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The relationship between planning
strategies and entrepreneurial
success for start-up entrepreneurs
in the Western Cape

A psychological approach to entrepreneurship

Fawzy Basardien, Christian Friedrich and Hamieda Parker

Abstract: The total entrepreneurial activity rate in South Africa was 9.1%
in 2011, compared with 8.9% in 2010, which is below the average for
similar economies. This study examines the moderating impact of environ-
mental difficulty on the relationship between planning strategies and
entrepreneurial success. The authors carried out a cross-sectional inter-
view-based study of 60 start-up entrepreneurs in the Western Cape in
South Africa. The results show that environmental difficulty moderated the
relationship of ‘opportunistic’ and ‘reactive’ strategies to entrepreneurial
success. No moderation effects were found for environmental difficulty on
the relationship between success and ‘complete planning’ and ‘critical
point planning’ strategies.
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The 2011 Global Entrepreneurship Monitor indicates
that South Africa’s total entrepreneurial activity rate
remained constant from 2010 (8.9%) to 2011 (9.11%)
(Simrie et al, 2011). This is of serious concern and
presents an opportunity for investigation into the factors
that impact on entrepreneurial success. Another finding
suggests that only a small number of South African
start-up businesses grow into mature firms (Kotzé and
Smit, 2008). This has negative implications for future
sustainable business growth, and for the South African
government’s growth strategy, particularly as it is
expected that small business development could create

two-and-a-half million jobs by 2020 (FinMark Trust,
2010).

The National Small Business Act of 1996 (amended
in 2004) is aimed at promoting an entrepreneurial
climate and making entrepreneurship a priority focal
area for job creation and economic development (De-
partment of Trade and Industry, 2008). The policy and
strategic framework at national level has resulted in the
Provincial Government of the Western Cape implement-
ing numerous support programmes to develop small,
medium-sized and micro-enterprises (SMMEs) and to
make financial and non-financial support more
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accessible in order to promote a favourable entrepre-
neurial climate. Against this background, it is imperative
to improve the skills base and foster positive entrepre-
neurial attitudes through education and training.
However, without an enabling environment it will be a
challenging task to improve the current situation.

Lack of finance has been identified as the primary
factor in business failure (Fatoki and Akinwumi, 2010).
However, other views suggest that lack of finance can be
overemphasized, while other factors, such as entrepre-
neurial skills and training, are understated (Maas et al,
2008). Hellriegel et al (2008) argue that managerial
competencies, such as knowledge, skills, attitudes and
personal qualities, are important determinants of
successful sustainable entrepreneurship. Due to the fact
that entrepreneurship is so complex, the search for
distinctive entrepreneurship theories continues as we
strive for a better understanding of entrepreneurial
success.

This study offers empirical evidence to suggest that
high-level planning strategies drive success in difficult
environmental conditions and should be included in
entrepreneurship research. The study should have
significant value to a broad spectrum including govern-
ment, researchers, financiers, practising entrepreneurs
and universities.

Theoretical model

Entrepreneurship as a theoretical construct and a
practical phenomenon remains poorly defined and the
interpretation fragmented, suggesting new lines of
enquiry (Kikooma, 2010). As an increasing number of
psychologists are working in the field, the emphasis on
psychological variables has shifted from personality and
trait approaches to action-based perspectives, because
studies on the former have produced inconsistent results
(Foo et al, 2009).

Hence, enquiries using psychological frameworks
mark a fresh approach involving a general success
model of entrepreneurship that takes into account all
psychological variables (Van Gelderen et al, 2007). This
approach may be of value to sustainable business
development in early-stage entrepreneurship activity as
a predictor of entrepreneurial success.

The central model in this study (Figure 1) is a general
framework of success based on the main assumption
that actions lead to success. The focus is on the planning
strategies of the entrepreneur. Strategies have been
emphasized as very important to entrepreneurship
research, particularly in the context of the growth of
global markets, which stimulates competition globally
and locally (Muhammad et al, 2010). Entrepreneurial
actions have also been studied in pre-start-up, start-up

Figure 1. Success model.

and post-start-up phases of successful and unsuccessful
enterprises. In such studies, the focus is on how entre-
preneurs adapt to changing environmental conditions
through learning experiences (Baron and Katz, 2007).
Our study focuses on understanding the planning
strategies of start-up entrepreneurs in relation to entre-
preneurial success under conditions of environmental
difficulty.

