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Abstract 

Why some individuals are more successful in business than others is among the influential questions 

in entrepreneurship research. The common view is that there are numbers of factors, related to the 

entrepreneur, the firm and the business environment, which influence the growth of the firm (one 

measure of firm performance). Building on the concept of human capital and psychological theories, 

we tested the influence of the characteristics of entrepreneurs on the growth of small and medium-

sized enterprises (SMEs) in the Tanzanian setting. The research design was quantitative in nature, 

testing various hypotheses regarding associations between entrepreneurs‟ personal characteristics 

and firm growth. Specifically, we hypothesised that certain demographic characteristics,  personality 

traits and cognitive characteristics do have an influence on the growth of SMEs in Tanzania. Data 

was collected from 300 entrepreneurs (representing SMEs) within the furniture industry in four 

different regions in Tanzania. 

Various techniques such as descriptive statistics, Analysis of Variances (ANOVA), factor analysis, 

regression analysis and Structural Equation Modelling (SEM) were used to analyse the data. Based 

on the survey responses, our research reveals that the growth of SMEs is explained by certain 

characteristics of the entrepreneurs. Specifically, with regard to the demographic characteristics, the 

findings suggest that entrepreneurs who have had vocational carpentry education, have attended 

workshops, who have had previous experience in management and the industry in which the current 

firm is involved and who have come from an entrepreneurial family, were more likely to see their 

business grow than entrepreneurs who lacked the aforementioned attributes. Furthermore, the 

findings suggest that specific personality traits, such as the need for achievement, internal locus of 

control, risk taking propensity, innovativeness and self-efficacy exert an influence on the growth of 

SMEs in Tanzania. We have also found that cognitive characteristics of the entrepreneurs are 

positively related to the growth of SMEs: entrepreneurial alertness, attitude towards 

entrepreneurship, different cognitive styles and entrepreneurial motivation. Interestingly, the 

findings suggest that cognitive characteristics do mediate the relationship between personality traits 

and the growth of SMEs. Based on these findings, a number of implications with regard to theory 

and practice are discussed. The limitations of the study are also highlighted together with the 

important areas for future research. 
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Abstract (in Dutch) 

De vraag waarom bepaalde ondernemers succesvoller zijn dan anderen behoort tot de belangrijkse 

vragen van het onderzoek op het gebied van ondernemerschap. Het algemene beeld is dat er veel 

factoren zijn die de bedrijfsprestaties (zoals ondernemingsgroei) beïnvloeden.  Deze factoren hangen 

samen met de ondernemer, het bedrijf en de bedrijfsomgeving. Op basis van het concept van human 

capital en psychologische theorieën is in dit proefschrift de invloed van ondernemerskenmerken op 

de groei van kleine en middelgrote ondernemingen in Tanzania onderzocht. Het onderzoeksdesign 

was kwantitatief van aard, waarbij verschillende hypotheses zijn getest die betrekking hebben op de 

relatie tussen ondernemerskenmerken enerzijds en ondernemingsgroei anderzijds. Hierbij is er van 

uitgegaan dat bepaalde demografische kenmerken, persoonlijkheidskenmerken en cognitieve 

kenmerken de groei van kleine en middelgrote ondernemingen in Tanzania beïnvloeden. Er zijn 

gegevens verzameld van 300 ondernemers uit de meubelindustrie in vier verschillende regio‟s in 

Tanzania. 

Voor het analyseren van de data zijn verschillende technieken gehanteerd: beschrijvende statistiek, 

variantie-analyse (Analysis of Variance: ANOVA), factor analyse, regressie analyse en Structutal 

Equation Modelling (SEM). Uit het verrichte onderzoek blijkt dat de groei van kleine en middelgrote 

ondernemingen kan worden verklaard uit bepaalde ondernemerskenmerken. Met betrekking tot de 

demografische kenmerken blijkt dat de ondernemers die vaktraining hadden genoten, workshops 

hadden bijgewoond, met eerdere managementervaring, met eerdere ervaring in de meubelindustrie 

en afkomstig uit een ondernemersfamilie vaker hun onderneming zien groeien dan de ondernemers 

die voorgaande kenmerken niet hebben. Verder blijken bepaalde persoonlijkheidskenmerken een 

positieve invloed te hebben op de groei van kleine en middelgrote ondernemingen in Tanzania: 

geldingsdrang, „internal locus of control‟, geneigdheid om risico‟s te nemen, vernieuwingsgezindheid 

en zelfvertrouwen. Ook is uit het onderzoek naar voren gekomen dat bepaalde cognitieve 

kenmerken positief gerelateerd zijn aan de groei van kleine en middelgrote ondernemingen: 

ondernemende alertheid, houding ten aanzien van ondernemerschap, verschillende cognitieve stijlen 

en motivatie voor ondernemerschap. Tenslotte blijkt dat cognitieve kenmerken een intermediaire rol 

hebben in de invloed van persoonlijkheidskenmerken op de groei van kleine en middelgrote 

ondernemingen.  



x 

 

Op basis van deze uitkomsten is een aantal implicaties met betrekking tot theorie en praktijk 

bediscussieerd. De beperkingen van het onderzoek komen ook aan de orde, alsmede aanbevelingen 

voor vervolgonderzoek. 
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Chapter 1. Introduction 

This thesis outlines and reports the findings of a research study that was undertaken to examine the 

association between the characteristics of entrepreneurs and the growth of small and medium 

enterprises (SMEs) in Tanzania. This chapter presents the background of the study in which 

development of interest about the SME sector in Tanzania is presented, together with various 

initiatives taken to develop this sector. The problem statement of the study is presented, followed by 

the research objective, and the specific objectives. The chapter also presents the relevance of the 

study and the definition of the key variables. The chapter ends with an outline of the rest of the 

thesis.  

1.1 Background of the study 

SMEs are widely recognised as the key engine of economic development. As a result of this 

recognition, a central issue dominating policy debates around the world and Africa in particular has 

been how to stimulate economic growth through the development of SMEs (Liedholm, McPherson 

and Chuta 1994; Robson, Haugh and Obeng 2009). Both developed and developing countries focus 

on SMEs because it is believed that they bring great economic benefits in terms of employment 

creation and income generation (Hallberg 1999; Acs, Desai and Hessels 2008; Kang and Heshmati 

2008). Specifically, in developing countries, SMEs are important not only because they create 

employment but also because they employ unskilled workers, who are overly abundant in these 

countries (Harson and Shaw 2001; Phillips and Bhatia-Panthaki 2007).  

Like many other developing countries, Tanzania has recognised the importance of SMEs for 

economic development and poverty alleviation. Historically, Tanzania, after its independence, chose 

the path of socialism and self-reliance for national development. Along this path, almost all means 

of production and exchange were put under the direct control of the State. As a result, major 

businesses were nationalised and the government, through its parastatals, owned almost all the 

activities and investments that had previously been in the private sector. This policy recorded 

marked achievement in social development during the 1970s and 1980s, particularly with primary 

education and the delivery of health services as well as in water supply and sanitation (Temu and 

Due 2000). However, the nationalisation of the private sector led to poor economic results and a 

number of macro-economic imbalances, and consequently, an economic crisis that lasted over a 

decade (Kanaan 2000). This crisis signalled a need for movement towards a market economy, 
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through the adoption of policies that would facilitate a smooth transition from an administratively 

state controlled economy to a functioning free market economy (Temu and Due 2000). Responding 

to this, the government of Tanzania has, since 1985, been undertaking a series of economic reforms. 

The main areas of adjustments were: trade liberalisation, a review of tax structures and public sector 

reform (URT 2003). Public sector reform involved a shift from the public sector-led economy 

towards market liberalisation, and the promotion and encouragement of private sector initiatives. 

The private sector was promoted and thus became both a major source of employment and the 

engine of economic growth in Tanzania.  

In the 1990s, the significance of the private sector to economic growth became very clear and was 

widely recognised; available data suggests that about a third of the Gross Domestic Product (GDP) 

originates from the SME sector (URT 2003). Since then, a number of policies and programmes have 

been undertaken to strengthen and widen the role of the private sector in economic development. 

These policies and programmes include the Small Industry Development Organisation (SIDO), 

which was established with the aim of planning, coordinating and offering services to SMEs. 

Furthermore, at the national level, Vision 2025 - National Strategy for Growth and Poverty 

Reduction (NSGPR) was established, a programme which emphasises the significance of the private 

sector as the engine of economic growth in Tanzania (URT 2003). In addition, with the aim of 

promoting the growth of SMEs, the Ministry of Industry, Trade and Marketing has established a 

SME department. This department is responsible for encouraging, promoting and strengthening the 

business environment in Tanzania. Unfortunately, despite the existence of various programmes, the 

outcomes of these efforts have generally yielded poor results with only a few SMEs managing to 

expand and develop. Most of the SMEs have remained at the micro level (Rutashobya and Olomi 

1999; Olomi 2001). This phenomenon in Africa has been referred to as the „missing middle‟ (the 

lack of medium-sized enterprises, as SMEs can be categorised as micro, small and medium-sized 

firms) and continues to be a long-term concern for African policy makers (Kibera and Kibera 1997). 

As a consequence, more research, particularly into the growth of SMEs in African countries, is 

required in order to understand the factors that contribute to the growth of SMEs (Olomi 1999; 

Olomi 2009).  
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1.1 Research problem 

The question as to why some firms grow while others do not is one of the most intriguing questions 

in the field of entrepreneurship. Researchers addressing this question have investigated a wide 

variety of factors that might influence firm growth (Storey 1994; Lee and Tsang 2001; Barringer, 

Jones and Neubaum 2005; Baum, Locke and Smith 2001; Baum and Locke 2004; Aidis and 

Mickiewicz 2006; Lim, Ribeiro and Lee 2008; Wiklund, Patzelt and Shepherd 2009). These factors 

range from the characteristics of the entrepreneur to factors related to the environment in which 

these businesses are operating.  

Through a review of previous research regarding business growth in Tanzania, we found that most 

of the studies regard firm growth as being significantly affected by external factors and firm 

characteristics. As a response to such findings, several initiatives and programmes in Tanzania are 

focusing on solving environmental problems, such as providing government assistance, examining 

the role of banks, and providing infrastructure and competition, while ignoring the individual 

running the firm. Though some of the issues addressed in these studies have changed, the 

performance of the SME sector has not yet been impressive. This suggests the need to further 

investigate the factors that influence SMEs growth from different angles. Owing to the crucial role 

played by individuals, several studies worldwide have acknowledged the importance of entrepreneurs 

for the growth of SMEs. Accordingly, Kuratko and Hodgetts (2001) have proposed that the 

effectiveness of programmes aimed at the development of SMEs depends on a thorough 

understanding of the characteristics of the owner-managers (also referred to below as 

entrepreneurs). In fact, most of the SMEs depend on the entrepreneur for their survival and 

development (Frese 2000). Without him or her, not much happens in the firm because usually the 

entrepreneur is the one who makes important decisions concerning products, markets, motivation of 

employees, expansion plans and other strategic decisions concerning the firm (Frese 2000). Thus, 

this leads to the possibility that a large proportion of the difference in performance among SMEs 

can be explained by the individual entrepreneurs (Hall 1995; Shane 2007). This study used the same 

approach by following the literature which views entrepreneurial characteristics as an important 

determinant of the intention to become an entrepreneur as well as the subsequent performance of 

the firm (Stanworth and Curran 1976; Cromie 2000; Kuratko and Hodgetts 2001; Frese, van 

Gelderen and Ombach 2000; Rauch and Frese 2007b).   
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The idea of investigating the relationship between the characteristics of the entrepreneurs and the 

growth of SMEs is certainly not new. There are a number of studies which have reported mixed 

results (Cooper et al. 1992; Cromie and Birley 1992; Koh 1996; Begley and Boyd 1987b; Watson, 

Stewart and BarNir 2003). Because of the inconclusive results, there has been a shift from a 

traditional approach (personality traits and demographic factors) to a modern approach which 

focuses on what the entrepreneurs do as opposed to who they are (Gartner 1988), hence turning to 

investigate behaviour, motivation and cognition. Among the modern approaches which have 

received attention in entrepreneurship are the cognitive models of entrepreneurial behaviour which 

focus on understanding how entrepreneurs think, behave and why they do the things they do 

(Delmar 2000). However, this approach fails to properly address the source of cognitive properties - 

why certain people come to have particular cognitive properties that favour recognising 

opportunities and hence perform better than others (Dimov 2003). Therefore, in explaining firm 

growth, this study will specifically investigate the influence of demographic characteristics, 

personality traits and cognitive characteristics. Besides looking at the direct relationship, this study 

will also investigate the relationship between personality traits and cognitive characteristics in 

explaining the growth of SMEs.  

Although there are some inconclusive results about the traditional approach, researchers tend to 

believe that the characteristics of the entrepreneurs either directly or indirectly influence firm 

performance. As argued by other entrepreneurship scholars (e.g., Hisrich 2000; Rauch and Frese 

2007b; Shane 2007), the use of psychological aspects has found a prominent place in the 

entrepreneurship literature and hence cannot be ignored. In this study we also consider it important 

to empirically examine cognitive characteristics as there have been several conceptual papers 

advocating cognitive theories. Little empirical research has actually been carried out whereby 

different models have been systematically tested. Hence, much work is still needed in order to fully 

understand the complexity of entrepreneurial behaviour (Carter and Jones-Evans 2000). By 

combining the traditional approach and the modern approach, the overall purpose of this study is to 

improve our understanding of the entrepreneurial characteristics that may explain the growth of 

SMEs in Tanzania.  

It is also worth noting that this study differs from other previous studies on several grounds. First, 

this study is not concerned with whether or not entrepreneurs are different from the general 
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population. Rather, it tries to establish the link between characteristics of entrepreneurs and the 

growth of SMEs. Furthermore, besides the trait approach we also added a demographic and a 

cognitive perspective to our study. Therefore, we combine the perspective from entrepreneurship 

and human capital theories to examine the influence of the characteristics of entrepreneurs on 

growth of SMEs in Tanzania. We argue that the characteristics of the entrepreneurs are primary 

endowments that explain growth of SMEs in Tanzania. 

1.2 Research objective 

The fact that there are differences in performance among SMEs in Tanzania makes it more 

important to understand what factors are related to the growth of these SMEs. In this study, we 

intend to examine the influence of the characteristics of entrepreneurs on the growth of SMEs in 

Tanzania.  

1.2.1  Specific objectives 

In order to archive the primary objective, the specific objectives are: 

 To determine the influence of demographic characteristics of entrepreneurs on the growth 

of SMEs;  

 To determine the influence of personality traits of entrepreneurs on the growth of SMEs; 

 To determine the influence of cognitive characteristics of entrepreneurs on the growth of 

SMEs;  

 To examine simultaneously the influence of the demographic, personality and cognitive 

characteristics of the entrepreneurs on the growth of SMEs.  

1.3 The relevance of the study 

Several factors connected to the growth of the SME sector have been studied in Tanzania. These 

include the role of credit in entrepreneurship development (Kuzilwa 2005), macroeconomic 

environment and certain personal characteristics (Trulsson 2000), and institutional barriers (Nkya 

2003). Other contributing factors include: sources of finance (Bagachwa, Harris and Tinios 1993; 

Verspreet and Berlange 1998; Ziorklui 2001; Naliotela and Elias 2003), firm characteristics (Satta 

2003), strategy and firm characteristics (Mbwambo 2005), technical efficiency (Wangwe, Semboja 

and Nyanga 1998), business experience, size of the firm, investment in information technology, 

business training and external advice (Admassie 2002) and social capital (Kimeme 2005). Even 
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though a number of researchers have identified factors that influence the growth of SMEs, few 

studies have identified the influence of entrepreneurial characteristics on the growth of SMEs in 

Tanzania. In addition, even fewer empirical studies have applied quantitative tools with the objective 

of establishing the relationship between the characteristics of entrepreneurs and the growth of SMEs 

in Tanzania. Such gaps in research suggest that there is a need to study the aforementioned variables. 

As suggested by some researchers (e.g., Olomi 1999; Olomi 2001; Rutashobya and Olomi 1999; 

Frese 2000), future research in Africa should involve testing key human capital attributes and 

psychological theories that may explain entrepreneurial performance in the African context.  

Additionally, factors for growth may vary from country to country, depending on the economic, 

educational, geographical and cultural differences. For example, the majority of the entrepreneurs in 

Africa are motivated to start businesses out of economic necessity rather than out of choice 

(Rutashobya 1995; Nchimbi 2002; Chu, Benzing and McGee 2007; Olomi 2009), while in developed 

countries entrepreneurial careers in most cases are chosen just like other careers (Minniti and 

Bygrave 2004; Kirkwood 2009). As such, empirical investigation into these aspects of SMEs in 

different countries, such as Tanzania, is vital because the findings of such research are useful to 

economic development and to policy-makers as well as to individual entrepreneurs. Thus, by 

analysing the influence of the characteristics of entrepreneurs on the growth of SMEs, the research 

is expected to test the applicability of entrepreneurship theories in Tanzania‟s cultural settings.  

It is also important to note that this study also contributes to the body of knowledge with regard to 

firm growth. For years firm growth has been a topic of interest to scholars, and this is reflected in 

the numerous relevant studies. However, these studies have failed to generate conclusive results, 

partially due to the fact that the way in which firm growth has been measured varies considerably 

from one study to another (Davidsson and Wiklund 2000). Even though scholars have advocated 

the fact that the different growth measures used across studies have partially contributed to the lack 

of conclusive results, fewer studies have been conducted to examine which growth measures 

produce different results and when the results are the same across growth measures (Jansen 2009). 

Furthermore, Davidsson and Wiklund (2000) revealed that most growth studies assume growth is 

linear and that time lags are of little importance. They therefore use one time-span to calculate 

growth. But what if growth is not linear but changes over time? Generally then, the results obtained 
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will differ depending on the chosen time-span (Delmar 1997). In this study, we attempt to 

contribute towards existing literature by employing different approaches to measuring firm growth.  

From a practical perspective, the findings are also expected to be significant to policy makers, 

entrepreneurs and the public at large. For instance, unemployment in Tanzania is a big problem and 

right now many people find it difficult to secure employment. Even the government and other 

public organisations are reducing their labour force (URT 2003). Therefore, if the private sector has 

to be the source of employment creation and economic growth, policies must focus on developing 

the SME sector. However, the effectiveness of the policy will depend on appropriate knowledge 

about the factors which influence growth of SMEs. Thus, this study will shed light on understanding 

the characteristics of the entrepreneurs which influence the growth of SMEs.  

This finding will also help identify factors that can guide the decisions of financial institutions and 

practitioners. For example, the significant factors which will be found in this study can be used by 

banks and other financial institutions as guidance when making investment decisions.  

The topic chosen aims to increase understanding in relation to why some firms are growing whereas 

others are stagnating. The results might assist entrepreneurs to determine the best factors that 

influence firm growth. Similarly, the findings will not only benefit current, but also future 

entrepreneurs. For instance, the framework can be presented to start-up firms to minimise the 

difficulties they might experience through lack of entrepreneurial characteristics.  

1.4 Definition of key variables 

1.4.1 Entrepreneurs 

In this study, the terms entrepreneur and owner-manager are used interchangeably to define a 

person who both owns the firm and takes overall responsibility for the strategic and operational 

direction of the business.  

1.4.2  Characteristics of the entrepreneur 

In this study, characteristics of the entrepreneur are defined as their demographic characteristics, 

personality traits and cognitive characteristics. We use the term personality traits generally to depict 

those specific personality traits of the entrepreneur that are related to the entrepreneurship task 

(Rauch and Frese 2007b). Such traits include need for achievement, locus of control, risk taking 

propensity, tolerance for ambiguity, innovativeness behaviour and self-efficacy. We define 
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demographic characteristics as both attributes and achieved characteristics that have nothing to do 

with personality. This includes education, family background, age, and experiences that 

entrepreneurs have accumulated throughout their lives. We define cognitive characteristics as those 

factors that entrepreneurs use to make assessments and judgements involving the creation and 

growth of SMEs. In line with this definition, four factors will be examined. These factors include: 

entrepreneurial alertness, entrepreneurial attitude, cognitive style and entrepreneurial motivation. 

Cognitive style is the way in which entrepreneurs process and organise information and arrive at a 

judgment or conclusion based on their observations. This includes knowing, planning and creating 

styles. 

1.4.3 SMEs 

In this study, the term SMEs is used interchangeably with small business to describe small and 

medium-sized enterprises. In Tanzania, SMEs are defined according to Tanzanian standards as those 

firms with up to 100 employees and up to 800 million Tanzanian Shillings (Tshs) invested in 

machinery (for more details see Table 5-2 in Chapter 5). The exchange rate of the Tshs was 1 

EUR=1895 TSHS as of 31st January 2011 (BOT 2011). 

1.4.4 Growth of SMEs 

In this study, growth of SMEs is defined in terms of changes in the amount of sales, the value of 

assets and the number of employees.  

1.5 Thesis outline  

The study is organised in 9 chapters. Chapter 1 introduces the study, including the research 

background, the research problem, the research objective, the specific objectives, the relevance of 

the study and the definition of the key variables. Chapter 2 reviews the relevant literature from 

which the theories, concepts and phenomena relating to the study will be addressed. This chapter is 

important because it provides the theoretical underpinning for the study. In particular, the chapter 

briefly reviews the evolution and concepts of entrepreneurship and other theories relevant for this 

study. These include growth and entrepreneurship theories as well as factors which influence the 

growth of SMEs. Chapter 3 defines the major research concepts and reviews previous empirical 

findings linking characteristics of the entrepreneur and growth of SMEs. This will lead to the 

research model and clarification of the hypotheses to be tested, which will be presented in Chapter 

4. Chapter 5 presents the contextual background, within which the SME and furniture sectors in 
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Tanzania will be briefly reviewed. Chapter 6 presents the methodology followed in order to collect 

data, measure the research variables and test the hypotheses. Chapter 7 gives detailed descriptive 

data regarding the general characteristics of the respondents and the SMEs. The chapter also 

presents the empirical results regarding the relationship between the characteristics of the 

entrepreneur and the growth of SMEs. Chapter 8 discusses the findings against the theories 

presented in Chapter 2 and 3. In the final chapter (Chapter 9), the major conclusion derived from 

the study as well as the implications of the findings are presented. The limitations of the study are 

then highlighted together with the important avenues for future research. 
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Chapter 2. Literature review 

2.1 Introduction 

 This chapter aims to build a theoretical foundation upon which this study is based.  In doing so, 

the chapter briefly reviews the evolution and concepts of entrepreneurship, firm growth and other 

theories relevant for this study.  The chapter will end by presenting various factors which affect the 

growth of SMEs.  

2.2 Brief overview of entrepreneurship 

The important role of entrepreneurs in economic growth is well documented. However, the precise 

meaning of the word entrepreneur is unknown (Amit, Glosten and Muller 2003; Kobia and Sikalieh 

2010). The problem of the identification of an entrepreneur has been caused by the fact that there is 

still no generally accepted definition of entrepreneurship (Chell, Haworth and Brearley 1991; Kobia 

and Sikalieh 2010). The lack of an agreed definition has led to a variety of opinions regarding its 

meaning (Shane and Baron 2008). Indeed, various scholars have defined the terms entrepreneur and 

entrepreneurship differently. In the next section, an overview will be given of the development of 

the terms entrepreneur and entrepreneurship.  

2.2.1 Who is an entrepreneur? 

The term entrepreneur comes from the French verb entreprendre which means to undertake (Hebert 

and Link 1989).  The first economist who is believed to have recognised the role of the entrepreneur 

was Richard Cantillon (Kirby 2003). According to Cantillon, the entrepreneur is an individual who 

assumes a risk by buying at a certain price and selling at an uncertain price and bears the risk caused 

by price fluctuations in the market, with the difference being the profit or loss (Bridge, O'Neill and 

Martin 2009). Cantillon saw the role of the entrepreneur as lying in the creation of entrepreneurial 

income through operating under conditions of uncertainty.  

Later, Knight (1921) refined the Cantillon idea by distinguishing between the risk which is insurable 

and the risk which is not insurable (uncertainty). He related insurable risk to recurring events whose 

relative frequency is known from experience, whereas uncertainty relates to unique events whose 

probability can only be subjectively estimated (Hebert and Link 1989). According to Knight (1921), 

uncertainty is the basic element and starting point when defining an entrepreneur. On this point, 
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Knight (1921) considers an entrepreneur as a calculated risk-taker and the recipient of pure profit, 

where profit is seen as the reward for bearing the costs of uncertainty. 

Schumpeter (1934) had a different approach and emphasised the role of innovation. Clearly, 

Schumpeter was the first author to draw attention to the central role of an entrepreneur in the 

innovation process. According to Schumpeter, the entrepreneur is an innovator who implements 

change within markets as a result of carrying out new combinations. In his theory of economic 

development, the entrepreneur does not invent things but exploits them by carrying out new 

combinations such as the introduction of new products or processes, identification of new export 

markets or sources of supply, or creation of new types of organisation (Carrasco and Perez 2008).  

Other scholars (e.g. Kirzner 1979) came up with other definitions of an entrepreneur. Kirzner (1985) 

considers an entrepreneur as someone who perceives profit opportunities and initiates action to fill 

currently unsatisfied needs. The author argues that the entrepreneurial process is always competitive 

and that an entrepreneur has nothing but his alertness (Kirzner 1979). For Kirzner, the role of the 

entrepreneur is to achieve the kind of adjustment necessary to move economic markets towards the 

equilibrium state.   

2.2.2 Definition of entrepreneurship 

From the above definitions, it seems clearly that there is no agreed definition of an entrepreneur. As 

a consequence, there is also vagueness about a functional definition of entrepreneurship (Kuratko 

and Hodgetts 2001). Entrepreneurship scholars have proposed a variety of definitions of the term, 

some of which share no common attributes at all (see Table 2-1). 
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Table 2-1: Selected definitions of entrepreneurship 
Authors Definition 

Cantillon (1755) Entrepreneurship is an act of assuming risk, by buying at a certain price 

and selling at an uncertain price, bearing the risk caused by price 

fluctuations in the market. 

Knight (1921) Entrepreneurship is the ability to deal with risk and uncertainty 

Schumpeter (1934) Entrepreneurship is seen as making new combinations which include the 

introduction of new goods, new methods of production, opening of new 

markets, new sources of supply and new organisations.  

Kirzner (1973) Entrepreneurship is the ability to perceive new opportunities.  

Casson (1982) Entrepreneurship encompasses decisions and judgments about the 

coordination of scarce resources. 

Drucker (1985) Entrepreneurship is the act of innovation that involves endowing existing 

resources with new wealth producing capacity. 

Stevenson, Robert and 

Groesbeck (1985)  

Entrepreneurship is the pursuit of an opportunity without concern for 

current resources or capabilities.  

Low and Macmillan 

(1988) 

Entrepreneurship is the creation of a new business. 

Gartner (1988) Entrepreneurship is the creation of an organisation or process by which 

new organisations come into existence. 

Timmons (1997) Entrepreneurship is an ability to create and build something from 

practically nothing. It is initiating, doing, achieving and building an 

enterprise or organisation, rather than just watching, analysing or 

describing one. It is a knack of sensing an opportunity where others see 

chaos, contradiction, and confusion. 

Sharma and Chrisman 

(1999) 

Entrepreneurship encompasses acts of organisational creation, renewal or 

innovation that occur within or outside an existing organisation. 

Kuratko and Hodgetts 

(2001) 

Entrepreneurship is a process of innovation and new venture creation 

through four major dimensions, namely individual, organisational, 

environmental, and process. 

Adapted and modified from Hitt et al. (2002)  

From this mass of definitions, it is apparent that entrepreneurship is interdisciplinary in nature. And, 

given its nature, various theories or approaches can be used to gain better understanding of this 
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concept (Kuratko and Hodgetts 2001). One way of understanding this concept is through the 

schools of thought from which entrepreneurship can be divided into specific activities (Cunningham 

and Lischeron 1991; Kuratko and Hodgetts 2001).  

2.2.3 Entrepreneurship schools of thought     

The entrepreneurship schools of thought provide a means of examining the diversity of viewpoints 

about entrepreneurship (Hebert and Link 1989; Kuratko and Hodgetts 2001). These schools of 

thought illustrate what an entrepreneur does and what functions and processes are key (Kuratko and 

Hodgetts 2001).  For example, Cunningham and Lischeron (1991) identify six different major 

schools of thought which they think are important in describing entrepreneurial activities. These 

include: psychological, great person, classical, management, leadership and entrepreneurship. These 

schools of thought differ from each other in terms of their underlying beliefs; however, some of 

them share certain views.  For instance, the psychological school of thought and the great persons 

school of thought both view entrepreneurs as individuals with unique values and characteristics 

(Cunningham and Lischeron 1991; Kirby 2003).  

Later, Kuratko and Hodgetts (2001) came up with modified views in their school of thought, with 

two categories: macro view and micro view. These views are sub-divided further into six distinct 

schools of thought, three within each entrepreneurial view, as seen in Figure 2-1. The macro view 

comprises three approaches (environmental, financial and displacement). These approaches present 

a number of factors that relate to the success or failure in entrepreneurial ventures. Two important 

points which are worth noting are that these factors are external to the individual, and are beyond 

the individual‟s control.  

Figure 2-1: Entrepreneurial schools of thought  
 
 

 

 

 

 

 

  

(Adapted from Kuratko and Hodgetts 2001) 
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The second category, the micro view, comprises three other approaches, namely: the entrepreneurs‟ 

trait school of thought, the venture school of thought and the strategic formulation school of 

thought. These approaches focus on the factors specific to the entrepreneur and over which the 

entrepreneur has control. These schools of thought identify the behaviour and characteristics of the 

entrepreneur, which can be used to distinguish an entrepreneur from other people. For example, the 

trait school of thought is interested in identifying those traits that are common among successful 

entrepreneurs. The strategy formulation school of thought emphasises the planning process in 

successful venture development, while the venture school of thought focuses on the recognition of 

opportunities for venture development.   

2.2.4 Entrepreneurship in this study  

The present study adopts the micro view approach which suggests that an individual remains an 

appropriate unit of analysis in entrepreneurship research. This is because the entrepreneurs are the 

ones who make important decisions about the businesses, and it is their behaviour, which initiates 

the existence of the business (Naffziger 1995; Rauch and Frese 2007a; Stewart and Roth 2007; Zhao, 

Seibert and Lumpkin 2010). Therefore, much effort will be devoted to the review of the individual 

based approaches and their contribution to the growth of the firm.  

2.2.5 Approaches to understanding entrepreneurship at an individual level 

Three main approaches have been used to study entrepreneurship at the individual level namely: the 

demographic approach, the personality traits approach and the cognitive approach. These three 

approaches reflect the different views with regard to entrepreneurship.  

2.2.5.1   Demographic approach 

In the demographic approach, the view is held that entrepreneurship is influenced by social-cultural 

factors such as age, family background, birth orders, role models, marital status, ethnicity, previous 

experience and education (Brockhaus 1982; Shane and Khurana 2003; Unger et al. 2009a). This 

approach has been successfully applied in entrepreneurship research in predicting intentions as well 

as business outcomes. Many of the studies which have employed this approach have revealed that 

previous experience, education and family background predict the intention of individuals to 

perform various activities (Kang and Jin 2007; Shane and Khurana 2003). As suggested by various 

authors (see, for example, Delmar 2000; Bridge, O'Neill and Martin 2009), the question of “how 
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individuals choose an entrepreneurial career or why some entrepreneurs perform satisfactorily” 

cannot be answered without taking previous experience into account. This is because an individual‟s 

experience can influence the development of values, needs and skills. Additionally, it has been 

noticed that individuals do not possess all information available in the environment and, as a result, 

have to select information and interpret it on the basis of their previous experience (Delmar 2000; 

Shane 2007). In fact, prior information, whether accumulated from education, work experience, or 

other means, influences the entrepreneur‟s ability to understand, interpret and apply differently 

compared to those lacking that prior information (Roberts 1992; Chou and Chen 2009). Shane 

(2000) also found that differences in prior information greatly influence the discovery of 

entrepreneurial opportunities. For this reason, individuals who have gained particular knowledge 

through education and work experience will be more likely to discover particular opportunities 

(Venkataraman 1997; Man, Lau, and Chan 2002; Shane 2007).  

While this approach provides some criteria for locating a typical entrepreneur, it also has some 

drawbacks. In their criticism to the approach, Robinson et al. (1991) argue that what determines 

entrepreneurship is too complex to be largely explained by simple demographic factors such as 

gender, race or birth orders. Additionally, this approach does not help predict who will or will not 

become an entrepreneur, because it is static in nature and therefore cannot explain a complex 

dynamic phenomenon. Accordingly, it is argued that demographic profiles reflect the past and 

cannot be used effectively to predict future behaviour.  

From the above criticisms, it may be noted that most of the critics of the demographic approach are 

concerned with gender, race and social status at birth, and are silent about other factors such as 

education and experience.  On the other hand, an extensive amount of research suggests a positive 

relationship between demographic characteristics and the growth of SMEs (Davidsson and Honig 

2003; Bosma et al. 2004; Ishengoma 2005; Dimov and Shepherd 2005; Manolova et al. 2007; 

Carrera, Carmona and Gutierrez 2008).  

The human capital theory suggests that individuals and society gain economic performance from 

investments in people (Becker 1964). As a consequence, those who have invested more in their 

human capital are more likely to receive higher compensation than those who have invested less 

(Becker 1993). When we talk about human capital, we are talking about the skills and knowledge that 

individuals acquire through investment in schooling, on-the-job training, and other types of 
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experience (Becker 1964). To date, the theory of human capital has been extended to include, for 

example, parental occupation, gender, ethnicity and inherited wealth (Chell 2008). Even though 

there are different types of human capital investment, education consistently emerges as the prime 

human capital investment (Becker 1993). Accordingly, the literature regarding human capital 

distinguishes several types and means of education. For example, there is formalised education, 

informal education at home and at work, specialised vocational education, on-the-job training and 

apprenticeships (Cohn and Geske 1990). In most cases, it is assumed that education increases or 

improves the economic capabilities of the people. Given that human capital investment is important 

for performance, then it is obvious why the theory has been adopted by entrepreneurship 

researchers. Consequently, most of these researchers have shown that the investment in human 

capital improves entrepreneurial performance (Davidsson and Honig 2003; Watson, Stewart and 

BarNir 2003; Bosma et al. 2004; Carrera, Carmona and Gutierrez 2008). Based on these findings, a 

large number of studies insert human capital into their prediction modes of entrepreneurial success 

(Unger et al. 2009a and Unger et al. 2009b).  

2.2.5.2  Personality traits approach 

The concept of personality traits has been well explained and discussed in entrepreneurship 

literature. With this approach, it is assumed that entrepreneurs display certain similar traits that can 

be used to distinguish them from the general population (Kirby 2003). Based on this approach, 

entrepreneurship scholars (e.g., Frese 2000; Rauch and Frese 2007b; Krauss et al. 2005; Shane 2007) 

frequently contend that entrepreneurs display certain similar personality traits. In this regard, 

Hornaday (1982) identified more than 40 personality traits associated with entrepreneurs, while 

Timmons, Smollen and Dingee (1985) identified 19 personality traits factors and Gibb and Davies 

(1990) identified 12 personality traits. From the literature review, the main personality traits of the 

entrepreneurs would appear to be: need for achievement, locus of control, risk-taking propensity, 

tolerance for ambiguity, over-optimism, need for autonomy and innovative behaviour (Delmar 2000; 

Collins, Hanges, and Locke 2004; Stewart and Roth 2007)  

One of the most widely discussed traits is the need for achievement, which was propounded by 

McClelland (1961). McClelland (1961) suggests that entrepreneurs should be characterised by their 

need for achievement (n-Ach). N-Ach is a desire to do well for the sake of an inner feeling of 

personal accomplishment. According to his theory, individuals with a high need for achievement are 



17 

 

those who want to solve problems themselves, set targets, and strive to meet these targets through 

their own efforts (Kirby 2003; Shane 2007).  

The important locus of control theory was propounded by Rotter (1966): the theory focuses on the 

individual‟s perception about the underlying main causes of events in his/her life. According to this 

theory, an individual perceives outcomes of an event as being either within or beyond his control 

(Kirby 2003). Accordingly, people with more internal locus of control believe that they can control 

what happens in their lives. On the other hand, people with external locus of control believe that the 

outcome does not entirely depend on their actions (Kobia and Sikalieh 2010).  

Risk-taking propensity is also attributed to entrepreneurs and is, therefore, important. This is an 

aspect of personality that measures people‟s willingness to engage in risky activities. The theory was 

developed within classic economic theory and which suggests that entrepreneurs are risk-takers 

(Kirby 2003). In fact, venturing into new fields unavoidably involves a certain degree of risk and, as 

such, entrepreneurs cannot be averse to risk (Schumpeter 1934). 

In the early 1980s, the entrepreneurial research based on the trait approach began to be criticised.  

Most of the criticisms have been attributed to the lack of universal definitions (Churchill and Lewis 

1983; Gartner 1988; Rauch and Frese 2007a; Rauch and Frese 2007b). For example, the use of 

various definitions has resulted in different impacts, which make it difficult to compare the results 

(Gartner 1988). Moreover, the different instruments which are used to measure the same constructs 

are poorly correlated, thus they lack convergent validity (Kirby 2003). Another problem with this 

approach is that most of the personality traits are static in nature, so they have a little ability to 

explain behaviour under different situations (Chell 2008). On top of that, it is also noted that there 

are many people who possess certain personality traits, yet they are not entrepreneurs (Kobia and 

Sikalieh 2010). Finally, it is suggested that there are many relevant factors that result in venture 

creation and growth other than personality traits. Therefore, the individual entrepreneur should not 

be over-emphasised as the focal point of research. In response to the above criticism, 

entrepreneurship research has turned to more cognitive models, which are suggested to be better in 

explaining the complexity inherent in entrepreneurial behaviour (Kirby 2003; Bridge, O'Neill and 

Martin 2009).  

While many have criticised the trait approach, a number of scholars have argued against its dismissal. 

For example, Carland, Hoy and Carland (1988) suggest that there are two caveats. First, we must be 
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careful never to propose any action which will close or deter any pursuit of knowledge. In fact, it is 

only through our disagreement that we can learn. Secondly, even if we demand a rigorous and logical 

theoretical base and a sound methodological approach from our peers, we must never assume that 

our knowledge is adequate to close the door of debate on other thinkers. These scholars suggest that 

the question “who is an entrepreneur" is worth asking. Accordingly, the interest in the role of 

personality in entrepreneurship has recently made a comeback (Jenkins and Griffith 2004; Frank, 

Lueger, and Korunka 2007; Rauch and Frese 2007a; Rauch and Frese 2007b; Zhao, Seibert and 

Lumpkin 2010).  

2.2.5.3 Cognitive approach 

The entrepreneurial cognitive approach moved beyond the traits approach by examining how 

entrepreneurs think, behave and why they do some of the things they do (Delmar 2000).  

Accordingly, this approach focuses on trying to understand how individuals perceive and interpret 

information around them (Shane 2007). With this approach, it is assumed that the decisions made by 

entrepreneurs are not just based on reality but more on perceived reality (Kirby 2003). For instance, it 

is suggested that behaviour is mainly based on how individuals perceive the situation and how it is 

presented to them (Delmar 2000). This also explains why an opportunity for one person could be 

chaos to another (Kilrby 2003).  

Within this approach, achievement and attitude models have been widely used to represent cognitive 

models (Kirby 2003). Both of these models are linked to human behaviour but seem to differ in 

terms of theoretical perspective. For example, the attitude model is about explaining how attitude 

towards entrepreneurship shapes individual behaviour.  The achievement model is about motivation 

which tries to explain why individuals engage in situations and behave in the manner they do. The 

cognitive approach has been deemed more successful than the personality traits approach in 

distinguishing the entrepreneur from the general population. However, studies adopting the 

cognitive approach are similar to the personality traits approach insofar as they assume that 

entrepreneurs, as a group, are homogeneous.  

To date, this cognitive approach has gained wide support in explaining the entrepreneur‟s behaviour. 

The theory of planned behaviour (Ajzen 1991) is often used to explain this approach. The theory of 

planned behaviour is an extension of the theory of reasoned action (Ajzen 1991). The central 



19 

 

concept of this theory rests on the fact that behaviour is determined by the individual‟s intention to 

act. Subsequently, the intention to act is influenced by attitudes, subjective norms and perceived 

behavioural control. The attitude towards behaviour refers to the degree to which a person 

favourably or unfavourably evaluates the behaviour in question. Subjective norms refer to perceived 

social pressure to perform or not to perform the behaviour. Perceived behavioural control refers to 

the people‟s perception of the ease or difficulty of performing the behaviour of interest.  It is worth 

noting that the perceived behavioural control affects behaviour both through intentions and directly. 

Ajzen (1991) believed that the more favourable the attitudes and subjective norms with respect to 

behaviour, and the greater the perceived behaviour control, the stronger an individual‟s intention to 

perform the behaviour under consideration would be.  

To date, Ajzen‟s (1991) has been considered successful in predicting human behaviour. As a result 

of this recognition, a number of researchers have relied on this theory of planned behaviour in their 

attempt to understand and predict people‟s intentions to engage in various activities (Krueger, Reilly 

and Carsrud 2000; Gird and Bagraim 2008). Indeed, the theory of planned behaviour has been 

successfully applied in entrepreneurship research (Kolvereid 1996; Davidsson and Wiklund 2000; 

Wiklund and Shepherd 2003a). In addition to that, it is well documented that individual behaviour 

affects various outcomes such as business growth. For instance, Wiklund and Shepherd (2003a) used 

Ajzen‟s theory of planned behaviour to develop a model of growth aspirations of small business 

managers and the level of growth achieved. Their findings were largely consistent with the theory of 

planned behaviour. This suggests that factors posited to influence entrepreneurial behaviour have, 

for the most part, also likely influenced firm growth. Similarly, the study by Olomi (2001), 

conducted in Tanzania, reports a strong positive correlation between attitude, perceived behavioural 

control and intentions. This demonstrates the applicability of the model in different cultural 

contexts.  

2.3 Growth and entrepreneurship 

Several researchers have revealed growth to be an essential part of entrepreneurship, thus making 

the relationship between growth and entrepreneurship relevant. This link is very important, 

especially when the theory of the firm is considered, in which both entrepreneurship and growth 

play important roles. For example, Davidsson, Delmar and Wiklund (2002) look more deeply into 

this relationship and identify the aspects of growth which form part of entrepreneurship and those 
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which do not. Specifically, they argue that if entrepreneurship is defined as the creation or 

emergence of a new firm then growth is not formally part of the definition of entrepreneurship. But 

as most of these start-ups remain very small for their entire existence, it is wise to include aspects of 

early growth in the entrepreneurship definition (Davidson, Achtenhagen and Naldi 2007). It is 

further suggested that if entrepreneurship is defined as the creation of new economic activities and 

the like, then firm growth is an aspect of entrepreneurship which can be achieved through the 

introduction of new products and services. However, if growth is achieved through the acquisition 

of activities, which were already run by businesses, then growth is not an aspect of entrepreneurship 

(Davidsson, Delmar and Wiklund 2002). From these elaborations, it is then obvious that growth is 

an aspect of entrepreneurship if the term is understood as the creation of new economic activities. 

2.4 The concept of SMEs growth 

In discussing firm growth it is deemed important to firstly define the term „growth‟. Growth refers 

to a change in size or magnitude from one period of time to another (Wiklund 1998). Furthermore, 

when it comes to the growth of a firm, the term growth has two meanings: it sometimes merely 

denotes a change in amount and, at other times, implies an increase in size or improvement in 

quality (Penrose 1959). Just as researchers have often noted the heterogeneity of entrepreneurship 

theories, they also assert that there is no single theory which can explain firm growth. Due to this 

dilemma, a large number of theories have been developed to explain aspects of SMEs growth. These 

theories can be distinguished according to the underlying assumptions they make about the growth 

process (Dobbs and Hamilton 2007).  

For instance, O'Farrell and Hitchens (1988) are among the authors who have reviewed theories of 

small firm growth. They identified four main groups of theories: the static equilibrium approach, the 

stochastic model, the strategic management approach, and the stages model. The recent review of 

SMEs growth conducted by Dobbs and Hamilton (2007) classified the available approaches to the 

study of small business growth into six groups: stochastic, descriptive, evolutionary, resource-based, 

learning, and deterministic.  

It can be argued that each of these theories consists of logical concepts and assumptions, but most 

of them consistently share the same theoretical perspective theories. For example, the commonly-

mentioned theory is that of a stages model which is based on showing several stages through which 

most organisations pass. A few examples include the three-stage models (Smith, Mitchell and 
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Summer 1985), the four-stage models (Quinn and Cameron 1983) and the five-stage models 

(Greiner 1972; Galbraith 1982; Churchill and Lewis 1983; Miller and Friesen 1984; Scott and Bruce 

1987). These multistage models use various organisational characteristics to explain organisational 

growth and development. Collectively, these models suggest that the organisation may progress 

sequentially through major steps of development (e.g. birth, start-up, survival, growth and maturity). 

For instance, Masurel and Van Montfort (2006) focused their attention on analysing the differences 

between the subsequent stages in the life cycles of SMEs in the professional service sector.  Their 

results reveal that firms do change over the course of their life cycles from start-up to maturity.  

It has been observed that most of the theories which have theoretical firms as a point of departure 

have rarely proved to be accurate in the real sense of the word and, as such, they have added 

confusion in terms of understanding small firm growth (Ardichvili et al. 1998). Furthermore, none 

of these theories was created for the specific purpose of analysing firm growth (Delmar and 

Wiklund 2008; Davidsson and Wiklund 2000). For instance, most of the theories do not indicate 

how and when growth should be studied and, as a result, their applicability to firm growth is 

questionable (Delmar 2000). This argument also corresponds to that of Gibb and Davies (1990) 

who assert that existing theories are inadequate when used as a basis for developing policy. Thus, 

despite the growing volume of applied research, our knowledge still lacks a body of theory capable 

of explaining firm growth (Dobbs and Hamilton 2007).   

The inability of the existing theories in explaining firm growth has led researchers to look for a 

different approach (Davidsson and Wiklund 2000). One of the common approaches is to utilise 

some of the theories grounded in real world firm conceptualisation, called empirical firm theories, by 

Seth and Thomas (1994). For example, Ardichvili et al. (1998) classified empirical growth studies 

into two groups, namely: factors of growth studies and growth process studies. The former can be 

labelled as a deterministic approach, and the latter as an evolutionary approach. Davidson and 

Wiklund (2006) categorised empirical growth studies into four groups, based on their underlying 

assumptions. Three groups belong to the deterministic approach while one group belongs to the 

process approach. Between these two approaches, the deterministic approach has gained popularity 

in entrepreneurship research. This approach focuses on identifying the set of explanatory variables 

relating to people, the firm and its industry that can explain firm growth (Dobbs and Hamilton 

2007).  
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2.5 Determinants of SMEs growth 

The surveyed literature regarding the determinants of SMEs growth has shown that the factors 

which influence SMEs growth can be divided into internal and external factors (Hall 1995; Dobbs 

and Hamilton 2007). External factors are those factors which are outside the entrepreneur‟s control. 

On the other hand, internal factors relate directly to the entrepreneur and to specific firm 

characteristics.  

2.5.1 Empirical research on SMEs growth 

A number of studies have attempted to develop and test different factors that influence the growth 

of SMEs. For example, Davidsson (1991) developed a model of small firm growth in which the 

actual growth is seen to be the function of ability, need and opportunity.  His findings suggest that 

need, ability and opportunity can explain variation in the growth rates among small firms. Likewise, 

Storey (1994) made a substantial contribution in this area by reviewing previous studies on small 

firm growth and constructed a theoretical framework to describe different types of factors that 

might influence the growth of small firms. He later concluded that there are three key influences 

upon the growth rate in small firms. These include: characteristics of the entrepreneurs and their 

access to resources, specific firm characteristics and types of strategy associated with growth. 

Similarly, Hall (1995) identified seven factors that may determine firm growth. These factors include 

the personal characteristics of the owner, the availability of outside assistance, motivation, strategic 

management, marketing policy, financial management and market characteristics 

2.6 Studying firm growth 

Within the field of entrepreneurship the topic of firm growth has attracted many researchers, and 

this is reflected in numerous relevant studies (Jansen 2009). However, these studies have failed to 

generate conclusive results (Delmar, Davidsson and Gartner 2003) and this can be attributed to the 

fact that most of the researchers addressed the question of why a firm grows without having 

knowledge of how a firm grows (Delmar 1997). Indeed, this has led to conflicting theories about the 

determinants of firm growth. Furthermore, even if researchers know how a firm grows, growth itself 

still remains a complex phenomenon incorporating different features that have to be considered. For 

example, Delmar, Davidsson and Gartner (2003) discuss the heterogenic nature of growth and 

conclude that variations in firm growth measures, growth indicators, the time spans studied, the 

processes by which firm growth occurs and the variation in the characteristics of firms have led to 
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confusion. The authors further suggest that firm growth is multi-dimensional and, as such, different 

forms of growth may have different determinants and effects. For these reasons, different 

theoretical explanations are needed (Delmar and Wiklund 2008).  

2.6.1 Indicators for growth 

The growth of firms can be measured in various ways, and the most frequently suggested 

approaches include sales, employment, assets, market shares, physical outputs as well as profits 

(Wiklund 1998). There is no consensus on the appropriate measures of the growth of SMEs and, as 

a result, researchers are free to choose one best indicator, create a multiple indicator index or use 

alternative measures separately. Due to this „loophole‟, most researchers choose indicators with 

which it is easy to gather information rather than taking important variables into consideration 

(Wiklund 1998). In addition to that, many of these researchers do not explain why they have chosen 

one given indicator as opposed to the others (Birley and Westhead 1994; Shepherd and Wiklund 

2009). This tendency has partly contributed to the mixed results found in small firm growth studies 

(Delmar and Wiklund 2008).  

