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A behavioural explanation of smallholder entrepreneurship with empirical evidence from 

KwaZulu-Natal, South Africa 

 

Abstract 

This study aimed to investigate the impact of social grant dependence on on-farm 

entrepreneurial spirit of smallholders. A sample of 175 farmers was obtained from two 

communities in KwaZulu-Natal. The study employed Principal Components Analysis and 

Tobit regression. The entrepreneurial spirit indices were constructed from revealed preference-

based questions. The study found a positive relationship between the social grant and on-farm 

entrepreneurial spirit. The positive impact on rural household farming activities implies that 

the prevailing low entrepreneurial levels among farmers are not the result of social grant 

dependence but lack of opportunity and other resource constraints. However, to remain 

effective, policy should ensure that the grant money benefits (directly/indirectly) the intended 

beneficiary and their households. The other factors found to be associated with on-farm 

entrepreneurship include age of the farmer, gender, psychological capital, access to training, 

access to education, access to land, inadequate farming assets, water insecurity, extension, off-

farm income and group membership. The study also recommends the need for strategies that 

improve psychological capital and thus enhance positive on-farm entrepreneurial behaviour 

among smallholder farmers. Addressing institutional and farming constraints related to access 

to resources and services (land, credit, extension, and water) and collective action will 

positively contribute to on-farm entrepreneurship. 

 

Keywords: Social Grant Dependence; On-farm Entrepreneurial Spirit; Revealed Preference 

Approach; Behavioural Economics; Smallholder Farmers; KwaZulu-Natal 

 

  



3 
 

1. Introduction 

Entrepreneurship has been considered as an important instrument for reducing poverty among 

the rural poor in South Africa through job creation and improving competitiveness (innovation) 

(Herrington et al., 2010). This has become more critical given the rising levels of poverty, 

widening income gap and unequal access to opportunities in the country. About 15% of South 

Africa’s wealth is owned by only 0.01% of the adult population (Chatterjee et al., 2020). The 

poverty level has been on the increase with more than 50% of the country’s population, mostly 

from rural farming communities, still living in poverty (Lehohla, 2017). However, promoting 

entrepreneurship demands that economic policies and financial incentives be put in place to 

support smallholder farmers to improve their entrepreneurial behaviour (Stevens, 2017).  

Though most developing countries have instituted strategies for the commercialization of the 

smallholder sector as a way of accelerating rural transformation, success rate has been very 

slow (Díaz-Pichardo et al., 2012). Entrepreneurship as a concept, especially in Africa, has also 

received limited attention in agricultural development policies and strategies (Alsos et al., 

2011). The fields of agricultural economics and rural sociology have been slow to appreciate 

the developments in the field of entrepreneurship compared to other disciplines (Alsos et al., 

2011). Nevertheless, there is a growing literature on non-farm entrepreneurship in rural Sub-

Saharan Africa which provides lessons for understanding on-farm entrepreneurship (Nagler 

and Naudé, 2017). These studies highlight the dynamics and complexities of entrepreneurship 

among the rural poor which is mostly driven by the need to survive. Therefore, for effective 

implementation of successful entrepreneurship strategies, there is a need to build more 

understanding of the concept in the context of smallholder agriculture. 

In South Africa, agripreneurship is being promoted concurrently with government social 

protection programmes targeting disadvantaged and vulnerable segments of the population. 

One such intervention is the social grant program which provides targeted support to low-

income households. It is regarded as an important instrument for redressing inequality in South 

Africa. The programme is reported to have succeeded in improving the lives of millions of 

South Africans (Patel et al., 2013).  However, with the grant becoming the utmost source of 

income for most rural farm households, numerous anecdotal and empirical evidences show that 

poor rural households are increasingly becoming discontented with farming (Sinyolo et al., 

2017; Sinyolo et al., 2019; Chipfupa and Wale, 2020). Whilst some studies show that the grant 

has created a culture of entitlement/expectation (Bertrand et al., 2003; Sinyolo et al., 2017; 

Wale and Chipfupa, Forthcoming), others indicate that it reduces the motivation to work 

(Chipfupa and Wale, 2020). Even though the grants target individuals who qualify, in practice, 

at the household level, non-target household members also benefit due to the nature of the 

African (extended) family structure and social fabric. Ultimately, this could potentially reduce 

the incentive of the other household members to look for work or initiate entrepreneurial 

activities on the farm. However, the literature on the impact of social transfers on smallholder 

agriculture is inconclusive (Todd et al., 2010; Sinyolo et al., 2019). While some studies have 

shown that social transfers increase investment in agriculture and can also result in increased 

agricultural labour employment (Daidone et al., 2019), others have shown otherwise (Sinyolo 

et al., 2017; Sinyolo et al., 2019).  

Though there are several studies exploring the multidimensional impacts of social grants 

(Abdulai et al., 2005; Ardington et al., 2009), there is insufficient empirical research on the 

possible effects of social grants on on-farm entrepreneurial capacity of smallholders. The only 

study known to the authors that has attempted to assess the effect of social grants on 

entrepreneurship is Sinyolo et al. (2017).  However, this study only considered social grants in 

terms of whether the household receives the grant or not and the amount. The authors did not 
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capture the dynamics of who receives the grant and how much of it ends up in the farmers’ 

hands. The grant receiver1, especially in the case of the child support grant (CSG), might not 

necessarily stay at home whilst the recipient is looked after by a caregiver (usually the 

grandparents). Hence, determining how much of the grant is transmitted back to the household 

is important to understanding its contribution to the total household income.  

