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ABSTRACT

The notion of entrepreneurial orientation (EQO) is important because it contributes to the
fundamental apprehension of entrepreneurship. Increasingly, attention is being paid by
scholars and policy makers to the concept of entrepreneurial ecosystems (EE) as
incubators of innovation, creativity and entrepreneurship. Though the concept is still in its
embryonic phase, well performing entrepreneurial ecosystems such as the Silicon Valley
in California are the envy of many governments striving for economic success, through
promotion of entrepreneurship. The primary objective of this study was to explore the
relationship between the perceived entrepreneurial orientation of the City of
Johannesburg Department of Economic Development (CoJ-DeD) and the perceived City
of Johannesburg'’s (CoJ) local EE performance. EO of an organisation, for the purpose of
this study, is reflected in the organisation’s innovativeness, proactiveness and risk-taking
abilities while EE was measured by the three variables, opportunity exploitation (OE),
opportunity recognition (OR) and entrepreneurial activity (EA).

The data relating to the perceived city’'s EE performance was from 109 usable
questionnaires collected from a target sample size of 150, the sample’s population was
comprised of nascent entrepreneurs, early start-up and established business owners in
the CoJ. The data concerning perceived EO of CoJ-DeD officials was from 46 usable
questionnaires, this sample was collected from a population of 50 CoJ-DeD officials,
comprised of middle and senior managers. The measuring instruments construct validity
was evaluated by means of Cronbach alpha coefficients and principal component
exploratory factor analysis. The Welch's t-test was utilized to assess the study’s

conceptual framework model.

The results showed that EO of the CoJ-DeD officials is defined by proactiveness,
innovativeness and risk-taking and the city’s local EE perceived performance is defined
only by opportunity exploitation and opportunity recognition. The results also showed a
positive relationship between innovation and opportunity recognition, proactiveness and

opportunity recognition and between risk-taking and opportunity recognition. It is

Vv



recommended that entrepreneurship becomes the dominant strategic thinking in the CoJ

to help unlock opportunities and new sources of value, services and innovation.

Keywords: Entrepreneurial orientation, Entrepreneurial ecosystem, City of

Johannesburg
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CHAPTER 1: INTRODUCTION

1.1 Introduction

The global economy is at the dawn of the fourth industrial revolution (4IR), this revolution,
according to Schwab (2016), is all inclusive and far-reaching in unprecedented ways. The
type of workers that will survive the 4IR are likely going to be those with grit, creativity
and an entrepreneurial spirit (Keywell, 2017). The City of Johannesburg (CoJ) is not
excluded from the global economy’s volatility and uncertainty and, to survive this, Druker
(1985) cautioned that large organisations will have to adopt entrepreneurial capabilities.
In this regard, being entrepreneurial can be instrumental for a firm to achieve success,
however, most of the empirical research on entrepreneurship has been directed towards
individual level analysis, although recently research attention has been focused on
entrepreneurship as a firm level behaviour and a process that occurs in organisations of
all sizes and types (Anderson, Kreiser, Kuratko, Hornsby & Eshima, 2015; Wiklund, 1999,
Kuratko, Morris & Covin, 2008).

The process requires both the entrepreneurial agent and the event, the latter being the
development of new products, services, processes or entity, the agent is the individual or
group that is responsible for materialisation and exploitation of the event (Kuratko et al.,
2008). Miller (1983) made the distinction between an entrepreneurial and non-
entrepreneurial firm, suggesting that an entrepreneurial firm as one that is innovative, risk
taking and proactive in the marketplace. The decision-making practices, managerial
philosophies, and strategic behaviours that are entrepreneurial in nature therefore reflects
the organisation’s inclination towards entrepreneurship or its entrepreneurial orientation
(EO) (Anderson et al., 2015). Lumpkin and Dess (1996) further suggested that the critical
dimensions that distinctly characterizes the EO of any institution will be the institution’s
propensity to act autonomously, innovate, take risks, be aggressive toward competitors
and proactive relative to marketplace and opportunities. Therefore, an entrepreneurial
organisation has agents who possesses innovative, risk-taking and proactive behaviours
and, because of these behaviours, they are able to bring an entrepreneurial event to
fruition. The question is, if major private corporations can be entrepreneurial, what about



those outside the private sector scope, is it even practical to talk about entrepreneurship
in the context of governments and non-profit organisations? (Kuratko et al., 2008). In this
regard, the authors argued that entrepreneurship has the same fundamental dimensions
in private sector when applied to a non-profit or public sector framework. Entrepreneurial
ventures have been the dominant driving force for economic growth for decades,
however, much of policy makers and scholars focus has been towards the efforts that
leads to venture creation and emergence and less on the supportive environment and the
role of state organisations in entrepreneurship ecosystems (Callaghan & Venter, 2011;
Fuerlinger, Fandl & Funke, 2015, Fairlie, 2012).

The purpose of this study was to determine the relationship between the perceived EO of
the City of Johannesburg Department of Economic Development (CoJ-DeD) officials and
the perceived CoJ local entrepreneurial ecosystem (EE) performance. The EO of an
organisation, for the purpose of this study, is reflected in the organisation’s ability
innovativeness, proactiveness and risk-taking abilities while EE is measured by the three
variables opportunity recognition, (OR) and exploitation (OE) and entrepreneurial activity
(EA) (Miller, 1983; Justo, De Castro & Maydeu-Olivares, 2008).

1.2 Context of the research study

The CoJd owes its origin and growth to the discovery of gold in 1886 on a farm called
Langlaagte in the Transvaal now Gauteng Province (Callinicos, 1980). The news of the
discoveries spread throughout the country and the rest of the world leading to arguably
one of the world’s greatest gold rushes, as the then dusty mining camps transitioned from
being a tent town to wood, and then brick and mortar within a decade or two (Davenport,
2016). The modern-day CodJ (Figure 1.1) is home to an estimated 4.4 million people and
the only metropolitan municipality in South Africa that contributes 16% to the national
economy; the city is ranked number 1 in Africa and 11 globally as the best emerging
market economy centre of commerce (Stats SA, 2011; City of Johannesburg, 2018).
Located in a province that has an economy approximately the same size as that of
Morocco, Gauteng Province, CoJ has the highest rate of business and employment



activity in South Africa and as a result it also has the largest in-migration of entrepreneurs
and job-seekers comprised of multinational firms and informal traders attracted by the
city’s perceived business opportunities (Stats SA, 2018; City of Johannesburg, 2018).

One of the main socio-economic challenges facing South Africa is unemployment,
especially among its youth. According to Stats SA (2019), unemployment rate in the
country was 27.1% during fourth quarter of 2018, this crisis is also one of the city’s major
challenges. Herrington and Wood (2009) argues that South Africa’s private and public
sector has not been able to curb the growing unemployment rate and this has led the
country to focus on entrepreneurship as an alternative solution. Entrepreneurial ventures
play an important role as drivers of economic growth, however entrepreneurial activities
are not isolated from the local context where the entrepreneurs operate, this implies that
both individual entrepreneurial actions and contextual factors are important (Audretsch &
Lehmann, 2005; Audretsch, Keilbach & Lehmannn, 2006; Acs, Desai & Klapper, 2008).

Consequently, in the United States during the period 2000-2010, most of the new jobs
were created by fast-growing technology start-ups and one of the critical elements to their
success was the established start-ups hubs in which they emerged (Fairlie, 2012). These
are places that serve as incubators of innovation, creativity and entrepreneurship and the
two main long-time start-ups hubs in US are Silicon Valley and Boston (Fairlie, 2012;
Porter, 1998; Fuerlinger et al., 2015). They are also beneficiaries of state’s organisations’
active role and interventions in entrepreneurship in the regions (Fuerlinger et al., 2015).
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Figure 1.1: Map of the City of Johannesburg.
(Source Pikitup, 2015).

1.3 Problem statement definition
1.3.1 Main problem

The main purpose of the study is to measure the perceived EO of CoJ-DeD officials. The
perceived performance of the CoJ local municipal EE will also be measured. In the
present study, EO is viewed as the organisation’s ability to be innovative, proactive and
risk-taking, while EE performance will be measured by the variables, opportunity
recognition (OR) opportunity exploitation (OE) and entrepreneurial activity (EA) (Miller,
1983; Justo et al., 2008).



1.3.2 Sub-problems

The research sub problems were the following:

Subproblem 1: To determine the relationship between CoJ-DeD innovativeness
and CoJ local EE performance.

Subproblem 2: To determine the relationship CoJ-DeD proactiveness and CoJ
local EE performance.

Subproblem 3: To determine the relationship CoJ-DeD risk-taking and CoJ local
EE performance.

1.4 Research questions addressed by the study

The objective of the study was the exploration of EO-performance relationship, thus, the
main question was, what is the relationship in practice between the metropolitan
municipal EO and its local EE performance? The present study answered this question
by exploring the relationship between the level of entrepreneurship in the CoJ-DeD
officials, and the performance of the CodJ local EE. In summary, the research questions
addressed in the present study were the following:

1. What is the relationship between the CoJ-DeD innovativeness and the city’s local
EE performance?

2. What is the relationship between the CoJ-DeD proactiveness and the city’s local
EE performance?

3. What is the relationship between the CoJ-DeD proactiveness and the city’s local
EE performance ?



1.5 Knowledge gap and contribution of the research study

The topic of EO is growing but it is still not well explored and most of the research
undertaken has explored the relationship between EO and performance in the United
States of America (Covin, Green & Slevin, 2006; Frank, Kessler & Fink, 2010). Lotz and
van der Merwe (2013) notes that in South Africa there is limited research that has been
conducted specifically to explore the relationship between EO and performance. The
current study contributes to knowledge by exploring the relationship between EO and

performance from an emerging market economy and public sector perspective.

The notion of EE as a new concept has gained attention among policy makers and is also
popular in the understanding of zones and regions of high-growth entrepreneurship and
new business initiatives cultivation (Spigel, 2015; Stam, 2015; Stam & Spigel, 2017: 2;
Daniels, Medlin, O’'Connor, Statsenko, Vnuk & Hancock, 2017). However, despite the
concept popularity, as a theoretical concept, EE is still underdeveloped and not yet well
understood (Spigel, 2015; Fuerlinger et al., 2015). It is also the subject of much debate
among scholars with some questioning its significance and others its legitimacy, while
others argue that there is much about the concept that is problematic (Spigel, 2015;
Daniels et al., 2017). The present study contributes to the knowledge of EE by exploring
the variables; i.e. OR, OE and EA, as variables that influence the performance of the CoJ

local entrepreneurial ecosystem.

1.6 Delimitations of the research study

Firstly, the study was confined to the Gauteng province and focused only on the Cod. The
CoJ contributes about 16% to South Africa’s national Gross Domestic Product (GDP) and
is the largest metropolitan municipality in South Africa by population, size and diversity of
its economy (City of Johannesburg, 2018; City of Johannesburg Integrated Development
Plan 2018/19 Review, n.d). Secondly, the chosen population of interest within the CodJ for
perceived EO measurement was DeD officials. According to the City of Johannesburg
(2018), the DeD is responsible for the overall implementation of the city’s economic

development strategy.



The second population of interest in the study was comprised of nascent entrepreneurs,
early start-ups and established business owners within the CoJ. Entrepreneurs are
important in the creation of an ecosystem and keeping it healthy (Stam, 2015). This
sample was preferred because it represents entrepreneurial actors that are currently

consuming the CoJ’s local EE.

1.7 Definitions of terms
1.7.1 Entrepreneurial Orientation

Miller (1983: 770) describes entrepreneurship at firm level as the “process by which
organisations renew themselves and their markets by pioneering, innovation and risk-
taking”, based on this conception. The Miller/Covin and Slevin conceptualization is the
most dominant perspective of EO, describing firms with an EO as those that are
innovative, proactive and risk taking (Anderson et al., 2015). In the present study, EO of

any firm or organisation is viewed based on the Miller/Covin and Slevin conceptualization.

1.7.2 Entrepreneurial Ecosystem

Spigel (2015: 50) defines an EE as a combination of “localized cultural outlooks, social
networks, investment capital, universities and active policies that creates environments
supportive of innovation-based venture”. Dubini (1989:14) suggests that entrepreneurial
ecosystems are characterized by “the presence of family businesses and role models, a
diverse economy, a strong business infrastructure, available investment capital, a
supportive entrepreneurial culture, and public policies that incentivize new venture

creation”.