In this regard, Shepherd and Wiklund (2009) made a substantial contribution to firm growth 

literature by taking several steps towards understanding firm growth.  They found sales growth to be 

the most popular indicator. This was followed by employment, profit, assets and other measures. 

This is further supported by a recent review conducted by Achtenhagen, Naldi and Melin (2010) 

who found sales growth to be a popular indicator used to measure the growth of SMEs. Most 

researchers have indeed concluded that sales growth is a more suitable growth measure than other 

measures (Shepherd and Wiklund 2009). This is because sales growth has great relevance to many 

policy-makers since firm growth has been regarded as important for income generation. Besides 

policy-makers, entrepreneurs themselves tend to measure growth through firm sales (Barkham et al. 

1996).  

Accordingly, without considering which measure is best, it has been argued that sales growth is 

chronologically the first form of growth followed by other indicators, such as employment and 

assets (Jansen 2009). In principle, it is the increase in sales that makes it necessary for the firm to 

invest in additional factors of production such as machines or employees, which would result in 

rising profits or market share (Jansen 2009). From this explanation, it is therefore clear as to why 

most previous studies have used sales as the indicator for growth. Indeed, it has been suggested that 
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if only one indicator has to be used in different industries, then sales growth should be the preferred 

choice (Delmar 1997; Ardichvili et al. 1998; Shepherd and Wiklund 2009). After sales, employment 

is considered to be the second best indicator of growth. Employment is considered as an important 

measure because most of the studies on government policy measure growth in terms of employment 

(Shepherd and Wiklund 2009).  Other indicators such as market share and physical output are not 

frequently used because they are only applicable in certain circumstances. For example, market share 

and physical output can only be used to compare firms with a similar product range (Jansen 2009).  

Even if sales and employment are considered to be better than other growth indicators, they are not 

always the best ones. For instance, for high tech firms with long-term developments it is possible to 

exhibit growth in terms of assets and employment rather than sales (Delmar, Davidsson and Gartner 

2003). Likewise, employment growth may not be as good in all sectors, especially for those sectors 

that are highly capital intensive (Jansen 2009). This is because a firm which is highly capital intensive 

is more likely to substitute human labour with machines, and as such a firm can grow significantly in 

sales and assets without any increase in the number of employees (Delmar, Davidsson and Gartner 

2003).  

2.6.1.1  One indicator vs. multiple indicators of growth 

Since sales and employment are both open to criticism, some scholars advocate the use of multiple 

indicators when studying firm growth (Delmar 1997; Shepherd and Wiklund 2009). Although most 

of the scholars agreed with this view, there is disagreement about how these multiple indicators can 

be used. Some scholars advocate the use of composite measures derived from multiple indicators 

(Davidsson 1989), while others advocate the use of several indicators separately (Delmar 1997; 

Delmar, Davidsson and Gartner 2003). The scholars who advocate the use of composite measures 

tend to indicate that the different indicators of growth are correlated, and as such it is logical to use 

composite measures. On the other hand, scholars who advocate the use of several indicators 

separately tend to believe that most growth indicators are poorly correlated, and as such it is not 

wise to combine them (Delmar 1997; Jansen 2009: Achtenhagen, Naldi and Melin 2010). However, 

recent studies have noted that the factors which, for example, influence sales growth do not always 

influence other growth indicators (Jansen 2009; Shepherd and Wiklund 2009). Therefore, 

researchers are advised to analyse different growth indicators separately (Delmar 1997). This notion 

has recently received attention within this area. For example, Jansen (2009) revealed that 
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employment and turnover growth is influenced by factors that are largely distinct; the growth of 

SMEs cannot therefore be measured using composite indicators. 

Although most scholars are in favour of the use of multiple indicators, little is known about which 

multiple indicators are to be used in a specific study. Scholars have recognised this as an important 

issue and have suggested that researchers should strive towards growth indicators that best match 

their theories, their research questions and the type of the firms under study (Davidson, 

Achtenhagen and Naldi 2007; Achtenhagen, Naldi and Melin 2010).  

2.6.1.2 Formula used to calculate growth 

There are different ways of calculating growth. Based on the literature reviewed, most of the authors 

make a distinction between relative growth and absolute growth (Delmar, Davidsson and Gartner 

2003). Absolute growth is simply computed as the size at time '1' minus the size at time '0'. For 

relative growth, most researchers divide the absolute growth by the size at time '0'.  Researchers are 

free to choose between absolute and relative measures for calculating growth, though empirically it 

has been found that relative measures are more popular than absolute ones (Shepherd and Wiklund 

2009). Furthermore, it is suggested that these two methods influence the final results differently. 

This is because a relative percentage tends to favour small firm growth while absolute growth tends 

to favour larger firms (Davidson, Achtenhagen and Naldi 2007). A number of scholars have 

observed this phenomenon, and some have started to empirically examine these differences (Delmar 

1997; Shepherd and Wiklund 2009). For example, Delmar (1997) examined the relationships among 

growth measures and observed a poor correlation between relative and absolute measures. His 

findings suggest that the results on relative measures are not comparable with the results on absolute 

measures. Shepherd and Wiklund (2009) also investigated the relationships among absolute and 

relative growth measures.  Their findings suggest a high correlation between absolute and relative 

growth of the number of employees and a moderate correlation between absolute and relative 

growth of equity. Their findings also reveal poor correlations between sales, assets and profit when 

absolute or relative measures are used. In fact, based on previous empirical studies using relative 

measures, they advise researchers not to develop hypotheses of absolute growth.  
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2.6.1.3 Studied period 

Apart from the discussion above, researchers are free to explore firm growth by choosing any time 

interval of their choice depending on their research objectives. Delmar (1997) indicated the five year 

period to be the most common approach, followed by periods of one year and three years. His 

findings also revealed that most of these studies indicate the measurement period but that the 

authors failed to explain why they chose this measurement period as opposed to other measurement 

periods. Nevertheless, it is argued in the literature that different measurement periods do influence 

the results because growth generally depends on both short and long terms changes (Delmar 1997). 

This means that the factors which are responsible for short term growth do not always determine 

long term growth. Shepherd and Wiklund (2009) share this view by arguing that if the growth of 

firms is not linear but varies over time, then the results obtained will vary in accordance to the time 

span chosen.  

Empirically, little has been done about the choice of the measurement period and its effects on the 

outcome of the analysis. In most of the studies, it is assumed that growth is linear and that the time 

lag is of little importance (Delmar 1997). Recently, Shepherd and Wiklund (2009) made a substantial 

contribution to this matter by investigating the implications of the measurement period on the final 

results. Their analysis gave similar results when absolute growth was used for two time spans studied 

(one and three years).    

2.6.1.4 Organic growth vs. acquisition growth 

In general, a firm can grow in different ways, such as organic growth, growth through acquisition or 

a combination of both (Delmar, Davidsson and Gartner 2003). These two types of growth vary in 

their interpretation as well as in terms of implications for the economy at large. For example, from 

an economic point of view, only organic growth creates new employment in the short term while 

acquisition tends to move the existing jobs from one company to another (Davidson and Wiklund 

2006). Elaborating further on these two types of growth, Penrose (1959) suggests that firms that 

grow organically should show a smoother growth pattern over time than firms that grow through 

acquisition. She suggests further that organic growth is more likely to be found in smaller and 

younger firms while acquisition growth is more likely to be found in older and larger firms. And for 

this reason, theoretical consideration is required in order to determine which form of growth is of 

interest and in which firms. Although these different forms of growth are very important when 
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studying firm growth, previous studies have more or less ignored these aspects. Accordingly, from 

the entrepreneurship perspective it is argued that entrepreneurship is concerned with the creation of 

value and combination of resources, and as such organic growth is of most interest (Delmar 1997). 

However, most of the previous entrepreneurship papers do not reveal which type of growth was 

studied. In responding to this matter, Delmar and Davidsson (1998) tried to separate organic growth 

from acquisition growth. Their findings show that the difference in interpretation can be quite 

impressive depending on the growth criterion used. For example, in the smallest size category, 

almost all growth is organic.  
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Chapter 3. Conceptual framework 

3.1 Introduction  

The relevant theories related to the research objectives were discussed in Chapter Two. This chapter 

is devoted to reviewing the characteristics of entrepreneurs. The chapter begins by describing the 

characteristics of an entrepreneur as suggested by various scholars. The chapter concludes by 

presenting a summary of the indicators used to measure the growth of SMEs. 

3.2 Individual characteristics of an entrepreneur 

Several characteristics common to entrepreneurs have been identified in entrepreneurship literature. 

In most cases, entrepreneurs have been found to possess a set of characteristics that include 

personality, attitudes, behaviours, experiences and skills. In this study, the characteristics of an 

entrepreneur are studied in terms of their demographic characteristics, personality traits and 

cognitive characteristics. Although there is an overlap between the characteristics and traits, the 

concepts are not the same. For example, personality traits relate to the principles, beliefs and values 

one has, while the demographic characteristics are those relating to the person directly. The 

cognitive approach focuses on understanding how entrepreneurs think and behave and why they do 

some of the things they do.  

For decades, researchers have been interested in identifying certain characteristics common to 

entrepreneurs. Their approach was grounded in the study of successful entrepreneurs who tend to 

show similar characteristics and which of these characteristics can be used to distinguish them from 

the general population (Koh 1996; Littunen 2000; Rauch and Frese 2007a; Chell 2008). However, 

researchers such as Gartner (1988) and Timmons (1990) have challenged this approach. Among 

their key criticism is the concern about the tendency of researchers to derive a list of characteristics 

based on the distinction between entrepreneurs and managers, with the assumption that there are 

unique characteristics of entrepreneurs (Chell, Haworth and Brearley 1991). In reality, these 

characteristics may also be common to successful individuals other than entrepreneurs (Robinson et 

al. 1991). Thus, these characteristics may be important for distinguishing between successful and 

unsuccessful people. Furthermore, scholars have raised their concern with regard to the instruments 

used to measure these characteristics (Robinson et al. 1991). Indeed, they suggest that most of the 

instruments used to measure personality traits lack convergent validity. Responding to this issue, 

Rauch and Frese (2007b) suggest a researcher uses specific traits that are linked to the 
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entrepreneurial tasks. In addition, they should also use a questionnaire that has been previously 

tested (Gartner 1988; Robinson et al. 1991; Chell 2008).  

Despite these criticisms, there is some empirical evidence to support the idea that the characteristics 

of an entrepreneur are among the factors that influence the growth of SMEs (Frese 2000; Krauss et 

al. 2005; Rauch and Frese 2007b). This study used the approach by following the literature which 

views entrepreneurial characteristics as an important determinant of the intention to become an 

entrepreneur as well as the subsequent performance of the firm (Rauch and Frese 2007b; Zhao, 

Seibert and Lumpkin 2010). More specifically, we argue that the characteristics of the entrepreneurs 

are primary endowments that explain the growth of SMEs in Tanzania.  

In this study, the characteristics of the entrepreneurs are divided into demographic characteristics, 

personality traits and cognitive characteristics. We define demographic characteristics as 

characteristics that relate to the person directly. This includes education, family background, age, and 

experiences that an entrepreneur has gathered through his or her life. We use the term personality 

traits generally to depict those specific personality traits of the entrepreneur that are related to the 

entrepreneurship task (Rauch and Frese 2007b). Such traits include need for achievement, locus of 

control, tolerance for ambiguity, innovativeness, risk-taking propensity and self-efficacy. We define 

cognitive characteristics as those characteristics that entrepreneurs use to make assessments and 

judgements involving the creation and growth of SMEs. In line with this definition, four factors will 

be examined. These factors are: entrepreneurial alertness, entrepreneurial attitude, cognitive style and 

entrepreneurial motivation.   

3.2.1 Demographic characteristics 

An extensive amount of research has been conducted to investigate the relationship between 

demographic characteristics and the growth of SMEs. Much of this research has used human capital 

theory as a framework. In this manner, researchers have employed a large variety of variables such as 

education, experience, family background, knowledge and others (Kirby 2003; Wright et al. 2007; 

Schrader and Siegel 2007; Unger et al. 2009a). In this study, the influence of an entrepreneur‟s 

education, experience, age and family background on the growth of SMEs is examined. These 

factors were chosen because various researchers had found a significant relationship between these 

factors and the growth of SMEs (Storey 1994; Wiklund and Shepherd 2003b; Barringer, Jones and 
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Neubaum 2005; Littunen and Virtanen 2006; Bigsten and Gebreeyesus 2007; Goedhuys and 

Sleuwaegen 2010).  

3.2.1.1  Education 

Education is one of the key components of human capital (Becker 1993). This component is the 

source of knowledge, skills, discipline, motivation and self-confidence (Cooper, Gimenogascon and 

Woo 1994). Building upon the human capital theory, much research has been done to examine the 

effect of education on the performance of SMEs. The assumption lies in the notion that individuals 

with a higher level of education are able to manage their firms better than individuals with a lower 

level of education. Individuals in the former category are able to manage their firms better because 

education contributes towards developing the analytical and managerial capabilities needed for a 

firm to be successful (Basu and Goswami 1999; Shane 2007).  

Empirically, due to the mixed results, the relationship between education and the growth of SMEs is 

still an unsettled issue (i.e. positive, neutral or negative). For instance, some studies show a positive 

relationship between education and the growth of SMEs (Cooper et al. 1992; Yusuf 1997; Watson, 

Stewart and BarNir 2003; Barringer, Jones and Neubaum 2005; Kim, Aldrich and Keister 2006), 

while other studies show a negative relationship between the two (Pickles and O'Farrell 1987; Stuart 

and Abetti 1990; Johnson, Conway and Kattuman 1999; Bartlett and Bukvi-ì 2001). Subsequently, 

other studies have found that education does not matter in explaining the growth of SMEs (Alvarez 

and Crespi 2003; Van Gelder et al. 2007). By the look of things, it can be argued that whether or not 

education is significant depends on the type of education entrepreneurs enjoyed as well as the type 

of industry the business belongs to (Barringer and Jones 2004). These arguments support the 

previous findings that entrepreneurs who have engaged in manufacturing are three times more likely 

to have graduated from college than entrepreneurs operating in other industries. Similarly, Dimov 

and Shepherd (2005) reveal that specific types of education are much better predictors of the 

specific types of business and their performance. In addition, education may have different 

influences depending on how performance is defined or measured. Tan and Tay (1995) and Jo and 

Lee (1996), for example, found education to be positively correlated with profitability but not with 

sales growth. Furthermore, Jansen (2009) found education to be significantly related to employment 

but not to sales growth. Education not only includes formal education, but also includes practical 

learning as well as training courses. For example, it has been demonstrated that training is crucial for 
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updating and upgrading knowledge and skills that can enhance the performance of the firm (Becker 

1993). Accordingly, training which is in line with the objectives of the firm can increase the 

competencies of the entrepreneurs (Littunen and Virtanen 2006).  

A number of studies conducted in African countries linking SMEs growth to education have also 

reported mixed findings. For example, some studies have revealed that entrepreneurs who have 

completed secondary education are better able to deal with economic fluctuations and lead their 

business to growth than entrepreneurs who have only completed primary education or never 

attended school (McPherson 1992; Parker 1994; Trulsson 2000). Likewise, a study conducted by 

Woldie, Leighton and Adesua (2008) in Nigeria reveals that firms run by entrepreneurs with a 

diploma or university degree have a higher propensity to growth than firms run by entrepreneurs 

with a primary level of education. On the contrary, the study conducted by McPherson (1992) in 

Botswana and Uganda discovered that the influence of formal education on the growth of SMEs is 

not significant. Furthermore, his study revealed that the firms of entrepreneurs who had had 

vocational training education grew faster than firms with untrained entrepreneurs. 

3.2.1.2  Experience  

Like education, prior experience is also one of the most frequently examined components of human 

capital. Through experience people gather information and develop skills that are useful across 

different occupations (Ucbasaran, Westhead and Wright 2008). To date, various dimensions of prior 

experience have been found in the literature. But the most frequently mentioned types of experience 

are entrepreneurial experience, management experience and industrial experience (Unger et al. 

2009a). These three types of experience are considered to be important in determining the growth of 

SMEs. Entrepreneurial experience refers to the number of previous new ventures and the role 

played by entrepreneurs in these ventures. Industrial experience refers to the experience in the 

industry to which the current firm belongs. Management experience refers to the experience in 

management regardless of the industry (Storey 1994; Bosma et al. 2004; Shane 2007).  

 Research concerning human capital factors often acknowledges the importance of previous 

experience for the growth of SMEs (Storey 1994; Shane 2000; Shane 2007). Most of these studies 

assert that prior experience enhances the economic performance of the firm (Shane and Khurana 

2003; Unger et al. 2009a). For instance, with regard to industrial experience, researchers indicate that 

people who enter an area with which they are well acquainted have a better chance of being 
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successful in their business (Basu and Goswami 1999; Dobbs and Hamilton 2007). Those people 

with prior experience in an industry often have a better understanding than others of how to meet 

demand conditions in that market (Shane 2007). For this reason, these people are more likely to 

gather information that outsiders cannot gather. Such experience contributes towards building up 

the entrepreneur‟s knowledge base, developing access to market information and business networks, 

and improving managerial capability (Basu and Goswami 1999; Dobbs and Hamilton 2007). Apart 

from the technical and knowledge experience, those people may also have useful contacts and 

sufficient experience to know the kinds of products, which are in demand within the context of their 

business (Smallbone and Wyer 2000).  

Prior experience in starting a new business has also been linked to business performance. Since 

knowledge of entrepreneurship can be acquired through business ownership experience, 

entrepreneurs with more start-up experience are more likely to have learnt more than entrepreneurs 

without such experience (Shane and Khurana 2003). This argument also corresponds to the findings 

of Cope and Watts (2000) who assert that much of the necessary information about managing the 

business can only be learned by doing. To date, extant research suggests that people with more start-

up experience are more likely to have gathered much of the valuable information relating to business 

creation and growth (Politis 2005; Unger et al. 2009a). The information obtained can enhance the 

reputation and broadens the social and business networks which, in turn, lead the business to 

growth. In further support of these findings, research by Littunen and Virtanen (2006) found start-

up experience to be a significant variable that differentiates growing ventures from non-growing 

ventures. Furthermore, entrepreneurs with prior experience in starting new firms have been found 

to have a higher intention to perform better than those without such experience (Kolvereid 1996; 

Liedholm 2002; Barringer, Jones and Neubaum 2005).  

Another type of experience that has been related to the growth of SMEs is the management 

experience of an entrepreneur (Lee and Tsang 2001; Unger et al. 2009a). Researchers showed that 

entrepreneurs with more management experience tend to form ventures that have greater 

employment and sales growth than founders with less management experience. For example, 

Duchesneau and Gartner (1990) showed that the founders of failed ventures had less management 

experience than the founders of successful firms. Similarly, Lee and Tsang (2001) showed that 

management experience influences sales growth. Bigsten and Gebreeyesus (2007) found that the 
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management experience of founders had a positive effect on employment growth. These 

entrepreneurs are able to manage their firms better because previous experience from managing a 

business provides training in many of the skills needed for recognising and acting on entrepreneurial 

opportunities, including negotiation, decision making styles, ways to serve markets, and methods for 

dealing with customers and employees (Shane 2007). 

3.2.1.3  Age 

Another important demographic characteristic that influences the growth of SMEs is the age of the 

entrepreneur. Unlike the entrepreneurs‟ experience which has a positive effect on the growth of 

SMEs, the relationship between the age of an entrepreneur and the growth of SMEs has revealed 

conflicting results. For instance, some findings (e.g., Davidson 1991; Storey 1994; Woldie, Leighton 

and Adesua 2008) have supported the argument that younger managers are more likely to be 

successful in their firms than older managers because younger managers have more energy, higher 

aspirations and are more likely to be committed to working long hours, which are generally 

necessary for a business to be successful. On the other hand, older managers are likely to have 

reached their final aspirations and thus growth is of little importance. A different set of studies 

argues that older managers are more likely to be successful in their firms than younger managers 

(Harada 2003). The logic is that older managers are more experienced and have gone through many 

challenges, which make them strong and confident. Littunen and Virtanen (2006), for example, 

found that older entrepreneurs were more often found in growing firms.  

Thus, in accordance with the previous findings it can be said that whilst younger managers may have 

more energy to work, they lack the business experience. On the other hand, older managers may 

have much experience, but they lack sufficient energy to work. Cortes, Garcia and Ramon (2008) 

argued that while older proprietors are likely to be more experienced than younger ones, they may 

also be less inclined or less able to make their firms grow. Due to these conflicting messages, one 

argument, which is a combination of the two, can be put forward (Storey 1994): middle-aged 

entrepreneurs are likely to have experience and more energy, and as such they are most likely to 

establish and manage a business which will grow faster than is the case for younger ones. In this 

regard, empirical studies have found an inverted U-shaped relationship between the entrepreneurs‟ 

age and the growth of SMEs. For instance, Reynolds and White (1997) found that the founders‟ age 

had an inverted, U-shaped relationship with growth rates. Similarly, Van Praag (2003) indicated an 
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inverted U-shaped relationship between age and the success of small business owners in the United 

States, suggesting that ageing led the business owners to become uncertainty-averse, thus making 

them no longer able to exploit opportunities.  

3.2.1.4  Family background 

The knowledge required to run a business can also be learned through observing others. Building 

upon this proposition, researchers have argued that the children of entrepreneurs should be more 

likely to be self-employed than other people. Scholars have suggested various reasons as to why the 

children of entrepreneurs are more likely to be self-employed. These factors are generally drawn 

from exposure and closure mechanisms (Sørensen 2007). The exposure mechanism focuses on how 

the parent‟s social position exposes children to experiences and expectations that have a lasting 

impact on their subsequent career choices (Sørensen 2007). In the same line of thinking, scholars 

have argued that children exposed to self-employed parents are more likely to look at self- 

employment as a viable career choice than individuals without such a background (Niittykangas and 

Tervo 2005). Indeed, having at least one self-employed parent can help modify children‟s aspirations 

and values (Bruderl, Preisendorfer and Ziegler 1992). For example, self-employed parents may serve 

as role models for their children (Mungai and Velamuri 2010). This role modelling may not only lead 

the children to value self-employment more highly than other forms of employment but may also 

encourage entrepreneurial behaviour (Niittykangas and Tervo 2005). Similarly, Niittykangas and 

Tervo (2005) suggest that in self-employed families, parents may provide their children with skills, 

values and the confidence they need to embark on an entrepreneurial career. Some of these skills 

may be acquired through observing their parents or through participating in the family business 

(Mungai and Velamuri 2010).  

A second line of argument emphasies social closure mechanisms and suggests that children of 

entrepreneurs may be more likely to succeed in entering self-employment by taking advantage of 

privileged access to their parents‟ financial and social capital. In other words, self-employed parents 

may facilitate their children through social and financial capital, which in turn facilitates entry to self-

employment (Sørensen 2007). This corresponds to the conclusions of Aldrich, Renzulli and Langton 

(1998) who assert that the children of entrepreneurs may enter self-employment successfully because 

they have better access (through the parents) to knowledge about entrepreneurial opportunities. For 

instance, self-employed parents may be better able to provide their children with information about 
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potential suppliers or customers and, as a result, facilitate the successful transmission into self-

employment.  

Empirically, most of the studies found support for the exposure mechanism but not for a social 

closure mechanism (Kim, Aldrich and Keister 2006). However, it is demonstrated that the 

transmission of self-employment may be due to both types of mechanisms (Sørensen 2007; Hundley 

2006). That is, the closure and exposure mechanisms may work together to influence an individual 

propensity to enter self-employment.  

If the children of entrepreneurs have greater entrepreneurial abilities than children whose parents are 

not self employed, then it is obvious that the children of entrepreneurs will perform better than 

other children (Cooper et al. 1992). Empirically, a number of studies have shown that successful 

entrepreneurs are more likely to be from families in which their parents or close relatives owned a 

business (Storey 1994; Mungai and Velamuri 2010). It is suggested that these individuals are more 

likely to be successful in their businesses for several reasons, such as an ability to seek managerial 

expertise from their parents in case of business problems (Duchesneau and Gartner 1990; Aldrich, 

Renzulli and Langton 1998; Sørensen 2007). They may also have easier access to information on the 

market as well as on other related issues (Krauss et al. 2005; Mungai and Velamuri 2010). In 

addition, these people are more likely to have learnt the skills (through working in the family firm) 

that are necessary in order to influence the growth of SMEs (Mungai and Velamuri 2010).  For 

instance, Duchesneau and Gartner (1990) compared successful and failed firms and found that 

entrepreneurs of the failing firms were less likely than the entrepreneurs of the successful firms to 

have had self-employed parents. In this regard, Rose, Kumar and Yen (2006) also found that most 

of the successful entrepreneurs in Malaysia come from entrepreneurial families. In addition to that, 

those successful entrepreneurs also worked long hours, had personal investments in the firm, and 

were good communicators. For these reasons, it is obvious that coming from an entrepreneurial 

family has a role to play in the growth of SMEs.  

3.2.2 Personality traits 

The influence of personality traits is also one of the essential factors for stimulating and developing 

business ventures (Krauss et al. 2005). Numerous authors have related specific personality traits to 

an entrepreneur (Rotter 1996; Timmons 1990; Brockhaus and Howrwitz 1986; Frese 2000; Rauch 

and Frese 2007b; McClelland 1961) and to the growth of SMEs (Begley and Boyd 1987b; Perry, 
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Meredith and Cunnington 1988; Davidsson 1989; Littunen 2000; Littunen and Virtanen 2006; Unger 

et al. 2009c). The personality traits that have been mostly related to entrepreneurs and business 

success include need for achievement (McClelland 1961; McClelland 1965; Rotter 1996; Perry, 

Meredith and Cunnington 1988; Begley and Boyd 1987b; Lee and Tsang 2001; Stewart et al. 2003), 

locus of control (Brockhaus 1982; Perry, Meredith, and Cunnington 1988; Miller and Toulouse 1986; 

Begley and Boyd 1987b; Lee and Tsang 2001) and risk taking propensity (Brockhaus 1982; 

Cunningham and Lischeron 1991; Tan and Tay 1994; Shane 2007). Other traits include 

innovativeness (Koh 1996; Hult, Hurley and Knight 2004; Rauch and Frese 2007b), tolerance for 

ambiguity (Koh 1996; Krauss et al. 2005; Collins, Hanges, and Locke 2004; Chell 2008) and self-

efficacy (Baum and Locke 2004; Poon, Ainuddin, and Junit 2006). The above mentioned traits were 

included in the current study.  

3.2.2.1  Need for achievement  

The need for achievement theory was propounded by McClelland in 1961. The theory asserts that 

individuals with a high need for achievement are among those who want to solve problems 

themselves, set targets, and strive to meet these targets through their own efforts (Kirby 2003). 

McClelland (1961) believes that individuals with a high need to achieve often find their way to 

entrepreneurship and perform better than those with a low need for achievement. The basis for this 

proposition is that people with a higher need for achievement spend time considering how to do a 

job better or how to accomplish something important to them (Chell 2008). In 1965, McClelland 

tested his theory by studying the relationship among characteristics of entrepreneurs, strategy, and 

growth of SMEs. His findings revealed that growing firms show a much stronger intention to grow 

than failing firms. Higher achievers spend time thinking about doing things better, tend to take 

immediate responsibility for tasks, display initiatives and always want feedback about their level of 

performance (McClelland 1965; McClelland 1987). McClelland also believes that need for 

achievement could be increased through training programmes. Several researchers have also found 

support for a connection between the need for achievement and various aspects of entrepreneurship 

in both the western and non-western context (Rotter 1966). However, Brockhaus (1982) and Poon, 

Ainuddin and Junit (2006) were unable to find a clear direct link between the need for achievement 

and entrepreneurship. They further concluded that the need for achievement is a weak predictor of 

entrepreneurial performance. Furthermore, the Thematic Apperception Test (TAT) used to measure 
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the need for achievement has been criticised on several grounds, including low predictive ability and 

lack of consistency (Hansemark 2003). In regard to this matter, Hansemark (2003) found that none 

of the achievement motive scales had a predictive validity on entrepreneurial activities, such as 

venture creation. Similarly, Johnson (1990) made a substantial contribution in this area by reviewing 

studies that have been carried out on the need for achievement. His findings reveal that there is 

considerable variability in the samples of entrepreneurs studied, different operationalisation of need 

for achievement and lack of consistency in the measurement of need for achievement. Nevertheless, 

Johnson (1990) revealed a positive relationship between need for achievement and entrepreneurial 

performance. This is further supported by a meta-analysis conducted by Collins, Hanges and Locke 

(2004) who found that both measures of need for achievement are valid. Even if most of the need 

for achievement scales are valid, one of the most researched surveys used to measure need for 

achievement is the scale developed by Steers and Braunstein in 1976. 

Notwithstanding such criticism, numerous researchers have supported the idea that need for 

achievement is an entrepreneurial characteristic which can be used to distinguish entrepreneurs from 

other people as well as successful from unsuccessful firms (Rauch and Frese 2007b). Similarly, Lee 

and Tsang (2001) examined the effect of personality traits on venture growth among 168 Chinese 

entrepreneurs in Singapore. The authors indicated that the need for achievement had a significant 

and positive relationship with the growth of SMEs. This is further supported by the two meta-

analyses conducted by Collins, Hanges and Locke (2004) and Rauch and Frese (2007b). They found 

that need for achievement is significantly correlated with both the choice of an entrepreneurial 

career and with entrepreneurial performance.  

3.2.2.2  Locus of control 

Locus of control refers to an individual's perceived ability to influence events in his/her life. 

„Internals‟ believe that they have influence over outcomes through their own abilities, efforts, or 

skills, while „externals‟ believe that forces outside their control determine outcomes (Rotter 1996). 

Individuals with an internal locus of control are more likely to fight for achievement than is the case 

with individuals with an external locus of control (Rotter 1996). Indeed, those with a more 

pronounced internal locus of control believe that they are in control of their business, and that luck 

or chance does not really determine what happens to it (Chell 2008). In entrepreneurship literature, 

locus of control has been of great interest and has been considered one of the most important 
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characteristics of entrepreneurs (Rauch et al. 2009). Internal locus of control is related to 

entrepreneurship because entrepreneurs generally believe that their own actions determine the 

rewards they obtain (Rauch and Frese 2007b).  

Several researchers have provided evidence to support the contention that entrepreneurs have a 

higher internal locus of control than managers (Begley and Boyd 1987a; Cromie and O'Donoghue 

1992). In contrast, Brockhaus (1982) and Nair and Pandey (2006) found no such relationship and 

concluded that a dominant internal locus of control is not a prerequisite for entrepreneurship. 

Furthermore, many studies that have examined locus of control have applied the measurement scale 

developed by Rotter (1966) (see, for example, Poon, Ainuddin and Junit 2006; Luthans and Ibrayeva 

2006). However, some scholars have criticised the uni-dimensionality (internal versus externals) of 

Rotter‟s scale and have suggested the use of a multi-dimensional scale (e.g., Hansemark 2003). In 

this regard, new measurement scales have been developed with an emphasis on multi-

dimensionality, thereby increasing the validity of the scale. To date, there are quite a number of 

scales that are used to measure the locus of control. However, one of the most frequently used 

multi-dimensional scales was developed by Levenson in 1974 (Levenson 1981). This scale has been 

reported to have a high reliability and validity for locus of control (Levenson 1981; Kaufmann, 

Welsh and Bushmarin 1995; Chelariu et al. 2008).  

Despite the criticism above, internal locus of control has also been seen to be among the factors 

which distinguish successful entrepreneurs from unsuccessful ones (Poon, Ainuddin and Junit 2006; 

Rauch and Frese 2007b). This is because individuals with a high internal locus of control feel that 

they are able to control outcomes and, as such, put more effort onto achieving intended outcomes. 

This, in turn, helps to start an enterprise and maintain it successfully. Empirically, the relationship 

between the internal locus of control and the growth of SMEs has revealed mixed results. For 

instance, some studies have found that there is no such relationship at all (Perry, Meredith and 

Cunnington 1988; Cromie and O'Donoghue 1992a; Koh 1996). On the contrary, other studies have 

indicated a positive relationship between these variables (Miller and Toulouse 1986; Lee and Tsang 

2001; Poon, Ainuddin and Junit 2006).  

3.2.2.3  Tolerance for ambiguity 

Tolerance for ambiguity can be defined as the propensity to view situations without clear outcomes 

as attractive rather than threatening (Budner 1962). Accordingly, tolerance for ambiguity can be 
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effectively conceptualised as an individual‟s attitude towards taking chances in decision-making 

scenarios (Sexton and Bowman 1985). When there is insufficient information to structure a 

situation, an ambiguous situation is said to exist (Koh 1996). Subsequently, it has been revealed that 

only people with higher tolerance will be able to survive in unstable situations (Hartmann 2005). In 

fact, an individual with a higher tolerance for ambiguity is one who finds an unclear situation 

challenging and who struggles to overcome such situations in order to perform better (Teoh and 

Foo 1997). With regard to this phenomenon, several researchers have revealed that entrepreneurs 

have a significantly greater capacity to tolerate ambiguity than is the case with managers (Koh 1996; 

Teoh and Foo 1997). The findings are supported by the idea that entrepreneurs deal with situations 

and innovation opportunities that are less than clear-cut, and actually take the ultimate responsibility 

for the decisions they make (Entrialgo, Fernandez and Vazquez 2000; Chell 2008). Besides taking 

full responsibility, entrepreneurs continually face more uncertainties in their everyday environment, 

which makes them more likely to score well on this trait than managers (Schere1982).  

Furthermore, scholars have provided strong support for the conclusion that ambiguity tolerance is 

an important trait for entrepreneurs (Koh 1996; Teoh and Foo 1997). This is because the challenges 

and potential associated with business growth are, by their very nature, unpredictable (Schere 1982). 

As a result of this, entrepreneurs are required to have considerable tolerance and view uncertainty as 

an exciting stimulus rather than a severe threat (Gasse 1982). In fact, if ambiguity tolerance serves as 

an exciting stimulus it may foster entrepreneurial success (Begley and Boyd 1987b).  This concept 

falls in line with the previous notion that individuals with a higher tolerance for ambiguity are those 

who obtain superior results if their mission is congruent with company growth (Gupta and 

Govindarajan 1984). Further evidence for the validity of this notion comes from a recent study 

carried out by Walley (2007). The author found that successful entrepreneurs have a greater 

tolerance for ambiguity than failed entrepreneurs.  

3.2.2.4    Innovativeness  

Innovativeness is the component of human personality which helps entrepreneurs foster 

innovations in their firm. This component emphasises an active approach to innovation such as the 

daily effort to improve one‟s work procedures (Utsch and Rauch 2000). Schumpeter (1934) was one 

of the first authors to introduce the role of innovation into the entrepreneurial process. The author 

perceives innovation as a systematic search for changes, opportunities for new markets, products or 
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ideas (Cromie 2000). According to Schumpeter, a dynamic entrepreneur is a person who innovates 

and who makes new combinations (Hebert and Link 1989). In addition, Schumpeter went even 

further and proposed innovation to be a single constitutive entrepreneurial function separating acts 

of entrepreneurship from other non-entrepreneurial activities (Kirby 2003). Since then, 

innovativeness has been perceived as a behaviour that characterises entrepreneurship and 

entrepreneurial orientation (Koh 1996). Indeed, many social scientists admit that innovativeness is 

the true mark of an entrepreneur (Drucker 1985; Stevenson and Sahlman 1988), implying that 

entrepreneurs are, by definition, always looking for new opportunities (Heunks 1998).  

Innovation can be studied at the level of the firm and at the level of individual. This study is 

concerned about the influence of the characteristics of the entrepreneurs on the growth of SMEs 

and, as a result, innovativeness will be studied at the individual level. In fact, the relationship 

between innovativeness and success at the individual level seemed to be higher than the same 

relationship reported at the firm level (Bausch and Rosenbusch 2005).  

Due to its vital role, numerous studies have linked innovativeness to entrepreneurship and to the 

growth of business. For example, Koh (1996) surveyed MBA students in Hong Kong and found 

that the students who showed greater innovative behaviour were more likely to want to start their 

own firm. Empirical evidence for this relationship has been found in many studies, including those 

from western countries and developing countries (e.g., Gurol and Atsan 2006; Ahmed et al. 2010). 

From this finding, it is obvious that innovativeness is an important predictor of intention to start a 

business. Consequently, innovativeness has often been found to have a significant effect on the 

growth of SMEs (Carland et al. 1984; Barber, Metcalfe and Porteous 1989; Utsch and Rauch 2000; 

Hult, Hurley and Knight 2004). This is further supported by two meta analyses, which indicated that 

innovativeness is related to business success (Bausch and Rosenbusch 2005; Rauch and Frese 

2007b). 

In spite of the empirical evidence presented above, the relationship between the two has been 

challenged by some scholars. For example, Stanworth et al. (1989) and Stevenson and Sahlman 

(1988) argue that entrepreneurs are not necessarily innovators.  However, their studies shed no light 

on the relationship between innovativeness and firm growth. Despite these criticisms, the existing 

research seems to concede that innovativeness is among the key factors that define an entrepreneur 

and can be used to distinguish between successful and unsuccessful firms (Hult, Hurley and Knight 
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2004; Lin, Peng and Kao 2008; Tajeddini 2008; Wynarczyk and Thwaites 1997). This is further 

supported in a meta-analysis conducted by Rauch and Frese (2007b).   

3.2.2.5  Risk-taking propensity 

Risk taking is defined as the practice of doing things that involve risks in order to achieve something 

(Stewart and Roth 2001). Building upon this concept, many definitions and concepts regarding risk 

taking are available to date. From a strategic point of view, a risk can be described as venturing into 

the unknown, committing a relatively large portion of assets or borrowing heavily (Baird and 

Thomas 1985). In entrepreneurship literature, the idea of assuming risks and uncertainty emerged in 

the 18th century through economic theory developed by Cantillon in 1931 (Kirby 2003). Cantillon 

(1931) propounded that the principal factor that distinguishes an entrepreneur from a hired 

employee was uncertainty and the risk embedded in self-employment (Zhao, Seibert and Lumpkin 

2010). Based on this concept, a risk-taker is the person who pursues a business idea when the 

probability of succeeding is low (Chell, Haworth and Brearley 1991). Since then, various scholars 

and researchers have been discussing the role of risk in entrepreneurship and success.  

In the literature, there are three theoretical positions regarding the effects of risk-taking on 

entrepreneurship and success. The first one is based on the notion that entrepreneurs have a higher 

risk-taking propensity than managers, even though the tasks of both the former and the latter entail 

taking risks (Chell 2008). Nevertheless, it is believed that entrepreneurs take more risks as opposed 

to managers because entrepreneurial activities involve working with a less structured and more 

uncertain set of possibilities (Tajeddini 2008). This argument supports previous arguments that 

being entrepreneurial and venturing into new fields unavoidably involves errors and a certain degree 

of risk and speculation (Schumpeter 1934; Kirzner 1979). On the other hand, a meta-analytical 

review done by Miner and Raju (2004) found entrepreneurs to be less likely to take risks than 

managers, suggesting that entrepreneurs are, in fact, risk-averse.  

The second theoretical approach is grounded in the motivation theory where the focus is on 

achievement motivation and moderate risk (Lumpkin and Dess 1996). This theory argues that a 

person with a high need for achievement sets challenging goals and accomplishes these goals 

through efforts and skills, takes personal responsibility for the decisions and is a moderate risk-taker 

(McClelland 1961).  In this regard, it is argued that both managers and entrepreneurs have a high 

need for achievement, therefore it is meaningless to assume that entrepreneurs take more risks than 
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managers (Kirby 2003). This implies that there is no significant difference in risk taking between 

managers and entrepreneurs. Due to this contradictory result, some researchers have concluded that 

entrepreneurs do not have a unique risk-taking propensity compared with managers (Brockhaus 

1982; Tan and Tay 1995).  

The third theoretical position is based on studies which assume that risk-taking is dependent on 

either the perception of a situation or the perception of an individual (Delmar 2000). Cunningham 

and Lischeron (1991), for example, suggested that individuals take considerably more risks in 

situations where they feel competent or feel some degree of control or skills in realising profit. Most 

of the studies which take this approach have found that risk-taking was dependent on the 

entrepreneur‟s age, motivation, business experience, number of years in business and education 

(Schwer and Yucelt 1984).  

From the foregoing discussion, it can be concluded that there are a great deal of stories concerning 

risk-taking and entrepreneurship. This study is not concerned with whether or not an entrepreneur 

takes greater risks than other people, rather it establishes the link between risk taking propensity and 

the growth of firms. Previous empirical studies concerning such a relationship have revealed 

conflicting results. Some of the previous studies have found that risk-taking is an entrepreneurial 

feature that may predict success only to some point (Begley and Boyd 1987b; Teoh and Foo 1997; 

Kraus et al. 2005; Rauch and Frese 2009b), while others found no such relationship at all 

(Duchesneau and Gartner 1990). However, two meta-analyses confirm the positive effect of risk-

taking on entrepreneurship and business success (Stewart and Roth 2001; Rauch and Frese 2007b). 

The overall relationship between risk-taking, entrepreneurship, and business success was minimal, 

indicating the presence of moderators. This leads to the conclusion that the effect of risk-taking on 

entrepreneurship and business success is positive and significant, but small.  

3.2.2.6  Self-efficacy 

In general, the definition of self-efficacy is relatively constant across the available literature. 

According to Bandura (1997), self-efficacy is the belief in one‟s own ability to perform a given task. 

In entrepreneurship literature, there has been considerable research designed to examine the effect 

of self-efficacy. Much work has been focused on this aspect since it is believed that people who have 

higher self-efficacy are more likely to start a business and lead their business to growth than people 

who have lower self-efficacy (Judge and Bono 2001; Kirby 2003 and Rauch and Frese 2007b). 



43 

 

Furthermore, it is argued that people with a high level of self-efficacy tend to set challenging goals, 

persist even in the face of failure, and approach difficult tasks as challenges to be mastered rather 

than issues to be avoided (Kuratko and Hodgetts 2001). On the other hand, people with a low level 

of self-efficacy avoid difficult tasks, tend to have low levels of aspiration and commitment to their 

goals and give up easily (Kirby 2003).  

Due to the vital role of self-efficacy, much empirical work has been done to investigate the effect of 

self-efficacy on business performance (Baum and Locke 2004). For instance, a meta-analysis carried 

out by Judge and Bone (2001) demonstrated a robust, positive link between self-efficacy and work 

related performance, proving that self-efficacy is an entrepreneurial feature that might predict 

performance. Accordingly, Forbes (2005a) suggested that entrepreneurs who are confident in their 

abilities tend to lead their firms towards the development of comprehensive strategic plans, whereas 

entrepreneurs with less confidence in their abilities tend to make fewer efforts to do so. In further 

support of his findings Forbes (2005b) used the scale to measure the link between self-efficacy and 

venture performance and his findings confirm the positive relationship between them. Likewise, 

Anna et al. (2000), Baum, Locke and Smith (2001) and Baum and Locke (2004) identified a positive 

relationship between the self-efficacy of entrepreneurs and the growth of firms.  

The importance of self-efficacy for firm growth is not without criticism. For instance, Vancouver, 

Thompson and Williams (2001) revealed a negative relationship between self-efficacy and firm 

performance, suggesting that a positive relationship between the two may be derived primarily from 

the influence of performance on self-efficacy rather than the influence of self-efficacy on 

performance. Thus, it means that good performance may generate increased self-efficacy. Other 

studies have also reported a negative relationship between self-efficacy and performance, thereby 

suggesting that high levels of self-efficacy do not always improve the performance of the firm 

(Poon, Ainuddin, and Junit 2006). In some situations, self-efficacy may, in fact, result in negative 

effects (Hmieleski and Baron 2008). In response to these findings, Bandura and Locke (2003) 

suggest that even though self-efficacy may somehow reduce performance, it generally tends to 

promote the establishment of high goals, which can in turn lead to increased performance. 

Nevertheless, the advantages override the disadvantages, thus suggesting that high levels of self-

efficacy do improve the level of firm performance. 
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3.2.3 Cognitive characteristics  

Given the limitations of the personality trait approach, entrepreneurship research has turned to 

cognitive theories, which focus on understanding how entrepreneurs think and behave, and why 

they do some of the things they do (Delmar 2000). Two common groups of cognitive models that 

are frequently mentioned are attitude and achievement. The former is about how attitude to 

entrepreneurship shapes behaviour, and the latter is concerned with motivation in an achievement 

context. Based on these models, we chose to study four cognitive characteristics. These include 

entrepreneurial alertness, attitude towards entrepreneurship, cognitive styles and entrepreneurial 

motivation. 

3.2.3.1  Entrepreneurial Alertness 

Entrepreneurial alertness is a concept which was introduced by Israel Kirzner in 1973. Kirzner 

defined the term alertness in two ways: first as an ability to notice without search opportunities that 

have hitherto been overlooked, and secondly as a motivated propensity of man to formulate an 

image of the future (Kirzner 1979; Kirzner 2009). Based on these concepts, Kirzner asserts that the 

difference between alert and non-alert individuals lies in the different decisions they make about 

their current circumstances (Kirzner 2009).  In this respect, the author saw alert individuals as 

having an antenna that permits recognition of gaps with limited traces or clues (Kirzner 2009). 

Building on Kirzner‟s concept, Kaish and Gilad (1991) regarded alert individuals as having a unique 

preparedness via consistently scanning the environment and having a readiness to discover 

opportunities. In addition, persons who possess such an approach show a tendency to search for 

and notice change and market disequilibria as well as respond to information that directs the 

opportunity identification process. In fact, these people are quick in terms of adapting mental 

frameworks and recognising the changing environmental signals (Gaglio and Katz 2001). Since they 

are quick to adapt frameworks, these people are more likely than people with low alertness to think 

outside the box (Baron 2007).   

Researchers have attempted to increase their understanding of the role of alertness in venture 

activities. For example, Tang (2008) examined the effects of alertness on entrepreneurs' commitment 

to their new ventures. The author found that highly alert individuals showed greater commitment to 

their firm than less alert individuals. Furthermore, Hsieh, Kelley and Liu (2009) examined the role of 

alertness in the opportunity recognition process. Their findings confirm a positive relationship 
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between opportunity recognition and alertness, suggesting that alertness may provide valuable 

conceptual tools for understanding the process of opportunity recognition and venture 

performance.  

Given the importance of alertness in opportunity recognition, linking alertness to firm growth seems 

highly valuable. This argument also corresponds to Ardichvili, Cardozo and Ray (2003) who asserted 

that successful entrepreneurs are more likely to have an approach that assists them in recognising 

opportunities, which will lead to profits in the future. Thus, it seems clear that alertness poses a 

useful dimension for understanding various aspects of entrepreneurship. However, a limited number 

of empirical studies exist in this area (Tang 2008).  

3.2.3.2  Entrepreneurial attitude 

Attitude is one of the major concepts in motivation theories, which are considered to be an 

important determinant of behaviour (Kuratko and Hodgetts 2001). Attitude can be defined as the 

predisposition to respond in a generally favourable or unfavourable manner with respect to the 

objective of the attitude (Azjen 1991). Along with this definition, it is suggested that attitudes have a 

strong impact on behaviour, thus it is worth taking a more detailed look (Robinson et al. 1991; Kirby 

2003).  

In the field of entrepreneurship, attitude has received much attention, and scholars see attitude as 

being much less stable over time than personality (Robinson et al. 1991). As such, attitude can be 

used to study entrepreneurship better than personality. For instance, attitude can be used to 

understand why individuals start a business, and why some individuals are more successful in their 

businesses than others (Kirby 2003). Based on this proposition, a number of researchers have 

sought to understand people‟s attitudes towards entrepreneurship (Wiklund and Shepherd 2003; 

Torimiro and Onco-Adetayo 2005; Kolvereid and Isaksen 2006; Caliendo, Fossen, and Kritikos 

2009). This research suggests that attitude is an important determinant of an individual‟s success in 

entrepreneurship, because a positive attitude towards entrepreneurship increases entrepreneurial 

activity and aspiration, which in turn positively affect the performance of the firm (Kirby 2003). For 

example, Turan and Kara (2007) revealed that Turkish entrepreneurs have positive attitudes and a 

strong determination with regard to entrepreneurial activities. In line with these findings, a study by 

Nybakk and Hansen (2008) revealed that entrepreneurs who exhibit a stronger entrepreneurial 

attitude appear to be more likely to change the way they organise their enterprise and tend to have 
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higher income growth. Subsequently, studies of growth have also found support for attitude having 

a positive effect on the growth of SMEs (e.g., Miner et al. 1994; Kolvereid and Bullvag 1996; 

Wiklund and Shepherd 2003).  

3.2.3.3  Cognitive style 

The term style usually refers to an habitual pattern or preferred way of doing things, whereas 

cognition refers to the activities of thinking, knowing and processing information (Grigorenko and 

Sternberg 1997). Building on these two concepts, many definitions and concepts regarding cognitive 

style are available to date. Witkin et al. (1977) defined a cognitive style as the way a person perceives, 

thinks, learns, solves problems, and relates to others. Later, Tennant (1988) came to define a 

cognitive style as an individual‟s characteristic and consistent approach to organising and processing 

information. Hunt et al. (1989) referred to cognitive style as the way individuals processes and 

organise information and arrive at judgments or conclusions based on their observations. Riding and 

Cheema (1991) define cognitive style as a person‟s typical or habitual mode of thinking, problem 

solving, perceiving and remembering. From these definitions, it can be argued that the basic 

definition of cognitive style is relatively consistent throughout the literature. This argument is 

justified by Cools and Van den Broeck (2007), who reviewed certain definitions of cognitive styles 

and found that all cognitive style definitions loosely imply how individuals process and organise 

information and arrive at judgments or conclusions based on their observations. Therefore, in line 

with the above observation, cognitive style in this study refers to the way in which entrepreneurs 

process and organise information and arrive at judgments or conclusions based on their 

observations.  

