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ABSTRACT

The purpose of this research was to assess the effect of resources gained through
networking on the relationship between social capital and small business
performance. The research further investigated the various forms of social capital
resources that SME businesses tend to have access to due to their social capital and

the critical areas of success that influence business performance.

Previous research on social network theory underpinned the research; a quantitative
study was conducted to test the three hypotheses formulated from the literature
review. The hypotheses were focused on testing for correlation between the two

constructs and the moderating variable.

An online survey was distributed to business owners operating businesses within
South Africa using a cross-sectional research method. The survey was not limited to
company size, age, or sector.

Spearmen's correlation test was conducted on the variables to test the survey results

for a statistical relationship.

The statistical results indicate a significant and positive correlation between construct
one, social capital, and construct two, SME business performance. Similarly, a
moderately significant and positive statistical relationship existed between network
diversity and size and SME business performance.

This study intends to the body of knowledge on academic studies on social capital

and improving SME business performance to reduce business failure. Implications

for business are detailed in the research report.

Keywords: social capital, small business performance, resources
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CHAPTER 1
INTRODUCTION TO RESEARCH PROBLEM

1.1  INTRODUCTION

Small and medium businesses (SME’s) are a functional part of the economy in both
developing and developed countries and been identified as a key driver of new
market creation, existing market growth, innovation and increased employment
(Ranjan, 2019). Though prominent across all markets and across geographical
locations, the factors that influence entrepreneurial performance vary and much
research has been conducted on this topic with these factors having been studied
extensively resulting in the top three factors to commonly include government policy,
access to capital and social capital (Radulovich et al., 2018). With a specific focus
on social and entrepreneurial performance, literature exists on these constructs
however a gap in knowledge has been identified were the effect of resources
obtained directly as a result of entrepreneurs exercising their social capital is yet to
be explored (Stam et al., 2014). Therefore, the primary focus of this study is to test

how resources obtained through social capital impact small firm performance.

This chapter outlines the background of the research problem, what the objective of
the research study is and what the researcher aimed to accomplish. The scope of
the research study is also detailed in this chapter to provide context. Furthermore,
this chapter explains the relevance of this research study in relation to academia and

its contribution to the business sector.

1.2 BACKGROUND TO THE RESEARCH STUDY

Studies noted the starting journey of most businesses, whether funded through
third party finance or self-funded, is often characterized by having limited resources,
both tangible in the form of equipment and machinery and intangible in the form of
access to information and market knowledge (JASRA, 2011; Premaratne, 2001).
This, therefore, requires that business owners use existing connections and

innovative methods to get the business started. This shortage highlights the need for



social capital in an organization in its early stages as it facilities the flow of information

and resources (Burt, 2000).

Extensive research has been conducted on the topic of how nurturing and enlarging
business networks is an important part of the business journey through either
brokerage or closure. Studies conducted by Sarada and Tocoian (2019) indicated
where networks exist, information sharing is often easy, as well as resource sharing

which is often important for the survival of businesses in the early stages.

Literature from authors such as Premaratne (2001) who conducted a study in Sri
Lanka, and Gelderman et al., (2020) and their study regarding the meat industry in
Holland are evidence that social capital does have an effect on business

performance and supports this view.

Further to resource sharing and information access, Menzies et al., (2020) noted
social capital helps business grow and enter new markets thus making it an essential

part of business continuity and sustainability.

The above studies cement the notion that creation, maintenance and growth of an
organizations social capital is a crucial part of business performance as social capital
can support business operations and growth through access to information which in

turn impacts business performance and decreases the likelihood of failure.

1.3 PROBLEM STATEMENT, OBJECTIVE, AND MOTIVATION

1.3.1 Problem statement

SME businesses are crucial to all economies making up 90% of all companies
worldwide and providing 50% of the global employment opportunities (World Bank,
2020). However, 50% of all small businesses fail within the first five years of
operation due to various reasons with limited resources being the most common
(Carter, 2021). Chittithaworn et al.,(2011) in their study on factors affecting small
business success, noted that limited resources are amongst the leading factors and

thus are a hindrance to business growth and success.



Various academic literature on the effects of social capital as a valuable resource for
young and small business growth and performance exist yet the failure of SME
businesses remains an area of concern. Similarly, previous studies Cappiello et al.,
(2020), Premaratne, (2001) and Vinayachandran & Ambily, (2020) have revealed
social capital does impact business performance in areas such as competitive
advantage, innovation and resource sharing (Afandi et al., 2017; Premaratne, 2001;
Vinayachandran & Ambily, 2020).

The gap in the literature is therefore highlighted by how resources access to social
capital can be utilized to bridge the resource shortages experienced by SME
businesses. The secondary requirement attempts to understand how these
resources can be used to increase business performance which will reduce SME

business failures.

Islam (2011) argued eight significant factors affect business performance:
entrepreneurial ability, customer and market knowledge, access to finance, practical
business strategy and the external environment. Recent academic literature
indicated that social capital can be utilized to gain access to information and
knowledge that assist in boosting business performance (Gelderman et al., 2020).
Similar studies (Vinayachandran & Ambily, 2020) demonstrated how social capital
can be utilized as a competitive driver to gain access to resources and financial
backing (Vinayachandran & Ambily, 2020). However, these continue to be a stifling
area for SME businesses. This therefore suggests though SME businesses have
access to social capital and, as a result, access to resources, they do not strategically

understand how to leverage these resources to improve business performance.

In order to reduce business failure, it is important to understand the critical success
factors of a business noting that innovation is an integral part of the business cycle
as it ensures business performance is achieved and the entity is competitive in its
market (Yildiz & Karakas, 2012). Furthermore, social capital through network
formation and interactive brainstorming sessions can assist SME businesses in
innovating to remain competitive and thrive in the markets they operate (Cappiello et
al., 2020).



1.3.2 Motivation for the study

The main purpose of the research study is to determine how resources accessed
through social capital can be utilized to improve SME firm performance, an in turn,

decrease business failure in this sector.

1.3.3 Objectives of the study

The objective of the research study is to bring an in-depth understanding of how
specific resources accessed as a result of social capital impact business
performance through an empirical quantitative study of SME businesses.

Through this research study, the researcher understands the effect of resources
accessed through networking, both tangible and intangible on business performance.
Furthermore, the research study attempts to illustrate how social capital being
leveraged as a strategic variable can impact business performance. The research
study conducted will further contribute towards understanding how the strength of

networks affect business performance and likelihood of success.

The findings from this research study will assist in building a broader learning
framework of business performance. This research study will also further emphasis
the need to strategically consider a business’ network and how it can be intentionally

exploited to positively impact business performance.

The specific objectives of the study are as follows:

e To ascertain the relationship between social capital and small business
performance.

e To determine what resources are available to SME’s through their social
capital.

e To establish which areas of business are most impacted by these resources
and their effect on business performance.

e To understand how resources impact the relationship between social capital

and business performance.



e To recommend areas of focus within business performance strategy where

social capital can be leveraged.

1.4  BUSINESS RELEVANCE

SME businesses are the life line of most growing and stable economies as they
provide much needed employment, innovation and creates new markets (Dhaliwal,
2016). Yet the failure rate of business in the formation stages is 70% from years one
to three as a result of a number of factors including limited resources, no access to
funding and limited market penetration (Ward, 2019). In understanding the factors
that limit their performance, the research study hopes to add to the business

resources that can assist in reducing this failure percentage.

With SME businesses not only competing with similar sized firms, but also large
organizations, having a competitive edge is crucial to their survival. Prasetyo et al.,
(2020) noted social capital can be instrumental in nurturing that competitiveness.
Therefore, making it essential to understand what components of the social capital
specifically becomes a necessity. Social capital is an important part of the business
operation and it also enables access to much needed resources that are crucial to
businesses continuing as a going concern (Honig, 1998; Jasra et al., 2010; Stam et
al., (2014) .

The motivation for this research study originated from the need to empirically assess
how strongly, if at all, social capital impacts small business performance and to
further understand how resources accessed through these social networks further
impact the business. The research study was designed to illuminate social capital,
growth and strategic use of resources as a fundamental part of improving small
business performance whilst also highlighting which critical resources ought to be
targeted and understanding which business performance metrics are most impacted.
This research study seeks to extend the perception of what is to be included in
business strategy beyond tangible, paid for resources to include human capital in the

form of increased social capital, both in business practice and business studies.



15 ACADEMIC RELEVANCE

This research study is designed to advance theoretic literature on social capital and
business performance as an important construct in relation to leveraging networks

strategically for business success.

The earliest studies on social capital in an economic context date as far back as the
1980’s through the work of Glenn C. Loury and later extending into social sciences
(Farr, 2004). These early studies conceptualized the term social capital to translate
into being understood as a set of norms and shared values that allow people and
organizations to co-exist and achieve a common purpose. With evolving studies on
the subject matter, scholars have applied the concept across various fields of study

to better understand the contextual implications.

With the rise of SME business as important contributors to both developing and
developed country economic systems, the focus on how social capital impacts these
organizations has grown resulting in a constant need for further learning in this field
as this sector of the market develops. This research study thus forms part of the
literature contribution towards the study of social capital and small business
performance through a focus on three key areas.

1.5.1 Extend literature on the relationship between social capital and small
business performance

This research study seeks to validate that a relationship exists between these two
constructs and is independent of geographic location, is not dependent on the

industry in which the business operates in nor limited to the size of the organization.

1.5.2 Extend literature on which resources business have access to as a
Direct result of their social capital

This research study seeks to empirically investigate and evaluate which resources
business has access to because of their social capital. Using social network theory,
the research study will also seek to understand how businesses can expand their

networks in an attempt to garner larger social capital.



1.5.3 Extend literature on areas of business performance most impacted by
social capital resources

This research study seeks to bridge the knowledge gap and ascertain the exact areas
of business impacted by social capital and further extend into understanding what

specific resources increase this impact on business.

1.6 RESEARCH SCOPE

The scope of this research study includes an analysis of the role of social capital on
SME sized organizations performance across various industries in the South African
market. The research study extended across all nine geographical provinces within
South Africa. The researcher believes that findings from this research study will
provide applicability to similar markets, specifically in developing countries where

SME businesses are large contributors to GDP and employment.

1.7 STRUCTURE OF THE RESEARCH STUDY

The research report is structured as follows:

Chapter 1: Research problem - this chapter describes the problem statement, the
relevance of the research study in both the theoretical and business sectors and

includes on outline of the study objectives.

Chapter 2: Literature Review — this chapter includes a review of literature relevant
to the construct’s social capital, business performance with the moderating variable
presented. A discussion on the theoretical framework from which the research

hypotheses will be derived is also included in this chapter.

Chapter 3: Research Hypotheses — this chapter states the research hypotheses

including the conceptual framework that informs the research study.

Chapter 4: Research methodology — the methodological choice and process

followed for this research study is detailed within this chapter.



Chapter 5: Research findings — the results from the study are graphically

represented in this chapter.

Chapter 6: Discussion of results — this chapter links the problem statement
discussed in chapter 1, the literature review in chapter 2 and the research findings in

chapter 5.

Chapter 7: Conclusion and Recommendations — the principal findings of the
research study are outlined and the implications for business and academia are
mentioned in this chapter.



CHAPTER 2
LITERATURE AND THEORY REVIEW

2.1 INTRODUCTION

The purpose of this research study was to determine the effect of resources
accessed through networking, i.e., use of social capital, and their impact on small
business performance. This chapter will comprise an overview of literature from
previous studies conducted on the constructs of the study namely social capital,
business performance and the moderating variable resources. This literature was

used to ground the argument of this research study.

A vast amount of theoretical and business research has been undertaken to
contribute to knowledge relating to the notion of how networking and the creation of
social capital is an essential part of business. In this chapter, the researcher
evaluated and outlined the history of social capital, networking structures and how
these interrelate with business operations. With the theoretical framework of this
research study being social network theory, the researcher discussed the
applicability of the framework to the context of the research study to further unpack
the first construct namely, social capital.

Secondly, the researcher evaluated literature that sought to define business
performance noting that performance variables may be affected by context, industry,
and size of business. The purpose of this review was to assess what areas of

performance are critical to the success and growth of a small business.

