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ABSTRACT The objective of the study was to investigate the financial self-efficacy of the owners of spaza shops
in South Africa. Financial self-efficacy is about an individual’s self-confidence to carry out a financial management
task and is related to financial skill. The study used the qualitative research method. Structured interview method
was used for data collection in a survey. The study was conducted in Mankweng in the Limpopo province of the
Republic of South Africa. Convenience and snowball methods were used for sampling. Thematic analysis was used
for data analysis. The results indicated weak levels of financial self-efficacy in the areas of financial planning,
analysis and control, working capital management and sources of finance. Recommendations to improve the
financial self-efficacy of spaza shop owners are suggested.

INTRODUCTION

Small and Medium Microenterprises
(SMMEs) contribute significantly to the social
and economic growth of South Africa (Chino-
mona and Pooe 2013). In both, developing and
developed countries, SMMEs are one of the pri-
mary drivers of employment and inclusive eco-
nomic growth (Organization for Economic Co-
operation and Development 2014). The SMME
sector contributes between twenty-seven and
thirty-four percent the Gross Domestic Product,
and seventy-two percent of all jobs in South
Africa (Department of Trade and Industry 2008).
South Africa has an unemployment rate of 26.7
percent (Statistics South Africa 2016). South
Africa’s rate of unemployment is one of the high-
est in the world (International Labor Organiza-
tion 2014). South Africa’s unemployment rate
currently stands at 26.7 percent (Statistics South
Africa 2016). South Africa also has high levels
of poverty, income inequality and crime. The
sustainability of SMMEs is one of the ways to
address the development challenges facing
South Africa (FinScope 2010; Abor and Quartey
2010).

Spaza shops form a part of the SMME sec-
tor. The definitions of a very small and a micro
business fit the description of a spaza shop. If a
spaza shop has five or more employees, it can
be regarded as a very small business. If a spaza

shop has less than five employees, it can be
described as a microenterprise (Perks 2010). A
spaza shop can be described as an informal busi-
ness that is conducted from a shack or a room in
a small house. Customers stand outside to make
their purchases. These are usually groceries and
everyday small household items (Von Broembs-
en 2008; Van Scheers 2010). Litghelm (2002)
points out that spaza shops usually operate from
residential stands or houses, with an average
employment of 2.9 persons, largely financed by
private savings or loans from relatives and
friends and usually sell groceries. Spaza shops
grew out of the townships in South Africa and
play an important role in the buying tendencies
of customers (Cape Town Project Centre 2015).
Spaza shops play a role as an important incuba-
tor of entrepreneurship in South Africa (Liede-
manet et al. 2013; Basardien et al. 2014). Spaza
shops dominate trade and commerce in the town-
ships because of the legacy of apartheid in South
Africa. In addition, many South Africans turn to
informal spaza shops because they are unable
to find work in the formal economy. Small-scale
entrepreneurship is fundamentally synonymous
with self-employment in South Africa ((Ligthelm
2004; Hadebe 2010; Charman et al. 2013; Rolfe et
al. 2014).

The failure rate of small and microenterpris-
es including spaza shops is very high. Spaza
shops normally have a short lifespan and also
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rarely grow. The challenges faced by microen-
terprises are environmental, financial and mana-
gerial in nature. Financial management is one of
the obstacles facing spaza shops (Van Scheers
2010). Availability of management and financial
information is a prerequisite for management
competence. Financial issues that are important
for small businesses success include financial
planning and control, availability of funds, and
working capital management (Perks 2010; Mat-
lala et al. 2014). An entrepreneurs’ ability is very
important for the survival and growth of SMMEs
(Perks 2010; Herath and Mahmood 2014). Indi-
vidual and contextual factors, such as cognitive
style and personality, can influence performance
(Mathisen and Bronnick 2009). Individuals with
low self-efficacy desire fewer options and seek
for less information compared to individuals with
high self-efficacy (Reed et al. 2012). Self-effica-
cy with regards to financial management is a
critical success factors for SMMEs (Amatucci
and Crawley 2011). Financial self-efficacy refers
to the perceived ability of individuals to manage
their finances (Lapp 2010; Lown 2011). This sug-
gests that the financial self-efficacy of owners
can help improve the performance and reduce
the high failure of spaza shop in South Africa.
This study makes a contribution to the literature
on the factors that can positively impact the
success of spaza shops in South Africa.

