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Abstract

The research aims to establish what role non-traditional business school
programmes play in fostering social entrepreneurial networks. The research
highlights what role AMBA-accredited business schools play in fostering social
entrepreneurial networks through the use of their non-traditional business school
programmes. Central to any discussion on social entrepreneurship are the
questions of who should and who can take responsibility for the needs of civil
society (Roper and Cheney, 2005). Indeed, ideologically based questions emerge
regarding the continuance and health of a civil society that is necessarily distinct
from either the political or economic sector (Roper and Cheney, 2005). The
importance of this research lies in the fact that it will highlight the current
shortcomings of non-traditional business school programmes of AMBA-accredited
business schools in South Africa, as well as the positive role that these business

schools play in fostering social entrepreneurial networks.

According to the results of this study, non-traditional business school products do
foster social entrepreneurial networks; however it seems that these networks are
not producing the results that are needed to solve the social needs of South Africa.
The main finding of this research is the fact that individuals and organisations
donate rather than getting actively involved in social entrepreneurial ventures. This
results in social entrepreneurial ventures being reliant on donor funds rather than

being self sufficient.

This study relies heavily on literature from traditional entrepreneurship and could
perform as a foundation for future studies on social entrepreneurship and the
networks it consists of. As was pointed out by most of the expert interviews, the
more research that is done in South Africa, the better the results on the economic

and social fronts could be.
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1. Chapter 1: Problem Definition

1.1 Introduction

Kase & Liu (1996) emphasise the importance of networking based on personal
relationships and what networks could mean for any innovation process,
particularly in the social sector. Individuals need a structure (programme) to
exchange information and therefore to form networks. It is this specific area of
social entrepreneurship that this study researches. Social entrepreneurs are one
species in the genus entrepreneur, and are entrepreneurs with a social mission
(Dees, Haas & Haas, 1998). For social entrepreneurs, the social mission is explicit
and central, and this obviously affects how social entrepreneurs perceive and
assess opportunities (Dees, Haas & Haas, 1998). Business entrepreneurs focus on
wealth creation as a way of measuring value creation, whereas social
entrepreneurs are mission-related and the impact becomes the central criterion,
not wealth creation (Dees, Haas & Haas, 1998). Wealth is thus just a means to an
end for social entrepreneurs. Social networks focus the attention of relationships
between social entrepreneurs and other role players that provide the resources
that are important in establishing a business of a social nature (Greve & Salaff,
2003).

More than 1.4 million non-profit organisations in the United States of America
(USA) generate $1.36 trillion in revenue, constituting at least 5 percent of the GDP
of the USA, while individual charitable giving alone has reached a high of $300
billion (Rangan, Leonard and McDonald, 2008). In addition to these figures, both
traditional and social entrepreneurship currently occur at significantly higher rates
than at any time in the last 100 years (Gartner & Shane 1995) (Thornton, 1999).
Along with the increase in entrepreneurship has come growth in the number of
endowed chairs in business schools, positions in research institutions, foundations,
professional organisations, and journals in the field of entrepreneurship (Katz,
1991) (Robinson & Haynes, 1991) (Sandberg & Gatewood, 1991) (Thornton,
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1999). Yet in spite of these developments, little consensus or research exists as to

how new social entrepreneurship networks could be formed.

In one of the most recent studies published by Said, Wegman, Sharabati and
Rigsby (2007), social network analysis is defined as being concerned with
understanding the linkages among social entities and the implications of these
linkages. Said et al (2007) further found that most social networks revolve around
certain people or organisations. Bedard and Herman (2008) believe that individuals
with different educational backgrounds or levels of ability may wish to enrol in
advanced degree programmes during different phases of the business cycle and
their career cycles. This results in inter-cohort skill differentials, even within
narrowly-defined categories of education (Bedard & Herman, 2008). This implies
that the centrifugal positioning of these people or organisations allows them better

access to information and its dissemination.