A critical evaluation of literature relating to resources available to small businesses
through their networks will form the third part of this chapter. An understanding of the
characteristics and benefits of each resource assisted the researcher in framing the

argument and further linking it to the two constructs.

Based on the insights from the literature review, the researcher then formulated
hypotheses using the two constructs and the moderating variable. After which, an

assessment using quantitative methods on whether a relationship exists between the



two constructs, and if a relationship exists, the effect of the moderating variable on

this said relationship.

2.2 SOCIAL CAPITAL

2.2.1 History

Social capital refers to the resources made available to individuals and communities

as a result of their participation in social networks (Alvarez & Romani, 2016).

Preexisting contacts built via previous work experiences are a vital element of the
entrepreneurial start-up process and should be nurtured (Sarada & Tocoian (2019).
Even though the dynamics vary as the business evolves, social capital has a
significant impact on the viability of any entrepreneurial endeavor. Moreover,
according to a study conducted by Menzies et al., (2020), social capital supports
market entry because the foundation of any relationship is trust; therefore,
recognizing one's social capital is vital in the initial phases of the entrepreneurial

process.

The structural and cognitive measures of social capital are the two most important
elements of social capital. A network's structural measure relates to the number and
variety of relationships that exist inside the network itself. While cognitive
measurements, which refer to the quality of interactions within a network, specifically
the level of trust, reciprocity and support between members are also important, they

are less common (De Silva et al., 2007).

Social capital can be formed through a variety of platforms and interactions including
exchanges between individuals or within a business community of operation,
professional groups and organic encounters between people who share a same
interest. Social standing, profession or business focus, education and government
initiatives are all identified as the most important characteristics that influence the
building of social capital according to the research (Patulny et al., 2015). It should be
highlighted, however, the development of social capital can occur because of regular

interaction between individuals.
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Whilst consensus has been reached over what social capital is, many definitions
exist, and they all agree on the fundamental principles. However, there is an ongoing
debate regarding the need of social capital and its real effect on business
performance, with some literature having argued that it's a byproduct of self-

effectuation and others argued that it's a consequence of shared value and intent.

2.2.2 Types of social capital

2221 Civic

This form of social capital is as a result of two distinctive growth strategies for social,
namely bridging and bonding. Civic social capital is often localized and were bridging
is the preferred method, it is often an open structure were creation of connections is
organic and has no set criteria (De Silva et al., 2007). Social capital that is a result of
bridging is often characterized by low levels of trust in the early stages and due to its
openness, tends to provide the most diverse sources of social capital (Patulny & Lind
Haase Svendsen, 2007).

Bonding, on the other hand, is concerned with focused social capital formation, in
which interactions are based on pre-determined criteria for who should be included
in the network (De Silva et al., 2007). Bridging creates links inside these networks
that are generally characterized by trust and a shared common aim that is explicitly
conveyed. The most prevalent motivation for bridging networks is to acquire

economic, socioeconomic, or political benefits or influence (Patulny et al., 2015).

22.2.2 Support

Social capital as a result of support networks is usually as a result of interaction with
formalized institutions such as banks, government departments and non-profit
organizations. The main purpose of this form of social capital is to provide tangible,
pre-determined resources to persons and organizations through a formalized
structure that is often underwritten by a formal contract (Premaratne, 2001). No
personal relations or linkages are required for this type of social capital to exist and
the basis of its success is dependent on all parties fulfilling their duties as set out in
the respective contract. In the context of young and small business, government

policy that supports and promotes small firm engagement in an essential form of
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support social capital in both developed and developing economies (Menzies et al.,
2020).

2.2.2.3 Interfirm

Interfirm social capital is a direct result of bridging with this network consisting mainly
of other organizations of various sizes. The main resources accessed through this
network relates to the organization functions and tends to provide access to

intangible resources such as information (Premaratne, 2001).

It is to be noted that all forms of social capital are essential is a business that effected
times to affect the desired be it to establish the organization or to place the

organization in a more competitive position.

2.3  FUNCTIONS OF SOCIAL CAPITAL

Despite the role of social capital in business having been studied at depth, no
consensus has been reached on the list of effects on business. Authors like
Vinayachandran and Ambily (2020), have noted that social capital can be utilized as
a competitive resource in manufacturing markets, through the pooling of both
financial and material resources and using those to produce products at a large
scale, thus benefiting from economy of scale.

Similarly, in other markets, there is evidence of social capital being used as a conduit
for access to information and resource sharing by small businesses to achieve
business growth and sustainability. In a study on the meat market, Gelderman et al.,
(2020) noted small business can use the relationships they have with their suppliers
to advance their buying strategies and secure more financially favorable deals. This
is evidence of social capital being used to reduce business operational expenses as
well as utilizing social capital to gain industry insight and information that is useful for

the business.

Similarly, social capital has been noted to assist business in increasing innovation
as well as competitiveness. Cappiello et al., (2020) noted through the creation of

innovation clusters that promote interfirm relations, businesses not only benefit from
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the formal resources offered by these clusters, they are also able to interact closely
with industry peers, sharing ideas and knowledge which tends to spark innovative
solutions and products. Similar studies by Menzies et al., (2020) found that social
capital developed through interfirm relations not only increases business innovation
but also stimulates new market creation and entry into markets. This is a result of
stronger ties within networks and increased network structures, both which are

factors that stimulate increased cohesion amongst businesses.

2.4  MEASURING SOCIAL CAPITAL

As no universal definition for social capital exists, two characteristics are known in
order for social capital to be considered. At present, there needs be a relational
aspect to the interaction and sharing needs to exist (Ochs & Capps, 2001). Noting
that social capital is intangible and has no fixed scale, the findings are often
subjective (Ferri et al., 2009). Ochs and Capps (2001) suggested the determinants
of social capital, namely, community solidarity, empowerment and sense of
belonging, be measured on a linear scale to affirm the weight of ones or an
organizations social capital were the scoring being incremental, on a scale of one to

ten with low scores indicating weak levels of social capital.

The structure of an organizations social capital can also give further insights into the
strength, depth or significance of one’s social capital. In specific reference when
looking at the origins of the social capital, namely whether it's a bridging or bonding
structure, the number of links within the network and the strength of the links (Patulny
& Lind Haase Svendsen, 2007).

It can be noted the origins of the structure of the network have no bearing on the
strength or depth of the social capital but rather impacts what the social capital can
be utilized for (De Silva et al., 2007). With regards to the links, where the links are
strong and closely connected to the main source of the social capital in both a
bridging and bonding structure, these indicated a significant amount of social capital.
The number of links between social capital nodes indicated a diverse network which,
when utilized, optimally impacts the weighting of one’s social capital (Patulny & Lind
Haase Svendsen, 2007)
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Other variables that can be measured to ascertain the weight of social capital that
exists include trust, sharing of resources and diversity of the network (Burt, 2000).
Where there is a strong sense of trust, be it generalized trust or particularized trust,
previous studies indicated there is a direct relationship between the level of trust and
the strength of social capital (Burt, 2000). Similarly, with strong levels of trust, there
is an increase in sharing of resources. What is not affected by the other two variables
discussed is the diversity of the network which is solely dependent on the efforts of
the organizations to grow. However, it does influence how vastly social capital can

be used to advance a business’s strategy (Patulny & Lind Haase Svendsen, 2007).

2.5 BUSINESS PERFORMANCE

The performance of any business is influenced by various factors including but not
limited to market orientation, financial resources, marketing strategy, technological
resources, government support, information access and entrepreneurial skill (Jasra
et al., 2010). Further to these variables, age and size of the business similarly have

an effect on business performance (Tur-Porcar et al., 2018).

2.5.1 Market conditions

Market orientation is associated with higher levels of differentiation as well as lower
costs. This leads to higher levels of financial and non-financial business
performance. Furthermore, market orientation has been shown to directly improve
both financial and non-financial business performance (Lee et al., 2015). Though the
context of the market also has a significant impact on the performance of the
business in the sense that traditional businesses that require scale to perform cannot
be compared to businesses that can grow exponentially with little resource input
(Hughes et al., 2008). Similarly, the economic context under which the business
operates in has an impact on the performance of the business, not only from a market
demand and supply dynamic perspective, but also form market maturity perspective
as more mature markets require secondary to tertiary goods and services whilst

developing markets require primary entry level goods (Tur-Porcar et al., 2018).
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2.5.2 Financial resources

Financial resources including access to financial resources are arguably the amongst
the most important factors that affect business performance as they are not only
required for the operational requirements of any business but also for the
development and growth of the business (Tur-Porcar et al., 2018). The availability of
financial resources allow business to deliver on its current strategy and meet
customer requirements and where excess funds exist, allow for development of new
products and services to either diversify a business offering or increase market

penetration (Jasra et al., 2010)

2.5.3 Marketing strategy

The marketing strategy of a business is a variable that significantly affects the
performance of business as it acts as a gateway between the business and its end-
users (Aghazadeh, 2015). A good marketing strategy allows a business to leverage
its internal capabilities, product performance and external brand positioning, aspects
which all invariably affect the performance of the business, not only from a sales

perspective, but also from competitive positioning (Aghazadeh, 2015).

An effective marking strategy does not only impact the performance of the business
at a said moment in time in line with a specific marketing campaign but also creates
brand equity which, on a long term spectrum, impacts business performance as well

as sustainability of a business (Yousaf et al., 2018).

2.5.4 Technological resources

In a fast paced and ever changing business environment, access to technological
resources have a significant bearing on the performance of a business as they not
only allow business to meet their operational requirements, but allow business to

compete on a level basis with competitors (Chittithaworn et al., 2011).
Technological resources allow business to produce products and services that meet

quality requirements of their market, allow businesses to expand their business

operational footprint beyond their geographical limitations and allow business to
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innovate for new products to serve the changing needs of their clientele (Jasra et al.,
2010).

2.5.5 Government support

Government support through policy and grants that are aimed at SME businesses
are an important factor for business performance (Tur-Porcar et al., 2018). As these
policies assist in lowering the barriers to performance for SME businesses against
larger and well-resourced competitors, they assist in creating a market and providing
access to opportunities and resources which often positively impact business

performance.

2.5.6 Information access

Jasra et al., (2010) stated the level of information required by a business is informed
by the stage of the business and its strategy going forward and thus, different insights
are required from various sources. Social capital can in this instance, be utilized to
access said information, be it data from the end user, insights from industry peers or

sharing ideas with other liked minded individuals (Zampetakis et al., 2011).

This access to information is often crucial to the performance of the business and

differentiating it from its competitors.

2.5.7 Entrepreneurial Skill

Entrepreneurial skill is the most important variable that directly affects business
performance as it sets the pace of how all resources and skills are coordinated to
achieve the business objectives (Zampetakis et al., 2011). It involves the balance of
evaluating risk that may affect the business and in turn performance, identifying
opportunities for business growth, setting the pace for operational and service quality

as well as stakeholder management (Yousaf et al., 2018).

Entrepreneurial skill also extends to the personal traits of those leading the business
as traits like perseverance, communication and dedication all input into how the
business operates and interacts with stakeholders, both internal and external
(Zampetakis et al., 2011).
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This said entrepreneurial skill and orientation not only allows for improved business
performance in the short run but through the skill of strategizing and understanding
market trends and needs, the business is able to continue to perform and service

existing and new clients (Zampetakis et al., 2011).

Market orientation is associated with higher levels of differentiation as well as lower
costs. This leads to higher levels of financial and non-financial business
performance. Furthermore, market orientation has been shown to directly improve
both financial and non-financial business performance.

Overall, it is to be noted that all the above discussed variables affect business
performance and need to be considered when reviewing performance metrics of an

organization.

2.6 BUSINESS PERFORMANCE METRICS

Performance for any business can be measured in various ways, Yildiz and Karakas,
(2012) noted most consistent measures are based on two criterion namely objective
and subjective which can further be defined into financial and non-financial
measures. The frequency of a performance review of a business is subjective and
can be done at set intervals at the discretion of the business owners, however Arifeen

et al., (2014) recommended that timing is kept consistent for ease of comparison.