Objectives of the Study

Financial self-efficacy is one of the critical
success factors for SMMEs. The primary objec-
tive of the study is to examine the financial self-
efficacy of spaza shop owners in South Africa.

Literature Review

According to Ashford and LeCroy (2010),
self-efficacy was developed by Albert Bandura
as part of the Social Learning Theory, which lat-
er progressed into the Social Cognitive Theory.
Self-efficacy is the major concept of social cog-
nitive theory by Bandura. One of the arguments
of the social cognitive theory is that beliefs, ex-
pectations, goals and intentions influence indi-
vidual behavior. What people think, believe, and
feel affects how they behave (Bandura 1986,
1989, 1997, 2012). Efficacy beliefs determine how
individuals feel, think and act (Bandura 1995).
Self-efficacy can be described as the confidence

in the ability of an individual to deal with a task
or situation (Ormrod 2006; Hira 2010). Financial
self-efficacy can be described as the perceived
ability of individuals to manage their finances.
Financial self-efficacy is about an individual’s
self-confidence to carry out a financial manage-
ment task and is related to financial skill (Lapp
2010; Lown 2011).

Self-efficacy is a psychological concept and
it is one of the best predictors of success in
many areas of human endeavors (Lapp 2010).
Failure to suc-ceed at a task may be due to low
levels of self-efficacy (Lown 2011). Self-efficacy
plays an important role in the goal-setting theo-
ry. People with low self-efficacy establish lower
goals than people with high self-efficacy (Locke
and Latham 2002; Lunenburg 2011).

Torres and Watson (2013) and Herath and
Mahmood (2014) find that self-efficacy has a
positive impact on work-related performance.
Kumar and Uzkurt (2010) find a positive rela-
tionship between self-efficacy and individual
innovativeness. Self-efficacy has implications
for evaluating the innovation potential of an or-
ganization and training of employees. The orga-
nizational behavior of professionals is typically
influenced by a significant amount of confidence
(Cherian and Jacob 2013). Self-efficacy mediates
the relationship between personal values and
entrepreneurial orientation. High level of self-
efficacy positively impacts entrepreneurial ori-
entation (Mohd et al. 2014). Self-efficacy is one
of the determinants of successful SMEs (Jasra
et al. 2011).

METHODOLOGY

The study used the qualitative research
method. Structured interview method was used
for data collection in a survey. This is consis-
tent with similar empirical studies such as Perks
(2010) and Basardien et al. (2014). Perks (2010)
argues that self-administered questionnaire
might not give the required results, as the litera-
cy level of spaza shop owners is not known.
This may negatively impact the reliability of the
results. Two trained field agents that understand
the local language and English assisted with the
interview. The study area was Mankweng in the
Limpopo province of South Africa. Due to a lack
of spaza shops sample frame, convenience and
snowball methods were used for sampling. Par-
ticipation in the survey was voluntary. The re-
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spondents were assured that the data collected
would be kept strictly confidential. The owners
of the spaza were interviewed and the interviews
were recorded. Question items to measure finan-
cial self-efficacy were adapted from Lown (2010)
and Amatucci and Crawley (2011). A pilot study
was conducted with five spaza shop owners to
improve the validity and reliability of the research
instrument. Thematic analysis was used for data
analysis.

RESULTS  AND  DISCUSSION

Response Rate and Biographical Details

Fifty spaza shop owners were contacted and
thirty-two participated in the study. Table 1 pre-
sents the biographical details of the respondents.

Table 1: Biographical details of the respondents

Biographical details Spaza shop
    owners

Gender
Male 14
Female 18

Age of the Owner
Below 20 0
20-30 7
31-40 10
41-50 12
Above 50 3

Qualification of the Owner
Below Matric or equivalent 9
Matric or equivalent 18
Above Matric 5

Number of Years of Business Operation
Below one year 2
1-5 years 15
6-10 13
Above 10 2

Number of Employees
0 11
1-2 19
3-4 2
5 0
Above 5 0

The majority of the participants are females
in the 31 to 40 years age bracket, with matric
qualification. Their businesses have existed for
between one and five years, and have between
one and two employees.

