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CHAPTER ONE

INTRODUCTION TO THE STUDY

“Youth employment is an acknowledged growing challenge and we believe passionately

that entrepreneurship is one solution to it” (Davenport, 2008).

1.1 INTRODUCTION

This chapter introduced a study that v  determine how to improve youth
participation in entrepreneurial activiti i. The argument of the study was
that there are perceived factors that barriers to youth entrepreneurial

intention. Identifying and understanding W0 barriers to youth entrepreneurship

is important to improving yOltU ﬁ'ﬁrl%)f’%'ﬁ i%f?ﬁipftﬁﬁ%outh Africa. The chapter
outlined the following areas for thepgfulye F ha Pagkdiewee of the problem, the problem.
statement, the research objectives, the research hypotheses and the significance of the

- research. A description of the research methodology, the limitations of the study as well

as the layout of the study were done.

1.2 BACKGROUND TO THE STUDY

~ Entrepreneurship is a dynamic process of creating wealth by individuals or groups of
individuals such as youths (Sathiabama, 2010). Most developing and developed
countries view entrepreneurship as the vehicle to economic growth, success and
prosperity. Therefore, a lot of support and attention is now being given to new business
start-ups, especially those by young people. However, in South Africa, Total
Entrepreneurship Activity (TEA), which is an estimate of the number of working age
adults involved in starting or operating businesses up to 3.5 years old, is one of the
lowest in the world (Orford, Wood, Fischer, Herrington & Segal, 2003). According to the
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Global Entrepreneurship Monitor (GEM), TEA is a measure of people in the 18-64 age
group who are actively involved in the start up process or those managing a business
less than forty two months old expressed as a percentage of adults in the same age
group. This was supported by the findings in the 2008 GEM report on TEA where South
Africa ranked 23" out of 43 participating countries. The total early stage
entrepreneurship activity of South Africa according to the GEM report of 2008 was
(7.8%) which is significantly below the average for all participating middle to low income
countries of (13.2%) (Herrington, Kew & Kew, 2009). This implies an alarmingly low

level of entrepreneurship in South Africa.

South Africa is faced with a very hig 1t rate and this was noted by a
significant increase of 0,9 of a percen % in the first quarter of 2010 and
the rate remaining the same in the s¢ atistics South Africa, 2010). That

percentage brought the number of the urggj#*to 4,3 million. Employment declined

by 171 000 between the fomlljlhti%ieéﬁ /ZQS)P FIH &ﬂrﬁi &uarter of 2010, with the

formal sector losing 140 000 angr fhe éermalrseedesbedding 100 000. In total, the
number of people in the labour force decreased by 25 000 between the fourth quarter of

2009 and the first quarter of 2010(Statistics South Africa, 2010). However, according to
the same report, unemployment is highest among those aged 15-24. Youth
unemployment rate is higher than the national avarage.

About thirty percent (30%) of all people in the 15-24 age group, are unemployed and in
the 25-34 age group, forty percent (40%) are unemployed. Therefore, seventy percent
(70%) of the unemployed people are youths and of those, forty-seven percent (47%) are
chronically out of work. If we include the number of those who have given up looking for
work and those who work for less than twenty hours per month in the forty-seven
percent (47%), the figure rises to sixty percent (60%) (Bhorat, 2006:1). These high
levels of youth unemployment signifies low rates of youths’ engagement in employment
activities.






chance of not having a job. Therefore early school leavers make up the bulk of the

jobless.

In addition, according to Lam, Ardington, Branson, Goostrey and Leibbrandt (2010)
educational levels are relatively high in South Africa with almost universal primary
education and with most students attending secondary school. The critical education
margins for most South Africans today are completion of secondary school and entry
into post-secondary schooling. Using the nationally representative Labour Force survey

(collected by Statistics South Africa) to analyse educational attainment, the proportion of

Africans with grade twelve increased between 2000 and 2007 but the
proportion going beyond grade 12 inc ly from 7.4% to 7.5%. Only 1.7%
of 25-29 year old Africans had a u in 2007 compared with 16% of
whites. Furthermore, the proportion o luates that had gone on to post-

secondary education was 21% for Africa™ g% for whites in 2000 with declines for

both groups between 2000Uaﬁci }'@{ng 'Spiaistfgéﬁmfénly a few youths that

completed high school will go to thegeniversily. Tkig/fefeer suggests that improvement
in education, employment (which is difficult to get) and entrepreneurship offer the way

out of the problem for high school students.

Alsos, Isaksen and Ljunggren (2006:669) agree that youth entrepreneurship is one of
the ways to improve entrepreneurship. Therefore, it is important to encourage youth
enterprises in primary, secondary, college and universities. Through this experience,
pupils are expected to learn the entrepreneurial skills and become more aware of
entrepreneurship as a career possibility and this would increase their entrepreneurial
intention. This is consistent with the view of Peterman and Kennedy (2003:132) who
point out that post university based entrepreneurship has attracted the bulk of research
with the care of youth entrepreneurship. HoWever, entrepreneurship development in
primary and secondary schools is very important. The ideal stage to acquire basic
knowledge about entrepreneurship and to develop a positive attitude towards

entrepreneurship is during childhood and adolescence years. Because of the points



noted above, this study focused on both university and high school students. In addition,
Kazela (2009) points out the two groups of youths most likely to be involved in v

entrepreneurship are high school and university graduates.

This study attempted to identify the triggers and barriers to ehterprenerial intention by
young people as well as suggested possible solutions to avoid future problems
associated with increased numbers of unemployed youths. A meta analysis of studies
on entrepreneurship in South Africa revealed that no South African study has

investigated empirically the triggers and barriers to youth entrepreneurship from the

view point of high school and unive addition, most of the studies on
youth entrepreneurship focused on de 5. However, studies carried out in
developing countries are also very ir r reach differnt conclusions from
those carried out in developed coL on being that of differences in

environmental differences between deveN# developing countries. For instance
South Africa is well knowrufﬁr @@P iweoiap ff’tTI"‘EPf“@d to some developed
countries. This factor may aff§e #ie eniepBrendiriab intention of youths. Youth
contribution to the economic growth, may help South Africa’s economy considering the
just ended global economic recession which affected most countries including South
Africa (Dugger & Celia, 2009:10).

1.3 PROBLEM STATEMENT

According to Pihie (2009:341) entrepreneurship can be measured in two ways. Actual
entrepreneurship (i.e. people that have actually started business) and entrepreneurial
intention (i.e. people that intend to start business). The TEA only measures actual
entrepreneurship. This study however will investigate the entrepreneurial intention of the
youths in South Africa. Masuda (2006:227) points out that entreprenurial intention can
also be called latent entrepreneurship. Latent entrepreneur wishes to be self-employed
in the future and have the posibility to realise self-employment with adequate policy.

Focusing on the determinants of latent entrepreneurship is very important to
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However, low entreprenurial activity in South Africa, especially amongst the youths is a
sign that barriers to entrepreneurial intention exist. Barriers refer to those factors which
prevent individuals from engaging in entrepreneurship. In a survey on United Kingdom,
GEM 2002 noticed that social and cultural attitudes in this country posed the strongest
barrier to entrepreneurship due to the nagative attitude towards wealth creation, self
employment and business failure (Robertson, Collins, Medeira & Slatter, 2003: 310). In
South Africa, the same barrier is evident, where wealth creation is not regarded but
rather more emphasis is on attaining an academic qualification to be employable.

According to Louw, van Eeden, Bosch and Venter (2003:5), an entrepreneurial culture,

which should be the driving force for business enterprises, seems to
be missing in South Africa as well as 1 nce of entrepreneurs as initiators
and innovators. There is a culture of South Africa so much so that all
people including the youths expect t > do everything. This idealism is

greatly influencing youth intention on erjjjj#ship (Herrington ef al., 2009). This

was supported by findings Uﬁ i}%c}y ﬂ/ }ﬁ@l{ppbﬁpﬁ) tf)ét, the attitude of South

Africans in Alexandra, a township]ip gentbAfFiCE, ipIRIReetrepreneurship is similar to
that in other parts of the country and formal employment is generally prefered to

business creation.

Most youths in South Africa are not willing to take risks. These risks associated with
owning a business include the failure of the business as well as the prevailing high rate
of crime in the country. High crime rates are a serious challenge to new business
formations. Agupusi (2007) points out that South Africa has a low TEA rate and that is
attributed to high crime and violence. Crime on business in South Africa is not only
alarming but also growing as revealed by the South African Police Service Crime
Statistics (2009) that, while the incidences of virtually all major categories of crime has

fallen during the past year, business related crime is on the increase.