There are numerous reasons for the contemporary interest in both traditional and
social entrepreneurship and what their networks have to offer. Klandt and Fayolle

(2006) found essentially three reasons why these are important;

1. Job creation and economic development (Klandt and Fayolle, 2006) —
According to Jesselyn Co and Mitchell (2006) it is estimated that more than
8 million people will be unemployed in South Africa by 2010. It is widely
believed that the only way for South Africa to effectively address
unemployment and revitalise the economy is through the rediscovery of the
entrepreneur who takes risks, breaks new ground and innovates (Jesselyn
Co & Mitchell, 2006).

2. Strategic adjustment/realignment (Klandt and Fayolle, 2006) — In order to
readjust and align strategically with the economic and employment needs of
South Africa, Nieuwenhuizen and Kroon (2002) suggest that a holistic

approach is necessary to foster an entrepreneurial culture in society. The
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educational system has to be supported by economic and political
institutions to inculcate the entrepreneurial culture in society and to ensure
the facilitation and actual establishment of enterprises (Jesselyn Co &
Mitchell, 2006). This culminates in a scenario where the furthering of
traditional or social entrepreneurship networks is crucial for economic and

social growth in society (Jesselyn Co & Mitchell, 2006).

3. The deregulation and privatisation of public utilities and state-owned
enterprises (Klandt and Fayolle, 2006) - According to Pollitt (1999), the
benefits of deregulation and privatisation of public utilities lies in the

following:

a. It will reduce government involvement in industry (Pollitt, 1999).

b. 1t will increase efficiency (Pollitt, 1999).

c. It will reduce public sector borrowing requirements (Pollitt, 1999).

d. It will curb public sector union power (Pollitt, 1999).

e. It will increase share ownership and employee share ownership
(Pollitt, 1999).

f. 1t will gain political advantage (Pollitt, 1999).

The importance of this study for the South African environment will be further
elaborated on in the remainder of Chapter 1. Chapter 2, where literature sources
were researched and collated, will aim to provide evidence of the perspective of
the South African and in certain instances the global environment on the research

topic.
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A research study will be conducted to assess whether or not non-traditional

business school programmes do, in fact, foster social entrepreneurship networks.

1.2 Research Scope

The Global Entrepreneurship Monitor (GEM) is an executive report conducted
annually in order to assess the current state of entrepreneurship in a specific
country compared to the rest of the world (Antonites, 2003). The 2007 report
includes a comparison of 58 countries in the adult population group (Bosma,
Jones, Autio & Levie, 2007). To highlight a small number of conclusions regarding

the South African ranking:

e South Africa is ranked in the 33" position in the GEM Red Tape Index
based on GEM expert survey ratings of regulations for starting a business
(Bosma et al, 2007).

e South Africa is ranked in the 23" position in the World Bank Red Tape Index
based on World Bank estimates of ease of registering a business (Bosma et
al, 2007).

e For middle and low income countries, South Africa, alongside Hungary and
Croatia, has the lowest rating for the development of early stage

entrepreneurial activity (Bosma et al, 2007).

e South Africa and Jordan have high proportions of innovative entrepreneurs
in the early stage entrepreneurial activity for new product-market
combinations, which is in contrast to the ratings they have when it comes to

early stage entrepreneurial activity (Bosma et al, 2007).

According to Antonites (2003), entrepreneurship is of the utmost importance. The
results of the GEM report indicates that the image of South Africa in the

entrepreneurial community is seen as negative, especially the role that
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entrepreneurship, and in particular social entrepreneurship and its related

networks, plays in the South African economy (Antonites, 2003).

According to Jones & English (2004), traditional business education programmes,
although well attended, have come under criticism for failing to be relevant to the
needs of the changing business environment. Entrepreneurial education provides
an opportunity to address some of the contemporary needs of business education
in ways that the traditional system does not (Mitra, 2002). What culminates as a
result thereof is the lack of development of social entrepreneurship networks and

as a direct result contributes to the economic and social state of South Africa.