Strategy process characteristics

An intense debate has emerged in the entrepreneurship
literature on the value of planning, particularly with
regard to start-up entrepreneurs. Some scholars argue
that formal planning is a vital component in preparing
start-up entrepreneurs. One study has shown that of the
top 100 business schools in the USA, 78 offer courses
on business plan writing (Honig and Karlsson, 2007).
Scholars have also pointed out that in many countries
business plan competitions play a crucial role in promot-
ing entrepreneurship (Honig and Karlsson, 2007). The
question remains, however, as to whether business plan
writing skills and the business plan itself can be singled
out as a major contributing factor to success. To date
there are no consistent empirical studies suggesting that
content strategies such as business plans, marketing
plans and financial plans are strong predictors of
success, particularly for start-up entrepreneurs.

The emergence of new theories concerning entrepre-
neurial processes in relation to success constitutes a
milestone in entrepreneurship research. Strategy process
characteristics have provided useful insights into the
implementation of general action templates in everyday
situations in which individuals discover, evaluate and
exploit business opportunities (Gielniek, 2010). In
contrast to the study of strategy in the management
literature, which focuses on the organizational level,
research on strategy process characteristics centres on
the individual rather than the organization. The psycho-
logical perspective postulates that the individual is the
main actor in the business and dominates processes and
business decisions. There is no success without action,
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and strategy process characteristics have a direct effect
on actions.

Frese’s (2000) definition of action strategy distin-
guishes four areas: complete planning, critical point
planning, opportunistic planning and reactive planning
strategies. Higher-level planning strategies such as
complete planning and critical point planning strategies
represent the top-down approach, while lower-level
planning strategies such as opportunistic planning and
reactive planning strategies represent a bottom-up
approach. Higher-level planning strategies also involve
long-term planning and high goal orientation, which is
translated into commitments of personal (time and
effort) and financial resources.

Hypothesis 1: Complete planning and critical point
planning are positively related to entrepreneurial
success, while opportunistic and reactive planning are
negatively related to entrepreneurial success.

Environment

In line with the view of organizational research, it is
expected that the effects of strategy process characteris-
tics on planning strategies will be dependent on the
business environment, which has various dimensions –
uncertainty, the degree of predictability of the environ-
ment; complexity, the intricacy of the environment; and
hostility, which may emanate from the number of com-
petitors and/or the lack of business opportunities
(Gielniek, 2010). A difficult environment is high in
uncertainty, hostility and complexity. Such an environ-
ment exists when there are many competitors who reduce
prices, when it is difficult to predict the future and when
many product and process innovations are occurring.

Strategy process characteristics and planning strategies
interact with environmental conditions in various ways.
Another moderator of the planning–success relationship
is the cultural setting in which SMMEs operate. More
specifically, the tolerance of uncertainty appears to vary
in different cultures (Brinckmann et al, 2010). In South
Africa there are many different cultures that may impact
on the planning–success relationship. High-level plan-
ning strategies such as complete planning and critical
point planning strategies should be more effective in
difficult environments if entrepreneurs plan well, because
planning makes better use of scarce resources and can
potentially position the business better.

Hypothesis 1A: Environmental difficulty moderates
the relationship between complete planning strategy
and entrepreneurial success.

Hypothesis 1B: Environmental difficulty moderates
the relationship between critical point planning
strategy and entrepreneurial success.

Hypothesis 1C: Environmental difficulty moderates
the relationship between opportunistic strategy and
entrepreneurial success.

Hypothesis 1D: Environmental difficulty moderates
the relationship between reactive strategy and
entrepreneurial success.

Methodology

Research questions

(1) What is the most preferred type of strategy imple-
mented by the entrepreneur in a difficult
environment to ensure success?

(2) What is the least preferred type of strategy in a
difficult environment?

(3) What type of strategy is most preferred in an easy
environment?

