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The Entrepreneur as a catalyst for economic activity
Entrepreneurship is a key driver to our economy. Entrepreneurs are highly valued as contributors to the economic and social growth of a country. Entrepreneurs in South Africa are seen as primary creators and drivers of new businesses. They play a vital role in the survival and growth of any emerging economy. 
Entrepreneurship becomes the critical solution to low economic growth, the high unemployment rate and the unsatisfactory levels of poverty. While the relationship between entrepreneurship and economic growth is multifaceted and complex, entrepreneurial capability is a necessary ingredient in a country’s capacity to sustain economic growth. It is accepted that a well-functioning small business sector contributes to the economic and social growth of a country.  
Defining entrepreneurs within the entrepreneurial process:
· Potential entrepreneurs (pre-nascent)
Individuals engaged in the process of evaluating opportunities before making an exploitation goal decision.
· Intentional entrepreneur (nascent)
An individual who intends to pursue a business opportunity within the next three years.
· Start-up entrepreneurs (early-stage)
A potential, then nascent entrepreneur becomes a start-up entrepreneur once he/she commences operations within the new business venture.
· Established entrepreneurs
Operates an established business that is older than 3 and a half years. 
Entrepreneurship at various levels of entrepreneurial sophistication
· Basic survivalist:
Have no economic independence and little involvement with other entrepreneurs within their social network. (Individualism). Entrepreneurial activities: Isolated from markets, unaware of their own potential, low literacy level, few income-generating activities. 
Ex. A basic survivalist selling a product is a person making something out of wire and trying to sell it on a street corner to anyone who drives or walks past. 
A basic survivalist selling a service would be a person standing on a street corner and holding a sign stating that he will wash cars in exchange for R20. 
· Pre-entrepreneurs:
Pre-entrepreneurs follow the group’s initiative (collectivism).
Entrepreneurial activities: Welfare-oriented approach, not expected to be self-sustaining, training needed in entrepreneurial competency.
Ex. A pre-entrepreneur selling a product would be someone selling crafts at the side of the road with 10 other pre-entrepreneurs selling exactly the same products at exactly the same prices.
A pre-entrepreneur selling a service would be someone dancing and singing at a train station in exchange for money with several other pre-entrepreneurs doing exactly the same thing.
· Subsistence entrepreneurs:
Subsistence entrepreneurs are self-employed, and generate income independently through a temporary market stall or stand.
Entrepreneurial activities: Inexperienced in business management and still in need general support and training in technical and management skills.
Ex. A subsistence entrepreneur selling a product would be a street vendor selling fruit and vegetables at a stall. A subsistence entrepreneur selling a service would be someone who cleans and shines customers’ shoes in exchange for R30 in the departure hall of an airport. 
· Micro-entrepreneurs:
Micro-entrepreneurs have zero to nine employees, an operating license from a local authority, and a fixed workshop. 
Entrepreneurial activities: Difficulty in obtaining a loan from a bank; assistance projects focus on credit rather than training and technical assistance. 
Ex. A micro-entrepreneur selling a product would be someone who runs a home-based business and sells hand-made furniture from his or her dwelling. A micro-entrepreneur selling a service would be someone who runs a guesthouse from his or her dwelling.
· Small-scale entrepreneurs:
Small-scale entrepreneurs have 10 – 49 employees. 
Entrepreneurial activities: Qualifies for a loan from a bank; well-educated; has educated collateral to apply for a loan.
Ex. A small-scale entrepreneur selling a product would be someone who operates a pizza takeaway restaurant from a permanent location. A small-scale entrepreneur selling a service would be someone who operates a small accounting or law firm from rented office space.