1.8 Assumptions of the research study

The research study had the following assumptions,

Assumption 1: The participants will answer all the questions in the research
instrument honestly and have a sincere interest in taking part in the research and
do not have any other motives, the inclusion criteria of the population of interest is
adequate and appropriate for the study.

Assumption 2: The CoJ-DeD officials are the true and suitable population for
measuring perceived EO of the city and the nascent entrepreneurs, early start-ups
and established business owners are the true and appropriate population for
measuring the perceived EE performance of the CoJ.

Assumption 3: The underlying dimensions for measuring the performance of an
entrepreneurial ecosystem are opportunity recognition, opportunity exploitation

and entrepreneurial activity.



1.9 Conclusion

This chapter has provided the research context, purpose, research questions, knowledge
gap and the study’s contribution. The chapter presented the study’s delimitations,
definitions of key terms and the research assumptions. The next chapter presents the
literature review, the main focus is on the EE and EO dimensions and their relationship

with performance.



CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This chapter firstly presents the literature review on EE and dependent variables,
opportunity recognition, opportunity exploitation, entrepreneurial activities. Secondly, the
review of literature on EO and its dimensions is presented. The study’s formulated
hypotheses, based on literature, are also presented. Lastly, the chapter focuses on

presenting the study’s conceptual framework and conclusion of literature review.

2.2 Dependent variables
2.2.1 Entrepreneurial Ecosystem

The EE construct draws from a lineage of scientific inquiry by scholars from economic
geography and economics all striving to give an explanation as to why businesses cluster
together in a geographical location and the benefits derived by businesses from clustering
(Mason & Brown, 2014) and, according to Acs et al. (2017), it is rooted in strategy and
regional development. The concept of EE has drawn attention and focus of public sector
policy makers in a short period of time (Isenberg, 2010, 2011; Mack & Qian, 2016; Spigel,
2015).

Isenberg (2011) proposed the following six key domains for EE: public sector, financial
institutions, academic institutions, private sector, culture and infrastructure. Spigel (2015)
notes that EEs are a blend of social, political, economic and cultural elements in a
particular region all acting together, supporting the development and growth of innovative
new ventures and their combination also encourages nascent entrepreneurs and other
entrepreneurial actors to undertake funding for high risk ventures. Mason and Brown
(2014: 5) defined EE as “a set of interconnected entrepreneurial actors, entrepreneurial
organizations, institutions and entrepreneurial processes which formally and informally
cleave to mediate and govern the performance within the local entrepreneurial

environment”.
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Based on Isenberg (2011), Spigel (2015) and Mason and Brown (2014 ) perspectives, the
CoJ governs and mediates performance of its own EEs along with other entrepreneurial
actors, focusing primarily on supporting and developing new venture creation. The
performance of an EE is perceived to be driven by the interplay between its
entrepreneurial actors, individuals, organisations and institutions (Mason & Brown, 2014)
(Figure 2.1). A municipality is thus an entrepreneurial actor of an EE. According to Mason
and Brown’s (2014) and Isenberg’s (2011) conceptualization, it influences the
performance of its own local EE. The agreement on the performance measurement of an
EE and the method of its detection is still a work in progress, the variables used in the
present study to measure the perceived performance of the CoJ local EE are, opportunity
recognition, opportunity exploitation and entrepreneurial activity (Acs et al., 2017; Justo
et al., 2008).

Figure 2.1: Entrepreneurship Ecosystem (EE).

(Source, Isenberg, 2011).
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2.2.2 Opportunity recognition and exploitation

Park’s (2005) study on opportunity recognition and product innovation in high-tech start-
ups suggests that the opportunity recognition process has the following three
components: entrepreneur, knowledge and experience of the firm and technology.
According to Park’s (2005) proposed model, new product innovation manifests as a result
of the interaction between the three individual components of the opportunity recognition
process (Figure 2.2)

Institutionalising INNOVATIO\
Alertness and New Markets
Knowledge
Development
- Knowledge Customer
T'he Requirements
and !
Entrepreneur . .
Embracine Risk Experience
of the Firm
Technology
Driving Expertise
Growth
Market Driven Technology | External
Innovation T'echnology
Culture Providers

Figure 2.2: Opportunity recognition process.

(Source: Park (2005, p750)

In defining entrepreneurship, the authors Stevenson, Roberts and Grousbeck (1989) and
Shane and Venkataraman (2000: 218) noted the significance of the opportunity
component with the latter authors concluding that entrepreneurship involves “the study of
source of opportunities, the process of how they are discovered, evaluated and exploited
and individuals that are responsible for opportunity, discovery, evaluation and
exploitation”. The authors (Kurkertz et al., 2017: 92) suggest that opportunity recognition
is characterized by “being alert to the potential business opportunities, actively searching
for them and gathering information about new ideas on products and services”.
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Herrington, Kew and Mwanga (2017) also suggested that the perception of good
opportunities by individuals is a critical factor in determining the possibilities of those
individuals creating a new venture in their local environment and is also a measure of
their attitude towards entrepreneurship. Shane and Venkataraman (2000) argued that the
recognition of an entrepreneurial opportunity by an entrepreneur is good but is insufficient
for entrepreneurship, the recognised opportunity must be exploited. Opportunity
exploitation is characterised by the development of a product or service related to the
perceived entrepreneurial opportunity, acquisition of appropriate human resources,
financial resources, and setting up the organization (Kurkertz et al., 2017: 92).

2.2.3 Entrepreneurial activity

In the present study, entrepreneurial activity is viewed according to Justo et al.’s (2008)
conceptualisation, which assumes that EA is affected by the social context in which it
occurs and measures the entrepreneurs personal network in combination with their
propensity to commence an entrepreneurial activity. According to Justo et al. (2008) this
perspective allows for a better-off measure of the effect and potency of entrepreneurial
behaviour, the authors also suggest that a measure of EA is important but is inadequate
if it fails to examine the entrepreneurial social environment and its effect on the potential
for new venture creation. Table 2.1 summarizes variables used in the present study to

measure EE performance.
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Table 2.1: Summary of EE performance variables.

Focal Entrepreneurial

Phenomenon Description Authors
Being alert to the potential business opportunities,
actively searching for them and gathering (Kurkertz et al., 2017;
Opportunity Recognition (OR) information about new ideas on products and Shane & Venkataraman,
services. Its three components are the 2000; Herrington et al.,
entrepreneur, the knowledge and experience of 2017, Park, 2005)

the firm and technology.

The development of a product or service related to

. o the perceived entrepreneurial opportunity, the (Kurkertz et al., 2017;
Opportunity Exploitation (OE) o .
acquisition of appropriate human resources, Shane & Venkataraman,
financial resources, and setting up the 2000)

organization.

Assumes that EA is affected by the social context
in which it occurs and measures the
Entrepreneurial Activity (EA) entrepreneur’s personal network in combination (Justo et al., 2008)
with its propensity to commence an

entrepreneurial activity.

2.3 Independent variables Entrepreneurial Orientation

EO has its theoretical foundations in management strategy domain (Lotz & van der
Merwe, 2013). Anderson et al. (2015) traced the construct’'s genesis to the work
conducted by Mintzberg (1973) and Kwandalla (1977), it is well established in
entrepreneurship and broader management and has been extensively used in the field of
strategy (Wales, 2016). The number of articles published in the last 20 years on the topic
testifies to its robustness and rigor as a scientific construct (Rauch, Wiklund, Frese &
Lumpkin, 2004). Mintzberg (1973) lists the entrepreneurial mode as one of three modes
identified in strategy making and Miller (1983) made a distinction between an
entrepreneurial and non-entrepreneurial firm, describing an entrepreneurial firm as one
that is innovative, risk taking and proactive. Covin and Slevin (1989) suggested the
existence of a continuum employed to map a firm’s strategic behavioural orientations and

that it had two extreme ends ranging from more conservative to more entrepreneurial,
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with the entrepreneurial end being defined by innovativeness, proactiveness and risk-
taking.

The meta analyses work on EO affirms the Miller/Covin and Slevin conceptualization as
the most dominant perspective of EO, describing firms with an EO as those that are
innovative, proactive and risk-taking (Anderson et al., 2015). Lumpkin and Dess (1996)
proposed additional two dimensions, autonomy and competitive aggressiveness, which
they argued are essential to EO and congruent with Miller's (1983) conceptualization.
Based on Lumpkin and Dess (1996), the critical dimensions that distinctly characterizes
EO are: autonomy, innovation, competitive aggression, risk-taking and proactiveness
relative to the marketplace and opportunities. The authors further suggested that EO
displays the organisational processes, the methods and styles that are employed by the
firm in its entrepreneurial undertakings. EO is equivalent to a business-level strategy
carried out by an undiversified economic entity, it is, in essence, the firm’s strategic

posture towards entrepreneurship (Lumpkin & Dess, 1996; Anderson et al., 2015).

A point of contention among EO scholars is related to the two principal perspectives on
how the construct is conceptualized, that is, whether EO is unidimensional or multi-
dimensional (Lotz & van der Merwe, 2013; Gupta & Pandit, 2012). Based on earlier
contribution by Miller (1983) dimensions of the EO construct were perceived to co-vary
and EO was viewed as a unidimensional construct, comprised of the three dimensions:
innovativeness, proactiveness and risk-taking. The implications of these unidimensional
conceptualizations of EO meant that the display of one or two EO dimensions by a firm
was not adequate for it to be classified as entrepreneurial, thus, to be regarded as
entrepreneurial, firms needed to display a high level of all three dimensions (Gupta &
Pandit, 2012; Lotz & van der Merwe, 2013). However, Lumpkin and Dess (1996)
expanded on the conceptualization by suggesting that the relationship between EO and
performance is situation specific and that EO dimensions may vary independently and, in
this regard, it was not required for all EO dimensions to be present for a firm to act

entrepreneurially.
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2.3.1 Innovativeness

It is widely accepted in literature that the economist Schumpeter (1934) is among the first
economists to stress the importance of innovation as a driver behind economic growth
and its importance to entrepreneurship (Lumpkin & Dess, 1996; Gupta & Pandit, 2012;
Venter et al, 2015). Gupta and Pandit (2012) outlined a process described as creative
destruction, in this process wealth was created when there was a disruption in the existing
markets’ make-up instigated by the introduction of new goods or services, resulting in the
migration of resources away from the incumbent firms to new firms and ultimately leading
to their growth. The key and critical element in the cycle of creative destruction, according
to Schumpeter (1942), was entrepreneurship, the competitive entry of innovative new
combinations resulting in the dynamic progression of the economy (Gupta and Pandit,
2012).

Innovation is displayed in the organisation’s willingness to forego its currently existing
technologies or practices and to venture beyond current norms, it is the firm’s inclination
towards supporting new concepts, novelty, experimentation and creative processes that
may be transformed into new products, services or processes (Kimberly 1981; Lumpkin
& Dess, 1996). The relationship between innovation and firm’s performance represents
the most significant consensus, with most studies conducted exhibiting a positive
relationship between the firm’s degree of innovativeness and performance (Casillas &
Moreno, 2010). This positive relationship is supported by countless studies (Rauch,
Wiklund, Lumpkin & Frese 2009; Moreno & Casillas, 2008; Kleinschmidt & Copper, 1991;
Subramanian & Nilakanta, 1996). Hence, innovativeness is argued to be the
representation of the firm’s entrepreneurial behaviour (Covin & Miles, 1999) and, because
of its contribution to performance, it may be the most essential component of a firm’s
strategy (Hamel, 2000; Lumpkin & Dess, 1996).

In context of the public sector, an organisation’s innovativeness may involve novel

methods or processes, new services and new organisation forms (Kuratko et al., 2008).

16



It is expected that a municipality with a perceived innovativeness will have a positive
impact on its EE’s performance. Thus, the following hypotheses is suggested:

2.3.1.1 Hypothesis H1a, Hi8 and Hic

H1a: There is a positive relationship between the perceived CoJ innovativeness

and its perceived EE’s entrepreneurial opportunity recognition.

H1g: There is a positive relationship between the perceived CoJ innovativeness

and its perceived EE’s entrepreneurial opportunity exploitation.

Hic: There is a positive relationship between the perceived Cod innovativeness

and its perceived local EE’s entrepreneurial activity.