Apart from the existence of various definitions, within the cognitive style literature there are two 

conflicting theoretical arguments (Sadler-Smith et al. 2003). The conflict between these two 

arguments revolves around unidimensional cognitive models (i.e., bipolar models that distinguish 

between two cognitive styles situated on a continuum) and multi-dimensional cognitive models (i.e., 

cognitive styles that distinguish different bipolar dimensions) (Cools and van den Broeck 2007). In 

fact, some scholars believe that cognitive style is a unidmensional construct in itself (Hayes and 

Allinson 1994). These scholars have, therefore, analysed cognitive style by mainly focusing on the 

distinction between adaptors and innovators (Kirton 1976), and between intuitive and analytical 

styles (Hayes and Allinson 1994). An alternative approach conceptualises the cognitive style as a 
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complex phenomenon that can be measured by a variety of multi-dimensional instruments. This 

approach has received much attention, both theoretically as well as empirically, and as a result, 

various multi-dimensional instruments in connection with the assessment of cognitive style have 

been developed. Much of these works conceded that cognitive style is a complex variable with 

multiple dimensions. For example, Leonard, Scholl and Kowalski (1999) empirically investigated the 

interrelationships between different cognitive styles. Their findings suggest that cognitive style is a 

complex variable with multiple dimensions. These finding were later reported by Cools and Van den 

Broeck (2007), who developed a multi-dimensional instrument to be used by professionals and 

management groups. Reliability Analysis and Factor Analysis confirm the internal consistency and 

homogeneity of three cognitive styles: knowing, planning and creating. Cools and Van Den Broeck 

(2007) found differences between managers with a knowing style, a planning style and a creating 

style respectively. Indeed, people with a knowing style search for facts and details whereas people 

with a planning style like to organise and control and prefer a well-structured work environment. 

People with a creating style tend to be creative and like experimentation. They also found that these 

differences were clear for both decision-making as well as interpersonal relationships.  

Cognitive style has become an increasingly important aspect in organisational research. Due to this 

recognition, a great deal of research has been carried out in this area, and most of the researchers 

acknowledge the relevance of cognitive style in daily activities (Roodenburg 2003; Kozhevnikov 

2007; Armstrong and Hird 2009). For example, Hayes and Allinson (1994) discuss the importance of 

cognitive style in terms of how it affects the way people scan their environment for information, 

how they organise and interpret this information and how they integrate their interpretations into 

the subjective theories and mental models that guide their actions. The scholars also propose that 

cognitive style can be used in organisations in the context of recruitment, task and learning 

performance, internal communication, career guidance, training and development. These 

observations are supported by Volkema and Gorman (1998) who argue that identifying and 

understanding each employee‟s cognitive style can allow managers to enhance individual and team 

performance and productivity.  

Likewise, in the field of entrepreneurship, researchers postulate that the role of cognitive style has 

the potential to make a significant contribution (Cools, van den Broeck and Bouckenooghe 2009). It 

is believed that cognitive style influences learning, knowledge gathering, information processing and 
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decision-making (Cools and Van den Broeck 2008b). Furthermore, it is perceived that cognitive 

styles are an alternative way of differentiating entrepreneurs from non-entrepreneurs (Allinson, 

Chell, and Hayes 2000). To test this argument, Allinson, Chell, and Hayes (2000) and Kickul and 

Krueger (2004) distinguished between entrepreneurs and non-entrepreneurs using cognitive style as 

the distinguishing factor. In support of the argument, both studies found that entrepreneurs were 

more intuitive than the general population of managers. As a result of this recognition, different 

researchers have shown interest in understanding the link between cognitive style and various 

aspects such as ability, personality, entrepreneurial orientation, effects, and managerial competence 

(Cools, van den Broeck and Bouckenooghe 2009).  In a recent study on the link between cognitive 

styles and managerial behaviour, Cools and Van den Broeck (2008a) found that cognitive style 

differences lead to various ways of decision-making.  

Given the promise of the cognitive approach as a field of study, linking cognitive styles to firm 

growth seems highly valuable. For example, Allinson, Chell and Hayes (2000) and Hough and 

Ogilvie (2005) suggest that different cognitive styles among individuals can explain variations in 

information-processing, decision-making and outcomes (e.g., business outcomes). Empirically, few 

studies are available regarding the relationship between cognitive styles and business growth. Among 

the studies which link cognitive styles and performance, the one by Allinson, Chell and Hayes (2000) 

reveals that entrepreneurs of successful firms are more intuitive in their cognitive styles than the 

general population. Similarly, Sadler-Smith (2004) found a positive relationship between intuitive 

decision style and subsequent financial performance. In addition, Armstrong and Hird (2009) 

investigated whether or not cognitive style is an important factor in identifying individuals with the 

potential to become successful entrepreneurs. Their findings indicate that successful entrepreneurs 

exhibited higher levels of creating style than non-successful entrepreneurs. 

3.2.3.4 Entrepreneurial motivation 

The psychological construct of motivation has an important role to play in entrepreneurship 

research (Delmar and Wiklund 2008). This construct is concerned with the factors which motivate 

individuals to start and sustain business activities. Accordingly, the literature regarding this 

phenomenon confirms that the motivation to start businesses is the result of different factors, which 

are generally divided into „pull‟ factors and „push‟ factors. Pull factors are those which attract people 

to start business activities while push factors are those which compel individuals to opt for self-
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employment. A review of this literature found that pull factors include the desire for independence, 

financial improvement, higher social status, and greater personal control (Brockhaus and Howrwitz 

1986; Storey 1994; Watson, Hogarth Scott and Wilson 1998; Mitchell 2004; Cassar 2007; Khanka 

2009). On the other hand, push motives include an inability to find paid work, underpayment, 

redundancy, job dissatisfaction, and necessity (Davidsson 1989; Storey 1994; Nchimbi 2002). 

However, it is important to note that push factors and pull factors may work together to motivate 

individuals to start a business. For instance, a study done by Caliendo and Kritikos (2010) found that 

formerly unemployed founders were motivated by both push and pull factors at the same time. 

Much research has been conducted to examine the motivation for someone starting their own 

business in the Western world. For example, Hisrich and Brush (1986) used a survey study to 

examine the factors that motivate entrepreneurs to start their own business. They found that need 

for achievement, opportunity seeking and anticipated job satisfaction were the top three reasons 

which motivated nascent entrepreneurs to become self-employed. Similarly, Dubini (1989) examined 

the underlying factors for starting business activities. The results showed that the need for 

recognition, money, work-flexibility, role models and a sense of individual achievement were the 

most important motivating factors. Vijaya and Kamalanabhan (1998) reviewed, in detail, the 

literature related to entrepreneurs‟ motives and found out that need for innovation, desire for 

independence and the desire to do the work they wanted to do were the main factors that motivated 

individuals to become self-employed. In this regard, Veciana (2007) also found desire for 

independence, need for achievement and being marginalised to be dominant motivators. Recently, 

Kirkwood (2009) reviewed the literature on motivation and found that a desire for independence is 

the number one motivating factor turning people into entrepreneurs. From these results, it is 

obvious that most of the entrepreneurs in Western countries are motivated by pull factors. 

Accordingly, surveys conducted among entrepreneurs in African countries also provided interesting 

results. For example, in his study of South African entrepreneurs, Mitchell (2004) found that a desire 

for independence, money and a need for achievement were the major reasons motivating 

entrepreneurs to start their own businesses. In Nigeria, a study done by Akande (1993) found a 

desire to earn more money was the most important motivation for entrepreneurs to start business 

activities. In Uganda, a desire for money was also the most important factor for starting business 

activities (Bewayo 1995). In a study of West African entrepreneurs, Roy and Wheeler (2006) found 
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that the desire to satisfy basic needs such as food and shelter were the major motivators for one to 

become an entrepreneur. Similarly, Chu, Benzing and McGee (2007) found that Ghanaian and 

Kenyan entrepreneurs were strongly motivated by a desire to increase their income and provide 

themselves with employment. Nchimbi (2002) examined the factors which motivate Tanzanian 

female entrepreneurs to start their own businesses.  She found out that the desire for and search for 

family security were among the major reasons that motivated them to start a business.  

From this brief review, we find that to some extent the motivation to start businesses varies across 

countries. For example, it has been argued that most entrepreneurs in developing countries are 

motivated by income needs, whereas most entrepreneurs from developed countries are motivated by 

higher order needs such as self-realisation and self-esteem (Benzing, Chu, and Kara 2009).  

Based on the underlying logic that different factors can motivate different people to start businesses, 

other research projects extended the idea and tried to understand the effect of motives on growth 

aspiration and actual business outcomes. A number of sources have been studied in this regard. For 

example, Kolvereid (1992) investigated the relationship between entrepreneurs‟ start-up motives, 

characteristics of the firm and growth aspirations among entrepreneurs. The author‟s findings reveal 

that need for achievement is strongly associated with revenues and employment growth, while desire 

for comfort and safety were strongly associated with revenue growth aspirations. Likewise, Wiklund, 

Davidsson and Delmar (2003) examined the relationship between growth ambitions and expected 

consequences, and found that personal income, a desire for independence and the wish to have 

more control of their time were strongly associated with growth willingness. The author concluded 

that non-economic concerns (such as employees‟ well-being) are more important in explaining the 

growth ambitions of an entrepreneur. However, Cassar (2007) found economic concerns such as 

financial success to be positively associated with growth intentions. Hessels, Van Gelderen and 

Thurik (2008) investigated the role of start-up motives and social security. Their findings suggest 

that an increase of wealth as a pull motive was positively associated with job growth and export 

aspiration.  

It can be noted that a number of previous studies have associated start-up motives with business 

growth, and many of these studies suggest that pull factors are more important than push factors in 

explaining business growth (Storey 1994; Basu and Goswami 1999; Littunen and Virtanen 2006). 

The main reason for this observation is that individuals who are positively attracted to start 
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businesses usually have a greater level of consideration, planning and intention in relation to building 

up their businesses. On the other hand, people who enter businesses motivated by push factors 

usually have low aspirations for business growth. Most of these individuals are less well equipped to 

manage or less keen on their businesses and these factors make them perform poorly (Basu and 

Goswami 1999).  

In their study, Kuratko, Hornsby and Naffziger (1997) found that extrinsic and intrinsic rewards, 

desire for independence and family security were the factors motivating entrepreneurs to start and 

sustain their business development.  Cassar (2007) utilised a panel-study of entrepreneurial dynamics 

to investigate the relationship between the entrepreneur‟s career reasons and firm growth. The 

overall results suggest that the entrepreneur‟s career reasons, which are associated with growth 

intentions and preferences, are also associated with the achieved growth of their ventures. However, 

in contrast, Birley and Westhead (1994) found career reasons for starting the ventures to have a 

minimal influence on the subsequent size and growth of the new ventures. Burke, Fitzroy and Nolan 

(2002) found that a desire to be one‟s own boss has a positive effect on the performance of male 

entrepreneurs, and a negative effect on the performance of female entrepreneurs. 

In summary, different factors motivate individuals to start business activities. Accordingly, 

entrepreneurial motivation may differ from one country to another, depending on the level of 

development. Additionally, while these studies sort out entrepreneurs‟ motivations in terms of start-

up factors, little explanatory research has been undertaken to examine whether those start up factors 

are sustainable and thus become the overall goal of the entrepreneur. Therefore, in this study it is 

also the intention to investigate whether startup motives are sustained over time.  

3.2.4 Mediating role of the cognitive characteristics 

In the literature, it is suggested that personality traits alone are not sufficient for explaining the 

growth of SMEs. Indeed, those with requisite personality traits must take certain actions to be 

successful. However, possessing the relevant personality traits makes it more likely that such actions 

will be taken (Frese et al. 2007). Similarly, it is suggested that personality traits influence the type of 

firm that will be created and the way the firm will be managed. For example, it has been 

demonstrated that entrepreneurs who have a high sense of self-efficacy will be more likely to engage 

in entrepreneurial activities, such as taking on the challenge of introducing new products, which, in 

turn, leads to the growth of SMEs (Poon, Ainuddin and Junit 2006). Similarly, Andersson and Tell 
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(2009) assert that personality traits can enhance firm growth if the entrepreneur has the intention to 

grow.  Responding to this idea, Baum, Locke and Smith (2001) constructed a multi-dimensional 

model aimed at explaining the direct and indirect effects on venture growth. In their model, five 

research domains were used to explain venture growth: personality traits and motives, personal 

competences, situational specific motivations, competitive strategies and business environment. The 

findings revealed that specific competencies, situational specific motivations and competitive 

strategies had direct effects on venture growth while personality traits, general competences and the 

environment had significant indirect effects on venture growth. They further suggest that personality 

traits affect venture growth through competences, motivations and strategy. In a similar study, Baum 

and Locke (2004) found that the entrepreneur‟s personality traits affect venture growth through 

goals, communicated vision, and perceived self-efficacy. Given the indirect effects observed, 

scholars have suggested that future research should consider the indirect effects of personality traits 

in explaining business outcomes (Shane and Khurana 2003; Rauch and Frese 2007b). 

3.2.5 Measuring firm growth 

Various indicators, both qualitative and quantitative, can be used to measure the growth of SMEs. In 

relation to the quantitative perceptive (change in amount), firm growth can be measured by several 

attributes such as: sales, employment, assets, profit, market share, and productivity. Among these 

measures, sales, employment and assets are the most frequently used. Shepherd and Wiklund (2009) 

reviewed studies on firm growth and found sales to be the most popular indicator, followed by 

employment. Sales growth was considered important because entrepreneurs themselves frequently 

use this indicator when making business decisions (Barkham et al. 1996). Similarly, employment 

growth is deemed relevant because entrepreneurs are often willing to disclose this type of 

information, and it is easier for them to recall.  Likewise, a variation in assets is also considered to be 

a good growth indicator for capital-intensive firms, such as those in manufacturing (Jansen 2009).  

Therefore, by taking all this into consideration, firm growth in this study is defined as change in the 

number of sales, change in the value of assets and change in the number of employees.  
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Chapter 4. Hypotheses 

4.1 Introduction 

Several hypotheses related to the link between entrepreneurs‟ characteristics and the growth of 

SMEs are presented in this chapter. The chapter starts with hypotheses relating to demographic 

characteristics; this is then followed by hypotheses on personality traits. The hypotheses on 

cognitive characteristics will then be presented, before presenting hypotheses regarding the indirect 

effects of personality traits in terms of explaining the growth of SMEs.  

4.2 Development of hypotheses 

While we acknowledge both the influence of internal and external factors on the growth of SMEs, 

this study focuses only on the factors relating directly to the entrepreneur. We combine perspectives 

from entrepreneurship and human capital theories to examine the influence of the characteristics of 

the entrepreneur on the growth of SMEs in Tanzania. This study is premised on the argument 

developed by several entrepreneurship scholars (e.g., Davidsson 1989; Hall 1995; Frese 2000; Shane 

2007), which holds that a large portion of difference in performance among firms remains 

unexplained by external factors. Thus, this leads to the possibility that a large portion of this 

difference can be explained by individual differences among the entrepreneurs (Hall 1995; Rauch 

and Frese 2007b; Shane 2007). Therefore, this study hypothesises that there is a significant 

relationship between the individual characteristics of entrepreneurs and the growth of SMEs. 

Following the theoretical perspectives and the previous empirical findings, we hypothesise that 

characteristics of the entrepreneur are positively related to the growth of SMEs in Tanzania. This 

general statement is translated into hypotheses that deal with demographic characteristics, 

personality traits and cognitive characteristics.   

4.2.1 Demographic characteristics 

The theory of human capital provides support for the view that demographic characteristics such as 

age, education, experience, and family background influence the growth of SMEs. In fact, a number 

of studies suggest a significant relationship between these variables. Consistent with these findings, 

the following hypotheses regarding the relationship between demographic characteristics and the 

growth of SMEs are articulated.  
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4.2.1.1 Age 

The literature surveyed revealed conflicting results with regard to the relationship between the age of 

entrepreneurs and the growth of SMEs. While in some studies a positive relationship between age 

and performance was confirmed, others concluded that there is a negative relationship between the 

two. Furthermore, a number of studies put forward arguments for an inverted, U-shaped 

relationship between the age of entrepreneurs and the growth of SMEs. Van Praag (2003), for 

example, suggests an inverted U-shaped relationship between the age of the entrepreneur and the 

growth of SMEs. This is because ageing incorporates the positive effect of experience with the 

negative effects of increasing opportunity costs and uncertainty, both of which also increase with 

age. Therefore, ageing increases the likelihood that people will exploit successful opportunities. 

However, when people become older the effect of ageing on business growth turns negative. Based 

on this observation, it was hypothesised that: 

H1.1: The age of entrepreneurs has an inverted U-shaped relationship with the growth of SMEs 

4.2.1.2  Education 

The effect of education has been widely studied with mixed results. Despite the inconclusive results, 

it is readily perceived that the educational level of entrepreneurs is an important factor for SMEs 

growth. This notion mainly emerged from the literature on human capital, which indicates that 

higher education increases the ability of entrepreneurs to cope with problems and seize the 

opportunities that are important to the growth of SMEs (Cooper et al. 1992; Storey 1994; 

Rutashobya 1995; Trulsson 2000; Mead and Liedholm 1998; Wiklund and Shepherd 2003a). Based 

on these observations, it is hypothesised that:  

H 1.2: Education of entrepreneurs positively influences the growth of SMEs  

Furthermore, it seems fair to suggest that the formal education the respondents have successfully 

completed alone cannot be the satisfactory measure for the entrepreneur‟s education. Rather, it can 

be argued that the entrepreneur‟s educational background can include several types and means of 

education. Thus, besides formal education, in this study the educational background of the 

entrepreneur was also measured in terms of workshops attended and specialised vocational 

education. In fact, we expect most of the entrepreneurs in the furniture sector in Tanzania to have 

vocational carpentry education. Therefore, with regard to the entrepreneur‟s education we postulate 

the following: 
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H1.2.1: Formal education of entrepreneurs positively influences the growth of SMEs 

H1.2.2: Vocational carpentry education enjoyed by entrepreneurs positively influences the growth of SMEs 

H1.2.3:  Workshops attended by entrepreneurs positively influence the growth of SME 

4.2.1.3  Experience 

The literature surveyed suggests previous experience to be among the key factors that influence the 

performance of SMEs (Storey 1994; Kolvereid 1996; Liedholm 2002; Barringer, Jones and Neubaum 

2005; Littunen and Virtanen 2006). A reason for this is that entrepreneurs acquire skills, abilities, and 

knowledge that can be leveraged into subsequent firms (Storey 1994; Shane and Khurana 2003). As 

a result, people with previous experience will be more likely to be successful in their business than 

those with no prior experience. Based on these findings, we generally hypothesise that:   

H1.3: Previous experience of entrepreneurs positively influences the growth of SMEs 

Furthermore, it seems fair to suggest that the previous experience of the entrepreneur alone cannot 

be the satisfactory measure. Rather, it can be argued that entrepreneurs‟ experience can include 

various types of experience. To date, the literature has suggested three types of experience that are 

associated with the growth of SMEs: entrepreneurial experience, management experience and 

industrial experience. Therefore, it is hypothesised that:  

H1.3.1: Entrepreneurial experience of entrepreneurs positively influences the growth of SMEs 

H1.3.2: Management experience of entrepreneurs positively influences the growth of SMEs 

H1.3.3: Industrial experience of entrepreneurs positively influences the growth of SMEs 

4.2.1.4  Family background 

Following the review of the literature on family background, it is clear that the children of 

entrepreneurs should be more likely to form successful businesses than other people (Duchesneau 

and Gartner 1990; Cooper et al. 1992; Papadaki and Chami 2002).  It is assumed that having at least 

one self-employed parent not only helps to develop the human capital of the child but also modifies 

expectations about what business ownership entails. Therefore, in this study we aimed to test 

whether coming from an entrepreneurial family has any significant influence on SMEs growth, by 

hypothesising that: 

H1.4: Coming from an entrepreneurial family positively influences the growth of SMEs 
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4.2.2 Personality traits 

The relationship between personality traits and the growth of SMEs is addressed controversially in 

entrepreneurship research. While some research has concluded that there is a positive relationship 

between personality traits and business growth (Begley and Boyd 1987b; Davidsson 1989; Littunen 

and Virtanen 2006; Rauch et al. 2009), other scholars (such as Brockhaus 1982; Nair and Pandey 

2006) have concluded there is no such relationship. Recently, some scholars have defended the 

usefulness of studying the link between personality traits and success (Collins, Hanges and Locke 

2004; Rauch and Frese 2007b). They emphasise that the personality traits matched to 

entrepreneurship correlate with entrepreneurial behaviour. Examples of these traits are need for 

achievement, locus of control, risk-taking propensity, innovativeness, self -efficacy and tolerance for 

ambiguity. Consistent with these findings, the following hypotheses regarding the relationship 

between personality traits and the growth of SMEs are articulated.  

4.2.2.1  Need for achievement 

The desire to grow or to achieve a certain goal is an important factor that may influence business 

growth. It is clear from the literature that individuals with a high need to achieve often find their way 

to entrepreneurship and perform better than others (Perry, Meredith and Cunnington 1988; 

Davidsson 1989; Lee and Tsang 2001; Collins, Hanges and Locke 2004; Rauch and Frese 2007b). 

Therefore, it is reasonable to hypothesise that:   

H2.1: Need for achievement of entrepreneurs positively influences the growth of SMEs 

4.2.2.2  Locus of control 

Empirical findings with regard to the locus of control and the growth of SMEs have reported 

conflicting results. Thus, Brockhaus (1982) and Perry, Meredith and Cunnington (1988) came to the 

conclusion that there is no relationship between growth and locus of control. On the other hand, 

Miller and Toulouse (1986), Timmons (1990) and Lee and Tsang (2001) observed a positive 

relationship between these variables. In this study, we believe that individuals with a high internal 

locus of control feel that they are able to control outcomes; as such they put more effort into their 

intended outcomes, which, in turn, helps to manage their business successfully. On the contrary, 

individuals with a high external locus of control will show themselves to be more passive, in that 

they consider events beyond their control. For this reason, it is hypothesised that:-  
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H2.2: Internal locus of control of entrepreneurs positively influences the growth of SMEs 

4.2.2.3  Risk-taking propensity 

Empirical evidence regarding the relationship between risk-taking propensity and the growth of 

SMEs is yet to be confirmed. This is shown by the conflicting and meagre findings about the 

relationship between risk-taking propensity and growth of SMEs, as discussed earlier. Nevertheless, 

a recent meta-analysis confirms the positive effect of risk-taking propensity on business success 

(Rauch and Frese 2007b). Therefore, in this study we thought it reasonable to hypothesise that: 

H2.3: Risk-taking propensity of entrepreneurs positively influences the growth of SMEs 

4.2.2.4  Innovativeness 

From the literature surveyed, innovativeness has been argued to be the component of human 

personality which helps entrepreneurs foster innovations in their firm. Subsequently, innovativeness 

has often been shown to have a positive effect on SMEs‟ growth (Wynarczyk and Thwaites 1997; 

Cromie 2000; Kimeme 2005; Krauss et al. 2005). In fact, innovativeness can be used to separate 

successful firms from unsuccessful firms (Carland et al. 1984; ; North and Smallbone 2000; 

Tajeddini 2008). This implies that those entrepreneurs who possess high levels of innovativeness 

achieve a higher level of performance for their firms than those with low levels of innovativeness. 

Based on this observation, it is reasonable to hypothesise that:-  

H2.4: Innovativeness of entrepreneurs positively influences the growth of SMEs 

4.2.2.5  Tolerance for ambiguity 

From the literature, the relationship between tolerance for ambiguity and SMEs growth is well 

supported. A number of arguments suggest a positive relationship between tolerance for ambiguity 

and the growth of SMEs (Schere 1982; Gupta and Govindarajan 1984; Teoh and Foo 1997; Chell 

2008). To date, studies have found that entrepreneurs with a greater tolerance for ambiguity have a 

tendency to feel less stressed and pressured by an ambiguous and complex situation and cope better 

with organisational change. Considering the fact that the future is unknown, it is reasonable to 

assume that entrepreneurs will often have to face complex and ambiguous situations. As a high 

tolerance for ambiguity is deemed important, it was thus postulated that: 

H2.5: Tolerance for ambiguity of entrepreneurs positively influences the growth of SMEs 
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4.2.2.6  Self-efficacy 

Within entrepreneurship literature, there has been a great deal of research designed to investigate the 

effects of self-efficacy. Furthermore, many studies have demonstrated the link between self-efficacy 

and general performance (Hmieleski and Baron 2008; Judge et al. 2007). For instance, a meta-

analysis carried out by Judge and Bono (2001) demonstrated a robust positive link between self-

efficacy and work-related performance, proving that self-efficacy is an entrepreneurial feature that 

might predict performance. Based on these findings and given the pervasive positive effects of self-

efficacy on general performance it is proposed that: 

H2.6: Self-efficacy of entrepreneurs positively influences the growth of SMEs 

4.2.3 Cognitive characteristics 

Given the promise of the cognitive approach as a field of study, linking cognitive characteristics to 

firm growth seems highly valuable. Indeed, it has been suggested that cognitive characteristics are 

able to explain, much more effectively than personality traits, why individuals start a business and 

why some individuals are more successful in their business than others. In the literature, a number 

of studies suggest a positive relationship between cognitive characteristics and the growth of SMEs. 

Based on these suggestions, the following hypotheses regarding the relationship between cognitive 

characteristics and the growth of SMEs are hypothesised.  

4.2.3.1  Entrepreneurial alertness 

The literature with respect to entrepreneurial alertness indicates that high alertness improves an 

entrepreneur's ability to see opportunities where others are unable to see and successfully exploit 

these opportunities (Gaglio and Katz 2001; Kirzner 2009). Indeed, most of the findings regarding 

this phenomenon suggest that a highly alert individual is more likely to establish a business that will 

be more successful than that of a less alert individual. Based on these findings it was hypothesised 

that: 

H3.1: Alertness of entrepreneurs positively influences the growth of SMEs  

4.2.3.2  Entrepreneurial attitude 

It is clear from the literature that the attitude towards entrepreneurship holds promise as a predictor 

of behaviour (Chell, Haworth and Brearley 1991; Kirby 2003). Similarly, entrepreneurship research 

indicates that a positive attitude towards entrepreneurship influences the strategies and performance 
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of businesses. In fact, those entrepreneurs who possess a high-level positive attitude towards 

entrepreneurship achieve a higher level of performance for their firms than those with a less positive 

attitude (Kirby 2003).  Based on these findings, it is hypothesised that: 

H3.2: Attitude towards entrepreneurship positively influences the growth of SMEs 

4.2.3.3  Cognitive styles 

There is a consensus among researchers that cognitive styles are important determinants of 

individual behaviour and decision making (Brigham, Shepherd and De Castro 2007). In fact, the 

cognitive style influences how people prefer to look at their environment for information, how they 

organise and interpret this information, and how they use these interpretations for guiding their 

actions. To date, a large variety of cognitive style dimensions exists. However, much of this research 

has been done within an educational setting, leading to a limited number of reliable instruments for 

use in organisation research (Allinson and Hayes 1996). Recently, Allinson and Van den Broeck 

(2007) reported a valid and reliable cognitive style instrument (the Cognitive Style Indicator, CoSI), 

for use in organisations. Factor Analysis confirms the existence of three factors namely knowing 

style, planning style and creating style. They further suggest that higher levels of planning and 

knowing styles hamper the development of entrepreneurship.  In other words, it means that people 

with these styles see more risks in entrepreneurship and experience higher levels of uncertainty, 

which limits their enthusiasm to become successful entrepreneurs. On the other hand, higher levels 

of the creating style foster entrepreneurship. To date, few studies have linked these cognitive styles 

and the growth of SMEs. In fact, those studies suggest that the „creating style‟ is a good predictor of 

individual performance and business outcomes (Judge et al. 2007; Armstrong and Hird 2009). On 

the basis of these findings, it is generally deduced that: 

H3.3: Cognitive styles influence the growth of SMEs 

Based on this hypothesis the following three sub-hypotheses are added: 

H3.3.1: A creating style of entrepreneurs positively influences the growth of SMEs 

H3.3.2: A knowing style of entrepreneurs negatively influences the growth of SMEs  

H3.3.3: A planning style of entrepreneurs negatively influences the growth of SMEs  

4.2.3.4  Entrepreneurial motivation 

It is clear from the literature that the type of motivation for establishing a business will influence 

business growth (Storey 1994; Basu and Goswami 1999; Littunen and Virtanen 2006). It is also clear 



60 

 

that the entrepreneur‟s start-up motives often become the goal of the firm (Kuratko, Hornsby and 

Naffziger 1997). Therefore, it is obvious that entrepreneurs will strive to achieve what motivated 

them to start the business in the first place. For that reason, it can be reasoned that both motives 

related to starting one‟s own firm and motives related to the continuation of business activities are 

related to the growth of SMEs. On the basis of this it is hypothesised that: 

H3.4:  Entrepreneurial motivations influence the growth of SMEs 

Furthermore, the reasons for starting or continuing with business activities can be classified as either 

pull or push factors. Accordingly, it is suggested that pull factors are more important than push 

factors in explaining business growth. The main reason for this observation is that individuals who 

are positively attracted to start businesses usually put a great deal of consideration and planning into 

and fully intend to build up their businesses. On the other hand, people who enter businesses 

motivated by push factors usually have low aspirations for business growth. Therefore, the following 

hypotheses are added:  

H3.4.1: Pull factors related to starting one’s firm positively influence the growth of SMEs  

H3.4.2: Push factors related to starting one’s firm negatively influence the growth of SMEs 

H3.4.3: Pull factors related to continuing with business activities positively influence the growth of SMEs 

H3.4.4: Push factors related to continuing with business activities negatively influence the growth of SMEs  

 

4.2.4 Mediating role of the cognitive characteristics 

Most of the past research projects regarding characteristics of entrepreneurs and firm performance 

have only examined the direct effects between the two. However, it is noted that characteristics of 

entrepreneurs predict SMEs growth better when the web of complex relationships among them is 

included (Naffziger 1995; Baum, Locke and Smith 2001; Baum and Locke 2004; Unger et al. 2009b). 

Furthermore, an increasing number of studies have found that personality traits influence SMEs 

growth through other variables such as cognitive characteristics (Baum, Locke and Smith 2001; 

Baum and Locke 2004). Given the indirect effect observed, researchers have suggested that future 

research should consider the indirect effects of personality traits in explaining business outcomes 

(Shane and Khurana 2003; Rauch and Frese 2007b). It should be noted that the indirect effect will 

be tested in combination with the direct effect; however, for the latter no separate hypotheses will 

be formulated, as they have already been formulated in the previous sections. Based on this 

suggestion, we postulate the following: 
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H4.1: Personality traits of entrepreneurs are positively related to their cognitive characteristics 

H4.2: Personality traits have an indirect effect on the growth of SMEs through cognitive characteristics.  
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Chapter 5. Research setting 

5.1 Introduction  

This chapter is designed to provide useful background information about Tanzania, the country in 

which the field study was conducted. The chapter begins by providing a general overview of the 

geographical, economic and cultural features of Tanzania. This is followed by the description of the 

SME sector and its role in economic development in Tanzania. Next in the chapter is a brief 

explanation of the organisations which support the SME sector in Tanzania, followed by an 

overview of Tanzania‟s manufacturing industry. Thereafter, the chapter provides an overview of the 

furniture sector and its role in employment and income generation. Finally, the chapter provides a 

brief overview of the four regions involved in this study.  

5.2 Country 

The United Republic of Tanzania (URT) was formed in 1964 following the union of Tanganyika 

(mainland) and Zanzibar (island).  The country is located on the eastern side of the African 

continent, lying between longitudes 29 and 40 degrees east and latitudes 1 and 11 degrees south. It 

covers an area of approximately 954,000 square kilometres.  The country shares borders with eight 

countries, i.e., Kenya and Uganda to the north, Rwanda and Burundi to the west, Zambia, 

Mozambique and Malawi to the south and the Democratic Republic of Congo to the south -west. 

The country has 26 regions, 21 of which are in mainland Tanzania and 5 of which are on the island 

of Zanzibar. According to the 2002 census, Tanzania has a population of 34.6 million, of whom 16.9 

are male and 17.7 million are female (URT 2009). The population distribution shows that about 

77.0% of the total population lives in rural areas while only 23.0% lives in urban areas. Tanzania is 

blessed with various natural resources, which include minerals, three great lakes (Victoria, Nyasa, 

Tanganyika), wildlife and other tourist attractions, such as national parks (e.g. Serengeti, 

Ngorongoro, Manyara, Mikumi), mountains (e.g. Mt. Kilimanjaro, Mt. Meru, Uluguru and 

Udizungwa), and craters (e.g. Ngorongoro).  

5.2.1 Economy 

Tanzania is still regarded as a developing country, with 36% of its population living below the 

poverty line. There are many guides that can be used to define a developing country. According to 

the World Bank, the term developing country is used to describe a country that is poor and whose 

citizens are mostly agricultural workers but that wants to become more advanced socially and 
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economically (World Bank 2004). The Tanzanian economy largely depends on agriculture, and it is 

estimated that 74.0% of Tanzanian people are engaged in the agricultural sector. The sector is 

dominated by small farmers who live in rural areas. Accordingly, it is suggested that 75.0% of the 

export commodities comes from the agricultural sector. With regard to the Gross Domestic Product 

(GDP), Tanzania‟s economy has shown a stable GDP during the past few years. For example, the 

GDP growth rate for 2008 grew by 7.4% compared to 7.1% in 2007. However, the negative impacts 

associated with the global financial crisis led the GDP growth rate to drop to 6.6% in 2009 (URT 

2009). The growth rate was, nevertheless, maintained chiefly by the increase in agriculture, fisheries, 

and service activities.   

5.2.2  Culture 

In Tanzania, there are more than 120 different ethnic groups. Some of these encompass up to a few 

million people, whereas many others comprise fewer people (Olomi 2001). For example, Asians and 

Arabs constitute about 1% of the total population. In order to discourage ethnic sentiments, the 

government has instituted several measures, the most effective of which is the adoption and 

development of Kiswahili as the first official language and medium of instruction in primary schools. 

Additionally, since the 1990s, there has also been an increase in ethnic integration through inter-

ethnic marriages (Rutashobya and Olomi 1999). Despite these measures, ethnic groups continue to 

maintain distinct sub-cultures and group identities, meaning that there is significant cultural diversity 

in the country. Furthermore, the dominant religions are Christianity and Islam, each of which 

comprises about a third of the population, while atheists, Hindu and other small religious groups 

account for the remaining percentage of the population (Olomi 2009). The cultural norm in 

Tanzania involves conformist behaviour, whereby respect for seniority and authority is strictly 

observed (Olomi 2009). In fact, children are inculcated with a conformist ideal right from childhood 

and are constantly reminded that their success in almost anything can only be a product of this type 

of behaviour (Nchimbi 2002).  

Entrepreneurship culture is generally under-developed in Tanzania (Olomi 2001). This can largely be 

attributed to historical and political reasons associated with colonialism and socialism respectively. 

For example, during the colonial era there were deliberate efforts to restrict the participation of 

indigenous Africans in business activities (Maliyamkono and Bagachwa 1990). In fact, the 

participation of indigenous Africans in business was limited to ownership of very small enterprises, 
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such as tiny shops; Arabs were allowed to operate as retailers only, and Asians as wholesalers and 

retailers (Rugumamu and Mutagwaba 1999). Nevertheless, the business community of Asian origin 

is still the most active and successful in Tanzania (Rutashobya and Olomi 1999). With regard to 

indigenous people, it is the Chaga people from the Kilimanjaro region who are significantly over-

represented in the entrepreneurial arena across the country (Kristiansen et al. 2005).  

5.3  SMEs in Tanzania 

As briefly discussed in Chapter One, the SME sector is an outcome of structural adjustment policy 

rather than design. It is a product of the failure of African socialism, which led to the economic 

crisis of the 1970s and the early 1980s.  Within this political framework, the private business sector 

was actively discouraged in favour of public enterprises, which were government owned, community 

based, or cooperative owned ventures (Rugumamu and Mutagwaba 1999). Accordingly, the 

regulation was introduced to restrict civil servants and leaders of the ruling party from engaging in 

business activities. Since almost all educated people were members of the civil service at that time, it 

is obvious that business activities were left to people who had no education at all. Furthermore, this 

African socialism policy was based on a top-down approach to decision making and the government 

was the only organ which made all the decisions for its citizens, including matters such as who 

should go to which school or college, who should work and live where, and how much one should 

earn in terms of wages (Olomi 2009). The reliance on government discretion in decision-making has 

resulted in a culture of dependency on government among most Tanzanian people (Rugumamu and 

Mutagwaba 1999). In fact, this approach has contributed to the stifling of the development of 

entrepreneurial values such as the need for achievement, personal initiatives, creativity, willingness to 

take risks and related behaviours (Olomi 2009). The socialism approach recorded marked 

achievement in social development in the 1970s and early 1980s, particularly in primary education, 

health service delivery as well as in water supply and sanitation (Temu and Due 2000). However, the 

nationalisation of the private sector led to a poor economy marked by a number of macro-economic 

imbalances, and consequently, an economic crisis that lasted for over a decade (Kanaan 2000). This 

crisis also led to the erosion of purchasing power among salaried people (Olomi 2009). Thus, 

Tanzanian people were forced to establish small businesses to supplement their meagre incomes. 

Some of the people engaged themselves in dubious activities such as smuggling goods from 

neighbouring countries and selling them at premium prices in Tanzania. These kinds of businesses 



65 

 

were against the government‟s policies that considered such businesses as being in conflict with the 

country‟s ideology (Maliyamkono and Bagachwa 1990). 

Succumbing to pressure from the World Bank, the Tanzanian government changed its policy from a 

state-led economy to a market-driven economy. In fact, the final reform took place in 1991, leading 

to privatisation of most public enterprises (Rutashobya and Olomi 1999). The privatisation of state 

enterprises and the disengagement of the government from some activities resulted in the 

retrenchment of workers from the public sector and, as a result, most of these workers turned to 

micro enterprises for survival (Olomi 2009). In light of the above experience, the SME sector has 

recently become a very significant agenda in the Tanzanian economy. Indeed, it is well accepted that 

the SME sector has an important role to play in terms of income and employment generation.  

5.3.1 Definition of SMEs 

Like entrepreneurship, there is no single, uniformly accepted definition of SMEs (Storey 1994). 

Different countries define SMEs differently depending on their level of development. A study by 

USAID (1993) for example, found more than 50 different definitions. Although there are several 

definitions, a distinction can be made between quantitative and qualitative definitions. The former 

define SMEs based on quantitative characteristics, whereas the latter define SMEs based on  

qualitative characteristics. Within these two types, the quantitative definition is commonly used for 

defining SMEs, and often the definition is based on the number of employees, sales 

revenues/turnover, total assets and capital invested in machinery. The first three criteria are most 

widely used in defining SMEs. In support of this argument, USAID (1993) shows that the majority 

of countries use the number of employees or total assets to define SMEs. Accordingly, in the 

context of Tanzania, SME is a term used to refer to micro, small and medium-sized enterprises in 

non-farming activities, which include manufacturing, mining, commerce and services (URT 2003). 

Furthermore, the number of employees and capital invested in machinery are the two criteria used to 

define SMEs in Tanzania. Subsequently, a micro enterprise is defined as a firm with fewer than five 

employees, whereas a small firm is a firm with 5 to 49 employees and a medium-sized enterprise is a 

firm with 50 to 99 employees. Any firm with 100 employees or more is regarded as a large enterprise 

(see Table 5-1). In the case where an enterprise falls under more than one category, the level of 

investment would be the deciding factor. 
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Table 5-1: SMEs in Tanzania 

Category Number of 
employees 

Capital invested in machinery 
(Tshs) 

Micro enterprises 1-4 Up to 5 million  
Small enterprises 5-49 5-200 million  
Medium-sized 
enterprises 

50-99 200-800 million  

Large enterprises 100 and more Above 800 million  
Source: (URT 2003) 

5.3.2 Current status of SMEs in Tanzania 

Despite the importance of the SME sector in economic development, it is difficult to get recent and 

reliable data regarding the current status of the sector in Tanzania. Even the total number of SMEs 

is unknown. Due to this limitation, most SME reports rely on data from the National Informal 

Sector Survey (NISS), conducted by Bagachwa, Harris and Tinios in 1991 (Bagachwa, Harris and 

Tinios 1993). The NISS 1991 survey reported a total of 1,801,543 SMEs, employing 2,369,380 

people. Accordingly, about 75% of the people employed in the sector are sole proprietors. 

Subsequently, according to the NISS 1991 report, the SME sector has the following main 

characteristics. 

 SMEs are found to be concentrated in certain trades such as restaurants and hotels (51.8%), 

manufacturing (24.0%), street food vending (11.0%), and urban agriculture (10.0%);  

 Most of them (70.0%) are not formally registered;  

 The majority of enterprises are relatively new with the age of entrepreneurs concentrating 

between 25 and 39 years;  

 Most of the owner-mangers have limited access to formal education and training. 

In addition, from the expert interviews conducted for this thesis, it has been discovered that the 

SME sector is dominated by micro and small enterprises, despite the available data supporting this 

observation being rather sketchy and unreliable. Additionally, it is estimated that there are 

approximately 2.7 million enterprises in the country, about 60.0% of which are located in the urban 

areas (Mlingi 2000). The majority (98.0%) of these firms are micro enterprises. Therefore, medium-

sized and large enterprises in the economy are extremely few and far between. Most (66.0%) of the 

micro and small enterprises have an annual turnover of less than US $2,000 and were established as 

a survival strategy (Wangwe 1999). Moreover, the estimates by Mlingi (2000) show that there will be 

about 700,000 new entrants into the labour force in each of the coming years. About 500,000 of 
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these people are school-leavers with few marketing and entrepreneurial skills. The public sector will 

employ only about 40,000 of the new entrants into the labour market, leaving about 660,000 to join 

the unemployed or the underemployed. Most of these people end up in the SME sector, and 

particularly in the informal sector. The informal sector comprises small businesses which are 

operating without licenses, which have a lack of permanent business premises and which do not 

comply with tax and other government regulations (Olomi 2009). The survival rate of these 

emerging SMEs is also low; less than 40% survives the first five years of operation. Although SMEs 

are found in all sectors of the economy, they are dominant in trade (54.0%), followed by services 

(34.0%) (Kristiansen et al. 2005). This is because SMEs, as identified above, require minimum capital 

and involve undemanding legal requirements (Bagachwa, Harris and Tinios 1993). Furthermore, the 

World Bank (2004) reveals that the SME sector has been growing fast in recent years, compared to 

the rate of growth in the early 1990‟s. 

5.3.3 Problems faced by SMEs in Tanzania 

Despite their contributions to income and employment creation, SMEs in general in Tanzania are 

currently faced with many problems (Bagachwa, Harris, and Tinios 1993; Verspreet and Berlange 

1998; Calcopietro and Massawe 1999; Ziorklui 2001; Naliotela and Elias 2003). In terms of 

determining barriers to SMEs growth, surveys by the Rural Program on Enterprise Development 

(RPED) found two levels of constraints facing SMEs in Tanzania: those acting as barriers to general 

operation and those impeding growth. Subsequently, Calcopietro and Massawe (1999) classify the 

factors hindering SMEs development in Tanzania in five categories, namely macro-economic and 

policy environment, physical and technological infrastructure, banking and finance structure, legal 

and regulatory framework, and market conditions. The report concludes with a list of factors 

impeding the development of SMEs: 

 Lack of access to credit; 

 Low educational level of entrepreneurs; 

 Lack of managerial, marketing and production skills; 

 Regulatory constraints, stemming from the difficulty of obtaining legal status. 

Furthermore, most of the studies conducted in Tanzania reveal regulation, bureaucratic licensing 

structures and external finance as major factors hindering the growth of SMEs in Tanzania (World 

Bank 2004). For example, it has been revealed that the regulatory environment in Tanzania is 
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characterised a myriad of controls. In addition, the taxation system is said to be complex. This study 

by the World Bank (2004), for example, finds a complicated and inefficient tax system to be the 

major constraint among most entrepreneurs surveyed. With regard to access to finance, it has been 

noted that most of the financial institutions in Tanzania are generally not attuned to lending money 

to SMEs. This is partly because most of the SMEs cannot provide collateral, which is a substantial 

criterion when applying for a loan. Accordingly, the institutions and associations supporting SMEs 

are weak; their services are quite basic and mainly focus on helping the poor to survive (Olomi 

2006). This undesirable situation has persisted for a long time, despite the existence of various 

programmes aimed at developing the SME sector. 

5.4 Organisations supporting SMEs in Tanzania 

Due to the recognition of the importance of SMEs to the country‟s economy, the Tanzanian 

government has continued to design several programmes and institutions, which aim to support the 

development of the SME sector. 

5.4.1 SMEs department 

In 2003, the Ministry of Industry, Trade and Marketing (MITM) established the SME Department. 

This department focuses on promoting and supporting the growth of SMEs in Tanzania. This 

department is in its infancy and is still gathering information about SMEs. According to the Ministry 

of Industry, Trade and Marketing (2009), the responsibilities assigned to this department include: 

 Developing various strategies and concepts for revamping and enhancing the 

competitiveness of the sector;  

 Assessing the effectiveness of interventions already developed by various stakeholders, 

including monitoring and implementing SME development policy; 

 Identifying issues to be studied/researched, compiling information and data on the sector 

and disseminating this to stakeholders through newsletters, the SME website and an annual 

forum of SME stakeholders.  

 Facilitating SME compliance on environmental issues and thus building environmentally 

responsible entrepreneurship.  

 Developing strategies for enhancing graduation and formalisation of the informal sector.  

 Supporting service providers in developing and delivering more demand-driven and high 

quality products to SMEs.  
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 Compiling data on existing service providers and devising a mechanism for facilitating 

compliance of service providers to agreed standards.  

 Facilitating the review of financial services available to SMEs and promoting development of 

other financial products.  

5.4.2 Development of SMEs policy 

In recognition of the importance of SMEs to the country‟s economy, a specific policy for the sector 

was developed in 2003. This policy was developed to serve as guidance to all stakeholders involved 

in the development of the sector. The overall objective of this policy is to foster job creation and 

income generation. This objective can be achieved by promoting the creation of new SMEs and 

improving the performance and competitiveness of the existing ones (URT 2003).  

5.4.3 Small Industries Development Organisation 

The Small Industries Development Organisation (SIDO) was established in 1973 by an Act of 

Parliament to plan, coordinate, promote and offer every form of service to SMEs. To date, this 

organisation is incorporated within the Ministry of Industry, Trade and Marketing and its overall 

objective is to contribute to poverty reduction and enterprise development. In fact, SIDO is a main 

government arm for promoting SMEs in Tanzania. Some of SIDO‟s achievements include:   

 Establishment of 10 training-cum-production centres that offer simple rural-based 

technologies; 

 Introduction of hire/purchase programmes through which more than 2000 entrepreneurs 

have been assisted with machines and working tools; 

 The creation of regional extension service offices that provide advice on setting up new 

businesses, choosing technology, preparing feasibility studies, preparing economic surveys, 

installation, operating machinery, maintenance and marketing products; 

 Conducting training programmes in management, financial and marketing skills. 

Furthermore, SIDO, in collaboration with other stakeholders, has continued to support the 

establishment of SME associations to empower individuals in the private sector. Some of these 

associations include Tanzania Food Processors Association (TAFOPA), and Tanzania Small 

Industries Organisation (TASISO). These associations have been useful in involving the members in 

all issues related to accessibility to markets, information flow, raw materials, packaging and micro 
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credit services. However, these organisations are mainly located in Dar es Salaam, which makes it 

impossible for entrepreneurs further up-country to benefit from the services provided by these 

associations.  

5.4.4 SME Credit Guarantee Scheme 

The SME Credit Guarantee Scheme (SME-CGS) was established in 2005 by the government of 

Tanzania. The scheme is currently managed by the Bank of Tanzania (BOT), and its main role is to 

promote and support SMEs by creating an enabling environment for expansion and facilitating 

access to financial resources. The SMEs operators can access the guarantee facility through the 

participating financial institutions with which BOT has made arrangements (BOT 2010).   

5.4.5 Private organisations 

Apart from the organisations mentioned above, institutions in the private sector such as the 

Tanzania Chamber of Commerce Industry and Agriculture (TCCIA) and the Confederation of 

Tanzanian Industry (CTI) also support SMEs development. These institutions provide active 

encouragement in terms of becoming a member and ensure that their members are adequately 

financed through member fees and donor-sponsorship (a donor agency is an organisation that 

provides funds for projects with a developmental nature). For instance, there is an office at the CTI 

which deals with SMEs problems and services. In 1999, CTI conducted a study with the aim of 

identifying the major problems and concerns of SMEs in Tanzania. Twenty-seven major constraints 

were listed by SMEs and some of those constraints have now been addressed. However, the 

outreach CTI services are still limited because of the fact that they focus on Dar es Salaam. 

5.4.6 University of Dar es Salaam Entrepreneurship Centre 

The Faculty of Commerce of the University of Dar es Salaam established the University of Dar es 

Salaam Entrepreneurship Centre (UDEC) in 2001. The Centre provides consultancy and training in 

SMEs-related issues. Currently, the centre has established an „incubator‟ where graduate 

entrepreneurs and other entrepreneurs can be trained on entrepreneurship and related issues. 

5.4.7 Vocational Education Training Authority  

The Vocational Education Training Authority (VETA) was established by an Act of Parliament 

(Vocational Educational Training Act No. 1 of 1991) in 1994 to guide the Vocational Education and 

Training (VET) system in Tanzania. The Act established the VETA as an autonomous government 
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agency charged with the broad task of coordinating, regulating, financing, promoting and providing 

education and training in Tanzania. Currently, VETA has over 630 centres in the country and offers 

training in 34 different trades. 

5.4.8 Joint government/donor efforts  

Joint government and donor-agency support institutions have also been established to support the 

development of SMEs in Tanzania. When interviewing experts, we visited various initiatives, as 

explained below. 