Lack of business skills is also affecting entrepreneurship in South Africa. Louw et al.

(2003:6) note that South African entrepreneurs lack manageriél skills. In the GEM
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report, Maas and Herrington (2006) note that, lack of education and training has
reduced management capacity in new firms in South Africa. In addition, lack of finance
poses a challenge to youth entrepreneurship. In South Africa, financial support is

identified as the second major barrier leading to the low TEA rate in the country.

Herrington ef al. (2009) argue that the government of South Africa, faced with high
youth unemployment has introduced a lot of small business and entrepreneurial
initiatives such as the National Youth Development Agency. However, most youths are

not aware of the available government support schemes. The general belief of

entrepreneurs is that, there is no gc rt for entrepreneurship in South
Africa. Based on the noted gaps in tl research problems for this study
were:

e What is the entrepreneuial intention of" "ilis in South Africa?

e What are the triggers to ybuih Wgﬂg}@@ﬁlﬁ@ﬁoﬂm@@th Africa?
o What are the barriers to youth engepremetitisifetandiBngn South Africa?

1.4 RESEARCH OBJECTIVES

1.4.1 Primary objectives

The ‘primary objectives of this study were:

e To measure the entrepreneurial intention of the youths in South Africa.

e To investigate empirically the triggers of youth entrepreneurial intention.

e To investigate empirically the barriers to youth entrepreneurial intention
1.4.2 Secondary objectives

The objectives were achieved through the following secondary objectives:

e To review the literature on entrepreneurship, youth entrepréneurship and

entrepreneurial intention.









H4o: There is no significant relationship between lack of market opportunities and youth
entrepreneurial intention.
H4,: There is a significant positive relationship between lack of market opportunities and

lack of youth entrepreneurial intention.

H50: There is no significant relationship between risk and lack of youth entrepreneurial
intention. _
H5,: There is a significant positive relationship between risk and lack of youth

entrepreneurial intention.

1.6 SIGNIFICANCE OF THE RESEA

Entrepreneurship has captured the attenSll®licy makers and scholars. This is so
because there is a growing r@aﬁfqrept;gp;emyprp o Ecdelerate economic development
through ideas and venture crediigfy. EnflprageueRiye is important in stimulating
growth in a growth conscious world therefore it is important to learn how to stimulate it
in a country (Turker & Selcuk, 2009:143). South Africa suffers from high crime rates,
poverty and social insecurities due to unemployment. Every year more and more youths
are leaving institutions and find themselves without work. This problem can be
minimised if entrepreneurship is encouraged in South Africa. New enterprises have a
major role to play in the South African economy in terms of employment creation,
sustainable output growth, the equitable distribution of income and the overall
stimulation of the economy (FinMark Trust, 2006). It is therefore of uttermost importance
that the perceived triggers and barriers be identified so as to encourage
entrepreneurship in this country. The future of any country’s economy depends on the
youths. Therefore, in order to eradicate any economic losses, the potentials of such
youths need to be harnessed in developing the economy through innovation and new

business start-ups.
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researcher to validate the relationship as well as to test the hypotheses (Hair,
Wolfinbarger, Ortinau & Bush, 2008:126).

¢ Data collection method and instrument

Gerber-Nel, Nel and Kotze (2005:88) identify three primary data collection methods
namely, observation, experiment and survey. Observation is a process through which
primary data is obtained by observers (humans or machines) about the behavioural
pattern of people, objects or occurrences. With the experiment method of data

collecting, the researcher manipulates an independent variable and then measures the

effect. The experimental setting can y or in the field. In a laboratory,
experiments are conducted in an artif ' setting. In survey research, the
researcher selects a sample of res | population and administers a
standardised questionnaire to them. ~ urvey research. Surveys can be

divided into four major types: personal inS%elephone surveys, mail surveys and

self- administered surveys a{pﬂﬁ@épgﬁ@y Qﬂftprd\hl Nejped Kotze (2005:94). Self-
adminstered questionnaires was useddinithia studscidieiate collection.

e Study Population and sample size

Population can be defined as the totality of cases that conform to some designated
specifications (Churchill & Brown, 2004: 400). The population u'sed in this study was the
final year University of Fort Hare and Walter Sisulu University students as well as high
school students from twenty selected high schools in the Mthatha area. The population
of university students was 2011 and the population of high school students was 760.
Using the Raosoft sample size calculator, the sample sizes were 323 and 256 for

university and high school students respectively.

o Statistical analysis

Statistical analysis included Analysis of Variance (ANOVA), T-test principal component

analysis (which was used to refine the sécondary hypotheses) and Pearson’s

correlation. Twenty questionnaire items and twenty six questionnaire items were

identified for the triggers and barriers respectively after a thorough review of the
14






1.9 OUTLINE OF PROPOSED RESEARCH

¢ Chapter One: Introduction

Chapter one gave an introductory note to the study. It provided the background,
importance, the research problem, the research hypotheses and the research
objectives. A preliminary literature review on youth entrepreneurship was also done
followed by a description of the research methodology which was used. Finally, this
chapter also encompassed the limitations of the study.

¢ Chapter Two: Entrepreneurship ir

Chapter two will review the literatur on of entrepreneurship and the
contribution of entreprenuership. The uth entrepreneurship and youth
entreprenerial activity in South Africa will 'SljJ#®sed. The Total Entrpeneurial Activity
(TEA), formation and failurd fgig pérg\ﬂ?n@frpqgfrﬂ Epstp Africa will be reviewed.
Finally, a review of theories of sodreprerramdbicdnending Ajzen’s (1991) theory of
planned behaviour will be done. |

e Chapter Three: Triggers and barriers to entrepreneurial intention
Chapter three will review the literature on the triggers and barriers to entrepreneurial

intention.

e Chapter Four: Research methodology

Chapter four will provide a description of the research methodology to be used in
carrying out the empirical study. A detailed description of the research design, type of
research used, the population and sample design as well as the data collection and

analysis methods used will be elaborated in the chapter.

¢ Chapter Five: Data analysis and results

Chapter five will analyse and interpret the research results.
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Kirzner (1973) Entrepreneurship is the ability to perceive new opportunities. This
recognition and seizing of the opportunity will tend to “correct” the market and bring it
back to equilibrium. Drucker (1985) Entrepreneurship is the act of innovation that
involves endowing existing resources with new wealth capacity. Stevenson, Roberts &
Grousbeck (1985) Entrepreneurship is the pursuit of an opportunity without concern for
current resources or capabilities. Rumelt (1987) Entrepreneurship is the creation of new
business: new business meaning that they do not exactly duplicate existing business
but have some element of novelty. Low & MacMillan (1988) Entrepreneurship is the

creation of new enterprise. Gartner (1988) Entrepreneurship is the creation of

organisations: the process by which n come into existence.
Timmons (1997) Entrepreneurship is 19, reasoning and acting that is
opportunity obsessed, holistic in apprt hip balanced.

Venkataraman (1997) Entrepreneurs"#fch seeks to understand how

opportunities to bring into ex@fﬂ?ﬁé‘f%ﬁﬁoﬁ‘fs FWH%ﬁséﬂre discovered, created,
and exploited, by whom and withTeg hepseqFairediehderris (1998) Entrepreneurship

is the process through which individuals and teams create value by bringing together
unique packages of resource inputs to exploit opportunities in the environment. It can
occur in any organisational context and can result in a variety of possible outcomes,
including new ventures, products, services, processes, markets, and technologies.
Sharma & Chrisman (1999) Entrepreneurship encompasses acts of organisational

creation, renewal, or innovation that occur within or outside an existing organisation.

Entrepreneurship is the process through which individuals and teams create value by
bringing together unique packages of resource inputs to exploit opportunities in the
environment. It can occur in any organisational context and can result in a variety of
possible outcomes, including new ventures, products, services, processes, markets,
and technologies (Morris, 1998).

A true modern day entrepreneur, Sir Richard Branson, eloquently sums up much of

what has been said about entrépreneurs when he states that:

20









Table 2.1: Unemployment rates in selected African and developed countries

African countries | Unemployment Developed Unemployment
rate (%) countries rate (%)

South Africa 23 France 8.8

Cameroon 30 UK 5.3

Senegal 48 USA 7.6

Zambia 50 Australia 5.1

Source: World Bank (2009).

