-operatives insofar as funding is concerned. 
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5.2.4 Are co-operatives a viable option to encourage youth entrepreneurship 

and alleviate poverty? 

In accordance with data presented in table 4.5, 50% of the respondents 

indicated that youth co-operatives are contributing positively to the 

economy of the province. This is despite the fact that the majority of the 

respondents (85.7%) believe that government does not provides sufficient 

business support strategies to the co-operatives. 

Concluding Remarks 

It is quite clear that there is willingness amongst the youth to participate in co-operatives 

despite low levels of government support. They recognise that employment can be 

created through establishing small enterprises which drive development and thereby 

help to reduce poverty. Lack of proper support strategies by government remains a 

source of frustration to the majority of young people participating in the co-operatives. 

These strategies include targeted training, mentoring and coaching in addition to 

financial and marketing support. 

5.3 	Implications 

It is very clear that failure by government to develop or put in practice 

support systems to help these co-operatives to grow will results in 

hopelessness and low levels of morale by youth to venture into the co-

operative sector. It is more so given the low levels of literacy amongst 

young people found in these co-operatives. 

Young people may end up viewing the co-operatives as difficult to operate 

and this will lead to negative perceptions of what these structures can 

actually achieve. 
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5.4 Recommendations 

From the findings of this study, the following recommendations are made: 

Recommendation I 

The government should put a practical support system and strategies 

in place to help youth-owned cooperatives to grow, develop and help 

alleviate unemployment, which is felt directly by the youth. These 

support systems should include financial supportlgrants, literacy 

enhancement, mentoring and coaching and preferential procurement. 

Although a certain amount of coaching has taken place, it needs to be 

correctly focussed so that it can be applied in the context of 

cooperatives. 

Recommendation 2 

The government needs to implement targeted training to all existing 

cooperatives in order to harness their financial, operational and 

marketing skills. Training of youth in cooperatives should be a long-

term intervention in order to fulfil the impact it has on them. Regular 

feedback or monitoring and evaluation mechanism is required to 

measure the impact of training interventions on cooperatives. 

Recommendation 3 

The government needs to lead in the creation of a favourable 

environment for these cooperatives to interact with the private sector in 

order to ensure easy access to sustainable markets, leading to their 

growth in the long term. 
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APPENDIX 

QUESTIONNAIRE 

Kindly place an X in the relevant boxes below, to indicate your age, sex and grade: 

Please answer the following questions to the best of your ability: 

SECTION I 

This section is for youth co-operatives and SMME owners 

1. The location of your businesses 

Location x 

Urban area 

Rural area 

Informal settlement 

Other specify 
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What is your level of education? 

Education level X 

No schooling 

Primary school 

High school 

Tertiary 

Other, Please specify 

For how long has your business been operational? 

Duration X 

Less than two years 

Three to five years 

More than five years 

More than ten years 

Have you ever received any funding from government? 

Yes 

No 
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5. What was your source of funding for starting your business? 

Source of start-up funding X 

Own funding 

Family and friends 

Bank loan 

Government funding 

Other, please specify 

Do you use any form of technological instruments in your business? 

Yes 

No 

Did you attend any training related to your businesses? 

Yes 

No 
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8. In what type of industry is your business operating? 

Services 

Retail 

Construction 

Telecommunication 

Tourism 

Manufacturing 

Other, Please specify 

9. Which one of the following is your major challenge to run your business? 

Challenges 	 x 

Financial 

Marketing 

Technology 
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Which of the following factors contributed highly to your business? 

Factors 	 x 

Cash flow problem 

Late payments by clients 

Location of the business 

Crime 

Poor record keeping 

Lack of business skills 

How many employees do you have? 

No of employees 	 X 

One 

Two 

Three 

Four 

Five 

More than five 
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Is your income increasing since you started your business? 

L 	

Yes 

No 

In your opinion what are the main challenges for your business? 

In your opinion what can help you to make your business succeed? 

15. How do you rate the youth participation in co-operatives in your 

area? 
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SECTION II 

This section is for economic development professionals and SMME experts (SEDA, 

Municipality and Economic Development. 

Do you think youth co-operatives are contributing positively to the economy in this 

province? 

Description X 

Strongly disagree 

Disagree 

I do not know 

Agree 

Strongly agree 

Do you think there are enough business support strategies currently available from 

government to youth co-operatives in the Mafikeng area? 

Description 	 X 

Strongly disagree 

Disagree 

I do not know 

Agree 

Strongly agree 



How is the youth participation in co-operatives in Mafikeng area? 

Description X 

Very high 

High 

Medium 

Low 

Very low 

Other, please specify 

In your opinion the main causes of SMME and co-operative failure are related to: 

Description X 

Start-up funding 

Finance for growth 

Lack of business skills 

Technology 

Lack of entrepreneurial skills 

Other, please specify 
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In your opinion what are the main factors contributing for youth co-operative and 

SMME failure? 

In your opinion what are the possible solutions to reduce the failure rate of youth co-

operatives and SMME's? 

21. In your opinion what government strategies and interventions can be introduced to 

the youth co-operative and SMME sector to ensure their optimum contribution to the 

country's economy? 
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