2.3.2 Proactiveness

Penrose (1959) conducted earlier work on the construct focusing primarily on initiatives
taken by firms in seizing opportunities, the focus then shifted to the response speed of
firms to emergence of opportunities that existed in their environment (Gupta & Pandit,
2012). In their earlier work, the authors Miller and Friesen (1978: 923) argued that how
proactive a firm is in its decision-making process can be ascertained by answering the
question, “Does it shape the environment by introducing new products, technologies,
administrative techniques, or does it merely react?”. Miller (1983) employed
proactiveness in determining firms that were quickest to innovate new products and
services. Proactiveness refers to the business posture of foreseeing and predicting
market future needs and wants so as to create first-mover advantage (Madsen, 2007).
According to Wiklund and Shepherd (2005), because of first-mover advantage, business
assumes a privileged position where it can control access to the market by dominating
distribution channels and by charging high prices for goods and services, in essence,
first-mover organisation skims the market ahead of the competition. It is also important to
note that the first-movers are not always successful, the market does not always easily
adopt new products and breakthrough technologies, hence, careful examination of the
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environment and feasibility studies are required before a competitive advantage focused
proactive strategy can be undertaking (Dess & Lumpkin, 2015).

Lotz and van der Merwe (2013) argued that a business can still be able to achieve novelty
in its undertaking and be progressive and fast without being first in the market. In this
regard, Gupta and Pandit (2012) noted that though being the first-mover is still considered
being proactive, more recent definitions of the dimension have moved away from the first-
mover component as the central defining variable for the construct. Venkataraman (1989)
posited that proactiveness is the process which is focused on anticipation and on action-
taking for future needs by pursuing new opportunities, such as the introduction of new
products ahead of the competitors or the strategic elimination of business operations that
are in a declining or mature stage of their life cycle. In essence, proactiveness refers to
the organisation’s keenness on initiating actions that the competitors respond to (Gupta
& Pandit, 2012). The authors Rauch et al. (2009) found that proactiveness is an integral
dimension of EO that displays a strong positive relationship when compared to business
performance, while the authors Casillas and Moreno (2010) also discovered that

proactive firms showed superior performance and growth.

The most essential proactiveness characteristic in the public sector involves the
imaginative interpretation of rules, skills at networking and leveraging on resources and
also a high level of determination and endurance in the process of influencing change
(Kuratko et al., 2008). It is expected that a municipality with a perceived proactiveness
will have a positive impact on its EE’s performance. Thus, the following hypotheses are

proposed:

2.3.2.1 Hypothesis Hza, H2s and Hzc

H2a: There is a positive relationship between the perceived CoJ proactiveness

and its perceived EE’s opportunity recognition.

H2g: There is a positive relationship between the perceived CoJ proactiveness
and its perceived EE’s entrepreneurial opportunity exploitation.
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Hzc: There is a positive relationship between the perceived CodJ proactiveness

and its perceived local EE’s entrepreneurial activity.

2.3.3 Risk taking

According to the authors Lumpkin and Dess (1996) and Gupta and Pandit (2012), the
risk-taking behaviour by the entrepreneur were first proposed in the conceptualization of
the notion of entrepreneurship by Cantillon (1734). Cantillon (1734) was first to formally
use the term entrepreneurship, the author posited that the main element which
differentiated entrepreneurs from hired employees was the uncertainty and riskiness
associated with the notion of self-employment. Risk-taking involves actions of committing
a sizeable amount of resources to endeavours that have uncertain outcomes (Baird &
Thomas, 1985). In a similar vein, Miller and Friesen (1982) defined risk-taking as “the
degree to which managers are willing to make large and risky resource commitments,

that is those which have a reasonable chance of costly failures”.

Baird and Thomas (1985) identified the following modes of strategic risks: venturing into
the unknown and committing somewhat large rations of assets and also borrowing
heavily. The operations of any business organisation have an inherent risk (Von Stamm,
2008), however organisations with an EO are typified by above normal risk-taking
behaviours such as heavy borrowing, investing in unexplored technologies or bringing
new products into new markets (Lumpkin & Dess, 1996).This risk does not imply
gambling, blind optimism or extreme and uncontrollable risk but rather moderate and well-
calculated risks (Morris, Kuratko & Covin, 2008); Venter, Urban, Beder, Oosthuizen,
Reddy & Venter, 2015)) taken in the interest of obtaining high returns by exploiting market
gaps (Bhardwaj, Agrawal & Momyaya, 2007).

The relationship between risk taking and successful performance of a business is not
clear in the literature (Rauch et al., 2009). Wiklund and Shepherd (2005) note that
strategies that are riskier may result in performance variation because of the failure and

success of projects undertaken based on risky strategies. Gupta and Pandit (2012) also
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note that research indicates that taking excessive risks may result in variant business

performance, however, in the long run this will prove profitable.

Kuratko et al. (2008) argued that, in the public sector sphere, risk-taking tends to involve
the undertaking of calculated probability of loss or financial resources or stakeholder
support failure, the authors also argued that non-profit organisations fail but the difference
with the private sector is that they typically don’t go out of business or incur bankruptcy.
Failure in government organisations is typically in the form of government programs and
service delivery (Kuratko et al., 2008). It is expected that a municipality with perceived
risk-taking will have a positive impact on its EE’s performance. Thus, the following

hypotheses are proposed:

2.3.3.1 Hypothesis H3a, H3s and Hsc

Hsa: There is a positive relationship between the perceived CoJ risk taking and
its perceived EE’s entrepreneurial opportunity recognition.

Hsg: There is a positive relationship between the perceived CoJ risk-taking and
its perceived EE’s entrepreneurial opportunity exploitation.

Hsc: There is a positive relationship between the perceived CoJ risk-taking and

its perceived local EE’s entrepreneurial activity.

Table 2.2 presents EO dimensions literature review summary.
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Table 2.2: Summary EO dimensions for the study.

may be transformed into new products, services or

processes

Focal Description Authors

Entrepreneurial

Phenomenon

Innovativeness | The firm’s inclination towards supporting new concepts, | Schumpeter, 1934;
novelty, experimentation and creative processes that | Kimberley, 1981; Miller,

1983; Covin and Slevin,
1989; Lumpkin and Dess,
1996;

that the competitors respond to.

Risk-taking The organization’s willingness to confidently act without | Cantillon, 1734; Miller,
certainty of consequences, the organization is also | 1983; Covin and Slevin,
willing to let go of its old procedures that may have | 1989; Lumpkin and Dess,
worked in the past in order to undertake a riskier | 1996; Venter et al., 2015
alternative.

Proactiveness Refers to the organisation’s keenness to initiate actions | Penrose, 1959, Miller,

1983, Covin and Slevin;
Lumpkin and Dess, 1996;
Gupta and Pandit, 2012
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2.4 Conceptual framework model

The current study conceptualizes the framework below (Figure 2.2) to demonstrate the
relationship between EO dimensions, innovativeness, proactiveness and risk-taking
(independent variables) and EE chosen performance variables, opportunity recognition,
opportunity exploitations and entrepreneurial activity (dependent variables). The
hypothesized model relationships conceptualization is informed by the literature review
discussion presented above (Miller, 1983; Covin & Slevin, 1989, Lumpkin & Dess, 1996;
Isenberg 2010, 2011; Shane & Venkataraman, 2000; Kurkertz et al., 2017 and Justo et
al., 2008).

| Innovativeness

Opportunity
Recognition

Opportunity
Exploitation

| Risk-taking Entrepreneurial\

‘ Activity

Entrepreneurial Orientation (EO) Entrepreneurial Ecosystem (EE)
dimensions. performance variables.

{ Proactiveness

Figure 2.3: Conceptual framework model.
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2.5 Conclusion

The chapter presented the literature review on EO and its dimensions and the relationship
between the EO dimensions and performance. The literature review on EE and the
chosen variables that represent its perceived performance were also presented. The
formulated research hypotheses were presented. The conceptual framework depicting
the relationship between the independent and dependent variables based on the study’s
hypotheses were presented.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

This section describes the research methodology employed in the study. The research
paradigm, approach appropriateness and assumptions are discussed first. Second, the
research design is discussed followed by population, sample and sampling method. Third,
the research instrument utilized is discussed, followed by data analysis process. Fourth,
the validity and reliability of measuring scales are discussed. Lastly, the limitations and

ethical issues in relation to research instrument employed are presented.

3.2 Research paradigm

The study’s research paradigm is positivism. According to Cupchik (2001), positivists are
concerned with finding specific functional relationships between operationalized variables.
The positivistic paradigm research approach uses quantitative research to test hypotheses
and theory and quantitative research is primarily concerned with answering the questions
relating to the existence or non-existence of relationships of measured or assessed
variables with the intention of providing an explanation, predication and controlling the
phenomena (Leedy & Omrod, 2005: 94-95).

The current study was quantitative methodology based, meaning, the study used
quantitative methods based on literature and research instruments to measure the
relationship between Cod perceived EO and the perceived performance of its EE. The
study identified the dimensions of EO, innovativeness, proactiveness and risk-taking as
independent variables to be analysed and chose variables that influence the performance
of an EE as OR, OE and EA as the dependent variables of the study, the variable’s
relationship was tested to confirm or not confirm the objective knowledge of how they
relate.
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3.3 Research Design

The present study is based on a quantitative research design similar to other empirical
studies on EO-performance relationship which found a positive relationship between EO
and firm performance (Morris, Kuratko, & Covin, 2011; Covin & Slevin 1989; Lumpkin &
Dess, 1996; Wiklund & Shepherd, 2005; Zahra & Covin, 1995; Madsen, 2007; Lumpkin
& Dess, 1996). The primary data of the CoJ-DeD officials perceived EO and CoJ’s nascent
entrepreneurs, early start-ups and established business owners perceived EE
performance, was collected using a structured literature-based survey. This primary data
was used to find and test the relationships between the dimensions of EO and EE

performance variables.

3.4 Population and Sample
3.4.1 Population

The study’s is comprised of two sets of populations. The first population is comprised of
CoJ-DeD officials and the second, CoJ’s nascent entrepreneurs, early start-up and
established business owners. For the purpose of the research study the second population
was comprised of different groups and is regarded and treated as one population group.
The total population and sampling frame for the present research study is comprised of all
CoJ-DeD officials and all the nascent entrepreneurs, early start-up and established
business owners in the Cod. The total number of targeted CoJ officials was 98 and a total
of 46 useable questionnaires were returned. The total number of nascent entrepreneurs,
early start-up and established business owners in the CoJ was unknown but a total of 109

useable questionnaires were returned.

3.4.2 Sample and sampling method

The non-probability sampling method was adopted in the study, this is sampling based on
the researcher’s judgement (Zikmund & Babin, 2007). The sampling procedure used in
the present study was convenience sampling for both the CoJ-DeD officials and the

nascent entrepreneurs, early start-up and established business owners in the CoJ.
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The data used in the empirical analysis of the study was gathered through survey

questionnaires, one survey questionnaire was targeted at population 1 and the other at

population 2 (Table 3.1). This data was collected primarily using on-line survey

questionnaires, a link for each respective survey was sent out to all the potential

respondents through an e-mail, and social media platforms, WhatsApp and LinkedIn were

utilized ( Appendix 4). The overall target sample for the CoJ-entrepreneur’s population was

150 and a total of 109 useable questionnaires was returned, the total population for CoJ-

DeD officials was 50 and a total of 46 useable questionnaires was returned.

Table 3.1: Summary of the survey

Variables Population 1: CoJ Officials (Middle and | Population 2: CoJ
senior management ) Entrepreneurs
Sample Cod-DeD Officials Nascent entrepreneurs, early start-

up and established business

owners in CoJ

Directors and Assistant Directors

Population Size 50 (Figure from Executive Director’s office ) | Unknown

Target Sample Size 50 150

Final Sample Size 46 109

Sampling unit Metropolitan Municipality Enterprises and  Enterprising
Individuals

Respondents Executive Directors, Directors, Deputy | Nascent entrepreneurs, early start-

up and established business

owners
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3.5 Research Instruments
3.5.1 EO dimensions research instrument

The dimensions of EO that were explored in the research study, were selected in the
literature (Miller, 1983; Covin & Slevin, 1989; Lumpkin & Dess, 1996; Dess & Lumpkin,
2001; Anderson et al, 2005; Gupta & Pandit, 2012). The items measuring the EO
dimensions were compiled based on the following measuring instruments: The corporate
entrepreneurship instrument (Morris et al., 2011) and the Corporate entrepreneurship
assessment instrument (Hornsby, Kuratko & Zahra, 2002). The first section of the EO
measuring instrument included biographical information, collected for possible future
correlations with answers from the survey (Appendix 2A). In the second section of the
instrument, respondents were requested to indicate their level of consensus with each

statement posed by means of a five-point Likert scale (Appendix 2A).