 Property and Business Formalization Programme (PBFB) 

This programme is concerned with Tanzania‟s property and business formalisation, which is 

popularly known by its Kiswahili acronym MKURABITA, which stands for Mpango wa Kurasimisha 

Rasilimali Biashara za wanyonge Tanzania. This programme aims to facilitate the transformation of 

property and business entities in the informal sector into legally held and majority operated entities 

in the formal sector of the economy. The main purpose of the programme is to empower the 

majority in the informal sector so that they can make better use of their property and business assets 

and take advantage of other opportunities in the modern market economy. The idea behind this 

initiative is that many poor people do actually possess wealth in the form of land and small 

businesses, but because they have no title deeds to their land, or because they operate an 

unregistered business, they either have little access to capital or are unable to expand their economic 

activities beyond their own local areas. If these businesses or assets are formalised, it becomes easier 

for them to secure loans from financial institutions. Currently, a small Programme Management Unit 

under the President‟s Office manages this programme.  

 Business Environment Strengthening for Tanzania  

Business Environment Strengthening for Tanzania (BEST) is an initiative by the United Republic of 

Tanzania that creates and facilitates a regulatory environment in which businesses can thrive and 

operate more efficiently as a result of reducing the costs of doing business. The main programme‟s 

main goal is to reduce poverty through enhancing the growth and development of businesses in 

Tanzania, particularly SMEs in which the majority of the poor are engaged. As noted earlier, the 

private sector in Tanzania has been earmarked as the engine for economic growth. Strengthening the 

business environment is, therefore, one of the priority areas in Tanzania. One of the key enabling 

factors for a strengthened business environment is a good regulatory environment. The BEST 
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Programme is therefore, instrumental in achieving this objective. This is achieved by, firstly, 

reducing the burden on businesses through removing regulatory and administrative constraints, and 

secondly, through improving the quality of the services provided by the government to the private 

sector.  

In summary, several organisations support SME development in Tanzania, though they are poorly 

coordinated and lack the necessary coverage to reach all sectors of the small business community. 

This is because most of these organisations focus their attention on (and are located in) Dar es 

Salaam. Additionally, most of the projects funded by donors (e.g. BEST and MKURABITA) focus 

on legal and regulatory frameworks and overlook the fact that there are other factors surrounding 

the existence of SMEs, which need more attention as well. Nevertheless, it is obvious that since the 

government took the initiative to develop the private sector, the sector has grown in terms of the 

number of businesses established, capital and employees. SMEs have contributed considerably to 

the growing GDP and creating employment opportunities for Tanzanian people. However, there is 

no recent comprehensive information on the performance of SMEs in Tanzania. Nevertheless, a 

survey conducted by Wangwe (1999) summarises the contributions of SMEs to the Tanzanian 

economy as follows:  

 They are estimated to contribute about 30 to 35% of the GDP; 

 They create jobs for 20% to 30% of the total labour force; 

 They temporarily mobilise unused resources such as land, capital, labour and management 

skills that would have otherwise remained idle.  

5.5 An overview of the manufacturing industry  

The manufacturing industry in Tanzania consists of a number of activities. Most of these sectors 

deal with the production of goods and services that are used as end products or as inputs in other 

production processes. This industry has a very important role in Tanzania‟s economy (Harding, 

Söderbom and Teal 2002). Although the data to support this observation is not up to date, the 

statistics taken in 2000 suggest that about 48% of total monthly wage earners are employed in this 

industry (Harding, Söderbom, and Teal 2002). Accordingly, this industry remains one of the major 

contributors towards Tanzanian GDP. Despite their importance to the country‟s economy, 

manufacturing activities in Tanzania are relatively small-scale and most activities concentrate on 

manufacturing simple consumer goods, such as food, beverages, tobacco, textiles, furniture, and 
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wood related products (URT 2008). Business surveys in Tanzania in 2008 reveal that three sectors 

(wearing apparel/dressing and dyeing of fur; food products and beverages; furniture manufacturing) 

have the highest proportions of business activities (URT 2008)  

5.5.1 Furniture sector 

The furniture sector is part of the manufacturing industry, mainly processing and partially-

processing forest products. The forest, therefore, primarily acts as a source of raw materials used in 

the furniture sector all over the country. The furniture sector in Tanzania has also changed hands 

several times in the last century. For instance, during the socialist era most of the furniture sector 

was under public ownership and was owned by the state. Again, due to the failure of the African 

socialism era in the late 1990s, most of the nationalised industries collapsed. Responding to this, the 

government then began privatisation of state enterprises, including the furniture sector. To date, the 

furniture sector in Tanzania mostly consists of SMEs, maintaining low levels of production aimed at 

serving local markets (Nchimbi 2002). The majority of these SMEs have few permanent employees 

and little working capital, beyond working tools and small premises (Kristiansen et al. 2005). For 

instance, it is estimated that only 3.0% of all permanent employees are employed in this sector. 

Furthermore, most of these firms are located in urban areas and only few can be found in a rural 

setting. Additionally, most of these firms are run by entrepreneurs who have low levels of education, 

and who rely on simple hand tools to make furniture, as shown in Figure 5-1. 

Figure 5-1: Furniture sector 

 

Source: (Picture taken by the author during data collection) 
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Despite these limitations, small manufacturers in Tanzania are very creative and they manufacture 

furniture of various designs (see Figure 5-2) that have been regarded as premium commodities in 

foreign catalogues (Murphy 2006).  

Figure 5-2: Furniture manufactured in Tanzania 

 

Source: (Picture taken by the author during data collection) 

This sector is one of the significant contributors to national GDP and employs about 17.0 percent 

of the total workforce in the manufacturing industry (URT 2008). Furthermore, this sector is not 

particularly import-dependent because most of the raw materials used are locally sourced in 

Tanzanian forests (Harding, Söderbom and Teal 2002).   

5.6 Study regions 

As seen in Figure 5-3, the study was conducted in four urban regions, namely Dar es Salaam, 

Arusha, Morogoro and Iringa.  
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Figure 5-3: Map of Tanzania 

 

Source: (URT 2008) 



76 

 

These regions are briefly described below. 

 Dar es Salaam 

Dar es Salaam City is found in the Dar es Salaam Region and comprises three districts: Ilala, Temeke 

and Kinondoni. Dar es Salaam is the largest commercial city of Tanzania. This city is located in a 

quiet bay off the coast of the Indian Ocean and is home to over 3 million people. The city is 

favoured for having much of the Tanzania economic infrastructure and almost all ministry 

headquarters are located in this city. Being the prominent region, Dar es Salaam is likely to be a place 

where various business matters are undertaken seriously. For instance, it is documented that high 

concentrations of economic and social activities, skilled labour and capital are likely to be found in 

this region (Ishengoma 2005). Major economic activities carried out in this city include 

manufacturing, trade, financial services, education and training, transportation and construction 

(URT 2008).  Furthermore, skilled workers are likely to locate themselves in Dar es Salaam, where it 

is relatively easy for them to secure jobs (Ishengoma 2005). Accordingly, compared to other regions, 

there is a large market for consumer goods in Dar es Salaam. These qualities have led to the city 

attracting many manufacturing industries, including the furniture sector.     

 Arusha 

Arusha town is found in Arusha Region, which is in northern Tanzania, and lies at the foot of 

Mount Meru. This town is surrounded by the most famous national parks and landscapes. The 

town, which is also the administrative centre of Arusha Region and the East African Community, 

has an estimated population of 1.3 million people (URT 2009). It is a fast growing town, which is 

conveniently linked to Dar es Salaam, Moshi, and Nairobi by road, train and air services. In fact, this 

town is regarded as second only to Dar es Salaam in terms of volume of commercial activities. The 

town enjoys the best climate in the country, with most months being cool. Arusha Region has a 

vibrant and growing economy. The town is a gateway to the most popular tourist attractions in the 

country, such as Serengeti, Lake Manyara, Ngorongoro national parks as well as Mount Kilimanjaro. 

Arusha as a region generates substantial revenues from minerals, cash crops (coffee) and food crops 

(maize, wheat, beans and vegetables) and encompasses five districts: Arusha, Arumeru, Kiteto, 

Mbulu and Hanang.  
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 Iringa 

Iringa is the region located in the southern highlands of Tanzania, about 700 kilometres from Dar es 

Salaam. The town, which is also the administrative centre of Iringa Region, has an estimated 

population of 1.5 million people (URT 2009). This city is a pleasant, small town which is famous for 

agricultural production, especially maize, vegetables, fruits and timber. The Iringa Region consists of 

seven districts, which include Iringa urban and Iringa rural, Makete, Mufindi, Kilolo, Ludewa and 

Njombe.   

 Morogoro 

Morogoro is the region located in the southern highlands of Tanzania, 192 km west of Dar es 

Salaam, lying at the base of Mount Uluguru, and has a population of 1.8 million people (URT 2009). 

The region was commonly known as an industrial region during the African socialist era because 

most of the industries were located in this area. Nowadays, most of these industries have been 

privatised and are now owned by individual people. The region incorporates six districts, namely 

Kilosa, Mvomero, Ulanga, Morogoro town, Morogoro rural and Kilombero. Morogoro is connected 

to Dar es Salaam, the country‟s capital city of Dodoma, and the southern highland town of Iringa. It 

is the agricultural centre that cultivates rice, sugar cane, fruits, vegetables and timber.  
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Chapter 6. Research methodology  

6.1 Introduction 

This chapter describes the research methodology that was used for the study. The chapter begins 

with a description of the research design and the data collection. It then presents the 

operationalisation of the variables used to test the hypotheses. This is followed by the assessment of 

the reliability and validity of the data, a description of the techniques used to analyse the data and 

explanation of ethical issues.  

6.2 Research design 

Research design forms the framework or blueprint of the research and deals with at least four issues, 

namely: what questions to study, what data is relevant, what data to collect, and how to analyse the 

results (Malhotra 2006; Marczyk, DeMatteo and Festinger 2005). There are various research designs 

and the application of these depends on the research objectives, the available data sources, the 

urgency of the decisions, and the costs of obtaining the data (Zikmund 2000). In terms of the 

methodological approach chosen, this study used a cross-sectional design, with data being collected 

via the survey method. The decision to use a survey is based on several grounds. First, a survey is 

more appropriate to a piece of research in which the individual is studied as a unit of analysis; it is 

also a tool for measuring individual attitudes and characteristics (Oppenheim 1996). Second, a 

survey provides a quick, efficient and accurate means of assessing information about the population 

(Thomas 2003), and it is more appropriate where there is a lack of secondary data (Zikmund 2000; 

Baker 2003). In this case, secondary data concerning the relationships between characteristics of 

entrepreneurs and growth of SMEs in Tanzania is not fully available. Thus, conducting a survey to 

gain information about the aforementioned variables is essential.  

6.2.1 Area of study 

As mentioned earlier in Chapter Five, the study was conducted in four urban areas, namely: Dar es 

Salaam, Arusha, Morogoro, and Iringa. The reasons for choosing these towns are as follows. Dar es 

Salaam was selected because it is the largest commercial city in Tanzania, with more than 3 million 

people and most of the SMEs in this region. Arusha was chosen because it is regarded as second to 

Dar es Salaam in commercial activities. Iringa was chosen because it is in a region which supplies 

timber. Lastly, Morogoro was chosen because of its strategic location between Dar es Salaam and 

Iringa. The selection of these four regions meant that a spread across the country was ensured. 



79 

 

6.2.2 Sampling procedure 

In order to obtain reliable data about the factors influencing growth, a random sample from the 

population had to be selected. Baker (2003) provides two distinctions of the sampling approach that 

should be used to select the respondents, namely: probability-based samples and non-probability 

based or purposive samples. Each approach has its advantages and disadvantages in terms of 

accuracy and cost effectiveness (Baker 2003). This study adopted the non-probability method, also 

known as purposeful quota sampling. This approach is commonly used in Tanzania, due to the lack 

of an accurate and up-to-date sampling frame (Nchimbi 2002). Besides Nchimbi‟s observation, this 

research project also conducted a number of expert interviews; we could not however find anything 

resembling an SMEs database. In other words, we could not get a list of all registered SMEs in 

Tanzania. Therefore, the only way to get data for the SMEs was through conducting primary 

research. In addition to the above reason, this approach was adopted because it is simpler and less 

expensive than the probability sampling approach. As Baker (2003, page 179) argues: “where 

resources are limited as is the case of much student research, probabilistic methods may be 

unrealistic”. Hence, the need for simpler and less expensive sampling procedures is largely met by 

judgmental approaches in which the sample is selected for a particular purpose. 

With this approach, efforts were therefore made to approach the respondents who fitted the 

objectives of the current study. As recommended by Zikmund (1997) and Baker (2003), the study 

sample should comprise persons who possess the information that the researcher intends to gather.  

In this study we aimed to examine the relationships between personal characteristics of 

entrepreneurs and growth of SMEs, so the respondents selected had to be the owner-managers of 

the firm (or one of them). Following the Tanzanian definition of SMEs, the firm had to employ less 

than 100 people. Additionally, in order to reduce bias, the centres known for their furniture sector in 

those four regions were identified with the help of the Small Industry Development Organisation 

(SIDO). All the mentioned centres were visited and the streets of high and low concentration were 

identified. It was decided that the fieldworker should select one in every three enterprises she came 

across in the streets of high concentration. For the low concentration streets, the fieldworker should 

select one in every two enterprises she came across.  
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6.2.3 Sample size 

In determining the sample size, several factors need to be considered. These included how 

representative the sample is expected to be and the methods expected to be used in analysing the 

data. Since this study uses Factor Analysis, regression analysis and Structural Equation Modelling 

(SEM), the sample choice is largely dependent on multivariate analysis requirements. One of the 

important requirements of this analysis is that it requires a sample whose size should preferably be 

100 or larger (Hair et al. 2006; Malhotra 2006). Interestingly, a sample size of 300 entrepreneurs was 

used in the current study. The distribution of the sample across the four regions is shown in Table 

6-1. 

Table 6-1: Sample 

Region n % 

Dar es Salaam 91 30.3 

Arusha 82 27.3 

Iringa 66 22.0 

Morogoro 61 20.3 

Total 300 100.0 

  

6.3 Data collection 

Once the research design had been chosen, the process of gathering or collecting information from 

the respondents began. Due to both the research design chosen and the different levels of analysis, 

the data was collected through personal interviews, using structured questionnaires. The section 

below provides a detailed explanation of how this technique was employed. 

6.3.1 Questionnaires 

Personal interviews through structured questionnaires formed a major part of the data collected. The 

design of the questionnaire was drawn from the literature reviewed as well as from previous studies. 

In preparing the questionnaire, we wanted to capture all of the aspects shown on the conceptual 

framework as well as gain insights into the growth of SMEs.  The questionnaire was divided into 

five parts. The first part covers general information about the business, including information about 

employment, assets and sales growth. The second part consists of the questions aimed at soliciting 

information on demographic characteristics of the entrepreneurs in terms of age, educational level, 

previous experience and family background.  The section also comprises questions aimed at 

uncovering the motives behind entrepreneurs starting and continuing with their own businesses. 

Part three consists of questions which were to provide information about the personality traits of 
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the entrepreneurs. This is followed by part four, which covers information about the cognitive 

characteristics of the entrepreneurs. The questionnaire ends with part five, which provides additional 

information on entrepreneurs and their businesses.   

Before conducting the fieldwork, the questionnaire was translated from English into Kiswahili (the 

language spoken by most Tanzanians). The translation was done by researchers in collaboration with 

the National Kiswahili Council (BAKITA) and experts with experience in the SMEs field in 

Tanzania. In order to ensure accuracy in translation, the Kiswahili questionnaire was given to 

another linguist who translated it back into English. Finally, the two versions of the questionnaire 

were compared, and a few minor improvements were made.  

Subsequently, a pilot test of the questionnaire was undertaken – as recommended by Saunders, 

Phillip and Thornhill (2003) and Baker (2003) – on a sample of 20 people to determine whether or 

not the questions were easily understood, and to test the reliability and validity of each question in 

capturing the desired information. The test also allowed the fieldworker to establish the time 

required to conduct an interview. Following this test, a few minor improvements were made before 

using the questionnaire in the field. These included, for example, open-ended questions being 

included in the questionnaire, allowing the respondents to clarify their opinions on some of the 

issues. Furthermore, a pilot test regarding assets growth, as measured over two different time 

periods, revealed no significant difference between a three-year period and a five-year period. In 

fact, the respondents preferred their assets growth to be assessed over a five-year period rather than 

a three-year period, arguing that it was more difficult to discern assets growth over a shorter period 

of time. Thus, it was decided that assets growth should be measured over a five-year period only, 

whereas sales and employment growth should be measured over two periods (three and five years). 

The data collection process took place between March 2008 and April 2009. 

6.4 Data requirements 

In order to achieve the objectives of the study, the researcher needed both historical and current 

information about the entrepreneurs‟ demographic characteristics, personality traits, cognitive 

characteristics as well as sales, assets and employment figures. These are defined below. 

6.4.1 SMEs growth 

The dependent variable in this study is SMEs growth. This growth can be measured on the basis of 

several attributes such as: sales, employment, assets, profit, market share and productivity. Among 
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these measures, sales, employment, and assets are most frequently used. Shepherd and Wiklund 

(2009), for example, reviewed studies of firm growth and found sales to be the most prevalent 

indicator, followed by employment. Sales growth was considered important because entrepreneurs 

themselves frequently use this indicator when making business decisions (Barkham et al. 1996). 

Similarly, employment growth is deemed relevant because entrepreneurs are often willing to disclose 

this type of information, and it is easier for them to recall. Likewise, for capital intensive firms – 

such as those in manufacturing – variation in assets is also considered to be a good growth indicator 

(Jansen 2009). Taking all of these findings into consideration, firm growth, in this study, is defined in 

terms of change in the amount of sales, change in the value of assets and change in the number of 

employees.  

Furthermore, it is worth noting that researchers encounter problems in obtaining financial data, 

especially when dealing with private firms (Dess and Robinson 1984). This is because many of the 

owner-managers of SMEs do not keep proper accounting records and when they do, they are often 

not prepared to disclose them to third parties. On account of this problem, general measures were 

used to obtain information regarding growth in sales and assets. The respondents were asked to rate 

their firms performance on a scale from 1 to 3 in relation to whether their firm‟s sales and assets had 

decreased, remained the same or increased over the period of study (2003–2007 and 2005–2007 for 

sales, and 2003–2007 for assets). To obtain employment growth data, the respondents were asked 

about the number of employees (including the owner-manager(s) and their active relatives), as of 

January for each year, from 2003 to 2007. Accordingly, we have measured employment growth over 

a period of three years (2005-2007) and five years (2003-2007).  

Furthermore, a relative growth measure was used to calculate employment growth both for a three 

year and a five year period. In order to be consistent with the other growth measures used in this 

study, employment growth was split into three categories: we coded 1 as decrease, 2 as the same, and 

3 as increase in the number of employees. We defined increase in the number of employees as growth 

above zero, remained the same as the equal to zero and decrease as growth less than zero over the period 

studied.  

6.4.2 Personality traits 

The personality traits section examines the entrepreneurs' psychological profile and includes 

indicators of the need for achievement, locus of control, innovativeness, risk-taking propensity, self-



83 

 

efficacy and tolerance for ambiguity. Several items were developed for each variable and owner-

mangers were required to indicate their level of agreement with these items by using a 5 point Likert 

scale. Furthermore, some of the items which were used to measure personality traits were reverse-

worded and intermingled with other statements. However, during the data entry stage, the reverse-

worded items were recorded in such a way that a higher score indicates a stronger character. 

Accordingly, need for achievement was measured by the scale adapted from Steers and Braunstein 

(1976), which was also used in other works (Hansemark 1998; Entrialgo, Vazquez and Fernandez 

2000; Stewart et al. 2003). The entrepreneurs‟ locus of control was measured by three different 

dimensions, namely: internal attributing, chance attributing and powerful others (Levenson 1981). 

These were also observed in other works (e.g., Koh 1996; Hansemark 1998; Littunen and Virtanen 

2006).  Items taken from the Jackson Personality Inventory (Jackson 1984), also used in other works 

(Cromie 2000; Nchimbi 2002; Gurol and Atsan 2006), were used to measure an entrepreneur‟s 

innovativeness and risk-taking propensity.  The scale developed by Sherer et al. (1982) was used to 

measure the entrepreneurs‟ self-efficacy. This scale was chosen because it is frequently reported to 

have high reliability (Chen, Gully, and Eden 2001). Lastly, the items used to measure tolerance of 

ambiguity were taken from MacDonald (1970). This scale consists of 20 items and was reported to 

have high reliability and validity (Gurol and Atsan 2006).  

6.4.3 Cognitive characteristics 

The items used to measure cognitive characteristics are based on a 5-point Likert scale ranging from 

1 (strongly disagree) to 5 (strongly agree). Again, some of the items which are used to measure 

cognitive characteristics were reverse-worded and intermingled with other statements. However, 

during data entry the reverse-worded items were recorded in such a way that a higher score indicates 

a stronger character. Attitude towards entrepreneurship was measured using a scale adopted from 

Turan and Kara (2007). This scale measures the extent to which the entrepreneur has a positive 

attitude towards entrepreneurship. We assess cognitive style with the 18-item Cognitive Style 

Indicator (CoSI) developed by Cools and Van Den Broeck (2007). This scale distinguishes a 

knowing style, a planning style and a creating style.  This scale has been used often as it has shown 

itself to be reliable and valid across different countries (Cools and van den Broeck 2007; Marcati, 

Guido and Peluso 2008). Eight items adapted from Tang, Tang and Lohrke (2008) were used to 

measure entrepreneurs‟ alertness. These items were developed on the basis of the Kirzner (1979) 

definition. This scale has been found to have strong reliability and validity (Tang 2008). The scale 
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incorporates eight items, four of which represent low alertness while the other four represent high 

alertness. The items adapted from Davidson (1989) – which were also used by Kolvereid (1992), 

Olomi (2001) and Nchimbi (2002)– were used to gather information about the motivation of 

individuals for starting their businesses. The items comprise both pull factors and push factors. The 

respondents were first required to rate the extent to which different factors were important to them 

when they started their businesses on a 5-point Likert scale. Furthermore, the respondents were also 

required to indicate a degree to which reasons for starting their businesses are still important to 

them. The scale ranged from 1 (not important at all) to 5 (very important).  

6.4.4 Demographic characteristics 

Besides measuring personality traits and cognitive characteristics, a number of variables were used to 

explore the entrepreneur‟s demographic characteristics, such as age, education, experience and 

family background. The table below details how these variables were operationalised. 

Table 6-2: Operationalisation of the demographic characteristics 

Variable Measurement 

Age Entrepreneur‟s age in categories 

Education 

Level of formal 

education 

Level of formal education the entrepreneur had successfully 

completed  

Vocational training  
Whether or not the entrepreneur had attended one or more 

courses offered by vocational training colleges 

Workshop attended 
Whether or not the entrepreneur had attended one or more 

workshops since starting up in business 

Experience 

Entrepreneurial 
Whether or not the entrepreneur had previously been involved in 

venture creation 

Managerial 
Whether or not the entrepreneur had managerial experience prior 

to starting the business 

Industrial 
Whether or not the entrepreneur had experience in the sector the 

current firm is in 

Family background Whether or not the entrepreneur comes from an entrepreneurial 

family 

 

6.5 Validity and reliability 

Once the data has been collected, it is necessary to determine the degree to which it is valid and 

reliable. Validity can be defined as the extent to which a measure correctly represents the concept of 

a study (Hair et al. 2006). Reliability, on the other hand, is the degree of consistency between 

multiple measurements of a variable. In other words, are the variables or a set of variables consistent 

with what they are intended to measure? Reliability differs from validity in that the former does not 

relate to what should be measured, but instead to how it is measured (Baker 2003). A number of 



85 

 

different methods are available for assessing validity and reliability. In this study several methods 

were used to enhance the reliability and validity of the data. For example: 

 The questionnaire was pre-tested on 20 entrepreneurs before data collection. This tested the 

validity and reliability of each question in capturing the information used. Furthermore, the 

questionnaire was sent to a number of SME experts in Tanzania to ensure validity and content 

validity. The questionnaire was modified on the basis of the suggestions offered by the 

entrepreneurs and SME experts. 

 Constructs were measured in more than one way, with several questions rather than a single 

question; these questions were then cross-checked to determine whether or not they show 

consistent results. This included using multiple items to measure a particular construct. 

 Most of the measures used in this study were drawn from previous research and have been 

proven to be reliable. This was to make sure that what was measured is what was intended to be 

measured.  

In this study, the question of external validity has been taken into consideration, particularly in the 

choice of the population and areas to be covered. The regions chosen reflect the true picture of 

entrepreneurs in Tanzania as far as possible. However, once the data had been collected it was also 

deemed important to determine the degree to which it was reliable and internally valid. Various 

methods can be used to measure reliability but the common measure of reliability is internal 

consistency. This research project assessed consistency of the entire scale with the use of Cronbach‟s 

Alpha (Hair et al. 2006). Cronbach‟s Alpha measures the internal reliability of a set of related items. 

Specifically, it summarises the extent to which a set of items are interrelated with each other (Hair et 

al. 2006). The measure has a coefficient ranging from 1 to 0; a value of 0.7 or less generally indicates 

unsatisfactory internal reliability. Furthermore,  Factor Analysis was employed for the validation of 

the model.  

6.6 Data analysis 

The data analysis involved three main phases, namely: data preparation, descriptive analysis and 

hypothesis testing. Data preparation took place soon after the completion of the field work, from 

which all 300 questionnaires were entered in the computer using SPSS software. Thereafter, 

descriptive statistics, Factor Analysis, and hypothesis testing were performed. The section below 

details how these approaches were employed in this study.  
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6.6.1 Descriptive statistics 

Descriptive statistics were applied to describe the general characteristics of the study sample. This 

involves calculations of averages, frequencies and percentage distributions.  

6.6.2 Factor Analysis 

Factor Analysis is a statistical approach that can be used to analyse interrelationships among a large 

number of variables and explain these variables in terms of their common underlying dimensions 

(Hair et al. 2006). Its major objectives are to find a way of condensing the information contained in 

a number of original variables into a smaller set of variables with a minimal loss of information (Hair 

et al. 2006). In this study factor analysis is performed on several grounds. First, it is performed to 

assess the internal reliability of the measuring instrument used in this study. Secondly, it is used to 

reduce the number of variables by creating new composite variables for each factor (summated 

scale). 

6.6.3 One way Analysis of Variance 

One way Analysis of Variance (ANOVA) is a statistical technique for examining the differences 

among means for two or more populations (Malhotra 2006). This technique is very handy in 

determining the significance of the mean differences across groups. In this study, ANOVA is used 

to determine whether there is a relationship between the entrepreneurs‟ age on the one hand and 

firm growth on the other hand.  

6.6.4  Regression analysis 

Regression analysis is a technique used to analyse the relationship between a single dependent 

variable and one or several independent variables. The general assumption is that there is a linear 

correlation between the dependent variable and the independent variable(s) (Hair et al. 2006). As 

indicated in Chapter One, the main objective of this study was to examine the relationship between 

characteristics of the entrepreneur on the one hand and the growth of SMEs in the Tanzanian 

furniture sector Tanzania on the other. Accordingly, linear regression analysis is an appropriate 

statistical technique for examining such relationships.  

6.6.5 Structural Equation Modelling 

The fourth specific objective of this study was to determine simultaneously the direct and indirect 

effect of the entrepreneurs‟ characteristics in explaining the growth of SMEs. This objective can be 
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analysed either by multiple regression analysis or Structural Equation Modelling (SEM). However, 

SEM has some advantages over multiple regression analysis in that SEM allows a more precise 

estimation of the indirect effects of the exogenous variables on all endogenous variables (Hair et al. 

2006). In the literature, SEM is also frequently reported to be most appropriate, particularly if the 

researcher has multiple constructs, each represented by several measured variables (Hair et al. 2006).   

6.6.6 Significance level 

A significance level represents the probability the researcher is willing to accept that the estimated 

coefficient is classified as different from zero when it is actually zero (Hair et al. 2006). Setting this 

significance level is very necessary and appropriate, especially when the analysis is based on a sample 

of the population rather than the entire population. This significance test determines whether the 

impact represented by the coefficients can be generalised and applied to other samples from this 

population. The choice of significance level normally ranges from 0.01 to 0.10, though decreasing 

the significant level to a lower value such as 0.01 allows for a lower chance of being wrong (Hair et 

al. 2006). The statistical test, however, then becomes more demanding. Likewise, increasing the 

significance level to a higher value such as 0.10 allows for a larger chance of being wrong but also 

makes it easier to find significance. Because of the risks associated between choosing one or another, 

the most widely used level of significance is 0.05 (or 5%). By following previous studies, a 5% level 

of significance was used in this study.   

6.7 Ethical issues 

Ethics here refer to the code of conduct or expected societal norm of behaviour while conducting 

research (Sekaran 2003). In any research conducted, there are a number of ethical issues that need to 

be taken into consideration. Ethical issues are of great importance to all kinds of research and of 

particular importance when human subjects are involved (Marczyk, DeMatteo and Festinger 2005). 

These ethical issues arise in each stage of the research process from problem identification to the 

dissemination of research results (Sekaran 2003). In social sciences, a number of ethical codes have 

been developed to provide guidance when doing research. These research ethics include protecting 

human participants, such as respecting the respondents, doing no harm to the respondents and 

selecting the respondents fairly (Malhotra 2006). Additionally, other ethics relate to informed 

consent and confidentiality of the information provided by respondents. In fact, it is the duty of the 
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researcher to maintain the confidentiality of all information that might affect the privacy and dignity 

of the research participants (Marczyk, DeMatteo and Festinger 2005).  

We also believe that this study poses a number of ethical issues that need to be dealt with during the 

whole process of conducting the study. The first ethical issue relates to informed consent, which 

means that prospective research participants must be fully informed about the procedures and risks 

involved in the research and must give their consent to participate. Informed consent requires 

informing participants in advance about the overall purpose of the study, such as the main features 

of the study and its importance as well as the risks and benefits of their participation. The consent 

may be communicated in a written form, verbally, or in an audiotape or videotape, depending on the 

nature of the study. In this study, the owner-managers of the SMEs were personally handed an 

introductory letter explaining the purpose of this study and its importance to the researcher, to the 

entrepreneurs, and to the public at large. Furthermore, with regard to confidentiality, the researcher 

guaranteed the participants that identifying information would not be made available to anyone who 

was not directly involved in the study. Additionally, all sources used in this study were 

acknowledged.  
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Chapter 7. Results and analysis 

This chapter presents the analysis carried out using the data collected from 300 entrepreneurs in the 

furniture sector in Tanzania. The analysis is divided into three main sections. The first section 

presents the sample characteristics on the basis of descriptive statistics. The second section deals 

with Factor Analysis for the items which were used to measure personality traits and cognitive 

characteristics. The third section deals with testing the hypotheses formulated in Chapter Four. 

Finally an overview of the hypotheses tested is given. 

7.1 Descriptive statistics 

This section describes the general characteristics of the sample used in this study. The descriptive 

statistics presented in this section include the characteristics of the entrepreneur and of the firms. 

Where possible, the descriptive results are compared with findings from other studies.  

7.1.1.1  Gender 

A sample of 300 entrepreneurs was used in this study. Among the 300 respondents, 99.0% (n=297) 

were male and 1.0% were female. The lack of female entrepreneurs may be due to cultural or 

normative beliefs about a woman‟s role in society in Tanzania, or it may be due to the fact that the 

business environment is less accommodating to female-owned businesses. This reflects findings 

from other studies which show that males participate more in the manufacturing sector than in 

sectors such as food-vending or garment-making (see, for example, Rutashobya 1995). The findings 

also showed that most of the entrepreneurs in our study (86.7%) were married, 13.0% were not 

married, while 0.3% were divorced.  

7.1.1.2 Age 

With regard to the entrepreneurs‟ age, almost half of the respondents (46.3%) were between 30 and 

40 years of age at the time of the interview, while 1.0% of the respondents were below 20 years of 

age. 2.0% were above the age of 60 years. This reflects findings from other studies which show that 

the entrepreneurs‟ ages in Tanzania generally lie between 25 to 39 years (Mlingi 2000).  
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Table 7-1: Age 
Age n % 

Below 20 3 1.0 

20 to 30 86 28.7 

31 to 40 139 46.3 

41 to 50 51 17.0 

51 to 60 15 5.0 

Over 60 years 6 2.0 

Total 300 100.0 

7.1.1.3 Formal education 

The structure of formal education in Tanzania consists of three levels namely: primary, secondary 

and higher education. Basic or first level education constitutes seven years of primary education. 

Secondary or second level education consists of Ordinary level (which is four years post primary 

education) and Advance level (which is two years post Ordinary level). Higher education or third 

level includes programmes and courses offered by higher education institutions such as universities. 

With respect to the formal educational background of the respondents, the majority of them had 

only completed primary school, with 69.7% in this category. Very few (3.3%) had attained an 

advanced level of secondary school education or a degree. This is not surprising in Tanzania, 

because other studies have found similar results suggesting that typically most SMEs are owned by 

people with low levels of education (Kristiansen et al. 2005; Kimeme 2005). This is largely caused by 

the fact that most of the people with better education have a wider choice of occupations. Olomi 

(2009) argued that less well-educated people in developing countries find it difficult to secure paid 

jobs, and are therefore forced to opt for self-employment as the only means for their survival. 

Alternatively, it could imply that the sector being studied is not attractive enough for educated 

people. 

Table 7-2: Level of education 
Level of education  n % 

Never attended school 5 1.7 

Primary school 209 69.7 

Ordinary level secondary school 76 25.3 

Advanced level secondary school 3 1.0 

Advanced diploma or bachelor degree 4 1.3 

Master‟s degree 1 0.3 

Doctorate 2 0.7 

Total 300 100.0 
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7.1.1.4 Vocational training  

In addition to the question focusing on formal education, there was another question which 

intended to find out whether or not the respondents had attended any vocational training and 

particularly carpentry training. The findings indicate that over half of the respondents (57.0%) have 

attended vocational training, offered by various colleges in Tanzania. Interestingly, the majority 

(51.7%) of these respondents attained carpentry education. 

7.1.1.5 Workshops attended 

The respondents were also asked if they had attended any workshops since starting their business. 

The result indicates that 56.7% of the respondents had never attended workshops. Only 43.3% of 

the respondents had attended various workshops since they started their current business. 

7.1.1.6 Experience 

Three aspects were used to measure the entrepreneurs‟ previous experience. These include 

entrepreneurial, managerial and industrial experience. As far as entrepreneurial experience is 

concerned, it was found that 40.7% of the respondents had entrepreneurial experience prior to 

starting their current business (Table 7-3). Likewise, 60.0% of the respondents interviewed had 

managerial experience prior to starting their current business. Furthermore, the data suggests that 

51.0% of the respondents had experience in the same industry they were currently involved in.  

Table 7-3: Experience 
 Entrepreneurial Managerial Industrial 

n % n % n % 

No 178 59.3 120 40.0 147 49.0 

Yes 122 40.7 180 60.0 153 51.0 

Total 300 100.0 300 100.0 300 100.0 

  

7.1.1.7 Family background 

From the literature, it is generally acknowledged that the offspring of business operators are more 

likely to start and operate their own firms compared to the children of others. The current study 

indicates that the majority of entrepreneurs in the sample (63.0%) had close relatives who are/were 

also doing business. The respondents also noted that either a brother, parent, uncle, sister, 

grandparent, or aunt had a business (see Table 7-4).  In fact, 39.8% had a furniture business.  

Furthermore, the majority of these relatives are still running their businesses (72.0%).  
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Table 7-4:  Close relatives in business 
Relative owning business n % 

Brother 88 46.6 

Parents 77 40.7 

Uncle 29 15.3 

Sister  18 9.5 

Grandparents 6 3.2 

Aunt 5 2.6 

 

7.1.1.8 Ethnicity  

As mentioned previously, there are more than 120 ethnic groups in Tanzania. The representation of 

various ethnic groups is shown in Table 7-5. Among the indigenous groups, only those with a 

frequency of 10 or higher are shown in the Table 7-5. The rest are aggregated in the other category. 

From this table, it can be noted that only a few ethnic groups are really involved in the furniture 

sector. From this sample, the most well represented groups are the Chaga; followed by the Hehe and 

the Pare. This reflects findings from other studies which show the Chaga to be over-represented in 

terms of business ownership (Kristiansen et al. 2005). 

 Table 7-5: Respondents‟ ethnicity 
Tribe n % 

Other 127 42.4 

Chaga 59 19.7 

Hehe 36 12.0 

Pare 28 9.3 

Bena 27 9.0 

Luguru 13 4.3 

Ngoni 10 3.3 

Total 300 100.0 

 

7.1.2 Firm characteristics 

The majority of the firms (74.3%) in our sample are small, i.e. employing between 5 and 50 people 

(see Table 7-6). This is followed by a group of micro firms, with a share of close to one-quarter 

(24.3%). Very few medium-sized firms participated in our study (1.3%). Table 7-6 also shows that 

more than half of the firms (53.4%) were established less than 10 years ago, while only 3.3% of the 

firms were established more than 25 years ago. The relatively young age of the firms may be related 

to the fact that a free market economy was only introduced in Tanzania in the 1990s. With regard to 
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their legal framework, our survey further revealed that the majority (67.7%) of the SMEs surveyed 

operate under sole proprietorship, 20.0% operate under the form of partnership and only a few 

SMEs operate as cooperatives or limited companies.  

Table 7-6: Firm characteristics 
 n % 

Number of employees 1-4 employees 73 24.3 

5-49 employees 223 74.3 

50-99 employees 4 1.3 

Firm age 5 years or less  14 4.7 

6-10 years  146 48.7 

10-15 years  83 27.7 

16-20 years  39 13.0 

21-25 years  8 2.7 

More than 25 years  10 3.3 

Legal form Sole proprietorship 203 67.7 

Partnership 60 20.0 

Cooperative 25 8.3 

Limited company 12 4.0 

When asked about the growth of their businesses, more than half of the respondents indicated an 

increase in the firms‟ sales. These increases related to both the three-year and the five-year period 

(see Table 7-7). Furthermore, more than half of the respondents indicated an increase in the firms‟ 

assets in the five-year period. With regard to employment growth, more than one-third of the firms 

had experienced growth over the last three years, while close to half of the firms had experienced 

employment growth over the last five years. 

Table 7-7: Growth  
 Three-year time period Five-year time period 

Sales Employment Sales Employment Assets 

n % N % n  % n  % n  % 

Increased 168 56.0 110 36.7 164 54.7 147 49.0 180 60.0 

Remained the same 60 20.0 144 48.0 95 31.7 88 29.3 102 34.0 

Decreased 72 24.0 46 15.3 41 13.6 65 21.7 18 6.0 

Total 300 100 300 100 300 100 300 100 300 100 

 

7.1.3 Additional information 

Table 7-8 presents the statistics relating to sources of working capital.  The question was formulated 

so that the respondents could choose more than one answer. From the findings, it is obvious that all 

SMEs rely on internally generated funds. Only a few respondents reported to supplement their 
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working capital by loans received either from a bank, a non-governmental organisation (NGO), 

friends, family or the government.  

 
Table 7-8: Sources of working capital 
Sources of working capital n % 

Internally generated fund 300 100.0 

Loan from bank 72 24.0 

Loan from NGO 24 8.0 

Loan from friends 20 6.7 

Loan from family 16 5.3 

Loan from government 3 1.0 

 

When asked about whether they owned other businesses apart from the one in the study, the 

findings revealed that this was the case for 31.7% of the respondents in our sample. In fact, the 

findings suggest that the majority of these entrepreneurs owned one other business (see Table 7-9). 

Only 17 out of all of the respondents owned more than two other businesses (Table 7-9). This 

finding is consistent with findings from other studies carried out in Tanzania, which found that the 

majority of male entrepreneurs prefer organic growth (Rutashobya and Olomi 1999; Nchimbi 2002).  

Table 7-9: Number of other businesses owned 
Number of  

business 
n % 

1 78 26.0 

2 14 4.7 

3 3 1.0 

Total 95 31.7 

 

The sample characteristics presented above show that the sample is in many ways a representation 

of typical Tanzanian businesses as described in Chapter 5. The observations made from the current 

sample are also consistent with many previous studies. These include the fact that most SMEs were 

established after trade liberalisation in Tanzania. Therefore, this confirms the fact that the existence 

of the SME sector in Tanzania is an outcome of structural adjustment policy (Nchimbi 2002). 

Likewise, our findings observed that most of the entrepreneurs in our sample have a low level of 

education. Other observations include over-representation of certain ethnic groups in business and 

the fact that the majority of the SMEs are small (employing between 5 and 50 people).  
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7.2 Factor Analysis 

Factor Analysis was carried out for the items which were used to measure each of the personality 

traits and cognitive characteristics. Factor Analysis was performed on several grounds. First, it was 

performed to assess the internal reliability of the measuring instrument used in this study. Secondly, 

it was used to reduce the number of variables by creating new composite variables for each factor 

(summated scale). These factors will be used later as independent variables in the subsequent 

analysis.  

7.2.1 Personality traits 

With regard to traits, Factor Analysis was carried out on the need for achievement, locus of control, 

risk taking propensity, tolerance for ambiguity and self-efficacy items.  

7.2.1.1 Need for achievement 

As mentioned in Chapter Six, six items were used to capture information about the entrepreneurs‟ 

need for achievement (see the questionnaire in the Appendix 1). Table 7-10 shows the correlation 

matrix for the six items which were used to measure the entrepreneurs‟ need for achievement (the 

items correspond with the number of the questions in the questionnaire). As can be seen, all items 

are strongly correlated at 0.01 levels of significance, which gives a strong basis for continuing with 

the Factor Analysis.  

Table 7-10: Correlation among the items used to measure need for achievement 
 V301A V301B V301C V301D V301E V301F 

V301A 1      

V301B .391** 1     

V301C .313** .476** 1    

V301D .259** .433** .484** 1   

V301E .318** .321** .404** .442** 1  

V301F .365** .334** .512** .544** .663** 1 

**. Correlation is significant at the 0.01 level (2-tailed). 

The Factor Analysis results indicate its general validity, as the Kaiser-Meyer-Olkin (KMO) measure 

of sampling adequacy is 0.803 and Bartlett‟s Test of Sphericity is significant (0.0001). Factor Analysis 

was then applied to summarise the factors that measure the need for achievement. The results from 

the principal component analysis are displayed in Table 7-11. As a criterion for selecting the factors, 

a minimum Eigen value of one (1) was used to determine the number of factors to be retained. 
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Furthermore, only items scoring 0.60 and above in the factor and having a low score in other factors 

would be considered for interpretation. This rule of thumb will be applied for all the factor analyses 

performed in this study. Table 7-11 shows one factor emerging, and accounting for 51.9% of the 

total variance. As anticipated, the choice of the six items representing the entrepreneurs‟ need for 

achievement is justified because the entire load is on one factor. Furthermore, the internal 

consistency of scores on the six items is good, with Cronbach‟s alpha at 0.80. This suggests that 

these items can be used together to create a composite variable for the need for achievement factor. 

Table 7-11: Factor analysis of need for achievement 
Items Component 

 1 

V301F. I spend a considerable amount of time making the organisation I belong to function better .813 

V301C. I will not be satisfied unless I have reached the desired level of results .747 

V301D. I try to do my job as well as possible even when the tasks assigned to me are difficult .745 

V301E. I never put important matters off until a more convenient time .744 

V301B. I look upon my work as simply a way to achieve my goals .670 

V301A. Even though people tell me it can‟t be done I will persist .600 

Eigen value 3.1 

Percentage of variance explained  51.9 

Cronbach‟s alpha .80 

7.2.1.2 Locus of control 

Chapter 4 has already mentioned that locus of control was measured by three different dimensions, 

namely: internal attributing (items 302A, B, C, D and E), powerful others (items 302F, G, H, I and J) 

and chance attributing (items 302K, L, M and N). Table 7-12 shows the correlation matrix for the 14 

items used to measure the entrepreneurs‟ locus of control. An inspection of the table reveals that the 

first five items which represent internal locus of control are significantly positively related to each 

other, and are negatively correlated with the rest of the items. Significant correlations are also found 

between the items which were used to measure powerful others and chance attributing respectively. 

In short, the majority of these items are fairly correlated and, as such, it is logical to continue with 

Factor Analysis.  
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Table 7-12: Correlation among the items used to measure locus of control 
 V302A V302B V302C V302D V302E V302F V302G V302H V302I V302J V302K V302L V302M V302N 

V302A 1              

V302B .415** 1             

V302C .370** .439** 1            

V302D .330** .297** .525** 1           

V302E .279** .226** .217** .340** 1          

V302F -.124* -.049 .117* -.079 .064 1         

V302G -.197** -.038 .037 -.171** -.103 .660** 1        

V302H -.208** -.151** -.076 -.293** -.129* .462** .667** 1       

V302I -.284** -.110 -.092 -.280** -.148* .472** .590** .671** 1      

V302J -.280** -.148* -.244** -.286** -.203** .371** .591** .609** .780** 1     

V302K -.244** -.098 -.180** -.296** -.131* .276** .475** .462** .622** .589** 1    

V302L -.371** -.199** -.322** -.300** -.224** .248** .393** .467** .518** .526** .552** 1   

V302M -.238** -.159** -.121* -.105 -.097 .212** .354** .376** .452** .482** .463** .423** 1  

V302N -.276** -.037 -.092 -.192** -.126* .296** .494** .522** .609** .544** .494** .503** .407** 1 
**. Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed). 

 

Furthermore, with KMO measure of 0.853, the sample was considered adequate for Factor Analysis.  

The Bartlett test of Sphericity was significant (p=0.0001). Factor Analysis was then applied to 

determine the several groups of factors.  The findings displayed in Table 7-13 show the emergence 

of a two factor solution which accounts for 54.1% of the variance. These factors show a good 

internal consistency with the Cronbach‟s alpha at 0.896 and 0.716 achieved for factor one and two 

respectively. Factor one can be labelled as an external locus of control, while factor two can be 

labelled as an internal locus of control. Item 302 E and 302 M were not included in the referred 

table because their factor loadings were less than 0.6.  
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Table 7-13: Factor analysis of locus of control 

Items Component 

 1 2 

V302I. Getting what I want requires pleasing people above me .856 -.154 

V302G. My life is chiefly controlled by powerful others .825 .055 

V302J. In order to have my plans work, I have to make sure that they fit in with the desires of people 
who have power over me 

.795 -.259 

V302H. People like myself have very little chance of protecting our personal interests when they 
conflict with those of strong pressure groups 

.791 -.117 

V302N. It‟s not always wise for me to plan far ahead because many things turn out to be a matter of 
good or bad fortune 

.718 -.134 

V302K. To a great extent, my life is controlled by accidental happenings .699 -.241 

V302F. I feel like what happens in my life is largely determined by powerful people .655 .188 

V302L. Often there is no chance of protecting my personal interest from unfortunate events .606 -.419 

V302C. I pretty much determine what will happen in my life .019 .803 

V302D. When I make plans, I am almost certain to make them  work -.193 .684 

V302B. My life is determined by my own actions -.015 .669 

V302A. I am usually able to protect my personal interest -.237 .635 

Eigen values 5.427 2.153 

Percentage of variance explained (total 54.1%) 38.8 15.4 

Cronbach‟s alpha (overall .789) .896 .716 

7.2.1.3 Risk-taking propensity 

Four items (question 303) were used to measure the entrepreneurs‟ propensity to take risks. Table 

7-14 shows the correlation for the four items. Inspection of the correlation matrix reveals that the 

majority of the items are related at the 0.01 level, which provides an adequate basis for proceeding 

with Factor Analysis. The KMO measure of sampling adequacy value falls in the acceptable range 

with a value of 0.509 while Bartlett's Test of Sphericity was significant (p=0.0001) suggesting that 

Factor Analysis can be continued.  

Table 7-14: Correlations among the items used to measure risk taking propensity 

 V303A V303B V303C V303D 

V303A 1    

V303B .195** 1   

V303C .101 -.225** 1  

V303D .160** -.056 .333** 1 
**. Correlation is significant at the 0.01 level (2-tailed). 

 As shown in Table 7-15, Factor Analysis of the items suggests a two-factor solution which accounts 

for 66.7% of the variance. The first component can be labelled as positive attitude towards risk-

taking and the second factor as negative attitude towards risk-taking. The Cronbach‟s alpha for the 
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entire scale was found to be 0.300, implying that internal consistency is quite low. Similarly, the 

Cronbach‟s alpha for each factor of the scale was quite low, as shown in Table 7-15. Despite these 

criticisms, the factor loadings are relatively high in both factors, as seen in the table mentioned. 

These factors are therefore retained in their current state for subsequent analysis, but any future 

research or interpretation must be aware of these shortcomings. 