Secondly, unlike previous studies on on-farm entrepreneurship (Sinyolo et al., 2017; Cele and 

Wale, 2020) that used the stated preference method, prone to strategic and hypothetical biases 

(Carlsson, 2010), this study adopts the revealed preference (RP) method to assess 

entrepreneurial behaviour. While it serves as a means of cross-validating the SP results, the RP 

is based on the use of the observed behaviour of people when faced with real life circumstances 

(Bateman et al., 2002). The approach is more aligned to behavioural economics, a discipline 

that has received limited attention in on-farm entrepreneurship though emerging literature 

demonstrates its relevance and capacity to explain small-scale farmer decision making 

behaviour (Duflo et al., 2008). The RP approach was deemed appropriate for this study because 

the interpretations of entrepreneurial attributes often apply to behavioural explanations 

associated with risk-taking, confidence, and optimism (Astebro et al., 2014). Hence, 

smallholders were presented with several scenarios and were probed to consider the internal 

costs and benefits in selecting their entrepreneurial course of action. As much as possible, the 

scenarios were designed to represent real-life farming challenges to capture actual choice 

decisions or behaviour.  

The study aims to investigate the impact of social grant dependence on on-farm entrepreneurial 

spirit of smallholders. To this end, the remainder of this paper is structured as follows. The 

next section presents the conceptual framework followed by the research methodology (Section 

3) and then the results and discussion (Section 4). The final section presents the conclusions 

and recommendations based on the empirical results. 

 

2. Conceptual framework 

Figure 1 presents the conceptual framework with its dimensions and impact pathways. The 

framework integrates the sustainable livelihoods framework (SLF) and the Fogg Behaviour 

Model (FBM) to explain the entrepreneurial behaviours of smallholder farmers. Ellis (2000) 

indicates that the SLF is a widespread and enduring characterization of rural people to survive, 

reflecting the continuing poverty and vulnerability of rural livelihoods. The SLF assumes that 

individuals pursue a wide range of agricultural or other economic activities conditional on their 

endowments (human, financial, physical, natural and social capitals), vulnerability context and 

institutional environment. The livelihoods assets define the capabilities that smallholders 

possess to pursue their objectives. However, these abilities are linked in both thought and action 

by one’s psychological capital (PsyCap). PsyCap is part of the non-cognitive skills that define 

what and who smallholders can become. It encompasses four constructs, i.e., self-confidence, 

hope, optimism, and resilience, which affect people’s mindset, perceptions and behaviour 

(Luthans et al., 2015). PsyCap is closely related to theories of self-efficacy (Bandura, 1977) 

and the locus of control (beliefs on the control that one has over his/her life) (Rotter, 1966). 

The extent to which smallholders utilize social grants in agriculture and the long-term 

psychological impacts of the grant on entrepreneurial behaviour could also depend on their 

positive PsyCap endowment. Recently, the integration of smallholders’ PsyCap to empirical 

                                                           
1 Grant receiver is someone, usually an adult, who receives the grant on behalf of the grant beneficiary. The grant 

beneficiary, who could be the receiver, is the individual that the grant targets. 
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research in agricultural economics has gained some momentum (Phakathi and Wale, 2018; 

Wuepper et al., 2019; Chipfupa and Wale, 2020).  

 

  

Figure 1 The integrated SLF/FBM framework.  

Source: Adapted from DFID (1999) and Fogg (2009) 

  

The FBM is a human behaviour psychological model that identifies and defines three factors 

(motivation, ability and triggers) that control whether a positive behaviour occurs (Fogg, 2009). 

The concept is closely related to the imperatives of behavioural economics which emphasise 

that individuals do not always make rational decisions due to their cognitive and non-cognitive 

limitations (Ariely, 2008). Figure 1 has positive PsyCap endowment (motivation) and 

livelihood assets (ability) on the vertical and horizontal axis, respectively. A farmer who has 

high positive PsyCap endowment is expected to have high levels of motivation/effort and vice 

versa. There are no units on the axis because the framework works as a continuum on a scale 

of 0 to 100%, demonstrating the relationships rather than precise values for each (Fogg, 2009). 

A smallholder farmer who has high positive PsyCap and possesses more livelihood assets will 

have high positive behaviour and exert more effort to attain set goals. The diagonal arrow from 

the bottom left corner to the upper right indicates that as the smallholder’s positive PsyCap and 

livelihood assets increase, their propensity to achieve desirable livelihood outcomes also 

increases. However, most farmers value immediate rewards more than future payoffs (Samson, 

2015). This challenge, which is common among poor smallholders, is known as the ‘present-

biased preference’. It affects the smallholders’ propensity to reach the full potential of their 

entrepreneurial capacities.  
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In this study, the four dimensions of positive PsyCap are classified as the core motivators linked 

to effort and positive behaviour. These endowments enriching mindsets have proven to have 

significant impact on smallholders’ behaviour, particularly how farmers respond to 

opportunities and agricultural policy incentives (Chipfupa and Wale, 2020). If positive PsyCap 

endowment is high enough, to achieve their goals, individuals might do extraordinary things, 

even under difficult circumstances. Smallholders endowed with positive PsyCap are expected 

to exert more effort that enables them to attain relatively higher household income, ceteris 

paribus. For positive behaviour to occur, individuals require some non-zero level of 

endowment of all capital assets (Fogg, 2009). The enabling or inhibiting factors are the 

institutions, policies and programs which include the social grants program. These factors may 

enable or inhibit on-farm entrepreneurial spirit by influencing the willingness and ability of 

smallholder to take advantage of opportunities. This, in turn, affects their mindsets and positive 