The background and characteristics of entrepreneurs
The background of entrepreneurs:
1. Childhood family environment 
Entrepreneurs have at least one parent who also was (or still is) an entrepreneur. Entrepreneurship is best learnt through experience.
2. Education
Education is seen as one of the most significant barriers to entrepreneurial activity. General basic education is poor for a large proportion of the population. Higher levels of education are associated with significantly higher levels of entrepreneurial activity. 
3. Personal  values
Research continues to indicate certain desirable values that nourish entrepreneurship. 
These include individuality, leadership quality, ambition, opportunity focus, honesty and ethical behavior.
4. Age
Entrepreneurs are in the age groups of 25-34 and 35-44, indicating that people start businesses from a young age.
5. Work experience
Entrepreneurs who are most likely to succeed are those who have gone on to do training after school, and have work experience. They have therefore seen entrepreneurial opportunities from an employment base.
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· Passion
Entrepreneurs should start a business for which they have a passion. If they pursue a business activity that they find interesting and fascinating, they are much likely to succeed.
· Locus of control
Individuals like to be in charge of their own lives, and in one way of ensuring this is by being in control of their own venture and business activities. They have good delegating skill, a high degree of autonomy and do not want to be told what to do.
· Need for independence
An entrepreneur is generally the type of person who needs to do things in his or her own way and has a difficult time working for someone else. 
· Need for achievement
The need for achievement is closely linked to the entrepreneurial motivation to excel. McClelland states that entrepreneurs have a great need for achievement when compared with other individuals who are not entrepreneurially inclined. 
· Risk taking and uncertainty
Risk taking involves much more than just financial resources that will be lost when the venture fails; it can also include social and personal risks (valuable time).
· Creativity and innovation
Creativity can involve the adjustment or refinement of existing procedures or products, the identification of opportunities, and the identification of solutions to problems. It involves new problems. Any application of new ideas is based on innovation. Creativity and innovation are sources of creating a competitive advantage.  They are seen as the key ingredient to establish a niche market and to determine an organisations competitive edge.
· Leadership
To be comfortable with people and have good personal interactions, to confront problems, to be amenable to differences in opinion, to trust people and to give recognition where it is deserved is behavior that is linked to leadership.
· Good human relations
Successful entrepreneurs are team builders and let people feel worthy by giving them responsibility and credit for what they have achieved. They know how to work with people and motivate them, and how to build a comprehensive network of contacts which they know will possibly be useful in the future. 
· Positive attitude
Entrepreneurs who have a positive attitude towards their business will ensure that people will feel positive towards them and will enjoy doing business with them. Self-confidence forms the basis for a positive attitude and approach, just like perseverance. 
· Determination and persistence
Perseverance in the enterprise in linked to the positive approach of entrepreneurs to their enterprise.  Such entrepreneurs believe in their business despite setbacks, and are prepared to persevere in their efforts to ensure success. 
· Persistent problem solving
Entrepreneurs are known for finding themselves in difficult situations and adapting within them. Entrepreneurs often have creative ways of solving problems and turning them into viable opportunities.
· Commitment
The characteristics and success factor “commitment to business” refers to the willingness of entrepreneurs to commit their personal resources to the business. It is an indication of the level of confidence that they have in their business. 
Role models and support systems
Types of network systems:
· Social networks: Communication / exchange of information (exchange business cards at a social (golf course))
· Personal networks: Entrepreneur has day-to-day direct contact (customers)
· Extended networks: Focused on a network of organisations rather than an individual.
· Other networks: The internet, Suppliers, Investors, Bankers, Lawyers, etc.
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Necessity-driven entrepreneurs: Entrepreneurs who have few or no other income generation or employment opportunities, and thus become entrepreneurs to sustain their livelihood by necessity than choice.
Opportunity-driven entrepreneurs: Entrepreneurs who pursue a perceived market opportunity and choose to start their own business, despite having the option of generating an income through employment elsewhere at the time of starting a business. 
Push and Pull factors
Push factors are characterised by personal or external factors and often have negative connotations. Entrepreneurs who experience push motivations are less successful (financially). 
-Push factors are those that encourage entrepreneurship due to traditional jobs being less attractive because an individual does not have any other career choice or option. They are necessity driven. They include the following:
· Unemployment.
· Job frustration.
· Job insecurity.
· Disagreement with management, career limitations and setbacks in a conventional job.
· Not fitting in with the organisation, or the inability to pursue personal innovation in a conventional job.
· Retrenchment.
· The limitations of financial rewards from conventional jobs.
· Marriage break break-up or divorce, where a person needs additional income.
· Having no other alternatives.
Pull factors are opportunity driven. They are factors that encourage people in conventional jobs to become entrepreneurs due to an opportunity that they spotted in the market. They include the following: 
· Independence-the freedom to work for one-self.
· Achievement- a sense of acknowledgement gained from managing one’s own venture.
· Recognition –a desire to gain the social standing achieved by entrepreneurs.
· Personal development- the freedom to pursue personal innovation.
· Personal wealth- the financial rewards of entrepreneurship.
· Opportunity identification – in the marketplace or that leads to a different lifestyle for the entrepreneur.
Challenges facing entrepreneurs and SMMEs in South Africa
In South Africa an unacceptable and disappointingly high number of small and micro enterprises fail during the first few years of operation. 
1. Lack of start-up and expansion finance
Access to appropriate finance is a major constraint on the successful development of SMMEs in South Africa. Too many creative ideas are not developed into viable new ventures due to the lack of finance. Over the past few years the government, through the Department of Trade and Industry and Khula Enterprise Finance, has designed and put in place incentives, subsidies, and schemes that have improved SMMEs access to finance. However, a significant number of SMMEs are still not able to access affordable start-up and expansion finance, the reasons for which include the following:
· Risk aversion of the banking sector towards SMMEs. SMMEs are traditionally seen as “high-risk” borrowers. The high number of SMME business failures exacerbates this view.
· A decline in strong alternative financial in institutions. A large percentage of micro finance institutions (MFIs) have gone under. Very few MFIs are actively providing finance to SMMEs.
· Inadequate funding proposals and business plans. Although financial institutions are willing to finance SMMEs, the business proposals submitted by them are not researched and presented properly. If entrepreneurs have adequate business plans and collateral and they are still denied finance from financial institutions, they have the right to know why their loan applications were rejected. 
The above challenges could be overcome by the following:
· Business success. The business success and profitability of SMMEs need to be improved. 
· Financial products. Financial institutions and MFIs should provide SMMEs with appropriate financial products. 
· Training. SMMEs need to be trained and coached in conducting research on and presenting funding proposals, feasibility studies and business plans. They will be able to achieve this by accessing effective business development services.
· Financial guidance. Financial institutions must provide guidance and direction to SMMEs that have been denied finance, and also give them viable reasons why their loans were rejected. 

