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Chapter 1
Introduction
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1.1 Introduction
1.1.1 Entrepreneurship in Western society
Entrepreneurship is as old as trade and exchange in human society. However, it was not until the
18th century that entrepreneurship as a scientific field gained attention. At a time when
innovations and economic developments were emerging more rapidly than before, Richard
Cantillon, an Irish businessman who lived in Paris, wrote his Essai sur la nature du commerce en
general. In his book, he elaborated on the principles of a market economy on the basis of
individual property rights and economic interdependence. Cantillon (1755/1999) identified three
classes of economic agents: landowners, hirelings, and entrepreneurs (Hébert and Link, 2006;
2009; Van Praag, 2005), and stated that the last-mentioned economic agents were involved in
market exchanges with the purpose of making profit and business decisions under uncertainty.
Since Cantillon, entrepreneurship as a research field has gone through three important
eras of thinking: the Economics era (1870 – 1940); the Social sciences era (1940 – 1970); and
the Management sciences era (1970 until today). With respect to the extensive and well-known
studies that have been produced previously by European and American scholars (e.g. Kirzner,
1973; Knight, 1921; Schumpeter, 1934), it was not until the Social sciences era that scholars
increasingly paid attention to the entrepreneur’s personal traits and characteristics. With the
important denominators of entrepreneurial thinking, such as innovation, dealing with profitmaking opportunities, and making decisions under uncertainty, McClelland (1961) attracted
attention with his study The achieving society. In this study, he argued that, because of certain
values and norms which primarily related to the entrepreneur’s ‘need for achievement’, some
societies are able to develop more than others.
After McClelland (1961), scholars began to identify numerous personal factors which
are important for the entrepreneur. From Western studies, i.e. mainly those published in Western
Europe and the United States of America, it is known that the need for achievement, risk taking,
tolerance for ambiguity, locus of control, self-efficacy, goal setting, desire for independence,
drive, and egoistic passion (Shane et al., 2003), are all examples of important personal factors.
On the growing list of important personal factors, three important topics are distinguished by
Western scholars: entrepreneurial motivation (see, for example, Shane et el., 2003; Hessels et al.,
2008); entrepreneurial decision-making under uncertainty (see, for example, Brettel et al., 2012;
Sarasvathy, 2001); and entrepreneurial orientation (see, for example, Covin and Wales, 2012,
Hughes and Morgan, 2007). In the past two decades, these topics have been demonstrated in the
literature to be important determinants of firm performance in Western society, e.g. in explaining
the growth of small businesses (for example, Baum and Locke, 2004; Brettel et al., 2012;
2

Brouthers et al., 2015; Lumpkin and Dess, 2001; Read et al., 2009). Gaining control of these
three important topics is vital, because: 1) it enriches the literature on what we know about the
concepts of entrepreneurial motivation, decision-making under uncertainty, and entrepreneurial
orientation; and 2) it helps us to understand what stimulates economic development: ‘the more
entrepreneurs there are in an economy, the faster it will grow’ (Dejardin, 2002, p. 2). Therefore,
there is an ongoing need for further research into entrepreneurial motivation, decision-making
under uncertainty, and entrepreneurial orientation in association with small business growth.

1.1.2 Research gap and main research question
The above insights are drawn from research in Western countries, but so far little empirical
evidence exists on to what extent this literature holds true in non-Western contexts. This
dissertation aims to fill this research gap, by unravelling the role of the small business owners for
the growth of their businesses in non-Western contexts. Studies on the three important topics in
the entrepreneurship literature are undecided in their findings. On the one hand, we know from
certain studies in non-Western contexts, such as Russia and Ukraine, that the research findings
can be different from what is known from the literature in Western contexts: entrepreneurial
motivation is not always a matter of necessity and opportunity motivation as two distinct groups
(Gurtoo and Williams, 2009; Langevang et al., 2012; Williams, 2008a, b; Williams and Nadin,
2010; Williams and Round, 2009). This is opposed to what the Global Entrepreneurship Monitor
(GEM)1 found while studying the relationship between entrepreneurship and economic
development (Bosma and Harding, 2006; Bosma et al., 2008; Bosma and Levie, 2009; Harding,
2006; Reynolds et al., 2001, 2002). On the other hand, there are studies in other non-Western
contexts, such as Namibia and Romania, that confirm the findings from the entrepreneurship
literature in the Western context: entrepreneurial orientation is positively related to small
business growth in Namibia (Frese et al., 2002), and Romanian entrepreneurs were driven by
necessity motivations (Benzing et al., 2009).
Notwithstanding the previous examples of studies in non-Western contexts, there is a
research gap which this thesis aims to address: we hardly know if, and how, entrepreneurial
motivation, entrepreneurial decision-making under uncertainty, and entrepreneurial orientation
exists in the non-Western context. This concerns the context where one-seventh of the world’s
population lives in absolute poverty, that is, the setting of the Least Developed Countries
(LDCs), because this context has been largely unexplored so far. There are possible reasons why

1

The GEM is a research consortium, founded in 1999, which has collected data on, and analysed, entrepreneurship in more than
100 countries on the individual and the firm level (Global Entrepreneurship Monitor, 2015).
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these topics have been largely ignored. One reason could be that the entrepreneurs in LDCs are
considered by Western scholars as too marginalised and are therefore not relevant to investigate.
Another possible reason for this ignorance could be a ‘scholarly disconnection’ between
different scientific disciplines (Naudé, 2010): both the development economics literature and the
entrepreneurship literature have developed rapidly over the past five decades, although they have
failed to integrate. Another possible reason could be that development economics has largely not
considered entrepreneurship as a key topic for development (Naudé, 2010). Furthermore,
conducting research by Western scholars in non-Western contexts, such as LDCs, is known to be
very difficult in terms of collecting data and dealing with cultural differences (Kolk and Van
Tulder, 2010; Kriauciunas et al., 2011), and the majority of the LDCs have not (yet) yielded
many entrepreneurship scholars themselves.
In order to fill the research gap, this thesis aims to unravel which personal factors are
important in the determination of small business growth in LDCs. By doing so, this thesis
contributes to entrepreneurship literature in general, and to the literature on entrepreneurship in
non-Western contexts in particular. For this thesis, the following research question is
investigated:
‘To what extent do the owners determine the growth of their small business in East
African Least Developed Countries?’

1.2 East African LDCs
What makes LDCs unique from other non-Western contexts, such as the BRIC countries (Brazil,
Russia, India, and China) or emerging economies, such as Nigeria, is their extremely poor
economic circumstances while they accommodate one-seventh of the world’s population, i.e.
more than one billion people. This group of people is referred to as the bottom billion (Collier,
2007). From the world’s 48 LDCs, 34 are on the African continent, based on the United Nation’s
criteria (United Nations, 2014). From the 34 African LDCs, four LDCs, viz. Burundi, Rwanda,
Tanzania and Uganda, form with one non-LDC, viz. Kenya, an economic community: the East
African Community (East African Community, 2014) in the ‘Great Lakes’ region of Africa
(Edmonds et al., 2009). Burundi, Rwanda, Tanzania and Uganda are hereafter referred as ‘East
African LDCs’. Figure 1.1 shows a map of Africa; the countries coloured green represent the
aforementioned East African LDCs.

4

Figure 1.1 The East African LDCs.

In developing countries, such as the East African LDCs, many people earn their income
as entrepreneurs (World Bank, 2004). These entrepreneurs could be considered as economic
actors (Kirzner, 1997; Schumpeter, 1934). As in Western countries, their activities, particularly
in terms of creative destruction and innovation, involve the driving forces of economic
development (Schumpeter, 1934; Kirzner, 1997). Moreover, the entrepreneurs in East African
LDCs, similar to those in Western countries, also have a certain ‘entrepreneurial motivation’;
‘make entrepreneurial decisions under uncertainty’; and have a certain ‘entrepreneurial
orientation’. However, these three topics in association with small business growth has largely
not been researched in East African LDCs, as opposed to Western countries. In East African
LDCs, the perspective of the entrepreneur is often different from the economic actor in Western
society, because they are perceived more as ‘small business owners’ which involves ‘a person
(or group of people) who creates a new business (for profit) and employs at least one other paid
employee’ (Kirkwood, 2009, p. 350). The small business owners in the East African LDCs often
operate in what are called ‘small and medium-sized enterprises (SMEs) and ‘micro and smallsized enterprises’ (MSEs). Many economic activities in the form of the ownership of MSEs
occur in the African informal economy. In LDCs, the informal economy makes a substantial
contribution to the countries’ gross domestic product (GDP), for example 72% of the total GDP
in Africa comes from the informal economy (International Labour Office, 2002). In short, the
informal economy entails: ‘economic activities that occur outside of formal institutional
boundaries (i.e. illegal) but which remain within informal institutional boundaries for large
segments of society (i.e. legitimate)’ (Webb et al., 2013, p. 598). As opposed to SMEs, MSEs are
generally smaller; poorly managed; often one-person operations; undercapitalised; and
unstructured (Kiggundu, 2002).

5

1.2.1 Demographic and economic context
This section provides a brief overview of the demographic and economic context of this thesis.
Figure 1.2 shows a detailed map of East Africa, including the non-LDC Kenya.

Figure 1.2 The EAC.

Uganda’s capital is Kampala. Uganda counts almost 36 million people living on a little more
than 241,000 square kilometre. The median age of the population is 15.6 years. In 2013, its gross
domestic product (GDP) growth rate was estimated at 3.9%, and its GPD per capita was $1900
in 2013. Agriculture is Uganda’s largest sector, and coffee accounts for the majority of the
export revenues (Central Intelligence Agency, 2015d).
Rwanda’s capital is Kigali. Rwanda has about 12.3 million people living on an area of
just over 26,000 square kilometre. The median age of the population is 18.8 years. In 2013, its
GDP growth rate was an estimated 4.7%, and its GDP per capita was $1600. Agriculture is
Rwanda’s largest economic sector, and tourism, minerals, coffee and tea are the country’s main
exports (Central Intelligence Agency, 2015b).
Burundi’s capital is Bujumbura. The country has 10.4 million people living on an area
of almost 28,000 square kilometre. The median age of the population is 17.0 years. In 2013, its
6

GDP growth rate was an estimated 4.5%, and its GDP per capita was an estimated $900. The
economy is largely dependent on agriculture and the primary exports are coffee and tea (Central
Intelligence Agency, 2015a).
While Dodoma is the legislative seat of Tanzania, Dar Es Salaam is its largest
commercial city and capital. The country has a population of almost 50 million people living on
just over 947,000 square kilometre. The median age of the population is 17.5 years. In 2013, the
GDP growth rate was an estimated 7.3%, and its GDP per capita was an estimated $2500. The
country’s economy largely depends on agriculture which also accounts for the majority of its
exports (Central Intelligence Agency, 2015c).

1.2.2 Cultural context
Burundi and Rwanda have three large ethnic groups which are the Hutu, the Tutsi, and the Twa;
Uganda has more than ten major ethnic groups, with the Baganda as the largest group; and
Tanzania has more than 130 tribes (Central Intelligence Agency, 2015a, 2015b; 2015c; 2015d).
Although there are many different ethnic groups and tribes, for centuries the extended family,
which can be explained as a large group of both closely and distantly related family members,
has been of great importance for many people in East Africa (Dau, 2003). For centuries, the
extended family has represented a safe haven for many people in East Africa (Dau, 2003).
Therefore, the social ties within the extended family are strong (Khavul et al., 2009). Because
many easily accessible resources close by are often scarce, or the people are not able to optimally
exploit these resources, many people have to strongly rely on their social network in order to
bring about an economic transaction, such as the exchange of a product or a service. Mutually
beneficial cooperation is typical for extended families in African society (Otite, 1978). In the
extended families, the traditional East African culture has norms and values with a clear ‘gender
divide’ (Hagos, 2000). Women are, in general, responsible for the household tasks, and they take
care of the children. More recently, an increasing number of women have started a small
business additionally to the work of their husbands: ‘hundreds of millions of poor people in
developing countries make their living as micro entrepreneurs: as farmers, street-vendors and
home workers, and in a range of other occupations, a large share of them are women’ (World
Bank, 2004, p. 33), because, for these women, starting a business has become increasingly
important to make a living (Hanson, 2009; Minniti and Naudé, 2010; Strier, 2010). However,
although many women in East African society work as business owners, and despite the positive
effects of some activism by women (Snyder, 2000), they nevertheless face many gender
disparities, because it is perceived that by starting a business they enter a work domain
7

dominated by men (Langevang and Gough, 2012; Overå, 2007). Therefore, women have to deal
with even more business challenges compared with their male counterparts, such as the access to
capital. ‘Gender disparities’ is one of the subjects in Chapter 6.
While there are numerous examples from the literature of African cultural types, such
as, amongst others, ‘post-colonial’, ‘post-instrumental’, ‘African renaissance’, and ‘East
Asian/Japanese’ (Jackson, 2004, p. 20-21), there is no ‘one African culture’. However, a wellknown concept of values and beliefs of sub-Saharan Africa is Ubuntu (Mufune, 2003). This
concept means Africa’s tolerance, kindness and emphasis on helping others as a way of helping
oneself. In addition, Ubuntu involves collective well-being and activity, unification of people,
respect for elders, and sharing (Saule, 1998). Furthermore, in relation to Ubuntu, the most
important African values and beliefs are human goodness; rules and hierarchy; importance of
religion; traditional wisdom; sharing; collectivism; and social responsibility (Noorderhaven and
Tidjani, 2001). Furthermore, African scholars (for example, Ahiazu, 1995; Akong’a, 1995)
suggest that there are traditional African values and beliefs that influence them in their everyday
behaviour, including making decisions about starting and running a business (Onwuejeogwu,
1995). These values and beliefs are (quoted from Munene et al., 2000, p. 342):
1. ‘View the world as an integrated whole in which all events are traceable to one
source.
2. Ground practical/common-sense thinking in proverbs.
3. Root theoretical thinking in mysticism.
4. View truth as depending on one’s relationship with or the status of its source.
5. Fully trust relatives but not strangers.
6. Maintain order in life by avoiding unnecessary risks.
7. View wisdom as thought and behavior in harmony with one’s ancestors.
8. Define wisdom as making the best of available opportunities.
9. See success as dependent on help or hindrance by powerful others.
10. See advancement as dependent on allegiance to powerful groups or individuals’.
Not limited to, but particularly point 4 ‘View truth as depending on one’s relationship
with or the status of its source’ and point 5 ‘Fully trust relatives but not strangers’, are related to
the previously discussed considerable value of the extended family in Africa (Khavul et al.,
2009).
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1.3 Introduction to the chapters
On the basis of the thesis’s main research question, Chapters 2, 3, 4, 5 and 6 deal with separate
research questions on entrepreneurial motivation; decision-making under uncertainty; and
entrepreneurial orientation, in relation to small business growth in East African LDCs. Chapters
2, 3, 4, and 5 are based on pre-studies of expert interviews and quantitative main studies using
surveys with different samples from East African LDCs. Chapter 6 is a solely qualitative study
that deals primarily with entrepreneurial motivation. Discussions on a higher aggregate level, i.e.
with the experts, justified the selection of the samples in each country. These discussions led to
two samples in the formal economy (one in Rwanda, and one in Burundi), and two samples in
the informal economy (one in Uganda, and one in Tanzania).

1.3.1 Introduction to Chapter 2
In the entrepreneurship literature in the Western context, entrepreneurial motivation has
frequently been debated in terms of two distinct groups: necessity (‘push factors’) and
opportunity (‘pull factors’) (for example, Dawson and Henley, 2012; Gurtoo and Williams,
2009; Langevang et al., 2012; Williams and Nadin, 2010; Williams, 2008a, 2008b). Currently,
most of the literature that argues for a dualistic depiction is based on either transition economies,
for example East and Central Europe (for example, Williams 2007a, 2007b; Williams et al. 2006,
2009; Williams and Round 2009); or the literature is focussed on ‘non-mainstream kinds of
entrepreneurship’, which can be anything but ‘standard mainstream entrepreneurs’, as they are
called by Williams and Williams (2014, p. 24) (see also Antonopoulos and Mitra 2009; Gurtoo
and Williams 2009; Katungi et al. 2006; Llanes and Barbour 2007; Ilahiane and Sherry 2008;
Skold and Rehn, 2007; Williams 2009a, 2009b, 2009c, 2009d; Williams and Round 2007;
Williams and Round, 2009). However, these studies are not conducted in the most extreme
context that is possible, when compared with the Western world, i.e. the world’s poorest
countries: the LDCs.
Necessity entrepreneurship involves forced motivations: ‘people who start a business
because other employment options are either absent or unsatisfactory’ (Hechavarria and
Reynolds, 2009, p. 418); and opportunity entrepreneurship involves ‘people who choose to start
their own business by taking advantage of a perceived entrepreneurial opportunity’ (Hechavarria
and Reynolds, 2009, p. 418). It can be assumed that necessity entrepreneurship is present more in
lower-income countries, such as LDCs, and decreases with the level of economic development
(Wennekers et al., 2005). However, it is not a foregone conclusion that people in LDCs start a
small business only because they are forced to do so: entrepreneurial motivation, particularly
9

explained as necessity or opportunity entrepreneurship, should be explained with more caution.
People can have a mix of different motivations at the same time, and motivations can change
over time (for example, Gurtoo and Williams, 2009; Langevang et al., 2012; Williams, 2008a,
2008b; Williams and Nadin, 2010).
Empirical studies on entrepreneurial motivation from lower income-countries, including
LDCs, have mainly shown that people start a business out of necessity: the satisfaction of basic
needs, such as food and shelter; increasing the income to take care of the family; and creating
jobs to survive (Akanda, 1994; Bewayo, 1995; Chu et al., 2007; Roy and Wheeler, 2006).
However, surprisingly the literature has not shown much of this kind of entrepreneurial
motivation within ‘the bottom billion’ (Collier, 2007): there might be many people in LDCs who
start a small business for a variety of reasons, including opportunity motivations. Therefore,
Chapter 2 aims to answer the following research question:


‘Which entrepreneurial motivation is more important for people in a Least Developed
Country to start a business: Push factors or pull factors?’
The aim of Chapter 2 is to explore entrepreneurial motivation in an LDC without an a

priori separation between small business owners who are necessity-motivated and small business
owners who are opportunity-motivated. Therefore, Chapter 2 discusses the following premise:
‘For people who start their own business in an LDC, push factors are more important than pull
factors’. This study is based on self-collected data from a pre-study of 11 expert interviews and
surveys among 106 kiosk owners in Uganda.
1.3.2 Introduction to Chapter 3
As previously mentioned, the entrepreneurial motivation has increasingly been debated in the
literature as a complex event of multiple motivations that can occur at the same time, as opposed
to a strict division between two groups: necessity and opportunity motivations (see, for example,
Dawson and Henley, 2012; Eijdenberg and Masurel, 2013; Eijdenberg et al., 2015). This implies
that, when assessing the importance of entrepreneurial motivation for the growth of small
businesses in LDCs, combinations of entrepreneurial motivation can be identified, as opposed to
using a priori the distinct groups of necessity and opportunity motivations. Therefore, to decipher
what determines the growth of small business in an LDC by using a broad set of entrepreneurial
motivations, Chapter 3 addresses the following research question:


‘To what extent is small business growth in a Least Developed Country determined by the
small business owner’s entrepreneurial motivation?’
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The aim of Chapter 3 is to explore the relationship between entrepreneurial motivation
and the growth of small businesses in an LDC. This study is conducted on the basis of selfcollected data from a pre-study of 25 expert interviews and surveys among 133 handicraft shop
owners in Rwanda.

1.3.3 Introduction to Chapter 4
In addition to entrepreneurial motivation, decision-making under uncertainty can also be an
important determinant for small business growth in an LDC. Decision-making under uncertainty
has been widely discussed since the first notions of effectuation by Sarasvathy (1998, 2001),
who developed behavioural principles based on the underlying logic between the thoughts of,
and the actions taken by, individuals. The decision-making of these individuals was analysed
after they were confronted with certain problems. These behavioural principles could be used to
differentiate between two types of decision-making: effectuation decision-making, and causation
decision-making. In short, effectuation is applicable in the situation in which an individual
makes decisions based on acquiring a given set of means; focussing on affordable loss;
emphasising strategic alliances; exploiting environmental contingencies; and seeking to control
an unpredictable future. Causation is applicable in the situation in which an individual makes
decisions based on focussing on a given goal; focussing on expected returns; emphasising
competitive analyses; and exploiting pre-existing knowledge, while trying to predict a risky
future (Sarasvathy, 2001). Since the study of Sarasvathy (2001), decision-making under
uncertainty has predominantly been studied in the Western context, such as in the European
countries or in the United States of America (for example, Brettel et al., 2012; Dew et al., 2009;
Harmeling, 2005; Harting, 2004; Moroz and Hindle, 2012; Sarasvathy and Dew, 2005).
Individuals in LDCs, while often acting under high uncertainty, also make decisions related to
starting a small business. However, decision-making under uncertainty in relation to small
business growth in LDCs has largely not been addressed in literature. Therefore, Chapter 4
explores decision-making under uncertainty in relation to small business growth in an LDC, and
aims to answer the following research question:


‘To what extent is the growth of small businesses in an uncertain environment determined by
the owners’ effectuation and causation orientation?’
The aim of Chapter 4 is to explore the effect of decision-making, in terms of the

effectuation and causation orientation of small business owners, on the growth of their small
businesses in an uncertain environment. For this study, Burundi is adopted as a highly uncertain
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context, and primary data is used from a pre-study of 29 expert interviews and 154 surveys
among mini-market owners.

1.3.4 Introduction to Chapter 5
In addition to entrepreneurial motivation and decision-making under uncertainty, entrepreneurial
orientation can also be an important determinant for small business growth in an LDC.
‘Entrepreneurial orientation is conceptualized as a set of distinct but related behaviours that have
the qualities of innovativeness, pro-activeness, competitive aggressiveness, risk taking, and
autonomy’ (Pearce et al., 2010, p. 219), and is often used in Western studies as an important
determinant for the growth of small businesses (for example, Avlonitis and Salavou, 2007;
Brouthers et al., 2015; Lim and Envick, 2013; Van Doorn et al., 2013). However, like decisionmaking under uncertainty, entrepreneurial orientation is particularly positioned in the literature
by Western researchers based on Western contexts. With the exception of a few notable studies
such as, amongst others, Krauss et al. (2005), entrepreneurial orientation among small business
owners in LDCs has largely been neglected in the literature, particularly in the typical context of
LDCs: the informal economy.
Many studies in developing countries use the number of employees as a proxy for
performance (for example, Bigsten and Gebreeyesus, 2007; Mead and Liedholm, 1998; Nichter
and Goldmark, 2009; Robson and Obeng, 2008), most likely because the number of people
working for the business is the easiest for the owner to recall and to indicate. However,
concerning performance in extreme poverty, as it occurs in the informal economies in LDCs,
consumer durables are often used as performance measures: for example, possessing a television,
a flush toilet and piped water, radio, electricity for lighting, a kitchen as a separate room, a motor
scooter, and a fridge (for example, Booysen et al., 2008; Filmer and Pritchett, 2001; Sahn and
Stifel, 2000). It can be assumed that the MSEs in the informal economy are closely related to the
personal lives of their owners, and, therefore, the majority of the income deduced from the sales
flows directly to the family. In addition, the majority of owners of MSEs employ very few, if
any, other people (Kiggundu, 2002). Therefore, measuring the development of personal wealth
can also be appropriate, besides measuring small business growth in terms of, for example, the
number of employees.
Chapter 5 explores entrepreneurial orientation among micro and small business owners
in the informal economy in an LDC and addresses both entrepreneurial orientation and
entrepreneurial motivation in relation to small business growth. Chapter 5 aims to answer the
following research question:
12



‘To what extent is the development of the personal wealth of micro and small business
owners in the informal economy associated with entrepreneurial motivation and
entrepreneurial orientation?’
The aim of Chapter 5 is to explore the association between entrepreneurial motivation

and entrepreneurial orientation, on the one hand, and the growth of the development of the
owner’s development of personal wealth, on the other. This study is based on self-collected data
from a pre-study of 27 expert interviews and a main study of 152 surveys among food venders in
the informal economy in Tanzania.

1.3.5 Introduction to Chapter 6
Chapters 2, 3, 4 and 5 produce primarily quantitative findings. But as the literature on small
business owners in LDCs largely does not encompass qualitative studies, Chapter 6 deals,
therefore, on a solely qualitative basis with entrepreneurial motivation, and, aims to answer the
following research question:


‘What are the most important entrepreneurial motivations for people to start a business in a
Least Developed Country?’
The study in Chapter 6 is based on self-collected data from one focus group with

experts; one focus group with Tanzanian small business owners; one additional interview with an
expert on entrepreneurship; and 24 interviews with small business owners in the Kariakoo ward,
Dar Es Salaam, which is one of the largest commercial areas within East Africa.

1.3.6 Overview of the chapters
The data collection for Chapters 3, 4 and 5 took place according to the following procedure: for
each of these chapters, new subjects were added to the previous chapter’s questionnaire (starting
with that in Chapter 2), and previous items were marginally adjusted on the basis of progressive
insights; this was assisted by an ongoing literature review, and by the pre-studies of expert
interviews prior to the quantitative data collection. The findings in Chapters 2, 3, 4, 5 and 6 are
based on a total of 545 surveys among small business owners; 116 qualitative interviews with 92
entrepreneurship experts, such as policy makers, academics, researchers, bankers, mayors, and a
minister, and with 24 small business owners; and the discussions with two focus groups: one of
six experts from the financial sector and one of six small business owners. All data come from
East African LDCs. Table 1.1 presents an overview of the previously discussed chapters, and
presents: their subjects; the research questions that are addressed in each chapter; the countries
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where the data collection took place; the type of sector to which the findings relate; and the
methodologies applied to analyse the self-collected data.

1

Introduction

Research
question

Country
Cities
Sector
Methodo
logy

2
Entrepreneurial
motivation

3
Entrepreneurial
motivation and
small business growth

4
Decision-making
process and small
business growth

Which
entrepreneurial
motivation is
more important
for people in a
Least Developed
Country to start a
business: Push
factors or pull
factors?

To what extent is
small business growth
in a Least Developed
Country determined
by the small business
owner’s
entrepreneurial
motivation?

To what extent is the
growth of small
businesses in an
uncertain environment
determined by the
owners’ effectuation
and causation
orientation?

Uganda
Kampala
Kiosks
Qualitative prestudy (11
interviews), and
quantitative main
study (106
questionnaires)

Rwanda
Kigali, Gisenyi
Handicrafts shops
Qualitative pre-study
(25 interviews), and
quantitative main
study (133
questionnaires)

Burundi
Bujumbura
Mini-markets
Qualitative pre-study
(29 interviews), and
quantitative main
study (154
questionnaires)

5
Entrepreneurial
motivation,
entrepreneurial
orientation, and the
development of
personal wealth
To what extent is
the development of
personal wealth of
micro and small
business owners in
the informal
economy associated
with entrepreneurial
motivation and
entrepreneurial
orientation?
Tanzania
Iringa
Food vendors
Qualitative prestudy (27
interviews), and
quantitative main
study (152
questionnaires)

6
Entrepreneurial
motivation and
small business
growth

What are the most
important
entrepreneurial
motivations for
people to start a
small business in
Tanzania?

Tanzania
Dar Es Salaam
Not applicable
Solely qualitative
study (24
interviews and two
focus groups)

Table 1.1 Overview of the chapters.

1.4 Dissertation output
Although each thesis chapter deals with other subjects, the research question of the thesis ‘To
what extent do the owners determine the growth of their small business in East African Least
Developed Countries?’ binds the different chapters. It should be taken into regard that each
thesis chapter is self-contained: they stand alone, and they can be interpreted independently.
Therefore, to a little extent, certain overlap and repetition might occur. The reason that the
chapters are self-contained is that the purpose is that each thesis chapter corresponds to an
empirical paper that has either been published or is in preparation to be submitted to a scientific
journal. Table A.1 in the Appendix presents an overview of the output of the dissertation in
terms of paper titles, authors, conference presentations and the current status of the papers.
All the data of this thesis, encompassing a total of 545 questionnaires among small
business owners; 116 interviews, of which 92 were with experts in the pre-studies, and 24 were
with small business owners; and two focus groups each with six participants, were collected by
the author himself from four East African LDCs. In the literature, it is known that data collection
in countries as those in this thesis, is very difficult for researchers (Kriauciunas et al., 2011; Kolk
14

7

Conclusions and discussion

Chapter
Subject

and Van Tulder, 2010). While the author of this thesis has personally experienced certain highs
and lows during the data collection, in the end, each round of data collection in each of the
countries was successful. Because of the author’s careful preparation and adaptability, valuable
assistance from people on the spot, and very helpful respondents, each round of data collection
reached very high response rates for the questionnaires (e.g. 98.0% in the study in Chapter 3),
and large numbers of interviews with experts could be conducted (e.g. 29 in the study in Chapter
4). Some pictures of notable moments during the fieldwork are provided in the Appendix under
‘Pictures of the data collection process in the East African LDCs’.
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Chapter 2
Entrepreneurial motivation in a Least Developed Country: Push factors and
pull factors among MSEs in Uganda2

Figure 2.1 Map of Uganda (Central Intelligence Agency, 2015d)

2

This chapter was originally Emiel Eijdenberg’s Master’s thesis which was part of the program ‘MSc Business Administration,
specialisation Entrepreneurship, 2009 – 2010’, at the Vrije Universiteit Amsterdam (Eijdenberg, 2010). The Master’s thesis was
developed into a paper that was published in the Journal of Enterprising Culture as ‘Eijdenberg, E.L. & Masurel, E. (2013).
Entrepreneurial motivation in a least developed country: Push factors and pull factors among MSEs in Uganda. Journal of
Enterprising Culture, 21(1), 1-25’. The chapter in this PhD thesis is based on the published paper with minor textual adjustments
to enhance the fit of the chapter within the PhD thesis.
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Abstract
The objective of this chapter is to explore entrepreneurial motivation in a Least Developed
Country (LDC), which can be divided into push factors and pull factors, without a priori
separation between push factors and pull factors. This chapter shows that the premise ‘For
people who start their own business in an LDC, push factors are more important than pull
factors’ can be rejected. In contrast to the findings from prior studies on entrepreneurship in
LDCs, this study shows that push factors and pull factors are not mutually exclusive. In addition,
this chapter shows that pull factors are even more important than push factors, and that therefore
push factors only play a minor role for the entrepreneurs in this study. The overall implications
are that motivation is a more combined and nuanced construct, but that, even in the context of an
LDC, the Western concept of entrepreneurial motivation and method of measuring
entrepreneurial motivation are broadly applicable.
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2.1 Introduction
A considerable number of academic studies performed in the field of entrepreneurship are based
on Western contexts. Scholars argue that there has been too much focus on developed economies
(for example, Bruton et al., 2008), while the social context in which the entrepreneurship
literature is constructed is also very important to take into account (Webb et al., 2009; see also
Essers and Tedmanson, 2014). The current study perceives ‘entrepreneurship’ as small business
ownership, and it therefore zooms in on the actor: ‘the entrepreneur as the owner of an
enterprise’ (Hébert and Link, 1989, p. 41) (hereafter referred to as ‘small business owner’). The
general literature on entrepreneurial motivation, or pull factors and push factors (see, for
example, Carter et al., 2003; Hessels et al., 2008; Shane et al., 1991; Shane et al., 2003; Thurik et
al., 2008) does not necessarily apply to small business ownership in the poorest countries of the
world: the Least Developed Countries (LDCs). The characteristics of the LDCs, which mainly
relate to poverty, considerably differ from those of developed economies, especially in terms of
how ‘entrepreneurial’ the environment is perceived by small business owners. These differences
produce, at least, other expectations on the effect that the context has on the motivations of
people who start a business. Naudé (2010) stresses the need for research on small business
owners in underdeveloped economies. According to Naudé (2010, p. 1), his study ‘departs from
the premise that with more than a billion people living in absolute poverty, it is of great practical
importance to understand if and when entrepreneurship is a binding constraint on economic
development and catching up in developing countries’. Therefore, it is useful to pay attention to
entrepreneurial motivation in a non-Western context, such as LDCs, and although there are
academic journals that focus on development economics, these journals only provide limited
studies on small businesses, let alone on the motivation of small business owners. In this respect,
there remains much to be learnt. In an attempt to redress the imbalance in studies on
entrepreneurial motivation in Western countries and LDCs, we have investigated the factors
involved in the start-up of a new business in an LDC.
The setting of this study is Uganda, an East African LDC. According to Kristiansen
(2002), the liberalisation policies of the governments in East Africa have resulted in an
expanding free market and international trade. Therefore, the African business environment has
changed significantly over the last few decades, which has favoured the rise of small businesses.
Consequently, the new opportunities have led to an increasing number of people becoming
involved in start-ups and entrepreneurial activities. However, small business ownership in East
African countries is not only the result of liberalising economies; it is also often the final
possibility for people to make a living. Prior research on entrepreneurial motivation in LDCs
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often showed that people are forced to start a small business by necessity related factors (as
studied by, amongst others, Chu et al., 2007; Kiggundu, 2002). In addition, a considerable
number of researchers (amongst others, Naudé et al., 2008; Amine and Staub, 2009) have made
use of macroeconomic databases or research tools, such as the Global Entrepreneurship Monitor
(GEM) (Global Entrepreneurship Monitor, 2011), where the presumption is that people with low
incomes are more likely to be necessity-driven (‘push’) small business owners. The academic
contribution of the present study is that it provides new insights on the individual level about an
existing research stream: that of the role played by both push factors and pull factors in the startup process of new businesses in an LDC.
In this chapter, a distinction has been made between pull factors and push factors, but
attention is given to the possibility that they do not exclude each other. Pull factors can be seen
as positive motivations as they ‘attract’ individuals to become self-employed, whereas push
factors can be seen as negative motivations, as they ‘force’ people to engage in small business
ownership. We aim to answer the research question ‘Which entrepreneurial motivation is more
important for people in an LDC to start a business: Push factors or pull factors?’. This chapter
is structured as follows: in the next section, the relevant literature will be discussed.
Subsequently, there is a section on the methodology. Our findings are presented in the results
section. The findings are then interpreted in the discussion section, where the formulated premise
is discussed in the context of the research. The chapter closes with the conclusion.

2.2 Literature reflections
2.2.1 A brief reflection on entrepreneurship
We perceive small business ownership as a form of entrepreneurship. One of the first notions of
the word ‘entrepreneurship’ was made by Richard Cantillon in his Essai sur la nature du
commerce en general (1755/1999). A brief historical reflection on the development of
entrepreneurship as a research field shows us that entrepreneurial thinking and research can
roughly be divided into three eras: the Economics era (1870-1940), the Social sciences era
(1940-1970), and the Management studies era (from 1970). A typical example from the
economics era is that entrepreneurship is considered as the creation of a new economic activity,
where the development and renewal of a business as a whole depends upon micro-level actors
(Schumpeter, 1949). The social sciences era was characterised more by sociological and
psychologist approaches, such as the ‘need for achievement’ studies by McClelland (1961) about
the entrepreneur as an individual, instead of as an economic process as was the case in the
previous era. Since about 1970, entrepreneurship as a research field has been characterised by
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management studies with a search for maturation, produced not only by groups of scholars
investigating entrepreneurship in general, but also by those in many different sub disciplines.
With respect to this last mentioned research era, we present a few examples of definitions of
entrepreneurship: for example, Shane and Venkataraman (2000, p. 218) define entrepreneurship
as ‘how, by whom, and with what effects opportunities to create future goods and services are
discovered, evaluated, and exploited’. Furthermore, on the basis of Kirzner (1997), Shane and
Venkataraman (2000, p. 219) state that ‘entrepreneurship is a mechanism through which
temporal and spatial inefficiencies in an economy are discovered and mitigated’. Moreover, on
the basis of Stevenson et al. (1989), Stevenson and Jarillo (1990, p. 23) define entrepreneurship
as ‘the process by which individuals – either on their own or inside organizations – pursue
opportunities without regard to resources they currently control’.