PsyCap endowment. The objectives of farming also influence the strategies that farmers follow, 

and the effort exerted on each strategy. For instance, farmers may invest less on agricultural 

production or may be less profit-oriented and less-entrepreneurial, especially when farming for 

household consumption rather than farming for the market. For such farmers, record keeping 

is of little priority and no distinction is made between farming and household operations (Wale 

and Chipfupa, Forthcoming).  

 

3. The empirical research strategy 

3.1 The empirical model 

The data were analysed using Principal Components Analysis (PCA), followed by a two-limit 

Tobit regression. The PCA was used to create indices for the dependent variables designed to 

represent on-farm entrepreneurial spirit and endowment with positive PsyCap. Many studies 

in the past have estimated the two-limit Tobit regression model to deal with PCA-generated 

indices (e.g., Muchara et al., 2014; Alhusseini, 2016). This is because such variables can be 

censored (Maddala, 1983). The two-limit Tobit model was also found statistically consistent 

(i.e., appropriate over OLS regression) after performing the Jarque-Bera test for normality of 

the residuals (Jarque and Bera, 1987). Given the right- and left-censoring at minimum (𝜎min) 
and maximum (𝜎max) score, respectively, the two-limit Tobit model can be presented as: 

𝜎𝑖
∗ = 𝛽′(𝑍𝑖) + 𝜀𝑖                  1 

where 𝜎𝑖
∗ is an unobservable latent dependent variable (entrepreneurial spirit), 𝑍𝑖 is an 

observable vector of independent variables, 𝛽 is a vector of parameters to be estimated, and 𝜀𝑖 
is a vector of independently and normally distributed residuals with a common variance, 𝜃. 

Then the actual model can be represented as: 

𝜎𝑖 = 𝜎minif 𝜎𝑖
∗ ≤ 𝜎min 

    = 𝛽′(𝑍𝑖) + 𝜀𝑖 if 𝜎min≤ 𝜎𝑖
∗ ≤ 𝜎max 

    = 𝜎maxif𝜎𝑖
∗ ≥ 𝜎max               2 

With this specification, the parameters can be estimated by maximizing the following log-

likelihood function (Maddala, 1983): 
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where Ф and ∅ are the standard normal density and distribution functions, respectively. 

Furthermore, the Durbin-Wu-Hausman test was performed to test for potential endogeneity of 

dependency on social grants.  

3.2 Study area, sampling and data collection 

The study was conducted in and around two irrigation schemes (Tugela Ferry and Bululwane) 

in KwaZulu-Natal (KZN) province. Tugela Ferry Irrigation Scheme (28.7416° S, 30.4617° E) 

is located in Msinga Local Municipality while Bululwane Irrigation Scheme (27.9673° S, 

31.5027° E) is located in Nongoma Local Municipality. Both municipalities are among the 

poorest communities in the province with meagre livelihood resource endowment and limited 

economic opportunities. Hence, CSGs and old age pensions are important sources of income 

for most households. Tugela Ferry irrigation scheme covers an area of about 840 hectares while 

Bululwane irrigation scheme comprises 550 hectares of which 300 are under cultivation. Land 

in the schemes is held on a permission to use right and individual farmers are allocated plots 

between 0.1 – 1.0 hectares of land. In both schemes, farmers grow horticultural crops, mainly 

green maize, tomatoes, sweet potatoes, cabbages and spinach. Some farmers inherited the 

permission to occupy rights from their parents. However, some have obtained more plots 

through borrowing from neighbours and relatives or negotiating with the traditional authorities. 

The survey was conducted between March to April 2018, employing trained enumerators. The 

data collection instrument and procedures were approved by the Humanities and Social 

Sciences Research Ethics Committee of the University of KwaZulu-Natal (Protocol reference 

number: HSS/1191/018). Both purposive and stratified random sampling techniques were 

applied to select the respondents. The study purposively selected small-scale farmers who were 

involved in some form of crop farming. A stratified random sampling method was then used 

to select the respondents. For the purpose of stratifying, smallholder farmers were categorised 

into four types, namely, scheme irrigators (104), homestead food gardeners (32), community 

food gardeners (23) and non-irrigators (16). Within each farmer type (strata), a simple random 

sample was drawn to obtain a total sample of 175 small-scale farmers in the selected irrigation 

schemes. 

Data were collected using a pre-tested and structured questionnaire. The questionnaire was pre-

tested for two reasons: to check the validity, flow, cultural sensitivity and consistency of the 

questions and to facilitate and improve the translation of questions to the local language. For 

consistency purposes, the same questionnaire was used for all the respondents though a portion 

of the questions was specific to irrigating farmers only.  

 

3.3 Description of the explanatory variables 

Table 1 describes the variables included in the empirical model and presents their respective 

hypothesised signs. In this model, the effect of social grants was captured using five variables. 