2. Access to markets and gaining market credibility 
SMMEs do not give enough priority to marketing in their overall business approach. Most do not segment their markets, analyse customer demand, and know competitors or trends. Many entrepreneurs especially previously disadvantaged tend to hope that success can be achieved by following what others are doing.
The above constraints may be addressed by the following:
•Marketing training: SMMEs need to be provided with effective marketing training. It is imperative to constantly upgrade marketing appeal and competencies. 
•Commitment to marketing: SMME entrepreneurs need to appreciate that to be successful, demonstrate an early awareness of and commitment to marketing. 
•Commitment to the market: SMMEs need to place the needs of the market at the forefront of their business concerns. This will lead to the necessary attitude and behaviour for developing superior value. 
•Market-orientated products: SMMEs should focus their efforts on supplying only those products and services which are demanded by the market. 
•Networking: Business Development Service agencies (BDS agencies) should assist SMMEs to gain access to markets by facilitating vertical and horizontal (networking) business linkages.
3. Access to appropriate technology 
The use of appropriate technology is one of the most important factors behind a successful SMME’s competitive advantage. Successful SMMEs constantly upgrade operational and production equipment and techniques.
The use of up-to-date and new technology leads to:
•	Better and more competitive products and services
•	Improved efficiency
•	Reduce operational and production costs
•	Improved quality of products and services

4. Access to human resources (managing people).
Human resources are widely acknowledged as being the ‘most precious asset’ of a business. Issues involved in human resource management include addressing the skills, attitudes and expectations of employees and those of the entrepreneurs themselves.
Entrepreneurs, as the drivers of their businesses, need to address the attitudes and expectations of their employees. They can do this by:
· Building team spirit among the employees
· Nurturing life-long learning in themselves and their employees
· Ensuring that their employees regard meeting customers’ needs as their responsibility. 
· Initiating an intrapreneurial climate within the organization to allow employees more freedom of choice.
· Being role models for their employees.
· Practicing a code of ethics to ensure an ethical foundation in the business.
· Leading and exerting authority while also learning to delegate and empower
· Being prepared to spend the time required on people issues and to make difficult people decisions. 



Women and emerging entrepreneurs

A successful woman entrepreneur is defined as follows: 
· She has been in business for longer than two years
· Operates an enterprise with more than five employees and fewer than 30
· Makes a profit
· Has expanded in terms of infrastructure and growth
Types of women entrepreneurs: 
· Traditional women business owners are highly committed to entrepreneurial ideas, as well as to conventional gender roles. They are motivated to start a business due to economic pressure at home, which contributes to the push factor in the economy. Their primary concern is to maintain profits by keeping overheads, wages and costs low. 
· Innovative women business owners are highly committed to entrepreneurial ideas but not to traditional gender roles. They start their business because of limited career prospects in large organizations, they are ambitious and their business has high priority. 
· Domestic women business owners are not committed to entrepreneurial ideas but have a high attachment to traditional gender roles. They usually give up work to have children. Their motives are self-fulfillment, the exercises of creative skills and a search for personal autonomy. Most of their businesses are run from the home and are often geared to the low-volume production of high-quality goods and services.
· Radical women business owners have little commitment to entrepreneurial ideas or to traditional gender roles, and cannot be seen as entrepreneurial venture seekers. They are usually young, without children and well educated, but have limited work experience. 
Barriers facing women entrepreneurs
Starting and operating a business involves considerable risks and effort for entrepreneurs, particularly in view of the high failure rate. Perhaps the risk is even greater for a woman entrepreneur, who has to contend not only with the problems associated with operating in a traditionally male-dominated area, but also with the lack of education and training in this specific field. Among these barriers are the following:
· Limited access to financial resources
· Lack of support structures
· Difficulties in balancing business and family responsibilities
· Negative prevailing sociocultural attitudes
· Gender discrimination and bias
· Lack of training and education
· Personal difficulties
Women often also suffer from low credibility when dealing with various stakeholders associated with their firms, such as suppliers, bankers or customers. Significant barriers challenging women entrepreneurs in SA are the following:
· Financial barriers
· Labour legislation
· Development opportunities
· Cultural and societal values
· Education and training
· Family responsibility 
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	CHARACTERISTIC
	MALE ENTREPRENEURS
	FEMALE ENTREPRENEURS