Arifeen et al., ( 2014) noted when deciding what performance metrics, a business
chooses to evaluate, a clear distinction is required on what the information will be
utilized for, namely, to improve on current operational and financial requirements or
to formulate or support the further strategy of a business. It was further noted the
performance metrics of a business need to be adjusted in line with the age and

operational needs of the business (Chittithaworn et al., 2011).

The literature reviewed from several authors including Yildiz and Karakas, (2012),
Arifeen et al., (2014) and Alstete, (2008) all referenced the following financial and
objective measures as the mostly commonly used to assess a business
performance; financial performance, rate of return on investments, sales growth and

profitability. Despite the consensus of these being suitable performance measures,

17



there is an underlying argument this is not sufficient which further supported the need

for subjective non -financial performance measures.

The subjective measures of business performance are affected by the environment
in which the business operates yet can be applied with ease across most sectors.
These include market penetration, client retention, brand equity, staff retention and
customer satisfaction (Yildiz & Karakas, 2012).

Despite the measures being applicable in most instances, it is noted they are not to
be considered as standalone indicators of success for a business.

2.7 RESOURCES

In order to effectively run a business, it is necessary to have a clear understanding
of the specific resources that are required such as whether they are tangible or
intangible, whether the resources are free or paid for and how they affect the
business in general (Jawed & Siddiqui, 2020).

Intangible resources are those that have no physical form and often the support
structure that ensures a business can sustain competitive advantage over its
competitors (Kamasak, 2017; Khan et al., 2019). This is due to the peculiar nature of
how these resources are integrated to the strategic objectives of a business to
achieve success. This is different for every business and includes use of knowledge
and innovation (Carmeli, 2004). It is understood the business context, firm age and
managerial capabilities of businesses have a significant bearing how effectively the

intangible resources are utilized (Anderson & Eshima, 2013).

In the context of business, intangible resources include business reputation,
company culture, internal control and access to resources (Carmeli, 2004). It is noted
though intangible resources cannot be exchanged to gain market relevance, they
can be used to influence the business performance in both quantitative and

qualitative forms.

Tangible resources pose a physical form, are quantifiable and can be exchanged for

other goods or a monetary value (Kamasak, 2017). Their value lies more in the
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operational excellence of a business and tend be limited in number and availability
to businesses as result of the age of the business and the environment in which it

operates in (Anderson & Eshima, 2013).

Studies by Anderson and Eshima (2013), Kamasak (2017), Jawed and Siddiqui
(2020) and Carmeli (2004) all agreed both tangible and intangible resources are
important in the business cycle and require strategic deployment to ensure the
business performs in the short term and is sustainable as a going concern within the

market that it operates in.

2.8 THEORETICAL FRAMEWORK

Based on the literature reviewed on the constructs, the researcher noted the
applicable theoretical framework for this research study was network theory. It is
most applicable as it depicts how networking structures, strength of relationships
referred to as ties and the growth of a network impacts access of a business to

resources and opportunities.

Network theory refers to a group of persons or organizations who are linked to each
other, through unformalized social or business connections often referred to as links
(Borgatti & Halgin, 2011). The links are an indication of proximity of persons or
organizations to each other. Short links indicate close proximity to source of social
capital (Burt, 2000). Though there is no physical indication of the strength of links in
the diagram, literature suggested trust and shared value are the underlying variables

that influence the strength of links.
Networks are often formed around shared goals and beliefs and these are referred

to as nodes and not often not dictated by any set criteria (Borgatti and Halgin, 2011),.

Networks can be increased through bridging and bonding.
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Figure 2.1: lllustrative model of network theory

In the context of business performance, network theory assists in understanding how
business relates to each other and how those relationships can influence the

outcomes of strategic business objectives.

2.9 CONCLUSION

The literature review confirmed social capital is an essential part of business
resources and when exercised correctly, can be beneficial in making the operations
more successful. Furthermore, the research revealed social capital is a dynamic
activity that can be strategically grown to advance to the business need. It further
revealed exclusivity of networks is of no benefit to the organization, but growth of
social capital and strengthening of ties amongst those in the network is a key
determinant of success. The highlighting of the different types of social capital, the
resources it can give businesses access to and in turn, how those resources can
affect business performance is essential in furthering knowledge on how social
capital can be leveraged to propel a business strategy and potentially increase

performance.
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CHAPTER 3
RESEARCH HYPOTHESES

3.1 INTRODUCTION

This research study aimed to understand how social capital influences small firm
performance across various industries with a specific focus on how resources

accessed as result of the social capital influence the firm’s performance.

The literature discussed in the previous chapter has demonstrated that social capital
is an influencing factor of business performance and substantial data is available to
support this notion. However, a knowledge gap has been identified in relation to the
resources as a factor, therefore creating a need in both academia and the business

world for this research study.

Previous literature by Stam, Arzlanian and Elfing (2014) analyzed contextual factors
i.e. strength of network ties linked to social capital and small firm performance using
secondary data and found a significant relationship exists between the two
constructs. However further research on what exact resource impacts this
relationship and in which areas of business was yet to be conducted. This has
therefore led to the need to empirically evaluate this relationship between the two

constructs and specifically, the effect of the moderating variable.

3.2 HYPOTHESES

Hypothesis 1 — There is a significant statical positive relationship between

social capital and small firm performance in all industries

This hypothesis is based on previous research which identified a positive relationship
between social capital and business performance. Numerous studies have been
conducted on this relationship including academic literature by Vinayachandran and
Ambily (2020) that have highlighted social capital assists small firms in becoming
competitive entities. Similar literature by Gelderman et al., (2020) further highlighted
how social capital influences business performance through knowledge sharing and

resourcing pooling.
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Through this hypothesis, the researcher sought to expand on the academic evidence
that supports this premise and further emphasize the importance of social capital as

a strategic tool in small firm performance across various industries.

Hypothesis 2 — Large and diversified networks with stronger ties have a

significant statistical impact on positive impact on small firm performance

With social capital being a part of the business performance strategy, this hypothesis
sought to evaluate how the size and the diversity of the organizations social capital
influences the firm’s performance. Previous literature by Arena, Michael and Ul-Bien
(2016) highlighted how the growth of an organizations social capital through various
forms including brokerage and increasing bonds can influence the performance and

growth of the firm.

Hypothesis 3 — Resources gained through social capital have a significant

statistical positive impact on small firm performance

With networks have been a conduit off access to various resources, both tangible
and intangible, the researcher deemed necessary to affirm if the presence of these
resources had any moderating effect on the relationship between the two constructs.
Stam et al in their 2014 study of factors affecting the relationship between social

capital and business performance noted this as an area for further research.

3.3 HYPOTHESIZED CONCEPTUAL FRAMEWORK

Figure 3.1 below depicts the conceptual framework used to conduct the research
study, resulting in the hypotheses stated above, namely that a relationship exists
between social capital and small business performance with the second being that

resources have a moderating factor on this relationship.
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Figure 3.1: Conceptual framework

3.4 CONCLUSION

The hypotheses formulated in this chapter allowed the researcher to empirically test
using statistical methods whether premises of the research study was of any value
and if any relationship existed between the constructs. How the study was conducted

is detailed in the next chapter.
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CHAPTER 4
METHODOLOGY

4.1 INTRODUCTION

This chapter outlines how the research study was conducted, detailing the
methodology used and tests conducted to test the researcher’s hypotheses. The
researcher conducted a quantitative study to assess the correlation between social
capital and small firm performance with a focus on resources as the moderating
variable. The survey population, unit of analysis, sample group, the unit of
measurement are also discussed in this chapter, including a detailed review of how
the survey data was collected, processed, and analysed. The researcher also
detailed the tests conducted to ensure the survey instrument used was reliable and
the data valid. Ethical considerations and the limitations of the research study are

also included in this chapter.

4.2 RESEARCH DESIGN

Research design and research study methodology outlined how the study planned
to assess the nature of the relationship between social capital and small firm
performance, focusing specifically on how resources accessed through social capital
influence firm performance. The researcher chose to utilise a deductive approach for
the research study as there was already existing literature that addressed the
relationship between the two constructs. This approach was deemed appropriate by
the researcher as it did not seek to discover a new theory but to test the existing
theory concerning the factors/contexts as defined by the researcher (Park & Park,
2016).

The researcher identified with a positivism philosophy as the subjects of the study

were observable social realities (Saunders, 2017).

The research study was conducted using a mono- method to collect the data, i.e.,
quantitative. This is concerned with only using one type of research method to test
the research hypothesis (Rahi, 2017). The researcher deemed that quantitative

research was appropriate for this research study as this allowed the researcher to
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validate existing hypotheses on the subject matter and further allowed the researcher
to understand how using social capital to gain resources improved small business

performance.

4.3 APPROACH SELECTED

For this research study, the researcher tested for the relationship between two
constructs, i.e., social capital as the independent variable and small firm performance
being the dependent variable. Saunders (2017) stated where measurable and
quantifiable data is required, quantitative research is the most appropriate form. For
the purposes of this research study, social capital was the independent variable,
small performance the dependent variable and resource the moderating variable.
The research study was classified as descriptive as it sought to answer the research
question of how resource access through social capital impacts small firm

performance.

4.3.1 Methodological choices

Research can be conducted using mainly one of the three methods: quantitative,
qualitative and mixed methods. Quantitative research is focused on collecting new
data concerning a topic that has been previously researched and is focused on data
description rather than interpretation (Rahi, 2017). On the other hand, qualitative
research is exploratory in nature and is focused on the why and how (Muhl, 2014).
Finally, mixed method research encompasses aspects of both quantitative and
qualitative research with the aim of getting an in-depth and broad understanding as

well as corroborating the findings (Schoonenboom & Johnson, 2017).

For this research study, the researcher utilized a quantitative research approach
where similar studies on the topic have also utilized the same method. This therefore
made it the most suitable method to collect new data in relation to social capital,
entrepreneurial success and analysis of the findings against the backdrop of network

theory.
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4.3.2 Strategy

Quantitative research is structured with set parameters which allows for consistency
of the data that is to be collected. Furthermore, the same questions are posed to all
participants of quantitative studies; thus, surveys are most suited (Park & Park,
2016). For this reason, the researcher utilized an online survey as the preferred

instrument for data collection.

Respondents were required to confirm the size of their organization, turnover and
sector of the economy they operated in as these were the parameters used to
categorize business by the South African Department of Small Business and
Enterprise. The questionnaire compromised of four sections with a maximum of eight

guestions per section.

Section one included two qualifying questions to ensure the respondents met the
research study sample parameters with the parameters being the business is
operational and the business operates within South Africa.

Section two focused on collecting the respondent's demographical data and
information relating to the organization, namely age of business, sector, etc. These

questions were formulated by the researcher.

Section three of the questionnaire was concerned with understanding the business
networks, sources of social capital and ties amongst these networks. Questions were
modified from similar studies conducted by Stam et al. in 2014. This section was

concerned with collecting data for construct one namely social capital.

Section four of the questionnaire consisted of questions that sought to affirm which
resources the business owners had access to as a direct result of their social capital
and the impact of these resources on their firm’s performance. These questions were
centred on gathering data for construct two namely, small firm performance, focusing
on the various metrics which define success as per chapter two as well data

collection related to the moderating variable namely, social resources.
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Questions for this section were modified from a study conducted by Cooks and Wills
(1999) on small firms, social capital and the enhancement of business performance

through innovation programmes.

Due to the ease of administrating an online survey and the survey questions being
short in nature with a finite number of responses, the researcher had anticipated a
high response rate to the survey.

4.3.3 Time horizon

The research study was cross-sectional as the data was collected within a pre-set
period of time. The survey was made available for 30 days within the google forms
online platform. All respondents were restricted to participate in the survey once. This
was done to ensure that multiple views were collected and the data was not biased
and representative of the experiences of many. The researcher believed that a cross-
sectional study was the right choice for the collecting data for this research study and
though a longitudinal study may have yielded a greater response rate, it may not
have necessarily provided a significant difference in the data.

4.3.4 Population

A studies population is defined as a group of individuals or entities having one or
more characteristics of interest (Asionaki & Oteng-Abayie, 2017). For the purposes
of this research study, the relevant population were business owners who met the
criteria of small and micro firm owners as per the gazetted guidelines set out by the
Department of Small Business Development in South Africa which categorizes firm
size according to the particular organizations number of employees and turnover
within a set financial year (DSBD, 2019). Secondly, the business needed to be
operating within South Africa.