An individual receiving the grant money on behalf of the beneficiary(ies) is a common 

phenomenon, especially in the case of child, elderly and incapacitated beneficiaries. The first 

four social grant variables (GRANT_REC1, GRANT_REC2, GRANT_PROP, and 

GRANT_YEARS) were expected to entrench “entitlement or expectation” mindset and thereby 

negatively impact on smallholder entrepreneurship. On the other hand, AGRIC_G_USE was 

expected to have a positive impact on on-farm entrepreneurial spirit because it captures 

investment in agriculture. Off-farm income (OFF_FARM_INC) included incomes received 

from remittances, arts and craft, wage employment, and small businesses. Both age and the 
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squared term of age were included in the model to test whether the age bracket matters for on-

farm entrepreneurship.  

 

Table 1. Description of independent variables and their expected signs 

Variable Description Mean SD +/- 

GRANT_REC1 Grant receiver (1 = Farmer only; 0 = otherwise) 0.32 - - 

GRANT_REC2 
Grant receiver (1 = Farmer and other household 

member(s); 0 = otherwise) 
0.5 - - 

GRANT_PROP Proportion of income from social grants 0.66 0.29 - 

GRANT_YEARS 
Number of years the household has been receiving 

social grants  
12.98 8.82 - 

AGRIC_G_USE Use of grant in farming (1 = Yes; 0 = otherwise) 0.83 - + 

AGE Farmer age (Years) 55.98 12.05 + 

AGESQUARE Square of the farmer’s age  3280 1380 - 

ADULT_EQUIV Household adult equivalence 3.83 1.6 + 

GENDER Farmer gender (1 = Male; 0 = otherwise) 0.15 - + 

MARRIED Marital status (1 = Married; 0 = otherwise) 0.53 - + 

MAIN_OCC Main occupation (1 = Farmer; 0 = otherwise) 0.97 - +  

EDUCAT Farmer education level (Years of schooling) 3.38 4.15 + 

EXTENSION Agricultural extension (1 = Yes; 0 = otherwise) 0.74 - + 

TRAINING Agricultural training (1 = Yes; 0 = otherwise) 0.69 - + 

LANDSZE Land size household has access to (Ha) 0.61 1.26 + 

SOILQUAL Perceived soil quality (1 = Good; 0 = otherwise) 0.9 - + 

FARMER_TYPE Scheme irrigator (1 = Yes; 0 = otherwise) 0.59 - + 

TLU Tropical Livestock Units (TLUs) 2.76 4.38 + 

ACC_TRACTOR Tractor services (1 = Yes; 0 = otherwise) 0.66 - + 

CREDIT Access to credit (1 = Yes; 0 = otherwise) 0.25 - + 

ASSETS Value of physical assets (Rands) 29050 166485 + 

GROUP_MEMB Membership in groups (1 = Yes; 0 = otherwise) 0.95 - + 

ON_FARM_INC Income from farm activities (Rands/year) 5845 7082 + 

OFF_FARM_INC Non-grant and non-farm income (Rands/year) 12843 38163 - 

HOPE_RESIL Psychological capital index – hope and resilience -1.12e-07 1.00 + 

CONFIDENT Psychological capital index – confidence 3.47e-07 1.00 + 

OPTIMISTIC Psychological capital index – optimism -2.84-07 1.00 + 

 

4. Empirical results and discussion 

4.1 Social grant recipients and the allocation of the funds in the household 

Table 2 shows the types of social grant support received within the sampled households. None 

of the households receive the ‘care dependency’ or ‘war veteran’s’ grant. The most common 

grant was CSG (82.9%) followed by the old pension age (50.3%) and then the disability grant 

(8.6%). The CSG was the only grant that had grant receivers (often parents) (25.0%) who do 

not live in the household where the child (beneficiary) currently resides (mostly headed by 

grandparents). The reason is that this grant is usually received by young adults (parents) who 
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later migrate to urban areas, leaving their children behind. While most smallholders (82.9%) 

reside in households with CSG beneficiaries, only 54.9% were receiving the CSG on behalf of 

their children/grandchildren. This is the grant money they had control over. The rest was being 

received by someone else in and/or outside the household. About 83% of farmers reported that 

non-resident CSG receivers remit the grant money back to the household. On average, 

R662/month was remitted back to child guardians. This represents 80.8% of the average grant 

money received. The findings clearly show that among those that remit, some retain part of the 

money. Hence, only the grant money that was sent back home was included in computing the 

household total income. 

Table 2. Main social grant recipients and average amount sent back home 

 Child support 

grant  

Old age 

pension  

Disability 

grant  

Foster child 

grant  

% households receiving 82.9 50.3 8.6 0.6 

Grant receiver     

Farmer (%) 54.9 80.5 66.7 100 

Someone else not staying at home (%) 25.0 - - - 

Someone else staying at home (%) 47.2 42.5 46.7 - 

Money sent to the household (%) 83.3 - - - 

Average amount sent per month 

(Rands) 

662 - - - 

Note: Grant receivers have multiple responses. There was a possibility of having different individuals in the same 

household receiving the grant on behalf of the children, disabled or elderly. This was common in situations where 

there was more than one beneficiary per grant category in a household. For example, 69% of households had more 

than one child receiving CSG. 