Research context

The apartheid regime in South Africa prevented black
South Africans from owning and starting businesses.
This had a major impact on the prevailing level of
entrepreneurial activity among black South Africans
with its heritage of a lack of entrepreneurial skills,
confidence and role models. Black South Africans,
especially women, are the least likely to start businesses
(Maas and Herrington, 2006). Although there have been
numerous government initiatives to support entrepre-
neurs, the results have not been very successful,
especially in relation to start-up entrepreneurs.

Against this background, only start-up businesses
were included in the study.

The sample

All the businesses were based in Cape Town and
surrounding business districts and consisted of SMMEs
in trade, manufacturing, service and construction
sectors. The businesses were randomly selected from the
Western Cape Business Opportunity Forum (WECBOF).
SMMEs registered as members of WECBOF typically
represent a large proportion of start-up entrepreneurs.

The following selection criteria were used. SMMEs
were selected from the WECBOF database. Only
SMME owners who had run their business for at least
three months but not more than three-and-a-half years
were included in the sample. The SMMEs selected had
between one and 50 employees. Only formal businesses
were included in the study.

Of the entrepreneurs selected, the rejection rate was
32%. In total, 60 entrepreneurs were selected (82% male
and 18% female). Table 1 presents the statistics of the
sample. The industries represented included manufactur-
ing (15%), construction (12%), trade (8%), services
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Table 1. Interview sample, descriptive statistics (N = 60).

Variable N % M (years)

Gender:
Male 49 82
Female 11 18

Line of business:
Manufacturing 9 15
Construction 7 12
Trade 5 8
Services 35 58
Other 4 4

Number of employees: 15.17
1–10 (micro-businesses) 48 80
> 11 (small businesses) 12 20
Age of business: 6.3
< 5 years 30 50
> 5 years 30 50

Age of entrepreneur: 44
Min = 24 , max = 62

Years of education:
Less than grade 12 12 20
Grade 12 7 12
Diploma 25 42
Degree 13 22
Postgraduate 3 4

(58%) and other (4%). Most businesses selected (80%)
were micro-businesses (between 1 and 10 employees)
and 20% were small-scale businesses (more than 10 but
fewer than 50). The average age of the businesses was
6.3, and the average age of the entrepreneurs was 44.

Interview procedure

The interview procedure was successfully piloted with a
small group of entrepreneurs in South Africa (see
Krauss et al, 2005; Gielniek, 2010; Basardien, 2012)
and was modified and adapted to make it appropriate for
the South African context. Structured interviews were

employed, both in the sense of a structured script for the
interview and a structured analytical scheme to code the
answers, plus an interviewer evaluation. The interviews
were in English and were not recorded because of the
noise level at certain sites. The interviewer wrote down
the answers as close to verbatim as possible. Immedi-
ately following the interview, the interviewer completed
an interviewer evaluation questionnaire, which assessed
his or her impressions regarding success factors.

Operationalization of the variables

The process characteristics consist of complete plan-
ning, critical point planning, opportunistic and reactive
strategies. These were measured through an extended in-
depth interview. The respondents were asked to rank a
list of common business goals written on cards, and to
describe their first and second goals in detail. In this
process, the respondents described sub-goals that were
related to the cards presented. The sub-goals were
repeated and the respondents were asked to describe
how they would achieve them. They were also asked
what they had already done to achieve these goals. This
part of the interview took about 50 minutes.

The responses were coded with the assistance of
anchors, such as:

• Complete planning: ‘Detailed planning including
contingency plans’.

• Critical point planning: ‘Only the most important
issues are addressed including back-up plans’.

• Opportunistic strategy: ‘There is very little plan-
ning, the person is easily distracted and is
proactive’.

• Reactive strategy: ‘There is no planning and the
person waits for issues and problems to happen’.

Table 2. Scale characteristics of main variables.