Table 7-15: Factor analysis of risk-taking propensity  
Items Component 

 1 2 

V303C:  If the possible rewards were very high, I would not hesitate to put my money into a new 
business that could fail  

.803 .162 

V303D:  I dare to take action, even though it will be risky .763 -.154 

V303B:  Taking risks bothers me even if the gains involved are potentially high .328 .776 

V303A:  If I invested money in stocks, it would probably only be in safe stocks from large, well-
known companies 

-.336 .752 

Eigen values 1.4 1.2 

Percentage of variance explained (total 66.7) 36.2 30.4 

Cronbach‟s alpha (overall 0.300) .420 .320 

7.2.1.4 Innovativeness  

As mentioned in Chapter 6, eight items were used to measure the innovativeness of the 

entrepreneurs (question 304). Four of these items (304: E, F, G and H) are reverse-worded. To have 

a common direction, these reverse-worded items were recoded. As it can be seen from Table 7-16, 

the majority of the items are positively related at the 0.01 significance level. When Factor Analysis 

was performed, the component model was found to be appropriate as indicated by the KMO 

measure of sampling adequacy (0.841) and Bartlett‟s Test of Sphericity (0.000). As displayed in Table 

7-17, one factor has emerged from the principal component analysis which accounts for 55.55 of the 

variance. The Eigen value for the respective factor is greater than one. Furthermore, the internal 

consistency of scores for the eight items is good, with Cronbach‟s alpha 0.811. This suggests that 

these items can be used together to create a composite variable for innovativeness. Item 304 D and 

304 E were not included in the table mentioned because their factor loadings were less than 0.6 

  



100 

 

Table 7-16: Correlations among the items used to measure innovativeness  
 V304A V304B V304C V304D V304E V304F V304G V304H 

V304A 1        

V304B .379** 1       

V304C .585** .432** 1      

V304D .295** .300** .313** 1     

V304E .287** .197** .352** .144* 1    

V304F .258** .360** .344** .262** .409** 1   

V304G .412** .400** .449** .271** .343** .397** 1  

V304H .296** .430** .299** .362** .278** .520** .404** 1 
**. Correlation is significant at the 0.01 level (2-tailed). 

 

Table 7-17: Factor analysis of innovativeness  
Items Component 

 1 

V304C. I often try to invent new uses for everyday objects .730 

V304G. I am generally cautious about accepting new ideas .711 

V304H. I am suspicious of new inventions and new ways of thinking .686 

V304F. I am aware that I am usually one of the last people in my group to accept something new .677 

V304A. People often ask me for help in creative activities .675 

V304B. I seldom bother to think of original ways of doing a task .673 

Eigen value 3.47 

Percentage of variance explained  55.5 

Cronbach‟s alpha  .811 

7.2.1.5 Tolerance for ambiguity 

Twenty items were used to measure an entrepreneur‟s tolerance for ambiguity (question 205). Some 

of the items were reverse-scored and intermingled with other statements, but before data entry, 

these reverse-worded items were recorded in such a way that the higher scores indicate a greater 

tolerance of ambiguity. Table 7-18 shows the correlation matrix of the scale used to measure 

tolerance for ambiguity. In general, the majority of the correlations are statistically significant at the 

0.05 level, which provides a strong basis for proceeding with Factor Analysis. This was also justified 

by the results of the KMO measure of sampling adequacy (0.672) and Bartlett‟s test of Sphericity 

(0.000).  

Three items (305: A, L and N) had low communality (see Appended Table 0-1), but these items 

were retained in order to determine the way in which they were going to behave in the rotated 

matrix. As expected in the rotated factor solution, (see Appended Table 0-2) these three items 

performed poorly with one factor (305N), cross loading on two factors (Factor 2 and 7). The rest of 
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the items had a significant loading on one factor only. In order to meet the requirements of factor 

analysis, the poorly performing items were deleted from the model, and the Factor Analysis was run 

again for the 17 items.   

As shown in Table 7-19, Factor Analysis led to a six-factor solution, which accounts for 73.2% of 

the total variance. It can also be observed that the factorial weights of the items are high in all items 

(>0.6). These factors will be listed as Tolerance 1 etc. The first factor which accounted for 19.6% of 

the variance concerns the issues regarding problem solving. The second factor had four items 

loading on it and all concerned anxiousness or discomfort. The third factor referred to eagerness to 

look around, and the desire to obtain ideas or interesting things. The fourth factor represents a belief 

that the only way to understand complex problems is to be concerned with their larger aspects 

instead of breaking them into smaller pieces.  The fifth factor is about a desire to finish problems. 

The last factor is concerned with precision. The factors obtained were subjected to reliability analysis 

and the Cronbach‟s alpha value for the entire scale was found to be 0.598, which indicated that the 

internal consistency was not very high. Cronbach‟s alpha coefficients for each factor of the scale, 

however, are rather high, as shown in Table 7-19. These factors, called Tolerance 1 to 6, are 

therefore retained in their current state for subsequent analysis but any future research or 

interpretation must be aware of these shortcomings. 
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Table 7-18: Correlation among the items used to measure tolerance for ambiguity 

 305A 305B 305C 305D 305E 305F 305G 305H 305I 305J 305K 305L 305M 305N 305O 305P 305Q 305R 305S 305T 

305A 1                    

305B -.016 1                   

305C -.060 -.046 1                  

305D .147* -.295** -.023 1                 

305E -.060 -.149** -.075 .227** 1                

305F -.031 .706** .036 -.248** -.049 1               

305G -.119* -.019 .427** .062 -.100 .030 1              

305H .007 .353** -.122* -.040 .159** .483** -.059 1             

305I -.117* -.006 .626** .027 -.005 .054 .436** .010 1            

305J -.193** .404** -.114* -.139* -.010 .352** -.085 .451** -.008 1           

305K -.139* .127* .379** -.041 -.046 .155** .636** -.020 .321** .023 1          

305L -.213** .292** -.036 -.213** -.004 .227** -.063 .110 -.034 .209** .095 1         

305M -.026 -.070 -.004 .138* .729** .020 -.001 .099 .035 .041 .092 -.078 1        

305N -.206** .340** -.012 -.162** -.027 .382** -.020 .215** .023 .312** .058 .191** -.018 1       

305O -.197** -.028 .062 -.280** -.056 .028 -.062 .013 .029 -.062 .066 .107 -.127* .067 1      

305P -.170** .066 .082 -.227** -.086 .083 .011 .024 -.023 .008 .081 .172** -.148* .198** .661** 1     

305Q .062 -.247** .038 .608** .188** -.146* .074 -.059 .032 -.059 .068 -.264** .253** -.236** -.304** -.338** 1    

305R -.055 -.079 .242** .016 -.038 -.077 .428** -.092 .210** -.122* .445** .009 .037 -.072 -.035 -.058 -.037 1   

305S -.048 -.119* .027 .410** .080 -.056 .109 -.118* .015 -.071 .156** .015 .191** -.152** -.056 -.074 .566** .049 1  

305T -.221** .015 .288** .073 .003 .074 .748** .038 .340** .020 .606** -.045 .089 .058 -.012 -.077 .118* .479** .100 1 
**. Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed). 



103 

 

Table 7-19: Factor analysis of tolerance for ambiguity 

Items Component 

 1 2 3 4 5 6 

V305T: Perfect balance is the essence of good composition .852 .064 .086 .048 -.048 .145 

V305G: Practically every problem has a solution .803 -.023 .083 -.078 -.022 .322 

V305K: Nothing gets accomplished in this world unless you stick to some basic 
rules 

.796 .130 .097 .000 .139 .198 

V305R: I don‟t like to work on a problem unless there is a possibility of coming 
out with a clear-cut and unambiguous answer 

.744 -.178 -.112 .027 -.081 -.014 

V305F; I get pretty anxious when I‟m in a social situation in  which I have no 
control 

.058 .840 -.072 -.045 .074 .073 

V305B: I am just a little uncomfortable with people unless I feel that I can 
understand their behaviour 

.043 .804 -.170 -.173 .003 -.024 

V305H: It bothers me when I am unable to follow another person‟s train of 
thought 

-.053 .711 -.031 .221 .005 -.031 

V305J: It bothers me when I don‟t know how other people will react to me. -.050 .695 -.025 .026 -.062 -.059 

V305S: I like to fool around with new ideas, even if they later turn out to be a 
total waste of time 

.120 -.026 .839 .016 .111 -.044 

V305Q: Sometimes, I rather enjoy going against the rules and doing things I‟m 
not supposed to do 

.014 -.083 .838 .134 -.260 .051 

V305D: I would rather bet 1 to 6 on a long shot, than 3 to 1 on a probable 
winner 

-.024 -.199 .727 .131 -.229 .014 

V305E: The way to understand complex problems is to be concerned with their 
larger aspects instead of breaking them into smaller pieces 

-.061 -.017 .090 .930 -.019 -.018 

V305M: Vague and impressionistic pictures really have little appeal to me .077 .053 .140 .891 -.073 .006 

V305O: If I were a scientist, I would be bothered by the belief that my work 
would never be completed (because science will always make new 
discoveries) 

-.012 -.046 -.137 -.015 .892 .026 

V305P: The best part of working a jigsaw puzzle is putting in the last piece -.015 .037 -.119 -.070 .888 .018 

V305I: I have always felt that there is a clear difference between right and 
wrong 

.230 .025 .000 .035 -.028 .869 

V305C: There‟s a right way and a wrong way to do almost everything .249 -.078 .002 -.047 .076 .853 

Eigen value 3.336 2.947 2.261 1.546 1.271 1.096 

Percentage of variance explained (total 73.2) 19.6 17.3 13.3 9.1 7.5 6.4 

Cronbach‟s alpha (overall .598) .832 .767 .764 .843 .796 .770 

 

7.2.1.6 Self-efficacy 

Seventeen items were used to measure self-efficacy (question 306). Again, some of these items were 

reverse-worded and intermingled with other statements but during data entry the reverse worded 

items were recorded in such a way that higher scores indicated stronger self-efficacy. Table 7-20 

shows the correlation matrix for the 17 items used to measure self-efficacy. An inspection of the 
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correlation table reveals that most of the correlations are significant at the 0.05 level. Since the 

majority of the items are fairly correlated, it is logical to continue with Factor Analysis. 

Table 7-20: Correlation among the items used to measure self-efficacy 

 V306A V306B V306C V306D V306E V306F V306G V306H V306I V306J V306K V306L V306M V306N V306O V306P V306Q 

V306A 1                 

V306B .242** 1                

V306C .219** .136* 1               

V306D .235** .675** .097 1              

V306E .114* .340** .143* .343** 1             

V306F .064 .231** .123* .229** .423** 1            

V306G .162** .407** .136* .434** .438** .413** 1           

V306H .120* .125* .139* .139* .300** .514** .268** 1          

V306I .115* .010 .105 -.057 .094 .042 .031 .212** 1         

V306J .311** .769** .196** .600** .366** .236** .411** .176** -.036 1        

V306K .221** .561** .068 .532** .233** .254** .378** .134* -.033 .636** 1       

V306L .257** .484** .278** .381** .408** .408** .520** .390** .112 .504** .409** 1      

V306M .311** .276** .236** .216** .271** .165** .325** .287** .302** .234** .261** .405** 1     

V306N .360** .561** .255** .402** .356** .247** .452** .151** .066 .637** .462** .607** .393** 1    

V306O .327** .123* .289** .061 .101 -.047 .197** .092 .220** .160** .037 .134* .376** .269** 1   

V306P .193** .507** .162** .388** .488** .334** .443** .179** .074 .597** .518** .580** .320** .623** .151** 1  

V306Q .161** .378** .085 .336** .218** .244** .288** .226** .103 .444** .610** .330** .259** .386** .032 .502** 1 

**. Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed). 

The Factor Analysis results indicate its general validity, as the KMO measure is 0.869 and Bartlett‟s 

Test of Sphericity is significant (0.001). As shown in the appended Table 0-3, Factor Analysis led to 

four factors, and all the items had a significant loading. Furthermore, each of these items loaded on 

only one factor, except for three items (306: G, L and N) which cross loaded on two factors. 

Furthermore, item 306I loaded separately from other items. This item also showed poor correlation 

with other items in the correlation table. Therefore, to meet the Factor Analysis requirements we 

decided to omit those items and run Factor Analysis again for 13 items. The results of this exercise 

are presented in Table 7-21. The first factor can be labelled as persistence, the second as effort, and 

the third as initiative. The Cronbach‟s alpha for the entire scale was found to be 0.867, which 

indicated that internal consistency was quite high.  
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Table 7-21: Factor analysis of self-efficacy  
Items Component 

 1 2 3 

V306J: When trying to learn something new, I soon give up if I am not initially successful .854 .152 .062 

V306B: One of my problems is that I cannot get down to work when I have to .833 .118 .046 

V306K: When unexpected problems occur, I don‟t handle them well .808 .002 .104 

V306D: When I set important goals for myself I rarely achieve them .748 .018 .071 

V306P: I give up easily .696 .177 .299 

V306N: I feel insecure about my ability to do things. .661 .389 .106 

V306 Q: I do not seem capable of dealing with most problems that come up in life .627 .051 .262 

V306O: I am a self-reliant person .044 .796 -.098 

V306M: Failure just makes me try harder .222 .627 .269 

V306A: When I make plans, I am certain I can make them work .291 .616 -.095 

V306C: If I can‟t do a job the first time I keep on trying until I manage .094 .600 .088 

V306F: I avoid facing difficulties .232 -.065 .845 

V306H: When I have something unpleasant to do I stick to it until I finish it .035 .178 .816 

Eigen values 4.857 1.614 1.374 

Percentage of variance explained (total 61.4) 37.4 12.4 10.6 

Cronbach‟s Alpha (overall .867) .885 .635 .676 

 

7.2.1.7 Creating summated scales 

It should be noted that the aforementioned general purpose of Factor Analysis is to find a way to 

condense the information contained in a number of original items into a smaller set of new factors 

with a minimal loss of information (Hair et al. 2006). As mentioned earlier, all items in the research 

instrument were subjected to the Factor Analysis procedure, in order to determine the items which 

should be used to create the summated scales.  In this study, the average score of the factors was 

used for further analysis. Table 7-22 shows the overall mean values and standard deviation of the 

factors that depict the personality traits of the respondents.  
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Table 7-22: Descriptive statistics of the personality traits 
Characteristics N Minimum Maximum Mean Std. Deviation 

Need for achievement 300 2.83 5.00 4.58 0.46 

Internal locus of control 300 2.40 5.00 4.48 0.53 

Self-efficacy effort 300 3.00 5.00 4.46 0.52 

Self-efficacy initiative 300 1.00 5.00 4.41 0.59 

Positive attitude towards risk-taking 300 1.50 5.00 4.20 0.77 

Self-efficacy persistence 300 1.14 5.00 4.05 0.88 

Innovativeness  300 2.50 5.00 3.93 0.69 

Negative attitude towards risk-taking 300 1.00 5.00 2.95 0.97 

Tolerance 4 300 1.00 5.00 2.94 1.35 

Tolerance 5 300 1.00 5.00 2.66 1.28 

External Locus of control 300 1.00 5.00 2.48 0.97 

Tolerance 3 300 1.00 5.67 2.38 1.21 

Tolerance 2 300 1.00 5.00 2.17 0.93 

Tolerance 6 300 1.00 5.00 1.82 0.81 

Tolerance 1 300 1.00 4.75 1.75 0.74 

 

7.2.2 Cognitive characteristics 

With regard to the cognitive characteristics, Factor Analysis was carried out on entrepreneurial 

alertness, entrepreneurial attitude, cognitive styles and entrepreneurial motivation.  

7.2.2.1 Entrepreneurial alertness 

 As mentioned in Chapter 6, eight items were used to measure the entrepreneurial alertness of the 

entrepreneurs (question 401). Table 7-23 shows the correlations among the items used to measure 

entrepreneurial alertness. An inspection of the table reveals that the first four items (Item 401 A, B, 

C and D) are significantly positively related to each other and are negatively correlated with the rest 

of the other items (Item 401 E, F, G and H). The latter four items which measure low levels of 

alertness are significantly positively correlated to each other as well, at 0.001 significance levels.  All 

items are strongly correlated, and hence it was considered useful to continue with Factor Analysis. 
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Table 7-23: Correlation among the items used to measure entrepreneurial alertness 

 V401A V401B V401C V401D V401E V401F V401G V401H 

V401A 1        

V401B .458** 1       

V401C .502** .668** 1      

V401D .423** .500** .774** 1     

V401E -.179** -.306** -.270** -.195** 1    

V401F -.423** -.346** -.390** -.333** .483** 1   

V401G -.431** -.363** -.413** -.375** .439** .836** 1  

V401H -.402** -.301** -.362** -.280** .409** .723** .746** 1 
**. Correlation is significant at the 0.001 level (2-tailed). 

The Factor Analysis results indicate its general validity, as the KMO measure is 0.820 and Bartlett‟s 

Test of Sphericity is significant (0.0001). Factor Analysis was then applied to determine several 

groups of factors: the results suggest a two-factor solution that accounts for 69.6% of the total 

variance (Table 7-24). Factor one represents a low level of alertness, while factor two represents a 

high level of alertness. These factors also showed a good internal consistency with the Cronbach‟s 

alpha 0.860 and 0.831 respectively. 

Table 7-24: Factor analysis of entrepreneurial alertness 

Items Component 

 1 2 

401F: The genesis of my business idea came from potential or existing customers .886 -.237 

401G: The genesis of my business idea came from existing suppliers or distribution .870 -.274 

401H: The genesis of my business idea came from potential or existing investors/lender .849 -.194 

401E: The genesis of my business idea came from my friends and my family .632 -.130 

401C: The genesis of my business idea came through thinking about solving a particular problem -.199 .901 

401D: The genesis of my business idea came from the knowledge or expertise I had about  furniture -.128 .847 

401B: The genesis of my business idea came through experience I had in a particular problem -.201 .776 

401A: The genesis of my business idea developed from another idea I was considering  -.335 .611 

Eigen value 4.131 1.434 

Percentage of variance explained (total 69.6) 51.6 17.9 

Cronbach‟s alpha (overall .862 ) .860 .831 

 

7.2.2.2 Entrepreneurial attitude 

In this study, 18 items were used to measure the entrepreneurs‟ attitude towards entrepreneurship. 

Table 7-25 presents the correlations among the items used. As seen in the referred table, most of the 

correlations are significant and therefore, it provides a strong justification for continuing with Factor 
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Analysis. Indeed, the KMO measure of sampling adequacy is 0.813 and Bartlett‟s Test of Sphericity 

is significant (0.0001), which provides a strong basis for proceeding with Factor Analysis.  

The Factor Analysis results show the emergence of a six-factor solution, which accounts for 63.0% 

of the variance (see Appended Table 0-4). The rotated component matrix shows that all the factors 

have a significant loading on one factor except for items 402H and 402 L, which cross load on two 

factors. Additionally, item 402N and 402I (factor 5 and 6) do not relate to other factors. These two 

factors also show a poor correlation with other factors as seen in Table 7-25. Therefore, to meet the 

Factor Analysis requirements, we decided to omit those items (items 402: H, I, L and N) and run the 

Factor Analysis again for the remaining 14 items. Appended Table 0-5 summarises the final results. 

These results suggest a four-factor solution which accounts for 58.5% of the total variance. The 

scale was subjected to a reliability analysis and yielded a Cronbach‟s alpha of 0.421, which is 

considered to be very low (Table 0-5). From appended Table 0-6, it can be seen that Items 402 O, Q 

and R contributed to the low Cronbach‟s alpha achieved, and as such these items were removed and 

the reliability analysis was re-run. The results yielded a Cronbach‟s Alpha of 0.801, which is 

considered reasonable.   

Factor Analysis was then carried out. The KMO measure is larger than 0.5 (0.813) and Bartlett‟s Test 

of Sphericity is highly significant (0.0001), indicating that the reduced set of items meets the 

fundamental requirements for Factor Analysis. As shown in Table 7-26, this led to a three factor 

solution, which accounts for 60.3% of the variance. Item 402A was not included in the referred 

table because their factor loadings were less than 0.6. The Cronbach‟s alpha for the entire scale was 

good, at the value of 0.801, indicating that the internal consistency was satisfactorily assured. From 

the table mentioned, it can be seen that the Cronbach‟s alpha for the third factor is too low, and 

therefore this factor was rejected. In fact, the above mentioned factor does not make any meaningful 

interpretation. Only factors one and two make a meaningful interpretation. Factor one can be 

interpreted as a positive attitude towards venture creation and growth, while factor two can be 

interpreted as a positive attitude towards taking risks and uncertain situations. 
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Table 7-25: Correlation among the items used to measure attitude towards entrepreneurship 

 V402A V402B V402C V402D V402E V402F V402G V402H V402I V402J V402K V402L V402M V402N V402O V402P V402Q V402R 

V402A 1                  

V402B .245** 1                 

V402C .372** .236** 1                

V402D .339** .203** .481** 1               

V402E .489** .304** .476** .616** 1              

V402F .354** .339** .439** .378** .625** 1             

V402G .380** .361** .461** .387** .543** .409** 1            

V402H .109 .239** .198** .360** .299** .155** .317** 1           

V402I .032 .124* -.026 .061 .038 .000 .035 .061 1          

V402J .307** .192** .225** .265** .308** .242** .258** .256** .094 1         

V402K .168** .262** .343** .215** .318** .204** .223** .199** .134* .238** 1        

V402L .361** .138* .183** .257** .330** .159** .178** .206** .021 .228** .309** 1       

V402M .178** .140* .163** .150** .176** .136* .232** .250** .011 .455** .051 .248** 1      

V402N -.093 -.065 .030 -.165** -.080 -.146* .048 -.070 -.005 -.133* -.002 -.154** -.078 1     

V402O -.194** -.122* -.194** -.209** -.292** -.238** -.358** -.167** .000 -.219** -.223** -.297** -.077 .135* 1    

V402P .059 .068 -.015 .008 .093 -.046 .045 -.014 .054 .004 .156** .044 -.205** -.013 -.064 1   

V402Q -.196** -.125* -.350** -.185** -.296** -.342** -.423** .036 .012 -.243** -.215** -.009 .000 .124* .381** .020 1  

V402R -.310** -.213** -.380** -.282** -.414** -.389** -.463** -.203** .073 -.158** -.197** -.190** -.086 -.022 .390** .070 .374** 1 

**. Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed). 
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Table 7-26:  Factor analysis of attitude towards entrepreneurship 

 Component 

 1 2 3 

V402E: I consider myself to be an persuasive person .835 .181 .169 

V402F: I would encourage a friend or relative to start a business .799 .034 -.075 

V402B: I admire people who start their own business .754 .047 -.003 

V402D: If you try hard enough you can always get what you want in life .732 .191 .076 

V402C: When I have plans I am almost certain to make them happen .719 .157 .111 

V402G: I am an imaginative and creative person .668 .278 .107 

V402M: I enjoy the challenge of situations that may involve risk .089 .852 -.298 

V402J: I am the sort of person who handles uncertainty well .191 .788 .103 

V402P: When working in groups I prefer someone else to take the leading role -.029 -.151 .805 

V402K: I am not scared of being in debt .249 .280 .630 

Eigen value 4.307 1.368 1.104 

Percentage of variance explained (total 60.3) 35.9 12.1 9.6 

Cronbach‟s alpha (overall .801) .813 .695 .258 

 

7.2.2.3 Cognitive style 

As previously mentioned, 18 items were used to measure the cognitive style of the entrepreneur, 

based on three constructs (creating style, knowing style and planning style). The correlations among 

the 18 items are displayed in Table 7-27. The results from this table indicate that this set of items is 

appropriate for Factor Analysis because the majority of the correlations are significant. The KMO 

measure and Bartlett‟s Test of Sphericity indicate that the correlation matrix is suitable for Factor 

Analysis. The results suggest a four-factor solution, which accounted for 69.1% of the total variance 

explained (Table 7-28). Accordingly, all factor loadings are greater than 0.60. The first factor can be 

labelled as creating style, the second factor as knowing style, the third factor as planning style 1 and 

the fourth factor as planning style 2.  

As pointed out earlier, we expected an emergence of three factors, but the results showed the 

emergence of four factors. Furthermore, three separate factor analyses were also run for knowing, 

creating and planning style. The results showed an excellent fit for the creating style and the 

knowing style, but for the planning style two factors still emerged (see appended Table 0-7). Since 

both planning 1 and planning 2 measure planning style, the third factor was taken to represent 

planning style and the fourth factor 4 was left out. This is because the third factor contains more 

items than the fourth factor. Thus, for this reason, the first three factors as seen in Table 7-28 



111 

 

relating to cognitive style are used for further analysis. These factors also showed a good internal 

consistency, with the Cronbach‟s alpha 0.872 for the first factor, 0.863 for the second factor and 

0.850 for the third factor. 
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 Table 7-27: Correlation among the items used to measure cognitive style 

 V403A V403B V403C V403D V403E V403F V403G V403H V403I V403J V403K V403L V403M V403N V403O V403P V403Q V403R 

V403A 1                  

V403B .630** 1                 

V403C .594** .517** 1                

V403D .573** .492** .858** 1               

V403E .267** .256** .330** .337** 1              

V403F .308** .297** .494** .484** .586** 1             

V403G .322** .366** .516** .534** .558** .661** 1            

V403H .547** .608** .496** .496** .367** .416** .477** 1           

V403I .446** .456** .482** .476** .320** .377** .471** .590** 1          

V403J .266** .361** .322** .329** .386** .249** .338** .496** .510** 1         

V403K .430** .470** .471** .482** .406** .417** .486** .711** .608** .638** 1        

V403L .330** .314** .371** .384** .284** .232** .331** .421** .388** .327** .413** 1       

V403M .331** .334** .438** .443** .289** .229** .373** .482** .381** .319** .438** .778** 1      

V403N .275** .289** .349** .304** .131* .200** .279** .378** .333** .193** .355** .542** .513** 1     

V403O .286** .296** .330** .326** .145* .204** .294** .379** .323** .255** .441** .566** .535** .748** 1    

V403P .368** .337** .397** .368** .189** .306** .359** .342** .289** .186** .292** .409** .435** .433** .437** 1   

V403Q .351** .351** .363** .387** .211** .277** .346** .469** .411** .281** .453** .554** .533** .591** .643** .503** 1  

V403R .298** .269** .429** .424** .218** .294** .465** .357** .323** .256** .352** .562** .599** .484** .494** .486** .526** 1 

**. Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed). 
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Table 7-28: Factor analysis of cognitive styles 

 Component 

 1 2 3 4 

V403O: I like a great deal of variety in my life .810 .105 .202 .000 

V403N: I am motivated by on-going innovation. .796 .134 .133 -.003 

V403L: I like to contribute towards innovative solutions .758 .100 .255 .139 

V403M: I prefer to look for creative solutions. .737 .165 .237 .169 

V403Q: I like to extend the boundaries .735 .196 .233 .087 

V403R: I try to avoid routine .706 .185 .023 .293 

V403P:New ideas attract me more than existing solutions .600 .349 -.056 .201 

V403A: I want to have a full understanding of all problems .179 .797 .241 .054 

V403C: I make detailed analyses. .266 .752 .108 .375 

V403D: I study each problem until I have understood the underlying logic .260 .725 .123 .391 

V403B: I like to analyse problems .164 .697 .402 .025 

V403J: I make definite engagements, which I follow up meticulously .132 .066 .808 .194 

V403K: A good task is a well prepared task .286 .261 .746 .256 

V403H: I prefer clear structures to do my job.  .288 .447 .635 .187 

V403I: I prefer well prepared meetings with a clear agenda and strict time management. .235 .358 .616 .218 

V403F: I always want to know what should be done when. .113 .257 .124 .814 

V403E: Developing a clear plan is very important to me .070 .024 .332 .763 

V403G: I like detailed action plans .254 .253 .209 .758 

Eigen value 7.964 2.041 1.239 1.194 

Percentage of variance explained (total 69.1) 44.2 11.3 6.9 6.6 

Cronbach‟s alpha (overall .918 ) .872 .863 .850 .814 

 

7.2.2.4  Entrepreneurial motivation 

From the literature, it is clear that entrepreneurial motivation is one of the key factors which 

influence the growth of SMEs. In this study, questions 209 and 210 were used to gather information 

about the motives of the entrepreneur. Question 209 was used to gather information about the 

reasons for entrepreneurs starting up their current businesses. Question 210 aimed to ascertain the 

degree to which the 15 items in question 209 are still important to them. Three items (my salary in 

the previous employment was not enough to sustain my family/due to redundancy/I experienced 

discrimination in the previous work) were omitted because they did not reflect any meaning attached 

to the current business activity. The items in question 209 and 210 comprise both push and pull 

factors.  
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7.2.2.4.1 Start-up motives 

Factor Analysis was performed in order to develop a typology of the factors that are important 

when starting a business. Table 7-29 shows the correlation matrix for the items which were used to 

measure the entrepreneurs‟ start-up motives. An inspection of the correlation matrix reveals that the 

majority of the correlations are significant at 0.05, which provides a strong basis for proceeding. 

Subsequently, the Factor Analysis results indicate the general validity of this analysis as the KMO 

measure is 0.869 and Bartlett‟s Test of Sphericity is significant (0.0001). Factor Analysis was then 

applied, which led to five factors, and all the items in those factors had a sufficient loading. 

Furthermore, each of these items loaded on only one factor, except for four items (209: B, E, J and 

R) which cross loaded on two factors (see appended Table 0-8). Therefore, in order to meet the 

requirements of Factor Analysis, we decided to omit those items and run Factor Analysis again for 

the remaining 14 items. The results of this are presented in Table 7-30. The first factor is referred to 

as the independence factor. This is clearly a pull factor. The second factor is referred to as the 

survival factor and is clearly a push factor. Role models is the third factor, which represents 

inspiration and influence by others (referred to as role models). This is also clearly a pull factor. The 

fourth factor represents the desire to earn more money and to achieve a higher position in society. It 

can also be labelled as strive for personal wealth. This is also clearly a pull factor. The last factor 

represents frustration with previous jobs, both in terms of salary and discrimination and can be 

labelled as job dissatisfaction. Again this is clearly a push factor.  The Cronbach‟s alpha value for the 

entire motivation scale was found to be 0.783, which is satisfactory. 
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Table 7-29: Correlations among the items used to measure start-up motives 

 V209A V209B V209C V209D V209E V209F V209G V209H V209I V209J V209K V209L V209M V209N V209O V209P V209Q V209R 

V209A 1.000                  

V209B -.164** 1.000                 

V209C -.187** .320** 1.000                

V209D -.023 .193** .261** 1.000               

V209E -.095 .145* .276** .410** 1.000              

V209F -.118* .226** .479** .275** .215** 1.000             

V209G .000 .081 .240** .574** .149** .242** 1.000            

V209H -.119* -.005 .157** .171** .088 .179** .107 1.000           

V209I -.001 .072 .009 .041 .117* .006 .017 .071 1.000          

V209J .137* -.091 -.199** -.112 -.086 -.200** -.110 -.130* .121* 1.000         

V209K .489** -.249** -.183** -.043 -.118* -.137* .014 -.102 .005 .210** 1.000        

V209L -.105 .311** .317** .244** .212** .340** .108 .156** .067 -.119* -.176** 1.000       

V209M -.086 .339** .333** .456** .252** .466** .195** .184** .078 -.112 -.077 .673** 1.000      

V209N -.101 .201** .442** .098 .187** .516** .132* .275** .071 -.191** -.170** .503** .575** 1.000     

V209O -.118* .007 .156** .125* .010 .104 .112 .698** .034 -.047 -.141* .147* .164** .277** 1.000    

V209P -.029 .029 .046 .037 .023 -.039 -.028 .118* .346** .192** -.045 -.001 -.012 -.031 .131* 1.000   

V209Q .473** -.062 -.065 .057 -.008 -.041 .160** -.051 -.073 .076 .274** .058 .023 -.031 -.059 -.070 1.000  

V209R -.025 .294** .291** .155** .070 .269** .139* -.030 .124* .004 -.156** .199** .243** .306** -.017 .083 .086 1.000 

*. Correlation is significant at the 0.05 level (2-tailed); **. Correlation is significant at the 0.01 level (2-tailed). 
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Table 7-30: Factor analysis of start-up motives  

 Component 

 1 2 3 4 5 

V209M: To get recognition for my accomplishment .837 .053 .071 .071 .046 

V209L: To have more control of my time .791 .011 .046 .012 .056 

V209N: To be innovative .783 -.030 .269 -.058 -.038 

V209F: To build a successful organisation .655 -.092 .071 .251 -.099 

V209C: Be your own boss .600 -.223 .057 .307 -.011 

V209A:  It was the only way I could make a living -.078 .835 -.068 -.035 .030 

V209Q: To have something of my own; I could not rely on my spouse‟s income .061 .727 -.034 .134 -.094 

V209K: Unable to find paid job -.170 .727 -.051 -.020 .020 

V209O: To continue a family tradition .118 -.092 .887 .065 .058 

V209H: To follow the example of a person I admire .142 -.066 .882 .091 .073 

V209G: To achieve a higher position for myself in society .107 .094 .070 .861 -.038 

V209D: To make more money than I would otherwise make .183 .003 .062 .845 .063 

V209I: My salary in the previous employment was not enough to sustain my family .083 .019 -.016 -.008 .821 

V209P: I experienced discrimination in my previous work -.062 -.063 .125 .024 .797 

Eigen value 3.663 1.888 1.605 1.312 1.304 

Percentage of variance explained (total 69.1) 24.4 12.6 10.7 8.7 8.7 

Cronbach‟s Alpha (overall .783 ) .794 .712 .821 .726 .517 

  

7.2.2.4.2 Current motives  

Question 210 was developed to understand the primary reasons for continuing with the current 

business. In this regard, the entrepreneurs were required to indicate the degree to which a 

number of start-up motives are still important to them. Likewise, Factor Analysis was performed. 

Table 7-31 shows the correlation matrix for the 15 items. An inspection of the correlation matrix 

reveals that the majority of the correlations are significant at 0.05, which provides a strong basis 

for proceeding. Factor Analysis results indicate its general validity, as the KMO measure is 0.759 

and Bartlett‟s Test of Sphericity is significant (0.0001).  
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Table 7-31:  Correlations among the items used to measure current motives 

 V210A V210B V210C V210D V210E V210F V210G V210H V210I V210J V210K V210L V210M V210N V210O 

V210A 1.000               

V210B .049 1.000              

V210C .157** .364** 1.000             

V210D -.029 .386** .368** 1.000            

V210E -.128* .226** .479** .247** 1.000           

V210F .090 .255** .456** .135* .154** 1.000          

V210G .523** .130* .260** .156** .006 .234** 1.000         

V210H -.019 .170** .134* .104 -.218** .141* .046 1.000        

V210I .025 -.198** -.344** -.208** -.152** -.376** -.059 -.018 1.000       

V210J -.074 .326** .377** .356** .340** .318** .146* .213** -.141* 1.000      

V210K -.067 .334** .344** .273** .466** .358** .147* .193** -.148* .645** 1.000     

V210L -.014 .157** .373** .191** .516** .555** .223** .205** -.239** .464** .434** 1.000    

V210M -.092 .083 .059 .075 -.044 .074 .116* .545** .043 .031 .033 .151** 1.000   

V210N .258** .091 .168** .379** -.039 .128* .527** .001 -.074 .159** .136* .150** .058 1.000  

V210O -.100 .144* .231** .137* .269** .308** .000 .085 -.155** .413** .339** .370** -.054 .026 1.000 

*. Correlation is significant at the 0.05 level (2-tailed); **. Correlation is significant at the 0.01 level (2-tailed). 
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The findings from Factor Analysis show the emergence of a five factor solution that accounted 

for 67.2% of the variance. Furthermore, each of these items loaded on only one factor, except 

for item 210c, which cross loaded on two factors (see appended Table 0-9). Therefore, in order 

to meet the requirements of Factor Analysis, the poorly performing item was deleted from the 

model and the Factor Analysis was run again for the 14 items. As shown in Table 7-32, Factor 

Analysis led to five factors. Factor one represents motives for continuing to do business due to 

the desire to be independent from others and to be recognised. It can be labelled as the need for 

independence and recognition and is clearly a pull factor. The second factor represents the need 

to survive and a desire to achieve a higher position in society. It can be labelled as a need for 

survival and status, and is clearly a push factor. The third factor is referred to as role models and 

is clearly a pull factor. The fourth factor represents the desire to earn more money and to be able 

to do the kind of work one wants to do. It can be labelled as a quest for personal wealth and 

satisfaction. This is also a pull factor. The last factor represents motives for continuing to do 

business due to the desire to build a successful business and be satisfied with that business. This 

factor can be referred to as the desire to build a successful business. Again, this is clearly a pull 

factor. 

 

Table 7-32: Factor analysis of current motives 

 Component 

 1 2 3 4 5 

(210J) To have more control of my time .786 .059 .063 .364 -.029 

(210K) To get recognition for my accomplishment .750 .061 .064 .334 .001 

(210O) Using my special talent .707 -.103 -.076 -.051 .182 

(210L) To be innovative .654 .148 .223 -.071 .449 

(210E) To avoid working for others .648 .253 -.122 .151 -.028 

(210G) To achieve a higher position for myself in society .087 .871 .093 .079 .088 

(210A) It is the only way I can make a living -.160 .758 -.087 -.042 .041 

(210N)To have something of my own rather than relying on my spouse‟s income .131 .720 .010 .103 -.016 

(210M) To continue a family tradition -.055 .027 .894 .029 .012 

(210H) To follow the example of a person I admire .149 -.026 .840 .104 .010 

(210B) To be able to do the kind of work I want to do .138 .061 .088 .786 .106 

(210D) To make more money than I would otherwise make .142 .060 .039 .766 .163 

(210I) Unable to find paid job .004 .042 .081 -.230 -.829 

(210F) To build a successful organisation .401 .176 .111 .103 .696 

Eigen value 3.451 1.832 1.509 1.092 1.048 

Percentage of variance explained (total 68.7) 26.5 14.2 11.6 8.4 8.1 

Cronbach‟s alpha (overall .714 ) .756 . 701 . 714 .558 . 549 
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7.2.2.4.3  Creating summated scales 

The average score was used to create composite variables for the cognitive characteristics which 

were derived from the factor analysis. These were used for subsequent analysis. The overall mean 

scores and standard deviations are displayed in Table 7-33.  

Table 7-33: Descriptive statistics for the cognitive factors 

 N Minimum Maximum Mean Std. Deviation 

Cognitive creating style 300 2.67 5.00 4.5078 .50613 

Positive attitude towards venture creation and growth 300 3.17 5.00 4.4972 .48317 

Positive attitude towards taking risks and uncertain situations 300 1.00 5.00 4.2583 .81731 

Current motives independency and recognition 300 1.75 5.00 4.1017 .70361 

Current motives personal wealth satisfaction 300 1.00 5.00 4.0833 .86635 

Current motives desire to build a successful business 300 1.00 5.00 3.9383 1.08364 

Start-up motives quest for personal wealth 300 1.50 5.00 3.8944 .79070 

High level of alertness 300 1.00 5.00 3.8675 1.08855 

Low level of alertness 300 1.00 5.00 3.6517 1.32015 

Current motive need for survival and status 300 1.00 5.00 3.4767 1.12924 

Start-up motives need for survival 300 1.00 5.00 3.3967 1.26235 

Start-up motives need for independence 300 1.00 5.00 3.2850 1.16439 

Start-up motives role models 300 1.00 5.00 2.8600 1.53512 

Current motive role models 300 1.00 5.00 2.6900 1.49935 

Start-up motives job dissatisfaction 300 1.00 5.00 2.1183 1.27760 

Cognitive Knowing style 300 1.00 4.00 1.6033 .64248 

Cognitive planning style 300 1.00 2.50 1.4350 .44462 

Valid N (listwise) 300     

 

7.3 Testing the hypotheses 

The overall objective of this study is to investigate the influence of the entrepreneurs‟ 

characteristics on the growth of SMEs in Tanzania. Three different techniques are employed, 

depending on the research objective. For example, an Analysis of Variance (ANOVA) is 

performed in order to examine whether the growth of SMEs is different for different age groups. 

Likewise, linear regression is performed in order to examine the direct effect of the 

characteristics of the entrepreneur (with the exception of the entrepreneur‟s age) on the growth 

of SMEs. Finally, Structural Equation Modelling (SEM) is performed to examine the indirect 

relationship proposed in Section 4.2.4 of chapter 4.  

In this study, four tests were performed to ensure that the assumptions of the multivariate 

analysis were not violated. These include the linearity of the relationship between dependent and 

independent variables, homoscedasticity, independence of the errors and normality of the error 
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term distribution. Furthermore, in order to examine whether multicollinearity existed among the 

independent variables, we conducted a correlation matrix test. The analysis shows that some of 

the independent variables are significantly collinear with a number of others. This suggests the 

presence of multicollinearity or that some of these factors are measuring the same thing. Since a 

multiple regression is sensitive to multicollinearity, we then decided to test the relations as 

hypothesised in Chapter 4 by performing univariate linear regression. Multiple regressions will be 

employed later to examine the variables which most effectively predict the growth of SMEs. 

However, the factors which contributed to the high multicollinearity will not be included in the 

multiple regression models. Subsequently, the factors which best predict SMEs growth are used 

in the SEM approach to test the indirect effects of personality traits.  

In summary, univariate linear regression is first employed to test the hypothesised direct relations 

presented in chapter 4 section 4.2.1, 4.2.2. and 4.2.3. Additionally, if the particular characteristic 

is measured by more than one factor (e.g. education is measured by three factors), then all those 

factors are entered simultaneously into the regression model These characteristics include the 

entrepreneur‟s education, previous experience, locus of control, risk-taking propensity, tolerance 

of ambiguity, self-efficacy, entrepreneurial alertness, attitude towards entrepreneurship, cognitive 

characteristics and entrepreneurial motivations. This approach was considered important because 

it is not only assessing how well a set of variables used to measure the same construct can predict 

SMEs growth but also which variable is the best predictor of the said outcome.  

Secondly, linear multiple regressions will be applied to examine how well a set of significant 

variables found in the univariate analysis are able to simultaneously predict the growth of SMEs. 

Finally, SEM is used to simultaneously test the direct and indirect effect of the entrepreneurs‟ 

characteristics in explaining the growth of SMEs.  

As you will recall, five approaches were used to measure the growth of SMEs. Consequently, 

linear regression analysis is employed to investigate the relationship between each characteristic 

of the entrepreneur and each of the following dependent variables: sales growth (in a three year 

period and in a five year period), employment growth (in a three year period and in a five year 

period) and assets growth (only in a five year period). 

 Accordingly, for the purpose of this thesis, a 5% level of significance is applied. This means that 

the coefficient is deemed statistically significant if the p-value is 0.05 or less. It should be recalled 

that for some of the hypotheses (e.g. H1.2, H1.3, H3.3, and H3.4), several sub-hypotheses were 

also formulated. Subsequently, when interpreting the result, an hypothesis can be fully accepted, 
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partially accepted, partially rejected or fully rejected. The significant results from different growth 

measures used in this study signify whether the hypothesis can be fully or partially accepted or 

rejected. Hypothesis/sub-hypothesis is fully accepted when it is positively related to the five 

growth measures used in this study. Hypothesis/sub-hypothesis is partially accepted when it is 

positively related to three or four growth measures used in this study. Accordingly, 

hypothesis/sub-hypothesis is partially rejected when three or four growth measures are rejected. 

Finally, hypothesis/sub-hypothesis is fully rejected when all five growth measures are rejected 

(see Table 7-34). This rule of thumb will be applied for all hypotheses and sub-hypotheses tested 

in this study.  

Table 7-34: Decision about the hypotheses to be accepted or rejected 
Growth measures Decision 

5 measures confirmed Fully accepted 

4 or 3 measures confirmed  Partially accepted 

3 or 4 measures rejected Partially rejected 

5 measures rejected Fully rejected 

 

7.3.1 Demographic characteristics 

Following a comprehensive review of the literature concerning demographic characteristics and 

SME growth, the following four hypotheses were tested on 300 Tanzanian entrepreneurs from 

SMEs in the furniture sector.  

 H1.1: The age of entrepreneurs has an inverted U-shaped relationship with the growth of SMEs  

 H1.2: Education of entrepreneurs positively influences the growth of SMEs. 

 H1.2.1 Formal education of entrepreneurs positively influences the growth of SMEs 

 H1.2.2 Vocational carpentry education enjoyed by entrepreneurs positively influences the growth of 

SMEs 

 H1.2.3 Workshops attended by entrepreneurs positively influence the growth of SMEs 

  H1.3: Previous experience of entrepreneurs positively influences the growth of SMEs 

 H1.3.1: Entrepreneurial experience of entrepreneurs positively influences the growth of SMEs 

 H1.3.2: Management experience of entrepreneurs positively influences the growth of SMEs 

 H1.3.3: Industrial experience of entrepreneurs positively influences the growth of SMEs 

 H1.4: Coming from an entrepreneurial family positively influences the growth of SMEs 
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7.3.1.1 Age 

 It was hypothesised that the entrepreneur‟s age will have an inverted U-shaped relationship with 

the growth of SMEs. ANOVA was used to assess whether the growth of SMEs is different for 

different age groups. Before running the ANOVA test, we compared the mean of SMEs growth 

for each age group. The mean of SMEs growth for different group ages ranging from 2.62 (40-

50 years in a five year period) to 1.67 (above 60 years in a three year period), see Table 7-35 and 

Table 7-36. The findings suggest that the mean scores for different age groups are close to each 

other. Accordingly, ANOVA was used to test whether differences in mean scores across several 

groups are statistically significant. The findings in Table 7-36  and Table 7-37 show that the p-

values for both approaches are greater than 0.05, which means that there is no significant 

difference among the age groups. For this reason, Hypothesis 1.1 is fully rejected.  

Table 7-35  Means for SMEs growth 

 

Mean 

Sales Employment Assets 

Age  N 3 years 5 years 3 years 5 years 5 years 

30 and below 89 2.3708 2.5169 2.1685 2.2697 2.5169 

31-40 139 2.3885 2.5324 2.2590 2.3309 2.5324 

41-50 51 2.1961 2.6275 2.1569 2.1765 2.6275 

51-60 15 2.0667 2.6000 2.4000 2.2667 2.6000 

Above 60 6 1.6667 2.1667 1.8333 1.8333 2.1667 

Total 300 2.3200 2.5400 2.2133 2.2733 2.5400 

 

Table 7-36: ANOVA test on the entrepreneur‟s age and SMEs growth in a 3-year period 
SMEs growth measures F-value Significance 

Sales  1.875 .115 

Employment  1.062 .376 

 

Table 7-37: ANOVA test on the entrepreneur‟s age and SMEs growth in a 5-year period 
SMEs growth measures F-value Significance 

Sales  1.234 .296 

Assets 1.234 .296 

Employment .902 .463 

7.3.1.2 Education 

The relationship between the education of the entrepreneur and the growth of SMEs is the 

second hypothesis tested. As seen in section 7.3.1, three sub-hypotheses were developed. To test 

these sub-hypotheses, multiple regression is performed. The results of the linear regression are 

shown in Table 7-38 and Table 7-39. From these tables, it is clear that workshops attended have 

a significant and positive influence on SMEs growth both in terms of sales, assets and 
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employment for both time spans studied. Based on this finding, sub-hypothesis 1.2.3 is fully 

accepted. Vocational carpentry education is positively related to sales growth and assets growth, 

but not to employment growth. Thus sub-hypothesis 1.2.2 is partially accepted.  The influence of 

the level of formal education on the growth of SMEs is not significant, which suggests that the 

level of formal education is not a determinant of SMEs growth in Tanzania. For this reason, sub-

hypothesis 1.2.1 is fully rejected. In general, of the three sub-hypotheses, one is fully accepted, 

one is partially accepted and one is fully rejected. Based on this finding, it becomes clear that 

hypothesis 1.2 is partially accepted.  

Table 7-38: Regression results on education and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales Constant .858 6.200 .000 

.424 

 

Formal education .318 .659 .510 

Vocational carpentry education .137 2.102 .036 

Workshops attended .893 13.170 .000 

Assets Constant 1.507 11.394 .000 

.264 
Formal education .017 .272 .786 

Vocational carpentry education .198 1.568 .044 

Workshops attended .598 9.221 .000 

Employment Constant 1.790 9.038 .000 

.028 
Formal education .146 1.571 .117 

Vocational carpentry education .032 -.346 .730 

Workshops attended .239 2.459 .015 

 
Table 7-39: Regression results on education and SMEs growth (3 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales Constant .561 3.460 .001 

.416 
Formal education .103 

1.348 
.179 

Vocational carpentry education .212 1.257 .032 

Workshops attended 1.028 12.931 .000 

Employment Constant 1.651 9.734 .000 

.061 
Formal education .093 1.170 .243 

Vocational carpentry education .007 .088 .930 

Workshops attended .299 3.599 .000 

 

7.3.1.3 Experience 

Three aspects (namely: entrepreneurial, managerial and industrial experience) were used to 

measure the entrepreneurs‟ previous experience. We expected all three types of experience to be 

positively related to the growth of SMEs. A linear multiple regression analysis was performed to 

investigate these relationships. The results of the regression are presented in Table 7-40 and 

Table 7-41. From these tables, it can be seen that industrial experience is positively significantly 
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related to SMEs growth in terms of sales, assets and employment for both time spans studied. 

Thus, sub-hypothesis 1.3.3 is fully accepted. Managerial experience is positively significantly 

related to sales growth and assets growth and, as such, sub-hypothesis 1.3.2 is partially accepted. 

Unexpectedly, the relationship between entrepreneurial experience and the growth of SMEs was 

not significant. Therefore, our findings do not accept sub-hypothesis 1.3.1. In general, of the 

three sub–hypotheses, one is fully accepted, one is partially accepted and one is fully rejected. 

Based on this finding, it becomes clear that hypothesis 1.3 is partially accepted.  