Source: Survey data (April 2018) 

 

4.2 PCA-generated indices for positive PsyCap and entrepreneurial spirit 

The PCA-derived positive PsyCap indices are reported in Table 3. The Bartlett’s test of 

Sphericity and the KMO measure of sampling adequacy indicated that the data were 

appropriate for PCA. Four PCs accounting for 65.08% of the total variation in the data were 

retained using the Kaiser criteria. The first component represents hopeful and resilient 

smallholder farmers who would continue farming despite the constraints and challenges they 

face. The second component represents confident smallholder farmers. The third component 

represents optimistic farmers who would refuse to give up their land even when compensated 

with huge sums of money. However, they typically lack resources. The fourth component 

represents optimistic smallholders who would continue farming regardless of farming 

constraints which they consider temporary. Since both the third and fourth components 

represent optimism, they were combined into a single index (optimistic farmers), employing 

the linear recombination of principal components method (Aschard et al., 2014). The three 

PsyCap indices were then used as independent variables in the regression model. 

 

 

 

 

 



10 
 

Table 3. Positive psychological capital dimensions for smallholders  

Variables Principal components 

  PC1 PC2 PC3 PC4 

Hope     

Hoping to address market access challenges, have you searched for 

information on marketing strategies and understanding how market 

prices are decided  
0.641 0.296 -0.049 -0.359 

Given the current farming constraints, do you believe that   there is a 

potential to turn things around  
0.792 -0.242 -0.142 0.048 

 

Resilience 
    

You will seek to raise money to buy effective pesticides or pest 

resistant crops in the next season if affected by pests  
0.604 0.169 0.33 0.111 

The farmer could contribute to a community project that will drill 

water or build a dam in response to drought  
0.185 0.397 -0.539 0.068 

 

Self-confidence 
    

You believe that you are most likely to be nominated by others as a 

leader in the community  
0.24 0.736 -0.064 -0.076 

You would oppose ideas raised by leaders in a meeting if they are 

not aligned with your beliefs  
-0.201 0.769 0.092 0.072 

 

Optimism 
    

When faced with poor yields, struggling to meet basic needs, you 

would continue farming and see the constraints as temporary  
0.003 0.034 -0.055 0.957 

If the government introduces a new land consolidation programme, 

you are most likely to refuse the compensation and keep your land 
0.113 0.13 0.815 -0.021 

Eigen value 1.76 1.32 1.12 1.01 

% of variance 21.95 16.49 13.97 12.67 

Cumulative % of variance 21.95 38.44 52.41 65.08 

Note: Only component loadings greater than |0.4| are included in the interpretation; KMO = 0.52 and Bartlett’s 

Test of Sphericity Chi-square = 96.58, p-value = 0.000 

 

Source: Survey data (April 2018) 

 

The PCA-derived on-farm entrepreneurial indices are reported in Table 4. The variables were 

obtained from a set of scenario-based questions meant to measure entrepreneurial traits (see 

Table 4). The four PCs with eigenvalues > 1 were retained. The first component (PCE1) has 

relatively high positive loadings on three entrepreneurship characteristics (proactive-ness, 

embracing change and vision). It represents smallholders with extrinsic motivation, i.e., those 

driven by their circumstances and the need to avoid undesirable outcomes rather than the 

motivation to be successful (Datu et al., 2018). In this study, farmers’ proactive behaviour was 

measured by their commitment to working longer hours than usual including weekends and 

their willingness to hire someone to make sure that work is completed as planned. The second 

component (PCE2) has positive loadings on four entrepreneurship characteristics and represents 

farmers who are innovative, independent, problem-solving and with a vision for the future of 

their lives. The third component (PCE3) represents farmers who are competitive but find it 

difficult to exploit farming business opportunities maybe due to lack of resources. The fourth 

component (PCE4) represents farmers who are risk-taking.     
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Table 4. Dimensions of smallholder entrepreneurial spirit  

Variables Principal components 

PCE1- Proactive  PCE2 – 

Innovative 

PCE3- 

Competitive 

PCE4- Risk 

taking   

Risk taking -0.197 0.034 -0.083 0.837 

Seizing opportunities -0.046 -0.005 -0.654 0.302 

Problem solving 0.056 0.481 0.377 0.033 

Proactive 0.787 0.060 -0.098 -0.192 

Independent -0.216 0.670 0.051 -0.077 

Innovative 0.059 0.785 -0.177 0.066 

Competitive 0.115 0.008 0.760 0.159 

Embracing change 0.568 -0.090 0.208 0.360 

Internal locus of control -0.606 0.105 -0.153 0.194 

Vision 0.426 0.433 0.285 0.309 

Eigen value 1.92 1.56 1.06 1.03 

% of variance 19.23 15.61 10.63 10.34 

Cumulative % of variance 19.23 34.84 45.46 55.81 

Note: Only component loadings greater than |0.4| are included in the interpretation; KMO = 0.60 and Bartlett’s 

Test of Sphericity Chi-square = 126.24, p-value = 0.000 

 

Source: Survey data (April 2018)  

4.3 Impact of social grant dependence on on-farm entrepreneurial spirit 

On-farm entrepreneurial spirit indices generated using PCA are used as dependent variables in 

the estimation (see Table 5). To check the validity of the Tobit model, post-estimation 

diagnostic tests were conducted. Levene’s statistically significant F-values indicate that the 

Tobit model fits the data well. Multicollinearity was not a problem since the Variance Inflation 

Factors (VIFs) had an average of 1.74, well below the threshold. The models were also 

estimated with robust standard errors to correct for heteroskedasticity. The Jarque-Bera test for 

normality of the residuals was also performed and was statistically significant for the 1st and 

4th models (Proactive: ρ = 9.9e-18 and Risk-taking: ρ = 7.3e-04). Though the tests for the two 

other models were insignificant, the graphical presentation of the data exhibited censoring. The 

Durbin-Wu-Hausman test results (ρ = 0.77, ρ = 0.20, ρ = 0.62, and ρ = 0.57) found no evidence 

of endogeneity for social grant dependence at 10% significance level. 