The motivation of focusing on small businesses was based on SMME sector

contribution of 28% to South Africa’s GDP, thus making them an important part of

the economy (Real economy bulletin, 2021).
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4.3.5 Unit of analysis

The unit of analysis is defined as the major entity which the study seeks to analyse.
For the purpose of this research study, the focus was on business owners operating
within South Africa. These business owners met their respective sectors’ size and
turnover criteria as previously defined. In addition, the research study was targeted
at small business who are in the growth stages of their business as this is the stage
(mainly in the 0-5 year age and with turnover of less than R10 million per year) were

the effects of social capital are most noticeable in a business (Afandi et al., 2017).

4.3.6 Sampling method and size

Non-probability sampling was utilized for the purposes of the research study to
ensure a maximum variation of responses on each question (Rahi, 2017). This was
deemed to be the most suitable sampling method as a list of the full sample was not
available and the probability of the required population being selected to participate

in the survey was unknown (Saunders, 2017).

Convenience sampling which is sampling that was easily accessible to the
researcher was also utilized (Rahi, 2017). This sampling method was deemed most
suitable as the researcher is a business owner and therefore had direct access to
the small percentage of proposed sample through the researchers’ direct network.
Data was collected through the distribution of a link to an electronic survey to the
researcher's immediate contacts through personal distribution via email and social
networks such as LinkedIn. Respondents were requested to share the survey link
with others once they had concluded their responses. This was the second form of
sampling that was employed namely snowballing, a technique by which respondents
are requested to refer the survey to others will also be used to collect the research
data (Rahi, 2017).

Large sample sizes characterize quantitative research; however, it is estimated that
there are 2.6 million small businesses operating within the formal South African
economy (Small business institute, 2017). Based on the population size, the

researcher targeted 400 respondents.
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Cleave (2020) suggested a response rate of 30% is acceptable for online surveys as
this is the minimum to eliminate survey bias. On this basis, the researcher anticipated
to receive a minimum of 120 responses, however, only 94 responses were received.
The survey response rate may have been affected by many factors including survey
fatigue, disinterest in the topic and the need to remind potential respondents to
partake (Fan & Yan, 2010). Due to the nature of anonymity of the survey, the
researcher could not ascertain which of these factors affected the low response rate

to the survey.

4.3.7 Measurement instrument

The researcher utilized a structured questionnaire consisting of questions adapted
from various literature studies that were focused on similar topics of study. A sample
of the survey is attached in Appendix 5 The survey was distributed amongst business
people operating within the South African market. The survey was developed and

administered through the Google forms online platform.

The survey questionnaire consisted of four sections with 21 questions that were
aimed at understanding the nature and size of the business, their sources of social
capital and strength of links as well assessing how the resources obtained through
social capital have influenced the business performance.

The questions sought to assess how social capital has impacted the respondent’s
business, what opportunities have been afforded to them due to their networks, how
have these networks grown or decreased in size and what the impact has been on

the overall business performance.

The questionnaire included a combination of ranking questions which involved the
respondents arranging and comparing a list of items and arranging them in order of
preference. Rating questions also formed part of the survey. These required the
respondents to select a number between one and ten that best represented their
response. A matrix rating system was also used for some of the questionnaire
sections and these required the respondent to assign a weighting to each question

using a Likert scale (Lietz, 2010).
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The sections of the survey were structured as follows:

Section 1 - qualifying questions to ensure that participants have the required
population characteristics.

o Section 2 - Business demographics to allow the researcher to categorize the

businesses as per Department of Small Business guidelines.

o Section 3 - Understanding the sources of social capital of the business to test

the first construct.

o Section 4 & 5 - Questions in this section sought to understand construct two
namely, business performance and how the moderating variable affected this

construct.

4.4  SURVEY PILOTING

To assess the suitability of the survey, the researcher distributed the survey to five
colleagues as a pilot group. These colleagues met the sample criteria of the research
study. The researcher undertook this pilot to assess the suitability of the survey for

its intended purpose as well as to test for validity and reliability in the first instance.

All five responses were received from the pilot survey with minor comments relating
to clarity of some of the questions. These were rectified after which the survey was
published.

4.5 DATA GATHERING PROCESS

The researcher distributed a link to the electronic survey using an online platform,
namely google forms, to potential respondents. The survey included voluntary
participation and a disclosure statement to inform the respondent of the purpose of

the research study as well as where queries relating to the survey can be directed.
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To ensure anonymity, no personal details or contact details were requested from the
respondents. The survey was self -administered on an online platform and the survey

data showed the longest period required to complete the survey was eight minutes.

The online survey method provided the researcher with a number of advantages as
it was easy and cheap to administrate, allowed participants to respond at their leisure
and from their preferred geographical location.

The researcher noted two disadvantages of the online survey method that being it
did not allow for engagement on the topic and respondents could not seek any form

of clarity from the researcher whilst responding to the survey.

46 DATA STORAGE

The preservation of research data as part of the research process meant data could
be stored using physical storage devices like hard drives or cloud-based solutions.
This was to ensure should the data be required for future studies or verification it is
available. For the purposes this research study, the collected data had been stored

on a password protected cloud service.

4.7 DATA SORTING & CODING

To allow for ease of processing the collected data, the researcher undertook a coding
process of all the survey responses received. After having closed acceptance of
responses to the survey, the researcher downloaded an excel sheet from the Google

forms platform which included the raw data.

The data was imported into Statical Processing Software (SPSS) and each question
coded as follows:
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Table 4.1 Coding of data variables

GENDER AGE GROUP
Male 1 18-25
Female 2 26-32
33-40
>40

BUSINESS SECTOR

AGRICULTURE 1
MINING & QUARRYING 2
MANUFACTURING 3
ELECTRICTY, GAS & WATER 4
CONSTRUCTION 5
RETAIL MOTOR TRADE, REPAIR & 6
SERVICE

WHOLESALE 7
CATERING/ACCOMODATION 8
FINANCE AND/OR BUSINESS 9
SERVICES

COMMUNITY /SOCIAL AND PERSONAL 1
SERVICES

Business age Number of Employees
0-3 1 0-10

4-6 2 11-50

7-10 3 51-250

>10 4 >250

Sources of Social Capital
Work/Colleagues

Professional Body Organization
Industry Networking Events

Social Media

A W N P

0

AW N P

AW N P

Business Turnover (R)

< 5000 000

< 10 000 000
11 000 000<>17 000 000
17 000 000<>25 000 000
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Industry Events 5

Referrals by Others 6

4.8 QUALITY CONTROLS

To ensure the questionnaire was suited for the research study, the researcher tested
for validity, the extent to which the questionnaire addressed the concept, assessing
mainly the content, the constructs being tested and how the questionnaire compared

to other instruments measuring similar variables (Heale & Twycross, 2015).

Validity of the questions were tested by calculating a Pearson’s correlation coefficient
between the variables. From this test, which was conducted on SPSS, a score
greater than 0.3 was required to imply that a significant correlation exists between

the constructs and the questions.

Reliability testing; a measure of how consistent the questionnaire was in assessing
the topic, was also employed to ensure the researcher met the research study
objectives. This was done using Cronbach’s alpha test. A Cronbach score of 0.7 was
required to consider the questions and data reliable (Monhajan, 2017). Where this

was not achieved, the affected questions were eliminated.

4.9 Ethical Considerations

To maintain the integrity of the research study, a consent statement was included in
the opening section of the online survey. All respondents participated voluntarily in
the study with no coercion or promise of payment from the researcher. The data
collected was used for academic purposes only. Confidentiality and anonymity of the
respondents was ensured by not requesting information that can be directly linked to
the respondents and only information related to the research study was collected

excluding any personal data.

As part of the ethical considerations, the methodology and research survey were
submitted to the GIBS ethics committee to ensure all necessary precautions had
been considered in the execution of the research study. This included ensuring the

respondents participated voluntarily in the research study, where aware of the
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requirements of the research study and personal information, if any, would be kept

safe.

34



CHAPTER 5
SURVEY RESULTS

5.1 INTRODUCTION

This chapter details the findings of the closed survey that was distributed as part of
this quantitative study. The chapter comprises of four-parts; part one reflects the
description of the respondents’ demographic profile. Section two describe the tests
conducted to test for validity of the instrument used to collect the data as well as
reliability of the data collected. The last section will be focused on the test conducted
to establish whether a relationship exists between the two constructs, i.e. social
capital and entrepreneurial success and hypotheses testing as previously discussed
in chapter three.

As discussed in chapter four, a total of ninety-four responses to the survey were
collected. Of the total collected, nineteen were discarded from the batch to be
analyzed as they didn’t meet the qualifying criteria of being small business owners
and operating a business within South Africa. The final sample size of seventy-five
(N=75) allowed the researcher to focus on a homogenous group of SME size
business owners. This research study focused on SME business owners within the
South African border and explored the relationship between how their social capital

influenced that success of their businesses.

5.2 SAMPLE DEMOGRAPHIC DESCRIPTION

5.2.1 Age Group

Thirty six percent (36%) of the respondents were between the ages of 26-32 making
this the majority age group. This was closely followed by the 33-40 age group with
34.7% of the respondents belonging to this category. Just over a quarter of the
respondents were above the age of 40 with exactly 25.3% allocated to this group.
The smallest age group was that of the 18—25-year-old with only 4% of this age
contributing to the sample. Figure 5.3.1 is illustrates the age group of the data survey

respondents.
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Please confirm your age group?

75 responses

Figure 5.1: Age group breakdown of respondents

® 18-25
@ 26-32
@ 33-40
@ 40 and above

5.2.2 Gender

Just over half of the respondents were male with a total of 56% representing the
sample closely followed by 42.7% of females responding to the survey. A small

percentage of the sample, 1.3% identified themselves as non-binary.

What is your gender ?
75 responses

® Female
® Male
© Non-binary

Figure 5.2: Respondent’s gender breakdown
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5.2.3 Business Sector

Of the responses received, the majority of the businesses, 40.3% operated within
the construction sector. The second largest set of respondents, 17.6% came from
the finance and business sector. Retail and motor services represented 12.2 % of
the respondents whilst 10.8% of the respondents operated within the community and

social services sector.

The catering and accommodation sector represented 6.8% of the data collected.
Businesses operating in the electricity, gas and water sector made up 5.4% of the
respondents with mining and quarrying representing 4.1%. The agriculture and
wholesale sectors were least represented in the data collected with only 1.4% of the

respondents belonging to the sectors respectively.

In which sector does your business operate in?
74 responses

@ Agriculture
@ Mining & Quarrying
Manufacturing
@ Electricity , gas and water
@ Construction
@ Retail , motor trade or repair services
@® Wholesale
@ Catering and/or Accommodation

12V

Figure 5.3: Business sector breakdown on respondents

5.2.4 Age of Business

With regards to the age of the businesses owned by the respondents, the majority of
the business, 42.7%, had been in between in operation for more than a day but less
than 3 years. The second largest group of respondents had been operating their
business for 4-6 years- this represented 26.6% of the sample. 10.7% of the
businesses had been in operation for 7-10 years whilst exactly 20% of the

businesses had been operating for over 10 years.
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How long has your business been in operation?
75 responses

@ less than 3 years

® 4-6 years

@ 7-10 years

@ greater than 10 years

Figure 5.4: Breakdown of respondent’s business age

5.2.5 Size of company

Size of company in terms of number of employees and annual turnover are some of
the metrics that were used to determine company classification by the Department
of Small Business and Enterprise. On this basis, it was essential for the purposes of

this survey to understand which categories the respondent’s business belong under.

Most of the respondents, 82.4% indicated they employed between 0-10 on a full-time
basis with the group of 11-50 employees being the second largest with a
representation of 13.5%. A small fraction of 2.7% indicated they employed between
51-250 employees with the smallest group being that of companies with 251

employees, accounting for only 1.4% of the responses received.