2.2.2 Research on MSEs in LDCs
The current study focusses on an East African LDC: Uganda. It has to be addressed that there are
various organisations, such as the International Monetary Fund (IMF) and the World Bank
(2010), that use different designations of the term ‘Least Developed Country’ (hereafter
abbreviated as LDC), and that it differs from ‘developing country’, ‘underdeveloped country’, or
‘emerging country’, but for the purpose of this study we used the criteria of the United Nations
(UN) as detailed on the UN website. The terms ‘developing country’, ‘underdeveloped country’,
‘emerging country’, ‘underdeveloped economy’ and similar definitions generally refer to more
or less the same statistical indicators for classification, such as gross national income (GNI) and
human resource weakness. According to the UN, there is a list of 48 LDCs globally, including 33
African countries. The criteria for the identification of an LDC are: 1) a low-income criterion
based on a 3-year average estimate of the GNI per capita; 2) a human resource weakness
criterion; and 3) an economic vulnerability criterion. A country must satisfy all three criteria to
be added to the list. For a more detailed specification of LDCs, we refer to the UN website
(United Nations, 2014).
Furthermore, this study concerns small business owners as the actors within the
enterprise. Therefore, it relies on the literature produced by researchers who have a similar
definition and description of this category of actors. The following are a few definitions and
descriptions to which this study connects. Bewayo (1995) also uses the term ‘small business
owners’ in his study on small business ownership in Uganda. Kristiansen (2002) uses a similar
description of small business owners in Tanzania, calling them ‘small-scale business starters’ or
‘small-scale business innovators’. Kirkwood (2009, p. 350) defines the entrepreneur in his
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research as ‘a person (or group of people) who creates a new business (for profit) and employs at
least one other paid employee’. A useful definition of small business owners in the context of
LDCs is that of Carland et al. (1984, p. 358): ‘A small business owner is an individual who
establishes and manages a business for the principal purpose of furthering personal goals. The
business must be the primary source of income and will consume the majority of one’s time and
resources. The owner perceives the business as an extension of his or her personality, intricately
bound with family needs and desires’. Small business owners generally operate in small and
medium-sized enterprises (SMEs) or micro and small enterprises (MSEs). In order to clarify
these terms, both academic and non-academic sources will be used. It is necessary to
differentiate between MSEs and SMEs. SMEs is a broad term used in business to indicate mainly
formal organised small and medium-sized firms, often classified in terms of their number of
employees and turnover. According to Kiggundu (2002), MSEs are ‘micro and small
enterprises’. In the case of African studies and in contrast to SMEs, MSEs are said to be mainly
one-person operations, poorly managed, sometimes temporary, generally less productive, often
informal, and undercapitalised. SMEs, on the other hand, are generally larger, better organised,
and formalised businesses.
Kiggundu (2002) mentions in his study the significance of informal business conduct.
Informal business is one of the most widely practised forms of small business ownership in East
Africa. Many African small business owners do not have the resources (for example, capital,
network, knowledge) for official business registration. In the worst scenarios, small business
owners can get involved in a web of illegal and bureaucratic businesses. In addition, small
business owners are often subject to lengthy and costly delays in permits and the approval
process. Research conducted on SMEs in Tanzania, Kenya, and Uganda shows that the private
sector is overregulated, and that regulations overlap and duplicate each other at central and local
levels (MacCulloch, 2001).
Many researchers (amongst others, Naudé et al., 2008; Amine and Staub, 2009) have
made use of economic databases or research tools such as the GEM. Reynolds et al. (2001, p. 56)
state that: ‘In the early years of the GEM researchers were surprised by the unexpectedly high
rates of entrepreneurial activity in developing countries, rates which were much higher than
those of the most developed countries. “Necessity theory” was invoked to explain this. People
from the poorest developing countries are driven by poverty and survival, and lack of choice in
work to start business ventures, while in developed countries it is opportunity and innovation that
is the primary motivator for starting businesses. The greater the poverty, the more necessity
entrepreneurship there is, thus resulting, in high rates of entrepreneurial activity’. While the
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GEM treats ‘pull entrepreneurs’ (opportunity-driven) and ‘push entrepreneurs’ (necessity driven)
as separate groups, as is stated in, for example, the ‘GEM Uganda 2010 Executive Report’
(Namatovu et al., 2010), there is room for believing that ‘push’ and ‘pull’ drivers are not
mutually exclusive. Hence, this study explores what the start-up motivations are for active
owners of MSEs in LDCs. In line with other researchers, amongst others, Williams (2008a,
2008b, 2009c) and Williams et al. (2006), this study does not treat ‘pull motivations’ and ‘push
motivations’ a priori as separate categories.
In the subsequent sections on the literature, we describe a selection of items which we
tested during the fieldwork. We base this selection of items on the literature about pull factors
and push factors, which we justify by both literature research in entrepreneurial motivation and
the findings from the qualitative interviews from the fieldwork. First, we reflect on the literature
about pull factors and push factors from Western countries, which can be perceived more or less
as the standard about what we know from pull factors and push factors in research.
Subsequently, we discuss the literature about pull and push factors from underdeveloped
economies and LDCs, which is typical for the current study.

2.2.3 Research from Western countries on pull factors and push factors for start-ups
Reasons or motives can be classified as either opportunity (‘pull’) or necessity (‘push’)
(Reynolds et al. 2005; Acs 2006). Hence, entrepreneurial motivations can be divided into push
factors and pull factors. Among the first proponents of this push and pull literature were Gilad
and Levine (1986). Since then, there has been extensive research performed on pull factors and
push factors: for example, Amit and Muller (1995) define ‘pulled’ individuals as those ‘who are
attracted to start his or her own business due to his or her personal unforced desires’. Amit and
Muller (1995) define ‘pushed’ individuals as those who have a ‘dissatisfaction with their current
positions, for various reasons unrelated to their entrepreneurial characteristics, pushing them to
start an own business’. Push factors are negative motivations which move individuals towards
forms of small business ownership (Ward and Jenkins, 1984). These types of individuals are
sometimes called ‘forced entrepreneurs’ (Masurel et al., 2004).
For the pull factors, Spencer and Spencer (1993) state that entrepreneurial ‘motives
drive, direct, and select behaviour towards certain actions or goals and away from others’. In the
study of Rindova et al. (2009), the authors state that the most significant driver of small business
ownership is the hope to achieve autonomy, or desire for independence. This could be perceived
as a pull factor. In their study, they state that ‘seeking autonomy’, ‘authoring’, and ‘making
declarations’ are the core elements in becoming self-employed. Seeking autonomy concerns the
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actors who seek to escape, or become removed, from perceived constraints in their environment.
These constraints are found in a variety of environments: economic, social, technological,
cultural, and institutional. Authoring is about the actual breaking free of the constraints. Finally,
making declarations is about the intention to mobilize support and generate change effects.
One of the most well-known studies on entrepreneurial motivation from the last decade,
is the study of Shane et al. (2003). These authors developed a model for entrepreneurial
motivation based on a broad meta-analysis and concluded that the most significant factors are:
need for achievement; risk taking; tolerance for ambiguity; locus of control; self-efficacy; goal
setting; desire for independence; drive; and egoistic passion. In this study, most of the pull factor
motivations stem from the work of Shane et al. (2003), because since that study, many authors,
for example, Kirkwood (2009), have relied on that particular study, or otherwise conclude their
research with similar findings, which implies that the study is still relevant today. Shane et al.
(2003) call entrepreneurial motives in their study ‘entrepreneurial concepts’, which we consider
in our study to be similar to entrepreneurial motivations.
Thurik et al. (2008) state that self-employment can indicate increased entrepreneurial
activity which reduces unemployment in subsequent periods. This is called the entrepreneurial
effect. This effect can be called ‘prosperity pull’ in the relationship between unemployment and
self-employment. The authors show that the ‘entrepreneurial effect’ is stronger than the ‘refugee
effect’ (see below). For the push factors, the study of Thurik et al. (2008), based on a Western
sample, confirms the significance of the external economic environment. These authors
investigate the dynamic relationship between self-employment and unemployment rates. The
authors found that the economy of the country where a person lives is a significant factor for
being ‘pushed’ to become an entrepreneur. The authors state that high unemployment rates lead
to business start-ups of self-employed individuals. This is called the refugee effect. Carter et al.
(2003) studied the career reasons for nascent small business owners and found that 68 percent of
the variance accounted for the pull factors: self-realisation, financial success, role models,
innovation, recognition, and the desire for independence. Concerning socio-demographic factors:
particularly male, middle-aged, and more highly-educated people are more likely to engage in
business ownership (Grilo and Thurik, 2008).

2.2.4 Research from LDCs on pull factors and push factors for start-ups
Concerning non-Western contexts, Kiggundu (2002) notes in his research on small business
ownership in developing countries the studies of, amongst others, Benedict (1979) and Kallon
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(1990), who find, with respect to socio-demographic factors, successful African small business
owners are male, middle-aged, married with children, and highly educated.
Various studies have shown that there are different motivations for people in developing
economies, and LDCs, to start their own business, and these, as in Western settings, can also be
divided into pull factors and push factors. For example, Mitchell (2002) finds in his study on the
motivations of small business owners in underdeveloped regions in South Africa that desire for
independence, money, and the need for achievement are the most significant. In Nigeria, Akanda
(1994) studied the motivations of local small business owners and concluded that the desire for
more money is the most important driver. Moreover, Bewayo (1995) finds that desire for money
is most important for small business owners in Uganda.
In the literature concerning entrepreneurial motivation, it is generally assumed that the
push factor ‘necessity’ seems to be a logical motivator for people in LDCs to start their own
business. However, the study of Naudé et al. (2008) on the regional determinants of
entrepreneurial start-ups in South-Africa, which uses the GEM, shows that small business
owners in underdeveloped regions are mainly opportunity-driven (by profit rates, market-size,
and access to formal bank finance), as opposed to being necessity-driven. Often significant push
factors relate in some way to the poor economic situation of the individual’s environment. Roy
and Wheeler (2006) find, in their study based on small business owners from West-Africa, that
satisfying basic needs such as food and shelter is the most significant factor for becoming
engaged in forms of small business ownership. Kiggundu (2002) reviews the African studies
literature on ‘What is known and what needs to be done’. The author identifies several pull
factors for African small business owners, but he considers the push factors mainly as
environmental obstacles that an entrepreneur in Africa has to overcome. Although the author
acknowledges that the literature he reviews is biased and dependent on specific samples in
different African countries, he concludes that, for pull factors, successful African small business
owners turn out to have the ‘classical’ entrepreneurial motivations. These are need for
achievement, risk taking, and internal locus of control. Other significant entrepreneurial
competences are found to be ‘self-confidence’ and ‘action orientation’. For the push factors,
Kiggundu (2002) refers to a poor economic and environmental situation which stimulates the
entrepreneur to survive, and he or she is therefore forced to become an entrepreneur.
Furthermore, in their study based on the motivating factors, success characteristics and problems
of Ghanaian and Kenyan small business owners, Chu et al. (2007) find the following push
tension: increasing their income and creating jobs for themselves in order to survive. This relates
to the ‘underpayment’ and ‘necessity’ factors, as studied by Storey (1994).
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From the discussed literature on pull factors and push factors for small business
ownership in LDCs, there might be substantial grounds to believe that entrepreneurial motivation
in LDCs differs from that in developed countries, on account of its environmental context and
the macroeconomic perspective often adopted by researchers. As the discussed literature on push
factors might suggest, push factors are much more prevalent in LDCs than in developed
countries. There might be reason to believe that small business owners in LDCs are more forced
by their external environment than small business owners in developed countries. Therefore, we
assume for this research the premise that: ‘For people who start their own business in an LDC,
push factors are more important than pull factors’. We used a selection of items which we
assign to the categories ‘pull factors’ and ‘push factors’. The selection is based on both literature
research, as described in the literature section, and the findings from the qualitative interviews
from the fieldwork. In order to find out whether this premise is true or not, we used for our
research the pull factors and push factors as presented in Table 2.1 in the Methodology section.
Note that both the pull factors and the push factors often overlap in their meaning, and are not
always mutually exclusive. For each factor, an important reference is given. The descriptions are
derived from a combination of the literature, research insights, and the Oxford English
Dictionary.

2.3 Methodology
The design of this study was based on a qualitative pre-study and a quantitative main study. We
organised a series of expert interviews on the relevant pull factors and push factors when it
comes to start-ups. Before starting the empirical fieldwork, we interviewed 11 entrepreneurship
experts who were all involved in small business ownership in Kampala, Uganda, and who were
therefore familiar with the economics of, and the small business ownership in, Uganda.
Examples of those experts were the Dean of the Faculty of Economics and Management of the
Makerere University in Kampala and the Director of the National Curriculum Development
Centre Uganda, which is an organisation that develops curricula for higher education, and which
was, at the time of the data collection, working on education programmes concerning
entrepreneurship and small business management in Uganda.
For the quantitative main study, we conducted questionnaires on a sample of 106
respondents, which will be discussed in the next section. After the questionnaires were
conducted, a mean comparison and standard deviation comparison was performed with SPSS.
Gender, age, and education were used as items to characterise the observed sample. In addition,
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following Hair et al. (2006), to determine statistical power, a paired sample t-test was conducted
on the mean differences between the variables.

2.3.1 Sample and data collection
The data collection was carried out in an East African LDC: Uganda. The country has a rich
social and cultural history, based on its many ethnic groups, kingdoms, central geographical
location, and natural resources. The country has been suppressed and exploited for decades by
foreign rulers or dictator regimes, which has been devastating for the economy and the
entrepreneurial climate. From the mid-1980s to the early 1990s, the country gradually became
more stable both economically and politically. Uganda is now liberalising its economic
environment, and, although it is a slow process, Uganda is attracting and encouraging people to
become self-employed by free-market, political-liberalisation and governmental-stimulating
policies, which seem to be significant drivers for economic recovery (Central Intelligence
Agency, 2015d). The social environment of an entrepreneur in an LDC seems to be even more
significant than it is for an entrepreneur in Western society. Chu et al. (2007) state that support
from and involvement of family and friends, as well as building external relations, are significant
when considering whether to engage in entrepreneurial activities.
The fieldwork took place in the period April – June 2010 in seven city regions in
Kampala, Uganda. The sample contains self-employed people, often based in self-built shops
(‘kiosks’) of approximately one or two square metres, selling multiple goods, such as beverages
and fruits, but particularly mobile phone ‘airtime’ cards from various network providers. The
reason for including this sector is that it was suggested by the experts from the pre-study as being
representative for a typical ‘East African and Ugandan sector’, including small business owners
with both push and pull start-up motivations. Additionally, the mobile telecom business in
Uganda seemed to be booming at the time of the data collection, because in the capital, Kampala,
those ‘airtime’ cards are being sold everywhere on the streets. This is confirmed by the quarterly
market review figures from the Uganda Communications Commission, UCC (Uganda
Communications Commission, 2011), which show an increase of the telecom density ratio in
Uganda from 15.5 per hundred of the population in September 2007 to 31.8 per hundred in
September 2009. For more facts and figures, we refer to the UCC’s website (Uganda
Communications Commission, 2011). We stress that this sample is different from the licensed
airtime card sellers which show the major advertisements and logos of their telecom provider:
these people are working specifically for the telecom company, are somehow in the pay of the
telecom provider, and have the airtime cards as their only goods for sale, whereas our sample
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consists of self-employed people who meet the majority of the criteria by Kiggundu (2002) for
being MSEs, as discussed in Section 2.2.2. We made a non-random selection of a sample of the
young population, as we discovered that many business seemed to be owned by this section of
the population. An official permit issued by the local police department stating the purpose of the
research was provided, because we were advised that it would be useful to declare the research
purpose to the interviewees, since presidential pre-elections were causing some turmoil at that
time. In the end, 106 small business owners participated in the research project. The
questionnaires were filled out on the spot. The non-response rate of less than 5 per cent can be
explained by the direct collection of the questionnaires immediately after the request to answer
them.

2.3.2 Operationalisation
First, concerning the findings from the qualitative pre-study, as mentioned in the previous
paragraph, the experts reported most frequently three push factors for inclusion in the
questionnaire: necessity (measured as ‘I started to work for myself, because my work was the
only way I could make a living’), the inability to find a paid job (measured as ‘I started to work
for myself, because I was unable to find a paid job’), and job dissatisfaction (measured as ‘I
started to work for myself, because I was dissatisfied about my previous work’). Furthermore,
most experts stated that people in Uganda are likely to engage in small business ownership,
because they are mainly motivated by the push factor of necessity. The experts indicated that the
economy and the market structure make people act out of individualism and necessity. East
African countries, such as Uganda, have a poorly developed financial market. Therefore, there is
a major qualitative problem of unemployment: even academically educated people cannot find
suitable paid jobs, which often leads to high work dissatisfaction. Many former small business
owners were also either underpaid in a previous job or unable to find a paid job at all.
Based on the qualitative pre-study, we developed a scale to measure push factors and
pull factors for small business owners in Uganda. The process of scale development went as
follows: first, we listed the most important push factors and pull factors. Subsequently, we
conducted the qualitative interviews about push factors and pull factors in Uganda. In order to
reduce the long list of push factors and pull factors from the literature, we discussed the listed
factors from the literature with the experts in these interviews. On the basis of this discussion, we
agreed with the experts which factors to include in the questionnaires. As a consequence, for
example one of the pull factors ‘tolerance for ambiguity’ from Shane et al. (2003, p. 265) was
not included in the questionnaire, because this pull factor was perceived by the experts to be too
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ambiguous compared with the other pull factors. Last of all, we conducted the final
questionnaires with the selected factors. Since one of the official languages in Uganda is
English, the questionnaires were formulated in English, although the indigenous ‘Luganda’ is a
widely spoken language in southern Uganda and in the main capital, Kampala. The main
questionnaire was presented in English, and translated into Luganda, with backwards lingual
checks on consistency. Both language versions of the questionnaire were used during the
fieldwork. The items related to the push factors and pull factors were all measured on a 5-point
Likert scale in ascending order (from 1 ‘Not at all’ or ‘Strongly disagree’ to 5 ‘To a great extent’
or ‘Strongly agree’, depending on how the item was presented). As suggested by the expert
interviews and similar to the small business ownership studies of Benedict (1979) and Kallon
(1990), we asked for gender, age, and education within our sample as socio-demographic items
in order to analyse the sample. The push and pull factors, the descriptions of the push and pull
factors, the used items, and the corresponding important prior literature are presented in Table
2.1. The socio-demographic items are presented in Table 2.2.
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Pull and push factor3

Description

Need for achievement

The personal commitment of an individual to succeed on a certain position

Locus of control

Passion
Goal setting
Self-efficacy
Risk taking
Financial success

The belief that personal actions directly affect the outcome of an event
Taking one’s own judgment as decisive for future actions instead of following the
judgments of others
Love for the work
The ability to set realistic goals that can be met
The personal trust of an individual that set goals will be met
The tendency of an individual to get into situations which can end up negatively
The entrepreneur’s desire to earn money

Role models

An example of a person the entrepreneur admires in conducting a business

Innovation

The entrepreneur’s intention to accomplish something new
The awareness of high rates of self-employment in society leads to starting one’s
own business

Desire for independence

Entrepreneurial effect

Items used in questionnaire
When I started to work for myself, I wanted to achieve something with my
work
I started for myself, because I want to keep control on my own life

Important references

I started to work for myself, because I wanted to be my own boss

Shane et al. (2003)

When I started to work for myself, my work was my passion
When I started to work for myself, I set clear goals for my work
Even when things went tough, I could perform quite well
When I started to work for myself, I dared to take risks
When I started to work for myself, I wanted to become rich from my work
When I started to work for myself, I followed the example of a person I
admire
I started to work for myself, because I like to do innovative things
I started to work for myself, because many other people worked for
themselves too
When I started to work for myself, I liked to be recognized for my work by
other people

Shane et al. (2003)
Tracey et al. (1998)
Bandura (1997)
McClelland (1961)
Bewayo (1995)
Birley and Westhead
(1994)
Carter et al. (2003)

Rotter (1966)

Thurik et al. (2008)

Recognition

The respect the entrepreneur achieved from other people

Drive

A person’s willingness to put forth effort – both the effort of thinking and the
effort involved in bringing one’s ideas into reality

I had the drive to start working for myself

Shane et al. (2003)

Refugee effect

The awareness of high rates of unemployment in society leads to starting one’s
own business

I started to work for myself, because many people were unemployed

Thurik et al. (2008)

Inability to find paid
work

The inability of a person to find a paid job in an established company or
organization

I started to work for myself, because I was unable to find a paid job

Redundancy

The person started a business, because he or she had been fired in his or her
previous job

I started to work for myself, because I got fired in my previous job

Necessity

Starting a business to satisfy the basic needs of a person

Underpayment

The underpayment of a person’s previous job

Job dissatisfaction

The person was dissatisfied with his previous job, and therefore started a business
for himself or herself

I started to work for myself, because my work was the only way I could
make a living
I started to work for myself, because my salary in my previous work was not
enough to sustain my family
I started to work for myself, because I was dissatisfied about my previous
work

Table 2.1 The measurement instrument.

3

McClelland (1961)

In the first column of this table, the push factors are presented in italics.
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Shane et al. (1991)

This factor is only derived
from the expert
interviews, and is
therefore included in this
table
Borooah et al. (1997),
Cromie (1987),
DeMartino and Barbato
(2003), Hakim (1989)
Roy and Wheeler (2006)
Chu et al. (2007)
This factor is derived only
from the expert
interviews, and is
therefore included in this
table

2.4 Results
The 106 respondents in the sample were all currently active during our data collection in
kiosks in seven city regions in Kampala. Table 2.2 provides a brief overview of the
characteristics of our sample.

Gender
Age
Education

46.2% were male
53.8% were female
25.3 years was the
15.0 years was the
37.0 years was the maximum age
average age
minimum age
44.5% had
17.0% had vocational
20.8% had
9.2% had primary
8.5% had no
academic
education
secondary
education or other
educational
background
background
education level
educational background
background
Table 2.2 Socio-demographic items: The scores.

Subsequently, the mean scores and standard deviations are presented in Table 2.3.
The abbreviations of the push and pull factors are given between brackets (these are used later
in Table 2.4). Pull factors are shown in normal text font, push factors are shown in italics.

Factors (abbreviation)
Mean
Standard deviation
Financial success (FS)
4.09
.88
Goal setting (GS)
4.08
.82
Role models (RM)
4.01
1.16
Innovation (I)
3.97
1.14
Passion (P)
3.96
1.07
Need for achievement (NFA)
3.95
.96
Recognition (REC)
3.94
1.21
Necessity (N)
3.92
1.18
Locus of control (LOC)
3.83
1.01
Self-efficacy (SE)
3.81
.90
Desire for independence (DFI)
3.74
1.17
Risk taking (RT)
3.63
.97
Drive (D)
3.57
1.15
Entrepreneurial effect (EE)
3.43
1.23
Refugee effect (RE)
3.14
1.19
Inability to find a paid job (ITFPJ)
2.93
1.40
Job dissatisfaction (JD)
2.62
1.30
Underpayment (U)
2.40
1.23
Redundancy (RED)
1.79
1.14
Table 2.3 Entrepreneurial motivation: The scores.

Table 2.3 shows, in descending order, the list of factors where ‘financial success’ is
the highest-rated factor, with a mean of 4.09 (pull factor), and in bottom place comes the push
factor ‘redundancy’, with a mean value of 1.79. From Table 2.3 it becomes apparent that
generally pull factors are at the top of the table with high mean values, while push factors are,
in general, in the bottom of the table.
Next, we performed a correlation analysis to determine how all the items are
correlated. Table 2.4 shows the correlation table of all the items. From this table, it can be
observed that the majority of the items do not correlate significantly.
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Gender
Age
Education
FS
GS
RM
I
P
NFA
REC
N
LOC
SE
DFI
RT
D
EE
RE
ITFPJ
JD
U
RED

Gender

Age

Education

FS

GS

RM

I

P

NFA

REC

N

LOC

SE

DFI

RT

D

EE

RE

1
-.15
.01
-.05
.06
.02
-.08
.04
-.30**
.03
-.01
-.04
-.03
-.13
-.14
.08
.04
.03
.24**
.02
.08
.18

1
.11
-.14
.13
.15
.11
.25**
.18
.07
-.03
.14
.15
.22*
.25**
.19
.06
.10
.08
.14
.22*
.03

1
.01
.05
-.04
.20*
.04
-.06
.06
-.44**
.05
.17
.00
.09
.07
-.11
-.02
-.29**
.03
-.06
.14

1
-.02
.13
.04
-.10
-.20*
.16
-.19
.00
.06
-.05
.08
-.04
-.12
.07
-.12
.24*
.20*
.11

1
.01
.29**
.12
-.08
-.04
-.17
.20*
.34**
-.10
.23*
.21*
-.19*
-.11
-.07
.03
-.20*
-.04

1
.17
.06
-.09
.32**
-.06
.03
.09
-.03
-.01
-.03
-.02
.23*
-.04
-.06
.07
.18

1
-.03
.00
-.11
.00
.15
.16
.06
-.12
.10
-.25*
.05
-.15
.16
-.10
.05

1
.23*
.00
-.27**
.29**
.18
.09
.08
.28**
.14
.01
.22*
-.06
.03
.05

1
.16
-.09
.48**
.06
.30**
.00
.01
.24*
.01
.13
.08
-.06
.00

1
-.22*
.19
.09
.44**
.00
.07
.32**
.24*
.19
.09
-.18
.19*

1
-.29**
-.03
.00
-.03
-.23*
.04
-.13
.11
-.07
-.04
-.14

1
.31**
.29**
-.03
.00
.14
.00
.05
.13
-.09
.04

1
.04
.34**
.18
.33**
.08
.03
.28**
.04
.21*

1
-.10
-.03
.11
-.01
.16
.22*
-.05
-.13

1
.25*
.10
.14
-.16
-.01
.06
-.01

1
.06
.20*
.01
.05
.07
.08

1
.07
.25**
.21*
.19*
.22*

1
.03
.12
.14
.42**

Table 2.4 Correlations table (Pearson’s correlation coefficient)
*Significant at the .05 level (2-tailed).
**Significant at the .01 level (2-tailed).
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ITFP
J

1
-.12
.20*
-.01

JD

U

RED

1
.25**
.20***

1
.33**

1

Finally, to assess whether certain entrepreneurial motivations differ significantly, we
conducted a paired sample t-test. Table 2.5 shows the computed t-values of how each motivation,
for example ‘financial success’ (FS), differs from another motivation, for example ‘goal setting’
(GS), among the respondents4.

FS
FS
GS
RM
I
P
NFA
REC
N
LOC
SE
DFI
RT
D
EE
RE
ITFPJ
JD
U
RED

GS

.16
.64
.97
.94
1.02
1.06
3.08*
2.03*
2.39*
2.47*
3.78*
3.69*
4.26*
6.86*
6.88*
10.97*
12.85*
17.42*

LOC
FS
GS
RM
I
P
NFA
REC
N
LOC
SE
DFI
RT
D
EE
RE
ITFPJ
JD
U
RED

.17
.74
1.44
1.78
2.75*
4.53*
5.48*
8.07*
8.88*
14.06*

RM

I

P

NFA

.48
.97
.33
.92
.32
.00
.96
.37
.07
.08
.85
.42
.06
.06
.00
3.05*
2.48*
2.30*
2.10*
2.30*
2.16
1.22
.97
1.10
1.26
2.75
1.46
1.17
1.23
1.14
2.34
1.69
1.48
1.55
1.76
4.07*
2.57*
2.15*
2.45*
2.42*
4.14*
2.77*
2.67*
3.07*
2.67*
4.10*
3.46*
2.90*
3.60*
3.91*
6.33*
6.14*
5.25*
5.31*
5.50*
7.04*
6.00*
5.49*
6.77*
6.59*
9.85*
7.97*
8.70*
7.98*
8.82*
10.72*
10.19*
9.18*
10.02*
9.99*
16.41*
15.56*
14.28*
14.01*
14.96*
Table 2.5 Entrepreneurial motivation: The differences (t-values).
*Significant at the .05 level (2-tailed).
SE

DFI

RT

D

EE

RE

ITFPJ

JD

.54
1.72
.67
1.91
1.05
.52
3.06*
1.94
1.37
.83
4.81*
3.65*
3.53*
2.95*
1.82
5.52*
4.94*
3.95*
3.62*
3.20*
6.31*
9.05*
7.42*
6.38*
5.25*
5.26*
8.08*
1.59
9.77*
7.93*
8.36*
7.42*
6.82*
8.56*
3.32*
1.50
16.15* 11.58* 12.63* 11.77* 11.41* 14.96*
6.50*
5.53*
Table 2.5 continued Entrepreneurial motivation: The differences (t-values).
*Significant at the .05 level (2-tailed).

4

REC

N

1.99
.89
1.01
1.78
2.14*
2.48*
3.76*
5.67*
6.31*
8.08*
8.56
14.96*

-1.44
-1.55
-1.01
-.44
-.05
.69
2.17*
3.42*
4.84*
6.25*
9.41*

U

RED

4.51*

We searched for underlying dimensions by performing a factor analysis (Saunders et al., 2009). However, the factor analysis on the
basis of Eigenvalues of 1, produced an unacceptable Kaiser-Meyer-Olkin value of .47, 2(171, N = 106) = 456.89, p = .00, and eight
factors accounted for 69.7% of the variance. In addition, we did not find a clear ‘elbow’ in the scree plot to determine a certain
number of factors. Hence, we continued with a paired sample t-test.
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‘Financial success’ (FS) is ranked highest on mean value, but does not significantly differ
from the subsequent six items, as can be concluded from Table 2.5. ‘Redundancy’ is the least
important of all the items, and differs significantly from all other items. On the basis of Table 2.5,
we can conclude that there is too little evidence to hold the premise ‘For people who start their own
business in an LDC, push factors are more important than pull factors’. The results do not indicate
that push factors for small business owners in an LDC are more important than pull factors.

2.5 Discussion
The aim of this study was to answer the research question ‘Which entrepreneurial motivation is
more important for people in an LDC to start a business: Push factors or pull factors?’. To answer
this research question, we formulated on the basis of literature the premise ‘For people who start
their own business in an LDC, push factors are more important than pull factors’. On the basis of
the results, we can conclude that there is too little evidence that the premise can be supported. The
answer to the research question is: push factors and pull factors are not mutually exclusive. The
results imply that entrepreneurial motivation is apparently a combined and nuanced construct. This
finding runs counter to the view proposed by the GEM, which, according to Williams and Williams
(2014), treats ‘pull’ and ‘push’ as entirely separate categories. However, if this study has to draw a
conclusion, it would be that the pull factors dominate the push factors. But this is only in the
perception of the respondent, and therefore might be subjective.
Concerning the implications for the literature, in line with other researchers (amongst
others, Williams and Williams, 2014), this study argues that entrepreneurial motivation cannot be
treated as two separate categories of ‘pull’ and ‘push’. According to Reynolds et al. (2005), the
GEM is a research programme which uses a global survey concerning small business ownership
with an increasing number of countries, and treats ‘pull’ and ‘push’ as separate categories: an
entrepreneur who decides to start a business out of his or her own choice is not similar to one who
engages in small business ownership out of necessity. In contrast, our study does not treat ‘pull’ and
‘push’ a priori as separate groups, but shows that pull factors and push factors can appear together.
Therefore, it contributes to the research stream which opposes the presumption of ‘pull’ and ‘push’
motivations as separate groups, and supports the group of researchers, for example, Aidis et al.
(2006), who are of the opinion that ‘push’ and ‘pull’ motivations might coexist.
Concerning the practical implications, this study gives interested organisations new
insights into the current state of entrepreneurial motivation in an LDC. With the aim of stimulating
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people to start a business, managers in LDCs should focus on the pull factors of people, such as
communicating to them to: have the aim of becoming rich; to set clear goals for work; follow the
example of a person that is admired; pursue doing innovative things; and start a small business as a
passion. Also the stimulation of education in terms of courses, seminars, workshops, and ‘honours
classes’ could be fruitful.
Concerning the research limitations, this study has been conducted on a Western-based
questionnaire. However, an attempt was made to solve this ‘problem’ by starting with a qualitative
research approach. The expert interviews more or less confirm the results of the research approach
that we used for the fieldwork. The rather optimistic results suggest there might be a response bias:
the Ugandan respondents from our sample answered the questions mainly with higher values on the
majority of the scales, such as the values of 4 and 5 on the 5-point scale. Another limitation is the
selection of items which we used in the classification of the literature of push factors and pull
factors. Inevitably, this is partly an arbitrary selection. We based the selection on research of the
literature and the confirmation of the findings from the qualitative interviews, and eventually
proved that our pre-selection of factors argues against the premise that ‘For people who start their
own business in an LDC, push factors are more important than pull factors’. However, other
factors which are not mentioned in this research might be worth consideration in future research.
Concerning the literature of entrepreneurial motivation and push factors and pull factors, a
recommendation for future research is to clarify the differences and similarities within this web of
typologies.
Other possible limitations of this study can be related to the applied fieldwork, the research
method, the time period of the study, the sample size, and the location of the fieldwork. A
recommendation for future research is to improve these possible shortcomings.
A final remark should be made about the generalisability of the study. Although the
sample size is substantial, the sample itself was one specific, pre-selected group of small business
owners. This implies that the results from this sample might not be representative for other groups
of small business owners in an LDC. Therefore, future research could focus on investigating
multiple groups of homogeneous small business owners in LDCs.

2.6 Conclusion
Studies on entrepreneurs from LDCs often show that push factors are the most significant
motivations to become self-employed (for example, Akanda, 1994; Bewayo, 1995; Chu et al., 2007;
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Roy and Wheeler, 2006). Therefore, too often, small business ownership is perceived incorrectly as
a ‘necessary evil’, or as an easy way to earn quick money. This study shows that the motivations of
entrepreneurs in terms of push factors and pull factors are, at least, mixed. Although ‘necessity’ is
perceived by the sample of small business owners in this study to be an important factor, the study
provides sufficient evidence that pull factors dominate the push factors.