3.5.2 EE performance research instrument

The variables chosen as elements that influence the performance of EE in the present
study are: opportunity recognition, opportunity exploitation and entrepreneurial activity.
They were identified from literature (Shane & Venkataraman, 2000; Justo et al., 2008;
Kurkertz et al., 2001).The items measuring the chosen EE variables were based on a
measuring instrument by Justo et al. (2008). For the research instrument’s last scale item,
entrepreneurial activity participants indicated their extent of agreement with each
statement posed by means of three-point Likert scale (Appendix 2B) based on Justo et al.
(2008).
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Table 3.2: Measures used in the study

Entrepreneurial
Ecosystem
Measured on 3-point
Likert scale, 1=Agree
2=Undecided
3=Disagree (EA)

Venkataraman, 2000;

Justo et al., 2008;
Kurkertz et al., 2001;
Isenberg 2010, 2011;

Spigel, 2015).

Justo et al., 2008)

Entrepreneurial
Activity (EA)

between OR and EA (-1.69)

resulting in only two factors,

Construct Literature Source Dimensions Comment on the
Instrument
Cronbach alpha of 0.911
across all three dimensions.
Entrepreneurial (Miller, 1983; Covin and Innovativeness Pearson Correlation is
Orisntation Slevin, 1989; Lumpkin Risk Taki positive between all the
Measured on 5-point and Dess, 1996; Dess ISK Taking measures (Table 4.2)
Likert scalep and Lumpkin, 2001; p i
1=Strondl Disa, ree Anderson et al, 2005; roactiveness Exploratory Factor
5=Stro?1yl A I%e Gupta and Pandit, Analysis (EFA) was used
9y A9 2012) test the validity resulting in
two factors Innovativeness
and Proactiveness
Entrepreneurial
Ecosystem :
; Opportunity
Measyred on 7-point Recognition (OR) Cronbach alphg of 0.529
Likert scale, across all three dimensions.
1=Disagree :
Opportunit
~ Strongly Explgipt)ation ((y)E) Pearsgn Correlation is
7=Agree Strongly positive between the
(OR and OE) measures, OR and OE with
(Shane and

Pearson value of 0.533
negative between OE and
EA (-0.380) and negative

(Table 4.1)
Exploratory Factor
Analysis (EFA)

was used test the validity

OR and OE
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3.6 Data analysis and interpretation
3.6.1 Descriptive statistics

The data analysis involved descriptive statistics of demographics data and variables’
scale-items on both the EO and EE instrument. The scale-items means and variance were
also analysed.

3.6.2 Correlation Analysis

The correlation among the EE and EO variables was conducted prior to the Exploratory
Factor Analysis (EFA) of the scales. The Pearson Correlation method was used to test the
correlation between the individual variables of both the dependent and independent

variables.

3.6.3 Exploratory Factor Analysis

Principal Component Exploratory Factor Analysis was run in IMB SPSS on the questions
relating to the EE and EO scales. The Kaiser-Meyer-Olkin (KMO) measure of sampling
adequacy and Bartlett's Test of Sphericity were used to test the suitability of running EFA
on the scales (Bartlett, 1954). The KMO measure values that are close to 1.0 are largely
considered a consent to run factor analysis (Bartlett, 1954). Bartlett's Test of Sphericity
tests the hypothesis that the correlation matrix is an identity matrix, which would indicate
that the variables are unrelated and therefore unsuitable for structure detection and small
values of less than 5% significance level are a consent to run factor analysis, in the
present study the test for both scales was significant at 5% (Bartlett, 1954).

The methods that were utilized in deciding the number of factors to retain for each scale
were Principal Component Analysis and the Factor loading. In the first method, the
components with the highest measure of variance, were extracted because their highest
eigenvalues were identified as the components to be retained for both scales. The latter
method plots the eigenvalues associated with each component, the break between the
components with relatively large eigenvalues (= 1) and those with small eigenvalues (<1)

was used as a criterion retain factors (Catell, 1966).
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3.6.4 Welch’s t-Test analysis

The Welch’s t-test or unequal variances t-test was used to test the study’s hypothesized
model as proposed in Chapter 2. The test is a two-sample location test used to test the
hypothesis that two populations have equal means (“Welch’s Test for unequal variance”,
2015). This test was used mainly because the study’s data was collected from two
different populations, with different sample sizes and the participants completed different
questionnaires. Hence, the combined data of the study will not follow a normal distribution
and will also be non-linear. This condition disqualifies the use of regression analysis. The
t-test is robust for populations with unequal sample sizes and variances (“Welch’s Test

for unequal variance”, 2015).

3.7 Validity
3.7.1 External Validity

The degree to which a researcher is measuring what they intended to measure is the
research’s validity test (Cooper & Schindler, 2014). The authors further noted that the
external validity of a study is concerned with causal relationship between constructs which
can be generalized across settings, persons and times. The current study measured the
correlation that existed among EO scale variables and the correlation among the EE
performance scale variables. The relationship between the scales items is tested, testing

the study’s conceptual framework.
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3.7.2 Internal Validity

In essence, validity refers to the best suited and best available approximation to truth of
accepting or rejecting propositions (Cook & Campbell, 1979). Internal validity therefore
refers to the truth value which is assigned to a conclusion that indeed a causal association
between the dependent and independent variable has been proven.

3.8 Reliability

According to Tavakol and Dennick (2011), internal consistency should be determined prior
to conducting a test for a research or an examination to ensure validity. The authors further
suggest that Cronbach Alpha coefficients is a means to provide a measure of the scale’s
internal consistency, which relates to the extent to which all items in a scale measures the
same construct (Tavakol & Dennick, 2011). The Cronbach alpha coefficients were used to
assess the reliability of both EO and EE performance research instruments (Cronbach,
1951, Lotz & van der Merwe, 2013).

3.9 Limitations

The study was primarily focused on the CoJ-DeD, the findings from the empirical analysis
cannot be considered as representative of the other metropolitan municipalities. The lack
of general consensus on the underlying factors that define measures of EE performance
are limitations to the study (Acs et al., 2017). Since data in the study was collected from
a cross-sectional quantitative survey for EO dimensions and EE variables, one limitation
of such an approach is, the researcher cannot supplement the original items questions in
the instrument by asking follow-up probing questions to the respondents to make the

meaning of the survey clearer (Segal, Borgia & Schoenfeld, 2005).
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3.10 Ethical Considerations

In maintaining confidentiality of the information collected from the participants, people
outside the project will not be allowed access to information that will enable them to
connect the individual subjects of the research sample to their responses. The research
instruments were also designed not to have the following information about participants:
real name, address, date of birth, e-mail address and relative or spouse name, this was
done to maintain the respondent’s anonymity. The participants were also informed prior to
completing the survey of their voluntary participation in the study and confidentiality of their
responses (Appendix 3 and 4 university letters and cover letters).

3.11 Conclusions

The chapter provided the research methods that were used in the study. The research
paradigm of the study is positivism which uses quantitative methods to test hypotheses
and theory. The study had two populations, the CoJ-DeD officials and the nascent
entrepreneurs, early start-up and established business owners in the CoJ, the latter is
considered as one. In this regard, two literature-based structured survey instruments were
used to collect data from the populations. The collected data was first subjected to
descriptive statistics analysis, correlation, reliability testing and then EFA. Lastly, the
Welch'’s t-test was used to test conceptual framework.
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CHAPTER 4: EMIRICAL RESULSTS FROM THE STUDY

4.1 Introduction

The chapter presents the empirical findings of the research and these results are
discussed and presented in the context of the literature review. The primary data was
collected by means of structured survey questionnaires and IBM SPSS was utilized to
analyse and present data. The data was analysed using the analytical methods explained
in Chapter 3. This chapter firstly, presents the descriptive analysis of samples from the two
populations. The correlation analysis, reliability testing and EFA results will also be
presented. Lastly, the hypotheses tests’ outcomes will be presented.

4.2 Descriptive profile of the study sample
4.2.1 EE demographic data
4.2.1.1 Respondent’s gender profile

The respondents’ gender results, in Figure 4.1, indicate that 2% of the participants were
gender neutral, 36% females and 62% males.

Gender Neutral 2%
Male 62%
Female 369
0% 10% 20% 30% 40% 50% 60% 70%

Figure 4.1: Respondents gender profile.
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4.2.1.2 Respondent’s entrepreneurial activity

The respondents noted their current entrepreneurial activities in the Cod in the following
way: 29% were thinking about starting a business in the CoJ, 22% are business owners
looking for more opportunities in the Cod and 6% were business owners in the Cod (Figure
4.2). The blank entry represents values that could not be retrieved from Qualtrics by IBM
SPSS.

Blank é 7%

Business owner in the CoJ) |l 6%

Business owner looking for more opportunities in the
e — 220
CoJ
Just registered a business in the CoJ | 0%
Looking for busines opportunities in CoJ |————— 17%>

Working on a business plan in the CoJ) |l P%

Thinking about starting a business in the CoJ ﬁ 29%

0% 5% 10% 15% 20% 25% 30% 35%

Figure 4.2: Respondents entrepreneurial activity
4.2.1.3 Respondent’s businesses phase

The respondents were required to indicate the phase of their entrepreneurial venture, 42%
indicated that their business is still at the conceptual phase, 12% business is at an
established phase and 2% business at a matured phase (Figure 4.3). The blank entry
represents values that could not be retrieved from Qualtrics by IBM SPSS.

34



Blank
Matured business
Established business phase

Mid-point Start-up and Established business phase

Business Start-up phase
Registration phase
Business plan phase

Conceptual phase W 420

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Figure 4.3: Respondent’s business phase profile.
4.2.2 EO demographic data
4.2.2.1 Respondent’s gender profile

The participants gender profile, as shown in Figure 4.4, indicates that 67% of the
respondents at the CoJ-DeD were females and 33% males.

Female I 67%

Male I 33%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Figure 4.4: Respondents gender profile.
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4.2.2.2 Respondent’s directorates

The respondents also indicated their directorates within the department, 17% were from
Economic development facilitation, 15% Integrated regional economic development, 13%
Enterprise development and Strategic management support and 2% from both policy and
planning and human resources (Figure 4.5).

DeD Human Resources 2%
Policy and Planning 2%

Trade Investment and Promotion

Enterprise Developent d 13%

Economic Developent Faciliatation d 17%

Tourism development and Marketing

Integrated Regional Economic Develoment

Finance Administration ad MOE Support

Strategic Management Support

|
|
: 4 15%
|
|

Office of the Executive Director | | | | | d 1J'%

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Figure 4.5: Respondent’s directorates profile.
4.2.2.3 Respondent’s years of service

The participants also indicated their number of years of service in the CoJ (Figure 4.6),
59% of the respondents have 5-10 years working experience in the CoJ, 22% 10-15 years,
4% less than 1 year and 4% had between 15-20 years.
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70%

59%

60%

50%

40%

30%

22%
20%
11%
10% 4% _I 4%
0% PR— PR—
Less than 1 year 1- S years 5-10 years 10-15 years 15-20 years

Figure 4.6: Respondents years of service.
4.3 Testing correlation of the scales

The Pearson correlation coefficient between OR and OE is positive with a value of 0.533,
negative between OE and EA -0.380 and also negative between OR and EA -1.69 (Table
4.1). These results indicate that the variables OR and OE are related and the variables
OR and OE are not related to EA and not dependent on it.

The correlation between innovativeness and proactiveness is positive with a coefficient
of 0.778, and that of Innovation with risk-taking is 0.736. The table also shows that
correlation coefficient between Proactiveness and Risk-Taking is 0.766 (Table 4.2).
These coefficients suggest that these variables are related and dependent on each other.