Table 7-40: Regression results on the previous experience and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales Constant .944 7.418 .000 

.419 

 

Entrepreneurial experience .070 -1.002 .317 

Managerial experience .626 5.052 .000 

Industrial experience .373 3.193 .002 

Assets Constant 1.369 11.994 .000 

.346 
Entrepreneurial experience .017 .269 .909 

Managerial experience .265 2.382 .034 

Industrial experience .480 4.585 .000 

Employment Constant 1.756 9.684 .000 

.038 
Entrepreneurial experience .101 1.017 .310 

Managerial experience .117 -.661 .509 

Industrial experience .373 2.242 .026 

 
Table 7-41: Regression results on the previous experience and SMEs growth (3 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales Constant .722 11.996 .000 

.360 
Entrepreneurial experience .010 -.298 .909 

Managerial experience .321 -.315 .034 

Industrial experience .727 2.002 .000 

Employment Constant 1.890 4.644 .000 

.032 
Entrepreneurial experience .026 -.115 .766 

Managerial experience .048 2.124 .753 

Industrial experience .289 5.105 .046 

 

7.3.1.4 Family Background 

In this study, it is also stated that coming from an entrepreneurial family would positively 

influence the growth of SMEs. From the regression analysis (Table 7-42 and Table 7-43) it is 

clear that family background and SMEs growth are related. Therefore, the results support the 

hypothesis that entrepreneurs who come from an entrepreneurial family are more likely to be 

successful in their businesses than owners who come from other families. Hence, hypothesis 1.4 

is fully accepted.  
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Table 7-42: Regression results on the family background and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales Constant 1.909 13.324 .000 
.043 

Family background .308 3.651 .000 

Assets Constant 2.238 18.279 .000 
.022 

Family background .185 2.569 .011 

Employment Constant 1.823 11.402 .000 
.028 

Family background .277 2.941 .004 

 

Table 7-43: Regression results on the family background and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 
Constant 1.958 11.590 .000 

.016 
Family background .222 2.233 .026 

Employment 
Constant 1.871 13.464 .000 

.022 
Family background .210 2.568 .011 

 

7.3.2 Personality traits 

The second objective of this study was to examine the influence of personality traits on the 

growth of SMEs in Tanzania. Six traits were selected. Based on these traits the following six 

hypotheses were formulated: 

H2.1: Need for achievement of entrepreneurs positively influences the growth of SMEs 

H2.2: Internal locus of control of the entrepreneurs positively influences the growth of SMEs 

H2.3: Risk-taking propensity of entrepreneurs positively influences the growth of SMEs 

H2.4: Innovativeness of entrepreneurs positively influences the growth of SMEs  

H2.5: Tolerance for ambiguity of entrepreneurs positively influences the growth of SMEs  

H2.6: Self-efficacy of entrepreneurs positively influences the growth of SMEs  

7.3.2.1  Need for achievement 

The first sub-hypothesis regarding the entrepreneurs‟ personality traits theorises about the 

relationship between need for achievement and SMEs growth. Five linear regression analyses 

were performed. As displayed in Table 7-44 and Table 7-45, all five relationships are positive and 

significant. The results suggest that need for achievement of entrepreneurs is a good predictor of 

SMEs growth and, as such, hypothesis 2.1 is fully accepted.  

Table 7-44: Regression results on the need for achievement and SMEs growth (5 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales 
Constant -1.467 -4.196 .000 

.294 
Need for achievement .847 11.147 .000 

Assets 
Constant -.704 -2.373 .018 

.288 
Need for achievement .708 10.985 .000 

Employment 
Constant .831 1.835 .068 

.033 
Need for achievement .315 3.199 .002 
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Table 7-45: Regression results on the need for achievement and SMEs growth (3 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales 
Constant -2.529 -6.431 .000 

.340 
Need for achievement 1.059 12.392 .000 

Employment 
Constant .993 2.527 .012 

.032 
Need for achievement .267 3.122 .002 

7.3.2.2  Locus of control 

The second hypothesis pertains to the relationship between the entrepreneurs‟ locus of control 

and SMEs growth. Factor Analysis shows the emergence of two factors (internal and external 

locus of control). It is expected that the entrepreneurs‟ internal locus of control would be 

positively related to the growth of SMEs, whereas the external locus of control would be 

negatively related to SMEs growth. Table 7-46 and Table 7-47 show the regression results for the 

relationship between locus of control and SMEs growth. From these tables, it can be seen that 

the regression coefficient for the internal locus of control is statistically significant in all models. 

Based on these results, hypothesis 2.2 is fully accepted.  

Table 7-46: Regression results for the locus of control and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 1.034 3.142 .002  

.383 Internal locus of control .476 7.351 .000 

External locus of control -.305 -8.622 .000 

Assets 

Constant .750 2.558 .011  

.315 Internal locus of control .488 8.463 .000 

External locus of control -.160 -5.078 .000 

Employment 

Constant 1.225 2.707 .007  

.049 Internal locus of control .272 3.050 .002 

External locus of control -.068 -1.389 .166 

 

Table 7-47: Regression results for the locus of control and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant .723 1.971 .050 

.434 Internal locus of control .571 7.908 .000 

External locus of control -.387 -9.818 .000 

Employment 

Constant 1.582 4.044 .000 

.053 Internal locus of control .194 2.520 .012 

External locus of control .042 1.112 .263 

7.3.2.3  Risk-taking propensity 

The third hypothesis postulated a positive relationship between risk-taking propensity of 

entrepreneurs and SMEs growth. It should be recalled that with regard to risk-taking, Factor 

Analysis shows the emergence of two factors. The results of the regression analysis are presented 

in Table 7-48 and Table 7-49. The regression coefficients indicate that these two factors are 
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significantly related to sales and assets growth, but not to employment growth measured in a five 

year period (see Table 7-48).  Furthermore, Table 7-49 shows that a negative attitude towards 

risk taking is significantly negatively related to employment growth in a three year period. This 

means that hypothesis 2.3 is partially accepted. 

Table 7-48: Regression results on risk-taking propensity and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 2.237 8.395 .000 

.041 Positive attitude towards risk taking .121 2.282 .023 

Negative attitude towards risk taking -.109 -2.580 .010 

Assets 

Constant 2.590 11.664 .000 

.068 Positive attitude towards risk taking .092 2.082 .038 

Negative attitude towards risk taking -.142 -4.041 .000 

Employment 

Constant 2.731 9.099 .000 

.008 Positive attitude towards risk taking -.085 -1.424 .155 

Negative attitude towards risk taking -.033 -.698 .486 

 

Table 7-49: Regression results on risk taking and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 2.292 2.074 .039 

.053 Positive attitude towards risk taking .127 -3.375 .001 

Negative attitude towards risk taking -.165 7.440 .000 

Employment 

Constant 2.672 10.323 .000 

.017 Positive attitude towards risk taking -.044 -.858 .392 

Negative attitude towards risk taking -.089 -2.179 .030 

7.3.2.4  Innovativeness 

The fourth hypothesis examines the influence of innovativeness of entrepreneurs on the growth 

of SMEs. The regression results are presented in Table 7-50 and Table 7-51. From these tables, it 

can be seen that for all approaches, the coefficients are positive and significant, which suggests 

that innovativeness is a good predictor of SMEs growth. For this reason, hypothesis 2.4 is fully 

accepted.  

Table 7-50: Regression results of innovativeness and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 
Constant -.118 -.617 .538 

.377 
Innovativeness   .644 13.421 .000 

Assets 
Constant .700 4.028 .000 

.279 
Innovativeness   .469 10.740 .000 

Employment 
Constant 1.399 5.313 .000 

.037 
Innovativeness   .223 3.373 .001 

 
Table 7-51: Regression results of innovativeness and SMEs growth (3 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales 
Constant -.687 -3.130 .002 

.394 
Innovativeness   .766 13.910 .000 

Employment 
Constant 1.540 6.724 .000 

.029 
Innovativeness   .172 2.985 .003 
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7.3.2.5  Tolerance for ambiguity 

Hypothesis 2.5 proposes a positive relationship between tolerance for ambiguity and the growth 

of SMEs. Six factors relating to tolerance for ambiguity emerged from the Factor Analysis. To 

investigate the hypothesised relationship between the tolerance for ambiguity constructs and 

SMEs growth, a multiple linear regression is performed. Table 7-52 and Table 7-53 display a 

summary of the regression coefficients. The tables reveal that most of the constructs of tolerance 

for ambiguity have a significant negative effect on the growth in sales and assets, regardless of 

the time span used. With regard to employment growth, none of the factors were significantly 

related to employment growth. In this study, we expected a positive relationship between 

tolerance for ambiguity and the growth of SMEs. However, the results showed that, if there is a 

relationship between them, then it is a negative one. Thus this finding does not support our 

hypothesised direction and therefore hypothesis 2.5 is fully rejected.  

Table 7-52: Multiple regression results of tolerance for ambiguity and SMEs growth (5 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 3.375 15.688 .000  

 

.145 
Tolerance 1 -.190 -3.212 .001 

Tolerance 2 .012 .286 .775 

Tolerance 3 -.080 -2.261 .024 

Tolerance 4 -.087 -2.936 .004 

Tolerance 5 .005 .165 .869 

Tolerance 6 -.125 -2.323 .021 

Assets 

Constant 3.516 19.346 .000  

 

.147 

Tolerance 1 -.162 -3.234 .001 

Tolerance 2 .009 .241 .810 

Tolerance 3 -.115 -3.863 .000 

Tolerance 4 -.044 -1.744 .082 

Tolerance 5 -.076 -1.667 .097 

Tolerance 6 -.065 -2.422 .016 

Employment 

Constant 2.543 9.985 .000  

 

.023 

Tolerance 1 -.027 -.378 .706 

Tolerance 2 -.042 -.832 .406 

Tolerance 3 -.046 -1.103 .271 

Tolerance 4 -.019 -.538 .591 

Tolerance 5 .051 1.361 .175 

Tolerance 6 -.056 -.879 .380 
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Table 7-53: Multiple regression results of tolerance for ambiguity and SMEs growth (3 year period) 

SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 3.412 13.497 .000  

 

.128 
Tolerance 1 -.173 -2.489 .013 

Tolerance 2 .021 .422 .673 

Tolerance 3 -.123 -2.972 .003 

Tolerance 4 -.048 -1.374 .171 

Tolerance 5 -.026 -.710 .478 

Tolerance 6 -.182 -2.882 .004 

Employment 

Constant 2.411 10.929 .000  

 

.024 

Tolerance 1 -.019 -.310 .757 

Tolerance 2 -.011 -.256 .798 

Tolerance 3 -.069 -1.924 .055 

Tolerance 4 .015 .484 .629 

Tolerance 5 .026 .796 .427 

Tolerance 6 -.048 -.867 .386 

7.3.2.6  Self-efficacy 

Hypothesis 2.6 predicted that self-efficacy would be positively related to SMEs growth. As 

shown in Table 7-54 and Table 7-55, self-efficacy persistence has a significantly positive 

influence on sales, assets, and employment growth. Furthermore, self-efficacy effort and self-

efficacy initiative have a positive, significant influence on sales and assets growth but not on 

employment growth. Since the majority of the self-efficacy factors are significantly related to 

sales and assets growth measures, it obvious that hypothesis 2.6 is partially accepted.  

Table 7-54: Regression results on self-efficacy and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant -.761 -2.350 .019  

.284 Self-efficacy persistence .221 4.886 .000 

Self-efficacy effort .274 3.143 .002 

Self-efficacy initiative .238 3.249 .001 

Assets 

Constant -.073 -.262 .794  

.258 Self-efficacy persistence .161 4.125 .000 

Self-efficacy effort .296 3.938 .000 

Self-efficacy initiative .145 2.302 .022 

Employment 

Constant 1.196 2.874 .004  

.036 Self-efficacy persistence .128 2.197 .029 

Self-efficacy effort .088 .783 .435 

Self-efficacy initiative .038 .404 .686 
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Table 7-55: Regression results of self-efficacy and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant -1.597 -4.302 .000  

 

.305 

Self-efficacy persistence .232 4.476 .000 

Self-efficacy effort .345 3.446 .001 

Self-efficacy initiative .326 3.877 .000 

Employment 

Constant 1.218 3.379 .001  

 

.036 

Self-efficacy persistence .098 1.952 .042 

Self-efficacy effort .075 .767 .444 

Self-efficacy initiative .060 .732 .465 

 

7.3.3 Cognitive characteristics 

The third objective of this study was to examine the relationship between the cognitive 

characteristics of entrepreneurs and SMEs growth. Four cognitive characteristics were selected: 

entrepreneurial alertness, entrepreneurial attitude, cognitive styles and entrepreneurial 

motivation. The following four hypotheses can be tested:  

H3.1: Alertness of entrepreneurs positively influences the growth of SMEs  

H3.2: Attitude towards entrepreneurship positively influences the growth of SMEs; 

H3.3: Cognitive styles influence the growth of SMEs  

 H3.3.1: A creating style of entrepreneurs positively influences the growth of SMEs 

 H3.3.2: A knowing style of entrepreneurs negatively influences the growth of SMEs  

 H3.3.3: A planning style of entrepreneurs negatively influences the growth of SMEs  

H3.4: Entrepreneurial motivations influence the growth of SMEs  

 H3.4.1: Pull factors related to starting one’s firm positively influence the growth of SMEs.  

 H3.4.2: Push factors related to starting one’s firm negatively influence the growth of SMEs. 

 H3.4.3: Pull factors related to continuing with business activities positively influence the growth of 

SMEs. 

 H3.4.4: Push factors related to continuing with business activities negatively influence the growth of 

SMEs. 

Linear regression analyses were conducted to examine the relationship between the dependent 

variables (sales, assets, and employment growth) and the four independent variables 

(entrepreneurial alertness, attitude towards entrepreneurship, cognitive style and entrepreneurial 

motivations).   



131 

 

7.3.3.1  Entrepreneurial alertness 

Hypothesis 3.1 focused on the relationship between entrepreneurial alertness and SMEs growth. 

It is predicted that a high level of alertness would have a positive influence of SMEs growth, 

while a low level of alertness would have a negative influence on SMEs growth. As shown in 

Table 7-56 and Table 7-57 a high level of alertness is positively significantly related to all growth 

measures used in this study. The tables also show that a low level of alertness is significantly 

negatively related to all growth measures used in this study.  This evidence provides empirical 

support for the hypothesised relationship and therefore, Hypothesis 3.1 is fully accepted.  

Table 7-56: Regression results on entrepreneurial alertness and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

Constant 1.475 6.819 .000  

.335 High alertness .322 8.969 .000 

Low alertness -.085 -2.858 .005 

Assets 

Constant 2.026 10.941 .000  

.318 High alertness .232 7.560 .000 

Low alertness -.105 -4.155 .000 

Employment 

Constant 1.806 6.192 .000  

.014 High alertness .097 2.007 .046 

Low alertness .060 1.045 .045 

Table 7-57: Regression results on entrepreneurial alertness and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

(Constant) 1.535 5.706 .000 .241 

High alertness .300 6.727 .000 

Low alertness -.103 -2.792 .006 

Employment 

(Constant) 1.655 6.577 .000 .023 

High alertness .110 2.645 .009 

Low alertness .076 1.050 .035 

  

7.3.3.2 Entrepreneurial attitude 

Next, the influence of the entrepreneurial attitude (attitude towards entrepreneurship) on SMEs 

growth was examined. Factor Analysis found two meaningful factors, and these factors were 

used for the regression analysis. The regression results suggest that both factors are significantly 

related to sales and assets growth in both time spans. Only a positive attitude towards venture 

creation and growth was found to be significantly related to employment growth in both time 

spans used. A positive attitude towards risk taking and uncertain situations was not related to 

employment growth, as seen in Table 7-58 and Table 7-59. This finding partially supports the 

hypothesised relationship that attitude towards entrepreneurship positively influences the growth 

of SMEs. Based on this finding, hypothesis 3.2 is partially accepted.  
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Table 7-58: Regression results on attitudes towards entrepreneurship and SMEs growth (5 year 
period) 

SMEs growth 
measures 

Characteristics B 
t-

value 

Significa

nce 
R2 

Sales 

(Constant) 1.406 4.217 .000 

.310 
Positive attitude towards risk taking and uncertain 
situations .178 1.725 .046 

Positive attitude towards venture creation and 
growth .775 

10.17
7 .000 

Assets 

(Constant) .951 1.552 .002 

.268 
Positive attitude towards risk taking and uncertain 
situations .137 3.505 .001 

Positive attitude towards venture creation and 
growth .535 8.063 .000 

Employment 

(Constant) .757 1.738 .083 

.040 
Positive attitude towards risk taking and uncertain 
situations .037 .624 .533 

Positive attitude towards venture creation and 
growth .302 3.039 .003 

 

Table 7-59: Regression results on attitude towards entrepreneurship and SMEs growth (3 year 
period) 

SMEs growth 
measures 

Characteristics B 
t-

value 

Signific

ance 
R2 

Sales 

(Constant) 2.244 5.850 .000 

.325 
Positive attitude towards risk taking and uncertain 
situations 

.154 2.973 .003 

Positive attitude towards venture creation and 
growth 

.869 9.919 .000 

Employment 

(Constant) .883 2.350 .019 

.049 
Positive attitude towards risk taking and uncertain 
situations 

-.039 -.761 .447 

Positive attitude towards venture creation and 
growth 

.332 3.876 .000 

7.3.3.3  Cognitive styles  

The next hypothesis proposed a significant relationship between cognitive styles and SMEs 

growth. Specifically, it is proposed that the creating style is positively related to the growth of 

SMEs, whereas the planning style and the knowing style are negatively related to the growth of 

SMEs. As seen in Table 7-60 and Table 7-61, it is clear that the creating style has a positive and 

significant influence on all growth measures utilised in this study. Based on this result, sub-

hypothesis 3.3.1 is fully accepted. Furthermore, the knowing style is negatively related to sales 

and assets growth and, as a result, sub-hypothesis 3.3.2 is partially accepted. Additionally, it was 

found that the planning style has no significant effect on the growth of SMEs both in terms of 

sales and assets growth in a five year period. On the other hand, the planning style has a 

significant negative influence on the sales growth in a three year time period. In general, of the 
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three sub-hypotheses one is fully accepted, one is partially accepted and one is partially rejected. 

Based on this finding, it becomes clear that hypothesis 3.3 is partially accepted.  

Table 7-60:  Regression results on cognitive styles and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

(Constant) -1.827 -5.652 .000 

.680 
Creating style 1.021 17.787 .000 

Knowing style -.121 -2.469 .014 

Planning style -.119 -1.642 .102 

Assets 

(Constant) 1.028 2.728 .007 

.393 
Creating style .464 6.929 .000 

Knowing style -.233 -4.070 .000 

Planning style -.142 -1.683 .093 

Employment 

(Constant) 1.886 3.069 .002 

.058 
Creating style .173 1.582 .015 

Knowing style -.138 -1.474 .142 

Planning style -.119 -.862 .390 

 

Table 7-61: Regression results on cognitive styles and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

(Constant) -.093 -.197 .844  

 

.498 

Creating style .742 8.870 .000 

Knowing style -.185 -2.585 .010 

Planning style -.443 -4.200 .000 

Employment 

(Constant) 2.237 4.198 .000  

 

.057 

Creating style .189 1.136 .032 

Knowing style -.118 -1.451 .148 

Planning style -.165 -1.387 .166 

 

7.3.3.4  Entrepreneurial motivation 

The last hypothesis regarding cognitive characteristics seeks to test the relationship between the 

entrepreneurs‟ motives and the growth of SMEs. It should be recalled that entrepreneurs‟ 

motives were measured at two stages: at the time when the business was started and currently.  

7.3.3.4.1 Start-up motives 

The results regarding the relationship between start-up motives and the growth of SMEs can be 

seen in Table 7-62 and Table 7-63. From these tables, it becomes clear that the pull factors need 

for independence and role models, and the push factor need for survival are significantly related 

to sales growth for both time periods. Independence and role models affect sales growth 

positively, while the need for survival negatively affects sales growth in both time periods. With 

regard to assets growth, the findings also indicate that the need for independence and role 

models are good predictors of SMEs growth in the five year period. None of the factors are 

significantly related to employment growth in both time periods. The finding also suggests that 
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pull factor personal wealth and push factor job dissatisfaction are not significantly related to any 

growth measure used. As the two pull factors are positively related to sales growth (in both time 

periods), and the two pull factors are also positively related to assets growth in the five year time 

period, and none of the factors contradict this, hypothesis 3.4.1 can be partially accepted. 

Furthermore, since one push factor is negatively related to sales growth (in both time periods), 

but none of the push factors is related to assets growth or employment growth, then sub-

hypothesis 3.4.2 can be partially rejected.  

Table 7-62: Motives for starting own business activities and SMEs growth (5 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

(Constant) 1.749 6.913 .000  

 

.162 

Independence .184 3.472 .001 

Survival -.065 -2.058 .040 

Role models .126 4.853 .000 

Personal wealth -.025 -.700 .485 

Job dissatisfaction -.055 -1.816 .070 

Assets 

(Constant) 1.578 7.435 .000  

 

.176 

Independence .254 5.712 .000 

Survival -.030 -1.151 .251 

Role models .077 3.527 .000 

Personal wealth -.042 -1.428 .154 

Job dissatisfaction -.003 -.107 .915 

Employment 

(Constant) 2.281 7.527 .000  

 

.021 

Independence .087 1.367 .173 

Survival -.056 -1.496 .136 

Role models .010 .313 .755 

Personal wealth -.047 -1.109 .268 

Job dissatisfaction -.013 -.372 .710 

 

Table 7-63: Motives for starting own business activities and SMEs growth (3 year period) 
SMEs growth measures Characteristics B t-value Significance R2 

Sales 

(Constant) 1.698 5.828 .000  

 

.180 

Independence .226 3.708 .000 

Survival -.122 -3.373 .001 

Role models .128 4.274 .000 

Personal wealth -.022 -.540 .590 

Job dissatisfaction -.065 -1.875 .062 

Employment 

(Constant) 2.269 8.634 .000  

 

.019 

Independence .068 1.229 .220 

Survival -.052 -1.584 .114 

Role models -.001 -.043 .966 

Personal wealth -.033 -.899 .369 

Job dissatisfaction -.015 -.488 .626 
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7.3.3.4.2 Current motives 

It has been hypothesised that the reasons for entrepreneurs to continue with their businesses in 

which they are in would be significantly related to the growth of the SMEs. It was also predicted 

that the pull motives would show positive effects, while the push motives would show negative 

influences on the growth of SMEs. The multiple regression results are presented in Table 7-64 

and Table 7-65. From these tables, it is clear that the need for independence and recognition, 

role models and the desire to build a successful business are significantly positively related to 

sales growth for both time periods. With regard to assets growth, the findings also indicate that 

the desire for independence and recognition and the desire to build a successful business are 

good predictors. None of the factors are significantly related to employment growth in both time 

periods. Since the two pull factors are positively related to sales and assets growth in both time 

periods, and none of the factors contradict this, sub-hypothesis 3.4.3 can be partially accepted. 

The push factor was not significantly related to the growth of SMEs and hence sub-hypothesis 

3.4.4 is fully rejected.  

Table 7-64: Entrepreneurs‟ current motives factors and SMEs growth (5 year period) 
SMEs growth 

measures 

Characteristics B t-value Significance R2  

Sales 

(Constant) .758 2.869 .004 

.176 

Independence and recognition .187 3.024 .003 

Survival and status -.026 -.774 .440 

Role models .051 1.972 .050 

Personal wealth and independence .032 .652 .515 

Desire to build a successful business .180 4.649 .000 

Assets 

(Constant) .910 4.166 .000 

.212 

Independence and recognition .133 2.612 .009 

Survival and status -.026 .917 .360 

Role models .023 1.089 .277 

Personal wealth and independence .054 1.341 .181 

Desire to build a successful business .180 5.605 .000 

Employment 

(Constant) 2.124 6.681 .000 

.028 

Independence and recognition .131 1.767 .078 

Survival and status -.059 -1.424 .155 

Role models -.011 -.354 .723 

Personal wealth and independence -.091 -1.538 .125 

Desire to build a successful business .055 1.169 .243 
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Table 7-65: Entrepreneurs‟ current motive factors and SMEs growth (3 year period) 
SMEs growth 

measures 

Characteristics B t-value Significance R2  

Sales 

(Constant) .260 .861 .390 

.202 

Independence and recognition .173 2.452 .015 

Survival and status -.043 -1.088 .277 

Role models .067 2.254 .025 

Personal wealth and independence .082 1.003 .066 

Desire to build a successful business .218 4.901 .000 

Employment 

(Constant) 2.071 7.489 .000 

.020 

Independence and recognition .116 1.802 .073 

Survival and status -.041 -1.137 .256 

Role models -.011 -.408 .684 

Personal wealth and independence -.064 -1.248 .213 

Desire to build a successful business .025 .608 .544 

 

7.4 Indirect effects of personality traits 

Most of the previous research regarding personal characteristics and growth of SMEs has only 

examined direct effects between the two. However, an increasing body of literature has proposed 

that a more comprehensive prediction of venture performance can be provided (Naffziger 1995; 

Baum, Locke and Smith 2001; Baum and Locke 2004; Unger et al. 2009b). For instance, it is 

suggested that personality traits affect actions through other mechanisms (Shane 2003). 

Responding to this idea, Baum, Locke and Smith (2001) constructed a multi-dimensional model 

aimed at exploring the direct and indirect causes of venture growth. Baum and Locke (2004) 

found that the personality traits of entrepreneurs affect venture growth through a set of goals, 

communicated vision and cognitive characteristics. Similarly, it is suggested that personality traits 

influence the type of a firm that will be created and the way the firm will be managed For 

example, it is demonstrated that entrepreneurs who have a high sense of self-efficacy will be 

more likely to engage in entrepreneurial activities, such as taking on the challenge of introducing 

new products, which, in turn, leads to the growth of SMEs (Poon, Ainuddin and Junit 2006). 

Given the indirect effects observed, scholars have suggested that future research should consider 

the indirect effects of personality traits in explaining business outcomes (Shane and Khurana 

2003; Rauch and Frese 2007b).  

The previous sections have examined the direct effects of personal characteristics on the growth 

of SMEs in Tanzania. The overall pattern of the results certainly confirms a strong association 

between the characteristics of the entrepreneurs and the growth of SMEs. This section aims to 

simultaneously test the direct and the indirect effects of the characteristics of the entrepreneurs 

on the growth of SMEs. In fact, it was proposed that: 



137 

 

H 4.1: Personality traits are positively related to cognitive characteristics 

H 4.2: Personality traits have an indirect effect on the growth of SMEs through cognitive characteristics 

Besides testing the indirect effect of the personality traits, we also wanted to simultaneously 

examine the influence of the demographic characteristics, personality traits and cognitive 

characteristics of the entrepreneurs on the growth of SMEs. For this reason, the demographic 

characteristics of the entrepreneurs were also included in the Structural Equation Modelling 

(SEM). Before testing the hypothesised effects in the SEM, multiple regression analysis was 

employed to examine whether significant factors found in the univariate analysis contribute 

significantly to the growth of SMEs. The significant factors found in the multiple regressions will 

be used later in the SEM. It should be noted that some of the variables which contributed to the 

high multicollinearity problem will not be included in the multiple regression model. The 

sections below display the multiple regression results of demographic characteristics, personality 

traits, cognitive characteristics and SMEs growth in sales and assets. We have seen in the 

previous analysis that employment growth is not related to most of the independent variables, 

and as a result this growth measure was not used here.   

7.4.1 Demographic characteristics and SMEs growth  

Multiple regression analysis was employed to examine the factors which explain the growth of 

SMEs. Before carrying out the analysis, it was important to examine the strength of the 

relationship among variables used to measure demographic (see appended Table 0-10). The 

correlation matrix table reveals a high correlation between managerial and industrial experience 

(r=.883). As a remedy for this, we decided to combine these two variables into a new variable 

called previous experience.  Factor Analysis of these two variables shows an emergence of a one 

factor solution which accounted for 65.7% of the total variance explained. Furthermore, in the 

univariate linear regression, the age of the entrepreneur was not significantly related to the 

majority of the growth measures and as a result, age was not included in the multiple regressions. 

The results of the multiple regressions are shown in Table 7-66 and Table 7-67. From these 

tables, it is clear that the demographic characteristics that most effectively explain the growth of 

SMEs in Tanzania are workshops attended and previous experience. Hence, these two factors 

will represent the demographic characteristics in the SEM process.  
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Table 7-66: Multiple regression results on demographic characteristics and SMEs growth (5 year 
period) 
SMEs growth 

measures 
Characteristics B t-value Significance Tolerance VIF 

 

R2 

Sales 

(Constant) .412 2.304 .012   .513 

Vocational carpentry 

education 

 

.068 

 

.886 

 

.271 

 

.926 

 

1.079 

Workshops attended .618 7.854 .000 .641 1.560 

Previous experience .596 7.617 .000 .641 1.679 

Family background .106 1.807 1.687 .903 1.108 

Assets 

(Constant) 1.106 6.887 .000   .387 

 Carpentry education .073 .337 .255 .926 1.079 

Workshops .323 4.409 .000 .641 1.560 

Previous experience .545 7.191 .000   .641 1.679 

Family background .069 .881 .257 .903 1.108 

 

Table 7-67: Multiple regression results on demographic characteristics and SMEs growth (3 year 
period) 
SMEs growth 

measure 
Characteristics B t-value Significance Tolerance VIF R

2
 

Sales 

(Constant) .207 .850 .080   

.492 

Vocational carpentry 

education 

 

.011 

 

.092 

 

.244 

 

.807 

 

.931 

Workshops attended .730 8.181 .000 .641 1.560 

Previous experience .592 6.211 .000 .641 1.559 

Family background .012 .016 .646 .960 1.041 

 

7.4.2 Personality traits and SMEs growth  

The significant variables found in the univariate analysis with respect to personality traits are 

examined simultaneously in the multiple regressions. But before the regression was conducted, 

we checked for multicollinearity by examining the correlation coefficients outlined in the 

appended Table 0-11. The correlation matrix reveals that innovativeness is highly correlated with 

a number of variables. These correlations demonstrate the presence of multicollinearity 

problems. Furthermore, we tested the presence of multicollinearity by examining the Tolerance 

and the VIF values (see appended Table 0-12 and Table 0-13). The result from these tables 

indicates that the Tolerance value for the innovativeness variable is 0.135, suggesting that 99% of 

its variance is accounted for by other variables in the equation. Likewise, the VIF value is greater 

than 5 (7.4), which indicates the presence of a high degree of multicollinearity. In order to reduce 

the multicollinearity problems in our regression model, we decided to drop the variable 

innovativeness. Furthermore, in the univariate linear regression, most of the constructs of 

tolerance for ambiguity have a significant negative effect on the growth in sales and assets, 

regardless of the time span used. In this study, we expected a positive relationship between 

tolerance for ambiguity and the growth of SMEs. However, the results showed, if there was a 
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relationship between them, then it is a negative one. Thus, this finding does not support our 

hypothesised direction and, as a result, tolerance for ambiguity was not included in the multiple 

regressions. Multiple regressions were therefore performed for need for achievement, locus of 

control, risk-taking propensity, and self-efficacy on the one hand and SMEs growth in terms of 

sales and assets on the other. The results of the regression are depicted in Table 7-68 and Table 

7-69. From these tables, it becomes clear that need for achievement, internal locus of control and 

self-efficacy persistence are the only factors which are strongly related to the growth of SMEs. 

Hence, these three factors will represent personality traits in the SEM.  

Table 7-68: Multiple regression results on personality traits and SMEs growth (5 year period) 

 

  

SMEs growth 

measures 
Characteristics B 

t-

value 
Significance Tolerance VIF R2 

Sales 

(Constant) -1.369 -3.582 .000   

.397 

Need for achievement .393 3.525 .002 .366 2.731 

Internal locus of control .337 4.244 .000 .598 1.672 

External locus of control .087 1.848 .066 .624 1.602 

Positive attitude towards 

risk taking  
.039 .885 .377 .932 1.073 

Negative attitude 

towards risk taking  
.023 .641 .522 .896 1.116 

Self-efficacy persistence .234 6.064 .000 .700 1.429 

Self-efficacy effort .063 .723 .470 .512 1.955 

Self-efficacy initiative .131 1.883 .061 .625 1.601 

Assets 

(Constant) -.351 -1.041 .299   

.344 

Need for achievement .301 2.156 .003 .366 2.731 

Internal locus of control .356 5.071 .000 .598 1.672 

External locus of control .058 1.407 .161 .624 1.602 

Positive attitude towards 

risk taking  
.014 .358 .720 .932 1.073 

Negative attitude 

towards risk taking  
-.054 -1.706 .089 .896 1.116 

Self-efficacy persistence .097 2.834 .005 .700 1.429 

Self-efficacy effort .123 1.595 .112 .512 1.955 

Self-efficacy initiative .063 1.031 .303 .625 1.601 
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Table 7-69: Multiple regression results on personality traits and SMEs growth (3 year period) 
SMEs growth  

measure 
Characteristics B 

t-

value 
Significance Tolerance VIF R2 

Sales 

(Constant) -2.098 -4.953 .000   

.453 

Need for achievement .393 4.675 .002 .366 2.731 

Internal locus of control .421 4.773 .000 .598 1.672 

External locus of control .042 .801 .424 .624 1.602 

Positive attitude towards 

risk taking  
.024 .495 .621 .932 1.073 

Negative attitude towards 

risk taking  
-.008 -.213 .831 .896 1.116 

Self-efficacy persistence .320 7.461 .000 .700 1.429 

Self-efficacy effort .077 .792 .429 .512 1.955 

Self-efficacy initiative .187 2.422 .056 .625 1.601 

 

7.4.3 Cognitive characteristics and SMEs growth  

Similarly, significant factors found in the univariate analysis with respect to the cognitive 

characteristics are examined simultaneously in the multiple regressions. But before the regression 

was conducted, correlation among the variables was examined. The correlation matrix table 

reveals that the variable positive attitude towards venture creation and growth is highly 

correlated with a number of variables (Table 0-14). This finding indicates the presence of 

multicollinearity. Furthermore, we tested the presence of multicollinearity by examining the 

tolerance value and the VIF value (Table 0-15 and Table 0-16). The Tolerance value for this 

factor (positive attitude towards venture creation and growth) is 0.141, indicating that 99% of its 

variance is accounted for by other factors in the equation. Since attitude towards 

entrepreneurship was measured by two factors, we decided to drop the factor positive attitude 

towards venture creation and growth, and remain with the factor positive attitude towards risk 

taking and uncertain situations. Furthermore, in the univariate linear regression, planning style, 

start-up motives (strive for personal wealth and job dissatisfaction) and current motives (need 

for survival and status, role models and need for personal wealth and independence) were not 

significantly related to the majority of the growth measures and, as such, were not included in the 

multiple regressions. 

The regression models with regard to the relationship between cognitive characteristics and 

SMEs growth are shown in Table 7-70 and Table 7-71. An analysis of Tolerance and VIF values 

did not reveal any potential multicollinearity problems. When growth is measured in terms of 

sales, the results indicate that a high level of entrepreneurial alertness, creating style and role 

models (start-up motive) significantly predict sales growth. With regard to assets growth, the 

findings indicate that a high level of entrepreneurial alertness, creating style, role models (start-up 
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motive) and a desire to build a successful business (current motive) are good predictors of 

positive assets growth. From these findings, it is obvious that three factors (high levels of 

entrepreneurial alertness, creating style and start-up motive role models) will represent the 

cognitive factors in the SEM when measuring sales growth in both periods. Furthermore, 

entrepreneurial alertness, creating style, start-up motive (role models) and current motive (the 

desire to build a successful business) present the cognitive characteristics when the assets growth 

measure is used. 

Table 7-70: Multiple regression results on cognitive characteristics and SMEs growth (5 year 
period) 

SMEs 

growth 

measures 

Characteristics B t-value Significance Tolerance VIF R2 

Sales 

(Constant) -1.926 -5.129 .000   

 

.714 

Low alertness -.012 -.562 .574 .700 1.428 

High alertness .111 4.170 .000 .608 1.646 

Positive attitude towards 

risk taking and uncertain 

situations 

-.036 -1.200 .231 .833 1.200 

Knowing style -.112 -1.437 .067 .588 1.701 

Creating style .918 15.449 .000 .566 1.768 

Survival (start-up motive) -.014 -.723 .470 .876 1.141 

Desire for independence 

(start-up motive) 
.002 .068 .946 .610 1.640 

Role models (start-up 

motive) 
.046 2.890 .004 .874 1.145 

Need for independence 

and recognition (current 

motive) 

-.003 -.109 .913 .717 1.395 

Desire to build a successful 

business (current motive) 
.017 .653 .514 .663 1.509 

Assets 

(Constant) .428 1.064 .288   

.508 

Low alertness -.066 -.908 .254 .700 1.428 

High alertness .120 4.075 .000 .609 1.642 

Positive attitude towards 

risk taking and uncertain 

situations 

.022 1.277 .203 .878 1.140 

Knowing style -.140 -1.762 .089 .589 1.699 

Creating style .254 3.855 .000 .567 1.763 

Desire for independence 

(start-up motive) 
.080 1.971 .050 .610 1.639 

Role models (start-up 

motive) 
.077 2.288 .023 .835 1.197 

Need for independence 

and recognition (current 

motive) 

.001 .031 .975 .718 1.394 

Desire to build a successful 

business (current motive) 
.067 2.426 .016 .702 1.425 
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Table 7-71: Multiple regressions results on cognitive characteristics and SMEs growth (3 year) 
SMEs 

growth 

measure 

Characteristics B 
t-

value 
Significance Tolerance VIF R2 

Sales 

(Constant) -1.033 -1.834 .068   

 

.522 

Low alertness -.034 -1.101 .272 .700 1.428 

High alertness .092 2.301 .022 .608 1.646 

Positive attitude towards 

risk taking and uncertain 

situation 

.070 1.543 .124 .833 1.200 

Knowing style -.111 -1.242 .060 .588 1.701 

Creating style .642 7.203 .000 .566 1.768 

Survival (start-up motive) -.069 -1.389 .068 .876 1.141 

Desire for independence 

(start-up motive) 
-.021 -.381 .703 .610 1.640 

Role models (start-up 

motive) 
.051 2.142 .033 .874 1.145 

Need for independence and 

recognition (current motive) 
.078 1.680 .094 .717 1.395 

Desire to build a successful 

business (current motive) 
.035 .918 .359 .663 1.509  

 

 By comparing the outcomes of the multiple regression results with univariate regression results, 

we find that the former provide more significant variables than the latter. In other words, not all 

independent variables make a unique, significant contribution within the multiple regression 

models.  

7.4.3.1 Correlation 

The multiple regression analyses in the previous sections have provided information about the 

factors which best explain the growth of SMEs in terms of sales and assets. The insignificant 

factors have been identified as well and will not be included in the SEM. The next step is to run 

a SEM, but before we did so, we computed the correlations among the variables which are used.  

The results from these correlations are presented in Table 7-72. An inspection of the table 

reveals that most of the variables are correlated to each other. However, these correlations are 

still falling in the acceptable range (-0.7 and +0.7).  
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Table 7-72: Correlation among the variables used in the SEM analysis 

 1 2 3 4 5 6 7 8 9 10 11 12 

1 Industrial experience 1            

2 Workshop attended .561** 1           

3 Need for achievement .495** .458** 1          

4 Internal locus of control .481** .426** .680** 1         

5 Self-efficacy persistence .492** .513** .415** .302** 1        

6 High alertness .474** .489** .357** .402** .371** 1       

7 Creating styles .552** .641** .595** .457** .428** .516** 1      

8 Role models (start-up motive) .222** .187** .220** .219** .130* .165** .238** 1     

9 Desire to build a successful business 

(current motive)  
.357** .314** .453** .397** .245** .231** .347** .162** 1    

10 Sales growth 3 year period .591** .639** .372** .292** .425** .585** .648** .470** .583** 1   

11 Sales growth 5 year period .606** .644** .352** .313** .432** .563** .814** .470** .542** .649** 1  

12 Assets growth 5 year period .575** .508** .337** .262** .399** .528** .568** .505** .411** .506** .571** 1 

**. Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed). 

7.4.4 Structural Equation Modelling 

The hypothesised model as depicted in Figure 7-1 was tested using SEM; AMOS version 16 was 

used for this purpose. Additionally, it should be recalled that in general SEM requires a larger 

sample relative to other multivariate approaches. Indeed, it is suggested that a sample size of 200 

to 400 is considered appropriate. The sample size of 300 used in this study seems adequate to 

meet this requirement.  

Figure 7-1 Adjusted research model (Indirect effect) 

 

 

 

 

 

 

 

 

 

 

 

 

Note: Desire to build a successful business (current motive) will be used only when assets growth measure is used 

Cognitive characteristics 
High alertness, creating style, role 
models (start-up motive), desire to 
build a successful business (current 
motive) 

 

Personality traits 
Need for achievement, internal locus of 
control, self-efficacy persistence 
 

SMEs GROWTH  

Sales growth 

Assets growth 

Demographic characteristics 
Workshops, 
Previous experience 
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Accordingly, three indices were used to evaluate the model fit. These include Chi-square test, 

Comparative Fit Index (CFI) and Root Mean Error of Approximation (RMSEA). The Chi-

square test is used to assess the accuracy of the fit between the predicted and obtained 

covariance matrices. A non-significant Chi square of p>.05 indicates a satisfactory fit (Hair et al 

2006). Likewise, CFI tests the improvement fit between the independence model (where there 

are no relationships between variables) and the proposed model.  The index ranges from 0 to 1, 

with 0.90 or greater representing an acceptable fit. The RMSEA index measures the difference 

between the observed and estimated models per degree of freedom. RMSEA values of 0.06 or 

less indicate a close fitting model; values of up to 0.08 indicate reasonable fit and those larger 

than 0.10 indicate poor fitting models.   

7.4.4.1  Model 1: Indirect effect of personality traits on sales growth (5 year period) 

As shown in Figure 7-2, our hypothesised model fits the data well (Chi-square=33.950 with 25df, 

p=.109, RMSEA=.035, CFI=0.991). The findings suggest that there is no direct relationship 

between personality traits and sales growth (p=.380) (see Table 7-73). In support of our 

proposed hypothesis 4.1, personality traits showed a significant positive effect on cognitive 

characteristics (p=.001). Furthermore, the path from cognitive characteristics to sales growth was 

significant positively related (p = .001). The findings revealed insignificant coefficients between 

personality traits and sales growth, suggesting that there is no direct relationship between the 

two. These results may suggest that personality traits are important predictors of sales growth 

but that they work primarily through cognitive characteristics. This indirect effect was examined 

and tested for significance in AMOS. Table 7-75 and Table 7-76 display the results. These tables 

provide an overview of the total effects, standardised direct effects and standardised indirect 

effects. The total direct effect is the result of the direct effect and the indirect effects. As shown 

in these tables, concerning the effect of personality traits on sales growth, the standardised total 

of 0.55 is made up of -0.05 direct effect and 0.60 indirect effect which is mediated through 

cognitive characteristics. These results suggest that personality traits have no direct effect on 

sales growth but affect sales growth indirectly through cognitive characteristics, thereby 

confirming hypothesis 4.2.  
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Figure 7-2: Indirect effect of personality trait on sales growth (5 year period) 

 
 Not significant   Significant 

 
 
Table 7-73: Standardised regression weight  

   Estimate 
Standard  

error 
t-value P-value 

Need for achievement <--- Personality traits .71    

Internal locus of control <--- Personality traits .68 .166 8.994 .001 

Self-efficacy persistence <--- Personality traits .66 .119 8.804 .001 

Role models (start-up motive) <--- Cognitive characteristics .88    

Creating style <--- Cognitive characteristics .61 .058 11.721 .001 

High  alertness <--- Cognitive characteristics .66 .047 20.586 .001 

Cognitive characteristics <--- Personality traits .66 .121 8.267 .001 

Sales growth (5 years) <--- Personality traits -.05 .115 -.878 .380 

Sales growth (5 years) <--- Cognitive characteristics .92 .079 14.696 .001 

Sales growth (5 years) <--- Previous experience .01 .013 .117 .907 

Sales growth (5 years) <--- Workshops attended .10 .013 3.107 .002 
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Table 7-74: Standardised total effects 

 Workshops attended Experience 
Personality  

traits 

Cognitive  

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Sales 5 year period .10 .00 .55 .92 
 

Table 7-75: Standardised direct effects 

 Workshops attended Experience 
Personality  

traits 

Cognitive  

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Sales 5 year period .10 .00 -.05 .92 
 

Table 7-76: Standardised indirect effects  

 
Personality 

 traits 

Cognitive  

characteristics 

Cognitive characteristics .00 .00 

Sales 5 year period .60 .00 

7.4.4.2  Model 2: Indirect effect of personality traits on assets growth (5 year period) 

 Figure 7-3 shows that our hypothesised model fits the data well (Chi-Square =39.786, with 33df, 

p=.194, RMSEA=.026, CFI =.994). The path coefficient between personality traits and cognitive 

characteristics is significant (p<0.05), which supports our hypothesis 4.1. As seen in Table 7-77 

the direct relationship between personality traits and assets growth is not significant (p=.316).  

Furthermore, the indirect effect of personality traits on assets growth was examined and tested 

for significance in AMOS. Table 7-78, Table 7-79 and Table 7-80 display the results. As shown 

in these tables, the standardised total of 0.56 is made up of -.06 direct effect and 0.62 indirect 

effect which is mediated through cognitive characteristics. That means that personality traits 

have no direct effect on assets growth, but affect assets growth indirectly through cognitive 

characteristics (thereby confirming hypothesis 4.2). In addition, the squared multiple correlations 

show that the predictor variables accounted for 80.0% of the variance of assets growth. 
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 Figure 7-3: Indirect effect of personality trait on assets growth (5 year period) 

 
 Not significant   Significant 

Table 7-77: Standardised regression weights 

   Estimate 
Standard 

error 

t-

value 

P-

value 

       

Need for achievement <--- Personality traits .71    

Internal locus of control <--- Personality traits .68 .165 9.009 .001 

Self-efficacy persistence <--- Personality traits .66 .119 8.855 .001 

Role models (start-up motive) <--- 
Cognitive 

characteristics 
.87    

Creating style <--- 
Cognitive 

characteristics 
.62 .059 11.891 .001 

High alertness <--- 
Cognitive 

characteristics 
.88 .048 20.397 .001 

Desire to build a successful business 

(current motive) 
<--- 

Cognitive 

characteristics 
.68 .069 13.605 .001 

Cognitive characteristics <--- Personality traits .66 .119 8.327 .001 

Assets 5 year period <--- Personality traits -.06 .113 -1.003 .316 

Assets 5 year period <--- 
Cognitive 

characteristics 
.93 .079 14.992 .001 

Assets 5 year period <--- Previous experience -.02 .014 -.680 .497 

Assets 5 year period <--- Workshops attended .06 .012 2.009 .044 
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Table 7-78: Standardised total effects  

 Previous 

experience 

Workshops 

attended 

Personality 

traits 

Cognitive 

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Assets 5 year period -.02 .06 .56 .93 

 

Table 7-79: Standardised direct effects 

 
Previous 

 experience 

Workshop 

attended 

Personality  

traits 

Cognitive  

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Assets 5 year period .06 -.02 -.06 .93 

 

Table 7-80: Standardised Indirect Effects  

 
Personality  

traits 

Cognitive  

characteristics 

Cognitive characteristics .00 .00 

Assets 5 year period .62 .00 

Model 3: Indirect effect of personality traits on sales growth (3 years period) 

As seen in the Figure 7-4 and Table 7-81, the overall fit was acceptable (Chi-Square = 31.481 

with 25df, p=.174, RMSEA=.029, CFI =.993). Once again, personality traits showed a 

significant positive effect on cognitive characteristics (p = 0.01), thereby confirming sub-

hypothesis 4.1. Furthermore, as seen in Figure 7-4 and in Table 7-81 the direct relationship 

between personality traits and sales growth measured in a 3 year period is not significant. The 

indirect effects were also examined and tested for significance in AMOS. Table 7-82, Table 7-83 

and Table 7-84 display the results. As shown in these tables, the standardised total of 0.59 is 

made up of 0.19 direct effect and 0.40 indirect effect which is mediated through cognitive 

characteristics. These results suggest that personality traits have no significant direct effect on 

sales growth (measured in a three year period) but affect sales growth (measured in a three year 

period) indirectly through cognitive characteristics, thereby confirming hypothesis 4.2. 

Furthermore, the squared multiple correlations show that 57.0% of the variance is accounted for 

by joint influences of the predictor variables (Figure 7-4). 
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Figure 7-4: Indirect effect of the personality trait on sales growth (3 year period) 

 
 Not significant   Significant 

 
Table 7-81: Standardised regression weights 

   Estimate 
Standard 

error 

t-

value 

P-

value 

Need for achievement <--- Personality traits .71    

Internal locus of control <--- Personality traits .68 .163 9.177 .001 

Self-efficacy persistence <--- Personality traits .65 .118 8.952 .001 

High alertness <--- Cognitive characteristics .87 .051 18.588 .001 

Creating style <--- Cognitive characteristics .61 .059 11.374 .001 

Role model (start-up motive) <--- Cognitive characteristics .89    

Cognitive characteristics <--- Personality traits .66 .122 8.305 .001 

Sales 3 year period <--- Personality traits .19 .166 1.609 .054 

Sales 3 year period  <--- Cognitive characteristics .61 .103 8.763 .001 

Sales 3 year period <--- Previous experience -.04 .019 .871 .384 

Sales 3 year period <--- Workshops attended .08 .020 2.054 .040 
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Table 7-82: Standardised total effect 

 
Previous  

experience 

Workshops 
attended 

Personality  

traits 

Cognitive 

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Sales 3 year period .08 -.04 .59 .61 

 

Table 7-83: Standardised direct effects  

 
Previous  

experience 
Workshops 

attended 
Personality  

traits 
Cognitive  

characteristics 

Cognitive characteristics .00 .00 .66 .00 

Sales 3 year period .08 -.04 .19 .61 

 

Table 7-84: Standardised indirect effects  

 Personality traits Cognitive characteristics 

Cognitive characteristics .00 .00 

Sales 3 year period .40 .00 

 

7.4.5 Comparing the different models 

Our hypothesised models fit the data well, and all three models showed poor path coefficients 

between personality traits and SMEs growth.  This finding suggests that the direct effect between 

personality traits and SMEs growth is absent. Furthermore, the personality traits showed a strong 

positive effect on cognitive characteristics in all models. In general, the findings revealed that 

(workshops attended and) cognitive characteristics had significant direct effects on SMEs growth 

while personality traits had significant indirect effects on SMEs growth. Therefore, the type of 

the relationship between personality traits and SMEs growth is indirect rather than direct. Based 

on this finding, sub-hypothesis 4.1 and 4.2 are fully accepted.  