36

Chapter 3
Entrepreneurial motivation and small business growth in Rwanda5

Figure 3.1 Map of Rwanda (Central Intelligence Agency, 2015b)

5

This chapter is based on the paper that has been published in the Journal of Entrepreneurship in Emerging Economies as
‘Eijdenberg, E.L., Paas, L.J, & Masurel, E. (2015). Entrepreneurial motivation and small business growth in Rwanda, Journal of
Entrepreneurship in Emerging Economies, 7(3), 212-240’. Minor textual adjustments of the published paper have been made to
enhance the fit of the chapter within the PhD thesis.
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Abstract
The study in this chapter investigates the relationship between entrepreneurial motivation and small
business growth in one of the poorest emerging countries: the African Least Developed Country
(LDC) Rwanda. On the basis of theoretical studies and a pre-study of interviews with local experts
in Rwanda, we developed a survey for our study. Based on primary data from 133 Rwandan small
business owners, we carried out an exploratory factorial analysis to uncover the underlying factors.
Subsequently, we conducted regression analyses to test our hypotheses. The analyses show that the
predictors for the growth of small businesses can be divided into three factors: 1) one factor with a
mix of motivations related to family background, necessity motivation, and opportunity
motivations; 2) one factor with items predominantly related to opportunity motivation; and 3) one
factor with items related to necessity motivation. The first factor has the strongest positive effect on
small business growth followed by the second factor. The factor concerning necessity motivation
was irrelevant for further inclusion in the regression model, due to insufficient reliability. The study
contributes to the debate in the literature about which entrepreneurial motivations affect the growth
of small businesses in LDCs.
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3.1 Introduction
Amongst the world’s emerging economies, there are countries which belong to the poorest of the
world: the Least Developed Countries (LDCs). Not much is known about the role of the
entrepreneur in small business growth in LDCs. Nevertheless, it is commonly accepted that ‘small
businesses dominate the economic life of most developing countries’ (Gollin, 2008, p.19). The
owners of small businesses in developing countries play an important role in economic
development (Acs et al., 2008; Hal et al., 2012; Koveos, 2011). At the macro-level small business
ownership is considered as a form of entrepreneurship, and many scholars (for example, Audretsch
et al., 2006; Baumol et al., 2007; Powell, 2008) argue that entrepreneurship drives economic
development, and ‘impacts economic performance at the individual, firm and societal levels,
affecting personal wealth, firm profitability, and economic growth’ (Wennekers et al., 2002, p. 27).
In addition, many authors have tried to explain Africa’s poor economic development (for example,
Bloom et al., 1998; Collier and Gunning, 1999; Ojo and Oshikoya, 1995), often based on macroeconomic data and models (for example, Nyarko, 2013; Sala and Trivin, 2014), but not much is
known about the individuals who own the small businesses (the entrepreneurs), and how these
businesses grow. Specifically, with regard to the growth of small businesses, many questions
remain unanswered. Although there is a substantial amount of literature on (small) business growth,
many scholars are concerned about the substantial lack of conceptual understanding or development
(Gilbert et al., 2010; McKelvie and Wiklund 2010; Wiklund et al., 2009). Conceptual development
has not advanced (Wiklund et al., 2009); empirical models have little explanatory power (Coad et
al., 2014); and cumulative findings are lacking. These shortcomings may be due to an overemphasis
on growth outcomes, as opposed to understanding the antecedents of small business growth. To
better understand how small businesses grow, it is useful, for both research and policy-making
practice, to unravel the reasons why certain small businesses in LDCs do grow, while others do not,
and what the role of the small business owner is in this context. Some of the reasons why certain
enterprises grow and others do not, might stem from the small business owner’s entrepreneurial
motivation. We have, therefore, conducted a study to assess the effect of entrepreneurial motivation
on small business growth in Rwanda, one of the 30 poorest countries in the world.
Individuals start a business for many reasons (Birley and Westhead, 1994). In the
literature, these reasons are extensively discussed on the basis of a variety of terms, such as
‘drivers’ (Hessels et al., 2008), ‘factors’ (Naudé et al., 2008), ‘determinants’ (Davidsson, 1991), or
‘entrepreneurial intentions’ (for example, Douglas and Shepherd, 2002; Kolvereid, 1996; Lee et al.,
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2011; Zhao et al., 2010). However, most often the literature refers to ‘entrepreneurial motivations’
(Carsrud and Brännback, 2011; Shane et al., 2003). Entrepreneurial motivation, interpreted as a
dichotomy of necessity and opportunity motivations, has been recently debated in the literature (for
example, Dawson and Henley, 2012; Eijdenberg and Masurel, 2013; Langevang et al., 2012). In
this dichotomy, opportunity motivations concern the ‘people who choose to start their own business
by taking advantage of a perceived entrepreneurial opportunity’ (Hechavarria and Reynolds, 2009,
p. 418). Necessity motivations concern the ‘people who start a business because other employment
options are either absent or unsatisfactory’ (Hechavarria and Reynolds, 2009 p. 418). In addition,
we know that these reasons can significantly affect the growth of small businesses (Baum and
Locke, 2004). In contrast to developed countries, necessity-motivated small business owners are
predominant in lower-income countries, such as LDCs (Wennekers et al., 2005). These small
business owners heavily depend on their marginal daily sales for survival, and are therefore less
able to reach their potential (Hessels et al., 2008). However, apart from the debate about the
dichotomy of necessity and opportunity, how the entrepreneurial motivation of small business
owners in LDCs relates to the growth of their businesses is barely researched.
We have recognised the lack of agreement in the literature about the small business
owner’s entrepreneurial motivation in relation to small business growth, particularly in certain,
‘non-traditional settings’ (Kriauciunas et al., 2011, p. 995). With respect to this lack of agreement,
we follow recent suggestions made by scholars to pay more attention to country-specific research in
East Africa (for example, Bruton et al., 2008; Khavul et al., 2009; Smith, 2009). The current study
treats the small business owner’s entrepreneurial motivation as the ‘independent variable’ and small
business growth as the ‘dependent variable’, by addressing the following question: ‘To what extent
is small business growth in a Least Developed Country determined by the small business owner’s
entrepreneurial motivation?’. This research question is investigated with reference to a typical,
representative and growing business sector in Rwanda: the handicraft businesses. In the next
section, the relevant literature will be discussed on the basis of the subjects tested for this study: the
entrepreneur; entrepreneurial motivation; and small business growth. Subsequently, we provide a
section on methodology. Our findings are presented in the results section. The paper closes with a
discussion, followed by the conclusion.
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3.2 Literature reflections
Because we found no literature on entrepreneurial motivation and small business growth in
Rwanda, we largely rely on studies from other countries and regions of the world for a complete
understanding of entrepreneurial motivation and small business growth in Rwanda.

3.2.1 Defining the entrepreneur
Prior to the discussion of past research on entrepreneurial motivation and small business growth, a
short clarification is required to explain the focus of our study: the entrepreneur. Contrary to the
creativity and innovation view of the entrepreneur (Schumpeter, 1934), the current study focusses
on the small business owners (Bewayo, 1995), or small-scale business starters (Kristiansen, 2002),
implying, ‘a person (or group of individuals) who creates a new business (for profit) and employs at
least one other paid employee’ (Kirkwood, 2009). The entrepreneurs in the current study are
considered to be owners of small- and medium-sized enterprises (SMEs), here called ‘small
businesses’. In LDCs, it is relevant to distinguish between SMEs and micro- and small-sized
enterprises (MSEs): SMEs are generally larger and better organised than MSEs, which are
generally poorly managed, one-person operations, undercapitalised, and unstructured (Kiggundu,
2002).

3.2.2 Entrepreneurial motivation
When it concerns lower-developed countries, such as LDCs, entrepreneurial motivation is
commonly related to the need or pressure to start a business as a result of the small business
owners’ unfavourable external circumstances, such as poverty. Because of their situation, they act
less on potential opportunities (Morris et al., 2006). Hechavarria and Reynolds (2009) define
necessity-based entrepreneurship as involving ‘people who start a business because other
employment options are either absent or unsatisfactory’ (p. 418). This definition is confirmed by
studies in African LDCs, such as those by Akanda (1994) and Bewayo (1995), who studied the
entrepreneurial motivation of local entrepreneurs, and found that the desire for more money is the
most important necessity driver. In their study based on entrepreneurs from West-Africa, Roy and
Wheeler (2006) found that satisfying basic needs, such as food and shelter, is the most significant
variable. Kiggundu (2002) refers to the poor economic and environmental situation which forces
individuals to struggle to survive, and therefore pushes them to become entrepreneurs. Chu et al.
(2007) found in Ghana and Kenya that individuals start a business in order to increase their income
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and create jobs for themselves in order to survive. This relates to the ‘underpayment’ and
‘necessity’, as studied by Storey (1994). In relation to small business growth, the question is
whether necessity-motivated people are less able to reach their potential for innovation, job growth,
and building competitive advantage (Hessels et al., 2008), because they are constrained in their
resources and capital.
In contrast to entrepreneurs with necessity motivations, ‘opportunity entrepreneurs’ are
motivated by the achievement of success through exploiting opportunities for economic gain, and
‘opportunity entrepreneurship represents the voluntary nature of participation’ (Acs and Varga,
2005, p. 329). In its broadest sense, an entrepreneurial opportunity is the chance to meet a market
need, interest, or want through a creative combination of resources or capabilities in order to deliver
superior value (Casson, 1982; Kirzner, 1973; Schumpeter, 1934). The resources or capabilities may
involve innovations or ideas for new products and services. Opportunities imply certain events that
start unformed and then become more developed through time (Ardichvili et al., 2003). Most of the
categorisations made by scholars (for example, Eckhardt and Shane, 2003; Sarasvathy et al., 2003)
rely on, and discriminate between, opportunity recognition by entrepreneurs (Drucker, 1998),
opportunity creation (Shackle, 1961), and opportunity identification (DeTienne and Chandler,
2007). However, whether they are recognised, created, or identified, the fact that opportunities are
perceived is one of the dominant conceptions of the entrepreneur (Kirzner 1979, 1982, 1983).
According to the Oxford English Dictionary definition, perception is: ‘The ability to see, hear, or
become aware of something through the senses’ (Oxford Dictionary, 2015). The extent to which an
individual perceives opportunities may differ. Individuals can differ in their abilities to recognise,
create and/or identify opportunities. These differences can stem from the individual’s family
background, experience, or the individual’s external circumstances (Ardichvili et al., 2003). There
are individuals who are highly sensitive to market needs, so they perceive opportunities for new
products and services instantly and in any context in which they act (Endsley, 1995).
Furthermore, entrepreneurial motivation is often studied in relation to certain personal or
firm-related outcomes, such as, amongst others: self-realisation and recognition (Edelman et al.,
2010); success factors, such as a reputation for honesty and friendliness (Benzing et al., 2009);
high-job-growth, i.e. employment of a lot of people, and export-oriented entrepreneurship (Hessels
et al., 2008); and firm growth (Delmar and Wiklund, 2008). Examples of opportunity motivations
as predictors for small business growth are: obtaining loans; tax opportunities; and favourable
capital circumstances (Davidsson, 1991). Concerning necessity motivations, it is known that these
42

motivations negatively relate to small business growth, because these entrepreneurs tend to have
lower aspiration levels (Reynolds et al., 2002). From 36 mostly non-LDCs in the Global
Entrepreneurship Monitor (GEM) data, it is found that necessity entrepreneurship is more prevalent
in lower-income countries and decreases with the level of economic development (Wennekers et
al., 2005).
While certain types of motivations can be grouped in terms of a dichotomy of necessity
and opportunity motivations, akin to the ‘push-pull’ factors (for example, Hessels et al., 2008),
there are more types of entrepreneurial motivations beyond the basic dichotomy, such as the need
for achievement, risk taking, self-efficacy, and drive (Shane et al., 2003). The dichotomy of
necessity and opportunity motivations has recently gained more attention from scholars who call
for a more nuanced explanation of motivations, which is more complex than a division into only
necessity and opportunity motivations, or just one of them (see, for example, Dawson and Henley,
2012; Gurtoo and Williams, 2009b; Langevang et al., 2012; Williams and Nadin, 2010; Williams
and Round, 2009). For example, people in LDCs can have both necessity and opportunity
motivations at the same time (Eijdenberg and Masurel, 2013). This means that, when we assess
small business growth in LDCs by entrepreneurial motivation, we should follow the path of using
multiple types of motivations as opposed to making a separation of necessity and opportunity
motivation a priori. Therefore, we formulated the following hypothesis:
Hypothesis 1 (H1): Small business growth in an LDC is more likely to be determined by a
mix of motivations, as opposed to just opportunity motivations and necessity motivations.

3.2.3 Socio-demographics
Small business owners, like all individuals, have three basic characteristics in common: they have a
certain gender; they have a certain age; and they have a certain degree of knowledge, usually
obtained from a type of education which they have completed. These socio-demographics are
known in the literature to be important determinants for certain outputs, such as business
performance. Concerning gender, we know from studies from higher-income countries that femaleowned small businesses perform worse than their male-counterparts (for example, Bosma et al.,
2004; Du Rietz and Henrekson, 2000; Fairlie and Robb, 2009). Therefore, we hypothesise:
Hypothesis 2 (H2): Male small business owners are more likely to have a higher business
growth in an LDC than female small business owners.
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Concerning age, we know from higher-income countries that age can have a positive effect
on performance (for example, Delmar and Shane, 2004; Haynes, 2003; Stuart and Abetti, 1990). As
experience comes with the years, we can assume that experience is inherently and positively related
to age; i.e. becoming older. Therefore, we hypothesise:
Hypothesis 3 (H3): Older small business owners are more likely to have a higher business
growth in an LDC than younger small business owners.
Concerning education, we know from higher-income countries that the possession of
knowledge that is gathered by completed years or obtained degrees, positively affects the
performance outcomes of small businesses (for example, Cooper et al., 1994; Dimov and Shepherd,
2005; Gimeno et al., 1997). Therefore, we hypothesise:
Hypothesis 4 (H4): Higher-educated small business owners are more likely to have a
higher business growth in an LDC than lower-educated small business owners.

3.2.4 Small business growth
Small business growth is often used as a proxy for firm performance (for example, Brush and
VanderWerf, 1992; Chandler and Hanks, 1993; Fombrun and Wally, 1989; Tsai et al., 1991), and
there is a long list of studies addressing growth measures (for example, Barba-Sánchez and
Martínez-Ruiz, 2009; Barringer et al., 2005; Bastesen and Vatne, 2014; Baum and Bird, 2010;
Cassar, 2007; Chandler et al., 2009; Colombo and Grilli, 2010; Davidsson, 1989; Dobbs and
Hamilton, 2007; Janssen, 2006, 2009; Kaikkonen, 2006; O’Regan et al., 2006; Prasad et al., 2013;
St-Jean et al., 2008; Terjesen and Szerb, 2008; Wiklund and Shepherd, 2005). Many of the
aforementioned studies used as growth measures, amongst other things, sales, profit, and the
number of employees. Scholars make a distinction between perceptual growth measures and
objective growth measures (Delmar et al., 2003). The difference between perceptual and objective
growth measures, is that ‘perceptual’ means how the change in small business growth is perceived
by the small business owner, and therefore can be more personal/subjective; and ‘objective’ means
the actual small business growth, in terms of figures and numbers, such as the amount of sales, or
the number of employees. Dess and Robinson (1984) examined the usefulness of perceptual
performance measures, and propose that, in case of difficulty or the absence of objective measures,
perceptual measures of return on assets and sales can be considered as appropriate measures.
Regarding the objective measures, sales growth is the basic form of growth, followed by other
measurements, such as employment and assets (Janssen, 2009). However, often the debate concerns
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how many, and then which, growth measures to use (Delmar, 1997). The use of multiple measures,
instead of only one measure, increases the likelihood of capturing small business growth.
Therefore, for the current study we use: 1) sales; 2) employment; and 3) assets. With respect to
these three measures, Hofer and Schendel (1978) state that ‘growth in sales’ reflects ‘how well an
organization relates to its environment’ and the way its product market scope is being successfully
expanded (Ansoff, 1965). Subsequently, Delmar (1997) argues that employment growth is the final
adjustment to changes, as the adoption of new employees is the final phase during a situation of
changing demand. In addition, many studies on small business growth in developing countries rely
on employment, because the number of employees as a measure can usually be provided by small
business owners (for example, Bigsten and Gebreeyesus, 2007; Mead and Liedholm, 1998; Nichter
and Goldmark, 2009; Robson and Obeng, 2008). Finally, Treynor (1977) describes assets as being
items of considerable economic value, which are in the possession of an individual or an
organisation, and which can be converted into money.

3.3 Methodology
3.3.1 Setting of the study
Although collecting primary data in contexts such as Africa can involve major difficulties for
researchers (Kolk and Van Tulder, 2010), we have managed to collect primary data. In its broadest
sense, ‘Africa is a diverse continent with distinct historic, economic, and social traditions. The
continent has approximately one-seventh of the world’s population’, and ‘Low population density
means that the cost of economic integration in terms of transportation is high. When the land is
sparsely settled, groups come together less, and thus have less in common, which, in turn,
undermines economic integration, knowledge transfer, and trade based on comparative advantage’
(Khavul et al., 2009, p. 1221). The large socio-demographic diversity of ethnic groups and the
autocracy and power concentration of single ethnic groups have both contributed to Africa’s slow
economic development (Collier and Gunning, 1999), at least compared with the ‘Western world’.
The empirical fieldwork was conducted in Rwanda, an LDC, which differs substantially
from a developed country. In this study, we rely on the United Nations website for the criteria to
define LDCs (United Nations, 2014). Furthermore, the relatively recent liberalisation policies of the
governments in East Africa have resulted in an expanding free market and international trade,
which has favoured the development of economies (Kristiansen, 2002). Growing markets in LDCs,
such as Rwanda’s neighbouring country, Tanzania, are fostering the growth of small businesses
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(Trulsson, 1997; Noorbakhsh and Paloni, 2001). After the genocide, in 1994, Rwanda became a
politically stable country, where the economy substantially recovered (Lugan, 1997). Nevertheless,
the violent conflict has substantially affected the long-term demographic and socio-economic
distributions in Rwanda (De Walque and Verwimp, 2010). Concerning economics alone, it has
been estimated that, without the genocide, the Gross Domestic Product (GDP) could have been
25% to 30% higher in 2001 (Lopez and Wodon, 2005). Trade and entrepreneurship in Rwanda is
leading to more cooperation among former enemies, and economic interaction as a tool for recovery
provides a cost-effective alternative to reconciliation programmes from the government
(Boudreaux, 2007). Therefore, sectors which encompass small businesses are on the rise, and since
2003 Rwanda’s gross domestic product (GDP) has had an average annual growth of approximately
8% with almost no inflation (Central Intelligence Agency, 2015b).

3.3.2 Establishing the questionnaire
The questionnaire was based on: (1) a literature review; and (2) a pre-study consisting of expert
interviews prior to the main study which was concerned with quantitative data collection. After the
literature review, we conducted 25 in-depth, semi-structured interviews for the pre-study in order to
shape the questionnaire that was the basis for the quantitative main study. The final questionnaire
was developed in English, and translated into Kinyarwanda, Rwanda’s first official language, and
afterwards checked by some of the experts.
Concerning the pre-study, qualitative data were collected in the Rwandan cities of Kigali
and Gisenyi, in the period June – August 2012, because many experts and business owners were
located in these two cities at that time. We identified, categorised, and selected the interviewees
based on their connections with, and expertise in, entrepreneurship and work experience. The first
group of interviewees were five representatives from government institutions, such as the Ministry
of Commerce, and ten representatives from the private sector, such as banks and start-up
incubators. All of these experts had work experience of at least two years in their field. The second
group of ten respondents were mainly small business owners from the larger handicrafts shops, or
‘cooperatives’, based in one of the two largest touristic cities where these shops can be found:
Kigali and Gisenyi. This research approach provided us with broad insights about our research
topic. We used an interview guide for the interview process. We presented and discussed a list of
items from prior research to determine to what extent these items are applicable for small business
owners in Rwanda. The interviewees agreed with the items established from the literature, and
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suggested new items, which are presented all together in Table 3.1. The interviewees confirmed us
to measure small business growth according to the following items: ‘How did the number of
employees of the business change over the last three years of operation?’, ‘How did the business
sales change over the last three years of operation?’, ‘How did the value of the organisation’s
housing change over the last three years of operation?’ and ‘Has your income increased between
01-01-2009 and 01-01-2012?’.
Concerning the main study, Table 3.1 shows the items that we used in the questionnaire,
which was distributed among 133 small business owners, including the means and standard
deviations. The first column presents the items according to a number (#). That number is
subsequently used in following tables. The second column presents the item (scale), the mean and
the standard deviation. The third column presents the origin of the items and the summarised
definition of the item.
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#

Item (Scale). Mean, Standard deviation.

1
2

Gender (1: Male; 2: Female). 1.31, .46.
Age (Number). 37.5, 10.10.
Highest completed education (No education; primary school; junior secondary school; senior secondary school; university Bachelor’s degree; university Master’s
degree; Other). 3.69, 1.24.
I have many more promising ideas than I have time and the resources to pursue (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.98, .81.
Changes in the society-at-large often give me ideas for new products and services (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.98, .73.

3
4
5
6
7
8
9
10

I never experience a lack of ideas that I can convert into profitable products/services (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.78,
1.00.
I started the current business because my family provided me with customers (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 2.16, 1.02.
I started the current business because my family provided me financially with the start-up (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
2.37, 1.16.
I started the current business because I had a strong identification with my family business (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5:
Strongly agree). 3.20, 1.14.
I started the current business because I had the start-up experience from previous businesses (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
3.08, 1.27.

11

I started the current business because I had management experience in previous businesses (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
3.11, 1.28.

12

I started the current business because I perceived that the government provided me with favourable incentives to start a business at that time (1: Strongly disagree; 2:
Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 2.80, 1.32.

13

I started the current business because I perceived favourable circumstances in getting a loan at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5:
Strongly agree). 2.71, 1.37.

14

I started the current business because I perceived favourable circumstances with taxes at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly
agree). 2.69, 1.32.

15

I started the current business because I perceived favourable circumstances to get the capital I needed for the start-up at that time (1: Strongly disagree; 2: Disagree; 3:
Not sure; 4: Agree; 5: Strongly agree). 3.63, .94.

16

I started the current business because I perceived that there were market opportunities for new product, service or technology development at that time (1: Strongly
disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.95, .84.

17

I started the current business because I perceived that there were opportunities to build a large network which would benefit my business at that time (1: Strongly
disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 4.00, .71.

18

I started the current business because I perceived that there were financial opportunities which would benefit my business at that time (1: Strongly disagree; 2: Disagree;
3: Not sure; 4: Agree; 5: Strongly agree). 4.02, .70.
The table continues on the next page

48

‘Summarised definition of
the item’. Origin of the
items
Standard demographic
questions.
‘Entrepreneurial selfefficacy’.
Added after the interviews,
adapted scales from Brown
et al. (2001).
‘Entrepreneurial family
background’.
Added after the interviews;
based on Morrison (2000).
‘Previous entrepreneurial
experience’.
Added after the interviews;
based on Stuart and Abetti
(1990).
‘Government incentives’.
Added after the interviews;
based on interviews.
‘Getting loans’.
Based on Davidsson
(1991).
‘Tax opportunities’.
Based on Davidsson
(1991).
‘Favourable capital
circumstances’.
Based on Davidsson
(1991).
‘Market opportunities’.
Added after the interviews;
based on interviews.
‘Network opportunities’.
Added after the interviews;
based on interviews.
‘Financial opportunities’.
Added after the interviews;
based on interviews.

19

I started the current business because I perceived that there were opportunities with raw materials which would benefit my business at that time (1: Strongly disagree; 2:
Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.98, .79.

20

I started the current business, because I liked it to own a business at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.89, .75.

21

I started the current business because I perceived chances in recruiting personnel at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
2.94, 1.32.

22

To what extent did you start your business out of opportunity? (1: Not at all; 2: A little; 3: Somewhat; 4: Much; 5: To a great extent). 3.13, .89.

23

Did you found your business because you perceived the opportunity to do so? (1: Not at all; 2: A little; 3: Somewhat; 4: Much; 5: To a great extent). 3.41, .77.

24

I started the current business because I was unemployed at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.19, 1.16.

25
26
27

I started the current business because I was not able to sustain my family at that time (#1) (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
2.87, 1.06.
I started the current business because I needed to contribute to poverty reduction in my environment at that time (#2) (1: Strongly disagree; 2: Disagree; 3: Not sure; 4:
Agree; 5: Strongly agree). 3.96, .78.
I started the current business because I needed to increase my personal income at that time (#3) (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly
agree). 4.28, .61.

28

I started the current business because I was discriminated against by other employers at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly
agree). 2.71, 1.28.

29

I started the current business because I faced difficulty with the transferability of my diplomas for a paid job, at that time (1: Strongly disagree; 2: Disagree; 3: Not sure;
4: Agree; 5: Strongly agree). 2.79, 1.18.

30

I started the current business for myself because I was blocked for promotion at my previous job at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5:
Strongly agree). 2.36, 1.25.

31

I started the current business because I was unable to find a paid job at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 3.03, 1.19.

32

I started the current business because I got fired from my previous job at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree). 2.06,
1.06.
The table continues on the next page
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‘Resource opportunities’.
Added after the interviews;
based on interviews.
‘Love of being an
entrepreneur’.
Added after the interviews;
based on interviews.
‘Recruiting personnel
opportunities’.
Based on Davidsson
(1991).
General questions on
opportunity motivation.
Added after the interviews;
based on interviews.
‘Unemployment’.
Based on Hessels et al.
(2008).
‘Poverty reduction’.
Added after the interviews;
based on interviews.
‘Discrimination in
previous job’.
Based on Masurel and
Nijkamp (2004).
‘Nontransferability of
diplomas’.
Based on Masurel and
Nijkamp (2004).
‘Blocked promotion in
previous job’.
Based on Sexton &
Bowman-Upton (1990).
‘Inability to find a paid
job’.
Added after the interviews;
based on interviews.
‘Redundancy’.
Added after the interviews;
based on interviews.

33

I started to work for myself because I was dissatisfied with my previous work at that time (1: Strongly disagree; 2: Disagree; 3: Not sure; 4: Agree; 5: Strongly agree).
2.47,: 1.31.

34

To what extent did you start your business out of necessity? (1: Not at all; 2: A little; 3: Somewhat; 4: Much; 5: To a great extent). 3.28, .91.

35

Did you found your business because you perceived the necessity to do so? (1: Not at all; 2: A little; 3: Somewhat; 4: Much; 5: To a great extent). 3.71, .80.

36
37
38
39

How did the number of employees of the business change over the last three years of operation? (1: Strongly decreased; 2: Decreased; 3: Stayed the same; 4: Increased;
5: Strongly increased). 3.53, .73.
How did the business sales change over the last three years of operation? (1: Decrease with more than 5%; 2: Decrease between the 5% and 0%; 3: Stayed equal 0%; 4:
Increase between the 0 and 5%; 5: Increase with more than 5%). 3.92, .82.
How did the value of the organisation’s housing change over the last three years of operation?6 (1: Decrease with more than 5%; 2: Decrease by between the 5% and
0%; 3: Stayed equal 0%; 4: Increase between the 0 and 5%; 5: Increase with more than 5%). 3.62, .83.
Has your income increased between 01-01-2009 and 01-01-2012? (1: Not at all; 2: A little; 3: Somewhat; 4: Much; 5: To a great extent). 3.13, 1.03
Table 3.1 The measurement instrument.

6

‘Dissatisfaction with
previous job’.
Added after the interviews;
based on interviews.
General questions on
necessity motivation.
Added after the interviews;
based on interviews.

Standard business growth
questions.

In the questionnaire, we asked: ‘How did the value of the organisation’s housing change over the last three years of operation?’. By asking for the gross value, we aimed to obtain information
from the respondent about the change in total worth of their housing, regardless of personal debts, mortgages, amortisation, value appreciation or value depreciation.
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3.3.3 Data collection
After developing the questionnaire, based on the literature review and a pre-study of expert
interviews, we carried out the quantitative fieldwork. Permission for this was granted by the
Rwandan Ministry of Education, which provided us with an official permit to collect the data,
under the conditions that: 1) we would perform the research with the utmost confidentiality; and 2)
we would present the published findings to the Ministry when the research was finished.
Our sample includes 133 small business owners in the handicrafts sector within the
tourism industry in Kigali and Gisenyi. This sector is typically ‘urban micro-retail, dominated by
instant trade’ (Fafchamps, 2001, p. 112). These handicraft shops mainly sell traditional African
clothes, drawings, decorations, wooden handmade craft items, and small furniture. In order to
exclude heterogeneity within the sample, we ensured that all of these small businesses met the
following four conditions: (a) they were formally registered with the Rwanda Development Board;
(b) they paid tax; (c) they were founded between 1998 and 2008; and (d) the active owner was also
the founder of the firm. We applied cluster sampling, based on an official list of organizations
acquired from the Rwandan Ministry of Tourism. This list included the entire population of all
handicraft businesses which had been formally registered from 1970 until the date of our data
collection. The motivation for the choice of this sector is: (1) we were advised by the experts from
the interviews to use this sector, as it represents a typical African small business; and (2) each of
the entrepreneurs from this sector meets all of the four above-mentioned conditions. The majority
of the small business owners in our sample were male (69.2%); the average age of all the small
business owners was 38.5 years; and most respondents (69.1%) reported having had secondary
school, as their highest obtained level of education. We randomly selected small firms derived from
the official list of small business owners. A large number of the small firms were mainly located in
the capital Kigali and the city of Gisenyi. We had a high response rate because we conducted the
questionnaire with the small business owners by appointment, on the spot, and with local
assistance. Only a few small business owners refused to cooperate, but this proportion is negligible
as it only represents 2.0% of the whole sample.

3.3.4 Analysis
The items that are numbered 7 to 35 in Table 3.1 are assessed as reasons why individuals started a
business (we will deal with the items 4 to 6 at the end of Section 4.2). In order to unravel the
interrelationship between the items, we performed an exploratory factorial analysis (EFA). In the
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EFA, factors are composed from the items, whereby the shared variance is analysed by using a
mathematical model (Tabachnick and Fidell, 2007). After the EFA, we ran hierarchical regression
models, to assess the effects of entrepreneurial motivations and socio-demographics on business
growth.

3.4 Results
In this section, we present the results of the study. We start with frequency tables and correlations
in Section 3.4.1. Section 3.4.2 discusses the EFA. Section 3.4.3 discusses the regression models and
the hypotheses.

3.4.1 Frequency tables and correlations
Table 3.2 shows the occurrence and the distribution of the dependent variables: the small business
growth items. From Table 3.2 it can be concluded that the small businesses do grow, because more
than half of the small business owners indicated that their business had grown over the last three
years and that their income had grown between 01-01-2009 and 01-01-2012.

Median
Strongly
decreased,
percentage

How did the
number of
employees of
the business
change over the
last three years
of operation?
4.00
1.5

Decreased,
percentage

7.5

Stayed the same,
percentage

30.1

Increased,
percentage

58.6

Strongly
increased,
percentage

2.3

How did the
business
sales change
over the last
three years
of operation?

How did the
value of the
organisation's
housing change
over the last three
years of
operation?
4.00

Median
4.00
Decreased by
more than 5%,
1.5
2.3
percentage
Decreased by
between 5% and
6.7
6.8
0%, percentage
Stayed equal 0%,
8.3
26.3
percentage
Increased by
between 0% and
64.7
55.6
5%, percentage
Increased by
more than 5%,
18.8
9.0
percentage
Table 3.2 Small business growth: The scores.

Has your
income
increased
between 0101-2009 and
01-01-2012?
Median

3.00

Not at all,
percentage

4.5

A little,
percentage

28.6

Somewhat,
percentage

21.1

Much,
percentage

41.3

To a great
extent,
percentage

4.5

Next, we performed a correlation analysis to explore how all the items are correlated.
From Table 3.3 can be seen that 43 of the 150 possible correlations with the small business growth
items are significant. These significant correlations are the basis for our exploration of underlying
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factors and causal effects in the next sections. Table 3.3 reports no very high correlation
coefficients (r > .90) which would indicate problems of multicollineairty (Pallant, 2010).

53

#

1

2

3

4

5

6

7

8

9

10

11

12

13

14

1

1

2

-0.05

1

3

0.07

-.25**

1

4

0.01

.00

-0.01

1

5

-0.02

.26**

-0.07

0.17

1

6

0.06

0.13

-0.05

.20*

.35**

1

7

.18*

-.18*

0.14

-0.05

-0.02

.26**

1

8

.22**

0.03

0.01

0.02

-0.02

0.15

.63**

1

9

0.12

0.03

0.02

-.19*

0.11

0.16

.30**

.33**

1

10

-0.07

-0.01

0.14

0.04

0.16

.34**

.45**

.40**

.00

1

11

.00

-0.05

.21*

0.02

.24**

.27**

.43**

.25**

0.06

.62**

1

12

-0.01

-0.06

0.11

0.08

0.12

.40**

.47**

.45**

.19*

.44**

.39**

1

13

0.01

0.08

0.05

0.13

0.11

.46**

.40**

.29**

-0.06

.43**

.42**

.59**

1

14

.00

0.01

0.11

-0.02

0.05

.35**

.47**

.38**

0.06

.62**

.54**

.63**

.60**

1

15

0.02

0.02

0.10

.23**

0.08

0.08

0.09

0.13

-0.17

.26**

0.12

0.10

0.12

.26**

1

16

-0.12

0.02

0.07

0.08

0.17

0.03

0.04

0.01

0.08

0.02

0.15

0.01

0.03

0.09

.41**

1

17

-0.16

0.12

0.10

0.03

0.04

0.03

-0.08

-0.10

-0.08

.20*

.26**

0.06

0.04

0.11

0.06

.39**

1

18

-0.14

0.08

-0.02

.19*

0.09

0.10

-0.01

-0.02

.00

.25**

.23**

0.14

0.09

.20*

.32**

.22*

.44**

1

19

-.19*

0.15

-0.06

0.14

0.16

0.13

-0.09

.00

-0.01

0.05

0.14

.18*

0.09

.24**

0.12

0.13

.19*

.23**

1

20

-0.01

0.07

0.04

.19*

0.04

.00

-0.01

0.13

0.07

.00

0.06

0.10

0.09

0.04

.21*

.44**

.26**

0.09

.29**

1

21

-0.01

0.04

0.15

0.11

0.11

.47**

.47**

.40**

0.05

.55**

.46**

.70**

.65**

.75**

0.13

0.14

0.16

0.14

.27**

0.15

1

22

-0.04

0.03

.19*

0.13

.21*

.33**

.25**

.18*

-0.02

.45**

.46**

.41**

.35**

.45**

.45**

.32**

0.17

.35**

.23**

.17*

.49**

1

23

-0.11

-0.16

.20*

-0.04

.21*

.18*

0.12

0.06

0.04

.20*

.32**

.32**

0.16

.18*

.19*

.30**

.20*

.22*

.19*

.22*

.28**

.59**

1

24

0.13

-.27**

0.11

0.10

-0.04

-0.15

0.12

0.04

-0.05

-0.13

-0.13

0.04

-0.04

-0.07

-0.08

0.10

.00

-0.01

-0.17

-0.12

-0.03

-0.08

-0.01

25

-0.01

-0.04

-0.04

0.04

0.02

-0.06

0.08

.18*

0.11

-0.09

0.07

0.08

0.08

-0.02

-.20*

-0.02

-0.13

-0.12

0.03

-0.11

0.14

-0.12

.00

26

-.18*

.00

0.08

0.14

.34**

.34**

0.14

0.12

.18*

.23**

.34**

.31**

.27**

.34**

-0.01

0.11

0.11

0.17

.43**

0.01

.41**

.25**

.27**

27

-0.04

0.07

0.06

0.09

0.15

0.11

-0.17

-0.13

-0.07

0.06

.22*

-0.14

0.04

0.06

-0.06

0.13

.32**

.27**

.22*

0.09

0.01

0.10

.19*

28

0.15

-0.11

0.16

0.13

0.12

.23**

.42**

.32**

0.05

.38**

.28**

.53**

.46**

.44**

0.07

-0.04

-0.13

0.07

-0.04

0.03

.50**

.31**

0.17

The table continues on the next page
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15

16

17

18

19

20

21

22

23

29

.22*

-0.16

.18*

.19*

.00

0.11

.30**

.19*

0.07

.21*

.20*

.36**

.38**

.23**

0.05

-0.12

-0.09

0.04

-0.09

0.03

.24**

.22*

0.16

30

.17*

-0.01

0.08

-0.02

0.01

0.12

.42**

.35**

.18*

.33**

.26**

.32**

.41**

.34**

.00

-0.09

-.17*

0.03

-0.16

-0.03

.27**

0.13

-0.03

31

0.09

-.20*

-0.02

.23**

-0.10

-0.10

0.05

0.02

0.01

-0.08

0.10

0.01

0.02

0.03

0.08

0.10

-0.04

0.12

-0.02

0.08

-0.14

0.03

0.09

32

0.07

-0.03

0.50

-0.01

.00

0.06

.33**

.33**

0.10

0.15

0.16

.33**

.36**

.22*

-0.07

-0.09

-.22*

-.22*

-0.17

-0.09

.20*

-0.03

0.02

33

0.06

0.04

0.06

.00

0.07

.21*

.29**

.29**

.19*

.34**

.32**

.26**

.34**

.24**

0.03

-0.04

-0.14

-0.01

-0.08

0.05

.20*

0.10

0.01

34

-0.03

0.04

0.09

0.06

0.13

.26**

0.12

0.02

0.03

.29**

.38**

0.13

.18*

.18*

.25**

.22*

.18*

.23**

.23**

0.11

.30**

.40**

.30**

35

-0.08

.17*

-0.05

-0.01

.20*

-0.01

-0.17

-0.12

0.04

-0.04

.20*

-0.11

-0.09

-0.11

0.14

.21*

0.16

0.16

.21*

.23**

-0.12

0.11

.21*

36

0.03

-.227*

0.10

0.08

-0.08

0.15

.26**

.26**

.00

.29**

0.17

.27**

.25**

.22*

0.10

-0.10

.00

0.15

-0.11

-0.04

.20*

0.16

0.05

37

0.02

-0.11

0.13

-0.07

-.20*

0.07

.27**

0.05

0.05

0.11

0.10

0.08

0.09

.19*

-0.06

.00

.00

0.16

-0.12

-0.14

0.16

0.03

-0.03

38

0.01

-0.12

0.11

.17*

-0.03

0.01

0.03

-0.09

.00

0.09

0.14

-0.08

0.07

.00

0.02

0.01

-0.03

0.03

-.21*

0.05

-0.08

0.06

-0.09

39

0.11

-0.08

0.12

0.04

0.17

.38**

.37**

.36**

0.11

.47**

.37**

.53**

.49**

.50**

.20*

0.14

0.11

.20*

0.12

0.11

.54**

.47**

.22*

Table 3.3 Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).