These correlations were tested at 5% level of significance.
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Table 4.1: EE variables Pearson correlation

EE variables: Pearson Correlations
Opportunity Opportunity Entrepreneurial
Exploitation Recognition Activity
Pearson "
Opportunity Correlation ! 0.533 038
Exploitation Sig. (2-tailed) 0
N 98 98 98
Pearson "
Opportunity Correlation 0.533 1 -1.69
Recognition Sig. (2-tailed) 0 0.95
N 98 100 98
Pearson
Entrepreneurial | Correlation 038 !
Activity Sig. (2-tailed) 0 0.95
N 98 98 98
Table 4.2: EO variables Pearson correlation
EO variables: Pearson Correlations
Innovation Proactiveness | Risk
Innovativeness | Pearson Correlation 1 778" 736"
Sig. (2-tailed) .000 .000
N 39 38 38
Proactiveness | Pearson Correlation 7787 1 .766”
Sig. (2-tailed) .000 .000
N 38 38 38
Risk-taking Pearson Correlation | .736™ 766" 1
Sig. (2-tailed) .000 .000
N 38 38 38
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4.4 Reliability testing of the scales

4.4.1 EE scale

The Cronbach’s alpha test results for EE scale are presented in Table 4.3 below. The test

was conducted on the variables that were proved to be related and dependent on each

other for the EE scale, thus the entrepreneurial activity variable is not included in the

reliability tests. The overall Alpha values for the scale suggest that all measures of the

scales had a strong and adequate reliability, since all are above the cut-off value of 0.7

with an overall value of 0.829

Table 4.3: Cronbach Alpha scores of the Entrepreneurial Ecosystem scale

EE Scale-Total Statistics

Corrected Squared
Scale Scale Cronbach’s
Opportunity Recognition Item-Total Multiple
Mean | Variance Alpha
Correlation Correlation
Q7 1 12.35 21.705 0.531 0.304 0.839
Q7_2 12.24 20.386 0.638 0.491 0.792
Q7_3 11.72 18.183 0.803 0.662 0.713
Q7_4 11.66 20.469 0.663 0.483 0.781
Opportunity Exploitation
Q8_1 8.36 21.634 0.614 0.408 0.787
Q8_2 8.97 23.350 0.736 0.570 0.726
Q8_3 9.02 21.670 0.721 0.552 0.727
Q8_4 9.62 27.413 0.504 0.272 0.824

4.4.2 EO scale

The Cronbach Alpha test results for reliability of the EO scale are provided in Table 4.4.The

overall Alpha values for the scale suggest that all measures of the scale had a strong and

adequate reliability, since all are above the cut-off value of 0.7. The overall Alpha value

for the EO scale was 0.911.
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Table 4.4: Cronbach Alpha scores of the Entrepreneurial Orientation scale

EO Scale-Total Statistics

Corrected Item- Squared
Innovativeness Scale Mean Scale Total Multiple Cronbach’s

Variance Correlation Correlation Alpha
Q4_1 26.56 44.779 0.699 0.673 0.901
Q4 2 26.46 42.992 0.859 0.813 0.888
Q4_3 26.36 44131 0.753 0.710 0.896
Q4 4 26.31 44.745 0.756 0.736 0.896
Q4.5 26.26 49.669 0.399 0.359 0.921
Q4 6 26.74 46.564 0.688 0.586 0.901
Q4. 7 25.90 46.937 0.704 0.649 0.901
Q4 8 26.23 46.498 0.654 0.564 0.904
Q4. 9 26.31 44.850 0.748 0.667 0.897

Proactiveness
Q5_1 10.13 5.847 0.539 0.293 0.835
Q5 2 9.63 5.320 0.707 0.538 0.758
Q5 3 9.32 5.627 0.656 0.444 0.781
Q5 4 9.13 5.415 0.722 0.567 0.752
Risk-taking

Q6_1 12.79 10.873 0.479 0.431 0.812
Q6_2 13.26 9.172 0.661 0.643 0.761
Q6_3 12.74 9.118 0.663 0.470 0.760
Q6_4 12.76 9.213 0.621 0.538 0.773
Q6_5 13.18 9.019 0.602 0.628 0.780
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4.5 Exploratory factor analysis (EFA) of scale
4.5.1 EE and EO scale EFA suitability test

The computed Kaiser-Meyer-Olkin measure was 0.827 and 0.813 for the EE and EO
scale respectively (Table 4.5), an indication that the data from both scales is reasonable
to run factor analysis. The Bartlett’s Test of Sphericity for the scales had values that are
less than 5% significance level, another indication that both scales are suitable for EFA

test.

Table 4.5: KMO Measure of Sampling Adequacy and Bartlett’s Test of Sphericity results
for the EE and EO scales

KMO Measure of Sampling Measure
Adequacy and Bartlett’s Test of Sphericity EE Scale EO Scale
KMO of Sampling Adequacy 0.827 0.813
Bartlett's Approx. Chi-Square 364.73 476.06
Test of Df 28.00 153.00
Sphericity Sig. 0.00 0.00

4.5.2 EE and EO scale EFA factors

The components with the highest measure of variance, as extracted on the basis of
having highest Eigenvalues, were identified as component 1 and 2 (Table 4.6) for the EE
scale. These components account for 67.522% of the variance of the total variability in
the data. The two components have total Eigenvalues > 1.00, the third component
Eigenvalue is <1.0 below the cut-off of 1.00. Thus, the EE scale is defined by only two

components.
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Table 4.6: Total variance explained EE scale

Initial Eigenvalues
Component
Total % of Variance Cumulative %

: 1 4.100 51.245 51.245 :
. 2 ____fo_ s ] 16277 _ _ _| __ 67.522_ _ |

3 752 9.397 76.920

4 561 7.009 83.929

5 456 5.703 89.632

6 363 4.539 94.171

7 244 3.047 97.218

8 223 2.782 100.000

The components with the highest measure of variance, for the EO scale are components
1, 2 and 3 (Table 4.7). These components account for 65.859% of the variance of the
total variability in the data. The three components all have Eigenvalues above the cut-off
of 1.00. Thus, the EO scale is defined by 3 components.
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Table 4.7: Total variance explained EE scale

Initial Eigenvalues
Component
Total % of Variance Cumulative %
; 1 9.280 51.557 51.557
I 2 1.444 8.023 59.579
SEU R U 1130 | __ 6280 ___|__ 65859 _ _
4 1.034 5.746 71.606
5 869 4.825 76.431
6 812 4.509 80.939
7 660 3.664 84.604
8 628 3.491 88.095
9 456 2.531 90.626
10 347 1.927 92.553
11 313 1.738 94.292
12 264 1.466 95.758
13 204 1.132 96.890
14 177 .984 97.874
15 143 .793 98.667
16 106 .591 99.259
17 080 445 99.703
18 .053 .297 100.000

4.5.3 Scree Plots EE and EO scales

The Scree Plot principal component analysis (PCA) for the EE scale (Figure 4.7) indicates
that after the third component the gradient is almost flat, for the same plot, the EO scale,
the grading is flat after the third component (Figure 4.8). The flat gradient in both plots
confirms that the successive components are accounting for smaller and smaller amounts
to the total variance. Therefore, the principal component analysis indicates that the EE

scale is defined 2 components and the EO scale by 3.
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Figure 4.7: PCA Scree Plot EO scale.
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Figure 4.8: PCA Scree Plot EO scale.
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4.5.4 Rotated component matrices EE and EO scales

The results of the factor loadings using the varimax method suggest that the EE scale
items load into two factors. Component 1 is made up items from opportunity exploitation
with the following scale-items: Q8_1 — Q8_4, and component 2 with the scale-items
Q7_1-Q7_4 from the opportunity recognition variable (Table 4.8). Component 3 is not
defined. The results in Table 4.8 indicate that the EO scale items load into three factors;
component 1, 2 and 3. The Components 1, 2 and 3 are comprised of proactiveness,
innovativeness and risk-taking scale items. The results for the two rotated component
matrixes for both the EE and EO scales indicates that the EE scale is defined by
opportunity exploitation and opportunity recognition and EO scale by proactiveness,

innovativeness and risk-taking

Table 4.8: Rotated Component Matrix of Entrepreneurial Ecosystem scale

Rotated Component Matrix

Component
1 2
Q7_1 0.819
Q7_2 0.73
Q7_3 0.841
Q7_4 0.667
Q8_1 0.765
Q8 2 0.833
Q8 3 0.819
Q8 4 0.692
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Table 4.9: Rotated Component Matrix of Entrepreneurial orientation.

Rotated Component Matrix?
Component

1 2 3
Q4_1 0.789
Q4 2 0.743
Q4_3 0.609
Q4 4 0.602
Q4 7 0.761
Q5 2 0.829
Q5 3 0.602
Q5 4 0.749
Q6_2 0.823
Q6_5 0.871

4.6 Hypotheses Testing

4.6.1 Conceptual framework model

The factor loading results using the varimax method indicates that the perceived CoJ local
EE is measured by the following variables: opportunity recognition and opportunity
exploitation, the entrepreneurial activity variable was not retained after the EFA. The
perceived EO of the CoJ is measured by proactiveness, innovativeness and risk-taking,
all variables were retained post the EFA on the scale. In this regard, it is deemed
necessary to eliminate the following hypotheses, Hic, H2c and Hic (Figure 4.2) for the

modified conceptual framework model of the study.
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| Innovativeness

Opportunity
Recognition

| Proactiveness

Opportunity
Exploitaticy

Risk-taking
HBB

Entrepreneurial Orientation (EQ) Entrepreneurial Ecosystem (EE)
dimensions. performance variables.

Figure 4.9: Revised conceptual framework model.

4.6.2 Relationship between innovativeness and opportunity recognition and
opportunity exploitation

4.6.2.1 Testing H1a

The t-statistic is -3.24 and the corresponding two-tailed p-value is 0.0014 is less than 0.05
(Table A-1), null hypothesis fail-to-reject condition is p-value < 0.05. Therefore, is there is
statistical evidence that the difference in means is statistically significantly different from

zero and thus the null hypothesis is rejected.
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Table 4.10: H1a null and alternative hypothesis

Null hypothesis

Alternative hypothesis

Results

H1A:
relationship between the perceived
CoJ

perceived EE’s

There is no positive

innovativeness and its
entrepreneurial

opportunity recognition.

H'A* There is a positive relationship
the CoJ
innovativeness and its perceived
EE’s

recognition.

between perceived

entrepreneurial  opportunity

Rejected

4.6.2.2 Testing His

The t-statistic is 1.90 and the corresponding two-tailed p-value is 0.059, which is more

than 0.05 (Table A-2), the null hypothesis fail-to-reject condition is p-value < 0.05.

Therefore, there is statistical evidence that the difference in mean is not statistically

significantly different from zero and thus the null hypothesis is accepted.

Table 4.11: Hig null and alternative hypothesis

Null hypothesis

Alternative hypothesis

Results

H1B:

relationship

There is no positive
the

perceived CoJ innovativeness and

between

its perceived EE’s entrepreneurial

opportunity exploitation.

between

H'B: There is a positive relationship

the perceived CoJ

innovativeness and its perceived EE’s

entrepreneurial opportunity exploitation.

Fail to Reject
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4.6.3 Relationship between proactiveness and opportunity recognition and
opportunity exploitation

4.6.3.1 Testing H2a

The t-statistic is -4.257 and the corresponding two-tailed p-value is 0.000038, which is
less than 0.05 (Table A-3), null hypothesis fail-to-reject condition is at p-value < 0.05.
Therefore, there is a statistical evidence that the difference in mean is statistically
significantly different from zero, hence the null hypothesis is rejected.

Table 4.12: Hza null and alternative hypothesis

Null hypothesis Alternative hypothesis | Results
H?A:  There is no positive | HA: There is a positive
relationship between the perceived | relationship between the | Rejected
CoJ proactiveness and its | perceived CoJ proactiveness
perceived EE’s entrepreneurial | and its perceived EE’s
opportunity recognition. entrepreneurial  opportunity
recognition.

4.6.3.2 Testing H2zs

The t-statistic is 1.0666 and the corresponding two-tailed p-value is 0.1439, which is
greater than 0.05 (Table A-4), null hypothesis fail-to-reject condition is at p-value < 0.05.
Therefore, there is a statistical evidence that the difference in mean is not significantly
different from zero, hence the null hypotheses is accepted.
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Table 4.13: Hzg null and alternative hypothesis

Null hypothesis

Alternative hypothesis

Results

H?8: There is a no positive
relationship between the perceived
CoJ proactiveness and its
perceived EE’s entrepreneurial

opportunity exploitation.

between the perceived

exploitation.