Table 2.1 compares the unemployme d African countries (South Africa

included) and selected developed ci le shows that unemployment is
much higher in developing countries whe"G##&d to developed countries. According
to the European Union (2@9% §MF§ @?C@flt[;ferr? [lﬁgf proportion of Europe’s
economic and professional activiff. §@¥hef-firms.icdheeaopean Union are SMEs and
they provide two-thirds of all private sector jobs. Therefore, SMEs are in fact the real
giants of the European economy. SMEs are one of the primary reasons why
unemployment is low in Europe. Large firms in Europe have been shedding jobs while

employment in the SME sector has increased.

In South Africa, government expects SMEs and entrepreneurship to be the engine of
employment creation. FinMark Trust (2006) also points out that unemployment remains
a huge problem in South Africa today. “One of the best ways to address unemployment
is to leverage the employment creation potential of SMEs and to promote

entrepreneurship”.

McLarty (2000:616) notes that it was the employment generating potentials of small
entrepreneurial firms in the United States of America as pointed out in the Birch Report
of 1979 that stimulated interest in the study of SMEs worldwide. Birch examined data on

individual firms between 1969 and 1976 and concluded that small firms created 82% of
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Tables 2.2 and 2.3 show that poverty and income inequality are very high in South

Africa compared to other countries.

Kawai and Urata (2002:42) suggest that one of the ways to reduce poverty and income
inequality is the development of entrepreneurship and SME sector. According to the
Parliament of the Republic of South Africa (2005), the government of South Africa
identifies SMEs as a key to poverty alleviation, income equality, employment and
~ sustainable economic growth. “The stimulation of SMEs must be seen as part of an
integrated strategy to take this economy onto a higher road - one in which our economy
is diversified, poverty is reduced, proc'~*t:ie ~nhanned investment is stimulated and

entrepreneurship flourishes”.

In addition, The New Partnership for / ent (NEPAD) agrees that “SMEs
and entrepreneurship offer significa increased employment, poverty
alleviation, increased utilisation of AfY¥uctive and intellectual resources,

improved tax base for gotgrm@ gelﬁm@f Fr(tflr{oH%ﬁsé accessible investment
opportunities for local populationsTO\felPAY; A9 B

The World Bank (2003) in addition, asserts that a vibrant SME sector improves
productivity, promotes economic growth and increases opportunities for the poor. SMEs
are the most important driver of local economic development. This is one of the reasons
why all over the world, governments are stimulating and supporting a healthy small
business sector. The pro-SME policy of the World Bank is based on three core
arguments. First, SMEs enhance competition and entrepreneurship and hence have
external benefits on economy-wide efficiency, innovation, and aggregate productivity
growth. Second, SMEs are more productive than large firms, but the financial market
and other institutional failures impede SME development. Third, SME expansion boosts
employment more than large firm growth because SMEs are more labour intensive.

Therefore, SMEs can be used to alleviate poverty and unemployment.

According to The Economist (2009) since 1994, absolute levels of poverty have
declined in South Africa. But the discrepancies in wealth are still huge despite

government job-creation schemes and the expansion of welfare benefits. The income of
27


















Reynolds, Busma, Antio, Hunt, De Bono, Sérvais, Garcia and Chin (2005:208) also
point out that the GEM research program provides the required fundamental knowledge
by assembling relevant harmonized data on an annual basis. The data has been
assembled to facilitate cross national comparisons in the level of national
entrepreneurial activity, estimate the role of entrepreneurial activity in national economic
growth, determine the factors that account for national differences in the level of
entrepreneurship, and facilitate policies that may be effective in enhancing
entrepreneurship. The GEM research program was designed to provide, at the lowest

possible cost, empirical measures of the critical variables associated with the GEM

conceptual model. The purpose of { ) guide research on the role of
entrepreneurship in national economi ptation, further understanding of
differences in the national level of er nd assist in the development of
effective, efficient policies to enhance p. In that regard the project has

been more successful than could ever 4QJJ#&n anticipated, as the results have

transformed the perspective@'ﬁii p@lfzgm}(qﬁ fl’@ Etcl}qgf Alike. Never again will
entrepreneurship be seen as a pefipheralactivily cwlated to economic adaptation and

change.

2.4.1 Total entrepreneurial activity (TEA)

South Africa’s TEA has always been lagging behind most of the fellow participating
countries in GEM survey. Orford, Herrington and Wood (2004) in the GEM South Africa
report, note that the TEA for South Africa for 2004 was 5,4% which was an increase as
compared to 4,3% in 2003 but was a decrease as compared to 6,3% in 2002. In the
same report, the new firm activity was 1,6% compared to an average of 4,4% in all GEM
participating countries and an average of 9,5% in the developing countries. Thus, in that
year the TEA for South Africa was six times lower than that of developing countries and
ranked 26" out of 32 countries.

South Africa does not offer any incentives for uninterrupted leisure over attempting to
find some form of employment. South Africa has high rates of unemployment relative to

the rest of the countries participating in the GEM survey with an unemployment rate of
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Section 2.4 discussed entrepreneurial activity in South Africa including the TEA rate.

Section 2.5 will review the literature on youth entrepreneurship.

2.5 YOUTH ENTREPRENEURSHIP

2.5.1 Definition of youth

Since the focus of this study is on youth ehtrepreneurship, the definition of the term

“youth” is also important. Plainly defined, youth refers to a transition period in a person’s

life from childhood to adulthood sess of intense physiological,
psychological, social and economic ¢ recognising oneself as an adult
(Umsobomvu Youth Fund, 2008). T sometimes referred to as young
adults. However, defining the term “yc country to country depending on

the specific socio-cultural, institutional, eCuiiii®®nd political factors. For the purpose
of this study, the National YPpin/eqhy ;ﬂ@ﬁ-@‘ﬁ’r@f&m Africa will be used. It
inclusively refers to the term “youibgesnthome mithit thecéourteen to thirty-five (14-35)
age ranges as mandated by the National Youth Commission Act of 1996 and the
National Youth Policy of 2000 (Government Gazette, 2008).

2.5.2 Youth entrepreneurship in South Africa

According to Herrington ef al. (2009) the influence of age on entrepreneurial activity
tends to be very similar throughout GEM. The prevalence of early-stage entrepreneurial
activity tends to be relatively low in the 18-24 years cohort, peaks among 25-34 year
olds, and then declines as age increases with the sharpest decrease after the age of 54.
This reflects the interaction between ‘desire to start a business, which tends to reduce
with age, and perceived skills, which tends to increase with age. Table 2.5 depicts

youth participation in entrepreneurship in South Africa.
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¢ Much human behaviour is planned and therefore preceded by intention towards that

behaviour.

e Human beings are rational and make systematic use of information available to them

when making decisions.

e Intention predicts planned behaviour (Ashley-Cotleur ef al., 2009).

2.7 SUMMARY

This chapterv examined the definitic drtance of entrepreneurship to
employment creation, poverty allevi: uality and economic growth in
South Africa. The chapter also revit re on the creation rate of new
business in South Africa as measuret 2 findings revealed that the TEA

rate of South Africa is one of the lowSS@J# world with dire consequences for
employment, poverty aIIeviat[ojIﬁWmW ey diy Thedefieition of the term “youth”
as well as the importance of youth egte¢hesneurshipeilaniedso investigated. The findings
indicated that youth entrepreneurship in South Africa is low compared to other
developing countries. Therefore, it is important to understand the triggers and the
barriers to youth entrepreneurship in South Africa. The chapter also provided the link
between entrepreneurship and entrepreneurial intention. Furthermore, the theories of

entrepreneurial intention which form the foundation of this study were discussed.

The next chapter will review the literature on the triggers and barriers to entrepreneurial
intention in South Africa.
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CHAPTER THREE

TRIGGERS AND BARRIERS TO ENTREPRENEURIAL INTENTION

‘New entrepreneurial ventures emerge because of careful thought and actions.
Therefore, entrepreneurship is seen as an exemplar of planned behaviour. Since
entrepreneurship is a process that does not occur in a vacuum, environmental factors
have some bearing on an individual’s entrepreneurial intentions” (Nasurdin, Ahmad &
Lin, 2009: 366).

3.1 INTRODUCTION

The high rates of youth unemployment in GJJJca prevent some economic benefits

which can accrue from Staﬂ?ﬁ%f%‘t ]%PF&H H%fafl@'ng assumptions of the

current study is that some triggerfwyet herriersinfluflece@ntrepreneurial intention and
decision to start or not to start a business. Triggers are those factors which positively

influence youths to start their own business, while barriers are those which prevent

. youths from starting a business. This chapter will review the literature on the triggers

and barriers to youth entrepreneurial intention.