#

24

25

26

27

28

29

30

31

32

33

24

1

25

.23**

1

26

-0.07

.24**

1

27

0.03

-0.04

.31**

1

28

0.15

0.10

.20*

-0.01

1

29

0.17

0.10

0.14

0.03

.52**

1

30

-0.04

0.02

0.03

-0.15

.49**

.39**

1

31

.32**

.22*

.00

.20*

0.02

.25**

0.07

1

32

0.05

.21*

0.10

-.26**

.35**

.34**

.54**

0.17

1

33

-.28**

0.02

0.05

-0.07

.38**

.26**

.65**

-0.05

.53**

1

34

-.17*

-0.08

0.16

0.11

0.12

0.06

-0.04

-0.09

-0.13

0.05

1

35

-0.10

-0.01

0.12

0.17

-0.14

-0.12

-0.14

0.02

-0.5

-0.08

.50**

1

36

0.05

0.05

0.02

0.06

.31**

.25**

.27**

0.11

0.13

.18*

0.01

-0.10

1

37

.21*

0.02

-0.03

0.04

.25**

0.16

.27**

.17*

0.10

0.05

-0.12

-.28**

.41**

The table continues on the next page
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34

35

36

37

1

38

39

38

0.03

-0.12

-0.13

0.12

0.09

0.13

0.07

0.17

-0.09

0.03

0.04

-0.03

.22*

.37**

1

39

0.01

0.03

.19*

0.02

.41**

.21*

.21*

-0.02

0.12

.17*

.21*

0.07

.32**

0.16

0.15

Table 3.3 continued Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).
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1

3.4.2 Factor analysis
The items numbered 7 to 35 are all formulated to assess the reasons why individuals have started
a small business. Therefore, we performed an EFA to search for factors underlying these items.
The first round of the EFA produced nine factors. The EFA was conducted on the basis of
eigenvalues, by evaluating ‘the elbow’ in the scree plot. The scree plot criterion led to a threefactor solution. Next, we continued with the EFAs, generating three factors, and deleting those
that loaded on more than one factor or did not load on any factor at all. The resulting EFA
solution accounted for almost 45% of the variance on the basis of a significant model with a
Kaiser-Meyer-Olkin adequacy measure of .67, 2(136, N = 133) = 560.87, p = .00. Table 3.4
reports all deleted items.

#. Item.
9. I started the current business because I had a strong identification with my family business.
10. I started the current business because I had the start-up experience from previous businesses.
11. I started the current business because I had management experience in previous businesses.
14. I started the current business because I perceived favourable circumstances with taxes at that time.
21. I started the current business because I perceived chances in recruiting personnel at that time.
22. To what extent did you start your business out of opportunity?
26. I started the current business because I needed to contribute to poverty reduction in my environment at that time.
27. I started the current business because I needed to increase my personal income at that time.
28. I started the current business because I was discriminated against by other employers at that time.
29. I started the current business because I faced difficulty with the transferability of my diplomas for a paid job, at that time.
Table 3.4 Deleted items from the EFA.

We called the first factor ‘Mix of motivations’ (six items), because the items concerning
this factor differ strongly. For example, in this factor there is one item: ‘I started the current
business because I was discriminated against by other employers at that time’; and another: ‘I
started the current business because I perceived that the government provided me with
favourable incentives to start a business at that time’. We called the second factor (seven items)
‘Predominantly opportunity motivation’, because the majority (seven) of the items in this factor
involve some opportunity motivation by the small business owner, for example: ‘I started the
current business because I perceived that there were market opportunities for new product,
service or technology development at that time’. The exception in this factor was the item ‘Did
you found your business because you perceived the necessity to do so’, which is a necessity
motivation. We labelled the third factor (three items) ‘Necessity motivation’, because all the
items which compose this factor mean that the individual was forced to start a small business, for
example: ‘I started the current business because I was not able to sustain my family at that time’.
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Next, we assessed the reliability of the three factors. ‘Mix of motivations’ has a
sufficient Cronbach’s Alpha coefficient of .82 (DeVellis, 2003), and the factor ‘Predominantly
opportunity motivation’ has exactly a Cronbach’s Alpha coefficient of .70. The inter-item
correlations are between .20 and .40 (i.e. .22; .23; and 32) which is the optimal recommended
range in the case of low reliability levels of factors with a low number of items (Briggs and
Cheek, 1986). Furthermore, we dropped the factor ‘Necessity motivation’ for further analysis,
because it had a low Cronbach’s Alpha coefficient of .48. Table 3.5 shows the final results of all
the relevant details concerning the factor analysis. The items ‘I started the current business
because I got fired from my previous job at that time’, ‘I started to work for myself because I
was dissatisfied with my previous work at that time’, and ‘To what extent did you start your
business out of necessity?’ are excluded from this table, because these items were dropped in the
process of achieving the highest Cronbach’s Alpha score per factor as possible.
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Factor

#. Item. Factor loading.

α

Mean item
score

Variance

.82

2.52

.07

.70

3.83

.05

.48

3.03

.03

7. I started the current business because my family provided me with customers. .76.

Mix of motivations

8. I started the current business because my family provided me financially with the start-up. .68.
12. I started the current business because I perceived that the government provided me with favourable
incentives to start a business at that time. .77.
13. I started the current business because I perceived favourable circumstances in getting a loan at that time.
.71.
28. I started the current business because I was discriminated against by other employers at that time. .74.

Predominantly opportunity motivation

30. I started the current business for myself because I was blocked for promotion at my previous job at that
time. .68.
15. I started the current business because I perceived favourable circumstances to get the capital I needed for
the start-up at that time. .53.
16. I started the current business because I perceived that there were market opportunities for new product,
service or technology development at that time. .70.
17. I started the current business because I perceived that there were opportunities to build a large network
which would benefit my business at that time. .62.
18. I started the current business because I perceived that there were financial opportunities which would
benefit my business at that time. .59.
19. I started the current business because I perceived that there were opportunities with raw materials which
would benefit my business at that time. .49.
20. I started the current business, because I liked it to own a business at that time. .61.

Necessity
motivation

23. Did you found your business because you perceived the opportunity to do so? .55.
35. Did you found your business because you perceived the necessity to do so? .46.
24. I started the current business because I was unemployed at that time. .78.
25. I started the current business because I was not able to sustain my family at that time. .58.
31. I started the current business because I was unable to find a paid job at that time. .71.
Table 3.5 The factors.

The items in Table 3.1 numbered 7 to 35 all assess the reason to start a business (i.e. ‘I
started the current business, because…’). We performed the EFA on these items. Furthermore,
the items in Table 3.5 with the numbers 4, 5 and 6 represent ‘entrepreneurial self-efficacy’
(Brown et al., 2001). These items are not formulated in the same way as items 7 to 35, because
we stayed as close as possible to the original items. We did not add the items with the numbers 4,
5 and 6 into the EFA, but we run only a separate, additional reliability test on the
‘entrepreneurial self-efficacy’ items. On the basis of the reliability test, we excluded the
‘entrepreneurial self-efficacy’ items from further analyses in the regression models, because they
produced a Cronbach’s Alpha coefficient of only .48.
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3.4.3 The regression models
After the factor analysis, we continued with the regression analyses. In order to continue with the
regression analysis, we controlled for the sample size, multicollinearity, singularity and outliers
(Pallant, 2010), and for normality, linearity, homoscedasticity, and the constant variance of the
errors terms (Hair et al., 2006). All criteria were met. We estimated hierarchical regression
models consisting of three blocks starting with socio-demographic items (gender, age, highest
completed education) as predictors for four small business growth items. Subsequently, in each
new block we added one of the factors to the model. Block three represents all the predictors for
the four small business growth items.
Table 3.6 presents the results from the regression models. Table 3.6 is organised as
follows: first, the Adjusted R2 values are presented. This statistic provides a better estimate of the
population when small samples are involved, as opposed to the R2 (Tabachnick and Fidell,
2007). Table 3.6 contains one negative Adjusted R2 value for the model with the dependent
variable ‘How did the value of the organisation’s housing change over the last three years of
operation’. Negative Adjusted R2 might occur in regression models with many independent
variables in combination with low values of the standardized Beta coefficients (ß) of the effects
from the independent variables on the dependent variables. Second, the results from the F-test
(F) are presented with the degrees of freedom (df). Third, the p-values of the model as a whole
are presented. When the p-values of the model as a whole are significant, then this is presented
as ‘< .05’, ‘< .01’, and ‘< .001’; otherwise, the exact value of the non-significant p-value of the
model as a whole is given. Finally, the ßs of the independent variables are presented (Hair et al.,
2006).
Table 3.6 shows that there is no model fit for the small business growth items: ‘How did
the business sales change over the last three years of operation?’ (F(df) = 2.26(5,126), Adjusted
R2 = .05, p = .05), and ‘How did the value of the organization’s housing change over the last
three years of operation?’ (F(df) = .63(5,126), Adjusted R2 = -.02, p = .68). Regarding Block
three that includes all items of the model, it can be concluded that the socio-demographic items
(i.e. gender, age, and highest completed education) are hardly of any relevance. Hence, we found
insufficient evidence to support the socio-demographic hypotheses H2, H3 and H4. Furthermore,
‘Mix of motivations’ is a strong, positive significant predictor for the small business growth item
‘How did the number of employees of the business change over the last three years of
operation?’ (β Mix of motivations = .37, t(126) = 4.42, p < .001), and for the small business
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growth item ‘Has your income increased between 01-01-2009 and 01-01-2012?’ (β Mix of
motivations = .52, t(126) = 7.09, p < .001). Moreover, there is only one positive significant effect
from ‘Predominantly opportunity motivation’ on the small business growth item: ‘Has your
income increased between 01-01-2009 and 01-01-2012?’ (β Opportunity motivation = .25, t(126)
= 3.46, p < .05). At the end of our literature reflections, we hypothesised that Hypothesis 1 (H1):
Small business growth in an LDC is more likely to be determined by a mix of motivations, as
opposed to just opportunity motivations and necessity motivations. On the basis of our results,

Regression
model block

we found sufficient evidence that this hypothesis can be accepted.

1

2

3

Predictor

Adjusted R2
F(df)
p
β Gender
β Age
β Highest completed education
Adjusted R2
F(df)
p
β Gender
β Age
β Highest completed education
β Mix of motivations
Adjusted R2
F(df)
p
β Gender
β Age
β Highest completed education
β Mix of motivations
β Predominantly opportunity
motivation

How did the
number of
employees of the
business change
over the last three
years of
operation?
.03
2.14(3,128)
.10
.02
-.20*
.04
.15
6.74(4,127)
< .001
.00
-.20*
.00
.36**
.14
5.36(5,126)
< .001
-.04
-.20*
.01
.37**

How did the
business sales
change over the last
three years of
operation?

How did the value
of the organisation’s
housing change
over the last three
years of operation?

Has your income
increased between
01-01-2009 and
01-01-2012?

.00
1.02(3,128)
.39
.01
-.09
.10
.04
2.28(4,127)
.06
-.03
-.09
.08
.21*
.05
2.26(5,126)
.05
-.05
-.07
.10
.22*

.00
.93(3,128)
.43
.00
-.09
.09
-.01
0.69(4,127)
.60
-.002
-.09
.09
.00
-.02
.63(5,126)
.68
-.01
-.09
.10
.01

.00
1.19(3,128)
.32
.10
-.05
.10
.28
13.62(4,127)
< .001
.02
-.04
.04
.53**
.34
14.22(5,126)
< .001
.06
-.07
.01
.52**

-.13

-.06

.25**

-.02

Table 3.6 Regression models.
*Significant at the .05 level (2-tailed).
**Significant at the .01 level (2-tailed).

3.5 Discussion
The current study has investigated to what extent entrepreneurial motivation determines small
business growth in Rwanda, a typical LDC. We started with a qualitative pre-study, in order to
conduct the succeeding quantitative study. On the basis of our study, the answer to the research
question: ‘To what extent is small business growth in a Least Developed Country determined by
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the small business owner’s entrepreneurial motivation?’, is that we found a relatively strong
positive significant effect on small business growth from a mixed group of entrepreneurial
motivations.
In our results, the EFA showed no clear division in entrepreneurial motivation between
necessity and opportunity motivations. Particularly the factor ‘Mix of motivations’, which is the
strongest predictor for small business growth, was a blend of items with different conceptual
meanings. These results add to the findings of earlier research (see, for example, Eijdenberg and
Masurel, 2013; Langevang et al., 2012; Williams, 2009b; Williams and Nadin, 2010; Williams
and Round, 2009) that entrepreneurial motivation seen as a dichotomy of necessity and
opportunity motivations does not hold, but now also confirms that small business growth in
LDCs has its origin in a mix of motivations. There are two possible explanations for the mix of
motivations. The first is that individuals start a small business more or less unconsciously: not
fully aware of their personal opportunity perception and their entrepreneurial motivation.
Second, although inherent to the research methodology, there might be a memory effect which
comes from the knowledge and awareness that small business owners have of their
entrepreneurial motivation for starting a small business at some time in the past.
Our results show that the growth measures turn out differently. In particular, growth in
the value of the organisation’s ‘housing’ has no model significance, and does not coincide with
sales growth and growth in the number of employed individuals. Possible explanations could be
that, first, assets do not matter at all as a small business growth variable. Second, time could be
an explanation: our results imply that the value of the assets does not grow along with the
number of employees and the amount of sales, which suggests that sales (or profit) is used for
other purposes both inside and outside the small business, such as increasing personal
possessions. In addition, as we asked the small business owners for their past growth, the value
of the assets could be: forgotten (recall bias); assessed at different times from the number of
employees and the amount of sales; or not recorded by the small business owners.
Furthermore, with regard to the future research agenda, the setting of this study,
Rwanda, is important, and should be considered on its own merits. Although we conducted this
study in Rwanda, an LDC, we encourage other scholars to study entrepreneurship in other LDCs
as well, in order to enlarge the possibilities for generalisability and cross-country comparisons.
The results of the current study might have been shaped by its sample, in terms of the size, the
sampling method, the characteristics of the respondents, the research method, the time period of
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the study, and the location of the fieldwork. Hence, a recommendation for future research is to
attempt to overcome these possible shortcomings.
To foster small business growth, together with the related goal of poverty alleviation,
the main implication for policy makers is that it is necessary to focus more on the items which
are included in the ‘Mix of motivations’ factor, such as: the favourable circumstances provided
by: a) government (incentives); b) the availability of loans; and c) support by the family in terms
of customers and finance; and also d) the ‘push’ factor of employers discriminating against their
employees and blocking them from job promotion. Concerning a) and b), policy-making practice
should be developed by the institutional environment, in terms of the government and the
financial institutions, in order to stimulate the growth of small business by providing incentives
for starting a business and liberating the access to loans. Concerning c), policy makers should
focus on the consciousness of entrepreneurship among family members, and the creation and
transfer of entrepreneurship values to their offspring. Concerning d), since discriminating against
employees and blocking them for job promotion are not the most ‘acceptable’ means to stimulate
people to start a business, notwithstanding their positive significant effect on the small business
growth, employers should search for alternative ways of making their employees more
entrepreneurial.

3.6 Conclusion
In this study, we have examined to what extent entrepreneurial motivation determines the growth
of small businesses in Rwanda, a typical LDC. We started with a qualitative pre-study of 25
interviews in order to justify our quantitative research approach. Based on the results from the
survey of 133 small business owners, a brief answer to our research question ‘To what extent is
small business growth in a Least Developed Country determined by the small business owner’s
entrepreneurial motivation?’, is that small business growth is determined by a mix of
motivations. Hence, the dichotomy of necessity and opportunity motivations, as discussed in
studies such as, for example, Hechavarria and Reynolds (2009) and Wennekers et al. (2005), do
not hold as a predictor for small business growth.
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Chapter 4
The consequences of effectuation and causation orientation for the growth of
small businesses in an uncertain environment: The case of Burundi7

Figure 4.1 Map of Burundi (Central Intelligence Agency, 2015a)

7

This study was funded by the ‘Programma Noord-Zuid 2011 – 2014’, previously De Van Coeverden Adriani Stichting (CAS)
and Vereniging VU-Windesheim (VV), with the title ‘Combining Scientific Quality and Societal Relevance’. Two key conditions
of the funding were: 1) to collect primary data in Burundi; and 2) to conduct “capacity building” in Burundi, in terms of
collaborating with a local partner-university. At the partner-university in Burundi, the International Leadership University (ILU)
in Bujumbura, the researcher provided the course Entrepreneurship to MSc students, and the researcher also trained the
university’s staff on practical skills, such as presentation style, and using scientific literature. On March 16, 2016, the decision
from the editor was received that this chapter, with minor revisions, has been accepted for publication as a paper in the Journal of
Entrepreneurship in Emerging Economies.
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Abstract
This chapter investigates the effect of decision-making, in terms of the effectuation and causation
orientation of small business owners, on the growth of their small businesses in an uncertain
environment. Based on primary data from a pre-study of expert interviews and a main study of
surveys from 154 owners of small businesses in Burundi, the results show that effectuationoriented small business owners perceive more uncertainty. The reported findings suggest that
effectuation and causation orientations do not influence later small business growth. Therefore,
other determinants for small business growth in an uncertain environment should be further
explored.
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4.1 Introduction
Small business growth is considered to be the essence of entrepreneurship (Edelman et al.,
2010). The current study perceives ‘the entrepreneur as the owner of an enterprise’ (Hébert and
Link, 1989, p. 41). The owners of small businesses in developing countries are important,
because the growth of their businesses plays a crucial role for economic development (Acs et al.,
2008; Hal et al., 2012). Many factors affect the growth of small businesses (Brenner and
Schminke, 2015). However, what is missing in the literature is how decisions are made in the
uncertain contexts of Least Developed Countries (LDCs), the poorest countries in the world,
while a large part of the one billion poorest people from the world’s population is living in these
LDCs (Collier, 2007). Therefore, we considered that the uncertain context of Burundi is an
appropriate setting from which to select our respondents. Burundi is an East African LDC, in the
‘Great Lakes’ region of Africa (Edmonds et al., 2009), and a member of the East African
Community (EAC) (East African Community, 2014). In the current study, we rely on the criteria
of the United Nations (UN), and, for the detailed specification of LDCs, we refer to the UN
website (United Nations, 2014).
To explain small business growth, it is necessary to unravel the determinants, such as
the decision-making orientations of the individuals concerned: the small business owners. Small
business growth is a consequence of, among other factors, the exploitation of existing
opportunities to produce a valuable output. In the process of opportunity exploitation, individuals
make decisions in an uncertain environment in order to shape the future outcomes (Sarasvathy,
2008). With regard to the former, the uncertain environment, the literature has considered
uncertainty as being inextricably linked with entrepreneurship (McMullen and Shepherd, 2006).
With regard to the latter, shaping the future outcomes, Perry et al. (2011) state that, based on the
entrepreneurship research on rational decision-making models, many researchers have
considered that individuals display goal-driven behaviour when entrepreneurial opportunities are
exploited (Bird, 1989). The goal-driven behaviour is referred to by Sarasvathy (2001) as
‘causation processes’, which are at one end of the continuum that has ‘effectuation processes’ at
the other end. Effectuation is inherent to emergent (Mintzberg, 1978), or non-predictive strategy
approaches (Wiltbank et al., 2006), is actor dependent, and is an excellent means to exploit
contingencies (Sarasvathy, 2001). Causation is inherent to planned strategy approaches (for
example, Brews and Hunt, 1999; Mintzberg, 1978), and is an excellent means to exploit
knowledge (Sarasvathy, 2001). Since the first notions of effectuation and causation by
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Sarasvathy (2001), numerous scholars have contributed to the research stream, which has
resulted in substantial empirical evidence (Mauer et al., 2010). A substantial number of
qualitative studies on effectuation and causation have been undertaken (Dew et al., 2009;
Harmeling 2005; Harting 2004; Sarasvathy and Dew 2005); and, although it is sometimes
difficult to capture the two constructs (see, for example, Chandler et al., 2007), a number of
scholars have developed, and applied, scales of effectuation and causation in quantitative studies
(Chandler et al., 2011; Harms and Schiele, 2012; Moroz and Hindle 2012, Perry et al., 2011;).
In the research field of decision-making in an uncertain environment and in relation to
small business growth, the current study makes two main contributions. First, building on the
two previously mentioned studies by Read et al. (2009) and Brettel et al. (2012), we investigate
effectuation and causation associated with small business growth, based on primary data.
Second, our study is conducted in a context which can be perceived on the macro-level as
‘uncertain’ by small business owners. This context is Burundi, an East African LDC. The
population of Burundi belongs to the ‘bottom-billion’ (Collier, 2007): the poorest one-sixth of
the world’s population who have, in general, not benefitted from the world’s economic growth of
the last 30 years. Burundi occupies the 184th position out of the 185 countries on the list of
countries ranked by gross domestic product (GDP) per capita from the World Bank (2014b) and
the 192th position out of the 195 countries ranked by GDP per capita from the Central
Intelligence Agency (CIA) (Central Intelligence Agency, 2015e). Due to factors such as the
extremely low GDP per capita, Burundi is like many other African countries, a ‘nontraditional
context’ (Kriauciunas et al., 2011, p. 994) for researchers, which involves major difficulties for
data collection (Kolk and Van Tulder, 2010). For this reason, ‘nontraditional contexts’; such as
Burundi, have often not been the subject of research. However, with one billion people on the
planet living in absolute poverty and many of them living in such a ‘nontraditional context’, it is
important to understand how entrepreneurship can be a driver for economic prosperity.
The current study aims to gain a deeper understanding of the decision-making of the
entrepreneurs who are among the billion people who live in absolute poverty. Our notions of
these entrepreneurs do not reach much further than descriptions in the literature, such as ‘small
business owners’ (Bewayo, 1995). These people make decisions on a daily basis. Uncertain
contexts in Western countries are different from uncertain contexts in LDCs: the Burundian
context has several macro-factors, such as its vulnerable economic and socio-political
environment, which can bring about uncertainty for small business owners. These factors will,
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amongst others, be discussed in-depth in the methodology section. However, most of the
literature on decision-making stems from Western countries on the basis of Western
entrepreneurs (Brettel, et al., 2012; Chandler et al., 2011; Sarasvathy, 1998; 2001). Hence, we
do not really know how decision-making, in terms of effectuation and causation, works in
uncertain environments in LDCs. In addition, an important contribution of this study is that it
contributes further to the development of scales to measure effectuation and causation (Brettel et
al., 2012; Chandler et al., 2011), and in uncertain environments in particular. The following
research question will be answered: ‘To what extent is the growth of small businesses in an
uncertain environment determined by the owners’ effectuation and causation orientation?’
In the next section, the relevant literature is discussed. This is followed by a section on
our methodology. The findings are presented in the results section, and then interpreted in the
discussion section, where the main research question is answered. The chapter closes with the
conclusion.

4.2 Literature background
4.2.1 Uncertain environment
The decisions which individuals make and the unknown outcomes they will have, are among the
basic assumptions in the entrepreneurship literature (Knight, 1921; Sarasvathy et al., 2003). It
has been stated that ‘uncertainty constitutes a conceptual cornerstone for most theories of the
entrepreneur’ (McMullen and Shepherd 2006, p.132). Furthermore, ‘uncertainty’ has often been
considered in the literature as ‘environmental’, which is defined by Miles and Snow (1978, p.
195) as ‘the predictability of conditions in the organisation’s environment’. Often, environmental
uncertainty is similar to, or a major part of, ‘the dynamism’ of the industry’s environment. Miller
and Friesen (1983) describe environmental uncertainty in terms of three dimensions: dynamism,
hostility, and heterogeneity of the organisation’s industry. Although there are other types of
uncertainty, such as ‘effect uncertainty’, and ‘response uncertainty’ (McKelvie et al., 2011),
environmental uncertainty has often been addressed in entrepreneurship research (Song and
Montoya-Weiss, 2001).
Environmental uncertainty has been discussed in the literature as an indicator of both
the state of organisational environments and the individual’s perception of the environment
(Milliken 1987). Concerning the former type (Child, 1972; Downey and Slocum, 1975; Starbuck
1976) and the latter type (Tinker, 1976), we rely in the current study on the concept ‘state
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uncertainty’ by Milliken (1987). State uncertainty is when individuals ‘perceive the
organisational environment, or a particular component of that environment, to be unpredictable’,
and implies ‘more specifically, that one does not understand how the components of the
environment are changing’ (p. 136). State uncertainty is driven by demographic, socio-cultural,
and market changes. With regard to the market changes, technology and customer demand
uncertainties are often reported as ‘classic examples’ of state uncertainty (McKelvie et al., 2011).
Despite the nature and degree of uncertainty, we believe that it is of key importance to gain
insight into how uncertainty is perceived by the individual entrepreneur, because this perception
will influence the decision which will be made at the start of a business. We base nature and
degree of the uncertainty on the country’s economic and socio-political conditions.
Concerning the economic conditions, Kristiansen (2002) shows that East Africa, in
particular, is making progress in terms of government liberalisation policy by expanding the free
market and international trade, which has resulted in its economic development. However,
Burundi is still one of the poorest countries in the world. The country’s annual per capita income
decreased from $220 in 1990 to $110 in 2002 (Bundervoet et al., 2009); there was an estimated
inflation rate of 16% in 2012; and the dollar value of its imports is four times that of its exports
(Central Intelligence Agency, 2015a). Furthermore, Burundi is ranked among the poorest
countries of the world by the world’s major financial institutions, such as the World Bank and
the International Monetary Fund (IMF), and also the CIA (Central Intelligence Agency, 2015a;
International Monetary Fund, 2014; World Bank, 2014a, 2014b).
Concerning the political conditions, Burundi was under German rule in the late 19th
century, and in 1924 came under Belgian rule until independence in 1962 (Lemarchand, 1994).
After gaining independence, Burundi experienced at least five episodes of civil war between two
major ethnic groups: the Hutus and the Tutsis (Collier and Sambanis, 2005). The violence and
wars have had a severe, negative impact on Burundi’s economy (Ngaruko and Nkurunziza,
2000). During the time of the data collection, and, although still vulnerable, the country was
attempting to revive its economy by stimulating small business entrepreneurship by means of, for
example, so-called ‘business incubators’ on the basis of development aid, and to restructure the
bureaucratic processes for supporting entrepreneurs. These ‘business incubators’ train and help
people in the process of starting a small business (see, for example, the Burundi Business
Incubator (Burundi Business Incubator, 2015)). Nevertheless, Burundi’s economy is still mainly
agricultural, and heavily dependent on coffee exports (Collier and Sambanis, 2005). Thus, we
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consider that small business owners in Burundi have a high likelihood of being uncertain about
what actions might be taken by the relevant institutions in the environment (e.g. suppliers,
competitors, consumers, the government); and/or the small business owners might be uncertain
about the probability or nature of general changes in the relevant environment (e.g. socio-cultural
trends, demographic shifts).

4.2.2 Decision-making under uncertainty
The discussion of the decision-making of individuals, in terms of effectuation and causation,
started with an experimental study (Sarasvathy, 1998): a group of experts was exposed to certain
problems and their decision-making was analysed in terms of the underlying logic between their
thoughts and actions on these problems. On the basis of this study, behavioural principles related
to effectuation and causation were developed (see Sarasvathy, 2001, p. 259). These behavioural
principles could be used to differentiate between effectuation and causation among individuals in
entrepreneurial contexts (see, for example, Brettel et al., 2012). When a decision maker has an
effectuation logic, the start of a small business will be based on acquiring a given set of means;
focussing on affordable loss; emphasising strategic alliances; leveraging environmental
contingencies; and seeking to control an unpredictable future. On the other hand, a decision
maker with a causation logic has a focus on a given set of goals, a focus on expected returns, an
emphasis on competitive analyses, and an exploitation of pre-existing knowledge, while trying to
predict a risky future.
A causation orientation involves careful planning for acquiring the means (Goel and
Karri, 2006). For example, a person intending to make furniture carefully selects and plans his
means to accomplish that intention. In contrast, ‘effectuation processes take a set of means as
given, and focus on selecting between possible effects that can be created with that set of means’
(‘means driven’) (Sarasvathy 2001, p. 245). ‘Means’ are the entrepreneur’s resources, skills, and
social network, all of which assist the entrepreneur to address the area of interest (Doyle Corner
and Ho, 2010). Hence, effectuation orientation represents another approach, opposed to the
causation practice in entrepreneurship research, that breaks away from the thought of preexisting opportunities and markets (Løwe Nielsen and Heidemann Lassen, 2011), and therefore
effectuation and causation are two different approaches in the process of starting a new firm.
Concerning effectuation and causation in relation to business performance, Read et al.
(2009) conducted a meta-analysis on new venture performance in relation to effectuation.
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However, Read et al. (2009) analysed effectuation mainly based on concepts closely related to
the meaning of effectuation as ‘principle measures’, taken from various studies which were
conducted before the notion of effectuation was first developed by Sarasvathy in 2001. In their
meta-analysis, Read et al. (2009) include a great variety of proxy measures which reflect the
meaning of effectuation. For example, ‘education’ (Begley, 1995); ‘human capital’ (Chandler
and Hanks, 1998); and ‘start-up and industry experience’ (Lerner et al., 1997) have been
analysed by Read et al. (2009). Brettel et al. (2012) provided empirical evidence of effectuation
and causation in relation to an alternative to business growth: the performance of research and
development (R&D) projects. The outcome of the Brettel et al. (2012) study is, in short, that the
decision-making orientations, effectuation or causation, each affect the R&D performance
differently, depending on the level of innovativeness. Effectuation orientations are positively
related to the performance of R&D projects when innovativeness is high; and causation
orientations drive the performance of R&D projects when innovativeness is low.

In the current

study, we build on the study of Brettel et al. (2012), as an example to capture the effectuation
and causation construct.

4.2.3 Hypotheses
Our study of effectuation and causation in an uncertain environment, for which we use an LDC,
is explorative. Hence, in order to hypothesise our thoughts on effectuation and causation and the
correlation between effectuation and causation, on the one hand, and small business growth, on
the other, we have to base our research on the few notable studies from those on effectuation and
causation: studies on effectuation and causation related to small business growth, and studies on
concepts closely related to the effectuation and causation principles in the setting of LDCs in
general, and Burundi in particular. We discuss our hypotheses in two steps: first, we outline our
rationale for why small business owners in an uncertain environment are more effectuationoriented than causation-oriented. Second, we explain our thoughts on effectuation and causation
principles related to small business growth.
Concerning the first hypothesis, we know, from the little research that has been
published on the impact of conflicts on Burundi’s economy, that people in Burundi who have
been exposed to violence show more altruistic behaviour towards their neighbours and are more
risk-seeking. This behaviour can affect saving and investment decisions (Voors et al., 2012).
With regard to the uncertainty, as discussed previously, and, with some reservations concerning
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the definition of effectuation and causation, more risk-seeking behaviour can be perceived as
effectuation-oriented: that is, ‘what someone is willing to lose in an unpredictable future’, viz.
‘affordable loss’ (Brettel et al., 2012, p. 169). In sum, we hypothesise that, in an uncertain
environment, the four causation ends of each the decision-making dimensions are relatively
unattainable. Concerning the first dimension, setting goals in an uncertain environment is
unrealistic, as the changing conditions in such environments imply that realistic goals today may
be unrealistic tomorrow. Concerning the second dimension, in uncertain environments expected
returns cannot be estimated, while it is more realistic to make such estimations in predictable
environments. Third, in a risky environment, competitive market analysis is less useful as the
competition changes more rapidly. Fourth, preference for acknowledging the unexpected is
useful in an uncertain environment setting such as Burundi, as more unexpected events are likely
to occur; the preference for overcoming the unexpected is of less utility in such setting. The first
hypothesis is, therefore, as follows:
Hypothesis 1 (H1): Small business owners who perceive the environment as uncertain,
are more effectuation-oriented than causation-oriented on the four orientation
dimensions in terms of: means versus goals; affordable loss versus expected return;
partnership versus competitive market analysis; preference for acknowledging versus
overcoming the unexpected.
Concerning the second hypothesis with regard to small business growth, the metaanalysis of Read et al. (2009) is one of the leading studies in terms of the number of observed
prior studies. Read et al. (2009) show in a meta-analysis from 1985 till 2007, based on a sample
of 9897 organisations, that effectuation principles are mainly positively correlated with venture
performance. However, the paper by Read et al. (2009) has been found to be subject to
methodological shortcomings (O’Boyle Jr et al., 2014). With regard to empirical evidence from
highly uncertain contexts in Western countries, other studies have shown that an effectuationorientation leads to positive outcomes (Berends et al., 2014; Brettel et al., 2012; Garonne &
Davidsson, 2010; Wiltbank et al., 2009). Concerning empirical evidence from LDCs, Frese et al.
(2007) investigated small business owners’ action planning and business success in three African
countries, including Zimbabwe, which is an LDC. The study by Frese et al. (2007) showed that
elaborate and proactive planning was considerably related to business success. With regard to the
effectuation and causation principles as discussed previously, the decisions which the small
business owners made in the study by Frese et al. (2007) can be perceived as causation-oriented
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decisions. Frese et al. (2007) collected data across three different countries (South Africa,
Zimbabwe, and Namibia) with different cultural and economic characteristics, and among both
‘micro’ and ‘small-scale business owners’ in different sectors. Whereas the study by Frese et al.
(2007) relies on the action planning and business success of a wide variety of small businesses in
southern Africa, we rely more on the results of effectuation and causation on performance from
the studies of Read et al. (2009) and Berends et al. (2014). Therefore, we hypothesise that:
Hypothesis 2 (H2): Small business owners who are more effectuation-oriented in an
uncertain environment have higher business growth than small business owners who
are causation-oriented in an uncertain environment.
Small business owners have, like every individual, three basic characteristics in
common: they have a certain gender, they have a certain age and they have a certain degree of
knowledge, conventionally obtained from education. Concerning gender, previous studies have
shown that that female-owned small businesses perform worse than male-owned small
businesses (for example, Bosma et al., 2004; Du Rietz and Henrekson, 2000; Fairlie and Robb,
2009). Therefore, the third hypothesis is:
Hypothesis 3 (H3): Male small business owners in an uncertain environment are
more likely to have a higher business growth than female small business owners
in an uncertain environment.
Concerning age, it is known that age can be a positive determinant for performance (for
example, Delmar and Shane, 2004; Haynes, 2003; Stuart and Abetti, 1990). As experience comes
with time, it can be assumed that experience is positively connected with age. Therefore, the
fourth hypothesis is:
Hypothesis 4 (H4): Older small business owners in an uncertain environment are
more likely to have a higher business growth than younger small business owners
in an uncertain environment.
Concerning education, studies have shown that the possession of knowledge that is
obtained by finished years or obtained degrees, positively affects the outcomes of small
businesses (for example, Cooper et al., 1994; Dimov and Shepherd, 2005; Gimeno et al., 1997).
Therefore, the fifth hypothesis is:
Hypothesis 5 (H5): Higher-educated small business owners in an uncertain
environment are more likely to have a higher business growth than lower-educated
small business owners in an uncertain environment.
74

4.3 Methodology
4.3.1 Research design
As mentioned earlier, Burundi is an East African LDC, in the ‘Great Lakes’ region of Africa
(Edmonds et al., 2009), and a member of the EAC (East African Community, 2014). In the
current study, we rely on the UN criteria, and we refer for the detailed specification of LDCs to
the UN website (United Nations, 2014). Burundi’s capital and largest city is Bujumbura. French
and Kirundi are Burundi’s official languages, and English is widely spoken especially among
higher-educated Burundians (Central Intelligence Agency, 2015a).
We conducted a qualitative pre-study and a quantitative main study. The qualitative prestudy was to obtain an initial insight into effectuation and causation, uncertainty, and small
business growth from the experts’ perspective and to shape the quantitative measurement
instrument. The quantitative research tested the hypotheses.