5.2.6 Business Turnover

What was your businesses turnover in the financial year 2019/20207?
75 responses

@ less than R5 million

@ less than R10 million

@ greater than R11 million but less than
R17 million

@ greater than R17 million but less than
R25 million
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Figure 5.5: Breakdown of respondent’s business turnover

Figure 3.5 above illustrates the annual turnover of the businesses that responded to
the survey. 80% of the respondents indicated their annual turnover was less than R5
million in the specified financial year of 2019/2020 and these were the majority of the
responses. The second largest number of responses was the group of companies
whose turnover was between R17 million and R25 million, accounting for 10.7% of
the responses received. 6.7% of the responses indicated business turnover above
R5 million but less than R10 million in the same period. Only 2.6% of the respondents

had a turnover greater than R11million rand but less than R17 million.

In the next chapter, chapter six, the possible implications of the demographic results

of the sample will be discussed.

5.3 CONSTRUCT VALIDITY AND RELIABILITY OF SURVEY INSTRUMENT

5.3.1 Introduction

Validity tests are conducted on research instruments to measure the level of
association between constructs. For this research study, the researcher conducted
a Pearson’s correlation test on the SPSS platform amongst the two constructs
namely social capital and small firm performance as well as the moderating variable

i.e. resources.

For the Pearson’s correlation test, on a 2 tailed sig level, a p value which indicates

significance was required to be a minimum of 0.05.

In order for the constructs to be considered valid, a p value of 0.05 (>0.05) or less is

required when conducting a two tailed test.

5.3.2 Validity test 1- Social capital and network strength

Table 5.1 below represents the outputs of the validity test on construct one: social
capital. The Pearson’s correlation table indicated all three questions measuring this

construct had a moderate positive correlation as indicated by the p values being less
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than 0.05 for all 75 responses received as denoted by the N in the table. Based on

these results, the questions were valid for measurement of the construct.

Table 5.1: SPSS correlation table for construct 1

QscC1 Qsc2 QSC3
QscC1 Pearson Correlation 1 409™ .512*
Sig. (2-tailed) 0,000 0,000
N 75 75 75
QscC2 Pearson Correlation 409" 1 570"
Sig. (2-tailed) 0,000 0,000
N 75 75 75
QScC3 Pearson Correlation 512" 570" 1
Sig. (2-tailed) 0,000 0,000
N 75 75 75

5.3.3 Validity test 2 — Small firm performance

The validity of construct two was measured using a Pearson correlation test were a
p value >0.05 was required to indicate significance of the questions included in the
research survey to test this construct. The outputs of the test as detailed in table 5.2
below indicate that all five questions have a p value >0.05, therefore, all questions

related to the construct were valid.

Table 5.2: SPSS Correlation output for Construct 2

QBF1 QBF2 QBF3 QBF4 QBF5
QBF1 Pearson Correlation 1 461" 513" 482" 240"
Sig. (2-tailed) 0,000 0,000 0,000 0,038

N 75 75 75 75 75
QBF2 Pearson Correlation 461" 1 377 .605™ .381"
Sig. (2-tailed) 0,000 0,001 0,000 0,001

N 75 75 75 75 75
QBF3 Pearson Correlation 513" 3777 1 468" 516"
Sig. (2-tailed) 0,000 0,001 0,000 0,000
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N 75 75 75 75 75
QBF4 Pearson Correlation 482" .605™ .468™ 1 444"

Sig. (2-tailed) 0,000 0,000 0,000 0,000

N 75 75 75 75 75
QBF5 Pearson Correlation 240" .381™ 516" 444" 1

Sig. (2-tailed) 0,038 0,001 0,000 0,000

N 75 75 75 75 75

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

5.3.4 Validity test — Moderating variable — Resources

Table 5.3 below represents the Pearson’s correlation outputs for the moderating

variable namely resources. Based on all six questions achieving a p value greater

than 0.05, it was concluded that all constructs in the moderating variable are valid.

Table 5.3: Construct validity for moderating variable: Resources (table found on

the next page)
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QR1 QR2 QR3 QR4 QR5 QR6

QR | Pearson 1 3717 0,191 .408™ 0,224 A79™
1 Correlation

Sig. (2-tailed) 0,001 0,100 0,000 0,054 0,000

N 75 75 75 75 75 75
QR | Pearson 3717 1 0,176 0,079 .393" 228"
2 Correlation

Sig. (2-tailed) 0,001 0,131 0,501 0,000 0,049

N 75 75 75 75 75 75
QR | Pearson 0,191 0,176 1 274" 247" 0,139
3 Correlation

Sig. (2-tailed) 0,100 | 0,131 0,017 0,033 0,233

N 75 75 75 75 75 75
QR | Pearson .408™ | 0,079 274 1 .250" .550™
4 Correlation

Sig. (2-tailed) 0,000 | 0,501 0,017 0,030 0,000

N 75 75 75 75 75 75
QR | Pearson 0,224 | .393" 247" .250" 1 .386™
5 Correlation

Sig. (2-tailed) 0,054 | 0,000 0,033 0,030 0,001

N 75 75 75 75 75 75
QR | Pearson A797 .228" 0,139 .550™ .386™ 1
6 Correlation

Sig. (2-tailed) 0,000 | 0,049 0,233 0,000 0,001

N 75 75 75 75 75 75

**_Correlation is significant at the 0.01 level (2-tailed).

*, Correlation is significant at the 0.05 level (2-tailed).

5.4

RESEARCH SURVEY RELIABILITY

Having conducted the validity test on the constructs and the moderating variable in

the section above to ensure the research survey measured what it has been intended

to measure, the researcher then conducted a reliability test on the same set of

guestions. Reliability using the Cronbach Alpha test is conducted to ensure
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consistency of the questions. For the purposes of the survey, the research required
a coefficient of 0.65 for each question and where questions did not meet the criteria,

they were removed.

5.4.1 Survey reliability Test — social capital and network strength

The results for the reliability test conducted to the questions measuring the construct
social capital achieved a Cronbach’s alpha coefficient of 0.745 indicating they were

suitable for inclusion in the final survey results analysis.

Table 5.4: SPSS output on reliability test for construct 1

Reliability Statistics

Cronbach Alpha Number of Items

0.745 3

5.4.2 Survey Reliability test — Firm performance

Table 5.5 below illustrates the outcome of the reliability test conducted on the 5
questions related to business performance, the second construct. The SPSS outputs
indicated a coefficient of 0.801 was achieved for this set of questions which is greater
than the required 0.65. These questions were therefore deemed reliable and suitable

for inclusion in the final survey results analysis.

Table 5.5: SPSS output for construct 2 reliability test

Reliability Statistics

Cronbach Alpha Number of Items

0.801 5

5.4.3 Survey Reliability test — Resources
The outputs of the reliability test conducted on the questions included in the survey

to measure the effect of the moderating variable namely resources, are detailed in

table 5.6 below. The results indicated all six questions achieved an acceptable
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coefficient of 0.713 which was acceptable and therefore, all questions were

considered reliable and suitable for use in the analysis of the research findings.

Figure 5.6: SPSS outputs for reliability test on moderating variable resources

Reliability Statistics

Cronbach Alpha Number of Items

0.713 6

5.5 EXPLORATORY FACTOR ANALYSIS

Exploratory factor analysis (EFA) testing is conducted to understand the underlying
structure of the study variables. The test is conducted in two parts, first being a test
for the Kaiser- Mayer- Olkin Measure (KMO) and the Bartlett’s test of sphericity.
These are conducted to measure the factorability of the questions in relation to the

constructs. The second part of the test is then the EFA.

56 KMO AND BARTLETTS TEST OF SPHERICITY OUTPUTS FOR
CONSTRUCTS

The three tables below represent the SPSS outputs for the KMO and Bartlett’s Test
of Sphericity for each construct. All three constructs achieved a KMO score above
the acceptable lower limit of 0.5. Social capital result was 0.667, firm performance
0.754 and resources 0.677. For the Bartletts’s test of sphericity, the p value was to
be less than 0.05 for the results to be accepted. All three constructs achieved 0.00.
These results for both tests indicated the EFA analysis was suitable for the research

data.

Table 5.7: KMO & Bartletts Test of Sphericity Results — Social Capital

Kaiser — Meyer- Olkin Measure of Sampling .667
Bartletts’s Test of Sphericity | Approx. Chi Square 52.313
Df 3
Sig. .000
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Table 5.8: KMO & Bartletts Test of Sphericity Results — Firm Performance

Kaiser — Meyer- Olkin Measure of Sampling 754
Bartletts’s Test of Sphericity Approx. Chi Square 114.492
Df 10
Sig. .000
Table 5.9: KMO & Bartletts Test of Sphericity Results — Resources
Kaiser — Meyer- Olkin Measure of Sampling .677
Bartletts’s Test of Approx. Chi Square 89.704
Sphericity Df 15
Sig. .000

5.7  Exploratory Factor Analysis Outputs for constructs

5.7.1 EFA output for construct: Social capital

Table 5.10: SPSS outputs for EFA on social capital

Component Matrix2

Extraction Sums of Squared
Component | Initial Eigenvalues Loadings
% of % of | Cumulative
Total Variance | Cumulative % Total Variance %
1 1,997 | 66,571 66,571 1,997 | 66,571 66,571
2 0,596 | 19,859 86,430
3 0,407 | 13,570 100,000

Extraction Method: Principal Component Analysis

Component

1
QSC1 | 0,775
QSC2 | 0,810
QSC3 | 0,861
Extraction Method:
Principal Component
Analysis.
a. component

extracted.

Table 5.10 above represents the SPSS outputs for EFA for the construct social using

the principal component analysis extraction method were only components with an

Eigne value greater than 1 is extracted. For this construct, only 1 component was

retained. For this component, the total variance accounted was 66.57%. The factor

coefficient of the component with a total of 1.997 indicated a close association with

the variable.
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The other components for this construct were above 0.3 which was the suggested
minimum coefficient with totals of 0.81 and 0.86 respectively. These outputs

therefore indicated all three questions were to be utilized in the hypotheses testing.

5.7.2 EFA Output for construct: firm performance

Table 5.11: SPSS outputs for EFA on firm performance

Extraction Sums of ST e
Component Initial Eigenvalues Squared Loadings
Cu Component
mul 1
% of Cumulative % of ativ QBF1 0,720
Total | Variance % Total | Variance | e % QBF2 0,760
1 2,804 56,079 56,079 2,804 56,079 56, QBF3 0,768
079 QBF4 0,813
2 0,785 15,692 71,771 QBF5 0,676
J gz Sl 2l Extraction Method:
4 0,387 7,736 92,948 Principal Component
5 0,353 | 7,052 100,000 Analysis,
Extraction Method: Principal Component Analysis. a. 1 components
extracted.

Table 5.11 above represents the SPSS outputs for EFA on the second construct,
firm performance, using the principal component analysis extraction method were
only components with an Eigne value of greater than 1 is extracted. For the construct,
only 1 component was retained. For this component, the total variance accounted
was 56.07%. The factor coefficient of component with a total of 2.804 indicated a

close association with the variable.

The other components for this construct were above 0.3 which was the suggested
minimum coefficient with totals of 0.76, 0.768, 0.813 and 0,676 respectively. These
outputs therefore indicated all five questions were to be utilized in the hypothesis

testing.
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5.7.3 EFA output for moderating variable: resources

Table 5.12: SPSS outputs for EFA on resources

Extraction Sums of Squared Component Matrix2
Component Initial Eigenvalues Loadings Component
% of Cumulative % of Cumula 1 2
Total | Variance % Total | Variance | tive % QR1 0,720 | -0,104
1 2,507 41,789 41,789 2,507 41,789 41,789 QR2 0,549 0,674
2 1,046 17,428 59,217 1,046 17,428 59,217 OR3 0,457 0,147
3 0,905 15,090 74,307 QR4 0,693 -0,538
4 0,733 12,218 86,525 QR5 0,637 0,406
5 0,427 7,111 93,635 QR6 | 0,770 | -0,322
6 0,382 6,365 100,000 Extraction Method:
Extraction Method: Principal Component Analysis. Principal Component
Analysis.

a. 2 components extracted.