7.5  Summary of the sub-hypotheses tested 

Table 7-85 summarises the results of the hypotheses tests that have been presented above. Of all 

16 sub-hypotheses, seven are fully accepted, seven are partially accepted, and two are fully 

rejected. 
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Table 7-85:  Summary of the hypotheses tested 
 Demographic characteristics 

H 1.1 Entrepreneur age Fully rejected 

H 1.2 Entrepreneur education Partially accepted  

H 1.3 Entrepreneur experience Partially accepted  

H 1.4 Entrepreneur family background Fully accepted  

 Personality traits (1) 

H 2.1 Need for achievement Fully accepted  

H 2.2 Locus of control Fully accepted  

H 2.3 Innovativeness behaviour Fully accepted  

H 2.4 Risk taking propensity Partially accepted  

H 2.5 Tolerance for ambiguity Fully rejected 

H 2.6 Self-efficacy Partially accepted  

 Cognitive characteristics 

H 3.1 Entrepreneurial alertness Fully accepted  

H 3.2 Attitude towards entrepreneurship Partially accepted  

H 3.3 Cognitive styles Partially accepted  

H 3.4 Entrepreneurial motivation Partially accepted  

 Personality traits (2) 

H 4.1 Personality traits positively related to cognitive characteristics Fully accepted 

H 4.2 Personality traits have an indirect effect on SMEs growth through 

cognitive characteristics 

 

Fully accepted  
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Chapter 8. Discussions of the findings 

8.1 Introduction 

In this chapter, we discuss the findings presented in Chapter 7. We begin by discussing the 

influence of the demographic characteristics on the growth of SMEs, followed by a discussion of 

the influence of the personality traits on the growth of SMEs. Next is a discussion not only of 

the influence of the cognitive characteristics on the growth of SMEs but also of the indirect 

effects of the personality traits on the growth of SMEs. This is followed by a discussion of the 

implications of using different choices with respect to growth indicators and time spans when 

measuring the growth of a firm. We conclude with a discussion of the applicability of the 

western theories in the Tanzanian cultural context.  

8.2 Discussion of the findings 

The primary objective of this study was to understand the influence of the characteristics of the 

entrepreneur on the growth of SMEs. Following a comprehensive review of the literature 

concerning the characteristics of entrepreneurs and the growth of SMEs, four research 

objectives were examined: 

 The influence of demographic characteristics of entrepreneurs on the growth of SMEs;  

 The influence of personality traits of entrepreneurs on the growth of SMEs; 

 The influence of cognitive characteristics of entrepreneurs on the growth of SMEs; 

 Simultaneously the direct and the indirect effect of characteristics of entrepreneurs on 

the growth of SMEs. 

The research objectives stated above led to the development of the 16 hypotheses. Of the 16 

hypotheses, seven are fully accepted, seven are partially accepted and two are fully rejected. A 

discussion of each hypothesis follows in the next section.  

8.2.1 Demographic characteristics 

The first hypothesis tested the positive influence of the demographic characteristics of 

entrepreneurs on the growth of SMEs. As stated in Chapter 6, four characteristics (age, 

education, experience, and family background) were used to represent the demographic 

characteristics. It should also be recalled that the entrepreneurs‟ education and experience were 

measured in various ways. Three aspects were used to measure education, namely, the level of 

formal education, carpentry education and workshops. Likewise, three types of experience were 

used to measure experience: entrepreneurial, managerial and industrial. The growth of SMEs was 

measured in terms of sales, assets and employment. From the findings, it becomes clear that the 
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entrepreneurs‟ education, previous experience and family background all influence the growth of 

SMEs.  

Specifically, among the variables used to measure education it is only ´workshops attended´ that 

was found to have a significant influence on the growth of SMEs. This positive relationship is 

consistent across all the five approaches used in this study. This result suggests that workshops 

attended by entrepreneurs equip them with the knowledge and skills which are needed in order 

to run a firm successfully. In spite of the importance of workshops for SMEs growth, the finding 

shows that the majority of the entrepreneurs have never attended workshops since starting their 

business. In fact, the data suggest that only 43.0% of the respondents have attended workshops 

since starting their current business. This is consistent with the observation of Webster, Walker 

and Brown (2005) that SMEs tend to focus on the informal transfer of skills rather than on 

formal training. However, those who had attended workshops were more likely to own firms 

that had experienced business growth in terms of sales, assets, and employment. This is also 

consistent with the contention of Brush, Greene and Hart (2001) and Jayawarna, Macpherson 

and Wilson (2007), that workshops and training are important sources of skills and technical 

knowledge for successful entrepreneurship.   

It has also been demonstrated that vocational training influences the formation and growth of 

SMEs (Pankhurst 2010). In this study, we did find a partial support for this argument. 

Specifically, we found that entrepreneurs who have obtained carpentry education offered by 

various vocational training colleges were more likely to see their businesses growing in terms of 

sales and assets. This study is also consistent with an African study conducted by McPherson 

(1992) in which it was found that entrepreneurs with vocational training had firms that grew 

faster than firms run by entrepreneurs without such training.  

Previous research indicates that the entrepreneurs‟ level of formal education is a significant 

determinant of the growth of SMEs (Unger et al. 2009a). In this study, although the level of 

education of the entrepreneur is positively related to the growth of SMEs, the strength of this 

relationship is not statistically significant. This suggests that the level of formal education does 

not matter in explaining the growth of SMEs in Tanzania. Although this result is also found in 

another African study (McPherson 1992), we do not have a clear explanation for this. In fact, 

this is surprising and raises an important question regarding the value of the formal education 

acquired by these entrepreneurs. However, this result should be read with some caution, because 

the lack of significance could be due to the fact that the majority of the entrepreneurs in this 

sample have low levels of formal education. Indeed, in our study 71.4% were found to have 
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either attained only primary school education or never to have attended school. Alternatively, 

this finding might partially be due to the fact that only the level, and not the type of formal 

education, is considered in this analysis.  

Another interesting finding was the significant influence of previous experience on the growth of 

SMEs. In particular, this study suggests that entrepreneurs who have previous experience in the 

industry in which the current business is based were more likely to see their business growing in 

terms of sales, assets, and employment. These results support the findings from previous studies 

in which work-experience in the same sector seems to create the knowledge and skills which are 

needed in order to run a firm successfully (Jo and Lee 1996; Lee and Tsang 2001; Dobbs and 

Hamilton 2007; Unger et al. 2009a).  

Moreover, several scholars have pointed out the importance of entrepreneurs‟ previous 

managerial experience as a predictor of the growth of SMEs. These scholars argue that the 

knowledge acquired through business management enhances the entrepreneurs‟ ability to 

manage businesses successfully. The empirical results in this study show partial support for these 

arguments. Consistent with our initial assumption, the results show a positive and significant 

relationship between managerial experience and the growth of SMEs in terms of sales and assets. 

This finding is consistent with the findings from previous studies discussed in Chapter Three. 

For example, several studies (Stuart and Abetti 1990; Lee and Tsang 2001; Shane and Khurana 

2003; Colombo and Grilli 2005; Unger et al. 2009a) have concluded that there is a general 

positive association between previous managerial experience and the growth of SMEs. One 

explanation for this result is that those entrepreneurs who have previously managed a business 

would have gained valuable knowledge in management. This knowledge would enable them to 

more easily overcome the problems experienced when the business grows (Storey 1994; 

Papadaki and Chami 2002; Shane 2007).  

Furthermore, there was no evidence to support the significant influence of entrepreneurial 

experience on the growth of SMEs. This finding may be surprising, considering previous 

research as discussed in Chapter 3. However, Brush, Greene and Hart (2001) have pointed out 

that entrepreneurial experience is often a criterion that influences start-up funding success, rather 

than something that predicts later firm performance. An alternative explanation for this absence 

of relationship may be that knowledge of whether or not there has been previous involvement in 

venture creation does not provide us with accurate information as to whether these start-up 

experiences have yielded the necessary skills that are supposed to influence the growth of SMEs. 
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This finding may also be due to the fact that over half (59.3%) of the entrepreneurs in our 

sample had no prior entrepreneurial experience, as the current business was their first venture.  

The variable family background is one of the great interests in the literature. It is suggested that 

individuals whose parents or close relatives were/are self-employed are not only likely to operate 

a business, but also to outperform others (Storey 1994; Papadaki and Chami 2002; Shane 2007). 

In this study, we also found that over half (63.0%) of the entrepreneurs in our sample came from 

an entrepreneurial family. Furthermore, we found that entrepreneurs who came from 

entrepreneurial families are more likely to experience growth in their businesses than people 

without such a background. This is consistent with the contention that children of entrepreneurs 

are more likely to become successful businesses owners than children of other people (Rose, 

Kumar and Yen 2006; Sørensen 2007; Mungai and Velamuri 2010). These entrepreneurs are 

more likely to be successful in their businesses because they have been raised in an environment 

that facilitates a process of human capital accumulation. Indeed, entrepreneurs raised in an 

entrepreneurial family background are aware of the challenges they will have to face and are 

better prepared to seek and find solutions to the problems that will arise (Meccheri and Pelloni 

2006). Apart from the knowledge accumulation, they may also have easier access to informal and 

formal networks of suppliers, clients and venture capitalists, of which they can take advantage 

(Sørensen 2007; Mungai and Velamuri 2010). For instance, we found that the majority of the 

entrepreneurs raised in an entrepreneurial family claimed to be involved in various informal 

networks (See appended Table 0-17 and Table 0-18). 

Contrary to what was expected, the age of the entrepreneur was not significantly related to SMEs 

growth in this study. This is, however, not surprising, because some of the previous studies have 

also found the same results. For instance, Stuart and Abetti (1990) have found that the age of the 

entrepreneur is not related to performance. In this study, the non-significant result may be 

attributed to the fact that the majority of the entrepreneurs in our sample are in the same age 

category. Actually, almost half of the respondents were between 30 and 40 years of age at the 

time of the interview.   

The findings that vocational carpentry education and managerial experience are not related to 

employment growth were unexpected. With respect to vocational carpentry education, it is 

possible that most of the owner-managers who have received carpentry education feel reluctant 

to employ an additional worker. Since these entrepreneurs already have carpentry skills, it could 

well be that they do not need extra carpentry skills through hiring new employees who could 

contribute their talent. Perhaps it takes times for these entrepreneurs to employ an additional 
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worker. This argument corresponds to Kessy and Temu (2010), who revealed that the majority 

of the entrepreneurs in Tanzania employ an additional worker only after a long period of 

accumulating assets and revenue.  

Furthermore, it is difficult to explain why managerial experience was not significantly related to 

employment growth. The possible reason for this result could be largely attributed to the 

methodological approaches used. This might be an indication that factors affecting sales or assets 

do not necessary affect employment growth. For example, Delmar (1997) examined both growth 

in sales and in the number of employees and found that factors affecting sales were not always 

the same as those affecting the number of employees. Jansen (2009) also shared a similar view 

and suggested that sales and employment measures are not interchangeable criteria for measuring 

the growth of SMEs.  

8.2.2 Personality traits 

Our study also examined the relationship between personality traits and the growth of SMEs. 

Personality traits in this study are need for achievement, locus of control, risk-taking propensity, 

innovativeness, tolerance for ambiguity and self-efficacy. The findings of this study suggest that 

certain personality traits exert an influence on the growth of SMEs. More specifically, we did 

find that need for achievement, internal locus of control and innovativeness have positive 

implications for all growth measures used in this study. Therefore, we found full support for the 

contention that entrepreneurs who have a higher need for achievement, higher internal locus of 

control and show more innovativeness are more likely to see their businesses grow. Likewise, we 

found partial support for the argument that risk-taking propensity and self-efficacy are important 

predictors of the growth of SMEs. In general, these findings are consistent with the findings 

from previous studies (Frese 2000; Rauch and Frese 2007b; Rauch and Frese 2007a; Shane 

2007). This finding also justifies the recent suggestion by Ardichvili, Cardozo and Ray (2003), 

Rauch and Frese (2007b) and Zhao, Seibert and Lumpkin (2010) that personality traits should be 

included in studies that aim to understand the process of how success develops. These findings 

also mean that the scales used to measure each of these characteristics seem to have great 

generality and validity across different national contexts. 

Furthermore, we did find that the external locus of control, a tendency to take risks and self-

efficacy (both initiative and effort) have significant implications on business growth in terms of 

both sales and assets. However, we did not find any significant association between these 

characteristics and employment growth. With respect to the tendency to take risks and self-
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efficacy it could well be that the entrepreneurs in our sample may have a higher tendency to take 

risks and put more effort and take initiatives in relation to other business outcomes, such as sales 

or assets growth, rather than focusing on promoting employment growth. Additionally, it is 

difficult to explain why external locus of control was not significant related to the employment 

growth. Perhaps the factors which affect sales or assets do not necessary affect employment 

growth (Jansen 2009).  

Contrary to the findings from previous studies, our empirical findings show that tolerance for 

ambiguity has a negative effect on sales and assets growth. This finding suggests that those 

entrepreneurs who scored low on this trait were performing well. On the other hand, those 

entrepreneurs who scored higher on this trait were doing badly. However, this result should be 

read with caution because the negative significance could be the consequence of the high 

number of individuals in our sample who had a low level of tolerance. Alternatively, the possible 

reason for this result could be attributed to the fact that the scale which was used to measure 

ambiguity tolerance lacks internal consistency. Actually, the measurement scale for tolerance for 

ambiguity had a low reliability. Other explanations for this inconsistency could be that ambiguity 

tolerance may affect how individuals respond to uncertain situations, but it may not positively 

affect the growth of SMEs. Alternatively, it could be concluded that differences in culture or in 

economic and political systems have rendered some of the western theories inapplicable to 

developing countries. 

8.2.3 Cognitive characteristics 

The third objective of this study was to examine the association between cognitive characteristics 

and the growth of SMEs. As mentioned in Chapter Six, four characteristics were examined in 

relation to the entrepreneurs‟ cognitive characteristics. These include: entrepreneurial alertness, 

entrepreneurial attitude, cognitive styles and entrepreneurial motivation. The overall pattern of 

the results provides general support for the four hypotheses developed with regard to the above-

mentioned relationship. Furthermore, these findings also mean that the scales used to measure 

each of these characteristics seem to have great generality and validity across different national 

contexts.  

The first hypothesis with regard to cognitive characteristics dealt with entrepreneurial alertness. 

In the literature, it is often argued that a high level of entrepreneurial alertness provides 

entrepreneurs with an increased ability to recognise successful opportunities that lead to business 

growth (Gaglio and Katz 2001; Baron 2005; Kirzner 2009). The results in this study seem to 
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support this argument as we found that high levels of entrepreneurial alertness are related to the 

growth of SMEs. Our empirical findings also suggest that low levels of entrepreneurial alertness 

hamper the growth of SMEs. This result also supports previous findings that pointed out that 

individuals with low alertness are less likely to be aware of the opportunities that may lead to 

future profits (Olomi 2001; Baron 2004; Shane 2007). 

The next hypothesis dealt with the attitude towards entrepreneurship. Two factors were used to 

measure the entrepreneurs‟ attitude towards entrepreneurship. These include: a positive attitude 

towards venture creation and growth and a positive attitude towards risk-taking and uncertain 

situations. In general, our results suggest that attitude towards entrepreneurship has a significant 

positive effect on firm growth. Specifically, the hypotheses regarding positive attitudes towards 

venture creation and growth are supported by all growth measures used in this study. This result 

supports earlier findings that point out that entrepreneurs‟ attitudes towards business growth are 

among the key factors for successful business (Davidsson 1989; Wiklund and Shepherd 2003). 

Further, positive attitudes towards risk-taking and uncertain situations were only related to sales 

and assets growth. This finding suggests that successful entrepreneurs in our sample are inclined 

to involve their business in situations that may involve risks. In general, these findings show a 

partial support for the contention that attitude towards entrepreneurship is a good predictor for 

firm growth. In fact, this finding adds to the growing body of research that focuses on 

understanding the relationship between attitudes towards entrepreneurship and firm 

performance (Wiklund and Shepherd 2003a; Torimiro and Onco-Adetayo 2005; Kolvereid and 

Isaksen 2006; Caliendo, Fossen, and Kritikos 2009)  

Furthermore, we found a significant association between cognitive styles (knowing, planning, 

and creating) and the growth of SMEs. More specifically, our results suggest that a creating style 

is positively related to all growth measures used while a knowing style is negatively related to 

sales and assets growth. Indeed, the knowing style is characterised by a focus on facts and 

figures, a high level of rationality and avoidance of risks (Cools and Van den Broeck 2007). 

These characteristics might imply that people with these styles see more risks in business and 

experience a higher level of uncertainty which limits their eagerness to search for growth. Our 

findings also suggest that the entrepreneurs of the firms that grew prefer to think in a creative 

way when making business decisions. These findings may also be viewed in the light of previous 

research. For example, Allinson, Chell and Hayes (2000) observed that a creating style showed a 

significant positive relationship with business growth. Creating style, therefore, appears to be the 
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relevant factor in explaining the growth of SMEs. On the contrary, knowing style impedes sales 

and assets growth, whereas planning style has no effect on the growth of SMEs. 

The last hypothesis regarding cognitive characteristics dealt with entrepreneurial motivations. 

Two sets of entrepreneurial motives that may influence the growth of SMEs were distinguished 

in this study. These include: start-up motives and current motives. With regard to start-up 

motives, our results found partial support for the notion that pull motives have positive 

implications on SMEs growth in terms of both sales and assets. This is also consistent with 

previous studies (Kolvereid 1992; Burke, Fitzroy and Nolan 2002; Cassar 2007) which showed 

that entrepreneurs who are strongly motivated by pull factors perform better in their businesses, 

since they devote more time and energy to the business. In contrast, push factors appeared to 

have a negative effect on the growth of SMEs. An explanation for this could be that 

entrepreneurs who enter into business motivated by push factors are less well equipped or less 

committed to engage in business. Additionally, since their primary goal is only to survive, growth 

motivations might well as be of little importance to them. Accordingly, they may have a desire to 

discontinue their entrepreneurial activity once well-paid employment is available to them.  

Among the current motives studied, a positive effect is again found between entrepreneurs‟ pull 

factors and SMEs growth. This finding suggests that the entrepreneurs‟ primary reasons for 

continuing to do business do affect the growth of their firms. In fact, people who are positively 

motivated are more likely to see their businesses grow. Furthermore, we did not find any 

significant association between current push factors and SMEs growth. Therefore, entrepreneurs 

who are doing business so that they can earn a living are less likely to see their business grow. 

Since their primary motive is to survive, growth is of little importance to them. This finding is 

consistent with the arguments that many of the entrepreneurs who are in business because they 

want to survive do not think about the long term future of their business, including whether or 

how much they want the business to grow (Chu, Benzing, and McGee 2007; Benzing, Chu, and 

Kara 2009).   

The finding that entrepreneurial alertness, a positive attitude towards risk taking and uncertain 

situations, a knowing style and entrepreneurial motivations are only significant in relation to sales 

and assets growth and not to employment growth was unexpected. We do not have a clear 

explanation for these results. It could be that, employment, on the one hand, and sales and 

capital on the other hand are not interchangeable criteria for measuring firm growth (Delmar 

1997; Jansen 2009). 
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Furthermore, it was found that push factors (or negative motivators) were not very important 

when starting one‟s own firm in Tanzania. This finding suggests that most entrepreneurs in 

Tanzania are generally motivated by pull factors. This is consistent with previous studies, which 

suggest that most of the entrepreneurs are motivated by positive reasons (Mitchell 2004; 

Kirkwood 2009). However, it contradicts earlier findings that claim that push motives are more 

important than pull motives in developing countries (Chu, Benzing, and McGee 2007; Benzing, 

Chu, and Kara 2009).  

8.2.4 Indirect effect of the personality traits 

The fourth hypothesis examined the indirect effect of personality traits in explaining SMEs 

growth. Entrepreneurship researchers have pointed towards the likelihood that personality traits 

work in conjunction with other factors in explaining the growth of a firm (Krauss et al. 2005; 

Rauch and Frese 2007b; Shane 2007; Rauch and Frese 2007a; Chell 2008; Rauch et al. 2009). 

Alternatively, other factors mediate the relationship between the personality traits and the growth 

of SMEs. This thesis considers the fact that personality traits work through cognitive 

characteristics in explaining the growth of SMEs. The findings of this study provide strong 

support for the hypothesised relationship. In fact, we found that when the characteristics of the 

entrepreneurs are examined simultaneously in the structural equation modelling approach, the 

direct relationship between personality traits and SMEs growth is very weak. On the other hand, 

we found that personality traits have a significant influence on SMEs growth through cognitive 

characteristics. This finding implies that cognitive characteristics are the necessary mediators of 

the link between personality traits and SMEs growth. That is, without cognitive characteristics, 

personality traits may have a minimal or no effect on the growth of SMEs. This finding is 

consistent with the previous findings and suggestions that factors such as personality traits affect 

SMEs growth through other variables (Baum, Locke, and Smith 2001; Baum and Locke 2004; 

Poon, Ainuddin and Junit 2006). This result offers an explanation as to why other researchers 

have failed to find a significant relationship between personality traits and SMEs growth. The 

inability to find any significant relationship between personality traits and the growth of SMEs 

might be attributed to the fact that most of these studies only tested for a direct relationship. 

This result also offers an explanation as to why other scholars continue to point out the 

importance of the personality traits of an entrepreneur on the growth of the firms (Shane 2007; 

Rauch and Frese 2007b).  
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Furthermore, the findings reveal that at a structural level not all factors have a significant direct 

relationship with SMEs growth. In fact, our finding indicates that, among all factors considered, 

only cognitive characteristics and workshops attended have significant direct effects on sales and 

assets growth.  

8.2.5 Different indicators of growth 

Comparing the results for the growth measures used in this study, we see that sales and assets 

growth measures are pretty much affected by the same variables. Furthermore, the results 

suggest that among the factors studied only a few factors can explain employment growth. 

Apparently, employment, on the one hand, and sales and assets on the other are not 

interchangeable criteria for measuring firm growth (Delmar 1997; Jansen 2009). This finding may 

also be based on the argument that in measuring the growth of SMEs the number of employees 

changes slowly compared to other indicators such as sales generated or assets accumulated 

(Kessy and Temu 2010). In fact, it has been argued that sales growth is chronologically the first 

form of growth, followed by other indicators such as employment or assets (Jansen 2009). A 

possible explanation could be that Tanzanian entrepreneurs employ an additional worker only 

after a long period of accumulating assets and sales, which increases business operations and 

therefore demand for more workers. Additionally, owing to the nature of the businesses studied 

(furniture sector) another alternative explanation might be that these firms are more likely to 

bring in more machinery (working tools) rather than employ more people, and thus grow 

without increasing the number of employees. Other factors may also play a role when it comes 

to hiring additional people; people could be hired because they are relatives or friends. Rather 

than giving them food for nothing they are given the opportunity to work for the company and 

thereby have money to buy food. Our study also supports the argument posed by Jansen (2009) 

that employment, sales and assets cannot be considered as interchangeable conceptualisations of 

the same phenomenon. 

8.2.6 Measurement period 

In this study, SMEs growth in terms of sales and employment was measured over two time 

spans, namely a three-year period and a five-year period. After comparing the results across these 

two time spans, we concluded that both time spans yield more or less similar results. This result 

is in line with the recent work of Shepherd and Wiklund (2009), who found a high concurrent 

validity across one and three year time spans. However, before reaching a conclusion it should 

be remembered that both sales and assets growth were measured using subjective measures. 
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8.2.7 Applicability of western theories to the Tanzanian context 

In general, our findings indicate that some of the theories related to entrepreneurial 

characteristics are applicable in the Tanzanian context. In particular, we found significant 

relationships between SMEs growth on the one hand and certain demographic characteristics, 

personality traits and cognitive characteristics on the other. Many of these characteristics are 

typically considered the characteristics which influence growth in western countries. Thus, our 

findings provide evidence for the notion that some of the personal characteristics which 

influence the growth of SMEs are universal across countries or cultures (Nguyen and Nguyen 

2008). This argument also corresponds to Mitchell et al. (2000) who asserted that many of the 

entrepreneurial tasks tend to be similar across countries and, as a result, there may be similarities 

in the characteristics of entrepreneurs across countries.  

Our findings are also in line with other studies conducted both in developing and post-socialist 

countries, which suggest that characteristics of the entrepreneurs may be common across 

cultures. For example, a study done by Ageev, Gratchev and Hisrich (1995) found that the 

personality traits exhibited by Russian entrepreneurs were similar to those of entrepreneurs in 

the United States. Similar consistent results have been found in African studies. For instance, 

Ramachandran and Shah (1999) examined the role of the entrepreneur in relation to the 

performance of SMEs in Sub-Saharan countries in Africa. Their findings were consistent with 

western-based entrepreneurship theories. Furthermore, Chu, Benzing and McGee (2007) 

surveyed entrepreneurs in Kenya and Ghana to determine their motivation for business 

ownership, entrepreneurial characteristics contributing to business success and the problems 

they encountered. Their findings suggest that most of the success factors cited by entrepreneurs 

both in Kenya and Ghana are typically considered the characteristics which influence growth in 

western countries.  

These findings were very interesting, bearing in mind that Tanzania used to be a socialist 

country, as already discussed in Chapter Five. Since Tanzania was indeed a socialist country then 

it could be expected that most of the theories developed in the western capitalist system would 

not hold within a Tanzanian context. In fact, it has been suggested that entrepreneurship culture 

in Tanzania is underdeveloped (Nchimbi 2002). Contrary to these observations, we found that 

there are similarities as far as developed countries and developing countries are concerned. We 

can explain this finding by speculating that since the majority of entrepreneurs come from 

entrepreneurial families, it could be possible that most of these characteristics were learned 

through participating in their parents' businesses. In fact, Schindehutte, Morris and Brennan 
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(2003) clearly suggest that the knowledge gains through exposure to a family business have a 

strong impact on one‟s cognitive development. This corresponds to Stavrou (1999), who 

asserted that entrepreneurs whose parents were entrepreneurs displayed greater entrepreneurial 

talent.  

While successful entrepreneurs globally may share some universal characteristics, it is reasonable 

to argue that there are other characteristics that might be more culturally determined. For 

instance, in this study we found that most entrepreneurs have a low tolerance of ambiguity. This 

is not surprising, as it has been suggested Tanzania is a country that goes out of its way to avoid 

uncertainty (Ifinedo and Usoro 2009). Furthermore, based on western theories, we expected that 

a positive relationship would exist between tolerance of ambiguity and the growth of SMEs. 

Surprisingly, we found that tolerance of ambiguity was not positively related to the growth of 

SMEs. Instead, we found the opposite, that tolerance for ambiguity was negatively related to the 

growth of SMEs. Given that having a low tolerance of ambiguity is likely to make one more 

narrow-minded or perhaps shut doors to exploration, it is interesting that this study found that 

entrepreneurs who have a low tolerance of ambiguity have experienced growth in their firms. 

This finding may reflect the unique context of Tanzania, and it is certainly worth further 

investigation. 
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Chapter 9. Conclusions, implications, limitations and future research 

9.1 Introduction 

This chapter presents the major conclusions derived from the study as well as the implications of 

the findings. It is divided into three main sections. The first section presents the conclusions 

regarding the hypotheses and indicators used to measure the growth of SMEs. This is followed 

by a discussion of the implications of the study findings in relation to the theory and practice. 

The chapter concludes with the limitations of the study and the suggested areas for future 

research. 

9.2 Conclusions 

The question as to why some firms grow while others do not is one of the most intriguing 

questions in the field of entrepreneurship. Research focused on addressing this question has 

investigated a wide variety of factors that might influence firm growth. These factors range from 

the characteristics of the entrepreneur to the factors related to the environment in which these 

businesses operate. The literature which addresses the factors for firm growth in Tanzania 

focuses on macro or external factors. Although some of the issues addressed in these studies 

have changed, the performance of the SME sector has not yet been impressive. This suggests the 

need to further investigate the factors that influence SMEs growth from different angles. Due to 

the crucial role played by individuals, several studies worldwide have acknowledged the 

importance of entrepreneurs for the growth of SMEs. Accordingly, Kuratko and Hodgetts 

(2001) have proposed that the effectiveness of the programmes aimed at the development of 

SMEs depend on a thorough understanding of the characteristics of the owner-managers (also 

referred to as entrepreneurs). In fact, most of the SMEs depend on the owner-managers for their 

survival and development. Without the owner-managers, not much happens in the firm because 

the owner-manager is usually the one who makes important decisions concerning products, 

markets, motivation of employees, expansion plans and other issues concerning the firm (Frese 

2000). Thus, this leads to the possibility that a big part of the difference in performance among 

SMEs can be explained by differences among the entrepreneurs (Hall 1995; Shane and Khurana 

2003; Shane 2007). Based on these observations, one can delineate the extent to which the 

characteristics of the entrepreneurs affect the growth of their firms. In this respect, the main 

objective of this study has been to examine the influence of the characteristics of the 

entrepreneurs on the growth of SMEs. To meet this objective, the study has specifically linked 

SMEs growth to demographic characteristics (age, education, experience and family background 

of the entrepreneur), personality traits (need for achievement, locus of control, risk taking 
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propensity, tolerance for ambiguity and self-efficacy) and cognitive characteristics 

(entrepreneurial alertness, attitude towards entrepreneurship, cognitive styles and entrepreneurial 

motivation). The growth of SMEs was measured by three different indicators: sales growth, 

assets growth, and employment growth.  Growth in sales and employment was measured over 

two time spans, namely: over a three-year period and over a five-year period. Growth in assets 

was measured over one time span only: a five-year period.  

Guided by the research hypotheses presented in chapter 4, this study carried out a cross-sectional 

design from which the data was collected through the survey method in order to attain this 

general objective. The data was collected between March 2008 and April 2009. Ultimately, 300 

entrepreneurs (representing SMEs) within the furniture sector in four different regions in 

Tanzania participated in the fieldwork study. Analysis of variance, linear regression and structural 

equation modelling (SEM) were used to examine the relationship between the hypothesised 

relationships. In short, the findings suggest that certain characteristics of the entrepreneurs are 

indeed significant predictors of the growth of SMEs in the furniture sector in Tanzania.  

9.2.1 Conclusion regarding research hypotheses 

This study hypothesised that the personal characteristics of entrepreneurs influence the growth 

of SMEs in the furniture sector in Tanzania. Based on this covering hypothesis, and by 

considering the theoretical and previous empirical findings, the following four general 

hypotheses were formulated: 

H1: Demographic characteristics of the entrepreneurs positively influence the growth of SMEs  

H2: Personality traits of the entrepreneurs positively influence the growth of SMEs  

H3: Cognitive characteristics of the entrepreneurs positively influence the growth of SMEs  

H4: Personality traits have an indirect effect on SME growth, which is mediated by cognitive characteristics. 

Overall, the results of this research indicate good support for the hypothesised relationships.  

The results also support observations by Davisson (1989), Hall (1995) and Shane (2007), that 

characteristics of the entrepreneurs and performance of their firms are related. 

9.2.1.1 Demographic characteristics 

The first hypothesis of this study tested the significance of the influence of demographic 

characteristics in explaining the growth of SMEs. As indicated in Chapter 3, demographic 

characteristics were represented by four characteristics namely: age, education, previous 

experience, and family background of the owner-manager. This thesis measured entrepreneurs‟ 

education using three factors: the level of formal education, vocational carpentry education and 
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workshops attended. Similarly, three types of previous experience (namely: entrepreneurial 

experience, managerial experience, and industrial experience) were used to measure the 

entrepreneurs‟ previous experience. Findings about the relationships between the demographic 

characteristics and growth in sales, assets and employment were analysed and reported in 

Chapter 7. In short, the findings suggest that workshops attended, industrial experience, and 

family background affect the growth of SMEs both in terms of sales, assets, and employment 

growth. Managerial experience and vocational carpentry education seem to affect the growth of 

SMEs in sales and assets only. This study, therefore, concludes that certain demographic 

characteristics of entrepreneurs influence the growth of SMEs in Tanzania.  

9.2.1.2 Personality traits 

The second objective of this study used the trait approach to examine six personality traits 

associated with SMEs growth. The test which was performed to verify hypothesis 2 produced 

results which demonstrated that higher need for achievement, higher internal locus of control, 

greater innovativeness and higher level of self-efficacy affects the growth of SMEs, in terms of 

sales, assets and employment. Furthermore, the findings suggest that a higher external locus of 

control, a greater tendency to take risks and a higher level of self-efficacy (initiative and effort) 

affect the growth of SMEs in sales and assets only. The test also demonstrates that external locus 

of control has negative implications for the growth of SMEs in terms of sales and assets. The 

findings also suggest that, with the exception of employment growth measured in a five year 

period, a negative attitude towards risk-taking has negative implications in terms of the growth of 

SMEs. From these findings, the study concludes that a number of specific personality traits can 

effectively predict the entrepreneurial outcome.  

9.2.1.3 Cognitive characteristics 

The third objective of this study used the cognitive approach to examine four cognitive 

characteristics associated with the growth of SMEs. Consequently, four hypotheses were 

formulated. The test which was performed to verify this hypothesis produced results which 

demonstrated that higher levels of alertness, positive attitude towards venture creation and 

growth and a creating style are positively related to SMEs growth, in terms of sales, assets and 

employment. The test also demonstrated that low levels of alertness, attitude towards risk taking 

and uncertainty, knowing styles and entrepreneurial motivations (desire for independence, need 

for survival, role models, need for achievement) have significant implications in relation to the 

growth of SMEs in terms of sales and assets only. Based on this finding, the study concludes that 
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the growth of SMEs is somewhat defined by the motivations and behaviour of the 

entrepreneurs.  

9.2.1.4 Indirect effect of the personality traits 

The fourth goal of this thesis was to test the indirect effect of personality traits in explaining the 

growth of SMEs. It was hypothesised that personality traits work through cognitive 

characteristics in explaining the growth of SMEs. The results confirmed the hypothesised 

indirect relationship. This finding implies that cognitive characteristics are a necessary mediator 

of the link between personality traits and SMEs growth. Based on this finding, the study 

concludes that personality traits and SMEs growth are indirectly connected rather than directly. 

The findings also conclude that when the characteristics of the owner-managers are studied 

simultaneously, only few factors (i.e. cognitive characteristics and workshops attended) exert a 

significant direct effect on the growth of SMEs.  

9.2.2 Conclusion regarding growth measures used in this study 

In this study, the growth of SMEs is measured in terms of sales, assets and employment. Based 

on the study findings, we conclude that both sales and assets growth measures are affected by 

the same factors. Furthermore, employment growth was found to bear little relationship to the 

characteristics of the entrepreneurs studied in this study. The findings conclude that 

employment, on the one hand, and sales and assets on the other are not interchangeable criteria 

for measuring growth. In addition, SMEs growth in terms of sales and employment were 

measured over two time spans, namely a three-year period and a five-year period. Comparing the 

results of the two time spans, we conclude that both scenarios yield more or less similar results.  

9.3 Implications 

The study makes a number of contributions with respect to matters of both theoretical and 

practical concern. The contribution with regard to the theory will be presented first, followed by 

the contribution with regard to practical implications. 

9.3.1 Theoretical implications 

This thesis has several theoretical implications. First, the characteristics of the entrepreneurs play 

a significant role in the growth of SMEs. Recently, entrepreneurship scholars have noted that the 

characteristics of the entrepreneur have only been studied in a rudimentary fashion and have 

called for research in developing and testing theoretical models which focus on psychological 

success factors (Frese et al. 2007; Baron 2007). More specific, it is important to investigate the 
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characteristics of the entrepreneur that are more related to entrepreneurial performance than the 

general characteristics which do not (Rauch and Frese 2007b). This thesis has focused on 

demographic characteristics, personality traits, and cognitive characteristics that are conceptually 

closely related to entrepreneurial behaviour and thus of particular interest to the scholarly 

domain of entrepreneurship. By developing and testing models that include demographic 

characteristics, personality traits and cognitive characteristics, this thesis contributes to a better 

theoretical understanding of the characteristics of entrepreneurs that explain the growth of 

SMEs.  

Secondly, with regard to the characteristics of the entrepreneurs, this study has a number of 

theoretical implications. Starting with the demographic characteristics, our study contributes to 

existing knowledge by showing that different types of education, previous experience and family 

background significantly explain the variance in the growth of SMEs. Specifically, with regards to 

education, the findings show that not all types of education play an equal role in explaining the 

growth of SMEs. In fact, education received in the form of workshops showed a stronger 

relationship with SMEs growth than other types of education. Equally important, industrial 

experience showed a stronger relationship with SMEs growth than other types of experience. 

Therefore, future research should include more types of education and experience in order to 

have a clearer understanding of the influence of these factors on SMEs growth.  

Our results also contribute towards existing psychological literature by indicating that a few 

specific personality traits, matched with the task of entrepreneurship, can effectively predict the 

entrepreneurial outcome, including growth. Indeed, the specific traits that effectively predict 

SMEs growth include: need for achievement, locus of control, innovativeness and self-efficacy. 

Similarly, our results also contribute towards literature regarding the cognitive approach by 

showing that the cognitive characteristics of the entrepreneur play a significant role in explaining 

the growth of SMEs. Accordingly, this study also contributes towards existing psychological 

literature by indicating that the cognitive characteristics are the necessary mediators of the link 

between personality traits and SMEs growth. Since personality traits affect SMEs growth 

through other variables such as cognitive characteristics, it could be worth examining other traits 

and cognitive characteristics too. Furthermore, the scales used to measure risk-taking propensity 

and tolerance for ambiguity had a low Cronbach‟s alpha. Therefore, there is a need to research 

the influence of risk-taking propensity and tolerance for ambiguity using a more effective 

measurement scale, or even to develop a new scale for the aforementioned characteristics.  
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Third, the present study is a valuable addition to the few studies about SMEs growth in 

Tanzania. Past studies in developed countries have empirically supported the importance of the 

characteristics of the entrepreneur on the growth of SMEs. This research adds to this body of 

knowledge by examining these relationships in the Tanzanian context. By studying these 

relationships in another context, we have been able to gain an understanding of the SMEs 

growth phenomenon in a context where empirical research on the topic is scarce. Indeed, the 

main contribution emerging from our empirical results indicates that certain characteristics of the 

entrepreneurs do matter when explaining the growth of SMEs.  

Fourth, it should be recalled that the current study was also conducted to test the applicability of 

existing entrepreneurship theories relating to demographic characteristics, personality traits, and 

cognitive characteristics as well as SMEs growth in the Tanzanian setting. In short, our findings 

have supported the applicability of these theories to Tanzanian SMEs. This study also provides 

evidence that the measurement scales applied in entrepreneurial research are operational even in 

the Tanzanian environment, and hence it contributes to the reliability of these scales in 

entrepreneurial research.  

Fifth, this thesis also contributes towards SMEs growth literature with regard to growth 

indicators and measurement periods. The first contribution is that there are indeed some 

substantive differences between sales and assets growth on the one hand and employment 

growth on the other. It is, therefore, worth studying different growth indicators separately when 

studying SMEs growth. This approach is useful because, as the findings of this study 

demonstrate, not all growth indicators play an equal role in measuring the growth of SMEs.  

Additionally, with regard to the different measurement periods, our findings contribute towards 

existing knowledge by suggesting that the characteristics of the entrepreneur that are responsible 

for shorter term growth usually also determine the longer term growth. Thus, researchers are 

free to accumulate knowledge across different time spans, such as a three-year time span and a 

five-year time span. Therefore, this thesis contributes towards existing literature by suggesting 

that it is appropriate to compare the results across time spans.  

9.3.2 Practical implications 

The findings of this thesis present a number of practical implications. First, our findings suggest 

that practitioners may consider the entrepreneurs‟ characteristics that are more related to 

entrepreneurial performance than the characteristics that are generally used as criteria for 

decision making.  For example, in 2007, the Tanzanian government aimed to support SMEs 
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growth by providing soft loans to small businesses. Based on the interviews we had with bank 

loan managers we found that one of the most important criteria for being able to receive a soft 

loan was to submit a photo indicating possession of an active business. Recently, however, 

findings have indicated that most of these businesses failed to repay the loan and this led to a 

loss to the government. Our research results suggest using additional entrepreneurial features as 

criteria for making investment decisions. Subsequently, banks or venture capitalists should 

consider entrepreneurs‟ characteristics that are more closely related to entrepreneurial 

performance than the characteristics that are generally used as criteria for investment decisions. 

Our results would suggest that a valid selection criterion must include entrepreneurial 

characteristics such as education, previous experiences, family background, need for 

achievement, locus of control, self-efficacy, entrepreneurial alertness, attitude towards venture 

growth, cognitive creative style and entrepreneurial motivations. Furthermore, people interested 

in starting a business may evaluate their personal characteristics and use this information to 

support their career choice. Indeed, by knowing their strengths and weaknesses it would be 

easier for them to match themselves with the task of running a business or decide on partners 

who compensate for their weaknesses.  

Secondly, these findings may also help governments, educators, and trainers identify and teach 

the issues that are required to make a firm successful. For example, in this study we have found 

that workshops attended by entrepreneurs have a significant influence on the growth of their 

firms. Thus, the government and other support institutions should consider establishing training 

programmes for the current and prospective entrepreneurs in Tanzania. For instance, the 

government, through the Vocational Education Training Authority (VETA) and the Small 

Industry Development Organisation (SIDO), should encourage the development of tailor made 

training to the current and prospective entrepreneurs. The training should be offered at 

reasonable rates in order to enable more participants to attend the training programmes. Based 

on our findings, training must focus not only on technical issues but also on entrepreneurial 

characteristics. In doing so, well-trained entrepreneurs can create much needed employment and 

generate income which would help boost the Tanzanian economy.  

Furthermore, the findings in this study also underline the importance of the role of previous 

experience for the growth of SMEs. More importantly, the growth relationship was stronger for 

people with industrial experience. Based on this observation, we suggest that the government 

and non-governmental agencies should also provide entrepreneurs with previous experiences 

through mentoring or „incubator‟ support programmes where prospective entrepreneurs could 
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work under successful entrepreneurs prior to starting their own businesses. The experience 

gained in this form would help entrepreneurs gain the business knowledge which is considered 

important for business growth.  

Further, specific personality traits and certain cognitive characteristics were considered crucial to 

the growth of SMEs. However, an interesting question is whether or not these features can be 

taught. According to Brush, Greene and Hart (2001), workshops or training enhance the 

knowledge, skills, and management abilities of entrepreneurs and workshops or training may also 

change an entrepreneur‟s mind-set and attitudes toward entrepreneurship. Accordingly, it is 

suggested that entrepreneurial characteristics can be acquired or enhanced in different ways, one 

of which is training and education (Wiklund and Shepherd 2003; Poon, Ainuddin and Junit 

2006). Therefore, appropriate training would enable entrepreneurs to change their behaviour and 

the manner in which they perceive their business activities. Similarly, from the perspectives of 

pattern recognition, Baron (2007) argues that appropriate training enables entrepreneurs to 

become experts at recognising opportunities. From this suggestion, it is obvious that to some 

extent these features can be taught. Therefore, programmes designed to train entrepreneurs in 

Tanzania should also focus on entrepreneurial characteristics. As we have seen, such 

characteristics have a substantial role to play in the growth of SMEs. Specifically, the 

entrepreneurial characteristics which require more attention are: need for achievement, locus of 

control, self-efficacy, entrepreneurial alertness, attitude towards entrepreneurship, creative style 

and entrepreneurial motivation. The right type of training will enable entrepreneurs to increase 

their business knowledge and abilities and thus increase the success of the firms.  

As mentioned in Chapter 1 the Tanzanian government has adopted various policies and initiated 

programmes that are designed to facilitate the growth of SMEs. The findings of our study 

suggest that individuals need different forms of support depending on the level of development 

of their business as well as their motivation. For example, we have seen that the presence of role 

models has a significant effect on business growth. Therefore, the government might consider 

using the media to feature stories about successful entrepreneurs. These success stories would 

help to further encourage entrepreneurs to work hard in aspiring to become like their role 

models. Subsequently, in order for those who start businesses out of necessity to evolve into 

committed entrepreneurs, the appropriate training and support are needed to allow them to have 

stable livelihoods and sustain their businesses. An unstable life discourages long-term 

commitment, and yet long-term commitment is needed to foster business growth.  
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As mentioned previously, Tanzania is a post-socialist country. During the socialism era, there 

was a negative attitude towards entrepreneurship, and it was the government that had the 

mandate of creating employment for its citizens. We know that societal norms are slow to 

change and thus entrepreneurship as a career may still be viewed negatively in Tanzania. 

Therefore, we recommend that the government should try to create an enterprising culture 

among its citizens. This can be achieved through raising awareness of the importance of 

entrepreneurship to the country‟s economy. For example, entrepreneurship education should be 

provided to young people throughout the education system from primary school to university 

level. This approach is very important because encouraging people to be more enterprising needs 

to start at an early age.  

Entrepreneurs themselves should also recognise that multiple personal characteristics affect the 

growth of their SMEs. Therefore, they should add the personal characteristics they lack through 

partnering or learning. In fact, it has been advocated that some of the entrepreneurial features 

can be improved by training.  

9.4 Limitations of this study and recommendations for future study 

It should be noted that while this study makes a number of contributions, there are some 

limitations that point to important avenues for future research. First, the data for this study was 

collected from only one sector (furniture sector) in Tanzania. Accordingly, we do not know the 

applicability of these findings to other businesses in other sectors. Therefore, future research 

should include businesses in other sectors in order to ascertain if the present findings are specific 

to the furniture sector only or are applicable to other businesses as well.  

Second, the sample was selected from urban areas of only four regions, out of the 26 regions in 

Tanzania. Even though the descriptive statistics in Chapter 7 indicate that the sample is likely to 

represent the SME sector in Tanzania, there is some potential for producing biased results.  

Future research that examines the relationship between the characteristics of the entrepreneur 

and the growth of SMEs should also consider other regions.  

Third, the non-probability sampling method used in this study essentially means that there is a 

limitation to the extent to which the research findings can be generalised to the rest of the 

population of entrepreneurs in Tanzania. In order to overcome this limitation, regional centres 

known for their furniture industry were identified with the help of the Small Industry 

Development Organisation (SIDO). This resulted in the selection of Dar es Salaam, Arusha, 

Morogoro and Iringa regions. Furthermore, in each of these regions, the centres known for their 
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furniture sector were identified and the current researcher visited all of the identified streets. A 

spread across the country was ensured as a result of choosing these four regions. 

Fourth, the data collected for this paper was obtained directly from the entrepreneurs. This may 

be subject to bias or inaccuracy due to the reliance on memory and personal reporting. In order 

to overcome these limitations, we first used multiple items to measure a particular construct. 

Factor analysis suggests that most of these items show consistent results. Furthermore, different 

approaches were used to measure firm growth. By adding different approaches to measure SMEs 

growth, we are confident that we have captured the most important aspects of SMEs growth. 

For future research, it would be important to interview more than one entrepreneur, for the 

firms to which this applies, and compare the results.  

Fifth, this thesis used a cross-sectional approach to study the relationship between the 

characteristics of the entrepreneurs and the growth of SMEs. It is still not clear as to how these 

characteristics can be affected by the furniture business cycle and the macroeconomic 

environment. For example, it is suggested that some of the variances of the personality traits may 

change because of the success of a business (Rauch and Frese 2007b; Rauch and Frese 2007a). In 

other words, starting a business successfully may lead to a change in entrepreneurial 

characteristics. Furthermore, we have seen that entrepreneurial motives do change over time. 

Thus, a longitudinal study taking these factors into consideration can enhance our understating 

in these areas.  

Sixth, our measure of SMEs growth regarding sales and assets was based on entrepreneurs‟ 

subjective estimates about their growth rates. The alternative would be to obtain more objective 

data as we have done with employment growth. However, as mentioned in Chapter 6, the 

researcher encountered problems in obtaining financial data, especially when dealing with SMEs. 

This is because many entrepreneurs of SMEs do not keep proper accounting records and when 

they do, they are often not prepared to disclose them to third parties. Due to this observation, 

we find it logical to rely on the estimates provided by entrepreneurs to measure sales and assets 

growth. Indeed, it is suggested that the use of subjective measures of performance does not lead 

to erroneous conclusions (Wall et al. 2004). Nevertheless, measuring firm performance in terms 

of growth has its limitations. Future research should consider other performance measures such 

as labour productivity. Future research should also try to use objective measures for sales and 

assets, which would provide more realistic figures for these measures.  
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Seventh, by studying entrepreneurship at the individual level, the main focus of this thesis is on 

the characteristics of the successful entrepreneur but we acknowledge that these factors alone 

cannot fully explain the growth of SMEs. Additional factors such as firm characteristics and 

environmental factors also influence the growth of SMEs (Gartner and Bhat 2000; Baum and 

Wally 2003; Baron and Tang 2009). Future research should incorporate other internal and 

external variables in the model in order to have a better understanding of the factors which 

influence the growth of SMEs.  

Moreover, it seems that the sector which is the subject of this study does not attract highly 

educated people. Thus, there is a need to study the entry barriers to this sector in relation to 

highly educated people. For example, why do graduates find the furniture sector unattractive? 

Finally, it is apparent that the sector studied is more conducive to male entrepreneurs than 

female entrepreneurs. Future studies should therefore investigate why the furniture sector is not 

attractive to female entrepreneurs. 
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Appendices 

Questionnaire 

PHD Entrepreneurship Questionnaires 

Student: Nsubili Isaga 

 

Dear friend, 

With support of the NUFFIC program, I am conducting a research study of small and medium 

sized enterprises in Tanzania. The objective of this study is to understand the influence of 

entrepreneurial characteristics on the growth of small and medium enterprises. You have been 

selected in the survey because of your potential to provide the required information. I am aware 

that you are very busy, but I would be grateful if you could take the time to answer this 

questionnaire.  

I am also sensitive about maintaining absolute confidentiality about your specific business 

operations. In this regard, I will treat your answers in the strictest confidence and use the 

information only for this research.  