4.3.2 The qualitative pre-study
The purpose of the qualitative interviews was twofold: 1) to obtain information about
effectuation and causation, uncertainty, and small business growth, with experts on
entrepreneurship in Burundi for this specific context; 2) to confirm the measurement instrument
in the quantitative questionnaire.
We conducted semi-structured interviews on a sample of 29 respondents. The 29th
interview was the point of minimal incremental learning, because then phenomena were being
reported repetitively (Eisenhardt, 1989; Glaser and Strauss, 1967). The 29 respondents included:
six representatives and policy makers from the Burundi Promotion Investment Authority; six
representatives from the three business incubators; seven small business owners who were
recognised as ‘successful’ by the representatives of the Burundi Promotion Investment Authority
and the business incubators; four representatives from governmental institutions (the Burundian
Chamber of Commerce and the Ministry of Trade, Industry, Postal Services and Tourism); two
representatives from the financial sector, who were from one of Burundi’s largest private sector
banks and the World Bank; and three Burundian scholars with teaching and research experience
on entrepreneurship in East Africa in general, and Burundi in particular. The last interview,
number 29, was with the Minister of Trade and Industry, Postal Services and Tourism, of
Burundi. As the number of such ‘experts’ is very limited in the local community in Burundi, a
snowball sampling technique was used (see Saunders et al., 2009).
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The first interview was conducted at the Burundi Promotion Investment Authority. The
respondent in this first interview suggested other ‘experts’ that we could interview. A ‘protocol
analysis’ was used, which means asking the interviewee to ‘think aloud’, and the role as
interviewer is limited to saying ‘Please continue talking’ (Austin and Delanay, 1998). However,
before establishing confirmation of the preliminary measurement instrument that was developed,
an interview guide with three open research questions was designed. The three open questions
covered each of the variables from the current study: effectuation and causation; small business
growth; and environmental uncertainty.
The first question was on effectuation and causation. The interview started with an
illustration of the metaphors used by Sarasvathy (2001, p. 245): the ‘cookbook’ or ‘the curry in a
hurry’, and the interviewees were asked to choose the one which best suits the entrepreneurial
decision-making of small businesses in Burundi. Second, the interviewees were asked about how
people who have started a small business in Burundi perceive the environment as uncertain, in
terms of the categories ‘low’, ‘medium’, and ‘high’. Third, the interviewees were asked about
which indicators are most appropriate to assess small business growth, in Burundi. Fourth, the
interviewees were asked for the most appropriate sample on which the quantitative measurement
instrument could be conducted, and what was required to conduct the quantitative measurement
instrument efficiently in Burundi. Finally, the interviewees were presented with the original
items from the literature on effectuation and causation, uncertainty, and small business growth,
and were asked to rephrase the items according to the Burundian context. The definitive items
are presented in Table 4.1. Each interview was tape-recorded, was conducted in English or
French, and had an approximate duration of about 25 minutes.
After the interviews had been conducted, the verbatim responses were analysed, by
means of a qualitative content analysis (Lieblich et al., 1998). In sum, the following results from
the interviews were found. First, concerning effectuation and causation, only effectuation was
reported 24 times, both effectuation and causation were reported four times, and only causation
was reported one time. Second, concerning small business growth, the interviewees reported
indicators that are related to financial statements: the number of employees, the business sales,
the value of the housing, and the income that the owner generated from the small business. Small
business growth is often used as a proxy for venture performance (for example, Brush and
VanderWerf, 1992; Chandler and Hanks, 1993; Fombrun and Wally, 1989; Tsai et al., 1991).
The most commonly used measure is sales growth, followed by employment growth and assets
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growth (Jansen 2009). However, small business growth in LDCs, such as Burundi, mostly relies
on the employment count, because this is easiest to measure (see, for example, Bigsten and
Gebreeyesus, 2007; Mead and Liedholm, 1998; Nichter and Goldmark, 2009; Robson and
Obeng, 2008): the majority of the small business owners are better able to recall the number of
people that have been working for their business, as opposed to keeping track of the monetary
measures of the business. Third, concerning the uncertainty of the environment for
entrepreneurship, 14 interviewees valued the environment as ‘medium uncertain’, another 14
interviewees valued it as ‘highly uncertain’, and only one interviewee valued the environment as
‘low uncertain’. Fourth, the interviewees made suggestions on: 1) finding a typical African
sample on which to apply the quantitative measurement instrument; and 2) local assistance
during the research, concerning language translation and trust building.

4.3.3 Measures in the quantitative study
The quantitative questionnaire was developed using information from our qualitative research
findings. Within this questionnaire, the socio-demographic information on gender, age, and
highest level of education was addressed first. Second, in order to measure small business
growth, questions were asked on the relative change in the value of the sales, the number of
employees, and the value of the assets, and the relative change in the income of the small
business owner compared with others over a certain time period. Third, for the effectuation and
causation orientation among small business owners, we used the scale of Brettel et al. (2012) to
measure effectuation and causation, after considering other effectuation and causation scales,
such as those of Chandler et al. (2011), Wiltbank et al. (2009), and Dew et al. (2009). Prior to
the main quantitative study, we conducted a pilot test on ten small business owners. The pilot test
showed that, among the other presented scales (Chandler et al., 2011; Wiltbank et al., 2009), the
items from the effectuation and causation scale by Brettel et al. (2012): 1) were easy to
comprehend for the respondents from the sample; 2) were the most consistent in translation from
English to French and Kirundi; 3) required minor adaptations to the scale originally developed
for a specific sample; and 4) captured the dimensions of the original description of effectuation
and causation by Sarasvathy (2001). Fourth, the uncertainty scale on the dynamism of an
entrepreneur’s external environment from Miller and Friesen (1983) and two general items on
uncertainty were included.
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We adapted the items from the questionnaire on the four dimensions from Brettel et al.
(2012, Table 1, p. 169). The reasons for the choice and our adaptions of the effectuation and
causation scale of Brettel et al. (2012) will be discussed further in the methodology section. The
scale from Brettel et al. (2012) is based on Sarasvathy’s decision-making principles which
differentiate between effectuation and causation. Brettel et al. (2012) starts with (a), ‘means
versus goals’, in which effectuation concerns creating a new small business outcome based on
existing means, as opposed to causation that begins with pre-defined business targets, and
derives the required means on that basis. The second dimension (b), ‘affordable loss versus
expected returns’, represents how effectuation considers the potential risk of the business
investment, while causation considers expected return. In the third dimension (c), ‘partnerships
versus competitive market analysis’, effectuation implies reducing the uncertainty by
establishing partnerships and pre-commitments from self-selected stakeholders, while causation
involves reducing the risk by competitive analysis. In the fourth dimension (d) ‘preference for
acknowledging versus overcoming the unexpected’, effectuation involves dealing with
unexpected events during the start-up phase of the business as a source of opportunity, while
causation represents a linear process that seeks to reach the business plan target efficiently,
without any surprises.
Table 4.1 contains the final measurement instrument, and needs to be interpreted as
follows: the first column presents the variables; the second column the items; and the third
column the origin of the items. Concerning the first column, there are four kinds of variables
concerning: 1) demographics; 2) small business growth; 3) decision-making orientations; and 4)
uncertainty. Concerning the second column, the ‘(E)’ and ‘(C)’ behind the decision-making
items represent, respectively, the effectuation (E) and causation (C) items. Items which were not
formulated with words that relate to the owner’s decision-making at the start of the business,
were rephrased by saying ‘At the start of my business’ prior to the remainder of the item, in
order to make them retrospective. Furthermore, the effectuation and causation items are
measured on a 6-point bipolar scale with only one answer-possibility. On this 6-point scale, the
values 1 (‘high degree of effectuation’), 2 (‘moderate degree of effectuation’), and 3 (‘low
degree of effectuation’) indicate the degrees of effectuation at one end of the continuum. The
values 4 (‘low degree of causation’), 5 (‘moderate degree of causation’), and 6 (‘high degree of
causation’) indicate the degrees of causation at the other end of the continuum. Hence, the 6point scale does not have a ‘neutral’ answer possibility. Concerning the interpretation of the 678

point bipolar response possibilities, negative coefficients represent ‘more effectuationorientation/less causation-orientation’, and positive coefficients represent ‘less effectuationorientation/more causation-orientation’. Values of exactly 3.50 have a similar degree of both
effectuation and causation. The questionnaire was presented in English, translated to French and
Kirundi, and back, to prevent any translation omissions.
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Variable
Demographics

Small business growth

#. Item. Dimension. (Scale). (E = effectuation, C = causation).
1. Gender (Male/Female)
2. Age (Number)
3. Highest completed education (No education; primary school; junior secondary school; senior secondary school; university Bachelor’s degree; university;
Master’s degree; Other)
4. How did the number of employees of the business change from 01-01-2010 to 01-01-2013?
(Strongly decreased; Decreased; Stayed the same; Increased; Strongly increased)
5. How did the business sales change from 01-01-2010 to 01-01-2013?
(Strongly decreased; Decreased; Stayed the same; Increased; Strongly increased)
6. How did the value of the organisation’s housing change from 01-01-2010 to 01-01-2013?8
(Strongly decreased; Decreased; Stayed the same; Increased; Strongly increased)
7. Has your relative income compared with others increased between 01-01-2010 and 01-01-2013?
(Not at all; A little; Somewhat; Much; To a great extent)
Means versus goals

Origin of the item

Standard items.

8. At the start of my business, my business was specified on the basis of given means/resources (E)
At the start of my business, my business was specified on the basis of given business targets (C)
9. The target of my business was vaguely defined in the beginning (E)
The target of my business was clearly defined in the beginning (C)
10. Given means/resources have been the starting point for my business (E)
Given business targets have been the starting point (C)
11. At the start of my business, the process converged towards a business target on the basis of given means/resources (E)
At the start of my business, required means/resources have been determined on the basis of given business targets (C)

Decision-making
orientations

12. Rather given means than concisely given business targets have been the starting point for my business (E)
A concisely given business target has been the starting point for my business (C)
Adapted from Brettel et al.(2012).
13. At the start of my business, my business specification was predominantly based on given resources (E)
At the start of my business, the business specification was predominantly based on given targets (C)
14. At the start of my business, given means have significantly impacted on the framework of my business (E)
At the start of my business, given business targets have significantly impacted on the framework of my business (C)
Affordable loss versus expected returns
15. At the start of my business, considerations about potential losses were decisive for the selection of this business option (E)
At the start of my business, considerations about potential returns were decisive for the selection of this business option (C)
16. At the start of my business, business budgets were approved on the basis of considerations about acceptable losses (E)
At the start of my business, business budgets were approved based on calculations of expected returns (C)

The table continues on the next page

8

In the questionnaire, we asked ‘How did the gross value of the organisation’s housing change from 01-01-2010 to 01-01-2013?’. By asking for the gross value, we aimed to obtain
information from the respondent about the change in total worth of their housing, regardless personal debts, mortgages, amortization, value appreciation or value depreciation.
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17. At the start of my business, the selection of the current business was mostly based on a minimization of risks and costs (E)
At the start of my business, the selection of the current business was mostly based on analyses of future returns (C)
18. At the start of my business, I mainly considered the potential risk of the business (E)
At the start of my business, I mainly considered the potential odds of the business (C)
19. At the start of my business, decisions on capital expenditures were primarily based on potential risks of losses (E)
At the start of my business, decisions on capital expenditures were primarily based on potential returns (C)
Partnerships versus competitive market analysis
20. At the start of my business, I tried to reduce risks of my business through internal or external partnerships and agreements (E)
At the start of my business, I tried to identify risks of my business through thorough market and competitor analyses (C)
21. At the start of my business, I jointly decided with my partners/stakeholders on the basis of our competences (E)
At the start of my business, I have taken my decisions on the basis of systematic market analyses (C)
22. At the start of my business, my focus was rather on the reduction of risks by approaching potential partners and customers (E)
At the start of my business, my focus was rather on the early identification of risks through market analyses in order to be able to adopt my approach (C)
23. At the start of my business, in order to reduce risks, I started partnerships and received pre-commitments (E)
At the start of my business, in order to identify risks, I focused on market analyses and forecasts (C)
Preference for acknowledging versus overcoming the unexpected
24. At the start of my business, I always tried to integrate surprising results and findings during the business process — even though this was not
necessarily in line with the original business target (E)
At the start of my business, I only integrated surprising results and findings when the original project target was at risk (C)
25. At the start of my business, my business process was flexible enough to be adjusted to new findings (E)
At the start of my business, my business process focused on reaching the business target without any delay (C)
26. At the start of my business, new market findings influenced the business target (E)
At the start of my business, new market findings did not influence the business target (C)
27. At the start of my business, the business planning was carried out in small steps during the business implementation (E)
The business planning was basically carried out at the beginning of my business (C)
28. At the start of my business, despite of potential delays in business execution, I was flexible and took advantage of opportunities as they arose (E)
At the start of my business, I first of all took care of reaching my initially defined business targets without delays (C)
29. At the start of my business, I allowed the business to evolve as opportunities emerged — even though the opportunities have not been in line with the
original business target (E)
At the start of my business, I have always paid attention to reach the initial business target (C)

Uncertainty

30. At the start of my business, potential setbacks or external threats were used as advantageous as possible (E)
At the start of my business, by the use of upfront market analyses I tried to avoid setbacks or external threats (C)
31. At the start of my business, I considered the environment as a stable environment in which to start a business
(Strongly disagree; Disagree; Not sure; Agree; Strongly agree)
32. At the start of the business, I felt no uncertainty
(Strongly disagree; Disagree; Not sure; Agree; Strongly agree)

Table 4.1 The measurement instrument.
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Items added after the interviews. Validated
by the pilot test.

4.3.4 The quantitative research sample
The quantitative data collection took place in Bujumbura (the capital of Burundi), in the period
June – August 2013. The questionnaire was filled in by 154 small business owners. The sample
was based on an official list of firms, acquired from the Burundian Chamber of Commerce, in
order to select the appropriate small business owners. The sector of mini-markets, ‘alimentation’
shops, and boutiques was chosen for our study. The motivation for the choice of this sector was
because: a) in the interviews the experts advised us to use this sector as it represents a typical
Burundian type of business; b) the firms in this sector were officially registered at the Burundi
Promotion Investment Authority; and c) there were sufficient small business owners in Burundi
to ensure a basis for a statistical analysis. The small business owners from the sample mainly
sell, and sometimes produce, traditional food, drinks, groceries, small pharmaceutical products,
and sometimes a limited assortment of small handicraft items. Based on this list, we randomly
selected the initial four small business owners in Bujumbura to administer the questionnaire.
Then we used a snowball sampling technique, because the many small business owners in
Bujumbura were visibly clustered. The initial four small business owners were the starting point
through which we approached other small business owners in Bujumbura.
Prior to the final data collection, a pilot test was conducted on ten small business owners
to control for the comprehensibility, consistency, and linguistic biases of the used items. The
small business owners from the pilot did not indicate any problems with the content of the
questionnaire. Prior to conducting the questionnaire with the small business owners, the
importance of our research was verbally emphasised to the small business owners, and we
promised to give them feedback from the results, if they requested this. There was a very high
response rate (99.0%), because the questionnaire was conducted with the small business owners
by appointment, on the spot, and with local assistance. However, a few small business owners
(1.0%) refused to cooperate, most likely because of lack of time or suspicion about
confidentiality.
In the sample of 154 small business owners, the majority of them were male (70.8%),
their average age was 36.7 years, and most respondents reported having had senior secondary
school as their highest education level (28.6%). Concerning small business growth, we can
conclude from Table 4.2 that the small businesses do grow although the distribution of the small
business growth items is dispersed. The change in the number of employees generally has stayed
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the same or has increased; the value of the sales generally has increased; the change in the value
of the housing and the change in relative personal income compared with others are mainly
divided between: has strongly decreased; has decreased; has stayed the same; and has increased.
As can been seen in Table 4.2, the small business growth items are measured on ascending 5point Likert scales.

How did the
number of
employees of the
business change
from 01-01-2010 to
01-01-2013?
How did the
business sales
change over the last
3 years of
operation?
How did the value
of the
organisation’s
housing change
over the last 3 years
of operation?

Has your relative
income compared
with others
increased between
01-01-2010 and 0101-2013?

Median

Mean

Standard
deviation

Strongly
decreased,
percentage

Decreased,
percentage

Stayed the
same,
percentage

Increased,
percentage

Strongly
increased,
percentage

3.00

3.12

.89

9.7

3.3

54.5

30.6

1.9

5.00

4.47

.73

.6

2.0

4.6

35.7

57.1

3.00

2.97

1.14

5.8

42.2

7.8

37.7

6.5

Median

Mean

Standard
deviation

Not at all,
percentage

A little,
percentage

Somewhat,
percentage

Much,
percentage

To a great
extent,
percentage

2.00

2.24

.86

13.6

61.1

14.3

9.7

1.3

Table 4.2 Small business growth: The scores.

4.4 Results
4.4.1 Scale refinements
In order to control for the intercorrelations of all items, we performed a correlation analysis.
Tables 4.3 provides the results from the correlation analysis. The numbers (#) correspond to the
items that are numbered in Table 4.1. From Table 4.3, it can be concluded that we did not find
strong signals for data disturbance by multicollinearity problems, because no extremely high
coefficients (r > .90) are found (Pallant, 2010).
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#

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

1

1

2

-.20*

1

3

.17*

-.08

1

4

.10

-.05

.02

5

-.14

.12

-.04

.15

1

6

.06

-.10

-.06

.21**

.05

1

7

-.08

-.07

-.10

.30**

-.04

.38**

1

8

-.07

-.15

.09

.18*

-.09

.08

.24**

1

9

.05

.15

.01

-.09

-.08

-.21**

.00

.02

1

10

.01

.02

.12

.06

.01

.12

-.03

.02

-.11

1

11

.00

.06

-.13

-.12

-.14

-.05

-.08

.12

.16

.08

1

12

.01

.08

.07

.08

.03

.35**

.12

.10

-.16*

.40**

.06

1

13

-.07

-.06

.15

.07

.13

.20*

.09

.22**

-.36**

.29**

.01

.50**

1

14

-.06

.03

.03

.17*

.05

.28**

.10

.07

.01

.42**

.07

.53**

.33**

1

15

.10

.10

.08

-.02

-.12

.08

-.03

.09

.04

.3**

.11

.33**

.29**

.30**

1

16

-.03

.18*

.04

-.01

-.02

-.12

-.11

-.60

.25**

.21**

-.13

.15

-.18*

.21**

.39**

17

-.07

.01

-.01

-.01

.09

-.19*

-.09

.02

.21**

.25**

-.03

.08

-.03

.13

.34**

18

-.12

.16*

-.05

.00

.00

-.07

-.07

-.02

.25**

.12

-.09

.15

-.13

.12

.29**

19

-.06

.15

-.06

.10

.15

-.05

-.05

.02

.21**

.14

-.07

.20*

-.08

.11

.33**

20

.00

.18*

-.09

.06

.09

-.06

-.04

-.25**

.17*

.23**

.01

.08

-.16*

.20*

.08

21

.01

.10

-.13

.10

.14

.07

-.01

-.17*

.23**

.20*

-.03

.06

-.25**

.13

.11

22

.03

.22**

-.13

.02

.06

.07

-.01

-.15

.10

.29**

-.04

.25**

-.07

.20*

.16*

23

-.01

.14

-.02

.12

.21**

-.02

-.18*

-.09

.30**

.14

-.06

.03

-.16*

.19*

.14

24

-.10

.11

-.12

-.07

-.02

-.20*

-.11

.15

.30**

-.36**

.24**

-.19*

-.13

-.21*

.03

25

.04

.00

.09

.03

.12

.27**

.02

.12

-.10

.33**

.05

.46**

.39**

.37**

.34**

26

.04

-.09

-.05

.04

-.20*

-.05

.03

.24**

.14

.01

.23**

-.05

.07

-.10

.00

27

.02

-.01

-.02

-.12

.07

-.09

-.20*

-.03

.17*

.03

-.24**

-.10

.01

.11

.10

28

-.15

.18*

-.10

-.03

.14

-.14

-.12

-.06

.09

.03

.13

-.02

-.11

.10

.10

29

-.10

.16*

-.07

-.02

.19*

-.06

-.11

-.07

.30**

.03

-.02

.15

-.04

.19*

.18*

30

.08

.03

.01

.06

.12

.10

-.15

-.11

.18*

.17*

-.15

.03

-.08

.10

.02

31

.05

-.05

-.19*

.18*

.09

.10

.04

.12

.00

-.11

.05

.03

.11

.08

-.02

32

.03

-.03

-.11

.00

.04

-.04

-.01

-.02

.11

-.05

-.01

-.03

-.05

.09

.06

29

30

1

Table 4.3 Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).

#

16

17

16

1

17

.63**

1

18

.72**

.59**

18

19

20

21

22

23

24

25

1

The table continues on the next page
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26

27

28

31

32

19

.64**

.52**

.73**

1

20

.48**

.32**

.49**

.46**

1

21

.48**

.41**

.51**

.54**

.66**

1

22

.39**

.36**

.39**

.34**

.55**

.57**

1

23

.58**

.43**

.59**

.43**

.45**

.53**

.32**

1

24

.18*

.20*

.16*

0.14

-.03

.02

-.12

.23**

1

25

.03

.11

.05

.04

.01

.13

.21*

.21*

-.13

1

26

-.19*

-.08

-.09

-.09

-.05

.01

.02

.02

.15

.10

1

27

.40**

.40**

.31**

.27**

.19*

.22**

.28**

.42**

.18*

.19*

-.02

1

28

.37**

.34**

.43**

.37**

.45**

.53**

.43**

.46**

.20*

.10

.05

.32**

1

29

.50**

.37**

.55**

.45**

.41**

.45**

.37**

.62**

.19*

.22**

.02

.46**

.55**

1

30

.35**

.20*

.30**

.30**

.38**

.38**

.33**

.51**

-0.05

0.15

-0.05

.38**

.40**

.47**

1

31

.10

.11

.02

.11

-.01

.04

.01

.14

.14

-.01

.01

.14

.11

-.08

.06

1

32

.21*

.20*

.09

.11

.15

.17*

.16*

.15

.13

-.10

.00

.18*

.27**

.16

.12

.43**

Table 4.3 continued Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).

The effectuation and causation construct consists of four dimensions (Brettel et al.,
2012; Saravasthy, 2001). We used an exploratory factor analysis on all items to discriminate
between the relevant and irrelevant items on the four dimensions. The exploratory factor analysis
produced four factors which were identical to the four dimensions by Brettel et al. (2012). Items
that did not fulfil the required properties, because of convergent and discriminant validity, were
excluded from the final scale. From the 23 original items, 16 items were retained. The following
items were removed: ‘At the start of my business, my business was specified on the basis of
given means/resources (effectuation)’ versus ‘My business was specified on the basis of given
business targets (causation)’; ‘The target of my business was vaguely defined in the beginning
(effectuation)’ versus ‘The target of my business was clearly defined in the beginning
(causation)’; ‘At the start of my business, the process converged towards a business target on the
basis of given means/resources (effectuation)’ versus ‘At the start of my business, required
means/resources have been determined on the basis of given business targets (causation)’; ‘At
the start of my business, in order to reduce risks, I started partnerships and received precommitments (effectuation)’ versus ‘At the start of my business, in order to identify risks, I
focused on market analyses and forecasts (causation)’; ‘At the start of my business, I always
tried to integrate surprising results and findings during the business process — even though this
was not necessarily in line with the original business target (effectuation)’ versus ‘At the start of
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my business, I only integrated surprising results and findings when the original project target was
at risk (causation)’; ‘At the start of my business, my business process was flexible enough to be
adjusted to new findings (effectuation)’ versus ‘At the start of my business, my business process
focused on reaching the business target without any delay (causation)’; and ‘At the start of my
business, new market findings influenced the business target (effectuation)’ versus ‘At the start
of my business, new market findings did not influence the business target (causation)’.
Concerning the internal consistency of the four scales consisting of 16 items: the Cronbach’s
Alpha levels ranged from α = .74 to α = .84, which is above the sufficiency threshold of .70 (Hair
et al., 2006). The reliability levels of the retained items are presented in Table 4.4. Furthermore,
we excluded the Miller and Friesen (1983) items, which preceded the general uncertainty items,
from Table 4.1. The reliability test on the Miller and Friesen (1983) items showed low
Cronbach’s Alphas scores. Hence, we only included the two general items on uncertainty, which
are measured on a 5-point Likert-type scale.

4.4.2 The occurrence of effectuation and causation, and uncertainty
Concerning the occurrence of effectuation and causation, Table 4.4 presents how the owners of
small businesses from the sample responded to the scales for measuring their values on the four
effectuation and causation dimensions, in terms of the medians, means, and percentage
distributions. Overall, we can conclude from Table 4.4 that the respondents from the sample are
more causation-oriented on the second, third, and fourth dimension: here, the respondents have a
higher value than 3.50, which represents the mid-point on the 6-point scale.

Effectuation9

Causation

Means versus goals: Median = 3.00, Mean = 3.17, Standard deviation = 1.26, Cronbach’s Alpha on retained items of the dimension = .74.
Given means/resources have been the starting point for my business: 65.6
Rather given means than concisely given business targets have been the
starting point for my business: 95.1
At the start of my business, my business specification was predominantly
based on given resources: 95.7
At the start of my business, given means have significantly impacted on the
framework of my business: 61.0

Given business targets have been the starting point: 34.4
A concisely given business target has been the starting point for my business: 4.9
At the start of my business, the business specification was predominantly based
on given targets: 4.3
At the start of my business, given business targets have significantly impacted on
the framework of my business: 39.0

Affordable loss versus expected return: Median = 4.40, Mean = 4.23, Standard deviation = 1.32, Cronbach’s Alpha on retained items of the dimension = .84.
At the start of my business, considerations about potential losses were
decisive for the selection of this business option: 42.9
At the start of my business, business budgets were approved on the basis of
considerations about acceptable losses: 35.7

At the start of my business, considerations about potential returns were decisive
for the selection of this business option: 57.1
At the start of my business, business budgets were approved based on
calculations of expected returns: 64.3

The table continues on the next page
9

The values of effectuation and causation in both columns are percentages.
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At the start of my business, the selection of the current business was mostly
At the start of my business, the selection of the current business was mostly
based on a minimization of risks and costs: 28.6
based on analyses of future returns: 71.4
At the start of my business, I mainly considered the potential risk of the
At the start of my business, I mainly considered the potential odds of the
business: 92.2
business: 7.8
At the start of my business, decisions on capital expenditures were primarily
At the start of my business, decisions on capital expenditures were primarily
based on potential risks of losses: 25.3
based on potential returns: 74.7
Partnership versus competitive market analysis: Median = 4.33, Mean = 4.05, Standard deviation = 1.32, Cronbach’s Alpha on retained items of the dimension =
.81.
At the start of my business, I jointly decided with my partners/stakeholders
At the start of my business, I have taken my decisions on the basis of systematic
on the basis of our competences: 26.6
market analyses: 73.4
At the start of my business, my focus was rather on the reduction of risks by
At the start of my business, my focus was rather on the early identification of
approaching potential partners and customers: 37.0
risks through market analyses in order to be able to adopt my approach: 63.0
At the start of my business, in order to reduce risks, I started partnerships
At the start of my business, in order to identify risks, I focused on market
and received pre-commitments: 92.2
analyses and forecasts: 7.8
Preference for acknowledging versus overcoming the unexpected: Median = 4.25, Mean = 4.21, Standard deviation = 1.16, Cronbach’s Alpha on retained items
of the dimension = .75.
At the start of my business, the business planning was carried out in small
The business planning was basically carried out at the beginning of my business:
steps during the business implementation: 37.7
62.3
At the start of my business, despite of potential delays in business execution, At the start of my business, I first of all took care of reaching my initially defined
I was flexible and took advantage of opportunities as they arose: 31.2
business targets without delays: 68.8
At the start of my business, I allowed the business to evolve as
At the start of my business, I have always paid attention to reach the initial
opportunities emerged — even though the opportunities have not been in
business target: 77.9
line with the original business target: 22.1
At the start of my business, potential setbacks or external threats were used
At the start of my business, by the use of upfront market analyses I tried to avoid
as advantageous as possible: 35.1
setbacks or external threats: 64.9

Table 4.4 Effectuation and causation: The scores.

To measure uncertainty, we exposed the small business owners to items measuring a
degree of certainty on a 5-point Likert scale. In Table 4.5, the mean scores and standard
deviations of the two general certainty items are presented. The results indicate that, measured on
a 5-point scale, the respondents from our sample perceived the environment a little more certain
than uncertain (on average 3.38).

Median
Mean
Standard deviation
Strongly disagree, percentage
Disagree, percentage
Not sure, percentage
Agree, percentage
Strongly agree, percentage

1) At the start of my business, I
2) At the start of my
considered the environment as a
business, I felt no
stable environment in which to
uncertainty
start a business
4.00
3.00
3.73
3.03
.79
1.0
.6
6.5
5.2
23.4
28.6
37.0
51.3
27.3
14.3
5.8
Table 4.5 Perceived certainty: The scores.

Average of the
items 1) and 2)

3.50
3.38
.90
3.6
14.3
32.8
39.3
10.0

4.4.3 The correlations between effectuation and causation versus uncertainty
To test H1, we performed a correlation analysis on effectuation and causation, on the one hand,
and the perceived level of certainty, on the other. Table 4.6 shows the results from the correlation
analysis. We labelled the effectuation and causation dimensions in Table 4.6 according to the
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elaboration in H1: namely ‘means versus goals’; ‘affordable loss versus expected return’;
‘partnership versus competitive market analysis’; and ‘preference for acknowledging versus
overcoming the unexpected’. All correlation values in Table 4.4 are in the expected direction: the
higher the respondent’s perception of the environment to be certain, the more likely the
respondent is to be causation-oriented. One effect is not significant; two effects are indicative;
and one effect is significant. Indicative effects are often used in research with samples of less
than N = 500 (for example, Dalla-Vorgia et al., 1992; Morrison et al., 1996); in our study: N =
154. In sum, ‘affordable loss versus expected return’ is significant at the .10 level (p = .06);
‘partnership versus competitive market analysis’ is significant at the .10 level (p = .098); and
‘preference for acknowledging versus overcoming the unexpected’ is significant at the .05 level
(p = .01). Hence, H1 is accepted.

Means versus
goals

Affordable loss
versus expected
return

Partnership versus
competitive market
analysis

Preference for acknowledging
versus overcoming the
unexpected

Certainty. High values on
this scale represent a
.01
.15*
.13*
.20**
higher perception of the
environment to be certain.
Table 4.6 Correlations between effectuation/causation and certainty (Pearson’s correlation coefficient).
*Correlation is significant at the .10 level (2-tailed).
**Correlation is significant at the .05 level (2-tailed).

4.4.4 The effects of effectuation and causation on small business growth
In this section, we test the other hypotheses. We controlled for the sample size, multicollinearity,
singularity, and outliers (Pallant, 2010), and for the normality, linearity, homoscedasticity, and
constant variance of the errors terms (Hair et al., 2006). All assumptions were met. In order to
control for the effects from socio-demographics and certainty, we conducted a hierarchical
regression model of three blocks: the first block consists of the effects from age, gender, and
highest completed education. Subsequently, certainty was added to the regression model in the
second block. Finally, the effectuation and causation dimensions were added to the regression
model in the last block. For the measurement of small business growth, which is the dependent
variable, four items in the third column and second row of Table 4.1 were used. Table 4.7 shows
the results of the regression analyses on small business growth. Similar to Table 3.6 in Chapter 3,
Table 4.7 is organised as follows: first, the Adjusted R2 values are presented. This statistic
provides a better estimate of the population when small samples are involved, as opposed to the
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R2 (Tabachnick and Fidell, 2007). Table 4.7 contains one negative Adjusted R2 value for the
model with the dependent variable ‘How did the number of employees of the business change
from 01-01-2010 to 01-01-2013?’. A negative Adjusted R2 value might occur in regression
models with many independent variables in combination with low values of the standardized
Beta coefficients (ß) of the effects from the independent variables on the dependent variables.
Second, the results from the F-test (F) are presented with the degrees of freedom (df). Third, the
p-values of the model as a whole are presented. When the p-values of the model as a whole are
significant, then this is presented as ‘< .05’, ‘< .01’, and ‘< .001’; otherwise, the exact value of
the non-significant p-value of the model as a whole is given. Finally, the ßs of the independent
variables are presented (Hair et al., 2006).

Regression
model block

1

2

3

Predictor variable
Adjusted R2
F(df)
p
ß Gender
ß Age
ß Highest completed
education
Adjusted R2
F(df)
p
ß Gender
ß Age
ß Highest completed
education
ß Certainty
Adjusted R2
F(df)
p
ß Gender
ß Age
ß Highest completed
education
ß Certainty
ß Effectuation versus
causation dimension:
Means versus goals
ß Effectuation versus
causation dimension:
Affordable loss versus
expected return

How did the number of
employees of the
business change from
01-01-2010 to 01-012013?
-.01
.51(3,150)
.67
.09
-.03

How did the business
sales change from 0101-2010 to 01-012013?

How did the value of the
organisation’s housing
change from 01-01-2010 to
01-01-2013?