Financial Self-efficacy

Financial self-efficacy relates to an individu-
al’s self-confidence to carry out financial man-

agement tasks and is a reflection of the financial
skill of the individual. It is a reflection of the
financial skills of individuals (Lown 2011). The
study focused on the following financial man-
agement tasks as identified by Phenya (2011),
Okafor (2012) and Fatoki (2012), that is, financial
planning and control, keeping of accounting
books, sources of finance and working capital
management

Financial Planning and Control

The participants were asked the following
question on financial planning and control, that
is, “Are you confident about your abilities to
undertake financial analysis and control?”

Only two participants felt confident and thir-
ty respondents did not feel confident about fi-
nancial analysis and control.

Participant: I have never done any financial
planning and control. I do not even prepare
books of account.

Participant: I did financial management at
school. I started this spaza shop because of
unemployment problem. I am confident in my
ability to do financial planning, prepare bud-
gets and have financial control.

Books of Account

The participants were asked the following
question on books of account “How confident
are you in your ability to keep accounting
books such as sales book, purchases book and
expense books?”

Nineteen participants are confident about
their ability to prepare and keep sales book, pur-
chase book and expense book, and thirteen re-
spondents are not confident about their ability
to keep books of account

Participant: I have the ability to always keep
sales, purchase books. It makes me have an
understanding of my sales and profit.

Participant: I have never kept any account-
ing book because I don’t know what to put in
those books. I just sell my goods without any
bookkeeping.

External Sources of Finance

The participants were asked the following
question on external sources of finance “How
confident are you in your ability to understand
external sources of finance for your business?”
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Five participants are confident in their abili-
ty to understand external sources of finance,
and twenty-nine participants are not confident
in their ability to understand external sources of
finance.

Participant: I know the various sources of
debt and equity including government agen-
cies that support small businesses.

Participant: I do not understand the sources
of finance that small businesses can tap.

Working Capital Management

The questions on working capital manage-
ment focused on the confidence in the ability to
manage cash, credit and stock management. Fif-
teen respondents are confident in their ability to
manage credit customers, and seventeen are not
confident of their ability to manage credit cus-
tomers. Fifteen respondents are confident in their
ability to manage their cash, and seventeen are
not confident of their ability to manage to man-
age cash. With regards to stock management,
fourteen respondents are confident of their abil-
ity to manage stock while eighteen respondents
are not confident.

Financial Management Training

All the respondents agreed that they need
financial management training to improve their
level of financial self-efficacy.

The results of this study are consistent with
the findings of Sucuahi (2013) and Eresia-Eke
and Raath ý(2013) that the level of financial skill
of small business owners is low. Deficiency in
financial skill can negatively impact the perfor-
mance of small businesses (Freiling and Laudi-
en 2013). There is a strong association between
financial skill and the ability to make sound fi-
nancial decisions by entrepreneurs (Cole and
Fernando 2008).

CONCLUSION

This study investigated the financial self-
efficacy of spaza shops owners in South Africa.
Financial self-efficacy is about an individual’s
self-confidence to carry out a financial manage-
ment task and is related to financial skill. The
study focused on four areas of financial man-
agement namely, financial planning, analysis and
control, accounting information, working capi-

tal management, and sources of finance. The
results indicate that spaza shops owner have
low level of financial self-efficacy in the areas of
financial planning, sources of finance and work-
ing capital management. However, spaza shop
owners are confident of their ability to keep
books of account. It can be concluded that the
financial self-efficacy of spaza shop owners is
very weak in the areas of financial planning, anal-
ysis and control, and sources of finance, and
fairly strong in the keeping of books of account.

RECOMMENDATIONS

Spaza shop owners need to be proactive and
be involved in management and entrepreneur-
ship learning and training. Spaza shops owners
should attend training programs on financial
management for non-financial managers orga-
nized by universities and non-governmental or-
ganizations that support entrepreneurship. In
addition, government agencies that provide
training programs for SMMEs in South Africa
such as the Small Enterprise Development Agen-
cy should have field agents that physically visit
and provide training to spaza shop owners on
financial literacy. These agencies should include
information on financial skills for spaza shops
on their websites. The impact of spaza shop
owners’ gender and level of education on their
financial self-efficacy can be explored by other
studies. Many spaza shops in South Africa are
owned by immigrants. Other studies can com-
pare the financial self-efficacy of immigrant and
native spaza shop owners.
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