H?B: There is a positive relationship

proactiveness and its perceived EE’s
entrepreneurial opportunity

Cod

Fail to Reject

4.6.4 Relationship between risk-taking and opportunity recognition and

opportunity exploitation

4.6.4.1 Testing Hsa

The t-statistic is -4.002 and the corresponding two-tailed p-value is 0.000, which is less

than 0.05 (Table A-5), null hypothesis fail-to-reject condition is at p-value < 0.05.

Therefore, there is a statistical evidence that the difference in means is statistically

significantly different from zero, hence the null hypothesis is rejected.

Table 4.14: Hsa null and alternative hypothesis

Null hypothesis

Alternative hypothesis

Results

H3A: There is a no positive
relationship  between the
perceived CoJ risk-taking and
its perceived EE’s opportunity
recognition (OR).

H3*. There is a positive
relationship between the
perceived CoJ risk-taking and
its perceived EE’s opportunity
recognition (OR).

Reject
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4.6.4.2 Testing Hss

The t-statistic is 1.196 and the corresponding two-tailed p-value is 0.233, which is greater
than 0.05 (Table A-6), null hypothesis fail-to-reject condition is at p-value < 0.05.
Therefore, there is a statistical evidence that the difference in means is not statistically
significantly different from zero, hence the null hypothesis is accepted.

Table 4.15: Welch'’s t-test results for Hypothesis Hss

Null hypothesis

Alternative hypothesis

Results

H3B: There

relationship

is a no positive
the
perceived CoJ risk-taking and its

between

perceived EE’s entrepreneurial

opportunity exploitation.

H3B:

relationship

There is a positive
the

perceived Cod risk-taking and its

between

perceived EE’s entrepreneurial

opportunity exploitation.

Fail to reject

4.7 Conclusion

This chapter provided the empirical analysis of the data collected in the study. Descriptive
statistics were used to describe data from both CoJ Entrepreneurial ecosystem’s
entrepreneurs and the CoJ-DeD officials. The Cronbach Alpha test for reliability was
conducted on the measures of EE and EO and were all reliable and consistent with an
overall score of 0.839 and 0.911 respectively. The Pearson correlation between EE
variables indicates a positive significant relationship between opportunity recognition and
opportunity exploitation of 0.533. EO variables Pearson correlation coefficient also
indicated positive significant relationships between all the variables, innovativeness,
proactiveness and risk-taking. The EE components, opportunity recognition and
opportunity exploitation were retained and three EO components, innovativeness,
proactiveness and risk-taking were also from the EFA. The results from the rotated
component matrix for the EE scale necessitated a review of the study’s conceptual
framework model, the modified model is also presented. The Welch’s t-test was utilized
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in testing the study’s hypothesised model. The tests results were presented in the
chapter.
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CHAPTER 5: DISCUSSION OF THE RESULTS

5.1 Introduction

This Chapter discusses the empirical results presented in chapter 4. First, the chapter
discusses descriptive profiles of samples. Second, the reliability testing of both EE and
EO scales is presented. Third, the chapter discusses and explains results from EFA from
both scales. Lastly, the results from Welch’s t-test assessment of the study’s conceptual
framework model are discussed and explained. The discussion and explanations of results

are presented in comparison with findings from literature.

5.2 Descriptive profile of the study sample
5.2.1 Entrepreneurial Ecosystem sample demographic data
5.2.1.1 Respondents gender profile

The study was comprised of more males (62%) than females (36%) and gender neutral
people (2%). The target population for the EE instrument was the nascent entrepreneurs,
early start-up and established business owners. These results are consistent with overall
findings of Global Entrepreneurship Monitor (GEM) Report South Africa, highlighting more
adult male population engaging in early stage entrepreneurial activity (TEA) than women
(Herrington and Kew, 2016).

5.2.1.2 Respondent’s entrepreneurial activity

The percentage of participants in the study sample that were thinking about starting a
business was 29%, 22% were already business owners looking for more opportunities,
17% were only looking for opportunities, 9% had just registered a business, 9% were

working on a business plan and 6% were business owners.

5.2.1.3 Respondent’s business phase

The percentage of participants of the study sample whose business phase was still in
conceptual phase was 42%, 12% businesses on established phase, 10% start-up phase,
10% registration phase, 7% half way start-up and established phase and 2% in matured
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phase. These results are somewhat consistent with the GEM Report South Africa findings
which suggests that the TEA rate in South Africa is declining (Herrington & Kew, 2016).

5.2.2 Entrepreneurial Orientation sample demographic data
5.2.2.1 Respondent’s gender profile

The study sample for the EO scale was comprised of more females (67%) than males
(33%).

5.2.2.2 Respondent’s directorates

The respondents in the study sample were as follows, Economic development facilitation
directorate (17%), Integrated regional economic development facilitation (15%), Strategic
management support (13%), Enterprise development (13%) Finance administration and
MOE support (11%), Office of the Executive director (11%), Trade Investment and
Promotion (7%), DeD Human Resources (2%) and Policy and planning (2%).
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5.2.2.3 Respondent’s years of service

The majority of the respondent’s years of service in the CoJ is 5-10 years (59%), 10-15
years (22%), then 1-5 (11%), 15-20 (4%) and less than 1 year (4%).

5.3 Testing correlation of the scale

The Pearson Correlation method was used to test the correlation between individual
variables of both EE and EO scales (Lee, 2016). The outcome of the test between the two
measures of the dependent variable, entrepreneurial ecosystem was 0.533 between OR
and OE, -0.380 between OR and EA and -1.69 between OE and EA. The results indicate
a moderately strong positive association between the OR and OE. The reason for the
negative correlation between OR and EA and OE and EA is unclear, this could be caused
by the different Likert-scales in the scale-items, EA used 3-point scale while OR and OE

used a 7-point scale.

The correlation test between the three measures of EO was 0.778 between
innovativeness and proactiveness, 0.736 between innovation and risk-taking and 0766
between proactiveness and risk-taking. The results indicate a strong positive association
between the three dimensions of entrepreneurial orientation in the study. The overall
correlation results among both dependent and independent variable’s measures were
positive and above 0.3, an indication of the existence of a relatively strong positive

association.

5.4 Testing the reliability of the scales

The reliability of the EE and EO scales were tested by computing Cronbach Alpha
coefficients (Tavakol & Dennick, 2011; Cronbach, 1951). The outcome of the tests were
overall Alpha coefficients of 0.911 and 0.829 for the EE and EO scales respectively. These
values were above the acceptable levels of 0.7 an indication that the scales were reliable
and did not require adjustments (Tavakol & Dennick, 2011; Cronbach, 1951).
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5.5 Exploratory Factor Analysis

5.5.1 Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and Bartlett's
Test of Sphericity

The Principal Component Exploratory Factor Analysis was run in IMB SPSS on questions
relating to both EE and EO scales. The KMO measure of sampling adequacy and
Bartlett's Test of Sphericity were used to test the suitability of running EFA on the scales.
The KMO test of Sampling Measure of Adequacy results for the EE scale and EO were
0.83 and 0.81 respectively, the values are close to 1.0 indicating that the data from both
scales was suitable for running EFA (Table 4.5). The results of Bartlett's Test of Sphericity
for both scales had values that were less than 0.05 of the significance level another
indication that the data was suitable for factor analysis. The overall results of both tests
on the scales indicated that the scale’s variables were related and therefore suitable for

structure detection.

5.5.2 EFA of the Entrepreneurial Ecosystem and Entrepreneurial Orientation
scale

The methods for deciding on the final suitable number of factors for each scale in the study
were the PCA and factor loading. The components with the highest measure of variance,
extracted on the basis of having the highest Eigenvalues were identified as component
1, 2 and 3 for the EO scale. These components were accountable for 65.9 percent of the
variance of total variability in the data. The rotated component matrix analysis results also
supported the three-component solution for the EO scale. These results indicated that the
CoJ-DeD EO scale is defined by proactiveness, risk-taking and innovativeness. These
findings are consistent with (Miller, 1983; Covin & Slevin, 1989) and Kuratko et al., (2008)
public sector perspectives on entrepreneurship.

The components with the highest measure of variance, were identified as component 1
and 2 for the EE scale. These components were accountable for 67.52 percent of the
variance of total variability in the data. The rotated component matrix analysis results also
supported the two-component solution. These results indicated that the CoJ-EE scale is
defined by opportunity exploitation and recognition. These findings are consistent with

56



Shane and Venkataraman’s (2000) definition of entrepreneurship; implying that the

measurement of the two scale-items measures entrepreneurship in the CoJ.

5.6 Hypotheses Testing

The Welch t-test was used to test the association between the relationship between the
perceived entrepreneurial orientation of the CoJ and the perceived Cod local
entrepreneurial ecosystem performance. This method was used because the data was
collected from different participants, and were of different sample sizes and the
participants were asked different questions. This meant that the data would not follow a
normal distribution and would be non-linear. This condition disqualified the use of linear

regression analysis.

5.6.1 Relationship between Innovativeness and opportunity recognition and
opportunity exploitation

5.6.1.1 Testing Hia

The results of the test implied that the null hypothesis (p <0.05) is rejected for Hia.
Therefore, the more CoJ-DeD officials regularly introduce new services and processes
the more likely they will experience an increase in the search of information about new
ideas on products or services in the city’s entrepreneurial ecosystem. These results are
consisted with literature that suggests a positive relationship between innovation and
firm’s performance (Rauch, Wiklund, Lumpkin & Frese 2009; Moreno & Casillas, 2008;
Kleinschmidt & Copper, 1991; Subramanian & Nilakanta, 1996). The findings are also
consistent with Park’s (2005) opportunity recognition model.

5.6.1.2 Testing His

The results of the test implied that the null hypothesis (p >0.05) in the study fails to reject
the null hypothesis for Hig (Table A-2). Thus, the more CoJ-DeD officials regularly
introduce new services and processes, the more likely they will not experience positive

movement in the development of new markets in its entrepreneurial ecosystem
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5.6.2 Relationship between proactiveness and opportunity recognition and
opportunity exploitation

5.6.2.1 Testing H2a

The results of the test indicate that the null hypothesis (p <0.05) is rejected for Haa.
Therefore, the more CoJ-DeD officials initiate actions that competitors respond to, the
more likely they will experience an increase in the search of information about new ideas
on products or services in the city’s entrepreneurial ecosystem. These outcomes are
consisted with literature that suggests a positive relationship between proactiveness and
firm’s performance (Rauch et al., 2009; Casillas & Moreno, 2010).

5.6.2.2 Testing H2s

The results of the test indicate that with the null hypothesis (p >0.05), the study fails to
reject the null hypothesis for Hzs (Table 5.4). Hence, the more CoJ-DeD officials initiates
actions that competitors respond to (Q5_2 EO scale), the more likely they will not
experience a positive movement in new markets development in its entrepreneurial

ecosystem (Q8_2 EE scale).

5.6.3 Relationship between risk-taking and opportunity recognition and
opportunity exploitation

5.6.3.1 Testing Hsa

The results of the test indicate that the null hypothesis (p <0.05) is rejected for Haa.
Therefore, the more the term risk taking is considered a positive attribute for employees
in the CoJ-DeD, the more likely the CoJ will experience an increase in the search of

information about new ideas on products or services in its entrepreneurial ecosystem.
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These results are consistent with Gupta and Pandit’s (2012) observations that research
indicates taking excessive risk may results in variant business performance, however in

the long run this will prove profitable.

5.6.3.2 Testing Hss

The results of the test indicate that with the null hypothesis (p >0.05), the study fails to
reject the null hypothesis for Hsg (Table A-6). Thus, the more the term risk taking is
considered a positive attribute for employees in the CoJ-DeD, the more likely the CoJ will
not experience a positive movement in new markets development in its entrepreneurial
ecosystem. These results are consistent with the literature that suggests the relationship
between risk taking and successful performance of a business is not clear in the literature
(Rauch et al., 2009). Wiklund and Shepherd (2005) note that strategies that are riskier
may result in performance variation because of failure and success of projects

undertaken, based on risky strategies.

5.7 Conclusion

This chapter presented the discussion and explanation of the study’s data analysis. The
empirical results of the study indicated that EE scale is defined by components, opportunity
recognition and opportunity exploitation. These findings are consistent with Shane and
Venkataraman’s (2000) definition of entrepreneurship. The EO scale had three
components, proactiveness, innovativeness and risk-taking. These findings are consistent
with the Miller/Covin and Slevin conceptualisation of EO, and Kuratko et al.’s (2008)
perspective of entrepreneurship in public sector organisations.