Table 5.2.3 above represents the SPSS outputs for EFA test on the moderating
variable, resources. Using the principal component analysis extraction method where
only components with an Eigne value greater than 1 was extracted. For this
construct, two components were retained. For these components, the total variance
accounted was 41.78% and 17.42%. The factor coefficient of the component with a

total of 2.507 and 1.046 indicated a close association with the variable.

The other outputs for this construct were above 0.3 which i suggested the minimum
coefficient for the first output. These outputs therefore indicated all six questions were
to be utilized in the hypothesis testing.

5.8 DESCRIPTIVE STATISTICS

To understand the characteristics of the data collected per construct, the research
study utilized descriptive statistics. This helped the researcher understand the
scoring per question, mainly the lowest scores, the highest score, the average score

and the deviation between responses.
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Respondents were requested to rate questions related to their social capital on a 1-
10 sliding scale, with 1 representing the lowest rating and 10 being the highest with

the three variables being diversity, value and strength of their social capital.

Questions measuring the construct firm performance were measured using a 4-point
Likert scale, measuring as follows; 1 — no impact; 2- slight impact; 3- moderate

impact and 4 -significant impact.

Questions measuring the moderating variable, resources, were similarly measured
using a 4-point Likert scale, measuring as follows: 1 — no effect, 2 — slight effect; 3 —

moderate effect and 4 — significant effect.

The data below is presented in a table for each construct with an accompanying

histogram which illustrated the skewness for each question.

5.8.1 DESCRIPTIVE STATISTIC OUTPUTS: CONSTRUCT ONE - SOCIAL
CAPITAL

Construct one was measured using three questions and the outputs for the
descriptive statistics are as per table 5.13 below. The respondents were requested
to rate their social capital on a sliding scale of 1 -10. The results indicated the highest
mean of 7.75 was question two relating to how valuable their social capital is. With
the lowest mean of 5.79 being on question 1 relating to the diversity of their social

capital.

Table 5.13: Descriptive stats output on SPSS for social capital

N | Minimum | Maximum Mean Std. Deviation
QscC1 75 1 10 5,79 2,500
QSC2 75 2 10 7,75 2,296
QScC3 75 1 10 6,16 2,242
Valid N (listwise) 75

In relation to the standard deviation which measures dispersion from the mean for

each question in relation to the construct, the outputs indicated question one had
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the highest dispersion from the mean with a standard deviation of 250. Question

three had the lowest standard deviation of 2.242.

N Minimum Maximum Mean Std. Deviation

QBF1 75 1 4 2,56 0,962
QBF2 75 1 4 2,36 0,880
QBF3 75 1 4 2,53 0,920
QBF4 75 1 4 2,37 0,912
QBF5 75 1 4 191 0,989
Valid N 75

(listwise)

Table 5.14: Descriptive statistics outputs for firm performance on SPSS

5.8.2 Descriptive statistic outputs: Construct two — Firm performance

Table 5.14 above details the descriptive stats outputs for construct two which was
measured using five questions. The respondents were requested to rate each
question on a 4-point Likert scale. The outputs indicated the highest mean was
recorded on question 3 relating to how resources had impacted business
performance in relation access to customer satisfaction with a mean score of 2.87.
The lowest mean of 1.91 was recorded on question one in relation to customer

retention.

With regards to the standard deviation, there was very little dispersion amongst
responses for all five questions with the highest standard deviation being recorded
on question 1 at 0.989 and the lowest on question four at 0.827. This indicated most

of the responses for each question were close to the respective mean.

5.8.3 Descriptive statistic outputs: Moderating variable — resources

The descriptive statical outputs for the moderating variable resources which was
measured using six questions are as per table 6.3 below. Respondents were
requested to rate each question on a 4-point Likert scale. The highest mean, 2.87,
was on question three relating to resources access to finance. The lowest mean of

1.91 was noted on question six relating to business mentoring.
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The highest standard deviation was noted in question five at 0.989 with the lowest

dispersion being on question 3 with an output of 0.827.

Table 5.15: Descriptive statistics outputs for resources on SPSS

N Minimum Maximum Mean Std. Deviation

QR1 75 1 4 2,19 0,940
QR2 75 1 4 2,60 0,915
QR3 75 1 4 1,95 0,957
QR4 75 1 4 2,53 0,935
QR5 75 1 4 2,87 0,827
QR6 75 1 4 2,40 0,973
Valid N 75

(listwise)

5.9 RESULTS FOR HYPOTHESIS TESTS

5.9.1 Introduction

A linear regression test, i.e. the Spearman’s correlation, was conducted on the
constructs and the outputs discussed below. To the test for the significance of the
relationship between the constructs, if any, with the correlation coefficient ( r ) being
the measure of the strength of the relationship, the following is noted: less than 1
indicates a negative relationship amongst variables, zero indicates no relationship
and an output of greater than one indicates a positive relationship.

Secondly, the outputs of the 2 tailed sig value above the confidence level 0.05
denoted by (p) are to be interpreted as follows: p value greater than 0.05 indicates
no relationship between variables whereas a p value below 0.05 indicates that a

relationship is present.

Results for each hypothesis test are represented with both a table and a scatter

diagram.
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5.

9.11 Hypothesis test assumptions

For the hypothesis tests conducted on the data, the following assumptions were

noted:

a) All data is numeric and continuous
b)  All data is either ordinal or scale
c) A 95% confidence level is applied
d) Datais not normally distributed

Table 5.16: SPSS output for correlation between construct 1 & 2

SC1 BFTOTAL
Spearman's SC1 Correlation 1,000 415"
rho Coefficient
Sig. (2-tailed) 0,000
N 75 75
BFTOTAL Correlation 415" 1,000
Coefficient
Sig. (2-tailed) 0,000
N 75 75
5.9.2 Correlation test Hypothesis 1

H1: There is a significant statistical positive relationship between social capital and

small firm performance in various industries
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Diagram 7.1: Scatter graph for hypothesis 1
The outputs on table 7.2 above of the Spear’s correlation test for Hypothesis 1, with
social capital being the independent variable and firm performance being the

dependent variable.

The following results were noted:

o There is a strong correlation between social capital and firm performance.

o There is a moderate correlation between business performance and social
capital.

o A relationship is present & positive between the two variables.

o A non- linear relationship exists between the two variables.

5.9.3 Correlation test Hypothesis 2

H2- Large and diversified networks with stronger ties have a significant statistical

impact on the positive impact on small firm performance
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Table 7.16: SPSS output for correlation test on Hypothesis 2

QscC1 QSC3 BFTOTAL

QscC1 Pearson Correlation 1 512" .245"

Sig. (2-tailed) 0,000 0,034

N 75 75 75
QScC3 Pearson Correlation .512* 1 .392"

Sig. (2-tailed) 0,000 0,001

N 75 75 75
BFTOTAL Pearson Correlation 245" 392" 1

Sig. (2-tailed) 0,034 0,001

N 75 75 75

The outputs on table 7.16 above of the Spear’s correlation test for Hypothesis 2, with
social capital being the independent variable, specifically diversity and strength, and

firm performance being the dependent variable.

The following results can be noted:

o There is a strong correlation between the diversity of a firm’s social capital and
the firm performance.

o There is a moderate correlation between the strength of ties in a firm’s social
capital and the firm’s performance.

o A relationship is present and positive between the variables.

5.9.4 Correlation test Hypothesis 3

H3 - Resources gained through social capital have a significant statical positive

impact on small firm performance.
The outputs on table 5.17 below of the Spear’s correlation test for Hypothesis 3, with
social capital being the independent variable, and firm performance being the

dependent variable and resources being the moderating variable.

The following results can be noted:
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capital and firm performance

Their resources have a moderate effect on the correlation between social

A relationship is present between the variables. It is noted to be positive and

significant.

Table 5.17: SPPS output for correlation test as per Hypothesis 3

SC1 RESTOTAL | BFTOTAL
Spearman's | SC1 Correlation 1,000 A425™ 415"
rho Coefficient
Sig. (2-tailed) 0,000 0,000
N 75 75 75
RESTOTAL Correlation 425" 1,000 .599"
Coefficient
Sig. (2-tailed) 0,000 0,000
N 75 75 75
BFTOTAL Correlation 415™ .599™ 1,000
Coefficient
Sig. (2-tailed) 0,000 0,000
N 75 75 75

5.10 CONCLUSION

From the three-hypothesis test conducted in this chapter, it can be concluded that a

significant relationship exists amongst the two constructs, though not linear. The

strength of the relationship is moderate to strong.

It can be further noted the impact of the moderating variable resources, is moderate

on the relationship between the two constructs.

Chapter six discusses the findings of this research study in relation to the problem

statement in chapter one and the literature reviewed in chapter two.
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CHAPTER 6
DISCUSSION OF RESEARCH FINDINGS

6.1 INTRODUCTION

This research study sought to determine the effect of resources accessed through
networking on SME size business performance. In this chapter, the research study
will analyse the results of the data as interpreted in chapter five and in line with the
research purpose statement as stated in chapter one as well as the literature review

in chapter two.

The hypotheses test results as stated in chapter five formed the basis of analysis
which allowed the researcher to assess whether the research objectives had been
achieved.

The analysis formed the basis of an opinion on whether resources accessed through
networking have any substantial effect on SME business performance as the findings

will either supported or contradicted existing literature.

This chapter is set out into three parts. The first part consists of a discussion on the
respondent’s demographics. This is in an attempt to provide insights on the

participants of the research study.

The second part is an analysis of the statical results from the testing of the constructs.
These are analysed in conjunction with the literature review conducted as part of
chapter two. The last part of this chapter is a discussion of the hypothesis tests which

suggested correlation between the constructs and the moderating variable.
A summary of this is also included at the end of this chapter to allow the researcher

to give an overall view on whether the objectives of the research study where

achieved.
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6.2 SAMPLE DEMOGRAPHICS

The research study population consisted of business people of all ages and across
various sectors operating businesses within the South African market. The
respondents to the research study had been in business for a varying number of
years with the businesses they operate varying in size and turnover. The
demographic categories of this research study were intended to classify the business
owners to match the set criteria for the research study. Based on the population set
of the respondents, the demographics were categorised to give insights for the

research study.

Understanding the age distribution of the sample population was an important part
of the research study as it provided insight into the propensity of the various age
groups to pursue a business. The age group statistics revealed young people
between the ages of 26-32 formed the largest group of respondents at 36% followed
by respondents in the age category of 33-40 who compromised 34.7% of the sample
population. The age group of 40 years old and above made up 25.3% and the
youngest age segment of 18-25 years where the smallest number representing only

4% of the sample population.

The distribution of age groups could not have been anticipated for the research study
as snowballing sampling was utilized as one of the sampling strategies of the
research study. There may be a correlation between the age group of 26-32 being
the highest number of respondents and the use of convenience sampling as the

researcher falls with that category.

The South African definition of youth is people between the ages of 18-36 and almost
70% of the sample population falling within this category may be an indication of
young people’s natural ability to take risk which is often associated with starting a
business as well as an indication of young people turning to entrepreneurship in an
attempt to escape unemployment which is currently the highest in the age groups
18-34 years, currently at 43% (Stats SA, 2021).

The age group of 40 and above representing over a quarter of the sample population,

provided insight into the state of a developing economy that has stable and mature
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participants which are mirrored by the market. The age group 18-25 being the lowest,
was expected, as this is the age group in which young people tend to pursue a tertiary

education in South Africa or join the job market.

The distribution of gender of the sample population was skewed with the majority
being male at 56%, closely followed by females at 42.7% and a small percentage of
1.3% identifying as non-binary. This was a reflection of the South African business
landscape with STATS SA (2020) reporting that males are the majority of business
owners in South Africa with female owned businesses making up only 19.2 % of

business owners.

From the data, the insights into the sectors that business respondents operated in
where interesting. The majority of the respondents at 40.5% were from the
construction sector which could be related to a number of factors such as the sector
being one of the largest GDP contributors in South Africa, the low barriers entry to
the construction sector as well as the availability of opportunities in that sector as it
one of governments strategic markets for both employment and infrastructure
development. Mining and quarrying were the second largest group of respondents at
17.6% followed by retail and motor repairs at 12.2% and agriculture at 10.8%. This
is a good reflection of the South African business landscape where a majority of the
business are in the primary sector which includes construction and agriculture.
Mining and quarrying is one of the oldest and most established sectors in the South

African market and are contribute significantly to the country’s GDP.

