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Chapter 1: The Nature and Development of Entrepreneurship 
 
Entrepreneurs are the core and essence of any economy. Economic development 
can be directly attributed to the level of entrepreneurial activity, and entrepreneurial 
business ensure growth in the economy. 
 
Examples of some successful South African entrepreneurs include Ernest 
Oppenheimer, Pam Golding, Elon Musk and Sol Kerzner.
 
Most entrepreneurial activity takes place in small, medium and micro enterprises 
(SMME’s), which form 97.5% of all businesses in South Africa. SMME’s generate 
35% of the GDP, contribute 43% of the total value of salaries and wages paid in 
South Africa, and employ 55% of all formal private-sector employees. 
 
The Development of the Entrepreneurship Theory 
 
While the economists have associated entrepreneurship with innovation, the 
behaviourists (which includes psychologists, psychoanalysts, sociologists and other 
specialists in human behaviour) have concentrated on the creative and intuitive 
characteristics of entrepreneurship. 
 
The Economists 

 The essence of entrepreneurship lies in the perception and exploration of new 
opportunities in the realm of business. It always has to do with bringing about 
a different use of national resources in that they are withdrawn from their 
traditional employ and subjected to new combinations. 

 
The Behaviourists 

 An entrepreneur is someone who exercises control over production that is not 
just for his personal consumption.  

 
The explosion of the field of entrepreneurship can be illustrated through the research 
trends and associated authors of the time period. 
 

Period 
Explanation of 

Period 
Perspective 

Authors and 
Researchers 

1700-1950 
What 

entrepreneurs do 
Economic 

Perspective 
Cantillon, Say, 
Schumpeter 

1960-1980 
Who entrepreneurs 

are 
Behaviourist 
Perspective 

Weber, McClelland, 
Rotter, De Vries 

1980-Present 
What 

entrepreneurs do 
Management 

Science Perspective 
Drucker, Mintzberg 

1985-Present 
Supports needed 
by entrepreneurs 

Social Science 
Perspective 

Gartner, Welsh, 
Bygrave, Reynold 

1990-Present 
Entrepreneurial 
activities and 
competencies 

Entrepreneurship 
Perspective 

Timmons, Vesper, 
Brockhaus 

 



Chapter 2: The Entrepreneur 
 
Entrepreneurship is the process of change through innovation in response to 
opportunities regardless of resources. Entrepreneurship is a catalyst for economic 
activity. 
 
Entrepreneurs within the Entrepreneurial Process 
 
Entrepreneurs can be defined based on the nature of their entrepreneurial activities 
within the entrepreneurial process. These entrepreneurs include: 
 
Potential entrepreneurs 

 Potential entrepreneurs are defined as individuals engaged in the process of 
evaluating opportunities before making an exploitation goal decision.  

 Potential entrepreneurs are those who perceive good business opportunities 
and believe that they have entrepreneurial capabilities. 

 
Intentional (nascent) entrepreneur 

 An individual who intends to pursue a business opportunity within the next 3 
years is defined as an intentional entrepreneur. 

 At some point, all entrepreneurs are potential, and then become intentional. 
 
Start-up (early stage) entrepreneurs 

 A potential, then nascent entrepreneur becomes a start-up entrepreneur once 
they commence operations within the new business venture. 

 A start-up entrepreneur is one who operates a new business that is less than 
3 and a half years old. 

 
Established entrepreneurs 

 An established entrepreneur operates an established business that is older 
than 3 and a half years old. 

 
Entrepreneurs at Various Levels of Entrepreneurship Sophistication 
 
Entrepreneurs can be found at various levels of entrepreneurial sophistication based 
on the nature of their entrepreneurial activities. 
 
Basic Survivalist 

 Basic survivalists have no economic independence and little involvement with 
other entrepreneurs in their social network (Individualism) 

 Entrepreneurial activities: 

 Isolated from markets 

 Unaware of their own potential 

 Low literacy level 

 Few-income generating activities  
 
 
 
 



Urban Chapter 2: The Individual in Entrepreneurship 
 
New ventures are far from accidental, environmentally-influenced events, they are 
consequences of deliberate intentions and resultant behaviours of individuals. 
 
The creation of a venture involves 3 parallel, interactive phenomena, none of which 
are predetermined but rather are defined by each other: 

 Emergence of the opportunity 

 Emergence of the venture 

 Emergence of the entrepreneur 
 
Individuals are first-order forces in describing entrepreneurship, with environmental 
forces the second-order. 
 
The whole entrepreneurial process unfolds because individual entrepreneurs act and 
are motivated to pursue opportunities. The initial factor that sets entrepreneurial 
activity into motion is the psychological predisposition of the entrepreneurs. 
 
E = f(e); where entrepreneurship (E) is a function of entrepreneurs (e). 
 
Entrepreneurial Intentions 
 
To be an agent is to intentionally make things happen by one’s own actions. 
Entrepreneurial action is most often intentional. 
 
Intentions capture the motivational factors that influence a behaviour, they are 
indications of how hard people are willing to try, or how much effort they are planning 
to exert to perform the behaviour. 
 
Entrepreneurial intention is defined as dedication to beginning a new business. 
 
An intention is a representation of a future course of action to be performed; it is not 
simply an expectation of future actions, but a proactive commitment to bringing them 
about. 
 
Intentions centre on plans of action. Intentions represent the belief that one will 
perform the certain behaviour. Logically, intent proceeds action. 
 
Entrepreneurial intentions stem from motivation and cognition, which includes skills, 
ability and intellect. 
 