The results from the Welch t-test, indicated that the study rejected the null hypothesis for
H1a, H2a and Hsa. These outcomes were reconcilable with the literature findings on the
relationship between innovation, proactiveness and risk-taking and firm’'s performance;
they were also consistent with Kuratko et al.’s (2008) perspective of entrepreneurship for
public sector organisations. The other outcomes highlighted that the study failed to reject
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the null hypothesis for Hig, H2s, H3g. The Hasg results were found to be consistent with
literature on the relationship between risk-taking and firm’s performance (Wiklund &
Shepherd, 2005). There was no evidence in the study to support Hig, Hzs.
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CHAPTER 6: CONCLUSIONS AND RECOMMENDATIONS

6.1 Introduction

This chapter provides the research’s conclusions and recommendations. The primary
conclusions from the research analysis are presented in summary. The recommendations

and areas of further research are presented.

6.2 Conclusions of the study
6.2.1 Research’s main objective

The primary objective of this study was to explore the relationship between the perceived
EO of CoJ-DeD and the perceived CoJ local EE performance.

In testing the conceptual framework model of the study, the research was based on a
quantitative method. The primary data was collected through survey questionnaires, in
total, 109 surveys were collected from EE scale, this survey was sent out to nascent
entrepreneurs, early start-up and established business owners in the CoJ. The 46 surveys
that were collected from the entrepreneurial orientation scale were sent out to the CoJ-
DeD middle and senior managers including the executive director. The two scales were
tested for reliability using Cronbach Alphas and results were acceptable. The scales were
also tested for EFA suitability using KMO Measure of Sampling Measure Adequacy and
Bartlett's Test of Sphericity and were found to be acceptable. The EFA was then used to
test the factorability of the scale items into specific factors and components were found
that relate to their individual scales. The conceptual framework model was then tested
using the Welch t-test; this t-test was chosen because the data was collected from two
different populations, had different sample sizes and participants were asked different

questions.
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6.2.2 Hypotheses t-test conclusions

The summary of the conclusions on the study’s hypotheses test conclusions are

presented in Table 6.1 below.

Table 6.1: Conceptual Framework conclusions

Hypotheses Conclusion

H1a* There is a positive relationship between the perceived CoJ
innovativeness and its perceived EE’s entrepreneurial Rejected

opportunity recognition.

H1g: There is a positive relationship between the perceived CoJ
innovativeness and its perceived EE’s entrepreneurial Failto Reject

opportunity exploitation.

Hza: There is a positive relationship between the perceived CoJ
proactiveness and its perceived EE’s entrepreneurial Rejected

opportunity recognition.

Hzge: There is a positive relationship between the perceived CoJ
proactiveness and its perceived EE’s entrepreneurial Fail to Reject

opportunity exploitation.

Hsa: There is a positive relationship between the perceived CoJ

risk-taking and its perceived EE’s opportunity recognition (OR). Rejected

Hsg: There is a positive relationship between the perceived CoJ
risk-taking and its perceived EE’s entrepreneurial opportunity Fail to Reject

exploitation.
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6.2.3 Relationship between innovativeness and opportunity recognition and
opportunity exploitation conclusions

6.2.3.1 Hiaand His

The conclusion for H1ia in Table 6.1 above implies the more CoJ-DeD officials regularly
introduce new services and process, the more they place a strong emphasis on
continuous improvement in service delivery and processes, the more likely they will
experience an increase in information search about new ideas on products or services in
the city and an increase in the alertness to business opportunities in the city’s
entrepreneurial ecosystem. The conclusion for Hig implies, the more CoJ-DeD officials
regularly introduce new services and process, the more they place a strong emphasis on
continuous improvement in service delivery and processes, the more likely they will
experience no change in new markets development based on the perceived business
opportunities and no change in entrepreneurial teams put together to pursue business

opportunities perceived in the city’s ecosystem.

6.2.4 Relationship between proactiveness and opportunity recognition and
opportunity exploitation conclusions

6.2.4.1 H2a and H2s

The conclusion for Hza in Table 6.1 implies, the more CoJ-DeD officials initiate actions
that competitors respond to, the more they monitor market trends and identify future
needs of their customers, the more likely they will experience an increase in information
search about new ideas on products or services in the city and an increase in alertness
to business opportunities in the city’s entrepreneurial ecosystem. The conclusion for Hzg
implies, the more CoJ-DeD officials initiate actions that competitors respond to, the more
they monitor market trends and identifies future needs of their customers, the more likely
they will experience no change in new markets development, based on the perceived
business opportunities and no change in entrepreneurial teams put together to pursue

business opportunities perceived in the city’s ecosystem.
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6.2.5 Relationship between risk-taking and opportunity recognition and
opportunity exploitation conclusions

6.2.5.1 H3aand Hsg

The conclusion for Hza in Table 6.1 implies, the more CoJ-DeD officials consider the term
risk-taker as a positive attribute for employees in the department, the more the
department believes that bold, wide-ranging acts are necessary for achieving business
objectives, the more likely they will experience an increase in information search about
new ideas on products or services in the city and an increase in alertness to business
opportunities in the city’s entrepreneurial ecosystem. The conclusion for Hsg implies, the
more CoJ-DeD officials consider the term risk-taker as a positive attribute for employees
in the department, the more the department believes that bold, wide-ranging acts are
necessary for achieving business objectives, the more likely they will experience no
change in new markets development based on the perceived business opportunities and
no change in entrepreneurial teams put together to pursue business opportunities
perceived in the city’s ecosystem.

6.3 Recommendations

To strengthen and enhance entrepreneurial orientation, it is recommended that
entrepreneurship should become the dominant strategic way of thinking in the CoJ; this
will enable the CoJ to focus on opportunity searching, unlocking new sources of value and
service and process innovation that could result in improved performance (Lotz & van der
Merwe, 2013). It is also recommended that the CoJ set out goals and objectives for
innovation, this must include the number of services or processes innovation the city is
willing to embark on. The CodJ should encourage risk-taking among its employees but
should first provide rules and procedures for acceptable risk-taking behaviour among the

employees.
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6.4 Areas for further research

There exists a general consensus in literature on the dimensions that measure EO,
however the agreement on the performance measurement of an EE and the method of its
detection is still work in progress (Acs et al., 2017). Thus, the underlying dimensions that
measure EE performance are not well understood. In this regard, more research is still
required to establish the underlying dimensions for measuring EE performance. The
majority of the general consensus on the relationship between EO dimensions and
organisational performance is mostly from a private sector perspective. Therefore, EO-
performance relationship is poorly understood in the public sector framework. Thus, more
comprehensive research focused on EO-performance association targeted at public
sector organisations is still needed.
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APPENDIX 1: WELCH’S T-TEST RESULSTS

Appendix 1A: Welch’s t-test results for Hypothesis Hia 18

Table A-1: t-Test: Two-Sample Assuming Unequal Variances

Hypothesis Hia

P(T<=t) two-tail
t Critical two-tail

0.001478849
1.977431212

Innovation Opportunity Recognition
Mean 3.379227053 3.9975
Variance 0.694439554 2.121837121
Observations 46 100
Hypothesized Mean Difference 0
Df 137
t Stat -3.244426334
P(T<=t) one-tail 0.000739425
t Critical one-tail 1.65605208

Table A-2: t-Test: Two-Sample Assuming Unequal Variances Hypothesis His

t Stat

P(T<=t) one-tail
t Critical one-tail
P(T<=t) two-tail
t Critical two-tail

1.903692385
0.029501237
1.655810511
0.059002473

1.977058372

Innovation Opportunity Exploitation
Mean 3.379227053 2.99744898
Variance 0.694439554 2.461977 961
Observations 46 98
Hypothesized Mean Difference 0
Df 140
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Appendix 1B: Welch’s t-test results for Hypothesis H2a 28

Table A-3: t-Test: Two-Sample Assuming Unequal Variances H**

t Critical two-tail

1.976931489

Opportunity
Proactiveness Recognition
Mean 3.206521739 3.9975
Variance 0.611623188 2.121837121
Observations 46 100
Hypothesized Mean Difference 0
Df 141
t Stat -4.257587494
P(T<=t) one-talil 0.0000188
t Critical one-tail 1.655732287
P(T<=t) two-tail 0.000038

Table A-4: t-Test: Two-Sample Assuming Unequal Variances H?®

Opportunity
Proactiveness Exploitation
Mean 3.206521739 2.99744898
Variance 0.611623188 2.461977961
Observations 46 98
Hypothesized Mean Difference 0
Df 141
t Stat 1.066664706
P(T<=t) one-tail 0.14397313
t Critical one-tail 1.655732287
P(T<=t) two-tail 0.28794626
t Critical two-tail 1.976931489
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Appendix 1C: Welch’s t-test results for Hypothesis Hsa s

Table A-5: t-Test: Two-Sample Assuming Unequal Variances H 3

t Stat

P(T<=t) one-tail
t Critical one-tail
P(T<=t) two-tail
t Critical two-tail

-4.002482894
0.000053576
1.65723497
0.000107151
1.979280117

Opportunity
Risk Recognition
Mean 3.236842105 3.9975
Variance 0.566173542 2.121837121
Observations 38 100
Hypothesized Mean Difference 0
Df 124

Table A-6: t-Test: Two-Sample Assuming Unequal Variances Hypothesis H 3B

Opportunity
Risk Exploitation
Mean 3.236842105 2.99744898
Variance 0.566173542 2.461977961
Observations 38 98
Hypothesized Mean Difference 0
Df 128
t Stat 1.196643657
P(T<=t) one-tail 0.1168286
t Critical one-tail 1.656845226
P(T<=t) two-tail 0.2336572
t Critical two-tail 1.97867085
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APPENDIX 2: RESEARCH INSTRUMENTS

Appendix 2A: Department of Economic Development City of
Johannesburg (CoJ) Entrepreneurial Orientation

1. Please indicate your gender orientation

Male

Female

Gender neutral

2. Please indicate the directorate in which you are currently employed. Select ONE.

Please indicate the directorate in which you are currently employed. Select ONE.

Office of the Executive Director

Strategic Management Support

Finance Administration and MOE support
Integrated Regional Economic Development
Tourism development and Marketing
Economic Development Facilitation
Enterprise Development

Trade Investment and Promotion

Policy and Planning

Chief Economist Directorate

(DeD) Human Resources
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3. Please indicate your number of years of service in the City of Johannesburg.

Less than 1 year
1-5years

5 - 10 years

10 - 15 years

15 - 20 years

More than 20 years

4. In each of the statements below please select the number that best corresponds to

your level of agreement with the statement.

Strongly Disagree
1

Our department (DeD) regularly introduces new
services and processes

Our department (DeD) places a strong emphasis on
new and innovative services and processes

Our department (DeD) has increased the number of
services offered during the past five years

Our department (DeD) is continually pursuing new
opportunities.

Over the past five years, changes in our processes and
services have been quite dramatic.

In our department (DeD) there is a strong relationship
between the number of new ideas generated and the
number of new ideas successfully implemented

Our department (DeD) places a strong emphasis on
continuous improvement in service delivery and
processes

Our department (DeD) has a widely held belief that
innovation is an absolute necessity for the business
future

Our leaders seek to maximize value from opportunities
without constraint to existing models, structures or
resources.

Disagree

2

Undecided

3

Agree
4

Strongly Agree
5
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5. In each of the statements below please select the number that best corresponds to
your level of agreement with the statement.

Strongly Disagree  Disagree Undecided Agree  Strongly Agree

1 2 3 4 5

Our department (DED) is very often the first one to
introduce new services and processes.

Our department (DED) typically initiates actions that
competitors respond to.

Our department (DED) continuously seeks new
processes and services.

Our department (DED), monitors market trends and
identifies future needs of our customers.

6. In each of the statements below please select the number that best corresponds to
your level of agreement with the statement.

Strongly Disagree  Disagree Undecided Agree Strongly Agree
1 2 3 4 5

When confronted with an uncertain decision, our
department (DeD) typically adopts a bold posture in
order to maximize the probability of exploiting
opportunities.

In general, our department (DeD) has a strong,
inclination towards high-risk projects.