Understanding the size, age and turnover of the sample populations business was
considered an essential demographic for the research study as it measured the
financial health of the organisations and allowed for the categorization of the
organisation as either small or medium. It was also essential to understand that
literature suggested business in the younger, formative years are more likely to use
social capital to advance their business needs and performance (Afandi et al., 2017,
Gelderman et al., 2020; Premaratne, 2001).

The majority of the businesses were relatively young and small businesses having
been in operation for a period of 0-3 years and with teams of 1-10. These represented

42.7% and 82.4 of the respondents respectively.
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Most of the respondents representing 80% of the sample population business
turnover was less than R5 million rand, followed by 10.7% whose turnover was above
R17 million but less than R25 million. These figures indicated the majority of the
sample population fitted the description of SME business across the various sectors

as defined by the South Department of Small business and Enterprise.

6.3 OVERVIEW OF CONSTRUCTS

The next section is an analysis of the constructs based on the statistical results as

discussed in chapter five in concurrence with the literature review in chapter two.

6.3.1 Social capital

According to (Afandi et al., 2017) , social capital a network of people who are
interconnected through shared purpose and trust. It has been argues that it can be
effectively used in business to help an entity grow and achieve success (Cappiello
et al., 2020; Premaratne, 2001; Vinayachandran & Ambily, 2020). These studies
have revealed it can be extended through focused networking and nurturing of

relationships between the various parties.

The problem statement for this research study discussed in chapter one, highlighted
how social capital is an essential part of the small and medium sector, a sector which

sees a high failure rate of businesses often due to limited resources.

The construct social capital thus becomes an important part of this research study,
as the understanding of it, allows us to understand how it can be effectively utilized

to impact business performance.

To further study this construct, questions were adapted from literature sources that
had previously studied social capita. The question sought to assess the respondents’
sources of social capital, the diversity of their networks, their perceptions regarding

the value of their social capital and the strength of the links within their networks.

Based on the analysis of the collected data, social capital for small and medium

business owners construct illustrated a mean score above the mid -point value of
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five on the Likert scale representing that on average, they have a positive perception

on the questions posed to them relating to social capital.

Question SC1 sought to understand the diversity of the respondents’ networks, with
a mean response of 5.79 indicating the majority of respondents had fairly diverse
network. A study by Burt (2000) noted diverse networks are beneficial in business as
they are pathways to new networks through bridging and tend to lead to more

resources and alternative sources of social capital.

Question SC2: how valuable is your network to business performance., indicated the
SME business owners are aware of the role of social capital in their businesses. With
a mean of 7.75, this score indicated a high understanding of the role of social capital.
However, in comparison, it infers there may be lack of understanding of how a

diverse network positively impacts business.

Question SC was concerned with understanding the strength of links within the
networks with a mean score of 6.61 indicating the links between the business owners
and their sources of social capital are fairly strong. This is supported by a research
study by (Prasetyo et al., 2020) which suggested that SME business thrive of close

knit networks that reinforced by trust.

6.3.2 Business performance

Business performance can be measured using a multitude of metrics, assessing both
guantitative and qualitative elements of a business. For this research study, business
performance was measured to understand the areas of business that determine the
success of the entity. The need to assess these areas were informed by a study
conducted by (Chittithaworn et al., 2011) who noted that innovation, marketing,
financial performance and entrepreneurial skill where some of the key drivers of
performance within a business. It was thus important the SME business owner
understand which areas of their business had been impacted by their use of social

capital.

The responses for the majority received a score of above the mean average of 2. A

score which indicates they accepted that social capital had impacted their business
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performance in relation to customer retention, market penetration and innovation in
a meaningful way, with the exception of QBF5, which related to staff retention and
its impact on business performance, this scored a mean of 1.91 which was an
expected and appropriate score as none of the literature reviewed had linked staff

retention to business performance.

6.3.3 Resources

Understanding which resources the SME business owners had access to as a result
of their social capital was important as accessing the right resources is an imperative

part of business success (Carmeli, 2004).

QR1, posed the question of which business had been granted access to tools of
innovation through their social capital. This question achieved a mean score of 2.19
which was above the average mean of 2. This score indicated the SME business
owners had fairly good access to innovation as a resource as a result of their social

capital.

Similarly, the mean for QR5 scored the highest mean of 2.87. This question was
posed to understand if leads to new business was a resource that SME business
owners had access to as a result of their social capital. With a mean score above the
average of 2, this indicated that this was an important resource for the SME business

owners.

The question relating to accessing finance through social capital scored the lowest
mean. This was consistent with research findings from a study that stated financial
resources are the most scarce resource for business yet are the most required by

businesses of all sizes (Zampetakis et al., 2011).

6.4 HYPOTHESIS DISCUSSION

This section discusses the results of the hypotheses stated in chapter 3.
Hypothesis one

Hypothesis one was concerned with establishing that a relationship exists amongst

the two main constructs of the research study, namely being social capital and
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SME performance. Various studies by authors have established that social capital
has a significant impact on business performance (Afandi et al., 2017; Premaratne,
2001; Stam et al., 2014).

However, none of these studies have been conducted in an African country. For the
purpose of this research study, it was important to establish this remained true,

irrespective of country context.

The following hypothesis was thus formulated to test the relationship accordingly:

H1 - There is a significant statistical positive relationship between social

capital and small firm performance in various industries

HO — There is no significant statical relationship positive relationship between

social capital and small performance in various industries

A Spearman’s correlation test was run to assess the relationship between social
capital and small firm performance. The results from the research survey revealed
there is a significant correlation between the two constructs as the indicated by the
sig value of 0.000. and correlation coefficient of 0.415, both of which are within the

standard range for a positive correlation to be confirmed.

The hypothesis stated above was therefore accepted and the inverse being the null

hypothesis rejected.

These findings are consistent with academic literature which found that social capital

does have an impact on business performance.

Hypothesis two

Hypothesis two was concerned with establishing that a relationship exists between
the sub constructs of the network diversity, size and SME performance. In previous
academic literature, all authors agreed a diversified network has a significant impact
on the various network resources and with strong links between these networks,
there is an increased positive effect on business performance (Afandi et al., 2017;
Burt, 2000; Webb, 2008).
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However, none of these studies have been conducted in an African country. For the
purpose of this research study, it was important to establish this remained true

irrespective of country context.

The following hypothesis was thus formulated to test the relationship accordingly:

H1 - Large and diversified networks with stronger ties have a significant
statistical and positive impact on small firm performance

HO - Large and diversified networks with stronger ties do not have a significant
statistical and positive impact on small firm performance

A Spearman’s correlation test was run to assess the relationship between network
diversity, strength of ties within the network and small firm performance. The results
from the research survey revealed there was a significant correlation between the
constructs as indicated by the sig value of 0.000, 0.001 and 0.034 respectively for
each construct and correlation coefficients of 0.512, 0.245 and 0.392, all of which

are within the standard range for a positive correlation to be confirmed.

The hypothesis stated above was therefore accepted and the inverse being the null

hypothesis rejected.

Hypothesis three

Hypothesis three was concerned with establishing that resources have an impact on
the relationship between social capital and business performance. Academic
literature existed that supports the notion that social capital provides SME business
access to resources such a marketing tools, access to information and access to
markets, all of which positively impact business performance (Carmeli, 2004; Jawed
& Siddiqui, 2020; Kamasak, 2017)

However, none of these studies have studied how these said resources moderate
the relationship between the two constructs namely social capital and business
performance. Hence, this was noted as an area for further study by (Stam et al.,
2014)

The following hypothesis was thus formulated to test the effect accordingly:
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H1 — Resources gained through social capital have a significant and positive
impact on small firm performance

HO — Resources gained through social capital have no significant and positive
impact on small firm performance

The outputs from the Spearman’s correlation test indicated resources obtained
from social capital have a significant correlation as the correlation coefficient
increased from 0.415 in the first hypothesis test to 0.599 when the variable was
assessed as a moderator. The sig value of 0.000 indicated a significant
relationship. On this basis, the hypothesis stated above was accepted and the null

hypothesis rejected.

6.5 CONCLUSION

This chapter highlighted the findings of the empirical tests conducted to analyse the
hypothesis formulated in previous chapters. From the findings, it was determined that
business performance is positively correlated to social capital indicating the survey
respondents understood the value of social capital on their businesses. This was
supported by academic literature that noted the positive effects of using social capital
to drive business performance. Furthermore, the findings of this research study
indicated resources accessed through social capital play a positive role in increasing
business performance irrespective of the industry that business operates in and the

country.
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CHAPTER 7
RESEARCH FINDINGS AND RECOMMENDATION

7.1 INTRODUCTION

The overall objective of this research study was to establish the effect of resources
accessed through networking and their impact on business performance using an
exploratory research method. The study sought first to prove that a relationship
existed between the two constructs to understand what resources are available to
SME businesses through their networks. It also intended to understand when utilised,
which areas of business performance did these resources impact. Lastly, to
understand if, overall, the presence of these resources had an impact on the

relationship between social capital and business performance.

Through the literature review, the researcher attempted to understand social capital
as a concept, its various forms, how it can be grown and the variables that affect its
influence, namely diversity and strength of links. Secondary to that, the researcher
sought to understand the various arguments around the areas of business
performance and what resources where available to SME businesses through their

networks.

This chapter highlights the findings and reconciles the research into a coherent set
of findings to illustrate the research objectives have been met. Implications for
business and academia are presented and a section on the limitations of the

research study are included.

This chapter is concluded by recommendations for future areas of research on the

topic.

7.2  PRINCIPAL FINDINGS

The key findings of the study are noted as follows:

Hypothesis one: There is a significant statistical positive relationship between social

capital and small firm performance in various industries.
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The results of the first hypothesis indicated there was a significant and positive
relationship between social capital and small firm performance. This reiterated
findings from similar studies conducted by authors who, through their studies, have
established a positive correlation between the two constructs (Prasetyo et al., 2020;
Stam et al., 2014). From this business study, what can be noted is the correlation is
not reliant on country context nor the size of the business. On the basis of
consistency, the findings for this hypothesis were accepted.

Hypothesis two: Large and diversified networks with stronger ties have a significant

statistical and positive impact on small firm performance.

The results from the second hypothesis test indicated a significant positive
relationship exists between the diversity of network and the strength of the links
within that network. These results confirmed a studies conducted which found that
diversified networks enrich business performance as it exposes the organisation to
varied sources of resources and that where stronger links exist between network
nodes, the more likelihood of access to resources and information that benefit the
business and improve its performance (Burt, 2000; Patulny & Lind Haase Svendsen,
2007; Sarada & Tocoian, 2019).

Hypothesis three: Resources gained through social capital have a significant and

positive impact on small firm performance.

The results from the third hypothesis test indicated resources accessed through
social capital positively impact business. The findings supported similar studies
conducted that noted social capital increases innovation which is a function that
boosts a business’ competitive position and in turn tends to improve business
performance (Cappiello et al., 2020). A similar study found resources that social
capital provide increases small business growth which is a direct result of improved

performance (Premaratne, 2001).

7.3  STUDY IMPLICATIONS

For business, the implications are clear- there is sufficient statistical and academic
evidence that demonstrates the importance of social capital. This research study had
furthered this knowledge by highlighting some of the resources that can be accessed
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as a result of social capital and how these resources impact business performance.
The onus now lies on businesses to use this knowledge to strategically apply it to
their business to increase the diversity of their networks taking into account the
various forms of social capital and finding a balance of utilising the most suited form

for each peculiar objective.

Business should also use this knowledge to understand how these resources can be

leveraged to reduce business failure.

For academia, the research study had established that country context has no
bearing on how social capital and business performance relate. Further evidence
was presented to the notion that a diversified network with strong links amongst

nodes is crucial for the effective leveraging of social capital in business.

7.4  LIMITATIONS OF RESEARCH STUDY

The qualitative approach selected for the research study limited how far the top could
be explored. Similarly, the use of a survey limited the respondents’ inputs thus
leading the research study to be one sided and skewed to reflect the opinions of the

researcher.