Scale/index Number of items ααααα M SD Range N Inter-rater1

Sales success 3 0.72 1.34 0.91 1–5 60 –
Size success 3 0.82 2.38 0.87 1–5 60 –
Growth success 3 0.79 3.42 1.05 1–5 60 –
Entrepreneurial success 3 0.81 3.02 1.07 1–5 60 –
Complete planning 2 (0.83) 1.42 0.97 1–5 60 0.86
Critical point planning 2 (0.87) 1.52 1.03 1–5 60 0.91
Opportunistic strategy 2 (0.86) 3.22 0.87 1–5 60 0.82
Reactive strategy 2 (0.82) 3.67 1.24 1–5 60 0.79
Environment 8 0.78 3.38 0.63 1–5 60
Gender: 1 = male, 2 = female 1 – – – – 60
Starting capital (Rand) 1 – 29,652 97,623 0–989,000 60
Age of business (years) 1 – 6.20 4.40 1–23 60
Line of business: manufacturing 1 – – – 1–2 60
Line of business: construction 1 – – – 1–2 60
Line of business: service 1 – – – 1–2 60
Line of business: trade 1 – – – 1–2 60
Line of business: other 1 – – – 1–2 60

1 Intra-class coefficients.
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If there was planning, the coder would assess whether
the person planned for one or several issues. Planning
for several issues was interpreted as complete planning
and planning for one issue as critical point planning. In
the case of little or no planning, the degree of
proactiveness was assessed. If there was proactiveness,
this was coded as an opportunistic strategy. If there was
no proactive behaviour and little or no goal-directed
behaviour, this was classified as reactive strategy.

With regard to the complexity, hostility and uncer-
tainty of the environment, a five-point Likert scale was
used to measure the respondent’s perception of his or
her environment. The overall scale of environment was
0.78 and the items were z-standardized before they were
added to the scale.

Success was also assessed during the interview in
terms of growth (increase in clients over the past three
years), sales (increase in turnover over the past three
years) and size (number of employees). These measures
were combined to form an overall scale of entrepre-
neurial success (see Table 2).

Results

Direct effects

Examining the impact of reactive strategy on success,
reactive strategy explained 16% of the variance and was
statistically significant (∆r2 = 0.16, p < 0.01; model 4, β
= –0.40). Critical point planning explained 27% of the
variance and was statistically significant (∆r2 = 0.27, p
< 0.01; model 5, β = 0.53) and complete planning
explained 18% (∆r2 = 0.18, p < 0.01; model 6, β =
0.48). The most significant individual contribution was
made by critical point planning (model 5: β = 0.53, p <
0.01), followed by complete planning (model 6: β =
0.48, p < 0.01). Opportunistic strategy is negatively
related to success, but the result is not significant.

Critical point planning strategy characteristics cover
fewer business aspects, are less long-term and are less
strictly top-down than complete planning strategy
characteristics. Thus, entrepreneurs who exhibit critical
point planning strategy characteristics develop a less
sophisticated mental approach to their entrepreneurial
activities and to feedback signals from the environment
than entrepreneurs using complete planning strategy
characteristics (see Table 3).

Therefore, critical point planning strategy characteris-
tics facilitate a positive business performance
development, but not to the same extent as complete
planning strategy characteristics. Critical point planning
should be the preferred strategy during the start-up
phase, when the focus is on fundamental business issues
such as raising finance, securing premises and recruiting
personnel. Complete planning strategy is best used as
the business enters its fifth or sixth year: at this stage,
the level of complexities in the business should prompt
the entrepreneur to adopt a complete planning strategy.

A reactive strategy indicates a passive approach to
external demands and is the least favoured strategy.
Previous research confirms a negative relationship
between reactive strategy and success (Frese et al,
2002). Opportunistic strategy also has a negative impact
on success. However, entrepreneurs adopting such a
strategy are able to gain advantages from scanning the
environment for opportunities because of their high level
of proactive behaviour. On the other hand, their lack of
planning and goal orientation can have a negative
impact. A low level of planning implies that the entre-
preneur will not develop the opportunity fully. Hence,
Hypothesis 1 is accepted.

Moderation effects

Hierarchical regression analyses were used to test
Hypotheses 1A, 1B, 1C and 1D. In these analyses the

Table 3. Strategy process characteristics and entrepreneurial success.