	Starting a business
	Have set the foundation in business environment for women to follow
	Lots of women are still unaware that they can conduct business activities on their own

	Type of business started
	Manufacturing or construction
	Service related eg. Guest house, coffee shop etc.

	Relationship building
	Short-term orientated.  Search for the best way to get the job or deal done
	Build strong relationships with service providers eg. Lenders such as bankers

	Access to finance
	Can be a barrier if the male entrepreneur do not have adequate collateral
	Discrimination when applying for finance
Must take husband or male member along when applying for financial assistance

	Support groups
	Friends, professional acquaintances, colleges, business partners and spouse
	Spouse, network group or association



Success factors for women entrepreneurs
Women entrepreneurs have success factors which motivate them to continue with their business ventures. The following success factors can be identified:
· Profitability Owing to the fact that women could not be financially independent previously, most of them want make their own money and start a business that is profitable.
· Social recognition. To have increased self-confidence, to contribute to society at large, to be recognized for their achievements and to be recognized as equals with their male counterparts are relevant as success factors for women entrepreneurs.
· Customer and employee satisfaction. Women entrepreneurs who succeed strive to please customers through quality production and/or service and to have customers who are completely satisfied. They encourage employees who can help with decision making, and who are happy with their jobs. 
· Diversification. This can take several forms, including new related products or services to existing customers; new markets for existing products or services; and new products or service for new markets. Diversity is ranked high by women entrepreneurs who strive to create innovative products and services.
· Flexibility. Being more flexible allows women entrepreneurs to use their time to see to their businesses as well as to involve themselves in other activities. Success through flexibility affords them more time for personal obligations and family for networking and leisure. 
· Personal freedom. Women entrepreneurs strongly agree that personal freedom allows them to develop more skills and knowledge, and to network and gain government and other tenders.
· Security. Success is regarded as secure employment with a steady income. Success factors are perceived as being financially independent, earning a high income, wealth, and autonomy as a business owner. 
New labels for entrepreneurship
· Emerging entrepreneurs: refers to previously disadvantaged groups
· Survivalist and micro entrepreneurs: Petty traders in the informal sector (such as shoeshine boys)
· Opportunity and necessity entrepreneurs: Motivational drivers been seen as choice (Pull factors – opportunity seekers) or necessity driven (Push factors)
· Youth entrepreneurs: Some schools provide students with entrepreneurship as a subject choice, 
· Technology entrepreneurs: Entrepreneurs who take advantage of new scientific developments, especially in the areas of information technology, biotechnology and engineering science and offering their benefits to the world. 
Four types within the context:
1. Incremental ventures: starting and managing business ventures with medium innovativeness.
2. Innovative venture: strong innovation-based business venturing.
3. Imitative venture:  identification and imitation of a novel business venture
4. Rent-seeking venture: starting and managing a business that applies standards, regulations and legislation to share in some of the value of an existing enterprise.
· Social entrepreneurs: Individuals with innovative solutions to society’s most pressing social problems. 
· Tourism entrepreneurs: This is the largest industry in the world and also the biggest employer. Many opportunities are available for entrepreneurs in the tourism industry, especially in South Africa.

Entrepreneurs versus Inventor 
An inventor creates something new but lacks the skills to sell it. An entrepreneur will take over from the inventor and start a business venture in order to market the new invention
Male entrepreneurs vs Female entrepreneurs 
The comparison:
	Men
	Women

	forge relatively weak ties
	forge relatively strong ties

	relatively hierarchical coalitions
	relatively democratic coalitions

	more short term orientated
	forge strong relationships with service providers

	support groups include friends, acquaintances and colleagues
set the foundation of the business environment
	support groups include network groups or associations

	
	

	manufacturing and construction
	coffee shops & guest houses
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