There are 2 widely-recognised intention-based models:  

 Ajzen’s Theory of Planned Behaviour (TPB) 

 Shapero’s Model of Entrepreneurial Event (SEE) 
 
Possible exam question. In addition to the summary below read section 2.3 in 
Urban notes (starting page 47). 
 
 
 



   

Chapter 3: Creativity and Innovation 
 
“The ability of a firm to recognize the value of new, external information, assimilate it, 
and apply it to commercial ends is critical to its innovative capabilities. We label this 
capability a firm’s absorptive capacity. It is largely a function of the firm’s level of 
prior related knowledge.” – Cohen and Levinthal, 1990. 
 
There are 5 general statements for creativity: 

 Reasons are excuses. If something is important enough, you can always 
make it happen. 

 Search for ways of doing things rather than finding reasons for not doing 
things. 

 Encourage all ideas so you can expose the best ones. 

 There is no such thing as failure, only learning. 

 Creativity doesn’t just come out of thin air - it needs to be helped along. 
 
The Theory of Creativity 
 
Cougar (1995) defined creativity extensively and formulated it in the sense of solving 
definite problems, still appropriate and relevant in modern business. His generally 
accepted definition contains the following conditions: 

 The product of creativity is firstly a product or the result of a thinking process. 
This product or idea should have novelty as a result and should create value. 

 This thinking process is usually unconventional, meaning that previously 
accepted ideas or concepts are normally rejected or modified. 

 The thinking process is supported by performance motivation and is mostly 
time and energy consuming. 

 The initial problem is normally vague and unstructured. The problem definition 
is thus integrated in the thinking process. 

 
Creativity is furthermore: 

 Unusual, uncommon, unique, something with surprise value 

 Practical, functional, feasible 

 Understandable and also able to be used by others 
 
Blanchard (2010) expands this view, and sees creativity as the ability to: 

 Remove the fear of failure 

 Continuously investigate and test new horizons 

 Generate and test new ideas 

 Introduce society to something they have not experienced before 
 
In more recent terms, creativity is defined within 3 core fields of application (Sawyer, 
2012): 

 Creativity creates newness 

 Creativity is a combinatory 

 Creativity is articulated in the world 
 
Sawyer (2012) also contextualises the importance of creativity by positioning it in 
trends in the socioeconomic environment: 



Chapter 4: The Window of Opportunity 
 
An opportunity is a gap left in the market by those who currently serve it (Neiman 
and Bennett, 2006). 
 
A good idea is not necessarily a feasible and viable opportunity. For an idea to turn 
into an opportunity, it must be: 

 Attractive (must have the power to please the consumer’s mind or eye and 
arouse their interest) 

 Durable (must have the inherent ability to continue in a particular condition 
and not wear out soon) 

 Timely (must be presented to the market at an opportune time) 

 Creating or adding value for the end-user 

 Anchored in a product or service 
 
If an entrepreneur takes these factors into serious consideration, they are effectively 
on route to establishing a sustainable business. 
 
Sources and Drivers of Ideas and Opportunities 
 
Finding good ideas and converting them into opportunities is a conscious, deliberate 
and creative process. Certain techniques can be used when searching for a 
business idea: 
 
Opportunity Evaluation 
 
In order to determine whether or not a business idea will turn into a lucrative 
opportunity, the entrepreneur must evaluate or screen the revealed opportunity. 
 
The criteria used to screen opportunities can be summarised as follows: 

 Industry and market issues 

 Economics 

 Harvest issues 

 Management team issues 

 Fatal flaw issues 

 Persona criteria 

 Strategic differentiation 
 
Industry and Market Issues 
 
An attractive market to enter into is one where the life of the product or service 
extends far beyond the time period required to recover the investment in the venture, 
as well as make a profit. 
 
The attractiveness of a market is determined by: 

 Market Structure 

 When speaking of market structure, reference is made to: 
 Number of sellers present in the market 
 Size of distribution sellers 



Chapter 6: Resources Requirements, and Legal and Related Aspects 
 
Resources are the things that an entrepreneur uses to pursue a business 
opportunity. 
 
One of the key functions of the entrepreneur is to attract investment of the business 
and to use it to build up a set of assets that allow the business to supply its 
product/service. 
 
Major Types of Resources 
 
There are 4 types of resources that prospective entrepreneurs will combine to build a 
business. 
 
Financial Resources 
 
Financial resources are those that take the form of, or can be readily converted into, 
cash. Financial resources are valuable in that they do not have a single purpose but 
can be used to acquire other resources. 
 
Finance can be obtained from different sources. Some of these include equity 
finance (money invested by the entrepreneur), debt finance (money loaned to the 
business by outsiders), and after the business is operational, the main source is 
revenue (generated from the sales of goods/services to customers). 
 
Other sources of finance include government support programs, venture capital 
funds, companies, mortgages for financing business property and long-term 
investments in operating assets. 
 
Human Resources 
 
Human resources are all the people and their efforts, skills, knowledge and insights 
they contribute to the success of the business. 
 
The four levels of human resources are: 

 Top management 

 Middle management and professional staff 

 Supervisory management 

 Non-managerial workers 
 
A prospective entrepreneur is mainly concerned with 2 challenges in employing 
people: 

 Accurately forecasting human resource needs 

 Recruiting candidates and selecting the best person for the job 
 
As soon as the business is running, the entrepreneur will also have to pay attention 
to training and developing, and encouraging high performance from employees. The 
following steps can be taken to accurately forecast recruit and select employees for 
the new business: 

 List all the tasks that must be performed in the business 