.01
1.44(3,150)
.23
-.12
.10

.00
.83(3,150)
.48
.05
-.09

Has your relative
income compared
with others increased
between 01-01-2010
and 01-01-2013?
.00
1.20(3,150)
.31
-.08
-.10

.01

-.02

-.07

-.10

-.01
.67(4,149)
.61
.08
-.02

.01
1.33(4,149)
.26
-.12
.10

-.01
.62(4,149)
.65
.50
-.09

-.003
.90(4,149)
.47
-.08
-.10

.02

.001

-.07

-.10

.09
-.01
.88(8,145)
.54
.08
-.04

.08
.02
1.43(8,145)
.19
-.12
.09

.002
.11
3.34(8,145)
< .05
.06
-.09

-.003
.04
1.69(8,145)
.11
-.10
-.09

.02

.003

-.11

-.10

.10

.060

.02

.04

.12

.09

.36**

-.11

-.03

-.16

-.20*

-.05

The table continues on the next page
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ß Effectuation versus
causation dimension:
Partnership versus
competitive market
analysis
ß Effectuation versus
causation dimension:
Preference for
acknowledging versus
overcoming the
unexpected

.13

.05

.11

.14

-.12

.19

-.04

-.25*

Table 4.7 Regression models.
*Significant at the .05 level (2-tailed).
**Significant at the .01 level (2-tailed).

Block 3 in Table 4.7 shows that only three of the 32 possibilities in the four regression
models are significant. Two of these significant effects are in a direction contradicting our
expectations: 1) there is a significant negative effect from ‘affordable loss versus expected
returns’ on small business growth (β Effectuation versus causation dimension: Affordable loss
versus expected return = -.20, t(145) = -1.98, p < .05: ‘How did the value of the organisation’s
housing change over the last 3 years of operation?’); and 2) there is a significant negative effect
from ‘preference for acknowledging versus overcoming the unexpected’ (β Effectuation versus
causation dimension: Preference for acknowledging versus overcoming the unexpected = -.25,
t(145) = -2.46, p < .05: ‘Has your relative income compared with others increased between 0101-2010 and 01-01-2013?’). However, the last-mentioned effect involves an insignificant F
value (F(df) = 1.69(8,145), Adjusted R2 = .04, p = .11) of the overall regression model. Thus,
there is no model fit. There is only one effect in the expected direction, which is a significant
positive effect on small business growth from ‘means versus goals’ (β Effectuation versus
causation dimension: Means versus goals = .36, t(145) = 4.57, p < .01: ‘How did the value of the
organisation’s housing change over the last 3 years of operation?’). Hence, we find no support
for H2: Small business owners who are more effectuation-oriented in an uncertain environment
have a higher business growth than small business owners in an uncertain environment who are
causation-oriented. From Table 4.7, it can be seen that none of the Betas from the sociodemographics have significant values. Hence, we find no evidence to support any of the sociodemographic hypotheses H3, H4 and H5.
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4.5 Discussion
This paper started with the intention to follow and combine the calls of different scholars to
further develop and provide more empirical evidence on effectuation and causation (Perry et al.,
2011; Chandler et al., 2011). We aimed to answer the following research question: ‘To what
extent is the growth of small businesses in an uncertain environment determined by the owners’
effectuation and causation orientation?’. With regard to our research question, we can conclude
from the results that the effectuation-oriented small business owners perceived more uncertainty
than the causation-oriented respondents, but also that the effects from the effectuation and
causation orientations on small business growth are more or less absent.
The confirmation on the first hypothesis (H1) is in line with our expectations and the
literature (Løwe Nielsen and Heidemann Lassen, 2011; Sarasvathy, 2001). Concerning the
second hypothesis (H2), in contrast to the literature findings as discussed previously, the
hypothesis test showed that the influence of the decision-making orientations on small business
growth was more or less absent. This can be caused by a variety of factors, excluded from this
study, that do have an influence and outweigh the decision-making orientations as antecedents of
small business growth. These factors can either stem from the small business owner or from the
external environment, or from both combined.
In addition to the current literature, we have enlarged the research scope on effectuation
and causation both for the literature and the methodology. Concerning the literature, we confirm
that, on the one hand, entrepreneurs in an uncertain environment are likely to be more
effectuation-oriented than causation-oriented. Effectuation is more present in dealing with
spheres of human action, and especially when ‘dealing with the uncertainties of future
phenomena’. For a more detailed understanding of effectuation and causation, we refer to Table
1 in Sarasvathy and Dew (2005, p. 390) , which is also used by Read et al. (2009) as the ‘basic
principles of effectuate thought’ (p. 576). On the other hand, neither effectuation orientation nor
causation orientation significantly affects small business growth. Our findings are surprising,
because previous studies from Western countries have shown that the effectuation orientation of
entrepreneurs is often positively correlated with firm growth (for example, Brettel et al., 2012;
Read et al., 2009). In addition, our study is one of the first to deliver empirical evidence from
primary data on effectuation and causation in a non-Western country: namely, the East African
LDC Burundi. Concerning methodology, we have tested the applicability of a recent effectuation
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and causation scale (Brettel et al., 2012) that comes from a Western context in a non-traditional
context (Kriauciunas et al., 2011).
For future research, it is important to note that the setting of this study, Burundi, should
be considered on its own merits. Although we tested the relationship of effectuation and
causation, on the one hand, and small business growth, on the other, in an uncertain environment,
for which purpose we adopted Burundi, other scholars are encouraged to study effectuation and
causation in other uncertain environments as well, in order to enlarge the possibilities for
generalisability and cross-country comparisons. Another recommendation for future research is
to take the difference in perceptions into account, which can cause contradictions in the results.
At least in our study, both uncertainty and effectuation and causation can be perceived
differently by the experts and the small business owners. One reason for the different perception
might be that our experts were generally older, higher-educated, and had substantial working
experience; and the small business owners were generally younger, lower-educated, and often
had little working experience. Another reason might be that the difference in perception is
culturally determined. Therefore, both uncertainty and effectuation and causation should be
considered as more nuanced constructs. Finally, the results of the current study might have been
shaped by its sample, in terms of the size, the sampling method, the characteristics, the research
method, the time period of the study, and the location of the fieldwork.

4.6 Conclusion
To answer the research question of this study ‘To what extent is the growth of small businesses in
an uncertain environment determined by the owners’ effectuation and causation orientation?’,
primary data in an uncertain environment was collected from a qualitative pre-study and a
quantitative main study. This study is unique, especially concerning its contribution to the
literature and the methodological applicability of the measurement instrument in the environment
where the data collection has taken place. Based on the quantitative analysis of 154 small
business owners in Burundi, the results show that effectuation-oriented small business owners
perceive more uncertainty. In addition, while previous studies have shown that effectuation
entrepreneurship positively correlates with business growth (for example, Read et al., 2009;
Berends et al., 2014), our study shows that effectuation and causation orientations have more or
less no effect on small business growth.
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This study reifies the direction to improve effectuation theory in entrepreneurship
literature by providing more data from a wider set of observations and building on previous work
(Arend et al., 2015, p. 646). For the future research agenda, the concept of effectuation and
causation should be perceived as very context-dependent. This concept originally emerged from
entrepreneurs in Western countries (Sarasvathy, 1998; 2001). Subsequently, since 1998, the
Western notions on effectuation and causation have been further developed by scholars from and
in Western countries (for example, Brettel et al., 2012; Chandler et al., 2011). However, today,
our study shows that the Western notions on effectuation and causation should be more nuanced
and reconsidered in non-Western countries concerning the current commonly known content of
the dimensions (Sarasvathy, 2001; Brettel et al., 2012) and their relationship to small business
growth. Moreover, alternative methodological approaches, for example, an ethnographic
approach, could be used to know which is the best approach to decipher effectuation and
causation orientations in non-Western contexts.
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Chapter 5
Entrepreneurial motivation and entrepreneurial orientation as determinants
for the development of personal wealth of micro and small business owners:
The case of the informal economy in Tanzania

Figure 5.1 Map of Tanzania (Central Intelligence Agency, 2015c)
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Abstract
The study in this chapter investigates the association between entrepreneurial motivation and
entrepreneurial orientation, on the one hand, and the development of the personal wealth of
micro and small business owners in Tanzania’s informal economy, on the other. On the basis of
a literature review, a qualitative pre-study involving 27 experts, a quantitative study of 152 micro
and small business owners, and a factor analysis, a distinction is made between the development
of basic personal wealth and the development of advanced personal wealth. Both entrepreneurial
motivation and entrepreneurial orientation, as constructed by Western studies, have little effect
on the development of both forms of the development of personal wealth. Instead of
entrepreneurial motivation and entrepreneurial orientation, the owner’s age, as an indicator of
entrepreneurial experience, is a relatively strong predictor for the development of personal
wealth. Other socio-demographics, such as gender and education, have no influence. Concerning
the future research agenda, this study contributes to the debate about which determinants affect
the development of the personal wealth of small business owners in the informal economy.
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5.1 Introduction
According to the Austrian school of economics, entrepreneurs are perceived as economic actors,
and their activities are the driving force of economic development (Schumpeter, 1934; Kirzner,
1997). Many entrepreneurial activities are carried out in the informal economy. The informal
economy involves entrepreneurial activities that fall outside formal institutional boundaries
(Webb et al., 2009). The informal economy substantially contributes to the gross domestic
product (GDP) in mature and emerging economies, but is most important for sub-Saharan Africa
(Schneider, 2002; International Labour Organization, 2002): the region which has the majority of
the world’s Least Developed Countries (LDCs) (United Nations, 2015). The share of the
informal economy in the total African economy might be one of the largest in the world: 72% of
the GDP in North and sub-Saharan Africa is accounted for by the employment in the informal
economy (International Labour Organization, 2002); and 34 of the 48 LDCs globally are on the
African continent (United Nations, 2015). It is obvious that Africa’s informal economy includes
a large group of entrepreneurs, from here on referred to as ‘micro and small business owners’,
who belong to the bottom billion: the poorest one-sixth of the world’s population who have
generally not benefitted from the economic growth of the last 30 years (Collier, 2007). A micro
and small business owner is the ‘person (or group of people) who creates a new business (for
profit) and employs at least one other paid employee’ (Kirkwood, 2009, p. 350),
Despite its importance, the informal economy has only been investigated in a few
notable studies (for example, De Castro et al., 2008; Honig, 1998; Khavul et al., 2009; Siqueira
and Bruton, 2010; Webb et al., 2009). Webb et al. (2014) state that ‘a large gap exists between
the significant importance of the informal economy to commerce around the world and the small
amount of the informal economy research with which entrepreneurship and strategic
management scholars have been involved’ (p. 1). It is very likely that the majority of the world’s
informal entrepreneurial activity occurs in LDCs, as the formal institutional boundaries and the
boundaries of informal institutions are often less visible and clear, as in developed countries.
Informal entrepreneurship is considered as a means of poverty alleviation, because
entrepreneurship ‘impacts economic performance at the individual, firm and societal levels,
affecting the development of personal wealth, firm profitability, and economic growth’
(Wennekers et al., 2002, p. 27). Therefore, it is important to understand which determinants of
micro and small business owners in the informal economy contribute to the development of their
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personal wealth. Two prominent determinants of performance in a Western context are
entrepreneurial motivation and entrepreneurial orientation. The current study investigates
whether these important Western determinants also apply in another context: the micro and small
business owners in an informal economy in Tanzania.
Entrepreneurial motivation is important to start a business, and is often discussed in
terms of two categories: opportunity and necessity motivations (for example, Dawson and
Henley, 2012; Eijdenberg and Masurel, 2013; Gurtoo and Williams, 2009; Langevang et al.,
2012; Williams, 2009b; Williams and Nadin, 2010; Williams and Round, 2009). From Western
studies, opportunity motivations are associated with ‘people who choose to start their own
business by taking advantage of a perceived entrepreneurial opportunity’ (Hechavarria and
Reynolds, 2009, p. 418). On the other hand, necessity motivations are associated with ‘people
who start a business because other employment options are either absent or unsatisfactory’
(Hechavarria and Reynolds, 2009, p. 418). Entrepreneurial orientation is another important factor
when starting a business, because it relates to the owner’s daily activities and fit with the
environment (Krauss et al., 2005). For example, Western scholars define entrepreneurial
orientation ‘as a set of distinct but related behaviours that have the qualities of innovativeness,
pro-activeness, competitive aggressiveness, risk taking, and autonomy’ (Pearce et al., 2010, p.
219).
We know from Western studies that entrepreneurial motivation and entrepreneurial
orientation are both regarded as important predictors for the performance of small businesses (for
example, Avlonitis and Salavou, 2007; Baum and Locke, 2004; Brouthers et al., 2015; Lim and
Envick, 2013; Lumpkin and Dess, 2001; Madsen, 2007; Poon et al., 2006; Van Doorn et al.,
2013; Wiklund, 1999). However, we know less about the relevance of entrepreneurial motivation
and entrepreneurial orientation in non-Western contexts, such as in the informal economies in
LDCs. Under conditions of poverty, as is prevalent in those informal economies, we know that
performance can be deduced from the development of personal wealth in terms of, for example,
physical assets and natural resources, schooling, transport, housing, and good health (Pouw and
Elbers, 2012). Making progress on one or more of these personal measures means increasing the
living standards. These personal measures are in contrast to the performance measures which are
often used at the firm level in Western countries, such as sales, profit, and the number of
employees (for example, Davidsson, 1989; Wiklund and Shepherd, 2005).
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Entrepreneurial motivation and entrepreneurial orientation have been widely discussed
in Western studies, mainly based on the perspective of the Austrian economists on
entrepreneurship. However, a lack of integration can be observed in entrepreneurial motivation,
entrepreneurial orientation, and performance, the latter measured as personal wealth in the
informal economy of an LDC. A possible reason for the absence of research in informal
economies in LDCs might be that the collection of primary data in such contexts involves
considerable difficulties for the researchers (Kolk and Van Tulder, 2010). Other reasons could be
that the LDCs themselves do not produce the researchers to investigate the phenomenon, or that
the informal economy is perceived as only marginally contributing to the world’s economy,
because official information about economic development is lacking.
The current study is explorative. While the aim is to expand the scope of entrepreneurial
motivation and entrepreneurial orientation research ‘in specific national contexts as perceptions
and applications of entrepreneurial orientation may vary by country’ (Wales et al., 2014, p. 371),
we do not know if entrepreneurial motivation and entrepreneurial orientation are valid predictors
for the development of personal wealth in LDCs. Therefore, the quantitative main study on micro
and small business owners in the informal economy was preceded by a qualitative pre-study
involving 27 local entrepreneurship experts. The pre-study revealed the items which were then
used to measure the development of personal wealth in the main study. The current study zooms
in on one homogeneous sample: micro and small business owners, in one sector, in one country,
Tanzania. The following research question will be answered in this chapter: ‘To what extent is
the development of the personal wealth of micro and small business owners in the informal
economy associated with entrepreneurial motivation and entrepreneurial orientation?’ In the
next section, the relevant literature concerning our research question will be discussed.
Subsequently, a section on the methodology is provided. And then the findings are presented in
the results section. The chapter closes with a discussion and the conclusion.

5.2 Background literature
This section is divided into five sub-sections: the first is about entrepreneurship in the informal
economy; the second is about entrepreneurial motivation; the third is about entrepreneurial
orientation, the fourth is about the development of personal wealth, and the fifth presents the
hypotheses.
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5.2.1 Entrepreneurship in the informal economy
Starting a business out of the need for survival is, among others, one of the reasons to increase
one’s personal wealth (Amit et al., 2001). The reasons why individuals start a business in the
informal economy depend on their strategic decisions that are weighed by the value of potential
opportunities in the formal, informal, and criminal economies, based on their knowledge of
formal and informal institutions (Webb et al., 2014). Acemoglu and Robinson (2012) have
provided a number of different examples to show that the informal economy already existed
many centuries ago in China (14th century), England (15th and 16th century) and Austria-Hungary
(19th century). Within those given examples by Acemoglu and Robinson (2012), it appears that,
over the course of time, individuals have sought to break or alter formal institutional rules. On
the one hand, individuals aimed to add value for society by addressing unsatisfied market
demands and increasing productivity. On the other hand, these individuals were rejected or
abandoned by formal institutions owing to real or imagined societal costs (Webb et al., 2014).
Webb et al. (2013, p. 600) define the informal economy as ‘economic activities that occur
outside of formal institutional boundaries (i.e. illegal) yet fall within informal institutional
boundaries (i.e. legitimate)’ for large segments of society. Examples of activities in the informal
economy include: those undertaken by undocumented workers; unregistered and/or tax-avoiding
businesses; those ignoring environmental/labour regulations; and often street vending. The
aforementioned entrepreneurial activities are in line with the description of economic
informality: ‘all market-based legal production of goods and services that are deliberately
concealed from public authorities for reasons of taxation, employment, and administrative
regulation’ (Schneider, 2005; p. 600). However, it should be clear that the informal economy
does not include those entrepreneurial activities that are ‘antisocial in intent’ (De Soto, 1989, p.
11), such as drugs dealing, human trafficking, money laundering, and bank robbery (Webb et al.,
2013). For a further detailed elaboration on the definition of the informal economy, refer to
Webb et al. (2013), Webb et al. (2014), and Webb et al. (2009).
Informal entrepreneurial activities differ from one economy to another, i.e. those in
developed economies are different in character from those in developing economies. Without
getting involved in a broader elaboration on the complexity and nature of the different
economies, the amount of informal entrepreneurial activity increases when the status of a
country’s economic development decreases (Webb et al., 2013). Hence, when it concerns LDCs
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(United Nations, 2014), we can assume that the informal economy is large. Informal
entrepreneurship in LDCs particularly concerns the role of ‘informal institutions in facilitating
organizing and transacting’ (Webb et al., 2014, p. 8). In LDCs, entrepreneurial activity, outside
formal institutional boundaries but within informal institutional boundaries, involves ‘how
entrepreneurs operate informal institutional voids by drawing upon informal institutions as
providing complementary, substitute mechanisms for organizing and transacting’ (Webb et al.,
2014, p. 8). Furthermore, informal entrepreneurial activity becomes increasingly important when
it is considered necessary for growth in LDCs (Naudé, 2011), and when owners of informal
micro and small businesses substantially contribute to poverty alleviation (Berner et al., 2008;
Tamvada, 2010).

5.2.2 Entrepreneurial motivation
Entrepreneurial motivation has widely been discussed in previous Western studies using many
different terms, such as ‘drivers’ (Hessels et al., 2008); ‘factors’ (Naudé et al., 2008); ‘reasons’
(Birley and Westhead, 1994); ‘determinants’ (Davidsson, 1991); or ‘entrepreneurial intentions’
(Douglas and Shepherd, 2002; Kolvereid, 1996; Lee et al., 2011; Zhao et al., 2010). With respect
to the minor differences, the majority of the terms have the same meaning. A common
distinction made in the Western entrepreneurship literature on entrepreneurial motivation is
between ‘necessity’ and ‘opportunity’ motivation (for example, Hessels et al., 2008). Reynolds et
al. (2002) state that opportunity-driven individuals are motivated to achieve success by
exploiting opportunities for economic gain, while necessity-driven individuals are mainly
motivated by the need for subsistence or they are somehow pressured. Furthermore, ‘opportunity
entrepreneurship represents the voluntary nature of participation’ (Acs and Varga, 2005, p. 329),
and ‘necessity entrepreneurship’ entails the need or pressure to start a business, due to negative
environmental and economic circumstances, such as poverty. With regard to poverty, necessity
entrepreneurship is more prevalent in lower-income countries, and decreases with the level of
economic development (Wennekers et al., 2005).
In the context of informal economies in LDCs, there is sufficient reason to believe that
the majority of the micro and small business owners are necessity-motivated, because the
informal economy often involves poor economic circumstances. Hence, the Western-perspective
on entrepreneurial motivation as comprising two distinct categories of necessity and opportunity
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is often confirmed by studies in non-Western countries, such as LDCs. For example, Roy and
Wheeler (2006) found in their study from West-Africa that satisfying basic needs, such as food
and shelter, is the most significant variable. Moreover, Kiggundu (2002) refers to the poor
economic and environmental situation in Africa, which forces people to struggle to survive, and
therefore pushes them to become entrepreneurs. Similarly, Chu et al. (2007) found in Ghana and
Kenya that people start a business in order to increase their income and create jobs for
themselves in order to survive. However, there is also a possibility that individuals can have
multiple, different motivations at the same time when starting a business: for example,
individuals can be both forced to survive and perceive opportunities for exploitation (Eijdenberg
and Masurel, 2013).

5.2.3 Entrepreneurial orientation
Entrepreneurial orientation is defined in a number of different ways in Western studies, in terms
of entrepreneurial intensity, style, and propensity; and it is likely that scholars have not yet
reached consensus about one uniformly accepted definition of entrepreneurial orientation (Covin
and Wales, 2012). A look at the past four decades of entrepreneurial orientation definitions in the
literature includes, for example, Mintzberg (1973, p. 45), who states that ‘in the entrepreneurial
mode, strategy-making is dominated by the active search for new opportunities’, as well as
‘dramatic leaps forward in the face of uncertainty’. Furthermore, Morris and Paul (1987, p. 249)
state that ‘an entrepreneurial firm is one with decision-making norms that emphasize proactive,
innovative strategies that contain an element of risk’. Pearce et al. (2010, p. 219) propose that
‘entrepreneurial orientation is conceptualised as a set of distinct but related behaviours that have
the qualities of innovativeness, pro-activeness, competitive aggressiveness, risk taking, and
autonomy’.
Furthermore, in the literature review of Wales et al. (2011) on entrepreneurial
orientation, it becomes clear that entrepreneurial orientation is widely studied in the literature as
a whole range of variables: a dependent variable, an independent variable, a mediating variable,
and a moderating variable. Decisions on how entrepreneurial orientation should be measured
must be theoretically grounded in the nature of the construct (Covin and Wales, 2012). Besides
the many definitions of entrepreneurial orientation, there are also many different ways of
measuring entrepreneurial orientation. Different measures should not be considered as simply
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alternative approaches for the same phenomenon, but instead as measures of different
phenomena. Lumpkin and Dess (1996, p. 137) suggest that ‘the dimensions of entrepreneurial
orientation may vary independently of each other in a given context’. Therefore, in the context of
an LDC, entrepreneurial orientation is based on Hughes and Morgan (2007), which includes: risk
taking, innovativeness, pro-activeness, competitive aggressiveness, and autonomy, anchored in
18 items.
5.2.4 The development of personal wealth
The micro and small business owners’ development of personal wealth usually relates to the
performance of their businesses. The growth of micro and small businesses is often used as a
proxy for performance in Western studies (for example, Brush and VanderWerf, 1992; Chandler
and Hanks, 1993; Fombrun and Wally, 1989; Tsai et al., 1991). Measures such as sales, profit,
and the number of employees are frequently used to establish growth (Davidsson, 1989; Wiklund
and Shepherd, 2005). However, many studies on growth in developing countries rely on
employment, because the number of employees as a measure can usually be provided by micro
and small business owners (for example, Bigsten and Gebreeyesus, 2007; Mead and Liedholm,
1998; Nichter and Goldmark, 2009; Robson and Obeng, 2008).
Regarding performance in extreme poverty, as it occurs in the informal economies of
LDCs, the measures used in Western studies, such as sales, profit and the number of employees,
often have less relevance in LDCs. Instead, consumer durables are used as performance
measures: for example, having a television, a flush toilet and piped water, a fridge, radio, a
kitchen as a separate room, and electricity for lighting; and owning a motor scooter and a house
built of high-quality materials, including the type of floor (see, e.g. Booysen et al., 2008; Filmer
and Pritchett, 2001; Sahn and Stifel, 2000). The measures from the aforementioned studies may
vary from one country to another, and are based on national surveys or primary data (for
example, Pouw and Elbers, 2012). In general, the measures are based on households, as opposed
to firms. However, the households in poverty research are often headed by breadwinners who are
micro and small business owners in the informal economy, such as smallholder farmers in the
rural areas of LDCs (Pouw and Elbers, 2012).
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5.2.5 Hypotheses
Most of the Western literature on entrepreneurial motivation and entrepreneurial orientation and
their relationship with performance is based on the Austrian economists’ explanation (Kirzner,
1973, 1997; Schumpeter, 1934): the individual is capable of identifying and innovatively
exploiting resources and opportunities and producing value-added products or services.
Entrepreneurial motivation and entrepreneurial orientation are both personal attributes that can
contribute to the process of transforming resources and opportunities into value-added products
or services from which the development of personal wealth can be deduced. However, with
regard to the many individuals working as micro and small business owners in the informal
economies in LDCs, the Western perception of the process of transforming resources and
opportunities into value-added products or services might differ from the reality of such informal
economies. Individuals in the informal economies in LDCs, while being micro and small
business owners, also have to find the basic means for subsistence on a daily basis. Therefore, it
can be assumed that these individuals generally do not match the Austrian economists’
conception of the acting individual who operates as an independent economic entity, and that the
society’s conditions are largely influenced by the individual’s own actions (Kirzner, 1997;
Schumpeter, 1934). On the contrary, in LDCs the society’s conditions, such as extreme poverty,
largely influence the individual’s actions. Therefore, the current study is explorative. In contrast
to what is common in Western studies, it is hypothesised that in LDCs entrepreneurial
motivation and entrepreneurial orientation are not important factors for the development of
personal wealth. Therefore, concerning entrepreneurial motivation and entrepreneurial
orientation, we hypothesise that:
Hypothesis (H1): The Western constructs of entrepreneurial motivation, in terms of
opportunity motivation and necessity motivation, and entrepreneurial orientation, in
terms of risk taking, innovativeness, pro-activeness, competitive aggressiveness, and
autonomy, do not determine the owner’s development of personal wealth in the informal
economy in an LDC
Unlike previous hypotheses based on constructs which have been developed in Western
studies, there is reason to believe that the owner’s development of personal wealth in the
informal economy can also be determined by basic socio-demographics, such as gender, age, and
the owner’s highest completed education level. Unlike entrepreneurial motivation and
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entrepreneurial orientation, the variables gender, age, and the owner’s highest completed
education level require less discussion and interpretation, because these socio-demographics are
generally uniform in both Western and non-Western contexts. In general, we know from Western
studies that female-owned small businesses perform worse than their male-counterparts (for
example, Bosma et al., 2004; Du Rietz and Henrekson, 2000; Fairlie and Robb, 2009). In
addition, entrepreneurial experience, defined as the owner’s previous involvement in founding
and running a small business, accumulates over the course of time. We know from Western
studies that age can be a predictor for positive effects on performance (for example, Delmar and
Shane, 2004; Haynes, 2003; Stuart and Abetti, 1990). As time goes by, we can assume that the
owner’s age can have a significant positive effect on the development of personal wealth that is
derived from the micro and small business performance, because older small business owners
have gathered more entrepreneurial experience than younger small business owners.
Furthermore, higher education in Western studies, explained as the possession of knowledge that
is gathered by completed years or degrees awarded, leads to better and positive performance
outcomes of small businesses (for example, Cooper et al., 1994; Dimov and Shepherd, 2005;
Gimeno et al., 1997). In sum, concerning our socio-demographics, the following hypotheses are
formulated:
Hypothesis 2 (H2): In the informal economy in an LDC, being a female-owner has a
negative effect and being a male-owner has positive effect on the development of
personal wealth.
Hypothesis 3 (H3): In the informal economy in an LDC, the owner’s age has a positive
effect on the development of personal wealth.
Hypothesis 4 (H4): In the informal economy in an LDC, being a higher-educated owner
has a positive effect and being a lower-educated owner has a negative effect on the
development of personal wealth.

5.3 Methodology
5.3.1 Context of the study
The context of our study is Tanzania, an East African LDC. ‘Africa is a diverse continent with
distinct historic, economic, and social traditions’ (Khavul et al. 2009, p. 1221). The continent has
a low population density, but has many ethnic groups, with different languages and cultural
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backgrounds (Khavul et al., 2009). As Fick (2002) states that there is ‘no single Africa’, the large
diversity of ethnic groups and their power concentration have been argued to be one of the
causes of the continent’s slow economic development (Collier and Gunning, 1999). Tanzania is
an East African country in the African ‘Great Lakes’ region (Edmonds et al., 2009), and a
member of the East African Community (EAC) (East African Community, 2014). On the list of
the International Monetary Fund (International Monetary Fund, 2014), Tanzania is 161st out of
the 187 countries listed, with a gross domestic product (GDP) per capita of $1627; according to
the World Bank, Tanzania is the 164th country out of the 185 countries listed, with a GDP per
capita of $1775 (World Bank, 2014b); and on the Central Intelligence Agency (CIA) Tanzania is
170th out of 195 countries, with a GDP per capita of $2500 in 2013 (Central Intelligence Agency,
2015e). Tanzania is defined by the United Nations criteria as a ‘Least Developed Country’: an
LDC (United Nations, 2014). Although the accuracy and interpretation of economic data about
Tanzania’s development is questionable (Jerven, 2011), since its period of ‘Ujamaa’ or ‘African
Socialism’ promoted by President Julius Nyerere in the 1960s after colonial rule, Tanzania has
attracted substantial attention from scholars studying economic development. The ‘African
socialism’ in Tanzania involved a strongly government-planned African economy with a focus
on agriculture, where produce from small farmers was marketed by cooperatives or by the state.
All land was owned by the Tanzanian government, and is still owned by the government today
(Central Intelligence Agency, 2015c). All large commercial investments in other sectors were
controlled by the state, and there was severe suppression of the private sector (Temu and Due,
2000).
After the period of socialism in the 1980s, Tanzania became one of the East African
countries making progress in terms of government liberalisation policies, the expanding free
market, and international trade, all of which have benefited the economic development of the
East African region (Kristiansen, 2002; Jerven, 2011). However, Tanzania’s economy is still
heavily dependent on agriculture, which accounts for considerable parts of its GDP (more than
25.0%), exports (85.0%), and the employment within its workforce (8.0%) (Central Intelligence
Agency, 2015c), but the private sector and the economy’s internationalisation are on the rise
(Rutashobya and Jaensson, 2004). The banking sector reforms from the last decade have helped
the growth of the private sector and investments (Central Intelligence Agency, 2015c). Today,
Tanzania has a significant number of micro and small-sized enterprises (MSEs): an estimated 1.7
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million businesses are currently operating, and employ more than three million people, who form
the backbone of Tanzania’s private sector (Kuzilwa, 2005). MSEs are typical African businesses.
According to the World Bank (2004, p. 33) ‘hundreds of millions of poor people in developing
countries make their living as micro entrepreneurs: as farmers, street-vendors and home workers,
and in a range of other occupations, a large share of them women’. Kiggundu (2002, p. 248)
explains that ‘MSEs are often one-person operations, poorly managed, sometimes temporary,
generally less productive, usually based on a marginal capital value, and mainly informal’. In
contrast to MSEs, ‘small and medium-sized enterprises (SMEs) are generally larger, better
organized, and formalized businesses’. While little is known about MSEs, which are businesses
generally operating in the informal economy, a large part of the GDP in an LDC, such as
Tanzania, is generated by MSEs.

5.3.2 Research design
Our research design has two phases: a qualitative pre-study based on expert interviews, and a
quantitative main study based on questionnaires. The purpose of the qualitative pre-study were:
1) to obtain a general overview of the subject in the local context, and to shape the questionnaire
in the main study according to the local context; and 2) to specify who would be the most
appropriate respondents. The purpose of the quantitative main study is to provide data for testing
the hypotheses.

5.3.2.1 The pre-study
The study started by conducting semi-structured interviews with a group of 27 respondents in
Iringa, a city in Tanzania, a snowball sampling technique was used as a basis for the criteria used
to select the interview respondents (Saunders et al., 2009). An interview guide was used to
structure the interview. Each interview was voice-recorded, and, from the 27 interviews, 26 were
conducted in English, and one in Kiswahili, with an English translation by an interpreter. The
interviews had an average duration of approximately 25 minutes. Saturation was reached within
the qualitative data collection after 27 interviews had been conducted (Wester et al., 2000).
Therefore, after 27 interviews, incremental learning was minimal, as phenomena were reported
repetitively (Eisenhardt, 1989; Glaser and Strauss, 1967), and respondents were pointing at each
other as the subsequent respondent for the interview. Thus the interviewer, who is the author of
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this thesis, felt that the circle was closed. The interviewees are called ‘experts’, because they had
the following criteria: 1) at the time of the interviews, they worked in the private sector, for the
government or in research, in an entrepreneurship-related work field; 2) at the time of the
interviews, they had at least three years of working experience; 3) at the time of the interview,
the expert’s job position was at least at managerial or specialist level. These 27 Tanzanian
experts included: 10 representatives from financial institutions, such as commercial banks and
micro-financing organisations; eight academics, such as researchers on entrepreneurship and the
Dean of the Faculty of Business and Economics at the largest local university; four government
representatives, including the Mayor of Iringa; three local, community-wide experienced
entrepreneurs; and two representatives from one non-governmental organisation (NGO), which
empowered local entrepreneurship.
In the first round of questions, the interviewees were asked if, and how, entrepreneurial
motivation, entrepreneurial orientation and the development of personal wealth are important in
the context of the informal economy in the Iringa region. Concerning entrepreneurial motivation,
items were formulated in terms of opportunity and necessity motivation; and these items were
checked and confirmed by the experts. Concerning entrepreneurial orientation, the Hughes and
Morgan (2007) scale was discussed with, and confirmed by, the experts to use in the
questionnaire. Concerning the development of personal wealth, the experts proposed to use the
following measures: ‘How has your net income, concerning the food that you need to buy on a
daily basis, changed over the last three years of operation?’; ‘Over the last three years, I have
managed to obtain a house for myself’; ‘Over the last three years, I have been able to put my
children in school’; and ‘I have managed to obtain health care for myself’. Concerning the school
fees: education at the lower levels, such as primary school and secondary school, is compulsory
and, in theory free, until the age of 15. However, the parents face costs, such as additional small
school contributions, school uniforms and books (Class Base, 2015). Concerning Tanzania’s
health care structure: there are a number of different services, ranging from health workers who
visit homes in villages to district hospitals (Ministry of Health and Social Welfare, 2015). In
addition, there are different levels of health care insurance. The lowest insurance level is the
Community Health Fund (CHF), which is commonly used in the less developed, often rural
areas. The CHF offers benefits limited to public low-level health care services (Borghi et al.,
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2013). Many micro and small business owners in the informal economy do not have insurance,
but simply deduct health care expenses from their personal income.
In the second round of questions, the most appropriate sample of respondents was
discussed with the experts to be the subject of our questionnaire. The experts suggested that the
questionnaires should be administered to the informal micro and small businesses in the heart of
Iringa and just outside the city along a heavily-used highway. The respondents from our main
study are further discussed in the next sub-section.