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Main effects:
Environment –0.05 –0.05 –0.04 –0.01 0.00 0.00
Type of industry 0.12 0.13 0.15 0.15 0.15

Strategy process characteristics:
Opportunistic –0.02 –0.04 0.03 0.05
Reactive –0.4** –0.29** –0.22**
Critical point 0.53** 0.30**
Complete 0.48**
R 2 0.00 0.01*** 0.00 0.15** 0.42** 0.60**
∆R 2 0.00 0.01 0.00 0.16** 0.27** 0.18**
F 0.04 2.78 0.09 5.42** 15.17** 21.67**
P 0.92 0.22 1 0.00** 0.00** 0.00**

Notes: Controls were reported only if correlated with success in the study (n = 60). Standardized coefficients are reported. **p < 0.01;
*** p < 0.10.
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Table 4. Moderator effect of environmental difficulty on strategy process characteristics and success.

Indicator Size Sales Growth Entrepreneurial
success

Complete planning β 0.22 0.12* 0.32 0.20
X difficulty ∆R2 0.04 0.00* 0.03 0.02
Critical point planning β 0.09 0.26 0.04 0.11
X difficulty ∆R2 0.05 0.01 0.03 0.01
Opportunistic strategy Β –0.02* –0.07* 0.01* –0.05*
X difficulty ∆R2 0.00* 0.01* 0.00* 0.01*
Reactive strategy Β –0.11* –0.06** –0.22** –0.17**
X difficulty ∆R2 0.01* 0.00** 0.01** 0.02**

Note: *p < 0.10; **p < 0.01.

first step included all the control variables. The second
step included the linear component of the predictor
(complete planning strategy) and the expected modera-
tor (environmental difficulty). The last step included the
product of the predictor and the moderator (Baron and
Kenny, 1986). Due to space limitations, the results of the
last step of the regression analyses only are reported.
Moderator effects were not found for environmental
difficulty on all dimensions of success for complete
planning strategy. Moderator effects were not found for
environmental difficulty for any dimensions of success
except for sales success for critical point planning
strategy (see Table 4).

Figures 2 and 3 indicate significant moderation effects
for environmental difficulty on opportunistic/reactive
strategies and entrepreneurial success. No significant
effects were found for environmental difficulty on
complete planning and critical point planning strategies
and entrepreneurial success. Therefore Hypotheses 1A
and 1B are rejected and Hypotheses 1C and 1D are
accepted.

Figure 2. Significant interaction between opportunistic
strategy and entrepreneurial success.

The rejection of Hypotheses 1A and 1B suggests that
high-level planning strategies such as complete planning
and critical point planning should help to ensure entre-
preneurial success in a difficult environment. The effects
found in relation to Hypothesis 1C suggest that under
difficult environmental conditions an opportunistic
strategy is negatively related to entrepreneurial success.
When the environmental conditions are easy, there is a
positive relationship between opportunistic strategy and
entrepreneurial success. The effects found in relation to
Hypothesis 1D suggest that, under difficult or easy
environmental conditions, a reactive strategy is nega-
tively related to entrepreneurial success. Entrepreneurs
using opportunistic and reactive strategies have little or
no planning with a low future orientation.

What do these results imply for entrepreneurship in
South Africa?

It is evident that South Africa needs an enabling entre-
preneurial environment to realize a significant increase
in entrepreneurial activity. Without a more enabling
environment, individuals will not see entrepreneurship
as a financially viable option. There is also a need to
realize growth and success in existing businesses in

Figure 3. Significant interaction between reactive
strategy and entrepreneurial success.
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order to contribute towards a positive entrepreneurial
climate, particularly in rural areas.

Studies involving psychological predictors of success
and moderating effects are very limited in number.
Some previous studies (see Krauss, 2003; Frese and
Krauss, 2005; and Frese, 2011) examining the relation-
ship between strategy process characteristics and
success have focused on the direct effects through cross-
sectional and longitudinal research design. Other studies
(see Gielniek, 2010) have examined the entrepreneurial
process of opportunity discovery, evaluation and
exploitation at the start-up phase.

The present study identifies planning strategy as an
important function of entrepreneurial success, particu-
larly under difficult environmental conditions. With
higher success rates in start-ups, it is possible to create
more sustainable job opportunities and to reduce the
failure rate of start-up enterprises. In past studies, trait
and personality variables, such as locus of control, risk-
taking propensity and the need for achievement, have
been used as predictors of start-up enterprises. Personal-
ity traits are persistent and difficult to change. Although
many studies have been conducted involving personality
traits, there are no consistent results to suggest that such
traits can be effectively used to identify the potential
characteristics required for entrepreneurial success.