Owing to the environment, our department (DeD)
believes that bold, wide-ranging acts are necessary
to achieve the business objectives

In our department (DeD) employees are often
encouraged to take calculated risks concerning new
ideas in the department.

The term " risk taker" is considered a positive
attribute for employees in our department (DeD)
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Appendix 2B: City of Johannesburg (CoJ) Entrepreneurial Ecosystem
Performance

1. Please indicate your gender orientation.

Male
Female

Gender neutral

2. Please indicate your age.

18-30
30-35
35-40
40-50

More than 50

3. Please select ONE option that best describes your current employment status.

Unemployed
Employed Full-Time
Employed Part-Time

Self- Employed
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4. Please select ONE option that best describes your current entrepreneurial
activity in any of the 7 regions City of Johannesburg.

Thinking about starting a business in the City of Johannesburg

Working on a business plan, business to operate in the City of Johannesburg
Looking for business opportunities in the City of Johannesburg

Just registered a business to operate in the City of Johannesburg

Business owner in the City of Johannesburg

Business owner looking for more opportunities in the City of Johannesburg

5. Please indicate at which growth phase or stage is the business

Conceptual Phase (Thinking about starting a business)

Business Plan Phase ( Completing your business plan)

Registration Phase (Just registered your business)

Start-up Phase (The business is less than one year in operation)

Established business phase (The business is more than 3 and half years in operation)

Mid-Point Phase between Start up and Established Business (The business is more than 1year but less 3 and half
years)

Matured business ( More than 7 years in operation)

6. Please indicate the number of employees in the business.

1-5
5-15
15-30
30-50

More than 50
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7. In each of the following statements below please SELECT the NUMBER that best
corresponds to your level of AGREEMENT with the statement.

Disagree Strongly Disagree Slightly Disagree Neutral Slightly Agree Agree Agree Strong
1 2 3 4 5 6 7

| am alert to business opportunities in
the City of Johannesburg

| search systematically for business
opportunities in the City of
Johannesburg

I look for information about new ideas
on products or services in the City of
Johannesburg

| am regularly scanning the
environment for business
opportunities in the City of
Johannesburg.

8. In each of the following statements below please SELECT the NUMBER that best
corresponds to your level of AGREEMENT with the statement.

Disagree Strongly Disagree Slightly Disagree Neutral Slightly Agree Agree Agree Strong
1 2 3 4 5 6 7

| have set up an organization to pursue
a business opportunity | perceived in
the City of Johannesburg

Based on a business opportunity |
perceived, | have developed a new
market in the City of Johannesburg

| have put together an entrepreneurial
team to pursue a business
opportunity | perceived in the City of
Johannesburg.

| have approached investors (eg angel
investors or venture capitalists) to
acquire funding for a business
opportunity in the City of
Johannesburg.
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9. In each of the questions below please SELECT the NUMBER that best corresponds to

your answer.

Do you know of any current independent start-up
business in any of the 7 regions of the City of
Johannesburg?

Does your current job involve a start-up business
in any of the 7 regions of the City of
Johannesburg?

Are you an owner/manager of a business in any of
the 7 regions of the City of Johannesburg?

Do you know of any Angel Investor in any of the 7
regions in the City of Johannesburg?. (An Angel
Investor is commonly a wealthy individual that
agrees to invest in a small start-up company that
has little access to capital, they are focused on
helping the start-up take the first steps, rather
than profit)

Do you know any Entrepreneur in the last two
years in any of the 7 regions of the City of
Johannesburg?

Definitely, YES

1
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Uncertain/ Not Sure

2

Definitely, NO
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APPENDIX 3: UNIVERSITY LETTERS

Appendix 3A: Survey/ interview participant introduction

The Graduate School of Business Administration
University of the Witwatersrand, Johannesburg

2 St David’s Place, Parktown Johannesburg, 2193 South Africa
PO Box 98, WITS, 2050

To Whom It May Concern:
SURVEY/INTERVIEW PARTICIPANT INTRODUCTION

Entrepreneurial orientation of the City of Johannesburg, South Africa,
implications for metropolitan municipal entrepreneurial ecosystem performance

This is to confirm that Jones Malakoane is undertaking a bona fide academic project in
partial fulfillment of the requirements of the Master of Business Administration (MBA)
degree at the Graduate School of Business Administration, University of the
Witwatersrand, Johannesburg (Wits Business School), provided the student can produce
a valid student card that confirms his/her current registration.

Wits Business School MBA students are required to carry out an Applied Research
Project on a topic of their choice, which typically requires data collection and analysis
grounded in academic literature. The final project will be available to other scholars
through the University library.

Should you have any queries regarding the project please contact the student, the
project supervisor or the undersigned.

Student Project Supervisor

Jones Malakoane Dr Murimbika

011 764 2243 011 717 9999

083 418 3416 083 613 6530
jonzy.malaks@gmail.com mcedward.murimbika@wits.ac.za

Yours sincerely,

Prof Anthony Stacey

Director: Postgraduate Student Research
011 717 3587

082 880 4531
Anthony.Stacey@wits.ac.za
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Appendix 3B: Confidential disclosure undertaking

The Graduate School of Business Administration
University of the Witwatersrand, Johannesburg

2 St David’s Place, Parktown Johannesburg, 2193 South Africa
PO Box 98, WITS, 2050

To Whom It May Concern:
CONFIDENTIAL DISCLOURE UNDERTAKING

Entrepreneurial orientation of the City of Johannesburg, South Africa,
implications for metropolitan municipal entrepreneurial ecosystem performance

This is to confirm that Jones Malakoane is undertaking a bona fide academic project in
partial fulfillment of the requirements of the Master of Business Administration (MBA)
degree at the Graduate School of Business Administration, University of the
Witwatersrand, Johannesburg (Wits Business School), provided the student can produce
a valid student card that confirms his/her current registration.

Wits Business School MBA students are required to carry out an Applied Research
Project on a topic of their choice, which typically requires data collection and analysis
grounded in academic literature. The final project will be available to other scholars
through the University library.

We would appreciate any assistance that you may be willing to give to our students in
collecting data and preparing their final report. The data itself will remain confidential,
the source of the data will not be disclosed and results will only be presented in a
summarized format.

Should you have any queries regarding the project please contact the student, the
project supervisor or the undersigned.

Student Project Supervisor

Jones Malakoane Dr Murimbika

011 764 2243 011 717 9999

083 418 3416 083 613 6530
jonzy.malaks@gmail.com mcedward.murimbika@wits.ac.za

Yours sincerely,

Prof Anthony Stacey

Director: Postgraduate Student Research
011 717 3587

082 880 4531
Anthony.Stacey@wits.ac.za
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APPENDIX 4: COVER LETTERS

Appendix 4A: Cover letter for entrepreneurial ecosystem
performance research instrument.

Hi guys

Hope you all of you are well and in good health. Kindly assist me by completing my ARP
research survey. The survey can be found by clicking the link below:

https://wits.eu.qualtrics.com/jfe/form/SV 6RKPbMMsfSHCNPD

The completion of this survey should take you approximately 10 minutes. Your
participation in the survey is completely voluntary and your answers will be kept
anonymous.

Should you have questions or queries feel free to contact me on 079 526 0636.
Regards,

Jones Malakoane
MBA Student: 511538
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Appendix 4B: Cover letter for entrepreneurial orientation CoJ-DeD
research instrument.

Hi guys

| am Jones Malakoane an MBA Student at Wits Business School, see the university letters
attached. Kindly assist me by completing my MBA research survey. The survey can be
found by clicking the link below:

https://wits.eu.qualtrics.com/jfe/form/SV 89cWky03pUpYI01

The completion of this survey should take you approximately 10 minutes. Your
participation in the survey is completely voluntary and your answers will be kept
anonymous. Feel free to forward this message both via e-mail or on WhatsApp (just copy
and paste) or LinkedIn to some of your colleagues at CoJ Department of Economic
Development.

Should you have questions or queries feel free to contact me on 079 526 0636.

Regards,
Jones Malakoane
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APPENDIX 5: CONSISTENCY MATRIX

Research Question: What is the relationship in practice between the metropolitan municipal Entrepreneurial Orientation
and its local Entrepreneurial Ecosystem performance? The present study answers this question by exploring the
relationship between the level of entrepreneurship in a government organisation, the City of Johannesburg
metropolitan municipality Department of Economic Development Entrepreneurial Orientation and the performance of
its local Entrepreneurial Ecosystem

Modified Type
Sub problems Literature Review H Source of data of Analysis
ypotheses data
H1A: Thereis a EO research
positive instrument survey
(Schumpeter, relationship questionnaire
1934; Kimberley, between the (Q4_1-Q4.9)
1981; Miller, 1983; | perceived CoJ Cronbach Alphas,
To determine the | Covin and Slevin, innovativeness EE research Pearson Correlation,
relationship between Cod | 1989; Lumpkin and | and its perceived instrument survey Kaiser-Meyer-Olkin
perceived EO | Dess, 1996; EE’s questionnaire Measure of Sampling
innovativeness Kurkertz et al., entrepreneurial (Q7_1-Q7_4) Measure Adequacy
dimension and its | 2017; Shane and opportunity Ordinal | and Bartlett's Test of
perceived local EE | Venkataraman, recognition. Sphericity, Exploratory
performance. 2000; Herrington Factor Analysis,
etal., 2017; H1B: There is a EO research Welch's t-test.
Kuratko et al., positive instrument survey
2008; relationship questionnaire
Rauch, Wiklund, between the (Q4_1-Q4.9)
Lumpkin and Frese | perceived CoJ
2009; Moreno and | innovativeness EE research
Casillas, 2008; and | and its perceived instrument survey
Kleinschmidt and EE’s questionnaire
Copper, 1991; entrepreneurial (Q8_1-Q8_4)
Subramanian and | opportunity
Nilakanta, 1996) exploitation.
H2A: Thereis a EO research
positive instrument survey
(Cantillon, 1734; relationship questionnaire
To determine the | Miller, 1983; Covin | between the (Q5_1-Q5_4)
relationship between CoJ | and Slevin, 1989; perceived CoJ Cronbach Alphas,
perceived EO | Lumpkin and proactiveness and | EE research Pearson Correlation,
proactiveness dimension | Dess, 1996; its perceived EE’s | instrument survey Kaiser-Meyer-Olkin
and its perceived local | Venter et al., entrepreneurial questionnaire Measure of Sampling
EE performance. 2015Kurkertz et opportunity (Q7_1-Q7_4) Ordinal | Measure Adequacy
al., 2017; Shane recognition. and Bartlett’s Test of
and Sphericity, Exploratory
Venkataraman, Factor Analysis,
2000; Herrington H2B: There is a EO research Welch's t-test.
et al., 2017, positive instrument survey
Kuratko et al., relationship questionnaire

2008; Casillas and

between the
perceived CoJ

(Q5_1-Q5_4)
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Moreno, 2010;
Rauch et al., 2009)

proactiveness and
its perceived EE’s
entrepreneurial
opportunity
exploitation.

EE research
instrument survey
questionnaire
(Q8_1-Q8 4)

To determine the

relationship Cod
perceived EO risk-taking
dimension and its
perceived local EE
performance.

(Penrose, 1959,
Miller, 1983, Covin
and Slevin;
Lumpkin and
Dess, 1996; Gupta
and Pandit, 2012
Kurkertz et al.,
2017; Shane and
Venkataraman,
2000; Herrington
etal., 2017,
Kuratko et al.,
2008; Rauch et al.,
2009; Wiklund and
Shepherd, 2005)

H3A: Thereis a
positive
relationship
between the
perceived CoJ
risk-taking and its
perceived EE’s
opportunity
recognition

EO research
instrument survey
questionnaire
(Q6_1-Q6_5)

EE research
instrument survey
questionnaire
(Q7_1-Q7_4)

H3B: Thereis a
positive
relationship
between the
perceived CoJ
risk-taking and its
perceived EE’s
entrepreneurial
opportunity
exploitation

EO research
instrument survey
questionnaire
(Q6_1-Q6_5)

EE research
instrument survey
questionnaire
(Q8_1-Q8 4)

Ordinal

Cronbach Alphas,
Pearson Correlation,
Kaiser-Meyer-Olkin
Measure of Sampling
Measure Adequacy
and Bartlett’s Test of
Sphericity, Exploratory
Factor Analysis,
Welch's t-test.
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