5.3.2.2 The main study
After the qualitative interviews, the quantitative questionnaire was developed based on the
suggestions made by the interviewees in the pre-study about which items should be included in
the questionnaire. Except for the socio-demographic items and the development of personal
wealth items, items were used from validated scales from the previous literature. For the sociodemographic items, entrepreneurial motivation, and the development of personal wealth,
standard items were used, such as ‘gender’ and ‘age’; and self-developed items, such as the
statement: ‘I have started the current business, because there were no other options for work’
(necessity motivation). For the entrepreneurial orientation items, the Hughes and Morgan (2007)
scale was used, as discussed in Section 5.2.3. The choice for this scale was driven by the
multidimensionality of the construct: the constructs may vary independently and in different
contexts. In advance of the main study, a preliminary questionnaire was tested, which ultimately
was intended to be administered to a large sample of business owners, on a pilot group of 10
micro and small business owners in order to control for validity, consistency, and, in part,
comprehensibility. Table 5.1 presents all the items of the final questionnaire.
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Variable
Socio-demographics

The development of
personal wealth

Entrepreneurial
motivation

Entrepreneurial
orientation

#. Item. (Scale). [Type of entrepreneurial motivation]. (Type of entrepreneurial orientation).
1. Gender (Male/Female)
2. Age (Number)
3. Highest completed education (No education; primary school; junior secondary school; senior secondary school; university Bachelor’s degree;
university; Master’s degree; Other)
4. How has your net income, concerning the food that you need to buy on a daily basis, changed over the last three years of operation?
(Today, I can buy a lot less food with my income, than 3 years ago; Today, I can buy a little less food with my income, than 3 years ago; Today, I can
buy the same amount of food with my income, than 3 years ago; Today, I can buy a little more food with my income, than 3 years ago; Today, I can
buy a lot more food with my income, than 3 years ago)
5. Over the last three years, I have managed to obtain a house for myself
(A lot less of; A little less of; The same amount of; A little more of; A lot more of)
6. Over the last three years, I have been able to put my children in school
(A lot less of; A little less of; The same amount of; A little more of; A lot more of)
7. Over the last three years, I have managed to obtain health care for myself
(A lot less of; A little less of; The same amount of; A little more of; A lot more of)
8. At the start of my business, I recognized a market need before I found or developed the product/service [opportunity]
9. At the start of my business, I found or developed a product or technology and then looked for a market [opportunity]
10. At the start of my business, I acquired an existing income-stream (for example, a buyout or a portion of an existing business)10 [opportunity]
11. I have started the current business out of opportunity [opportunity]
12. I have started the current business, because there were no other options for work [necessity]
13. I have started the current business, because I had to increase my income to make a living [necessity]
14. I have started the current business, because various external factors forced me to start a business for myself [necessity]
15. I have started the current business out of necessity [necessity]
16. At the start of my current business, the term ‘risk taker’ was considered a positive attribute for people in my business (risk taking)
17. At the start of my current business, people in my business were encouraged to take calculated risks with new ideas (risk taking)
18. At the start of my current business, my business emphasized both exploration and experimentation for opportunities (risk taking)
19. At the start of my current business, I actively introduced improvements and innovations in my business (innovativeness)
20. At the start of my current business, my business was creative in its methods of operation (innovativeness)
21. At the start of my current business, my business sought out new ways to do things (innovativeness)
22. At the start of my current business, I always tried to take the initiative in every situation (for example, against competitors, in projects when
working with others) (pro-activeness)
23. At the start of my current business, I excelled at identifying opportunities (pro-activeness)
24. At the start of my current business, I initiated actions to which other organizations responded (pro-activeness)
25. At the start of my current business, my business was intensely competitive (competitive aggressiveness)
26. At the start of my current business, in general, my business took a bold or aggressive approach when competing (competitive aggressiveness)
27. At the start of my current business, I tried to undo and out-maneuver the competition as best as I could (competitive aggressiveness)
28. At the start of my current business, employees were permitted to act and think without interference (autonomy)
29. At the start of my current business, employees performed jobs that allowed them to make and instigate changes in the way they performed their
work tasks (autonomy)
30. At the start of my current business, employees were given freedom and independence to decide on their own how to go about doing their work
(autonomy)
31. At the start of my current business, employees were given freedom to communicate without interference (autonomy)
32. At the start of my current business, employees were given authority and responsibility to act alone if they thought it to be in the best interests of the
business (autonomy)
33. At the start of my current business, employees had access to all vital information (autonomy)

Origin of item. Scale.
Standard items.

The items were developed on the basis of the
expert interviews.

The items were developed on the basis of the
expert interviews. The items are measured on a
5-point Likert scale from ‘strongly disagree’ to
‘strongly agree’.

Hughes and Morgan (2007). The items were
measured on a 7-point Likert scale from
‘strongly disagree’ to ‘strongly agree’.

Table 5.1 The measurement instrument.

10

This item is based on measuring opportunity identification by DeTienne & Chandler (2007). With agreement of the experts in the pre-study, this item was included in the questionnaire.
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The quantitative data collection took place in Iringa, Tanzania, in the period February –
March 2014. The questionnaire was given to 152 micro and small business owners which were
called the mama lishe: a Kiswahili term for informal food vendors. Mama lishe sell local dishes,
and beverages. Often the owners have other unrelated jobs in off peak-hours, such as being a
taxi-driver or a cell phone card vendor, as well as owning the mama lishe, which in the literature
has been called ‘the octopus’ form of business (Jorgensen et al., 1986; Kiggundu, 2002). Most of
the mama lishe are organised in city centres or along important transportation hubs where many
people gather during lunch and dinner time. Although the majority of the mama lishe are
organised as little restaurants often with not more than five employees, many of the mama lishe
also sell on the street. ‘Street-vending is a key element of this informal economy and important to
surviving poverty and to the escape from poverty in developing countries’ (Lyons et al., 2014, p.
4). The employees are often family members or friends. In line with ‘mama’ in the term mama
lishe, 67.1% of the respondents are female, and 32.9% male. The average age of our respondents
is 31.7 years. The respondents generally have low educational levels: 53.3% obtained primary
schooling as the highest level of education; 41.5% obtained secondary schooling as their highest
level of education, and the remainder of the marginal percentages had either no education, or a
University’s Bachelor degree.
The choice for the mama lishe type of business was because: a) the experts taking part
in the pre-study suggested using these micro and small business owners as the respondents
because such a business is a typical Tanzanian informal business; and b) there were sufficient
mama lishe in Iringa to ensure a sufficient basis for a statistical analysis. As the mama lishe
concentrated in certain areas of Iringa, the most convenient type of sampling was the snowball
sampling methodology of going from one respondent to another (Saunders et al., 2009). Two
local assistants helped to conduct the quantitative survey, in terms of language translation and
the introduction to the respondents. During the survey, the researcher had face-to-face contact
with the respondents, together with local assistance on translation and the guidance of the
research. Because the researcher had face-to-face contact with the respondents, and let the
respondents fill out the questionnaire on the spot, there was a very high response rate (about
98.0%). The three mama lishe who were responsible for the 2.0% non-response rate refused
cooperation because of the lack of time or qualms about confidentiality.
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5.4 Results
In this section, the results of the study are presented. Section 5.4.1 discusses entrepreneurial
orientation, entrepreneurial orientation, and the development of personal wealth, and provides the
correlation table of all items (including the socio-demographic items). Section 5.4.2 discusses the
scale refinements. Section 5.4.3 discusses the regression models. Finally, Section 5.4.4 discusses
the hypotheses.

5.4.1 Entrepreneurial motivation, entrepreneurial orientation, and the development of
personal wealth
Table 5.2 shows the occurrence and the distribution of entrepreneurial motivation in terms of
opportunity and necessity motivations. These opportunity and necessity motivations are
aggregated on the basis of the four items of opportunity motivation and the four items of
necessity motivation which were previously presented in Table 5.1. From Table 5.2, it can be
concluded that the micro and small business owners have both opportunity and necessity
motivations, but necessity motivation dominates with a higher mean value.

Opportunity motivation
Necessity motivation
Median
4.00
4.25
Mean
3.83
4.22
Standard deviation
.54
.68
Strongly disagree, percentage
2.4
2.1
Disagree, percentage
7.9
9.4
Not sure, percentage
10.9
2.2
Agree, percentage
61.5
38.3
Strongly agree, percentage
17.3
48.0
Table 5.2 Entrepreneurial motivation: The scores.

Table 5.3 shows the occurrence and the distribution of the independent entrepreneurial
orientation dimensions: risk taking; innovativeness; pro-activeness; competitive-aggressiveness;
and autonomy. Each dimension is aggregated on the basis of the items of which were previously
presented in Table 5.1. From Table 5.2, it can be concluded that the micro and small business
owners do possess entrepreneurial orientation, because the majority of the entrepreneurial
orientation dimensions are valued at the higher end of the 7-point Likert scale, i.e. ‘somewhat
agree’; ‘agree’; and ‘strongly agree’.
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Risk taking
Median
Mean
Standard deviation
Strongly disagree, percentage
Disagree, percentage
Somewhat disagree, percentage
Not sure, percentage
Somewhat agree, percentage
Agree, percentage
Strongly agree, percentage

Innovativeness

Pro-activeness

5.33
5.33
5.33
5.41
5.52
5.17
.67
.68
.91
1.3
.0
.9
2.0
.7
2.4
2.3
.7
3.5
12.3
7.3
19.3
32.2
40.2
33.8
40.1
39.7
26.5
9.8
11.4
13.6
Table 5.3 Entrepreneurial orientation: The scores.

Competitive
aggressiveness
4.83
4.70
1.18
2.6
11.0
4.4
21.3
27.8
22.8
10.1

Autonomy
4.50
4.49
1.11
4.1
8.6
17.2
12.3
27.8
22.3
7.7

Table 5.4 shows the occurrence and the distribution of the personal wealth items. As far
as the net income for buying food on a daily basis, the ability to put the children in school, and
the possibility to obtain health care, the respondents reported that their personal wealth has
increased over the last three years of operation. However, obtaining a house is the exception: this
item has more decreased than increased.

How has your net
Over the last
income, concerning
Over the last
three years, I
the food that you need
three years, I
have been able
to buy on a daily
have managed
to put my
basis, changed over
to obtain a
children in
the last three years of house for myself
school
operation?
Median
4.00
2.00
3.00
Mean
3.52
2.40
3.03
Standard deviation
.88
.98
1.09
A lot less, percentage
1.3
19.1
8.5
A little less, percentage
11.8
38.2
30.3
The same amount, percentage
30.3
26.3
12.5
A little more, percentage
46.7
16.4
46.7
A lot more, percentage
9.9
.0
2.0
Table 5.4 The development of personal wealth: The scores.

Over the last
three years, I
have managed
to obtain health
care for myself
4.00
3.26
1.14
5.9
30.3
2.6
54.6
6.6

Tables 5.5 provides the results from the correlation analysis. The numbers (#)
correspond with the numbers in Table 5.1. In general, from Table 5.5, it can be concluded that
the items that measure the same concept, for example the development of personal wealth, the
items are highly correlated: ‘Over the last three years, I have been able to put my children in
school’ and ‘Over the last three years, I have managed to obtain health care for myself’’ (r(150)
= .64, p < .01). Furthermore, there are no strong signals for data disturbance by multicollinearity
problems, because no extraordinarily high coefficients (r > .90) that measure different concepts
are reported (Pallant, 2010).
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#

1

1

1

2

3

4

5

6

7

8

9

10

11

12

2

.16*

1

3

-.17*

-.14

1

4

-.06

.05

.18*

1

5

-.06

.24**

.01

.01

1

6

.20*

.45**

-.01

.13

.30**

1

7

.06

.29**

.08

.32**

.29**

.64**

1

8

-.04

.07

.21*

.12

.22**

.07

.21**

1

9

.07

.19*

.07

.15

.10

.23**

.23**

.22**

1

10

-.05

.11

.10

.27**

.07

.08

.10

.18*

.41**

1

11

-.04

.03

.10

.14

-.04

.03

.15

.14

.27**

.14

1

12

.00

-.12*

-.17*

-.20*

.06

.00

.02

.11

.06

-.04

.11

1

13

-.07

-.07

.05

.20*

.08

.03

.08

.25**

.29**

.21**

.38**

.35**

1

14

.10

.10

-.09

.07

.00

.02

.15

.14

.42**

.34**

.11

.19*

.35**

1

15

.18*

.16*

-.17*

-.04

.14

.18*

.08

.06

.27**

.27**

.06

.27**

.16*

.57**

1

16

-.04

-.03

.06

-.02

-.01

-.03

.15

.04

.01

-.15

.08

-.06

-.04

-.13

-.14

1

17

.01

.13

.20*

.08

.08

.17*

.08

.11

.12

.16*

.24**

-.08

.14

.02

.12

.31**

1

18

-.06

.02

.11

-.06

-.02

.05

.11

.09

.03

-.04

.23**

-.04

-.03

-.16

-.17*

.32**

.28**

1

19

.00

.05

.12

.18*

-.10

-.01

.09

.17*

.07

.09

.13

-.16

.07

-.09

-.16

.16

.11

.32**

1

20

-.09

.12

.10

.11

-.04

-.01

.03

.08

.06

.07

.18*

-.15

.11

-.04

-.10

.21**

.02

.25**

.55**

1

21

-.10

.07

.15

.12

.13

.10

.10

.31**

.11

.14

.13

.10

.23**

.01

-.04

.05

.13

.17*

.35**

.42**

22

-.07

.06

.05

.12

-.11

-.06

.07

.18*

.06

.03

.28**

-.15

.13

.02

-.11

.09

.04

.22**

.51**

.42**

23

-.12

.13

.14

.22**

-.09

.02

.10

.08

.22**

.07

.27**

-.13

.17*

.21**

.01

.07

.16

.06

.37**

.38**

24

-.09

.10

.13

.17*

.01

.03

-.07

-.01

.21**

.12

.26**

.04

.28**

.04

-.05

-.11

.12

.03

.20*

.21**

25

.03

-.13

.09

.01

-.17*

-.21**

-.27**

-.07

.14

.06

.18*

.00

.14

.04

.00

.04

.05

.22**

.04

.02

26

-.01

-.11

.11

.03

-.13

-.23**

-.27**

-.13

.10

.03

.14

-.06

.08

.01

-.08

-.03

-.08

.10

.17*

.18*

27

.00

.06

.00

.05

-.04

-.13

-.19*

.02

-.17*

.03

.09

-.09

.10

-.06

.04

.01

.15

.04

.21*

.11

28

-.03

.03

.00

-.07

.01

-.09

-.03

.04

-.12

-.11

-.08

.08

-.08

-.04

.10

.05

.06

.05

-.05

.02

29

-.07

.01

.03

-.11

.00

-.06

.00

.06

-.25**

-.18*

-.07

-.17*

-.27**

-.26**

-.11

.26**

-.08

.24**

.17*

.21*

The table continues on the next page
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13

14

15

16

17

18

19

20

30

-.07

-.04

.01

-.14

-.06

-.20*

-.22**

-.06

-.25**

-.10

-.09

-.15

-.25**

-.13

-.08

.03

.09

.05

-.01

.08

31

-.16*

-.07

-.02

.00

-.01

-.17*

-.02

.03

-.28**

-.07

-.05

.03

-.19*

-.18*

-.22**

.26**

.09

.15

.20*

.17*

32

-.06

-.12

-.04

-.18*

-.08

-.23**

-.14

.02

-.09

-.04

.03

-.03

-.13

-.06

-.09

.15

.13

.24**

.03

-.01

33

-.06

-.17*

.11

-.18*

-.17*

-.27**

-.20*

-.08

-.10

-.12

-.11

-.27**

-.25**

-.20*

-.31**

.22**

-.04

.24**

.13

.14

Table 5.5 Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).

#

21

21

1

22

.34**

1

23

.29**

.45**

1

24

.13

.21*

.50**

1

25

.02

.14

.22**

.50**

1

26

.06

.24**

.20*

.38**

.62**

1

27

.15

.23**

.09

.24**

.30**

.46**

1

28

.08

.06

.06

-.15

-.16*

-.04

.15

1

29

.07

.11

-.01

-.23**

-.05

.07

.09

.42**

1

30

.07

.12

.06

-.08

-.20*

-.08

.13

.50**

.37**

1

31

.03

.20*

.13

-.03

-.05

.01

.09

.31**

.42**

.50*

1

32

-.06

.06

-.06

-.10

.07

.03

.21**

.39**

.40**

.43**

.42**

1

33

-.06

.15

.07

-.05

.17*

.30**

.13

.28**

.60**

.31**

.41**

.53**

22

23

24

25

26

27

28

29

30

31

Table 5.5 continued Correlations table (Pearson’s correlation coefficient).
*Correlation is significant at the .05 level (2-tailed).
**Correlation is significant at the .01 level (2-tailed).
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32

33

1

5.4.2 Scale refinements
A reliability test was performed on all independent variables. Table 5.6 shows the results of the
reliability test. Although opportunity motivation (α = .55) and risk taking (α = .56) have low
Cronbach’s Alphas, the items for opportunity and necessity motivation were retained because
three items equal the minimum coverage of the construct’s theoretical domain (Hair et al., 2006).
Because the development of personal wealth items was not adopted from the literature,
a factor analysis was performed on the four personal wealth items resulting in a Kaiser-MeyerOlkin value of .58, 2(6, N = 152) = 112.07, and p = .00. This factor analysis showed that all
items were retained, and two factors out of the four items were generated. The two factors
accumulated for 73.6% of the variance. The first factor consists of one item: ‘How has your net
income, concerning the food that you need to buy on a daily basis, changed over the last three
years of operation?’ (factor loading .91). Therefore, this dimension was retained for the
regression analyses as the original item. This single-item factor shows clearly the development of
basic personal wealth of the micro and small business owners. The second factor (‘the
development of advanced personal wealth’) consists of three items: ‘Over the last three years, I
have managed to obtain a house for myself’ (factor loading .73); ‘Over the last three years, I
have been able to put my children in school’ (factor loading .82); and ‘Over the last three years, I
have managed to obtain health care for myself’ (factor loading .77).

Independent variable
Opportunity motivation
Necessity motivation
Risk taking
Innovativeness
Pro-activeness
Competitive aggressiveness
Autonomy
Factor: The development of advanced personal wealth
Table 5.6 Cronbach’s Alphas.

α
.55
.61
.56
.67
.64
.72
.81
.68

5.4.3 The regression models
All assumptions to continue with the regression analysis, concerning the sample size,
multicollinearity, singularity and outliers (Pallant, 2010); and the normality, linearity,
homoscedasticity, and constant variance of the errors terms (Hair et al., 2006), were met. A set of
hierarchical regression models has been run by using three blocks: the first block contains the
socio-demographic items in relation to the development of personal wealth; the second block
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contains the socio-demographic items and entrepreneurial motivation in relation to the
development of personal wealth; and the third block contains the socio-demographic items,
entrepreneurial motivation, and entrepreneurial orientation in relation to the development of
personal wealth.
The hierarchical regression models show how entrepreneurial motivation and
entrepreneurial orientation together have a significant effect on the development of personal
wealth in the presence of the socio-demographic items. Table 5.7 shows the results from the
hierarchical regression analyses. Similar to Table 3.6 in Chapter 3, and Table 4.7 in Chapter 4,
Table 5.7 is organised as follows: first, the Adjusted R2 values are presented. This statistic
provides a better estimate of the population when small samples are involved, as opposed to the
R2 (Tabachnick and Fidell, 2007). Second, the results from the F-test (F) are presented with the
degrees of freedom (df). Third, the p-values of the model as a whole are presented. When the pvalues of the model as a whole are significant, then this is presented as ‘< .05’, ‘< .01’, and ‘<
.001’; otherwise, the exact value of the non-significant p-value of the model as a whole is given.
Finally, the standardized Beta coefficients (ß) of the independent variables are presented (Hair et
al., 2006). Table 5.7 shows that the owner’s age is a significant predictor for the development of
advanced personal wealth (β Age = .37, t(141) = 9.95, p < .001). Hence, an older micro and
small business owner is more likely to have a greater personal wealth than a younger micro and
small business owner. Concerning entrepreneurial motivation, opportunity motivation has only
one significant positive effect on the development of personal wealth (β Opportunity motivation
= .23, t(141) = 2.45, p < .05); and necessity motivation has no significant effects on the
development of personal wealth. Concerning entrepreneurial orientation, there is one effect from
competitive aggressiveness on the development of advanced personal wealth (β Competitive
aggressiveness = .28, t(141) = -3.62, p < .001).

Regression model block

1

2

The development of basic
personal wealth

Predictor variable
Adjusted R2
F(df)
p
ß Gender
ß Age
ß Highest completed education
Adjusted R2
F(df)
p

.02
2.00(3,148)
< .05
-.05
.09
.18*
.07
3.40(5,146)
< .05
The table continues on the next page
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The development of advanced
personal wealth
.17
11.35(3,148)
< .001
.04
.43**
.10
.19
8.18(5,146)
< .001

3

ß Gender
-.03
ß Age
.03
ß Highest completed education
.10
ß Opportunity motivation
.29**
ß Necessity motivation
-.14
Adjusted R2
.09
F(df)
2.51(10,141)
p
< .05
ß Gender
-.03
ß Age
-.01
ß Highest completed education
.09
ß Opportunity motivation
.23*
ß Necessity motivation
-.16
ß Risk taking
-.04
ß Innovativeness
.06
ß Pro-activeness
.14
ß Competitive aggressiveness
-.04
ß Autonomy
-.16
Table 5.7 Regression models.
*Significant at the .05 level (2-tailed).
**Significant at the .01 level (2-tailed).

.04
.41**
.09
.12
.10
.28
6.75(10,141)
< .001
.04
.37**
.09
.10
.08
.12
.02
-.01
-.28**
-.14

5.4.4 The hypotheses tests
Concerning the hypotheses: H1 is largely accepted. In the third block in Table 5.7, there are only
two of the 14 possible effects, relevant for entrepreneurial motivation and entrepreneurial
orientation, are significant. As expected, there is insufficient evidence that the Western concepts
of entrepreneurial motivation, in terms of opportunity and necessity motivation, and
entrepreneurial orientation, in terms of risk taking; innovativeness; pro-activeness; competitive
aggressiveness; and autonomy, affect the development of personal wealth. Concerning the sociodemographics, there is insufficient evidence to support H2 and H4. Concerning H3, however, the
owner’s age is only positively related to the owner’s development of advanced personal wealth
in the informal economy in an LDC. Hence, H3 is partially supported.

5.5 Discussion
The current study started with the research question ‘To what extent is the development of the
personal wealth of micro and small business owners in the informal economy associated with
entrepreneurial motivation and entrepreneurial orientation?’ Based on the quantitative data
from the micro and small business owners in the informal economy in Tanzania, it can be
concluded that neither entrepreneurial motivation nor entrepreneurial orientation determines the
development of personal wealth.
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Concerning the entrepreneurial motivation in H1: as expected, there is sufficient
evidence that entrepreneurial motivation, as constructed in Western studies, is not related to the
development of the owner’s personal wealth in the informal economy in an LDC. However, there
is one significant positive effect from opportunity motivation on the development of basic
personal wealth: people in the informal economy who start a small business because they are
pulled to do so, because, for example, they perceived opportunities, are likely to have a higher
development of basic personal wealth. Overall, therefore entrepreneurial motivation, as
researched by Western studies, should better not be used as a predictor for the development of
personal wealth of small business owners in the LDC’s informal economy. Entrepreneurial
motivation in the informal economy might not be of any relevance, because the poor economic
circumstances yield different actuators (different reasons for setting up a business), for example
pressure from the community. Hence, either entrepreneurial motivation should be reconsidered
and interpreted in a more nuanced way; or other predictors should be explored.
Concerning the entrepreneurial orientation in H1: as expected, there is sufficient
evidence that entrepreneurial orientation, as constructed in Western studies, is generally not
related to the development of personal wealth of micro and small business owners in the
informal economy of LDCs. Hence, entrepreneurial orientation as constructed in Western
studies, should be reconsidered for non-Western contexts, such as the informal economies in
LDCs. However, there is one negative, significant effect from entrepreneurial orientation on the
development of advanced personal wealth, i.e. from competitive aggressiveness. A possible
explanation can be found in the community involvement and network ties (Boso et al., 2013;
Khavul et al., 2009; Krauss et al., 2005) of the small business owners in the informal economy.
The micro and small business owners in our study, the mama lishe, often operate in places with a
high number of similar mama lishe businesses. As these businesses are very small and informal,
little capital is required, and the owners have either purposefully avoided or unconsciously
ignored the bureaucratic rules of the formal institutional environment, and they help each other
to survive in the informal economy. While the entrepreneurial orientation literature agrees that
competitive aggressiveness is an essential characteristic for entrepreneurship (Covin and Slevin,
1991; Covin and Wales, 2012; Lumpkin and Dess, 1996), in the context of this study being
competitively aggressive can work against the micro and small business owners, because the
community’s forces may be stronger than the individual’s orientations, and they need each other
to, first, survive on a daily basis; and, second, to grow their small business. This is most likely
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why the effects from competitive aggressiveness on the development of personal wealth is
negative in Tanzania’s informal economy. This is a novel finding, because previous studies in
Namibia (Frese et al., 2002) and South Africa (Krauss et al., 2005) reported predominantly
positive effects from competitive aggressiveness on business performance.
Among the other determinants to be explored, there are the owner’s socio-demographics
which could be the point of departure for future research. Concerning the socio-demographic
hypotheses H2 to H4, only H3 is partially supported: the owner’s age, is partly positively related
to the owner’s development of personal wealth. An explanation of why H2 is not accepted could
be that, because the sector in this study is typically the domain of women, the few men in the
sector are not able to outperform the women. An explanation of why H4 is not accepted could be
that education may not be a necessity to engage in business in this sector. An explanation of why
H3 is partially supported can be that is not important to have experience to obtain basic personal
wealth. However, the development of advanced personal wealth strongly relies on the owner’s
age: the older the owner becomes, the more likely the owner has developed, amongst others,
more skills, competences, knowledge and an extensive network to enable the owner to build up a
large amount of personal wealth.
To a great extent, this study is unique, especially concerning the context in which the
data collection has taken place. The current study follows up on a number of recent calls for
research concerning entrepreneurship in the informal economy (for example, Webb et al. 2009;
Webb et al., 2013). Therefore, the current study is a step forward in filling the gap that exists
‘between the significant importance of the informal economy to commerce around the world and
the small amount of informal economy research with which entrepreneurship and strategic
management scholars have been involved’ (Webb et al., 2014, p. 1). Through this study, we
know more about the development of the personal wealth of micro and small business owners in
the informal economy in an LDC, and how the development of personal wealth is determined by
the micro and small business owners’ entrepreneurial motivation and entrepreneurial orientation.
Although entrepreneurial motivation and entrepreneurial orientation could be used as a predictor
for performance beyond Western contexts, entrepreneurial motivation and entrepreneurial
orientation seem to be more applicable in the Western-context, because this study on the
informal economy in an LDC finds hardly any effects from entrepreneurial motivation and
entrepreneurial orientation on the development of personal wealth. Therefore, entrepreneurial
motivation and entrepreneurial orientation should be measured in a more nuanced way, and other
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factors should be explored as predictors for performance in the informal economy in LDCs.
Nevertheless, although empirical evidence is delivered from a typical informal economy in an
LDC, the results should be interpreted with some caution. Other scholars are, therefore,
encouraged to study small business owners in the informal economy beyond the limitations of
our sample, in terms of the size, the sampling method, the characteristics of the sector, the
applied research methodology, the time when the research was conducted, and the location
where the data collection took place.

5.6 Conclusion
To answer the research question of the study in the current chapter ‘To what extent is the
development of the development of the personal wealth of micro and small business owners in
the informal economy associated with entrepreneurial motivation and entrepreneurial
orientation?’, primary data were conducted from 152 micro and small business owners in an
informal economy in Tanzania. The development of personal wealth is used as a proxy for the
performance of micro and small business owners in the informal economy in an LDC. The
factors that comprise the development of personal wealth can be grouped into the development of
basic personal wealth and the development of advanced personal wealth for the micro and small
business owners. The development of personal wealth is partly determined by the micro and
small business owner’s age. The other factors, entrepreneurial motivation (Hechavarria and
Reynolds, 2009; Hessels et al., 2008) and entrepreneurial orientation (Hughes and Morgan, 2007;
Lumpkin and Dess, 1996), do not play any role of importance. Therefore, in the context of the
informal economy in an LDC, entrepreneurial motivation and entrepreneurial orientation as they
are known from the Western literature, should be reconsidered in terms of their applicability and
their measurements (see, concerning the measurement of entrepreneurial orientation, Covin and
Wales, 2012).
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Chapter 6
The entrepreneurial motivation of small business owners in a Least Developed
Country: A qualitative study in Tanzania

Figure 6.1 Map of Tanzania (Central Intelligence Agency, 2015c)
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Abstract
The study in this chapter focusses on starting a small business in a least developed country
(LDC) which is not a voluntary action per se, but rather a complex event, where the owner
has to deal with two other influences external to entrepreneurial motivation: gender
disparities and the (in)formality of the small business. In contrast to the majority of prior
studies which have largely, and often quantitatively, researched the three subjects through
the perspective of laws, regulations and rules that are provided by the formal institutions to
structure economic activity, our study enriches the literature with insights stemming from
the personal stories of small business owners and experts in Tanzania. Through these
insights, this study contributes to the literature of entrepreneurial motivation in LDCs by
showing that necessity situations generate opportunity motivations. Our study illustrates
how necessity forces small business owners to seize opportunities can make them feel
proud, particularly the women who deal with overcoming gender inequalities and who are
often active in the Tanzanian informal economy.
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6.1 Introduction
Small business ownership is a form of entrepreneurship. The current study perceives ‘the
entrepreneur as the owner of an enterprise’ (Hébert and Link, 1989, p. 41). The owners of small
businesses in developing countries play a crucial role in economic development (Acs et al., 2008;
Hal et al., 2012; Koveos, 2011). However, not much is known about the individuals in the Least
Developed Countries (LDCs) who own the small businesses, and how they grow their
businesses. To better understand how small businesses grow, it is important to unravel the
reasons why certain small businesses in African LDCs do grow, while others do not, and what
the role of the small business owner is in this context. Some of the reasons why certain small
businesses grow and others do not, might stem from the small business owner’s motivation. In
addition to small business owners’ motivation, there are two other important entrepreneurship
issues in LDCs that impact the daily lives of the small business owners in LDCs: the informal
economy and gender disparities. Although the literature has been enriched recently in terms of
qualitative studies on informal family business in East Africa (see, for example Khavul et al.,
2009), what has been lacking is the opinion of both experts and small business owners in an
African LDC on why and how they are motivated to start a small business. Therefore, the current
study aims to answer the following research question: ‘What are the most important
entrepreneurial motivations for people to start a small business in Tanzania?’.
The literature has substantially focussed on the ‘voluntary nature’ of starting a business.
Dawson and Henley, 2012, p. 699). Different motivations can significantly affect small business
growth (Baum and Locke, 2004). Entrepreneurial motivation is very personal, and in countries
with, for instance, high gender disparities, as is the case in some African LDCs, entrepreneurial
motivation might significantly differ between men and women (Khavul et al., 2009). Moreover,
entrepreneurial motivation has recently been explained in the literature in terms of two separate
categories: opportunity and necessity motivations, which are akin to push and pull factors
(Dawson and Henley, 2012; Hechavarria and Reynolds, 2009; Kirkwood, 2009). While
opportunity motivations (akin to pull factors) dominate for both men and women in many, often
quantitative, studies (for example, Galid and Levine, 1986; Dawson and Henley, 2012; Segal et
al., 2005), other studies show that necessity motivations are more present in the lower-income
countries, such as LDCs, and decrease with increasing economic development (Wennekers et al.,
2005). However, we currently do not know what small business owners in an LDC consider,
when starting their business, in terms of their entrepreneurial motivations, amongst others.
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Concerning female-owned small businesses, on the one hand, many of the small
business owners in LDCs are women (World Bank, 2004). On the other hand, these femaleowned businesses are often perceived as insignificant, because they are considered to be too
small, or thought to be only marginally contributing to economic development (Langevang and
Gough, 2012). Hence, there is certainly a prominent ‘gender divide’ in most African countries
(Hagos, 2000). Roles in many African societies are traditional, in that it is the women who have
to take care of the children (McDade and Spring, 2005), and even female business owners who
are successful still argue that they face gender disparities (Snyder, 2000). However, the
entrepreneurial motivation of female small business owners, who are often active in the informal
economy, is little investigated in the literature in the specific context of LDCs.
Webb et al. (2014) state that ‘a large gap exists between the significant importance of
the informal economy to commerce around the world and the small amount of the informal
economy research with which entrepreneurship and strategic management scholars have been
involved’ (p. 1). While the informal economy already considerably contributes to the gross
domestic product (GDP) in mature economies, the informal economy heavily affects the size of
the GDP in developing countries, in particular Africa (International Labour Organization, 2002;
Schneider, 2002). Possible reasons for the ignorance of Africa as a research context might be the
researcher’s difficulties in collecting data (Kriauciunas et al., 2011; Kolk and Van Tulder, 2010).
The rich African context provides many opportunities to unravel how entrepreneurship in the
informal economy works in practice, while the insights into why and how small business owners
have been involved in the informal economy is largely understudied in the literature. While an
increasing number of studies have recently contributed to the literature on the informal economy
through the lens of institutional theory (for example, De Castro et al., 2014; Lee and Hung, 2014;
London et al., 2014; Uzo and Mair, 2014), what we currently do not know is how and what is
considered regarding the informal economy at the start of a business, and how that relates to
entrepreneurial motivation.
The aim of this qualitative study is to focus on the experiences of entrepreneurial
motivation from small business owners in an LDC. The data is collected on the basis of one
focus group composed of experts, one focus group composed of Tanzanian small business
owners, and 24 interviews with small business owners in the Kariakoo ward, Dar Es Salaam,
which is one of the largest commercial areas within the East African region. In the next section,
the context of the current study is described, after which the relevant literature is discussed.
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Thereafter, the methodology is explained, and the findings are presented in the following section.
The chapter closes with a concluding discussion in which the contributions to research of this
study in this chapter.

6.2 Context
The context of the study in this current chapter is Tanzania, an East African LDC. In general,
‘Africa is a diverse continent with distinct historic, economic, and social traditions’ (Khavul et
al. 2009, p. 1221). Although Africa has a low population density, the continent has many ethnic
groups, with different languages and cultural backgrounds (Khavul et al., 2009). Africa’s large
number of ethnic groups is also reflected in Tanzania’s population, which consists of more than
130 tribes, and there are many spoken local languages, which mainly stem from the official
language Kiswahili (Central Intelligence Agency, 2015c).
The United Republic of Tanzania was formed in 1964, subsequent to the merging of
Tanganyika and Zanzibar in the early 1960s after achieving independence from the British
(Central Intelligence Agency, 2015c). Tanzania is located in the African ‘Great Lakes’ region
(Edmonds et al., 2009), and Tanzania is member of the East African Community (EAC) (East
African Community, 2014). Tanzania is widely presented as one of the poorest countries of the
world, as it is 161st out of 187 countries on the International Monetary Fund’s (IMF) list of
countries, with a gross domestic product (GDP) per capita of $1627 (International Monetary
Fund, 2014), and is 164th out of 185 on the World Bank’s list of countries, with a GDP per capita
of $1775 (World Bank, 2013), and 170th out of 195 on the Central Intelligence Agency’s list of
countries, with a GDP per capita of $2500 in 2013 (Central Intelligence Agency, 2015c). After
obtaining independence in the early 1960s, President Julius Nyerere introduced ‘African
Socialism’, or ‘Ujamaa’. Tanzania’s ‘Ujamaa’ involved a strongly government-planned African
economy based on agriculture. The agricultural products were harvested generally by small
farmers, but were marketed by large state-owned cooperatives. All large commercial investments
in other sectors were government-controlled, and the private sector was heavily suppressed
(Temu and Due, 2000). At the time of ‘Ujamaa’, but still today, all land is owned by the
Tanzanian government (Central Intelligence Agency, 2015c).
Since the period of ‘Ujamaa’, Tanzania has made substantial economic progress, due to
the liberalisation policies of its successive governments, which have expanded the free market
and international trade, and which have benefitted both Tanzania, in particular, and Africa, in
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general (Kristiansen, 2002; Rutashobya and Jaensson, 2004). Tanzania has been reforming the
country’s economic structure and politics since 1986, and today this has attracted both investors
and the interest of the academic community (Jerven, 2011). Nevertheless, Tanzania’s economy is
still heavily dependent on agriculture, which substantially contributes to its GDP (more than
25%) and to its exports (85%), and provides employment for its workforce (80%) (Central
Intelligence Agency, 2015c). The reforms in the financial sector during the last decade have
stimulated the growth of the private-sector (Central Intelligence Agency, 2015c). As a
consequence of the reforms, small businesses have grown in number in Tanzania (Kristiansen et
al., 2005).