Contemporary approaches involving strategy process
characteristics and planning strategies suggest that such
process characteristics are, on the contrary, susceptible
to change and that it is possible for individuals to
acquire the ability, through appropriate education and
training, to move from a low-level planning strategy
(reactive and opportunistic) to a high-level planning
strategy (complete planning and critical point planning).
Our study suggests that, under difficult environment
conditions with hostile competition and high degrees of
uncertainty and complexity, the use of high-level
planning strategies by entrepreneurs is more likely to
lead to success. However, in an ‘easy’ environment, the
use of an opportunistic strategy may lead to success,
given an abundance of opportunities in the market (for
example, niche markets).

The findings reported here provide a useful input for
existing and future government-funded entrepreneurship
programmes, and may help South Africa to achieve
better outcomes in the form of an increase in start-up
enterprises and sustainable business growth.

The strategy process characteristics approach has
important implications for entrepreneurship education in
South Africa, particularly in schools and universities.
Traditionally, most entrepreneurship curricula have
tended to focus on content strategies (management,
financial management, marketing management, human
resources management, etc). Strategy process character-

istics offer a way of assessing how content strategies
such as financial management and other management
strategies are formulated and implemented.

With high rates of unemployment in South Africa,
young people need to be trained with entrepreneurial
skills and values so that they are equipped to start new
enterprises. Many South Africans grow up with limited
business experience or role models and therefore do not
have the confidence to start new enterprises. With the
introduction of the strategy process characteristics
approach into education and training programmes,
management programmes can be improved and better
outcomes achieved.

This study also has implications for mentors and
coaches, bankers and business consultants. Financiers
and bankers usually receive business plans for a start-up
business that have been prepared by business consult-
ants and entrepreneurs. Business plans could be
enhanced through more elaborate and proactive plan-
ning in mentorship and business support programmes.
Poorly developed business plans could be viewed in
terms of the parameters of success discussed in this
paper. With low skill levels and business plans often
being developed by consultants, potential funders can
judge, in light of the findings of this study, how such
plans will be implemented by the individual concerned.

Study limitations

One problem for any study on business success lies in
the success measures used. Five measures of success
were used to reflect different aspects of what constitutes
business success. However, no truly objective measure
of success, such as an exact profit rate, could be deter-
mined. This was largely due to the fact that business
owners kept their official profit rates low for tax reasons,
or owners were simply sensitive about revealing them.
Another factor is that owners sometimes fail to keep
proper accounts and therefore are not aware of what
their exact profit rates are.

As the study is a cross-sectional one, it is difficult to
draw causal conclusions. Furthermore, only entrepre-
neurs in the Western Cape participated. The participants
were generally better educated and unemployment is
generally lower in the Western Cape than in rural areas.
In addition, the findings cannot be generalized to
entrepreneurs in other parts of Africa. This presents an
opportunity for a longitudinal study to obtain a better
measure of causality.

Conclusion

It is clear that strategy process characteristics should be
considered in contemporary entrepreneurship research,
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particularly at the individual level, as most research has
centred on the firm level. While the importance of
formal planning is acknowledged, practitioners often
tend to overemphasize its importance.

Moderation effects present a new contribution to
entrepreneurship research and should be introduced into
longitudinal studies. More importantly, strategy process
characteristics and planning strategies can be learned
through training interventions. Although previous
findings indicate that the implementation of formal
planning can lead to improved performance in uncertain
conditions, the results are inconsistent. We argue that
the introduction of psychological concepts such as
strategy process characteristics is equally important and
offers a new perspective on entrepreneurial decision
making and implementation. Complete planning and
critical point planning are representative of high-level
planning strategies and have been shown to be associ-
ated with all dimensions of success, in contrast to the
lower-level reactive and opportunistic planning strate-
gies.

Finally, the study demonstrates the usefulness of
psychological approaches in entrepreneurship research
and in obtaining a better understanding of the entrepre-
neurial process, particularly in relation to success.
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