The next section will look at the triggers to entrepreneurial intention.

3.2 TRIGGERS TO ENTREPRENEURIAL INTENTION

Various factors can influence youths to become entrepreneurs. As push factors, youths
may decide to start their own enterprises due to unemployment, retrenchment, a low
paying job with little upward mobility and or a desire to escape supervision. On the other
hand, the desire to become one’s own boss, increase wealth, changing lifestyle or need

to use one’s own experience and knowledge, forms part of the pull factors for youths
45




towards entrepreneurship (Benzing & Chu, 2009:62). However, these factors differ
within different countries. Developed countries entrepreneurs are mainly necessity
driven (a need pushes them) while developing countries entrepreneurs are mainly
opportunity driven (an opportunity pulls them) (Benzing & Chu, 2009: 62).

According to McClelland, Swail, Bell and Ibbotson (2005: 87), some individuals in South
Africa and other countries surveyed, find it as a hobby to create a viable business
opportunity and to develop a flexible working life. It therefore underlines their motive of
entrepreneurship. However, other people such as women in South Africa are mbtivated
by the need to create employment for nennla aenaciglly in rural areas. Thus such
entrepreneurs are motivated by their (McClelland et al., 2005: 89). It
therefore becomes apparent that ec leurs can be opportunity driven

and necessity driven.

Some youth entrepreneurs show real 'acumen, creativity, dynamism and

innovation. Due to such entrﬂmwfﬁﬁ;aﬁtf%ﬁﬂmlyéuths engage in informal

entrepreneurship. This, accordingrig fbghe. igral eeiRates for business potential and a
transitional base for accessibility and graduation to the formal economy. Therefore,

such youths engage in entrepreneurship because they have the entrepreneurial
characteristics which they intend to use in creating an innovative formal business
(Williams & Round, 2009:96). Furthermore, Williams and Rounds established that
some young people engage in youth entrepreneurship due to both opportunity and
necessity. It became apparent that a computer technician employed by a software
company but offer private services during his spare time was necessity driven because
his salary was not enough for his family. However, he was also opportunity driven
because he had ready access to clients who were not willing to pay the fees charged by
his company. Thus he filed the gap. Therefore, youths are motivated by both

opportunity as well as necessity to engage in entrepreneurial activities.

Youths are motivated by the need for more control over one’s own work and life, to
obtain an alternative route for advancement from a dead-end job, to obtain additional

money and to provide products not available elsewhere. In the United Kingdom, for
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which individuals are faced with two alternatives when selecting a career — either as
self-employed or employed in an organization. Attitudes towards self-employment

associated with self-employment intentions.

Ashley-Cotleur (2009) argues that extrinsic reward is not limited to employment.
Extrinsic reward as a trigger of entrepreneurial intention also includes making money or
financial gain. However, the study finds that while making money can be a motivator,
entrepreneurs place more value on the ability to control one’s future and engage in

interesting and meaningful work than they do on financial gain.

This is consistent with the view of Ht axtrinsic reward can be a pull or
push factor towards entrepreneurship. unemployment and depressed
market conditions, individuals may be ng a business because it offers

higher utility than unemployment, or tryinSGjJ#*job. It appears that the proportion of

people setting up a businesmﬁ%fW@@WM% but the total number of
new businesses being started is(lpighehameng.ibe erpdoyed or self-employed. In a

large-scale study of American men, unemployed and lower-paid wage workers were
found to be more likely to become self-employed than other workers. Therefore, while
many factors may contribute to entrepreneurship, the threat of unemployment is
becoming an increasingly important factor leading to self-employment. Conclusively, the
review of the literature revealed that extrinsic factor is ‘important to entrepreneurial
intention. Extrinsic reward that can impact on entrepreneurial intention includes factors
such as employment and financial gain. Therefore, it is hypothesised that there is a
significant positive relationship between extrinsic rewards and youth entrepreneurial

intention.

3.2.2 Intrinsic rewards

Robichaud et al. (2001:2001) argue that intrinsic rewards are related to self-fulfilment
and growth. Intrinsic rewards will centre on the satisfaction of being one’s own boss,
being more in control of your own destiny, and having ultimate responsibility for the

success of the venture. According to Choo and Wong (2009:49) an individual who has
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According to Marvel, Griffin and Vojak (2007:15) the Hawthorne Studies, conducted by
Elton Mayo from 1924 to 1932 found that employees were motivated by sources other
than financial reward, and their motivation, in turn, influenced behavior. This suggests
that entrepreneurial intention is not only motivated by extrinsic factors but also intrinsic
factors. Marvel et al. (2007:16) point out that Herzberg's hygiene-motivation theory can
be dichotomized into hygiene factors and motivation factors. Motivators or intrinsic
factors such as achievement and recognition produce job satisfaction because of the
individual's need for growth and sense of self-achievement. It follows therefore that to

motivate an individual, a job must be challenging, must have enrichment potential, and

must be of interest to the jobholder. T rs are not in the environment but
in the intrinsic value and satisfactior 3 job itself. On the other hand,
hygienic or extrinsic factors such as | rity are not directly a part of the
job itself and for this reason may lead lion. When there is a shortage of

motivating factors that positively encouraMees, they may focus on other non-

job-related hygiene factors gmmsfsc)f\ Tsﬁf.[oHlﬁT'@ic motivators leads to

overconcentration on potentially nﬁgg@zﬁmgw@mbhemberg‘s theory recognizes
the intrinsic satisfaction that can be obtained from the work itself and places attention on
job design. '

According to Brice (2008: 202) a survey conducted among new business start-ups in 11
countries found six reasons motivating people to become entrepreneurs. They include
the need for approval, the perceived wealth, the degree of communitarianism, the need
for personal development, the need for independence, and the need for escape. These
findings indicate that business owners in different countries have different motives for

" business ownership. American entrepreneurs considered need for independence the
most important reason for starting a business. Italian business owners, however, ranked
communitarianism first on the list. In Australia and Great Britain, entrepreneurs cited
money as the reason for becoming business owners, while the Scandinavians rated this
factor the least significant. |
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commitment, perseverance, achievement, drive, and opportunity orientation. This
implies that motivation for entrepreneurial intention not only includes extrinsic reward,

but also intrinsic reward and the desire for independence and autonomy.

Brice (2008:201) suggests that while the literature indicates a wide variety of possible
motivational factors, there are a few elements which consistently emerge throughout the
writings in the field. One is the importance of extrinsic rewards, perhaps in the forms of
monetary compensation or building equity in the firm. A second theme involves intrinsic

rewards which accrue to someone through task accomplishment, perhaps satisfying the

need for control and achieveme mahy owners indicate that
compensatfon itself acts as an inti Jecause it essentially provides
feedback that the public has acceptec r's ideas or concept. Third is the
freedom and control which one reali e's own boss. Finally, as many

owners are pushed into entrepreneursJ#&ing their jobs in large companies
through downsizing, entrepr{rmwg Ttl? WWH%F@V which firm ownership
affords for them and their familief. Gbighiwnnlies:itvet ledependence and autonomy are

factors that can impact on entrepreneurial intention.

Therefore, it is hypothesised that there is a significant positive relationship between
independence/ autonomy and youth entrepreneurial intention.

3.2.5 Capital
Ismail et al. (2009:56) highlight that, not having access to finance and lacking support

from formal institutions may hinder a person’s tendency in becoming an entrepreneur.
Capital is important for the success of the business. (the issue of capital is discussed in
detail under the barriers to entrepreneurial intention). Hutton (2008) points out that
access to capital is one of the triggers of entrepreneurial intention and that capital
includes not only financial capital but other sources of capital such as human capital
and government support. In Vietnam for example, the government has committed itself
to attracting external support, building infrastructure and enabling structural flexibility for

the success of small firms. Government intervention helps in providing policy support,
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has put pressure - on new SMEs to increase and speed up their development
investments. It is, however, increasingly difficult to keep the costs within the constraints

of self-financing. Therefore new SMEs need capital from external sources.

According to Demirguc-Kunt, Maksimovic, Beck and Laeven, (2006:933) the two
primary sources of external finance for new SMEs are equity and debt. External equity
in the form of venture capital or the stock exchange is usually not available for new
SMEs. Venture capitalists often enter the firm at the middle or later stages of its life

cycle. Entrepreneurs must thus primarily rely on debt when raising external funds.