Kingdon & Knight (2006) and StatsSA (1998) found that unemployment has
increased in South Africa and Table 1.1 is evidence thereof. To highlight but one
dilemma, unemployment in South Africa, Table 1.1 clearly indicates the
unemployment rate that was measured in 1998. From Section 1 of Table 1.1 it is
evident that the labour absorption rate has declined from 1994 to 1997. It has
decreased from 38.2% to 33.9%, meaning that less people have been employed
during this period. This is a contributing factor to unemployment. Although the
StatsSA (2007) publication indicates that the number of employed people has risen
from 11,181,000 in September 2001 to 13,234,000 in September 2007, the number
of economically active persons (labour force) was slightly lower at 17,178,000
compared with September 2006 (17,191,000). This, coupled with an expansion in
the working age population, resulted in a decline in the labour force
participation/activity rate from 57.3% in September 2006 to 56.7% in September
2007. StatsSA (2007) highlights the same issues as those that were highlighted by
the StatsSA (1998) findings.

Section 2 furthermore indicates that the official unemployment rate, as well as the
labour force participation rate, declined from 1994 to 1997. Table 1.2 indicates that
the employment rate in South Africa grew by 3.33 % from 2001 to 2007, which is

not enough if one is to take into consideration the findings of Antonites (2003) and
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Van Tonder (2003). Antonites (2003) and Van Tonder (2003) state that South

Africa’s economy needs to growth 7.7% per annum until 2014 in order to bring

unemployment under 11% in South Africa. The conclusion reached from Tables

1.1 to 1.2 indicates that the number of individuals actively employed and

consequently contributing to the South African economy and the social needs of

South Africa declined during the period from 1994 to 1997 and have not grown

adequately over the period 2001 to 2007 to provide for all the economic and social

needs of South Africa.

1: Employed measured by OHS 1994-1997, and labour absorption

1994 1995 1996 1997
a Population 15-65 years (000s)! 20 866 21 324 21 815 22 294
b Employed measured by OHS (000s) 7971 8 069 7 590 7 548
c=100"b/a Labour absorption rate ( % ) 38,2 37.8 34.8 339
2: Official unemployment rate measured by OHS 1994-1997, and corollaries

1994 1995 1996 1997
d Unemployed measured by OHS: official 1 988 1644 2019 2238

definition (000s)

e=b+d Economically active (000s) 9 959 9713 9 609 9 787
f=a-¢ Not economically active (000s) ? 10 907 11612 12 206 12 507
¢=100*d/e Official unemployment rate ( % ) 20,0 16,9 21,0 22,9
h=100%¢/a Labour force participation rate ( %o ) 47.7 45,5 44.0 43.9
3: Expanded unemployment rate measured by OHS 1994-97, and corollaries

1994 1995 1996 1997
i Unemployed measured by OHS: 3672 3 321 4197 4551

expanded definition: (000s)

j=b+ Economically active (000s) 11 643 11 390 11 787 12 100
k=a-j Not economically active (000s) 9223 9934 10 028 10 195
1=100%i/j Expanded unemployment rate ( % ) 31.5 29,2 35,6 37,6
m=100%j/a Labour force participation rate ( %o ) 55.8 534 54.0 54,3

1. The population figures are derived from preliminary population estimates of Census ‘96.

-

Table 1.1: The Labour Market in South Africa (StatsSA, 1998)

2. The not-economically active include pensioners, full-time students, disabled, people and full-time homemakers.
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Table 1.2: Employment and Labour Force Statistics: Sept 2001 - Sept 2007
StatsSA (2007)

South Africa’s high unemployment rate alludes to the fact that entrepreneurship
education in the past has lacked an accepted paradigm or theories which could
assist the trainer and educator to include material which will assist in the ability to
(Nieman, 2001):

e convince the student or attendee to become actively involved in
entrepreneurship (Nieman, 2001).

¢ understand the dynamic world of entrepreneurship (Nieman, 2001).

e curb the reality shock of the real world by means of formal tuition (Nieman,
2001).

Nieman (2001) states that for social entrepreneurs and their networks to function
optimally and to grow faster and stronger businesses, education will need to play a

more integral and influential role. This is due to the close linkage of traditional and
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social entrepreneurship, bearing in mind that the purpose of the ventures could be

different.