I would like to thank you in advance for your time and participation in this research study. 

Thank you, 

Nsubili Isaga  

Doctorate candidate 
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Section 1:  INFORMATION ABOUT YOUR BUSINESS (100)  

(101) When was your firm established? (102) How many founders were there? 

1 1-5 years ago 1 1 founder 

2 5-10 years ago 2 2 founders 

3 10-15 years ago 3 3 founders 

4 15-20 years ago 4 4 founders 

5 20-25 years ago 5 5 founders 

6 Over 25 years ago 6 More than 5 founders 

 

(103) How many of them are still shareholders 

in the firm? 

(104) What is your firm’s main activity? 

1 1 founder 1 Manufacturer 

2 2 founders 2 Retailer 

3 3 founders 3 Wholesaler 

4 4 founders 

5 5 founders 

6 More than 5 founders 

 

(105) How many employees were there 

when the firm was established (including 

owner-managers and relatives regularly 

working for the business)? 

Full time    

Part-time   
 

(106a) please indicate the firm’s total number 

of owner-managers as stands on January in 

each of the following years.  

 F. time  P. time  P. workers  

Jan 2003       
Jan 2004       
Jan 2005       
Jan 2006       
Jan 2007       

 

 

(106b) Please indicate the firm’s total number 

of relatives regularly working for the business as 

stands on January in each of the following 

years. 

 F. time  P. time  P. workers  

Jan 2003       
Jan 2004       
Jan 2005       
Jan 2006       
Jan 2007       

 

(106c) Please indicate the firm’s total 

number of normal employees as stands 

on January in each of the following years.  

 

 F. 

time  
P. 

time  
P. workers  

Jan 

2003   
    

Jan 

2004   
    

Jan 

2005   
    

Jan 

2006   
    

Jan 

2007   
    

 

 

(107) Which of the following categories best 

describe your firm legal status (circle 

one)? 

(108) If the firm is not a sole proprietorship, 

which of the following statements best 

describes the firm’s ownership structure? 

1 Sole Proprietor 1 The firm has one main owner owning more than 

50% 

2 Partnership 2 The firm has one main owner owning less than 

50% 
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3 Close corporation 3 The firm has a few (2-5) main owners owning 

equal shares 

4 Company 4 The firm has a few (2-5) main owners owning 

unequal shares 

5 Other (specify) 

___________________________________ 

5 The firm has several (6 or more) owners none of 

whom owns more than 20% 

Other (specify 

)_____________________________________ 

 

(109)If the firm has several owners, how many owner-managers does the firm have? 

________ 

 

(110) Where is your firm 

located 

(111) How would you describe your business sales turnover over the 

last three years 

1 Dar es Salaam 1 Has increased 

2 Arusha 2 Has remained the same 

3 Morogoro 3 Has decreased 

4 Iringa 4  

 

(112) If your business sales turnover has 

increased over the last three years, which of the 

following percentages best describes the 

increment (please tick one) 

(113) If your business sales turnover has 

decreased over the last three years which 

of the following percentages best 

describes the decrease (please tick one) 

1 0-10% 1 0-10% 

2 11-20% 2 11-20% 

3 21-30% 3 21-30% 

4 31-40% 4 31-40% 

5 41-50% 5 41-50% 

6 Over 50% 6 Over 50% 

 

(114) How would you describe your business 

sales turnover over the last five years 

(115) If your business sales turnover has 

increased over the last five years which of 

the following percentages best describes 

the decrease (please tick one) 

1 Has increased 1 0-10% 

2 Has remained the same 2 11-20% 

3 Has decreased 3 21-30% 

  4 31-40% 

  5 41-50% 

  6 Over 50% 

 

(116) If your business sales turnover has 

decreased over the last three years which of the 

following percentages best describes the 

decrease (please tick one) 

(117) How would you describe your company’s 

assets development over the five years 

(please tick one) 

1 0-10% 1 Decline 

2 11-20% 2 Remain the same 

3 21-30% 3 Increase 

4 31-40%   

5 41-50%   

6 Over 50%   

 

(118) What were the main reasons for the change?  
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Section 2: OWNER-MANAGER’S DEMOGRAPHIC CHARACTERISTICS (200) 

 

(201) What is your gender? (202) What is your tribe? 

1 Male  

2 Female 

 

(203) What is your marital status? (204)What is your age group (please 

select one)? 

1 Married 1 Below 20 

2 Single 2 20 to 30 

3 Separated 3 31 to 40 

4 Divorced 4 41-50 

5 Widowed 5 51 to 60 

  6 Over 60 

 

(205) Please indicate the highest level of education you 

have successfully completed. 

(206a) Have you attended any 

vocational training? 

1 Never attended school 1 Yes 

2 Primary school 2 No 

3 O level secondary school 

4 A level secondary school 

5 Advance diploma or University degree 

6 Masters degree 

7 Other _________________________ 

 

 

(206b) If yes please indicate which 

category best describes the time you 

have received the training. 

(206C) Please indicate the type of training 

obtained.  

 

1 This year 1 Carpentry  

2 1 to 5 years ago 2 Trading 

3 6 to 10 years ago 3 Civil engineering  

4 Over the last ten years 4 Mechanical engineering 

  

 

5 Other (please 

specify)_______________________ 

 

(206d) Please indicate 

the duration of the 

training 

(207a)Have you been running any other business operation of your 

own prior to founding/take over the present firm? 

1 Less than one year 1 Yes 

2 One year 2 No 

3 Two years 207b If yes for how long ___________________________ 

4 Three years   

5 More than three 

years 
  

 

 

(207C) Did you have any experience of business 

management tasks through earlier employment prior 

to going into business for yourself? 

(207e) Did you start your business in the 

same field as your previous employment? 

1 Yes 1 Yes 

2 No 2 No 

(207d)  If yes for how long 207f If yes how many years of experience 
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 ___________________________ did you have in this specific 

employer? _____________ 

 

 

(208a) Was anybody in your family or any close friend of yours running an independent small 

firm before you? 

1 Yes      

2 No 

 

(208b) If yes in respect of relatives kindly 

indicate what kind of relationship  

(208c) Please indicate which type of business 

he /she was/is running 

1 Parents 1 Shop 

2 Uncle 2 Wood and wood works 

3 Grandparents 3 Suppliers 

4 Brothers 4 Other business 

5 Sisters   

6 Aunt   

 

(208d) To date are they still running the business? 

1 Yes      

2 No 

 

(208e) If no why? 

 

(209) Start-up motives 

There can be many reasons why you started your current business. Would you indicate how important the following 
reasons were for you when you were starting the business?   

 

 Not at all 
important 

Unimportant Neither/No Important Very 
important 

(209a) It was the only way I 

could make a living 

1 2 3 4 5 

(209b) To be able to do the 

kind of work I 

wanted to do 

1 2 3 4 5 

(209c) Be your own boss 1 2 3 4 5 

(209d) To make more 

money than I would 

otherwise make 

1 2 3 4 5 

(209e) To avoid having to 

work for others 

1 2 3 4 5 

(209f) To build a successful 

organisation 

1 2 3 4 5 

(209g) To achieve a higher 

position for myself 

in society 

1 2 3 4 5 

(209h) To follow the 

example of a person 

I admire 

1 2 3 4 5 

(209i) My salary in previous 

employment was not 

enough to sustain 

my family 

1 2 3 4 5 
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(209j) Due to redundancy 1 2 3 4 5 

(209k) Unable to find paid 

job 

1 2 3 4 5 

(209l) To have more 

control of my time 

1 2 3 4 5 

(209m) To get recognition 

for my 

accomplishment 

1 2 3 4 5 

(209n) To be innovative 1 2 3 4 5 

(209o) To continue a family 

tradition 

1 2 3 4 5 

(209p)I experienced 

discrimination in my 

previous work 

1 2 3 4 5 

(209q) To have something 

of my own; I could 

not rely on my 

spouse‟s income 

1 2 3 4 5 

(209r) Using my special 

talents effectively 

1 2 3 4 5 

 

 

 

Other, please specify __________________________________________________________ 

Please indicate the degree to which each of the above factors is still important to you now 

 

 Not at all 
important 

Unimportant Neither/No important Very 
important 

(210a) It is the only way I 

can make a living 

1 2 3 4 5 

(210b) To be able to do the 

kind of work I 

wanted to do 

1 2 3 4 5 

(210c) Be your own boss 1 2 3 4 5 

(210d) To make more 

money than I would 

otherwise make 

1 2 3 4 5 

(210e) To avoid having to 

work for others 

1 2 3 4 5 

(210f) To build a successful 

organisation 

1 2 3 4 5 

(210g) To achieve a higher 

position for myself in 

society 

1 2 3 4 5 

(210h) To follow the 

example of a person 

I admire 

1 2 3 4 5 

(210i) Unable to find paid 

job 

1 2 3 4 5 

(210J) To have more control 

of my time 

1 2 3 4 5 

(210K) To get recognition 

for my 

accomplishment 

1 2 3 4 5 
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(210L) To be innovative 1 2 3 4 5 

(210M) To continue a 

family tradition 

1 2 3 4 5 

(210N)To have something 

of my own rather 

than relying on my 

spouse‟s income 

1 2 3 4 5 

(210O) Using my special 

talent 

1 2 3 4 5 

      
 

 

Section 3: OWNER-MANAGER’S PERSONALITY TRAITS (300) 

(301) Need for achievement  

By circling the number that corresponds with your opinion you give to each item on the scale below, show 

the extent to which you consider each statement listed reflects your opinion/value 

 Strongly  
disagree 

Disagree Neither agree 
nor disagree 

Agree Strongly 
Agree 

(301a) Even though people tell me it 

can‟t be done I will persist 

1 2 3 4 5 

(301b) I look upon my works as simply 

a way to achieve my goals 

1 2 3 4 5 

(301c) I will not be satisfied unless I 

have reached the desired level of 

results 

1 2 3 4 5 

(301d) I try to do my job as well as 

possible even when the tasks 

assigned to me are difficult 

1 2 3 4 5 

(301e) I never put important matters 

off until a more convenient time 

1 2 3 4 5 

(301f) I spend a considerable amount 

of time making an organisation I 

belong to function better 

1 2 3 4 5 

(302) Locus of control 

By circling the number that corresponds with your opinion you give to each item on the scale below, show 
the extent to which you consider each statement listed reflects your opinion/value 

 Strongly  
disagree 

Disagree Neither 
agree nor 
disagree 

Agree Strongly 
Agree 

(302a) I am usually able to protect my 

personal interest 

1 2 3 4 5 

(302b) My life is determined by my own 

actions 

1 2 3 4 5 

(302c) I pretty much determine what will 1 2 3 4 5 
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happen in my life 

(302d) When I make plans, I am almost 

certain to make them  work 

1 2 3 4 5 

(302e)When I get what I want, it is 

usually because I worked hard for 

it 

1 2 3 4 5 

(302f) I feel like that what happens in my 

life is largely determined by 

powerful people 

1 2 3 4 5 

(302g) My life is chiefly controlled by 

powerful others 

1 2 3 4 5 

(302h) People like myself have very little 

chance of protecting our personal 

interests when they conflict with 

those of strong pressure groups 

1 2 3 4 5 

(302i) Getting what I want requires 

pleasing people above me 

1 2 3 4 5 

(302j) In order to have my plans work I 

have to make sure that they fit in 

with desires of people who have 

power over me 

1 2 3 4 5 

(302k) To a great extent my life is 

controlled by accidental 

happenings 

1 2 3 4 5 

(302l) Often there is no chance of 

protecting my personal interest 

from unfortunate events 

1 2 3 4 5 

(302m) I have often found that what is 

going to happen will happen 

1 2 3 4 5 

(302n) It‟s not always wise for me to plan 

far ahead because many things 

turn out to be matter of good or 

bad fortune 

1 2 3 4 5 

 

(303) Risk taking propensity 

Please circle for each of the statements how well you think it agrees or disagrees with your beliefs 

 Strongly  
disagree 

Disagree Neither 
agree 
nor 

disagree 

Agree Strongly 
Agree 

(303a) If I invested money in stocks, it would 

probably only be in safe stocks from 

large, well-known companies 

1 2 3 4 5 

(303b) Taking risks bothers me even if the gains 

involved are potentially high 

1 2 3 4 5 

(303c) If the possible rewards were very high, I 

would not hesitate to put my money into 

a new business that could fail  

1 2 3 4 5 

(303d) I consider security as an important 

element in every aspect of my life 

1 2 3 4 5 

 

(304) Innovativeness behaviour 

Respond to the following statements by indicating whether you strongly disagree, disagree, neutral, agree or 
strongly agree. (Please circle the appropriate number) 
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 Strongly  
disagree 

Disagree Neither 
agree nor 
disagree 

Agree Strongly 
Agree 

(304a) People often ask me for help in 

creative activities 

1 2 3 4 5 

(304b) I seldom bother to think of 

original ways of doing a task 

1 2 3 4 5 

(304c) I often try to invent new uses for 

everyday objects 

1 2 3 4 5 

(304d) I believe that to become 

successful in business you must 

spend some time every day 

developing new ideas 

     

(304e) I tend to feel that the old way of 

living and doing things is the best 

way 

1 2 3 4 5 

(304f) I am aware that I am usually one 

of the last people in my group to 

accept something new 

1 2 3 4 5 

(304g) I am generally cautious about 

accepting new ideas 

1 2 3 4 5 

(304h) I am suspicious of new 

inventions and new ways of 

thinking 

1 2 3 4 5 

 

 

(305) Tolerance for an ambiguity 

Please indicate your opinion regarding the following statements by indicating whether you strongly disagree, 
disagree, neutral, agree or strongly agree. (Please circle the appropriate number) 

 Strongly  
disagree 

Disag
ree 

Neither agree 
nor disagree 

Agree Strongl
y Agree 

(305a) A problem has little attraction for 

me if I don‟t think it has a 

solution 

1 2 3 4 5 

(305b) I am just a little uncomfortable 

with people unless I feel that I can 

understand their behaviour 

1 2 3 4 5 

(305c) There  is a right way and a wrong 

way to do almost everything 

1 2 3 4 5 

(305d) I would rather bet 1 to 6 on a 

long shot than 3 to 1 on a 

probable winner 

1 2 3 4 5 

(305e) The way to understand complex 

problems is to be concerned with 

their larger aspects instead of 

breaking them into smaller pieces 

1 2 3 4 5 

(305f) I get pretty anxious when I‟m in a 

social situation over which I have 

no control 

1 2 3 4 5 

(305g) Practically, every problem has a 

solution. 

1 2 3 4 5 

(305h) It bothers me when I am unable 

to follow another person‟s train of 

thought 

1 2 3 4 5 
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(305i) I have always felt that there is a 

clear difference between right and 

wrong 

1 2 3 4 5 

(305j) It bothers me when I do not know 

how other people react to me 

1 2 3 4 5 

(305k) Nothing gets accomplished in this 

world unless you stick to some 

basic rules 

1 2 3 4 5 

(305l) If I were a doctor, I would prefer 

the uncertainties of a psychiatrist 

to the clear and definite work of 

someone like a surgeon or x-ray 

specialist 

1 2 3 4 5 

(305m) Vague and impressionistic 

pictures really have little appeal to 

me 

1 2 3 4 5 

(305n) Before an examination, I feel 

much less anxious if I know how 

many questions there will be 

1 2 3 4 5 

(305o) If I were a scientist, I would be 

bothered by the belief that my 

work would never be completed 

(because science will always make 

new discoveries) 

1 2 3 4 5 

(305p) The best part of working a jigsaw 

puzzle is putting in the last piece 

1 2 3 4 5 

(305q) Sometimes, I rather enjoy going 

against the rules and doing things 

I‟m not supposed to do  

1 2 3 4 5 

(305r) I don‟t like to work on a problem 

unless there is a possibility of 

coming out with a clear-cut and 

unambiguous answer. 

1 2 3 4 5 

(305s) I like to fool around with new 

ideas, even if they later on turn 

out to be a total waste of time 

1 2 3 4 5 

(305t) Perfect balance is the essence of 

good composition 

1 2 3 4 5 
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(306) Self-efficacy 

 Strongly  
disagree 

Disagree Neither agree 
nor disagree 

Agree Strongly 
Agree 

(306a) When I make plans, I am certain 

I can make them work.  

1 2 3 4 5 

(306b) One of my problems is that I 

cannot get down to work when I 

have to 

1 2 3 4 5 

(306c) If I can‟t do a job the first time I 

keep on trying until I manage 

1 2 3 4 5 

(306d) When I set important goals for 

myself I rarely achieve them 

1 2 3 4 5 

(306e) I give up on things before 

completing them 

1 2 3 4 5 

(306f) I avoid facing difficulties 1 2 3 4 5 

(306g) If something looks too 

complicated I will not even 

bother to try it 

1 2 3 4 5 

(306h) When I have something 

unpleasant to do I stick to it until 

I finish it 

1 2 3 4 5 

(306i) When I decide to do something 

new I go right to work on it 

1 2 3 4 5 

(306j) When trying to learn something 

new, I soon give up if I am not 

initially successful 

1 2 3 4 5 

(306k) When unexpected problems 

occur, I don‟t handle them well 

1 2 3 4 5 

(306l) I avoid trying to learn new things 

when they look too difficult for 

me.  

1 2 3 4 5 

(306m) Failure just makes me try harder 1 2 3 4 5 

(306n) I feel insecure about my ability to 

do things. 

1 2 3 4 5 

(306o) I am a self-reliant person 1 2 3 4 5 

(306p) I give up easily 1 2 3 4 5 

(306q) I do not seem capable of dealing 

with most problems that come 

up in life 

1 2 3 4 5 

 

 

  



210 

 

 

Section 4: Owner-manager Cognitive characteristics (400) 
401: Entrepreneurial alertness 

Which of the following led to the genesis of your business idea? 

 Strongly  
disagree 

Disagree Neither agree 
nor disagree 

Agree Strongly 
Agree 

(401a) It developed from another 

idea I was considering  

1 2 3 4 5 

(401b) My experience in a particular 

problem 

1 2 3 4 5 

(401c) Thinking about solving a 

particular problem 

1 2 3 4 5 

(401d) Knowledge or expertise in 

furniture 

1 2 3 4 5 

(401e) My friend and my family 1 2 3 4 5 

(401f) Potential or existing 

customers 

1 2 3 4 5 

(401g) Existing suppliers or 

distribution 

1 2 3 4 5 

(401h) Potential or existing 

investors/lender 

1 2 3 4 5 

 

 

402: Attitudes towards entrepreneurship 

 

 Strongly  
disagree 

Disagree Neither 
agree nor 
disagree 

Agree Strongly 
Agree 

(402a) I am the sort of person who 

always tries to make 

organisations I belong to 

function better 

1 2 3 4 5 

(402b) I admire people who start 

their own business 

1 2 3 4 5 

(402c) When I have plans I am 

almost certain to make them 

happen 

1 2 3 4 5 

(402d) If you try hard enough you 

can always get what you 

want in life 

1 2 3 4 5 

(402e) I consider myself to be an 

persuasive person 

1 2 3 4 5 

(402f) I would encourage a friend 

or relative to start a business 

1 2 3 4 5 

(402g) I am an imaginative and 

creative person 

1 2 3 4 5 

(402h) I usually trust my own 

judgement even if those 

around me don‟t agree with 

me 

1 2 3 4 5 

(402i) Except in cases of fraud and 

malpractice, people who 

start and fail at business 

deserve a second   chance 

1 2 3 4 5 
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(402j) I am the sort of person who 

handles uncertainty well 

1 2 3 4 5 

(402k) I am not scared of being in 

debt 

1 2 3 4 5 

(402l) I believe in public 

intervention in economic 

matters rather than leaving 

things to the free market 

1 2 3 4 5 

(402m) I enjoy the challenge of 

situations that may consider 

risk 

1 2 3 4 5 

(402n) I would not feel 

comfortable speaking to a 

bank manager about getting 

a business loan 

1 2 3 4 5 

(402o) I would rather work for a 

small business than a large 

business  

1 2 3 4 5 

(402p) When working in groups I 

prefer someone else to take 

the leading role 

1 2 3 4 5 

(402q) People who are highly 

successful in business often 

tend to have low morals and 

ethics 

1 2 3 4 5 

(402r) I have difficulty 

understanding people who 

constantly strive towards 

new goals even after they 

have achieved a lot of 

success 

1 2 3 4 5 

 
(403) Cognitive style indicator 

 Strongly  
disagree 

Disagree Neither agree 
nor disagree 

Agree Strongly 
Agree 

(403a) I want to have a full 

understanding of all problems 

1 2 3 4 5 

(403b) I like to analyse problems 1 2 3 4 5 

(403c) I make detailed analyses 1 2 3 4 5 

(403d) I study each problem until I have 

understood the underlying logic 

1 2 3 4 5 

(403e)Developing a clear plan is very 

important to me 

1 2 3 4 5 

(403f) I always want to know what 

should be done when 

1 2 3 4 5 

(403g) I like detailed action plans 1 2 3 4 5 

(403h) I prefer clear structures to do my 

job.  

      1        2       3       4       5 

(403i) I prefer well prepared meetings 

with a clear agenda and strict time 

management 

1      2 3 4 5 

(403j) I make definite engagements, 

which I follow up meticulously 

1 2 3 4 5 

(403k) A good task is a well prepared 1 2 3 4 5 
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task 

(403l)I like to contribute to innovative 

solutions 

      1       2       3       4       5 

(403m) I prefer to look for creative 

solutions 

1 2 3 4 5 

(403n) I am motivated by ongoing 

innovation 

1 2 3 4 5 

(403o) I like variety in my life 1 2 3 4 5 

(403p) New ideas attract me more than 

existing solutions 

1 2 3 4 5 

(403q) I like to extend the boundaries 1 2 3 4 5 

(403r) I try to avoid routine 1 2 3 4 5 

 

 

 

Section 5 Additional information (500) 

(501) What is the source of working 

capital? 

(You can tick more than one)  

(502) which of the following stages best describes the firm‟s current 

stage of development? 

 

1 Internally generated funds 1 Start 

2 Loan from Government 2 Growth 

3 Loan from Banks 3 Maturity 

4 Loan from NGOs 4 Decline 

5 Loan from family 5 Don‟t know 

6 Loan from friends 6  

 

(503) If you use a combination of 

the above sources, which source 

provides the biggest percentage? 

__________ 

504) Apart from this business, what are your other 

sources of 

income?_____________________________________ 

 

(505) At present do you own and manage any other firm beside this one?  

1 Yes 

2 No 

505b If yes how many businesses are you currently managing?  

 

 

(506) How would you split your time between personal time vs. business time, during a normal working 

week? 

 0-19% 20-49% 50-69% 70-100% 

(506a) Personal time 1 2 3 4 

(506b) Business time 1 2 3 4 

 

(507) Which of the following statements best describe the firm‟s goal and objectives? 

1 The firm aims to grow and develop by actively seeking and exploiting new business opportunities, thus the 

firm can be characterised as growth orientated 

2 The firm aims to provide a reasonable livelihood to the entrepreneur, so growth is not a primary goal of 

the firm 
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(508) Since your business started, have you introduced any new 

products which are related to the primary line? 

(509) Since your business started, have 

you entered into the new market?  

1 Yes 1 Yes 

2 No 2 No 

 

(510) Since your business started, have you 

introduced any new products which are 

not related to the primary line? 

(511) Have you received any business support (Workshops, 

Trainings, Advise, Business Counselling, and 

Mentoring etc.) since you started your business?  

1 Yes 1 Yes 

2 No 2 No 

 

 

(512a) Please indicate kind of the business support you have 
received. 

(512c) When did you receive that business 
support? 

1 Entrepreneurship 1 1-5 years ago 

2 Business counselling and mentoring 2 6-10 years ago 

(512b) Other specify 3 11-20 years ago 

  4 Over 20 years ago 

 

(513) Apart from services provided by external institutions, which of the following organisations does your firm 

maintain relationships with? 

1 Banks 

2 NGOs 

3 Public organisations fostering SMES development 

4 Business associations 

5 Vocational schools 

6 Universities and colleges 

7 None 

 

 

(516) Does your firm maintain relationships with 

suppliers? 

(517) Have these relationships been valuable or rather 

worthless for you and your business?  

1 Yes 1 Yes 

2 No 2 No 

 

 (518) Please tell us why 

 

 

 

 

(514) Does your firm maintain relationships with 

other successful firms? 

(515) Do you maintain business relationships with friends 

and relatives? 

1 Yes 1 Yes 

2 No 2 No 

 If yes how many  If yes how many 
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(519) Please indicate, in the order of importance, the degree to which each of the following factors have 
impeded your firm‟s growth over preceding three years. 

 Very 
important 

reason 

Important 
reason 

Neither/No Unimportant 
reason 

Not at all 
important 

reason 

(519a)Inadequate 

availability of debt 

financing 

1 2 3 4 5 

(519b) Inadequate 

availability of venture 

capital 

1 2 3 4 5 

(519c) Inadequate 

availability of suitable 

labour 

1 2 3 4 5 

(519d) Lack of access 

to raw materials 

1 2 3 4 5 

(519e) Lack of the 

market demand 

1 2 3 4 5 

(519f) Lack of market 

information 

1 2 3 4 5 

(519g) Intensity of 

competition 

1 2 3 4 5 

(519h) Late payment 1 2 3 4 5 

(519i) Lack of support 

services 

1 2 3 4 5 

(519j) Management 

team so small 

1 2 3 4 5 

(519k) Reluctance to 

take a new debt 

1 2 3 4 5 

(519l) Low skilled 

labour 

1 2 3 4 5 

(519m) Lack of space 1 2 3 4 5 

(519n) No time to grow 1 2 3 4 5 

(519o)Lack of training 

opportunities 

1 2 3 4 5 
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Supplementary materials 

Table 0-1: Communalities tolerance of ambiguity 

 Initial Extraction 

V305A: A problem has little attraction for me if I don‟t think it has a solution 1.000 .411 

V305B: I am just a little uncomfortable with people unless I feel that I can understand their 

behaviour 
1.000 .719 

V305C:There‟s a right way and a wrong way to do almost everything 1.000 .768 

V305D: I would rather bet 1 to 6 on a long shot than 3 to 1 on a probable winner 1.000 .631 

V305E: The way to understand complex problems is to be concerned with their larger aspects 

instead of breaking them into smaller pieces 
1.000 .874 

V305F: I get pretty anxious when I‟m in a social situation over which I have no control 1.000 .766 

V305G: Practically every problem has a solution 1.000 .760 

V305H: It bothers me when I am unable to follow another person‟s train of thought 1.000 .565 

V305I: I have always felt that there is a clear difference between right and wrong 1.000 .799 

V305J: It bothers me when I don‟t know how other people react to me 1.000 .567 

V305K: Nothing gets accomplished in this world unless you stick to some basic rules 1.000 .722 

V305L: If I were a doctor, I would prefer the uncertainties of a psychiatrist to the clear and 

definite work of someone like a surgeon or x-ray specialist 
1.000 .418 

V305M: Vague and impressionistic pictures really have little appeal to me 1.000 .824 

V305N: Before an examination, I feel much less anxious if I know how many questions there 

will be 
1.000 .414 

V305O: If I were a scientist, I would be bothered by the belief that my work would never be 

completed (because science will always make new discoveries) 
1.000 .808 

V305P: The best part of working a jigsaw puzzle is putting in the last piece 1.000 .803 

V305Q: Sometimes, I rather enjoy going against the rules and doing things I‟m not supposed 

to do 
1.000 .805 

V305R: I don‟t like to work on a problem unless there is a possibility of coming out with a 

clear-cut and unambiguous answer 
1.000 .616 

V305S: I like to fool around with new ideas, even if they later on turn out to be a total waste 

of time. 
1.000 .756 

V305T: Perfect balance is the essence of good composition 1.000 .749 
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Table 0-2: Factor analysis of tolerance of ambiguity 

 Component 

 1 2 3 4 5 6 7 

V305T: Perfect balance is the essence of good composition .827 .047 .087 .057 -.073 .182 .115 

V305K: Nothing gets accomplished in this world unless you stick 

to some basic rules 
.800 .137 .102 -.003 .132 .177 .061 

V305G: Practically every problem has a solution. .797 -.015 .081 -.075 -.024 .335 -.006 

V305R: I don‟t like to work on a problem unless there is a 

possibility of coming out with a clear-cut and unambiguous 

answer. 

.755 -.163 -.112 .025 -.068 -.034 -.027 

V305F: I get pretty anxious when I‟m in a social situation in  

which I have no control 
.074 .864 -.059 -.037 .084 .036 -.009 

V305B: I am just a little uncomfortable with people unless I feel 

that I can understand their behaviour 
.059 .809 -.154 -.171 .000 -.072 .056 

V305H: It bothers me when I am unable to follow another 

person‟s train of thought 
-.059 .709 -.027 .232 .001 -.022 -.057 

V305J: It bothers me when I don‟t know how other people react 

to me. 
-.104 .602 -.010 .024 -.166 -.013 .407 

V305N: Before an examination, I feel much less anxious if I know 

how many questions there will be 
-.045 .462 -.165 -.009 .068 .083 .400 

V305S: I like to fool around with new ideas, even if they later on 

turn out to be a total waste of time 
.129 -.048 .845 .010 .101 -.074 .082 

V305Q: Sometimes, I rather enjoy going against the rules and 

doing things I‟m not supposed to do. 
.011 -.099 .833 .141 -.256 .070 -.105 

V305D: I would rather bet 1 to 6 on a long shot, than 3 to 1 on a 

probable winner 
-.028 -.171 .716 .135 -.207 .034 -.163 

V305E: The way to understand complex problems is to be 

concerned with their larger aspects instead of breaking them into 

smaller pieces 

-.059 -.021 .089 .927 -.015 -.025 .029 

V305M: Vague and impressionistic pictures really have little appeal 

to me 
.080 .049 .139 .889 -.073 .000 -.014 

V305O: If I were a scientist, I would be bothered by the belief that 

my work would never be completed (because science will always 

make new discoveries) 

-.018 -.045 -.134 -.013 .883 .035 .088 

V305P: The best part of working a jigsaw puzzle is putting in the 

last piece 
-.025 .058 -.115 -.071 .876 .025 .117 

V305I: I have always felt that there is a clear difference between 

right and wrong 
.236 .029 .000 .027 -.028 .860 .043 

V305C: There‟s a right way and a wrong way to do almost 

everything 
.271 -.049 .001 -.056 .098 .823 -.045 

V305A: A problem has little attraction for me if I don‟t think it 

has a solution 
-.110 .075 .000 -.076 -.108 -.113 -.350 

V305L: I avoid trying to learn new things when they look too 

difficult for me. 
.054 .248 -.103 -.082 .145 -.192 .227 

Eigen value 3.441 3.287 2.318 1.638 1.305 1.142 1.004 

Percentage of variance explained (Total 70.7) 17.207 16.433 11.588 8.190 6.525 5.708 5.020 
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Table 0-3: Factor analysis of self-efficacy 

 Component 

 1 2 3 4 

V306J: When trying to learn something new, I soon give up if I am not initially 

successful 
.832 .164 .210 -.082 

V306K: When unexpected problems occur, I don‟t handle them well .828 .079 -.072 .172 

V306B: One of my problems is that I cannot get down to work when I have to .800 .151 .177 -.093 

V306D: When I set important goals for myself I rarely achieve them .714 .183 .091 -.158 

V306P:  I give up easily .663 .353 .147 .115 

V306Q: I do not seem capable of dealing with most problems that come up in life .660 .109 -.154 .264 

V306N: I feel insecure about my ability to do things. .644 .236 .462 .029 

V306F: I avoid facing difficulties .149 .815 -.104 .053 

V306H: When I have something unpleasant to do I stick to it until I finish it. -.005 .702 .023 .367 

V306E: I give up on things before completing them. .281 .647 .143 -.051 

V306L: I avoid trying to learn new things when they look too difficult for me.  .475 .554 .291 .077 

V306G: If something looks too complicated I will not even bother to try it. .417 .554 .212 -.063 

V3060: I am a self-reliant person. .023 -.041 .760 .188 

V306C: If  I can‟t do a job the first time I keep on trying until I manage .014 .208 .626 -.072 

V306A: When I make plans, I am certain I can make them work.  .279 -.053 .578 .138 

V306M: Failure just makes me try harder. .230 .230 .489 .475 

V306I: When I decide to do something new I go right to work on it -.103 .072 .207 .765 

Eigen value 6.041 1.812 1.534 1.028 

Percentage of variance explained (total 61.3) 35.535 10.660 9.026 6.047 
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Table 0-4: Factor analysis of attitude towards entrepreneurship 

 Component 

 1 2 3 4 5 6 

V402E: I consider myself to be an persuasive person .798 -.176 .149 .186 .002 .040 

V402D: If you try hard enough you can always get what you want in life .775 .052 .172 .102 -.077 .062 

V402B: I admire people who start their own business 
.764 -.062 .063 .063 -.135 

-

.141 

V402F: I would encourage a friend or relative to start a business .719 -.271 .007 -.112 -.125 .047 

V402C: When I have plans I am almost certain to make them happen .649 -.263 .099 .023 .239 .053 

V402G: I am an imaginative and creative person .543 -.252 .208 .053 .263 .035 

V402A: I am the sort of person who always tries to make organisations I 

belong to function better 
.523 -.152 .211 .186 -.098 

-

.046 

V402Q: People who are highly successful in business often tend to have 

low morals and ethics 
-.236 .814 .104 .107 .094 

-

.157 

V402O: I would rather work for a small business than a large business  -.094 .681 -.175 -.328 .130 .170 

V402R: I have difficulty understanding people who constantly strive 

towards new goals even after they have achieved a lot of success 
-.425 .549 -.089 -.025 -.207 .247 

V402M: I enjoy the challenge of situations that may involve risk 
.096 -.024 .814 -.208 -.041 

-

.002 

V402J: I am the sort of person who handles uncertainty well .176 -.275 .636 .035 -.167 .267 

V402H: I usually trust my own judgment even if those around me don‟t 

agree with me 
.498 .102 .530 .190 .183 .008 

V402P: When working in groups I prefer someone else to take the leading 

role 
.028 .053 -.310 .696 -.042 .135 

V402K: I am not scared of being in debt .206 -.260 .172 .558 .160 .230 

V402L: I believe in public intervention in economic matters rather than 

leaving things to the free market 
.208 -.041 .464 .544 -.188 

-

.279 

V402N: I would not feel comfortable speaking to a bank manager about 

getting a business loan 
-.120 .052 -.067 -.019 .889 

-

.012 

V402I: Except in cases of fraud and malpractice, people who start and fail 

at business deserve a second chance 
-.008 .045 .089 .134 -.009 .841 

Eigen value 
5.191 1.520 1.302 1.186 1.146 

1.00

6 

Percentage of variance explained (total 63.0) 
28.840 8.446 7.231 6.587 6.364 

5.58

9 
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Table 0-5: Factor analysis of Attitudes towards Entrepreneurship
 

 Component 

 1 2 3 4 

V402E: I consider myself to be an persuasive person .792 -.198 .173 .168 

V402B: I admire people who start their own business .770 -.081 .054 .013 

V402D: If you try hard enough you can always get what you want in life .767 .037 .205 .113 

V402F: I would encourage a friend or relative to start a business .701 -.281 .018 -.094 

V402C: When I have plans I am almost certain to make them happen .633 -.279 .116 .059 

V402A: I am the sort of person who always tries to make organisations I belong to 

function better 
.541 -.178 .178 .063 

V402G: I am an imaginative and creative person .528 -.465 .230 .064 

V402Q: People who are highly successful in business often tend to have low morals 

and ethics 
-.186 .806 .053 .015 

V402O: I would rather work for a small business than a large business  -.105 .695 -.157 -.190 

V402R: I have difficulty understanding people who constantly strive towards new goals 

even after they have achieved a lot of success 
-.444 .571 -.022 .092 

V402M: I enjoy the challenge of situations that many involve risk .092 -.017 .797 -.286 

V402J: I am the sort of person who handles uncertainty well .130 -.259 .737 .093 

V402P: When working in groups I prefer someone else to take the leading role .001 .056 -.148 .839 

V402K: I am not scared of being in debt .193 -.280 .237 .563 

Eigen value 4.996 1.437 1.202 1.144 

Percentage of variance explained (total 58.5) 33.306 9.577 8.012 7.628 

Cronbach‟s Alpha(overall .421) .844 .649 .585 .258 

 

Table 0-6: Item-Total Statistics 

 Scale Mean if 

Item Deleted 

Scale Variance if 

Item Deleted 

Corrected Item-Total 

Correlation 

Squared Multiple 

Correlation 

Cronbach's Alpha 

if Item Deleted 

V402A 50.8433 22.286 .323 .318 .375 

V402B 50.9500 21.606 .346 .228 .362 

V402C 51.1867 21.109 .336 .430 .355 

V402D 50.9900 21.555 .404 .464 .355 

V402E 50.9033 21.854 .484 .646 .357 

V402F 50.9133 22.621 .277 .474 .384 

V402G 50.9133 22.200 .291 .501 .377 

V402J 51.3100 20.817 .337 .353 .351 

V402K 52.6300 18.000 .249 .238 .360 

V402M 51.1200 21.404 .234 .310 .377 

V402O 53.4700 25.494 -.199 .267 .509 

V402P 53.0933 22.486 .046 .131 .436 

V402Q 53.6033 25.217 -.178 .376 .504 

V402R 53.4733 26.424 -.269 .358 .534 
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Table 0-7: Factor analysis for planning style items 

 Component 

 1 2 

V404E: Developing a clear plan is very important to me .225 .789 

V404F: I always want to know what should be done when. .182 .873 

V404G: I like detailed action plans .327 .797 

V404H: I prefer clear structures to do my job.  .779 .301 

V404I: I prefer well prepared meetings with a clear agenda and strict time management. .765 .256 

V404J: I make definite engagements, which I follow up meticulously .800 .125 

V404K: A good task is a well prepared task .843 .287 

 

Table 0-8: Factor analysis of start-up motives 

 Component 

1 2 3 4 5 

V209M: To get recognition for my accomplishment .814 .058 .120 .050 -.004 

V209N: To be innovative .784 -.032 .268 -.059 -.070 

V209L: To have more control of my time .764 .012 .102 -.008 -.005 

V209F: To build a successful organisation .649 -.088 .075 .242 -.133 

V209C: Be your own boss .569 -.223 .047 .304 -.037 

V209R: Using my special talents effectively .498 -.037 -.264 .409 .261 

V209B:  To be able to do the kind of work I wanted to do .496 -.279 -.253 .456 .127 

V209A:  It was the only way I could make a living -.069 .820 -.068 -.022 .036 

V209K: Unable to find paid job -.183 .728 -.023 -.025 .035 

V209Q: To have something of my own; I could not rely on my spouse‟s 

income 
.078 .726 -.060 .141 -.057 

V209H: To follow the example of a person I admire .139 -.077 .874 .105 .047 

V209O: To continue a family tradition .121 -.090 .865 .072 .078 

V209G: To achieve a higher position for myself in society .109 .100 .067 .855 -.053 

V209D: To make more money than I would otherwise make .180 .006 .076 .837 .030 

V209E: To avoid having to work for others .545 -.040 -.063 .571 .094 

V209P: I experienced discrimination in my previous work -.035 -.101 .145 .047 .768 

V209I: My salary in the previous employment was not enough to sustain my 

family 
.100 -.035 .030 .020 .727 

V209J: Due to redundancy -.170 .468 -.104 -.168 .521 
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Table 0-9: Factor analysis of current motives 

 Component 

1 2 3 4 5 

V210L: To have more control of my time .779 .061 .007 .379 .063 

V210M: To get recognition for my accomplishment .745 .061 .028 .342 .064 

V210R: Using my special talent .701 -.103 .201 -.044 -.076 

V210N: To be innovative .641 .141 .465 -.073 .222 

V210E: To avoid having to work for others .637 -.122 .151 -.028 -.028 

V210G: To achieve a higher position for myself in society .080 .867 .103 .081 .092 

V210A: It is the only way I can make a living -.183 .754 .081 -.022 -.090 

V210Q: To have something of my own rather than relying on my spouse‟s 

income 
.145 .721 -.029 .090 .011 

V210K: Unable to find paid job .020 .067 -.799 -.193 .083 

V210F: To build a successful organisation .377 .158 .705 .090 .109 

V210C: Be your own boss .241 .222 .529 .439 .051 

V210B: To be able to do the kind of work I wanted to do .121 .048 .119 .780 .087 

V210D: To make more money than I would otherwise make .132 .047 .164 .752 .038 

V210O: To continue a family tradition -.054 .028 .011 .028 .894 

V210H: To follow the example of a person I admire .142 -.027 .025 .110 .839 

 

 
Table 0-10: Correlation matrix among demographic characteristics 

  1 2 3 4 5 6 7 8 

1 Owner-manager‟s age 1        

2 Owner-manager‟s formal education .027 1       

3 Vocational training education .000 .119* 1      

4 Workshop attended .108 .299** .189** 1     

5 Entrepreneurial experience -.050 .069 .047 .084 1    

6 Management experience -.009 .203** .239** .536** .330** 1   

7 Industrial  experience -.033 .190** .253** .561** .187** .833** 1  

8 Family background -.195** .127* .004 .169** .255** .248** .174** 1 
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Table 0-11:  Correlation matrix among personality traits 

1  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

2 Need for achievement factor 1               

3 Internal locus of control .580** 1              

4 External locus of control -.415** -.302** 1             

5 Higher level of risk taking .261** .196** .053 1            

6 Lower level of risk taking -.219** -.169** -.263** -.060 1           

7 Innovativeness  .665** .739** -.711** .485** -.333** 1          

8 Tolerance for ambiguity 
-.209** -.160** -.219** -.057 .039 -.158** 1         

9 Tolerance for ambiguity .075 .013 .329** -.014 -.108 .234** -.029 1        

10 Tolerance for ambiguity -.272** -.243** -.349** -.074 .318** -.341** .107 -.195** 1       

11 Tolerance for ambiguity -.211** -.160** -.082 -.179** .012 -.163** -.126* -.046 -.039 1      

12 Tolerance for ambiguity .057 .065 .212** -.128* -.220** .127* -.073 .090 -.364** .045 1     

13 Tolerance for ambiguity -.147* -.158** -.026 -.115* .040 -.053 .324** .196** -.070 -.034 -.026 1    

14 Self-efficacy persistence .423** .456** -.482** .055 -.285** .788** -.224** .219** -.409** .028 .172** -.115* 1   

15 Self-efficacy effort .601** .567** .403** .231** -.187** .741** -.149** .146* -.121* -.157** .043 -.072 .449** 1  

16 Self-efficacy initiative .594** .475** .351** .148* -.142* .479** -.351** .155** -.148* -.237** -.033 -.316** .361** .573** 1 
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Table 0-12: Multiple regression results on personality traits and SMEs growth (5 year period) 
SMEs growth 

measures 

Characteristics B Significance Tolerance VIF R2 

Sales (Constant) -1.020 .063    

 

 

 

 

.440 

Need for achievement .260 .020 .366 2.731 

Internal locus of control .086 .335 .432 2.316 

External locus of control .161 .000 .535 1.870 

Positive attitude towards risk 

taking 
.008 .853 .847 1.180 

Negative attitude towards risk 

taking 
.049 .169 .820 1.220 

Innovativeness .406 .023 .135 7.427 

Self-efficacy persistence -.022 .682 .449 2.228 

Self-efficacy effort -.044 .624 .439 2.277 

Self-efficacy initiative .031 .699 .441 2.267 

Assets (Constant) .280 .568    

 

 

 

.366 

Need for achievement .301 .003 .366 2.731 

Internal locus of control .215 .008 .432 2.316 

External locus of control .067 .080 .535 1.870 

Positive attitude towards risk 

taking 
-.037 .344 .847 1.180 

Negative attitude towards risk 

taking 
-.055 .086 .820 1.220 

Innovativeness .076 .353 .135 7.427 

Self-efficacy persistence .034 .474 .449 2.228 

Self-efficacy effort .102 .208 .439 2.277 

Self-efficacy initiative -.084 .239 .441 2.267 

 

Table 0-13: Multiple regression results on personality traits and SMEs growth (3 year period) 
SMEs growth 

measure 

Characteristics B Significance Tolerance VIF R2 

Sales (Constant) -1.856 .002    

 

 

 

.4

94 

Need for achievement .393 .002 .366 2.731 

Internal locus of control .134 .175 .432 2.316 

External locus of control .253 .000 .535 1.870 

Positive attitude towards risk taking -.029 .553 .847 1.180 

Negative attitude towards risk 

taking 
.012 .763 .820 1.220 

Innovativeness .386 .000 .135 7.427 

Self-efficacy persistence -.053 .367 .449 2.228 

Self-efficacy effort -.045 .651 .439 2.277 

Self-efficacy initiative .048 .584 .441 2.267 
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Table 0-14: Correlation matrix among cognitive characteristics 

  

 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 

1 Low alertness 1                 

2 High alertness -.491** 1                

3 Positive attitude towards risk taking -.097 .228** 1               

4 Positive attitude towards venture creation and growth -.330** .792** .336** 1              

5 Knowing style .222** -.374** -.336** -.644** 1             

6 Planning style .248** -.389** -.317** -.760** .631** 1            

7 Creating style -.370** .516** .340** .726** -.512** -.538** 1           

8 Strive for personal wealth (start-up motives) -.208** .164** .137* .412** -.393** -.328** .253** 1          

9 Need for survival (start-up motives) .096 -.069 -.040 -.189** .195** .191** -.170** -.198** 1         

10 Role models (start-up motives) -.264** .165** .055 .836** -.231** -.188** .238** .219** -.138* 1        

11 Need for independence (start-up motives) -.078 .132* .012 .115* -.198** -.081 .059 .307** .040 .157** 1       

12 Job dissatisfaction (start-up motives) -.072 -.012 -.109 -.060 .018 .070 -.106 .052 -.052 .109 .025 1      

13 Need for independency and recognition (current 

motives) 
-.209** .233** .174** .394** -.417** -.362** .286** .663** -.125* .178** .188** -.011 1     

14 Need for survival and status (current motive) -.098 .078 -.085 .023 -.113* -.070 .044 .131* .116* .106 .425** -.029 .109 1    

15 Role models (current motive) -.239** .087 -.123* .730** -.082 -.165** .119* .158** -.056 .659** .090 .141* .165** .027 1   

16 Personal wealth satisfaction (current motive) -.161** .176** .166** .306** -.212** -.201** .209** .504** -.147* .144* .199** -.050 .382** .138* .150** 1  

17 Desire to build a successful business (current motive)  -.215** .231** .182** .753** -.432** -.417** .347** .436** -.328** .162** .109 -.102 .375** .116* .041 .319** 1 
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 Table 0-15: Multiple regression results on cognitive characteristics and SMEs growth (5 year 
period) 

SMEs growth 

measures 

Characteristics B Significance Tolerance VIF R2 

Sales (Constant) -2.103 .001    
 
 
 
 
 
 
 
 
 
.72
3 

Low alertness -.014 .504 .681 1.469 

High alertness .099 .000 .559 1.790 

Positive attitude towards risk taking -.062 .052 .757 1.321 

Knowing style -.069 .191 .442 2.264 

Positive attitude towards venture 

creation and growth 
.104 .220 .141 7.072 

Creating style .895 .000 .528 1.893 

Need for independence (start-up 

motives) 
-.021 .630 .411 2.431 

Survival (start-up motives) -.004 .821 .832 1.202 

Role models (start-up motives) .071 .001 .493 2.028 

Independence and recognition 

(current motives) 
.042 .345 .512 1.954 

Role models(current motive -.038 .083 .478 2.094 

Desire to build a successful business 

(current motive) 
.015 .575 .620 1.613 

Assets (Constant) .601 .373    
 
 
 
 
 
 
 
 
.53
0 

Low alertness -.062 .007 .681 1.469 

High alertness .128 .000 .559 1.790 

Positive attitude towards risk taking .077 .027 .757 1.321 

Knowing style -.146 .013 .442 2.264 

Planning style -.055 .557 .351 2.846 

Positive attitude towards venture 

creation and growth 
-.027 .771 .141 7.072 

Creating style .248 .000 .528 1.893 

Need for independence (start-up 

motives) 
.123 .013 .411 2.431 

Role models (start-up motives) -.073 .004 .724 1.380 

Independence and recognition 

(current motives) 
-.046 .352 .512 1.954 

Desire to build a successful business 

(current motive) 
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Table 0-16: Multiple regression results on cognitive characteristics and SMEs growth (3 year 
period) 

SMEs growth 

measure 

Characteristics B Significance Tolerance VIF R2 

Sales (Constant) -.228 .802    

 

 

 

.548 

Low alertness -.035 .255 .681 1.469 

High alertness .078 .058 .559 1.790 

Positive attitude towards risk taking .045 .342 .757 1.321 

Knowing style -.122 .121 .442 2.264 

Planning style -.347 .007 .351 2.846 

Positive attitude towards venture 

creation and growth 
.046 .718 .141 7.072 

Creating style .563 .000 .528 1.893 

Need for independence (start-up 

motives) 
-.033 .619 .411 2.431 

Survival (start-up motives) -.058 .045 .832 1.202 

Role models (start-up motives) .058 .063 .493 2.028 

Independence and recognition 

(current motives) 
.012 .853 .512 1.954 

Role models(current motive .007 .831 .478 2.094 

Desire to build a successful business 

(current motive) 
.085 .069 .685 1.460 

 

 

Table 0-17: Family background and informal networks cross tabulation 

 
Does your firm maintain relationships with suppliers? 

Total No Yes 

Family background No 83 28 111 

Yes 74 115 189 

Total 157 143 300 

 

Table 0-18: Family background and informal networks cross tabulation 

 

Do you maintain business relationships 

with friends and relative 

Total No Yes 

Family background No 72 39 111 

Yes 33 156 189 

Total 105 195 300 

 

  

 

 

 

 