Shane (2008) contends that venture only a small proportion of the
equity funding for SMEs. Venture cap interested in providing the small
amounts of funding sought by many 5 than 1% of new SMEs in the
United Kingdom have financial inp _capitalists. Berger and Udell

(2002:2130) also find that angel finance TMA venture capital (1.85%) are minor
providers of funding to new SM%IVW@)FF@%@ Hedge odds that a new SME
in the United States of America Wtﬂg@ehgenmmmlmcmoney are about 1 in 4,000.
According to the South African Venture Capital Association (2008) there are at least 65
~ venture capital funds in South Africa controlling a total of R29 billion with an average
investment size of R15.4 million. However, new venture investment with a SME focus is
approximately R1.1 billion which is only 3.8% of the funds. This indicates that the
availability of venture capital is limited for new SMEs in both developed and developing
- countries. The lack of venture capital funds makes many new SMEs dependent on bank
loans and overdrafts and suppliers credit for early-stage financing. This is consistent
with the pecking order theory of financing by Myers (1984:577) which states that firms.
will meet investment and financing requirements of the firm in a hierarchical fashion,

preferring internal funds first, external debt next and external equity as a last resort.

Blumberg and Letterie (2008:188) agree that the lack of venture capital funds makes
many new SMEs dependent on bank loans, overdrafts and suppliers credit for early-

stage fihancing. Despite the dependence of SMEs on debt finance, paradoxically
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access to debt finance is very limited for new SMEs, especially in developing countries.
Commercial banks and trade creditors hesitate to lend to new SMEs. Stiglitz and Weiss
(1981:395) refer to this phenomenon as capital rationing. In the Stiglitz and Weiss
formulation, credit rationing is said to occur if (1) among loan applicants who appear to
be identical, some receive credit while others do not; or (2) there are identifiable groups
in the population that are unable to obtain credit or can only obtain credit at much higher
prices. The Stiglitz and Weiss’ theory therefore suggests that there are significant
numbers of new SMEs that could use funds productively if they were available, but

cannot obtain finance from the formal financial system.

Various challenges and impediments ation of new SMEs as well as
cause the high failure rates of new : frica. One of these is the non-
availability of formal sector financing aas and Herrington (2006) and

Herrington et al. (2009) access to finanSugjajor problem for the South African
entrepreneur. Lack of financ@ ﬁqmwe‘(ﬁpeﬁ‘ﬂ]ﬁ C{f@)rted contributor to low
new firm creation and failure, dfiegeatdesatiorn erel éradeing, in South Africa. Many
entrepreneurs raise the start-up capital from their own or family savings, which is often
inadequate, rather than approaching formal institutions or agencies for external finance.

Youth owned enterprises must overcome the same obstacles like those of any venture
in their quest for capital. However, some of the obstacles to be overcome by youth
entrepreneurs are even more pronounced as these enterprises do not have extensive
career track records or significant personal assets to use as collateral. Capitél is
extensively acknowledged as important for the starting of a new business and the
expansion of existing one. To raise capital or finance, youth entrepreneurs can use their
own money, social network funding, loans from the banks or and venture capitalists
(Fatoki and Garwe, 2010:731). The need for capital is common to everyone who is self
employed. |
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According to Westhead and Wright (2000:ii), absence of adequate funding presents an
obstacle to entrepreneurs who will resort to requesting loans from their families, friends
or acquaintances to meet their enterprises’ financial needs. Hussain, Millman and
Matley (2006:586) in their study on China and the United Kingdom also found that lack
of finance is an obstacle faced by entrepreneurs. Maas and Herrington (2006) indicate
that lack of financial support is the second major contributor to .the low TEA rate in
South Africa. Agupusi (2007) notes that financial obstacle hinders business start-up in
South Africa.

Financial support ié an important reso :ss of a business. Mutezo (2005)
found that most entrepreneurs stru inance from the banks due to
excessive red tape and administrative il institutions hardly finance start
up firms and are not willing to assist v ple who do not have a business

record. From the above literature above, 4JJ#€nt that entrepreneurs are failing to
achieve their entrepreneuriql.,mq:ﬁ[t? %F@k‘foffﬁ‘i‘@s Most entrepreneurs,
especially the youth, when they. stpst tbeir efiferetiees; do not be have any work
experience or start-up capital. Therefore, it is hypothesised that there is a significant
relationship between lack of capital and lack of youth entrepreneurial intention.

3.3.2 Managerial competency and educational skills

Ménagerial competencies are sets of knowledge, skills, behaviours and attitudes that
contribute to personal effectiveness (Hellriegel ef al, 2008:5). According to Cizel,
Anafarta and Sarvan (2007:15), competencies are either observable performance or the
standards or quality of the outcome of the person’s performance or the underlying
attribute of a person. The purpose of defining competencies is to improve performance.
Therefore, competencies are the things people have to be, know, and do to achieve
required outputs. Competencies are skills, ability or characteﬁstics associated with high
performance. Managerial competencies are part of the capabilities or assets of a firm. It
is theée skills, which allow the organisation to transform itself, improve performance and
grow (Lefebvre and Lefebvre 2002) and (Martin and Staines 2008).
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experience as an employee create more employment. Other empirical studies such as
Smallbone and Welter (2001:251) and Hisrich and Drnovsek (2002:178) find that
managerial competencies as measured by education, managerial experience, start-up
experience and knowledge of the industry positively impact on the performance of new
SMEs.

Cornell (2001) points out that youth unemployment tends to hover around roughly twice
the adult rate. With this situation, it becomes clear that young people remain stranded

outside both education systems and society’s workplaces, untouched and not helped by

traditional economic, labour and educ: rnell (2001) submits that this is a
waste of human resources that could « omic progress in the short run.
In South Africa, Herrington and Woo slobal Entrepreneurship Monitor'

Report point out that lack of education an‘Gjj#fhave reduced management capacity
in SMEs in South Africa. Thrﬁjﬁ%%w@fop‘bfﬁ tHEHJEIeveI of entrepreneurial
creation and the high failure rafB. gk ttesy verfieg. Tiee quality and context of the
educational system do not promote the development of managerial competencies. Until
recently, the school curriculum did not adequately integrate entrepreneurship and this

has left a legacy of lack of confidence, initiative and creative thinking.

Lack of skills, experience and knowledge are also key limiting factors for
entrepreneurship in South Africa. New SME owners in South Africa often lack the
expertise, experience and training related to the business they establish. Due to the
managerial deficiency, there is the prevalence of necessity (survivalist) compared to
opportuhity ehtrepreneurial activity in South Africa. This is one of the reasons why
South Africa appears to lag behind other developing countries in entrepreneurship.
Smit, Cronje, Brevis, & Vrba (2007:5) agree that South Africa has a critical shortage of
skilled managers. This makes it difficult for new SMEs to attract highly competent

managers. Recruiting highly skilled employees is one of the biggest challenges facing
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small firms, and a key component of organisational success. Another challenge is that

of high staff turnover due to low salaries.

Herrington et al. (2009) agree that the most crucial factor hindering entrepreneurship in
South Africa is lack of education and training. The perception is that there is a direct
relationship between levels of education and employment. The quality of basic
education is deteriorating in South Africa. More than half of the students in high schools
in South Africa do not complete their Matric. This result in skills shortage and the impact

is seen as hindering economic growth and business efficiency. The Global

Competitiveness Report in Herringto ited South Africa’s inadequately
educated workforce as the second n factor for doing business in the
country. Without enough academic management skills, most new
enterprises in South Africa would not art up stage. GEM research has

always shown an association between cSjjj;#?evels and entrepreneurial success.
lh the GEM South Africa rep{gfﬂ'?@% %yyeﬁf%ffﬂﬁ?@ education and training,
the two most commonly identifiedprabiams WeFadeddaitte of the teaching system to
develop entrepreneurial skills and attitudes at the secondary and post secondary level.
It is this problem in the education system that explains the low TEA rate in the country.

Lack of entrepreneurial expertise is a limiting factor in South Africa. Even, if the
~ government tries to assist entrepreneurs, but without adequate managerial and
educational skills, the efforts will be in vain. This suggests that a greater knowledge of
the entrepreneurial environment which can come about through education and
managerial competency will contribute to a more realistic perception about
entrepreneurial activity and would have influence on perceived feasibility and possibly
on desirability. Therefore, it is hypothesised that there is a significant positive

relationship between lack of skill and lack of youth entrepreneurial intention.