Proactive 

None of the five social grant indicators were significant. This means social grant has no effect 

on farmers’ proactive personality which appears to depend on other socio-economic 

characteristics of farm households. The results showed that the estimated coefficient of marital 

status was significant at 10% and negatively related to proactive-ness. Married farmers were 

found to be less proactive in their entrepreneurial intentions and activities than single or 

divorced farmers. In the selected study areas, most smallholders were married women. Due to 

family responsibilities, they are not able to take riskier and innovative decisions with 

unpredictable outcomes. They have little or no power to change land allocation between food 

and non-food cash crops as husbands take most farm-related decisions (Kiriti and Tisdell, 

2003). The results also showed that smallholders who have had training were more proactive 

compared to those without access. The possible explanation is that relevant training enhances 
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their entrepreneurship skills (Sinyolo et al., 2017). This is consistent with previous literature 

(Díaz-Pichardo et al., 2012) which has shown the importance of access to relevant agricultural 

training. However, most smallholders in KZN question the relevance of most of the training 

that they received (Wale and Chipfupa, 2018). 

Land size was positively related with proactive-ness. This is in line with previous studies (e.g., 

Singh, 2013; Sinyolo et al., 2017). The possible reason is that farmers with bigger land sizes 

work longer hours than those with smaller farms, indicating a positive entrepreneurial 

behaviour. Moreover, they are more dependent on farming – an incentive to put more effort on 

it. The results also showed that smallholders who perceived their soils to be of good quality 

were found to be more proactive. Good soil quality implies less need for fertiliser and better 

prospect for yield. Thus, farmers with good quality soils expect better return from agriculture 

which enhances their incentives to work long hours.  

Contrary to expectations, scheme irrigators were found to be less proactive compared to other 

farmer typologies. The poverty of proactive personality among scheme irrigators may be the 

result of poor performance of smallholder irrigation schemes for various reasons (Wale and 

Chipfupa, 2018). Many scheme irrigators who operate bigger plots have reported that limited 

access to water reduces their productivity and hinders entrepreneurship. Smallholder farmers 

with access to tractor services were found to be more proactive. The results also showed that 

more hopeful and resilient smallholders were more proactive, suggesting that PsyCap is an 

important factor. This is in line with previous literature (e.g., Hur et al., 2016). Given the 

prevailing constraints they face, hopeful and resilient smallholders take challenges as 

manageable and perceive setbacks as opportunities that, in due course, may lead to success 

(Luthans et al., 2015).  
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Table 5. The impact of social grant dependence on on-farm entrepreneurial spirit: Tobit model results 

Variables PROACTIVE INNOVATIVE COMPETITIVE RISK_TAKING 

Coef. Rob Std. Err. Coef. Rob Std. Err. Coef. Rob Std. Err. Coef. Rob Std. Err. 