There is a growing consensus amongst policy makers and other important
stakeholders that entrepreneurship and business education can increase both the
quality and the quantity of entrepreneurs entering an economy (Matlay, 2006). This
could impact on the social entrepreneurship networks that could be formed as a
direct result thereof. The scope of the research is further aimed at business
schools in South Africa and the various non-traditional business school
programmes they have. Due to the limitation of time, the following factors will be

used in the analysis of business schools in South Africa:

1. Business schools will be used as an umbrella term to include all AMBA

(Association of MBAS) accredited business schools in South Africa.

2. GIBS (The Gordon Institute of Business Science) will form the focus of the

study owing to its status as an accredited AMBA member.

3. Official access granted to their non-traditional business school programmes
by the director of GIBS, Prof. Binedell and Mr. Prangley, (see Appendix 1),

further aided the decision to focus on GIBS.

1.3 Research Motivation

Fiet (1996) states that most research on entrepreneurship investigates the
entrepreneurial process after opportunities have been discovered. The Heinonen
and Poikkijoki (2006) study recognises that entrepreneurship has been recognised
as of fundamental importance for the economy owing to its considerable macro-
and micro-level effects. Due to the fact that both Fiet (1996) and Heinonen and
Poikkijoki (2006) had mentioned the importance of entrepreneurship, it has been

decided that social entrepreneurship, and specifically social entrepreneurship
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networking, be the main focus of the research, in order to further the research on
social entrepreneurship networking. Networking has been found to be a central
component of traditional entrepreneurship - a cultural, social, and economic milieu
that encourages and nurtures the creation of new business ventures (Pages &
Garmise, 2003). It is envisaged that social entrepreneurial networks would provide
the same attributes for social entrepreneurial ventures as traditional
entrepreneurship networks provide for traditional entrepreneurial ventures, and is

therefore the focus area of this study.

The accessibility of information is linked to the concept of distance; the closer one
Is to other people in the network, the shorter the path required for information to
travel in order to reach partners, making it easier to acquire information (Said et al,
2007). The aim of this research report is to determine whether or not non-
traditional business school programmes do foster social entrepreneurship networks
and shorten the flow of information. More specifically; it will be investigated
whether or not non-traditional business school programmes of South African AMBA
accredited business schools (that is, The Gordon Institute of Business Science),
including such programmes as the Dialogue Circle and Nexus of GIBS, will impact

social entrepreneurship networks. This research is aimed at:

1. Providing entrepreneurs, and particularly current or future social
entrepreneurs, the means of establishing whether or not non-traditional
business school programmes will assist in their entrepreneurship network

extension and building.

2. Affording business schools the opportunity to promote themselves as
helping to foster social entrepreneurship networks through their non-
traditional business school programmes, thereby making them more
attractive as institutions of choice for a postgraduate education or a

management course.
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3. Benefiting the South African economic environment by means of:

a. Assisting in the development of potential social entrepreneurs as
future business leaders in the South African and international field of
business and therefore limiting the growth of factors such as

unemployment (Antonites, 2003).

b. Assisting with potentially finding solutions to the social needs of

South Africa (Own conclusion).

1.4 Research Problem

The introductory part of this chapter highlighted the general problems and issues
pertaining to social entrepreneurship. It has highlighted social entrepreneurship
networks in South African business schools and the education and training of
entrepreneurs in these institutions (Antonites, 2003). According to Magner (2008),
business education in South Africa is being challenged to meet the requirements of
the fast-changing business environment. A resource-based approach to
entrepreneurship through the following four activities characterises what Magner
(2008) and Antonites (2003) are aiming for (Jones and English, 2004):

1. The transformation of resources and skills into a product or service (Jones
and English, 2004).

2. The deployment and implementation of an entrepreneurial strategy (Jones
and English, 2004).

3. The selling or development of a product or service to maximise both
financial (ROI) and social (SROI) returns (Jones and English, 2004).

4. The efficient acquisition of strategically relevant resources and capabilities
(Jones and English, 2004).
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Birley, Cromie & Myers (1990) and Brereton & Jones (2