3.3.3 Social, cultural and government support

Promoting an entrepreneurial culture is one of the most essential and neglected

components of entrepreneurship development (Schoof & Semlali, 2008: 3). As cultural
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assault by 4.6%; however crimes that éffect the business community have increased.
Burglary at non-residential premises rose by 6.8%, commercial crimes went up by 4.8%
and shoplifting rose by 1.3%. Government acknowledges that, though crime statistics
show a steady decline, crime levels are still unacceptably high. The actual raw number
of robberies at business premises went up by a massive 47.4% from 6,689 to 9,862
between 2006 an 2008. Most of these robberies were on small business premises. This

suggests that the fear of crime can impact on entrepreneurial intention.

Maas and Herrington (2006) in the Global Entrepreneurship Monitor South African

Report agree that crime is one of tF ‘hat influence people negatively'
towards the creation of their own bu 1 Africa. The costs of crime are
higher for small entrepreneurs than | - major crime incident can hit a
small firm very hard and leads to its f » obligations. Crime necessitates

that entrepreneurs invest money in DUJJ#%¥%ars, alarm systems and security
‘companies to ensure that th@' RIKRASTY ff}gi elpqmgf@ﬁiﬁqibprotected. The result is
that crime increases insurance prageithes aod: tovsi drwreases profits. It negatively
impacts on sustainability and success and can cause business closure. Thus, it is
hypothesised that there is a significant positive relationship between risk and lack of

youth entrepreneurial intention.

3.3.5 Market opportunities

According to Ehlers and Lazenby (2007:108) economic forces can influence market
opportunities and ultimately result in prosperity or adversity. Business organizations
have to study the economic environment to identify changes and trends, and their
strategic implications. Economic factors have a direct impact on the potential
attractiveness of various strategies and consumption patterns in the economy and have
significant and unequal effects on organisations in different industries and in different
locations.

Choo and Wong (2009:48) note that, not all aspiring entrepreneurs are successful in

starting a business. The reasons could be attributed to the market appearing not as
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attractive as initially perceived. Individuals who perceive the existence of market
opportunities are more likely to make the decision to start a new business. On the other
hand, if the individuals have negative perception regarding the environment of the

business, they might decide not to start their own business.

The current economic downturn in South Africa suggests that it will be a difficult time for
aspiring entrepreneurs. Coleman and Cohn (2000:82) state that an economic down-turn
usually impacts negatively on entrepreneurs especially new ones that have just entered
the market, do not have many loyal customers and cannot reduce prices. Mollentz
(2002) affirm that market issues and products are the most important

factors that positively influence new S|

South Africa’s current economic envil sterised not only by high interest
rates but also by low growth rates (Iowvron and volatile exchange rates. In
addition, the country has justg;ﬁ %fgff}pfgtfaf;?gﬂoﬂﬁieéession for the first time
in seventeen years due mainly tg jg@ tilop2h FTepeifia daeltdown. These factors can
create a barrier to youth entrepreneurship. Thus, it is hypothesised that there is a
significant positive relationship between weak market opportunities and lack of youth

entrepreneurial intention.

3.4 SUMMARY

This chapter reviewed the literature on the triggers and the barriers to youth
entrepreneurial intention. Some of the triggers identified include the need for self
actualisation through being own boss. Both push and pull factors were highlighted.
Empirical studies reviewed were specifically on access to finance, financial support
offered by government, managerial competency and educational skills as well as social
and cultural factors. It was found from the studies reviewed that these factors impose a
barrier to youth entrepreneurial intention. In addition, the literature on the possible

triggers to entrepreneurship was also reviewed. Intrinsic factors, extrinsic factors as well
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4.2 RESEARCH DEFINED

According to Cooper and Schindler (2003:33) research is the way of gathering facts and
data which can be used to get insight and eventually draw conclusions on a prevailing
condition. Wheather and Cook (2000:11) define research as the systematic process of
collecting, analysing and interpreting data to increase the understanding of a

phenomenon or concern of interest.

4.3 BUSINESS RESEARCH PROCES "™

Business research is the systematic orocess of planning, gathering, .
analysing and reporting data which ‘0 solve a specific problem or
opportunity (Cant, Gerber-Nel, Nel & Kol Sillll#28). Business research process is a

sequence of steps in the EYﬁTV@fPSPWEGPTQﬁ $ajysis of business data. It
describes how the research is deslgrget apt impléraetiwadCant et al., 2003:29).
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e Survey

Wheather and Cook (2000:195) note that the broad area of survey research

encompasses. any measurement procedures that involve asking questions to
respondents. A survey will ask a series of questions that require answers from these
groups which are then analyzed at the end of the survey when the participant level has
been reached. In survey research, the researcher selects a sample of respondents from
a population and administers a standardized questionnaire to them. The study used
survey research for the following reasons as pointed out by Cooper and Schindler
(2003:663):

» Surveys are relatively inexpens f-administered surveys).

» Surveys are useful in describi istics of a large population. No

other method of data collection Jeneral capability.

» Surveys can be ad%ﬁ/z&% fﬂg} (5?"198 {oﬁﬁﬁ—j using mail, email or

telephone. Consequently, yeyy Jgigp SaPRIRS effedeasible, making the results
statistically significant even when analyzing multiple variables.

| The study followed the survey research process as pointed out by Gerber-Nel ef al.,

(2005:94):
» The population to be studied was defined.
» A representative sample was selected.
» Data was collected through the use of self-administered questionnaires.

» SPSS (Statistical Package for Social Sciences) was used to tabulate and analyse

the sample to produce various sample statistics.

> Inferences were made from sample statistics to population parameters of

interest.
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¢ Methods of conducting survey research

Gerber-Nel et al. (2005:94) suggest that surveys can be divided into four major types:
personai interviews, telephone surveys, mail surveys and self-administered surveys.
Gerber-Nel et al. (2005:94) further define a personal interview (i.e. face-to-face
communication) as a two-way conversation initiated by an interviewer to obtain
information from a participant. The personal interview was not used during data

collection because it is a costly method of data collection.

According to Gerber-Nel et al. (2005:94) telephone interviews take place when

respondents are telephoned in order ' data about a specific research
problem. The researcher decided not interviews because its response
rate is lower than for personal intervie tered questionnaires, responses
to the questions may be less than co of the phone numbers may not

be working making directory listings UNG@%Cooper and Schindler (2}003:430)

describe a mail survey as Wém ?'ﬁf W V\I:Pﬁ[tée researcher selects a

sample of names and addresses W@ﬁ@ﬁsm%@ these respondents with the
aim of collecting data. The researcher decided not to use mail survey because of the

following reasons: the'respondents may not return the questionnaires and mail surveys

are a very slow method of data collection.

Data for the research study was gathered through self-administered questionnaires, as
a way of avoiding limitations associated with the other methods of conducting surveys.
Self-administered questionnaires are research questionnaires personally delivered to
the respondent by the interviewer but completed by a respondent with no interviewer
involvement (Cooper & Schindler, 2003:326). The researcher used self-administered

questionnaires for the following reasons:

» Self-administered questionnaires ensure anonymity and privacy of the
respondents, thereby encouraging more candid and honest responses.

» Self-administered questionnaires have proved to have a higher response rate

than other data gathering techniques such as mail surveys.
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Leech, Barrett and Morgan (2005:79) point out that the decision about which factor to
retain depends on the percentage of the variance accounted for the variable, the
absolute variance accounted for by each factor, and whether the factor can be
meaningfully interpreted. Varimax rotation was used to transform the components into
factors that were more clearly interpretable. To facilitate an easier interpretation of
principal components, factor rotation methods were developed. This research study
uses Varimax orthogonal rotation method. This rotation method is based on the criterion
of maximizing the factor loadings of dominant variables in each principal component.
Varimax rotation facilitates an easier interpretation of factors. Rotation makes it so that,
as much as possible, different items . predicted by different underlying
factors, and each factor explains mort -actors with Eigenvalues greater

than one are usually retained.

e Assumptions of principal compc

A
Leech et al. (2005:80) note tl‘@mix%ﬁ;%fllnejﬁ m&c@ent analysis include:

» Normality: Principal component andlysis i robust to the assumption of normality.

However, if variables are normally distributed, then the solution is enhanced.