GRANT_REC1   0.024 0.212 -0.260 0.234  -0.149 0.225  0.305 0.230 

GRANT_REC2   0.138 0.199 -0.054 0.231  -0.099 0.204  0.315 0.202 

GRANT_PROP   0.189 0.423  0.469 0.524      0.931* 0.502  0.451 0.396 

GRANT_YEARS  -0.004 0.008        0.031*** 0.012  -0.003 0.011      0.022**   0.010 

AGRIC_G_USE  -0.242 0.181  0.362 0.254  -0.033 0.208           -0.276 0.255 

AGE   0.021 0.037    0.076* 0.045   0.009 0.038  0.028 0.044 

AGE_SQUARE   0.000 0.000   -0.001* 0.000   0.000 0.000  0.000 0.000 

ADULT_EQUIV -0.014 0.042  0.013 0.050  -0.004 0.048           -0.006 0.040 

GENDER -0.278 0.190 -0.043 0.237   0.166 0.211  0.161 0.204 

MARRIED   -0.254* 0.139  0.212 0.156   0.161 0.160  0.033 0.138 

MAIN_OCC  0.304 0.387  0.487 0.456     0.664* 0.353           -0.082 0.408 

EDUCAT  0.022 0.018    0.040* 0.020   0.013 0.019  0.024 0.019 

EXTENSION  0.312 0.192 -0.054 0.245       0.452** 0.187 -0.347 0.224 

TRAINING        0.639***   0.182  0.247 0.228  -0.094 0.180  0.155 0.195 

LANDSZE     0.070** 0.035 -0.055 0.053      -0.082** 0.039 -0.050 0.034 

SOILQUAL     0.714** 0.329 -0.354 0.254   0.219 0.241  0.007 0.220 

FARMER_TYPE      -0.641*** 0.202  0.244 0.227   0.305 0.200        0.621***   0.168 

TLU 0.002 0.016 -0.009 0.021  -0.001 0.015    0.033*     0.018 

ACC_TRACTOR      0.684***   0.201 -0.280 0.206  -0.007 0.201  0.010 0.152 

CREDIT           0.016 0.157  0.154 0.170   0.015 0.179  0.052 0.183 

ASSETS          -0.063 0.046  0.026 0.053     0.108* 0.063  0.040 0.049 

GROUP_MEMB          -0.122 0.280  0.064 0.358  -0.003 0.301        0.986*** 0.232 

ON_FARM_INC          -0.007 0.027 -0.023 0.029  0.022 0.029           -0.039 0.026 

OFF_FARM_INC          -0.001 0.020  0.024 0.022    0.039* 0.023  0.020 0.017 

HOPE_RESIL      0.252***   0.075  0.063 0.076          0.2754*** 0.079  0.023 0.094 

CONFIDENT           0.046 0.068        0.239*** 0.088 -0.112 0.072  0.064 0.069 

OPTIMIST           0.048 0.072      0.142** 0.065 -0.132 0.080 -0.114 0.080 

_cons         -1.366 1.234    -3.003** 1.434     -3.195** 1.381     -2.509**   1.235 

/sigma          0.629 0.084  0.789 0.084  0.705 0.067 0.682 0.096 

Levene’s Test F= 3.74***  F= 3.18***   F= 3.91***  F= 2.97***  

Pseudo R2 0.18  0.09  0.12  0.10  

Uncensored observations 163  164  163  163  

Left censored observations 1 (Min ≤ -3.71)  1 (Min ≤ -2.14)  1 (Min ≤ -2.11)  1 (Min ≤ -2.10)  

Right censored observations 1 (Max ≥ 1.48)  0 (Max ≥ 2.28)  1 (Max ≥ 2.22)  1 (Max ≥ 2.83)  

Multicollinearity Test Mean VIF = 1.74 

Durbin-Wu-Hausman test F = 0.08, p = 0.77  F = 1.67, p = 0.20  F = 0.24, p = 0.62  F = 0.32, p = 0.57  

Log pseudolikelihood -195.37 -214.87 -205.49 -202.89 

Note: ***, ** and * indicate the level of significance at 1%, 5% and 10%, respectively.   

Source: Survey data (April 2018)  
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Innovative  

The results showed that the number of years the farmer has been receiving social grants was 

positive and significantly related with innovativeness. Smallholders who have been receiving 

grants for many years could have made some savings to finance inputs and address the 

challenges of declining farm incomes. The empirical results on this issue are of mixed nature. 

While Todd et al. (2010) and Daidone et al. (2019) found that social transfers can lead to growth 

in farm investment, Wale et al. (2021) and Sinyolo et al. (2017) reported results of opposite 

nature. The second set of studies did not consider the possibility of the grant money being 

received by someone living outside the farm household. In the case of the CSG, the mother of 

the child, who might not stay at home, receives the grant on behalf of the child. Thus, the 

availability of grant money to be spent on the farm would depend on how much is remitted 

home. There are no studies which considered the residence of grant recipients and remitting of 

grant money. This is one of the novel aspects of this study. 

 

There is a significant and positive relationship between the age of farmers and innovativeness. 

Innovation in smallholder farming is associated with acquiring indigenous knowledge and 

experiential learning (Wale and Chipfupa, Forthcoming). The findings appear to contradict 

those from several past studies (e.g., Rudmann, 2008) which indicate that younger farmers are 

more flexible, ambitious and open to new ideas than older farmers. However, the significant 

and negative coefficient of the square of age shows a non-linear relationship between the age 

of the farmer and innovation. This means our model predicts that innovativeness will increase 

with age until a certain point beyond which smallholders start being less creative and unwilling 

to explore new ideas or technologies. At that age, they are less ambitious about the future and 

less willing to take risk with new technologies or approaches. The exponential relationship 

between age and innovation demonstrates that the findings do not contradict but are consistent 

with earlier studies. This is also in line with findings from Radicic et al. (2017).   

 

Entrepreneurial innovation was also found to be positively influenced by smallholders’ level 

of education. This is in line with previous studies (Díaz-Pichardo et al., 2012; Singh, 2013). 

Two PsyCap variables, i.e., self-confidence and optimism, were also positively and 

significantly affecting a farmer’s level of innovativeness. Such non-cognitive endowments 

enable farmers to exert innovative efforts to fruitfully accomplish their goals which is 

consistent with findings from Yaseen et al. (2018).  

 

Competitive 

The results suggest that the proportion of income from social grants has a significant and 

positive effect on smallholders’ competitiveness. These results provide further support to the 

finding that social transfers enhance the ability of rural households to invest in agriculture 

(Todd et al., 2010; Daidone et al., 2019). FAO (2014) also reports that social grants improve 

the engagement of beneficiary households in farming activities. However, since 

“AGRIC_G_USE” is insignificant in all the models, households do not directly use social 

grants money for their farming activities. Rather, the grant enables the household to use other 

income on the farm. Many studies provide support to this evidence (Azeem et al., 2019; 

Daidone et al., 2019). Non-farm income also positively affects competitiveness, i.e., income 

from non-farm and off-farm sources is invested on the farm. The research team has witnessed 

many entrepreneurial farmers who owned some small-scale non-farm businesses. 

The results also suggest that full-time farmers were more competitive and hence 

entrepreneurial than part-time farmers.  Full-time farmers devote more time to farming and are 
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usually available to attend training and other workshops where they share farming knowledge 

and experiences. Therefore, they tend to consider their farms as businesses and are more 

committed. Similarly, smallholders with access to extension services were more competitive. 