Similarly, the time horizon for the research study was short and limited to the reach

for the research study which in turn impacted the number of responses received.

The use of convenience sampling limited the variation in respondents and thus

presented an intended but noticeable bias in the study.

7.5 SUGGESTIONS FOR FUTURE RESEARCH

This research study had provided an empirically tested foundation into the study of
the role of resources access through social capital and their impact on business

performance.

The following suggestions for future research should be considered that will aid in

expanding the literature on business performance:
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7.6

Using qualitative methods to explore the role of social capital in informal
markets, specifically in developing countries

A research study on the limitations of social capital on business. Much
research has been conducted highlighting the positives associated with social
capital

The effect of cultural context on growing social capital. Sociological factors
differ from country to country. It would be of interest to understand how
networking is facilitated in societies where factors like gender and religion are

dictators of association

RECOMMENDATIONS

In an attempt to positively utilise this research study to reduce business failure of

SME'’s, the researcher recommends the following:

7.7

SME businesses must evaluate their networks in an attempt to understand
areas of strength that they can capitalise on and areas of their network that
need development.

Secondly, it is recommended that business evaluate areas of performance
within their businesses that require support and seek to find persons or
organisations within their networks who can assist whether it be through the
provision of resources or sharing of knowledge that can assist in
strengthening these weak spots.

Lastly, it is recommended that businesses assess their networks and assess
where cross pollination of skills and resources are viable with the

people/organisations in their networks to advance their business objectives.

CONCLUSION

This research study had achieved its overarching research objective of ascertaining

the effect of resources accessed through networking on SME business performance.

By analysing the impact of resources on SME business performance through a

descriptive quantitative study, the researcher found results that were consistent to

those found in the literature. This research study suggested resources accessed

through social capital have a significant impact on SME business performance. This
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finding extends the literature on social capital while also illuminating the effects of

networking as one of the prerequisites towards business growth.

In conclusion, this research study has thus highlighted new insights into the overall
study of SME businesses as one of the most crucial contributing influences into
global economies. To overcome the challenges of SME businesses, future research
studies must be drawn from this research study and undertaken to explore drivers
that influence the performance of SME businesses in various contexts, specifically

developing countries.
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9. Onscaleof 1-10, how diverge s your business networic 1- Indicating not diverse and 10 -
Indicating very diverse, *

10. Onascaleof 1t0 10, haw valuable s your network to your businesses performance? 1
beiny not valuable , 10 being belng vary valuable . *
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1. ©Onascale of HO, how strong wauld say the Bnics within your network are? 1 -balng weal
1 -baingy very strong, *

12,  Wnich of these platforms are your maln sources of netwaorking ( soclal capital )7~

(| Work ACallagues

(| Profassianal Bady organieations
(| Industry Networking avents

(| Sockl media e.g. Linkedn

(| Industry Events

|| Referrala by cthers

Resouroes oan be financial . non- Inancial , tanpl e snd
Intangibla

13.  Inyour organisaton I soclal capital recognised as & strategic busiress tool? *
Mark only one oval,
) Yes

C T No
) Maybe

90



14. ifves . s snciel capitad leveraged auiiiclently to achleve busiress chlectivas
Mark only one oval,

Yes, at all tinea
Sornetimes
No, not all

15. How have rascurces obialned from your network asslsted your company In the following
categories? *

Asulstid AugTuted Augted

Notall oty Modarataly immenssly

Innovation
Marimting

Access to finance
Sidlike developrmeont

Lawds to npws to new
buainass

Huairwas Mantaing



16. How have resources obtalned from your netwark Impacted the perfarmance of the
busiress in the following aress? *

Na Sighily Modertmy Groatly
Impactad Impacted Impacted Impacted

Customer Ratamion
Increass in Prodlt margine
Custamer Satlefaction

Growth In Indusiry markst
ohare

Staff retentioh

THANK YOU FOR PART TAKING IN THE SUREVY AND PLEASE REMEMBER TO SHARE THE LINK

Thia oot s nelther oreated nor sndorssd by Google.
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Appendix 5: Raw data

AU WOU W LA B £ T

hi |
ofYes Yeu
D] Y Yoo
0| ¥ee You
b]res You
0] Y Yon
nluu Ho
o|res Yea
b i
hi
Yun Yun
Yim L]
hi
- i
Ho Ho
i
Yrm

R RN FPEFEFRRE NNl Firl PP FPUETE gV
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sl

0] Yien
0] Yes
[] k7]
0] Yied
O] Yl
0] Mo
O] Yk
0] No
0] Yes
0¥l
0] Moy
0] Yan
0] Yes
0¥l
[ hd._ ]
0] Y
0] Yima
0¥l
[ b~ ]
O] Yl
0] Yima

L

0] Yrm
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Hew lang han your Herw many poopls doas your
I:"": vonfi your age I:L"'I Mm“rﬂm' businars basn In business ampioy on & ful e
opomton? banle?

iﬂ—m_ln.hlﬂm |
|26-52 Construatian 4-8 yoars D10
A0 mnd abawm Comslnctian reaisr han 10 e 010
1605 0
3340 Comminsclian ||r-hrtlnn 10 yunrs 1150
3340 10
Flax) a
e |g-1u
3340 Flridmvean s Five B bl b 3-8 [ ']
340 n r ali]
A0 vl b Constnuation il LRUELTT 11-50
3340 El el werlar [4-5 ywars |o-10
33-40 Finmnca mnd for Buiineis 3o then 3 yeers
Pl N |+~ . ]| I-18 veam 11-5¢
A0 mnd abom Comainuctian o then 3 010
3540 IConsiuclion I-18 yeam Ii:lll
2837 Ralnll, molor rade ar inaa than A 010
im L odaoa]i Chal ERLD L lall
[A3-40 Cofinatian el 180 3 D-10
A0 wngd b Y . § anila 1-10

-5 -1
252 it D=1
AD mnd aberen [Elagirichy , grm and sarlar_|gmaty mar 310
40 and above Flnanos andfor Businass S{gneaier than 10 e 0-10
Kz Caurarur iy , sall avedfar gi-§ 0-1d
:E LAOHTID PO R [N A 1 il L 10
28-32 Conetruation e LR TT 11-58
|2l‘-l! Finmnce mndfor Business 3] 7-10 ywam [al]
18-26 [o-10

Rl | moloy T ar A

Comalnclian
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- - IL.HQ
(33-40 Finmnca mndfor Businems gh— then 3 g 0-10
EEY  Comindian if yoors 1
2340 Communiy . sotial andiar d4-8 0-10
| 33-40 Flrhicah o' Ao Bluiiridid S T-10 /8 010

2540 Fstall, molor tsade ar losa than 3 010
3340 Gomimiction 710 yomum 57
A0 &l above Construatian i than 3 |ll-"|ll_
!!.ﬂm CINRCS WY NI th] (s 1. LA “ﬂ
ﬂ ol ERL DL '[!
33-40 Cominiclian T-10 yanm 0-10
2652 Comstuotion lnsa thmn 3 10
A mnd shaow m‘_ mains than 10 yaars 1-2%4)
2340 [Rial, mokor trade af mpal4-8 11-60
A yng yhere LHTETRINEY | POCHN S Day | ‘S la L 1L}
3340 Contatian uu D-10
aT WEHTIE RGO T BCTO TG -5 YA
AD i Al mum idrar At jraatas Hawert 10 ynien 11-80
" 3 1] m L. |

[o-10
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On m scelm ot 11210,

On souls of 110, how how valuable B your On a ponde of 110, how
What wes your businres | dvess b your busin s nalwark ia your sirong would sy the Inks
umovar inthe Tnanalsl  nabaork. 1- Indlaating not DUMMERIAR PaTOMMBan 0T |Wlhin your nabesrt an 1
your 2071 /20207 diverss and 10 dndicating |1 being not valinbla, 10 |buing weak , 10 -balng
MY vl Dy D) iy wlluB e | vy SbNGA D

lows then RE millon i 2 El
unt than RS millon ] B B
|gmarine fhan R17 millon bu 8 4 7|
iess then R millon & g nl
|gmater han R17 millon bul 8 10 8|
logm thoin RS} millon L 0 Bl
lagn than RE millon 1 ] F
s than RS millen 5 i F
i huirs FES il a ] L
logm than RS miion i a !I
| groater han R17 millon bul L ] Li
o thn RS milln [ 10 B|
 wint thsn RS illin 2 o ]
lops then R millon g 4 EI
s than RS milln 8 [ |
oys tran R10 millon 10 10 10
lamn then RS millon 7 3 4
Loy than RS millon 3 F |
i thir A MElOn a 10 T
ngm thon RE millon z z L
o than RS millon i 10 gl
Wil thiirn FS milon [ 3 5
jam than RS millon 7 10 8
o than RS millon o 10 1]
i ety R0 rrillon T B ¥
o than RS migion 5 B 4
haai than K10 millan T '] T
lamn ttn RS millon T ] Bl
s than P millon 4 10 T
i than RS milkin T 10 T
lops than RS millon | I B
WS Than KB milon 6 7 gl
lamn ttan RS milln T ! [ ]
e than R il 1 10 g
i tha BB mMlon -] B T
gy than RE millon § I il
lamn thevn RS millon a 2 B
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oge than RS millon i [] ll
lamn than RS millkon i ] Lt
n T A il
bl thisnn RG milion F] 4 |
o then RS millon [] o 4
b thelri RS il a [ |
Jaas than F6 millon 10 10 B
agm thein RS millon ] 0 fl
Meatir Shan R11 milon byl T 10 !I
[ il ]
it Ty RAT illions by ] ] ]|
§ 10 10
jumm then RS millon ] [ 8|
agm han 75 million ] 7 ?l
lowe then RE millon g ] El
ik ek RS milon ! B Bl
Jaas than RS millon F] [ 3
RIT [] '] ?I
i than RE millon [] [ ]
! 10 ;_I
oy then RS millon ] ] AI
jumm then R0 millcn ] B B
laas than R millon q [ 7|
gmatarhan R17 milln by [] [] |
G ) 7
n in ] []
i thay AE milko a 10 T
F F] 1
i o 1D el 1 a B|
3 g i|
lamn than RS millon 2 ! 2
s than RE millon ] T ll
by thpn R milion [} ] ]
il e AE milkon ) B I
] 10
bk e RS millon | T ¥
iaag then F% millcn ] ] I.|
lamm than RS milln 5 ] 7
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HOW Mkt N0 U K

Ny o mbtion B [ e, o] ciple
(hEh o tiess i i (g oupkta moogrieed [levernged mifkientyto ["ained from your
vﬂﬂ;:lll H'llm" n N0 |an  siringicbusinem  |Bchisve businems mpany In th hmlmﬁu
{vachl caphal}? toal? objective np::n ||:nmmn]
| Roferle by othiom Im
Wk Riollbagu s i
Work uBm [ro
| Ratwrale by oiftem Yoq
Wk s In You
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P el YOLIT
comeany n the Tollowing
crtigerinn? [Maricling |

Hew have resaurces
dabbakmd Hoem yo
nebaork ssalsiad your
coimpany in tha folioadng
aategotiea? [Aoosss i
fingncal

How heve msoucas

g yaur nirlainnd fram your naiwork
nabwork sealrted your
I e Folkoud ESAAENGT YOUT CAMPETY In Tk
' folireing cutvgoias? [Losde

mmm[?_ b riivws 0 riier Dusirvans]

HOW i M0 K
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Aairted Imma neady

o e -

rrpper on) BIRIE PPN
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How harva roscurcas
ttalnad S your
mabork st your
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How hava macurcas oideined  |How heve meaucos chinined
oty et igsdckind [ your nasbeore ipakld
the performanos of the the parformancs of the
buminpas In the falkmwing businems in tha follosdng
aneas? [Inoreass n ok amany [Customer Satiafsaion
mmrging | 1

Hone s mesou cnn
odviinad om your
nalwok inpeced e
parformanos of the
businem In the oizeing
il &7 [Gicnits I aridvy
marivet share |

How have meoures
trined B your
natwork mpaoied the
paforman=a of he
buairsss in the folowing
mnan? [bdT mplpntion |
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