> Sampling adequacy: Bartlett's test of sphericity and the Kaiser-Meyer-Olkin
(KMO) measure the sampling adequacy and can be used to determine the
factorability of the matrix as a whole. If Bartlett’s test of sphericity is large and
significant, and if the KMO is greater than .6, then factorability is assumed. The
Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy is an index used to
examine the appropriateness of factor analysis. High values (between 0.5 and
1.0) indicate factor analysis is appropriate. Values below 0.5 imply that factor
analysis may not be appropriate. The KMO tells the researcher whether or not
enough items are predicted by each factor. The Bartlett test should be significant
(i.e., a significance value of less than .05). This means that the variables are
highly correlated enough to provide a reasonable basis for factor analysis (Leech
et al., 2005:82).
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CHAPTER FIVE

RESEARCH RESULTS

5.1 INTRODUCTION

Chapter four presented aspects of the research methodology including the research

design, the sampling method as well ~~ *~= ~=*= =="-stion and data analysis methods
that were used for this study. This ¢ ne the empirical findings of the
study. The results obtained from carr ey will be properly discussed in

this chapter in line with the research o

The objectives of this chapter are twofol ™" GJ#®Ystematically present the findings of

the research study, and (2] I ijespie] W@@PL Pfig ywas analysed using the
principal component analysis, d&sgpettive stabstes, ftest, ANOVA and Pearson

correlation. A summary of findings in line with the hypotheses was also done. Due to

huge volume of data analysis, only the summary results were presented in this chapter.

5.2 EMPIRICAL FINDINGS

5.2.1 Response rate

In Table 5.1 the response rates of both university and high school students are
presented. The response rate for university students was 60.7% and for high school
students was 62.9%. The mean response rate was 61.7%. The results indicated that
high school students responded better to the survey than university students. This can

be attributed to the fact that the researcher is a high school teacher in the study area.
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For my'own satisfaction and , 0.54

growth

To have personal freedom 0.77
To increase my prestige : 0.52
and status

Eigenvalue 14.65 7.98 4.26 3.22 217
Percentage of variance

explained 38.26 16.71 11.51 6.74 4.98
Cronbach’s apha 0.821 310 0.807 0.784

Factor loading less than 0.300 have be
C Total variance explained

According to the results of the princSlllDonent analysis, five factors with
Eigenvalues greater than otg @pvens by @%-300pr oHsg ¢otal variance. The five
factors were further explained by th@cidtetidn swa ofedguares after Varimax rotation.
According to the rﬁles of factor analysis, only factors that have Eigenvalues greater than
one should be retained. In addition, the higher the percentage of total variance, the
greater the contribution of the factor. Four items namely entrepreneurial family culture,
to enjoy myself, to follow the example of someone that | admire and to support my
family had factor loadings lower than 0.300 and were removed. The factor analysis
therefore resulted in the reduction of the twenty item questionnaire to sixteen items and

five underlying factors for university students.
¢ University students

The five factors for triggers for university students are presentéd below in order of

importance as indicated by their contribution to the percentage of total variance.

+» Factor one was extrinsic rewards. The Eigenvalue for the factor is 14.65. The

factor includes three items. This is the most important factor according to the
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To realise my dream 0.525

“environment

Existence of opportunities in 0.602
the market .
Good economic 0.566

Eigenvalue 15.001 4.310 2.205 1.348 1.453
Percentage of variance 2178 | 9.05  |6.79 4.81
explained 41.23

Cronbach'’s alpha 0.865 0.822 0.796 0.753 0.741

Factor loading less than 0.300 have b
Total variance explained

According to the results of the princip: indicated above, five factors with
Eigenvalues greater than one account TS %) of the total variance. The five
factors are further explained Joy %fgtﬂgyroiup 3 stdaige after Varimax rotation.
Seven items namely to enjoy mys#if, o thalléngze opaeelf, availability of support, to
follow examples of someone | admire, to increase my prestige and status,
entrepreneurial family culture and to support my family were removed because they had
factor loadings lower than 0.300. The factor analysis therefore resulted in the reduction
of the twenty item questionnaire to thirteen items and five underlying factors for high
school students. '

¢ High school students

The five factors for triggers for high school students are presented below in order of

importance as indicated by their contribution to the percentage of total variance.

% Factor one was extrinsic rewards. The Eigenvalue for the factor is 15.001. The
factor includes three items. This is the most important factor according to the
factor analysis. Cronbach’s alpha for the factor yielded a value of 0.865,
indicating the reliability of the factor.
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B. Correlation
The Pearson correlation was used to test for the direction and strength of relationship
between entrepreneurial intentions and trigger variables. Table 5.17 below presents the

results of the correlation.

Table 5.17 Pearson’s correlation between trigger variables and entrepreneurial

intention

Factor University students High school students
R | p-value R p-value

Extrinsic rewards 0.846 0.824 0.02

Market opportunities 0.779 0.612 0.01

Intrinsic rewards 0.746 0.767 0.02

Independence and | 0.697 0.699 0.01

autonomy '

Capital Vae  {vof F t|Hare 0.01

Sig. 0.05 (2-tailed) Togethier it Excetterice

e Extrinsic rewards

The scale means of extrinsic rewards for university students and high school students
are 4.47 and 4.32 respectively. The five point Likert scale was used and three is the
midpoint. The mean scores indicated that there is a relationship between extrinsic
rewards and entrepreneurial intention for both university and high school students. The
significance of the relationships was tested through the Pearson’s correlation (R =
- 0.846, p-value = 0.01) for university students and (R= 0.824, p-value = 0.02) for high
school students. The results indicated that there is a significant positive relationship
between extrinsic rewards and entrepreneurial intention for both university students and
high school students. The t- test shows an insignificant difference in the mean scores of

the two sets of respondents.
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The null hypothesis that there is no significant relationship between
independence/autonomy and youth entrepreneurial intention for both university

and high school students is rejected.

Singaporean entrepreneurs were also identified as influenced by the need for
independence/ autonomy (which include the desire to be one’s own boss, have an
interesting job, make one’s own hours, work at a location of one’s choice, take
advantage of a market opportunity, and create one’s own job) as discovered in a study
by Choo and Wong (2009:55).

o Capital
The scale means of the availability ¢ ersity students and high school
students are 3.71 and 3.45 respecti scores indicated that there is a

relationship between the availability o GjjjJ##%nd entrepreneurial intention both

university students and higl*[wéf@fﬁ;tbfr%lf.fa[ﬂlsecorreIation results are:
University students (R = 0.629, p-J@juerh/Of) iBxupiversiy students and (R=0.710, p-

value = 0.01) for high school students. The results indicated that there is a significant
positive relationship between the availability of capital and entrepreneurial intention for
university students and for high school students. The t- test shows an insignificant

difference in the mean scores of the two sets of respondents.

The null hypothesis that there is no significant relationship between the
availability of capital and youth entrepreneurial intention for university students

and for high school students is rejected.

The findings are consistent with Hussain et al. (2006: 587) and Agupusi (2007) that
capital plays a major role in influencing entrepreneurial intention, the absence of which

would create a barrier to entrepreneurial intentionality.
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The results of the ANOVA and the t-test as depicted in tables 5.18 and 5.19 indicated
that there are no significant differences between the demographic and the five trigger

factors.
5.3.5 Barriers to entrepreneurial intention

e Descriptive statistics for barrier variables

Table 5.20 presents the descriptive statistics for barrier variables. Only the results of the

means and standard deviations are presented.

Table 5.20 Barriers to youth entrepr n

High school

ltems | ..ndard Mean | Standard

v_c;eviation deviation
Lack of information UTVeTsSity ;@i H{ortotdaste 214 0.911
Lack of skills S5 %0a (379 0.987
Difficult bank finance 4.70 0.874 4.20 0.868
Can't write business plan ' 423 | 0923 |389 0.888
No family member did it 2.05 0.670 1.06 0.523
Fear of crime 4.89 0.884 4.51 0.914
No opportunity in the market 3.66 0.710 3.63 0.605
Future uncertainty 2.08 0.629 3.04 0.664
Repaying school loans 3.83 0.836 1.03 0.552
Right partner difficulty 1.02 0.555 1.79 0.525
Weak economic environment 3.44 0.634 3.36 0.603
Lack of funding information 4.31 0.799 3.78 0.671
Lack of savings 4.90 0.961 4.79 0.834
Lack of family and friends support 3.33 0.737 1.98 0.673
Lack of collateral 4.75 0.862 3.79 0.775




No one helping 179 | 0.639 = |2.03 0.625
Lack of business experience 4.39 0.884 3.72 0.894
Fear of risk 258 0.718 | 3.66 0.922
No people encouraging T 1.03 0.680 2.55 0.793
No management and entrepreneurial 0.816 3.68 0.980
knowledge 3.57

High registration costs ' 3.36 0.611 3.44 0.733
Don’t have a good idea 3.75 0.847  |4.96 0.918
Don’t have the right contacts 3.50 0.810 3.81 0.771
Not the right time for me, want to do 0.648 4.20 0.982
other things first

| am too young 0.542 3.98 0.621
Involves too much work and effort 0533 3.44 0.658

-

The results for the university Sﬂﬂeh’lsllﬁltgta)fhﬂt(m oil stlvdrgs (4.90), fear of crime
(4.89) and lack of collateral (4.75) #iad fite hi§kest tsans while right partner difficulty
(1.02), no one helping (1.79) and no people encouraging (1.93) had the lowest means.
For high school students, do not have a good idea (4.96), lack of sévings (4.79) and
fear of crime (4.51) had the highest means while repaying school loans (1.03), no family
member did it (1.06) and right partner difficulty (1.79) had the lowest means.

e Principal component analysis of barrier variables
This section will present the results of the principal component analysis for the

barrier variables.