According to Sinyolo et al. (2017), farmers who receive advisory and support services are more 

competitive.  

Contrary to expectation, a bigger land size was associated with decreasing competitiveness. 

This might be because smallholders with larger land areas incur higher production costs than 

those with smaller areas (Poulton et al., 2010) which is in line with poor but efficient small 

farms thesis (Schultz, 1964). Those smallholders managing larger pieces of fragmented land 

spread their time and inputs more thinly. Thus, managing more land may entail diseconomies 

of scale and hinder farmers from being competitive. Asset ownership was also positive and 

significantly related with competitiveness. The finding is in line with (Boughton et al., 2007). 

Assets enable farmers to participate more in input and output markets. They also facilitate 

access to information and communication technologies which enhances their competitiveness 

in both production and marketing. The results also show that hopeful and resilient farmers were 

more competitive. Despite the prevailing constraints, such farmers can still bounce back and 

strive to be competitive.      

Risk taking 

Contrary to expectations, the number of years households have been receiving social grants 

had a positive impact on their capacity to take risks. Social grants guarantee smallholders’ 

monthly income and relax financial constraints. Overtime such farmers grow their assets and 

strengthen their financial position. Thus, they become less risk averse and more willing to take 

calculated risks related to their on-farm entrepreneurial intentions. This is against suggestions 

from studies (such as Khosa and Kaseke, 2017) that the social grants programme does not have 

a graduation phase for those whose situation would have improved. Scheme irrigators were 

willing to take more risk compared to other farmer typologies. This could be due to the capacity 

of irrigation to reduce risk, active involvement of extension officers in small-scale irrigation 

schemes and the fact that the farmers in the schemes are organized into cooperatives. Despite 

the poverty of extension services prevalent in KZN and South Africa at large (Wale and 

Chipfupa, 2018), the impact of agricultural extension was positive for those who had access to 

extension services. Effective use of extension officers is the key in motivating on-farm 

entrepreneurship among smallholders (Kahan, 2013).  

The relationship between the total livestock unit and risk taking was positive and significant. 

This is consistent with Sinyolo et al. (2017) who reported that smallholders better endowed 

with livestock are better equipped to take more risk because livestock can easily be converted 

to cash. The results also show that group membership enhances smallholder risk propensity. 

This is because the risk faced by members of collective action institutions is spread across 

many individuals. Social capital also enhances the household’s capacity and willingness to 

absorb risk (Wossen et al., 2015).  

5. Conclusions and policy implications  

This paper has empirically investigated the impact of social grant dependence on the on-farm 

entrepreneurial spirit of smallholders. Contrary to many studies in South Africa, the study 

found a positive association between the social grant programme and on-farm 

entrepreneurship. At least one indicator for social grants was significant in three of the four 

models. Estimating the proportion of the grant that eventually reaches the household made it 

possible to evaluate the actual impact of the grant on household farming activities. This has 
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been the major limitation of studies in the past. Although the descriptive statistics suggest that 

households do not directly use the grant money for agricultural purposes, the model estimates 

suggest an indirect relationship. Social grants help to ease on-farm financial constraints, use 

non-grant incomes on the farm, and improve access to inputs and other services. This means 

social grants can have a wide range of effects that extend far beyond programme objectives. 

Their positive impact on rural household farming activities implies that the prevailing low 

entrepreneurial levels among farmers are not the result of social grant dependence. This finding 

is critical for the on-going policy discussions in South Africa, focusing on the long-term 

relevance and benefits of the social grants programme. Going forward, to continue to have a 

positive effect on farm entrepreneurship, there is a need to ensure that the grant money 

directly/indirectly benefits the intended beneficiary and their household. 

The study reiterates the significance of smallholders’ non-cognitive abilities in their 

entrepreneurial behaviour. The findings show that endowment in PsyCap is positively related 

to on-farm entrepreneurship. Changing smallholders’ mind-set and improving their PsyCap 

endowment enhances the transformation of the smallholder agricultural sector. More focus in 

the future should be given on how it can be integrated in agricultural farming systems research 

and programming. Similarly, improving smallholders’ education will have a positive impact 

on entrepreneurship. There are other institutional and service constraints (e.g., access to land, 

inadequate farming assets, water insecurity and extension) which hinder smallholder 

entrepreneurial spirit. Addressing these constraints and improving institutional support will 

positively contribute to on-farm entrepreneurship. Regarding extension, there is a need to shift 

from the current top-down models of farmer support to a process of creating partnerships with 

farmers so that smallholders, extension officers and other stakeholders collectively participate 

in addressing farming constraints. 

The findings also suggest that group organization is a solution to reduce the risk faced by 

smallholders in their on-farm entrepreneurial activities. Responsible authorities should ensure 

that smallholders are part of well-functioning informal collective organisations. Such 

organizations should be supported so that they can effectively deliver on their mandate. Given 

the possible misuse of the grant money, policy makers should assess the possibility of 

introducing a voucher system and its implications. Further research can also investigate the 

impact of the CSG on the entrepreneurial activities of the rural youth and their propensity to 

participate in smallholder farming. Moreover, future studies examining the socio-economic 

impacts of social grant should use the relative contribution (or proportion) of social grant, not 

absolute amount. 
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