A) BTS AND KMO

For factor analysis to be used, the BTS and KMO test of appropriateness were carried
out accordingly. The results for both university students and high school students are
presented in table 5.21
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compared to university students as shown by their scale means and ranking of factor

loading. That being the case, the difference though is insignificant.

C Correlation

The Pearson correlation was used to test for the direction and strength of relationship
between entrepreneurial intentions and barrier variables. Table 5.25 below presents

results of the correlation.

Table 5.25 Pearson’s correlation t variables and entrepreneurial
intention |
Factor ' Universi High school students
r r p-value
Capital 0s7e WY o2 0.01
Skill B Vaann ot  |[Hae 0.03
Support 0.733  thegapl U Nge27 0.02
Market 0.640 0.01 0.548 0.02
Risk 0.612 0.03 0.719 0.04

Sig. 0.05 (2-tailed)

e Capital

The scale means of the availability of capital for university students and.high school
students are 4.31 and 4.05 respectively. The five point Likert scale was used and three
is the midpoint. The mean scores indicated that there is a relationship between
availability of capital and entrepreneurial intention for both university and high school
students. The significance of the relationships was tested through the Pearson’s
correlation (R = 0.876, p-value = 0.01) for university students and (R= 0.822, p-value =
0.01) for high school students. The results indicated that there is a significant positive

relationship ‘between availability of capital and entrepreneurial intention for both
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The null hypothesis that there is no significant relationship between lack of
market opportunities and lack of youth entrepreneurial intention for both

university and high school students is rejected.

In a study by Robertson ef al. (2003:311) in the United Kingdom, respondents showed
that they did not start up their own business because they did not have a business idea

or market opportunity which they perceived to be vital.

e Risk

The scale means of risk for university jh school students are 3.16 and
3.81 respectively. The mean scores i ‘e is a relationship between risk
and entrepreneurial intention for b 1d high school students. The

Pearson’s correlation results are: Univer SQijjjj#ts (R = 0.612, p-value = 0.03) and

(R=0.719, p-value = 0.04) fowﬂwma}]gﬂwF }'Pf ﬁﬂlfseindicated that there is a

significant positive relationship bedyegh Fshk #n¢ Eebrrreneurial intention for both
university students and high school students. The t-test shows an insignificant

difference in the mean scores of the two sets of respondents.

The null hypothesis that there is no significant relationship between risk and lack
of youth entrepreneurial intention for both university and high school students is

rejected.

The fear of failure is a barrier that still remains implanted in many potential
entrepreneurs because the social consequences of failure are severe. Since firm entry
involves considerable risk, with survival chances that are difficult to assess, many

potential entrepreneurs are discouraged from entry (Martins et al., 2004).
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To take advantage of my creative talent is one of the major intrinsic reward items that
trigger entrepreneurial intention. It is therefore important that education curriculum
include the encouragement of creativity within the students. From the results it can be
noted that when one is creative, he/she would develop self confidence and would want
to implement such creativity in entrepreneurship. Entrepreneurs are known to be
creative» and innovative, thus if one is taught to be creative, chances are that he/she

- would try to implement that talent through entrepreneurship.

Youths need to learn and have enoug ifferent aspects of management,
finance, marketing and other busine s so that they will be able to
possess the positive attitude such as decisions. Such would give self
confidence and result in youths havil lependence/ autonomy. Hence,

they would prefer self employment in RjJj#oking towards being employed by
someone. As McStay (2008)@%%13%5&9 ﬁh}pﬁi‘uﬁs qf Cffé-employment intentions
are positively associated with botmtbg@mtgrencg foetieareer in self-employment based
on both an individuals’ desirability of seif-employment and entrepreneurial self-belief

measures.

Availability of capital is also a trigger of entrepreneurial intention. Capital involves both
human and financial resources. More youths should be educated s0 that they would
offer their services in newly established enterprises. Youths should also prepare
themselves for credit facilities. That is they should have their own savings and have
so.me collateral which they would use as security for borrowing. However, though it
would be difficult for youths coming from school that had never had employment before
to have such savings and collateral, government should intervene and be the surety for
youths when they seek support from private sector. Also, government support
programmes such as Technology of Women In Business (TWIB), Small Enterprise
Development Agency (SEDA) and Umsobomvu Youth Fund (UYF) should be made
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opportunities. Entrepreneurial education thus provides basics of such practical business
practices. Low levels of financial literacy can influence the degree to which
entrepreneurs access formal sources of finance. These practices should broaden efforts
to ensure that a high level of financial literacy is universal to prospéctive entrepreneurs.
Entrepreneurship education should be made accessible to all tertiary learners in order

to be equipped for business practices.

In addition, expert financial training greatly increases the chances of entrepreneurs

securing appropriate and affordable finance. To develop further entrepreneurial finance

skills and competencies, government rganisations such as the South
African Banking Association to de ycusing on finance skills and
competencies. In addition, there is tt ¢ national, regional or specialist
support and resources to drive up the surship rate. There is an evident

skills mismatch between what skills youﬂveurs developed in higher education
and what they need in ordem%&egﬁﬁp%pﬁeﬁsf I\_/ng. Jt is recommended that
university students and high schoglpgfugipis shEwHeklR fexindustrial attachments for at
least a year during their study to gain valuable business and technical experiences.

Educational institutions should introduce and strengthen entrepreneurial education.
When learners are oriented into entrepreneurship from an éarly age, it becomes easier
to develop successful ventures. Presently, entrepreneurship is predominantly been
presented to students in management, business and economic related courses and not
to students in all the faculties in the universities in South Africa. The model introduced
by Achievers University in Nigeria can be adapted to improve entrepreneurship training
in South Africa. At Achievers University, learners are taught in their respective
disciplines like Engineering, Economics and Agriculture. In addition, learners are taught
in one field of entrepreneurship. Learners get two degrees for the price of one. This
implies that students are encouraged to take entrepreneurship as a career rather than

depending on jobs that are not there.
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objective was to recommend the ways to improve youth entrepreneurial intention in

South Africa. This was achieved in chapter six of the study.

6.5 LIMITATIONS OF THE STUDY

Since the study was mainly based on the perceptions of the youths, a limitation might
arise in that possible differences may exist between “perception” and “reality”. Thus
perceptions of youths who have not engaged in entrepreneurship might not reflect the

actual triggers and barriers in the real entrepreneurial world. Another limitation of this

study is that it investigated the trigg to youth entrepreneurship from
students who are in‘the education sysi sre are some youths who are out
of school, who are jobless or have ope ses that would have qualified for
thié study but were nof included. St omitted to avoid the problems

associated with convenience sampling suSSlll®S and under-representation of some
groups. Concentrating on on@nm@gmﬂ}zqgglqdmgpm vghole country also poses
a barrier. This is so because the litevgstlesieigidiffer udeigebvinces such that it might be
possible that those from a province might reflect different trends towards entrepreneurial
intention. Limited resources impacted on the number of universities used. Eastern Cape
has many tertiary institutions such that more than two universities should have been
used as well as colleges and Further Education and Training institutions (FETs) as they

also enrol youths.

6.6 AREAS FOR FURTHER STUDY

Business culture is lacking in most university graduates hence this should be explored
further in a study. Further studies can investigate the barriers faced by actual
entrepreneurs (i.e. youths that have actually started their business). This could help to

reduce the high failure rate of small entrepreneurial firms in South Africa.
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