6.2.1 Small businesses in Africa
Whereas the current chapter is mainly concerned with ‘the entrepreneur as the owner of an
enterprise’ (Hébert and Link, 1989, p. 41), first, this section briefly discusses enterprises in the
African context. A typical characteristic of African economies is that they often have a small,
large-scale sector and a large, small-scale sector (McDade and Spring, 2005). Africa’s small,
large-scale sector mostly manufactures furniture, rubber, leather products, plastics,
pharmaceuticals, beverages, clothing, and soaps/toiletries, or operates in the construction and
transportation industry (Adenikinju et al., 2002; Schulpen and Gibbon, 2001; Todaro, 2000). The
majority of the large-scale businesses in Africa are owned by ethnic minorities, such as Asians
and Europeans, as opposed to the indigenous Africans (McDade and Spring, 2005). In addition,
like many African countries, Tanzania’s backbone of the private sector consists of a large
number of micro and small-sized enterprises (MSEs): an estimated 1.7 million Tanzanian MSEs
employ more than three million people (Kuzilwa, 2005). ‘MSEs are often one-person operations,
poorly managed, sometimes temporary, generally less productive, usually based on a marginal
capital value, and mainly informal. As opposed to MSEs, small and medium-sized enterprises
(SMEs) are generally larger, better organized, and formalized businesses’ (Kiggundu 2002, p.
248). Two major problems are typical for African MSEs and SMEs: 1) there is the problem of
copy-behaviour, which involves imitative as opposed to innovative businesses; and 2) there is a
problem of a ‘limited ability to compete on price and quality in a liberalized economy’
(Kristiansen et al., 2005, p. 366).
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6.3 Background literature
This section on the literature is divided into three sub-sections: the first concerns entrepreneurial
motivation; the second discusses gender in African businesses; and the third describes the
informal economy.

6.3.1 Entrepreneurial motivation
In the entrepreneurship literature, entrepreneurial ‘motivation’ is widely discussed, and, over the
years, a variety of terms have been used to encapsulate it, for example ‘drivers’ (Hessels et al.,
2008), ‘factors’ (Naudé et al., 2008), ‘reasons’ (Birley and Westhead, 1994), ‘determinants’
(Davidsson, 1991), or ‘entrepreneurial intentions’ (for example, Douglas and Shepherd, 2002;
Kolvereid, 1996; Lee et al., 2011; Zhao et al., 2010). Notwithstanding the small differences in
these terms, the majority of the terms generally have the same meaning. In general, it is widely
assumed that individuals start a business because they want to increase their personal wealth
(Amit et al., 2001). However, an often made distinction in entrepreneurial motivations is
between ‘necessity’ and ‘opportunity’ motivations, which are, respectively, akin to the ‘pushpull’ factors (for example, Hessels et al., 2008). Reynolds et al. (2002) state that ‘opportunity’
individuals are motivated by the achievement of success through exploiting opportunities for
economic gain, while ‘necessity’ individuals are motivated by the basic need to survive from day
to day. In addition, Acs and Varga (2005) state that ‘opportunity entrepreneurship represents the
voluntary nature of participation’ (p. 329). ‘Necessity entrepreneurship’ relates to the need, or
pressure, to start a business, mostly as a result of negative environmental and economic
circumstances, such as poverty. Hechavarria and Reynolds (2009) define necessity
entrepreneurship as ‘people who start a business because other employment options are either
absent or unsatisfactory’ (p. 418). Necessity entrepreneurship is more prevalent in lower-income
countries, and decreases with the rising level of economic development (Wennekers et al., 2005).
In the context of African LDCs, a substantial number of studies have found that African
small business owners are mainly motivated by necessity. For example, Roy and Wheeler (2006)
found in their study based on small business owners from West Africa that satisfying basic
needs, such as food and shelter, is the most significant factor. Moreover, Kiggundu (2002) refers
to the poor economic and environmental circumstances in African LDCs, which forces people to
struggle to survive, and therefore pushes them to start a business. With regard to the poor
economic circumstances, Chu et al. (2007) found in Ghana and Kenya that individuals start a
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business to increase their income and create jobs for themselves for survival purposes. However,
recently, a number of scholars have advocated for a more nuanced distinction between necessity
and opportunity motivations (for example, Dawson and Henley, 2012; Gurtoo and Williams,
2009; Langevang et al., 2012; Williams, 2009b; Williams and Nadin, 2010; Williams and Round,
2009), particularly when it concerns African LDCs, because the various manifestations of
entrepreneurial motivation are not necessarily mutually-exclusive. People can have multiple,
different entrepreneurial motivations at the same time: for example being both pushed at the start
of a business in order to survive, and simultaneously perceiving opportunities for exploitation
(Eijdenberg and Masurel, 2013).

6.3.2 Gender in African small businesses
A typical characteristic of African MSEs and SMEs is that a significant share is owned by
women: ‘hundreds of millions of poor people in developing countries make their living as microentrepreneurs: as farmers, street-vendors and home workers, and in a range of other occupations,
a large share of them are women’ (World Bank, 2004, p. 33). Although in numbers there might
still be more businesses owned by men, recently, scholars have found that the number of femaleowned businesses has grown significantly, and that, particularly in African LDCs, starting a
business has become a key strategy to make a living amongst women (Hanson, 2009; Minniti
and Naudé, 2010; Strier, 2010). However, there is a prevalent ‘gender divide’ in most African
countries (Hagos, 2000). In a study with data from Uganda, a wide variety of successful female
entrepreneurs, varying from market vendors to hoteliers, were interviewed. Most of the
interviewees in this Ugandan study state that women face gender disparities across all socioeconomic and political indicators, despite the positive effects of women’s activism (Snyder,
2000). Women have to deal with various challenges in African society, such as the care of their
children, limited access to capital and land ownership, and gender bias (McDade and Spring,
2005). On a regional scale in Africa, such as in the cities or provinces, there are a number of
examples of very successful female entrepreneurs, but they are limited. The employment
opportunities in Africa’s labour market are few, which forces men to overcome gender barriers
and enter female domains, which entails doing work that is mainly perceived to be carried out by
women, such as food-vending. Only a few women break through the gender barriers, such as
having employment in professions such as civil servants and in large informal businesses, which
are commonly perceived to be the domain of men (Langevang and Gough, 2012; Overå, 2007).
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Khavul et al. (2009) extensively elaborate on East African small family businesses and
the role of the woman in those businesses. Besides providing many insights on East African
family matters, Khavul et al. (2009) found, in their grounded theory study based on data from
Uganda and Kenya, that women generally fulfil a traditional role in the family and in the
business which is owned by their husbands. Women are held responsible for the basic survival of
the children and themselves, but they might have the aspiration to be successful in business, and
the ambitions to aim for more advanced goals, such as the provision of a good education for their
children. With regard to basic survival, women do own businesses, but these businesses are
generally MSEs, mainly provisioning domestic food in both rural and urban areas (see, for
example, Aspaas, 1998; Clark, 1994; Horn, 1994; House-Midamba and Ekechi, 1995; Mandel,
2003; Robertson, 1997; Snyder, 2000).

6.3.3 The informal economy
Webb et al. (2013, p. 598) define the informal economy as ‘economic activities that occur
outside of formal institutional boundaries (that is illegal) but which remain within informal
institutional boundaries for large segments of society (that is legitimate)’. The distinction
between illegal and legitimate is important, because what is meant by informal is that the
entrepreneurial activities might be illegal, but are legitimate (Webb et al., 2009), for example,
those involving undocumented workers, counterfeiting, unregistered and/or tax-avoiding
businesses, trader-tourism, and bootlegging, and those which ignore the environmental/labour
regulations, and all of these often concern street vending. The aforementioned entrepreneurial
activities are in line with ‘all market-based legal production of goods and services that are
deliberately concealed from public authorities for reasons of taxation, employment, and
administrative regulation’ (Schneider, 2005; p. 600). However, it should be clear that the
informal economy does not include the entrepreneurial activities that are ‘antisocial in intent’
(De Soto, 1989, p. 11), such as drugs dealing, human trafficking, money laundering and bank
robbery (Webb et al., 2013). For a further detailed elaboration on the definition of the informal
economy, we refer to Webb et al. (2013), Webb et al. (2014), and Webb et al. (2009).
Concerning the context of an African LDC, it is important to note that the informal
entrepreneurial activities in developed economies differ from those in developing economies.
Without getting involved in a broader elaboration on the complexity and nature of the different
economies, in general, the amount of informal entrepreneurial activity increases when the level
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of a country’s economic development decreases. Therefore, the presence of the informal
economy in African LDCs can be assumed to be substantial. Informal entrepreneurship in
African LDCs particularly concerns the role of ‘informal institutions in facilitating organizing
and transacting’ (Webb et al., 2014, p. 8). In African LDCs, entrepreneurial activity outside
formal institutional boundaries but within informal institutional boundaries, involves ‘how
entrepreneurs operate informal institutional voids by drawing upon informal institutions as
providing complementary, substitute mechanisms for organizing and transacting’ (Webb et al.,
2014, p. 8). The ‘reasons’ why individuals start a business in the informal economy depend on
their strategic decisions that are determined by the value of potential opportunities in the formal
and informal economies, based on their knowledge of formal and informal institutions (Webb et
al., 2014). Hence, for many individuals in the African LDCs, the knowledge on the available
opportunities must be concerned more with the informal economy than with the formal economy.

6.4 Methodology
6.4.1 Data collection
It is well-known that collecting primary data in developing countries, or ‘nontraditional contexts’
(Kriauciunas et al., 2011, p. 994) such as Tanzania, presents major challenges for researchers
(Kolk and Van Tulder, 2010), concerning, for example, the optimisation of response rates and
language barriers. Nevertheless, we believe that the most genuine data stems from the context in
which the small business owners operate. Therefore, the author of this chapter (hereinafter
referred to as ‘the researcher’) collected the data in July – August 2014 in Dar Es Salaam,
Tanzania. Dar Es Salaam has a population of 2.5 million citizens, and is the commercial and
industrial centre of Tanzania (Kristiansen et al., 2005).
The data were collected from qualitative interviews in the following order. First, the
researcher started the process of data collection with one focus group composed of experts.
Second, the researcher collected data from one focus group composed of small business owners.
Third, the researcher conducted 24 in-depth interviews with small business owners. The
discussions in the focus groups were conducted in English. From the 24 in-depth interviews with
small business owners, 12 interviews were conducted in English and 12 interviews in Kiswahili
with an English translation from a Tanzanian assistant. While the focus groups were meant to
obtain a more general perspective, the purpose of the interviews with the small business owners
was to obtain a more personal perspective. All data were voice-recorded and transcribed
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verbatim. The interviewees did not object to our using their original first names in the current
paper.
Focus groups consist of four to 10 participants who are involved in a conversation with
the purpose of discussing the complexity of the participants’ personal experiences concerning a
certain topic (De Mey and Smith, 2013). The main advantage of focus groups is that participants
concentrate on personal experiences related to the topic, and build on each other’s comments to
obtain a general picture of the phenomenon. Hence, the interactive nature of focus groups
provides a broad perspective on the topic. The main disadvantage of focus groups is that the
conversation can be monopolised by one dominant participant, and hence shy participants are not
able to provide their insights (De Mey and Smith, 2013). Subsequently, the 24 interviews with
the small business owners were descriptive, that is, the interviews were meant to present ‘a
complete description of a phenomenon within its context’ (Yin, 2003, p.5; Essers, 2009). As
opposed to the focus groups, the main advantage of the separate interviews with the small
business owners is that the interviewee’s responses are generally more personal and more
detailed, and therefore the researcher is more able to elaborate extensively on the interviewee’s
personal experiences and phenomena. A major disadvantage is that interviews are more limited
with respect to airing different viewpoints and multiple interaction, as opposed to discussions in
focus groups. To this end, the researcher used two interview guides with different questions: one
semi-structured interview guide for the focus groups, and one semi-structured interview guide
for the small business owners. The researcher divided the questions into different themes in the
interviews. For both the focus groups and the small business owners, the themes were
‘entrepreneurial motivation’, ‘informal business’ and ‘gender’. Furthermore, besides the use of
probes and follow-up questions in order to unravel more about a specific topic, the role of the
researcher was limited to saying ‘please continue talking’ (Austin and Delanay, 1998) with both
the focus groups and the interviews with the small business owners. Concerning the small
business owners, the researcher used a snowball sampling technique (Saunders et al., 2009) as
the basis for the selection of the interviewees. ‘Snowballing involves recruiting individuals to
collect data from other individuals whom they think meet certain inclusion criterion defined by
the researcher’ (McGee et al., 2009, p. 974). The researcher reached data saturation after 24
interviews with the small business owners, as then the researcher found that incremental learning
became minimal and phenomena were reported repetitively (Eisenhardt, 1989; Glaser and
Strauss, 1967).
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6.4.2 Data sources
The first focus group consisted of six experts, five men and one woman, all in the field of
entrepreneurship and small business ownership in Tanzania. The criteria for selecting the experts
were that: 1) each expert needed to have working experience in an industry intensively dealing
with entrepreneurship and SMEs in Tanzania, for example the financial sector; and 2) each
expert had to be at least on middle management level within his/her organisation. The focus
group of experts took place in an office building in the city centre of Dar Es Salaam. The
duration of the focus group discussion with the experts was one hour and four minutes.
The second focus group consisted of six small business owners, five men and one
woman, from the pharmaceutical industry in Tanzania. The choice of the pharmaceutical
industry was twofold: 1) it is a typical Tanzanian business, in terms of the large quantity of these
businesses in and around large cities, such as Dar Es Salaam; and 2) the small business owners
from the pharmaceutical industry are generally more highly educated than those in other typical
Tanzanian industries, such as hardware, handicrafts, and garments. Hence, the small business
owners from the pharmaceutical industry were able to speak English on a professional level. The
focus group of small business owners took place in a hotel in Dar Es Salaam. The duration of the
focus group discussion with the small business owners was 52 minutes.
Besides the two focus groups, the researcher conducted interviews with 24 small
business owners in Dar Es Salaam. Nine of the small business owners were female, and 15 were
male. The small business owners were from a variety of sectors, but they were mainly selling and
producing hardware/utensils and textiles/garments/clothes. The researcher ensured that the
owners were also the founders of the small businesses. All businesses were formally registered,
obliged to pay taxes, and most of the businesses were started with a bank loan of approximately
$150. The oldest business was founded in 1985, and the most recent in 2011, but most of the
businesses were founded between 2000 and 2010. The majority of the small businesses had a few
employees, generally up to five, often on a part-time basis, and many of the employees were
friends or family members. Furthermore, half of the formal small businesses with more than 10
employees in East Africa are owned by entrepreneurs of Asian and Middle Eastern descent
(Schulpen and Gibbon, 2001). This is also reflected in the number of small business owners who
are particularly of Indian descent in Dar Es Salaam. Therefore, the researcher conducted five
interviews with small business owners of Indian descent, although born and raised in Tanzania.
The other 19 interviews were with small business owners who were indigenous Tanzanians. The
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majority of the interviews took place during business hours in the stores of the small business
owners themselves, as they were not able to leave their business for another interview location as
there was no one else to take charge of the store. The businesses were located in the Kariakoo
ward, in the Ilala district of Dar Es Salaam. Kariakoo is also known as the commercial area of
Dar Es Salaam with its extensive market places. The average duration of the interviews with the
small business owners was approximately 30 minutes. The local conditions did not lend
themselves to extend the time of the interview, because the small business owners were either
busy with managing their business, or the interview spot was too crowded with surrounding
customers, pedestrians, and market vendors.

6.4.3 Data analysis
The collected semi-structured focus groups and semi-structured interviews were written out
verbatim and then analysed. Incorrect British-English in the excerpts in the Findings section
may, therefore, occur. Three approaches for data analysis were used: 1) categorical content
analysis; 2) holistic content analysis; and 3) discourse analysis. Each approach is briefly
discussed below.
First, a categorical content analysis was conducted. The primary goal of categorical
content analysis is to find common patterns and themes in the stories told by the respondents
(Lieblich et al., 1998). Notwithstanding the pre-defined questions in the semi-structured
interviews, four themes emerged from the transcripts, and the next section on the findings
considers in turn the four themes that emerged from the analysis. Second, a more holistic
analysis approach was used (Lieblich et al., 1998). A holistic analysis zooms in on the stories of
the respondents separately, and involves the respondents’ contexts. For the current study, the
themes were selected on the basis of what the small business owners had to deal with since the
start of their business: the motivation to start a small business; the growth of the small business;
informal business; and gender disparities. In the Findings section, a selection was made of the
most illustrative fragments from five of the small business owners’ interviews and the two focus
groups. The most ‘critical’ events from the interviews, in terms of being most those frequently
discussed, are elaborated upon. And, then, finally, a discourse analysis was conducted. Discourse
analysis allows us to ‘deepen our understanding of the ambiguities and contradictions within and
between the stories’ (Essers and Benschop, 2007, p. 56). The discourse analysis comprised a
critical reading and rereading of the stories. Therefore, attention was paid to what was said and
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how it was said, and the context in which the stories had developed (Potter and Wetherell, 1987).
In addition to the discourse analysis, we report the findings both inductively and deductively.
Concerning the inductive reporting, the two basic components of an argument which can be used
to unravel what is said by the interviewees are: the data, and the claim (Brockriede and Ehninger,
1960). ‘Data’ refers to the materials, facts, figures, or events that took place in the past or current
environment. A ‘claim’ derives from the data, and is normally called a ‘conclusion’ for past,
current or future events. For example: Country A has won the World Cup 12 out of the 15 times
(data). Therefore, Country A will reach the finals of the next World Cup (claim) (Brockriede and
Ehninger, 1960). In the Findings section, we use the words ‘data’ and ‘claim’ in parentheses after
certain excerpts in order to clarify what was said by the interviewees. Concerning the deductive
reporting, for each theme we report an important finding, i.e. what was said most frequently
across all interviews. Hence, we ‘counted’ these findings, which is a more quantitative approach
within qualitative methodology.

6.5 Findings
This section presents excerpts from the interviews with five of the Tanzanian small business
owners and the discussions in two focus groups. The excerpts in this section are selected from
the most illustrative interviews, and are based on the following criteria: 1) the excerpts need to
be from both male and female small business owners; 2) the excerpts need to contain personal
experiences; and 3) the excerpts need to both amplify and confirm one another. To clarify the
excerpts, we distinguish between data and claims (Brockriede and Ehninger, 1960).
Concerning the small business owners, Sanjay is a man in his late 30s, and founder and
owner of a shop selling utensils for ordinary daily use in the city centre of Dar Es Salaam. He is
married, but has no children. Sanjay is of Indian descent, and he was born and raised in
Tanzania, like his parents. Victoria is a middle-aged woman, founder and owner of a baby
clothes shop in the city centre of Dar Es Salaam. She is married, and has children. Sophia is a
woman in her early 30s, and founder and owner of a shop selling women’s clothes in the
Kariakoo ward, the commercial area of Dar Es Salaam. She is married and she has children.
Pasko is a middle-aged man, and founder and owner of a carpet store in the Kariakoo ward, the
commercial area of Dar Es Salaam. He is married, and has children. Avelino is a man in his late
40s, and founder and owner of a cosmetics store in the Kariakoo ward, the commercial area of
Dar Es Salaam. He is married, and has children.
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Concerning the focus group, the first focus group of experts consists of: Mashaga, a
male accounts manager of SMEs in his mid-30s; Filbert, a male head of banking in his late 30s;
Adelard, a middle-aged male manager working with SMEs; Carol, a middle-aged male research
analyst; Loelia, a middle-aged female accounts manager of SMEs; and James, a senior
relationship manager of SMEs in his early 30s. All the experts had a professional background at
different institutions in the financial sector before they currently had started working at a
commercial bank that primarily deals with small businesses. The other focus group consists of
the founders and owners of small businesses from the pharmaceutical industry. Gilbert, Bushiri,
Fabian, Hosea, and Yabin are all middle-aged men who have founded and owned different
businesses, but primarily pharmacies. Amisa is the middle-aged female owner of a small
pharmaceutical business. Similar to her male colleagues in the focus group, she has been
involved in several, different types of businesses throughout her life.
As previously mentioned, three significant themes emerged from the findings which are
now elaborated for a deeper understanding. The three themes are: the motivation to start a small
business;; informal business; and gender disparities. As previously discussed in Section 6.4.3, the
findings are discussed according to a three-step approach, which involved: 1) categorical content
analysis; 2) holistic content analysis; and 3) discourse analysis.

6.5.1 The motivation to start a small business
Among the small business owners, ‘necessity’, as described by Hechavarria and Reynolds
(2009), was the most frequently discussed motivation to start a small business. One of the
experts from the focus group, Mashaga, explained that the necessity motivation of people to start
a business is often due to the macro-development side of the country:
‘I also want to say from the macro-development side, the employment, because for Tanzania,
the government is not able to produce enough employment for the graduates. That’s why we
reached the time that we have a lot of graduates without employment. Now they are pushing
themselves to find… To employ themselves – finding employment somewhere else. Because
the government does not have enough opportunities’. (Mashaga).

Hence, according to Mashaga, necessity reasons mostly dominate, which is strongly
supported by his uttering: ‘now they are pushing themselves to find (…) finding employment
somewhere else (claim)’. However, in a few cases, the small business owners reported that they
had started a small business because they perceived an opportunity. In those few cases, the
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underlying opportunity was often related to rising regional socio-demographic and economic
developments, such as Tanzania’s population growth and the liberalisation of international trade
in East Africa (Kristiansen, 2002). One of the experts, James, elaborated on the regional sociodemographic and economic developments a few minutes later in the same focus group:
‘You know, the population of East Africa… For instance, in Tanzania now, we are around
the 46 million. So the presence of that already market – of the market already serving is a
motivation. Somebody knows if you want to sell something, people demand. Another thing is
I think the infrastructure. The infrastructure also motivates people to do business. But
infrastructure in terms of transportation, but also infrastructure in terms of finance. Because
if you got to do business and maybe you need to some money, and you need to some capital –
then you need to know where… Those information systems’. (James).

By saying ‘the presence of that already market (data) – of the market already serving is
a motivation (claim)’, James regards the population of 46 million in Tanzania as the presence of
an existing market that motivates people to start a small business. And, within that population, it
is the information systems that support these small business owners by finding the right capital.
One of the small business owners from the separate interviews, Pasko, shared his experiences on
the reasons for starting a small business. Pasko says first:
‘I started the business because of the reason of assisting the family, a growing up new
generation and meeting different family needs […]’

Then, Pasko continues:
‘Because of the market opportunity. Because of the opening up of borders, and that the
government is now allowing the business people to drive to different areas and to bring
business also’. (Pasko).

Accordingly, Pasko tells how an ‘opportunity’ event emerges from an initial ‘necessity’
situation by uttering first: ‘I started the business because of the reason of assisting the family
(claim)’, and then arguing that: ‘Because of the opening up of borders, and that the government
is now allowing the business people to drive to different areas and to bring business also’. With
regard to Pasko’s comments, one of the small business owners from the focus group, Gilbert,
elaborates on the emerging ‘opportunity’ from an initial ‘necessity’ situation:
‘According to my view, those who can say pull factors because they’ve seen the
opportunities, that is typically for East African employees. Most of us strive to that pull.
Because I’ve seen that as an opportunity There is a bank where you can go and take a loan,
and do business, and I also want to get a good life. Then I go and take a loan, so I can
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increase my income and get a good life. But those on the other side of motivation, they have
to, because, you see, you’re sleeping and your children are not even sleeping in a bed’.

(Gilbert).
By saying ‘there is a bank where you can go and take a loan (data)’, Gilbert gives an
additional argument to Pasko’s previous claims. At the same time, by saying that ‘your children
are not even sleeping in a bed (data)’, Gilbert shows that the point of departure for many East
African people who want to start a business is still necessity.
In sum, frequently-heard reasons why people start a business are necessity-related:
generating an income for the household, being able to put children in school, and improving the
housing facilities for the family. However, although necessity motivation pushes people to start a
small business, people tap into the latest regional socio-demographic and economic
developments, such as Tanzania’s population growth and the liberalisation of international trade
in East Africa (Kristiansen, 2002), where they turn necessity motivation into opportunity
motivation. Therefore, we can conclude that motivation is a more nuanced construct than a strict
division into necessity and opportunity (Eijdenberg and Masurel, 2013).

6.5.2 Informal business
As previously discussed in Section 6.3.3, informal business is a common means of business
ownership in LDCs. Among the small business owners of the separate interviews, many of them
were involved in informal business before they started their current formal business. Prior to the
stories of the small business owners, the focus group of experts explained why, given the
institutional environment, people start a business in the informal economy. Filbert, one of the
focus group experts, tells us:
‘In terms of formality, even maybe it’s not very clear now, because we have small businesses
where they have a business licence and, of course, a tax identification number – we can find
that as formal already. What the more advanced kind of formalisation, we could consider – it
is required maybe that they are also registered by Business Registration And Licensing
Authority: BRELA11. But generally, because of the limitation of the presence of BRELA in the
country, and the awareness of the entrepreneurs, you find many of them that they are not

11

The BRELA is responsible for business administration and law regulation in Tanzania. BRELA is an executive agency, and
acts under the Tanzanian Ministry of Industry and Trade (Business Registration and Licensing Authority, 2015).
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registered by BRELA, but they have TIN: Tax Identification Number12, and a business
licence’. (Filbert).

Hence, from Filbert’s quote, it can be concluded that there are different degrees of
formalisation. Those who do not have a BRELA and do not have a TIN can be perceived as
having the least degree of formal business. An informal business starts for a reason. Frequently
heard reasons are: the high cost of living; the frustration with the bureaucratic process of
formalising a small business (Schneider, 2005); and the access to mtjai, that is capital. Mtaji is a
word that is often used by the small business owners to refer to capital as a necessary
requirement to start up a small business successfully. In short, no mtaji means either starting a
business in the informal economy, or starting no business at all. With regard to the access to
capital, Pasko makes a comment about the recent socio-demographic developments:
‘The population of Tanzania grows, that life becomes so hard. That says that access to
income is very little. So people tend to find different activities to take place in order to get an
income’. (Pasko).

By saying that: ‘access to income is very little. So people tend to find different activities
to take place in order to get income (data)’, Pasko indicates that the limited availability of jobs
needs to be considered in the context of a growing population. Hence, the decreasing number of
available jobs forces people to start a small business. Subsequently, when people actually start a
business, they face the institutional procedures, such as tax legislation. With regard to the
procedures, one of the experts from the focus group, Mashaga, elaborates on what it takes to just
obtain official tax registration:
‘They need to go through 138 pages – you know, procedures – just to get taxes entry. For
mama lishe, the things we’ve seen several times is that always ad hoc measures are made
against them – you know, the people struggling making a living. These procedures they have
to pay, the fees, are in most case self-destructive to say’. (Mashaga).

By saying with a sigh that: ‘they need to go through 138 pages – you know, procedures –
just to get taxes entry (data)’, Mashaga shows that for the incremental steps in the start-up phase
of a business, such as tax entry, the barrier of 138 pages of paperwork is, for most of the people,
very high. Furthermore, Amisa, one the interviewees in the focus group of small business
owners, says the following in relation to a personal experience of her family:

12

The TIN officially stands for ‘Taxpayer Identification Number’. Before starting a business, a TIN needs to be obtained at the
district or regional office of the Tanzania Revenue Authority (Tanzania Revenue Authority, 2015).
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‘The processes system for the formal business is too long. In fact that, my brother and my
sister, are saying that is the first reason. It’s too long. You have to pay tax and you don’t
know that your business is going to be good, or not’. (Amisa).

Most likely Amisa means by saying ‘the processes system’ the procedures to start a
formal business. From Amisa’s quote it can be concluded that also the uncertainty about the
future regarding whether the business is going to be good, or not, contributes to the decision to
start a business in the informal economy. However, apart from the forces that make people start
an informal business in order to make a living, Victoria tells how easy it is to start an informal
business. Victoria says:
‘The informal sector? Because in the informal sector, the ‘mama lishe’ for example, you
keep it very small. You don’t need equipment, you don’t need a premise. You need, is maybe
TSh 20,000 to buy two kilograms of rice, two kilograms of beans, one kilogram of meat, and
ingredients. That’s all. You can go and come from your suburb, you can enter anywhere,
station anywhere’. (Victoria).

While Mashaga’s story illustrates the difficulties of formalising a business, Victoria
gives examples of how convenient starting informal business can be by saying ‘You can go and
come from your suburb, you can enter anywhere, station anywhere (data)’. Hence, informal
business in the perception of certain small business owners, such as Victoria, also has its
advantages in comparison with formal business. One of the experts from the focus group,
Adelard, elaborates on this perception about how ‘easy’ it is to start an informal business:
‘I think the perception affects them even more, because they perceive that. Sometimes they
could comply with some things, some policies, but already they see that this is too difficult.
So they don’t even try, and they cannot even of course, occasionally they have to weigh out:
what do I want to achieve, what can I really make this compliance cause. There is also a
perceived behavior of business men and women. Once somebody is starting getting into a
formal channel, then the government is only left – and nobody likes that all the time. So it’s
always a preference to shy away from being in the formal channel’. (Adelard).

All that was said by Mashaga, Victoria and Adelard confirms that ‘entrepreneurs in
emerging economies purposefully navigate between the enabling and constraining rules of the
macro institutional environment and the norms of the meso institutional environment’ (De Castro
et al., 2014, p. 75): by uttering: ‘I think the perception affects them even more (claim)’, ‘but
already they see that this is too difficult’, and ‘occasionally they have to weigh out’, Adelard
demonstrates that formalising a small business is a trade-off in terms of what benefits it delivers
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and the effort which needs to be invested. Many people perceive the economic costs of
formalising a small business as too high, and therefore they shy away to the informal economy.
With regard to Victoria’s previous story, the convenience of conducting business in the informal
economy, in terms of the flexibility of relocation and quick short-term profits, is very attractive.

6.5.3 Gender disparities
The majority of the small business owners explained that, in the past, the male and female roles
were more traditional than they are today. Men were supposed to work, and therefore they had a
business while the women took care of the family. Nowadays, the society has changed and an
increasing number of women have become involved in business ownership. Pasko explains:
‘20 years ago… Only men were doing business 20 years ago’. (Pasko).

In addition, Sanjay says:
‘Women are equally… Equal to men. So, they have the rights to do anything, It was before,
that women use to sit at home and cook food and look after the kids. But times have changed
out’. (Sanjay).

Clearly, according to Pasko and Sanjay, gender relations have increasingly improved,
which increases to the women’s opportunity to start a business. Concerning the changing times,
Victoria adds:
‘They [the women] look for business. Now women become more, economically, powerful.
Even sometimes more than the men’. (Victoria).

According to Victoria, the gender disparities have become less marked as a result of the
stronger position of women nowadays in comparison with the past. The focus group of small
business owners confirmed what was said previously by Pasko and Victoria. One of the small
business owners in the focus group, Gilbert, says:
‘Nowadays women starting to have eyes. They started to compete with men. For the whole in
the past years, all in the petty business women are led more than by men’. (Gilbert).

In addition to Sanya and Victoria’s stories, Gilbert shows that women nowadays work on
an equal level to men, which means in the larger, more formal type of business. In contrast, in
the past ‘all in the petty business (data)’ – which means the small businesses in the informal
economy – were dominated by women. This event can be traced back to the international
economic activity at the beginning of Africa’s colonial time. Then, ‘the ‘formal sector’ emerged
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as a career avenue for men, whereas the ‘informal’ trade in food and imports became a female
arena’ (Overå, 2007, p. 545).
Furthermore, most of the female small business owners say that they feel ‘proud’ to
have their own business, that they are independent, and that they are able to generate their own
income. Feeling proud comes from one typical statement by the only woman, Amisa, in the focus
group of small business owners:
‘Yeah, I feel proud, somehow, that I become self-employed. I am taking care of the family’
(Amisa).

However, even though women may feel proud and independent nowadays, gender
disparities are still apparent when the women say that they financially ‘assist’ their husbands,
and that men have difficulties with women who make a significant contribution to the family’s
income. For example, Victoria says:
‘Now it’s the family because the women they go, even the mama lishe – even men are afraid
now that they can’t do mama lishe or such a business. But if women go there, they come back
with money. When they come back with money, the men – they feel bad. You can take off the
children, pay the school fee, pay this one… So the men, they feel bad, very bad’. (Victoria).

From Victoria’s story, it can be concluded that men nowadays still have difficulties with
‘engaging’ in work that is generally perceived as a female arena, such as the mama lishe, and
that women make a significant financial contribution to the family’s income. This is being
emphasized by claiming ‘so the men, they feel bad, very bad’. This is also confirmed by Gilbert,
one of the small business owners from the focus group:
‘Imagine: you’ve got four children, all in secondary school, or in primary. And you want
them to get education… I mean, the salary of the man alone, is not sufficient to go to school
and they want to eat every day. The father’s money can’t meet all those needs’. (Gilbert).

Filbert, who is one of the participants in the focus group of experts, extends
Gilbert’s story:
‘On the micro level, it’s true that you find many [women] are doing that and because they
are doing that is to support their families… That’s also maybe because you see the age is
already a bit late, maybe they already have kids, and they need other means to generate
more money. Therefore, they engage in business like the mama lishe’. (Filbert).

From Gilbert and Filbert’s stories it can be inferred that it is not only a woman’s choice
to start an informal business, but that it is also necessary in order to economically support their
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families (Gilbert: ‘I mean, the salary of the man alone, is not sufficient to go to school and they
want to eat every day [data]’), whether their husbands appreciate it or not, as uttered by Victoria
previously.
In sum, the Tanzanian society has moved from having a traditional role division
between men and women to having a slightly more equal role division in the workplace. In the
past, men needed to take care of the family finances, and women were concerned only with
doing the household tasks. Nowadays, an increasing number of women have started to work
outside home, for example, as a small business owner in addition to their husband. However,
while many women do feel proud that they are independent as a small business owner, there are
still gender disparities: for example, female-owned small businesses are often food-vending,
such as the mama lishe (see, for example, Clark, 1994; Horn, 1994; House-Midamba and Ekechi,
1995; Robertson, 1997; Aspaas, 1998; Snyder, 2000; Mandel, 2003), and therefore they are
mainly working in the informal economy. Finally, both men and women say that, despite the
increasing number of female small business owners, these female-owned small businesses are
still perceived as an additional, secondary source of income to that provided by the husband.

6.6 Concluding discussion
The aim of the current study was to answer the research question: ‘What are the most important
entrepreneurial motivations for people to start a small business in Tanzania?’. On the basis of
self-collected qualitative data from 24 small business owners and two focus groups, the answer
to the research question is enlarged by two other important topics besides entrepreneurial
motivations alone: gender disparities, and informal business.
Concerning the motivation at the start of a small business, most of the small business
owners start a business out of necessity. However, even in a necessity-context, opportunities may
emerge which small business owners can tap into. A typical example of this comes from Pasko,
one of the interviewees, who tells, on the one hand, how he needed to sustain his family and
therefore started a business, but, on the other hand, that the opening up of borders and a
supportive government gave him the opportunity to start a business. Consequently, such an
example can be the reason why small business owners still frequently report opportunity as an
important motivation next to necessity, or that both motivations occur at the same time. This
relates to the literature that questions how small business owners are driven by both push and
pull factors, and the assumption that push-motivated small business owners are not likely to have
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much growth potential, because of a lack of abilities (see, for example, Dawson and Henley,
2012; Eijdenberg and Masurel, 2013; Langevang et al., 2012).
Responding to emerging opportunities is an important reason that makes the small
business owners feel proud. This is particularly true for the women, such as Sophia, in our study,
who are overcoming gender disparities, and making themselves less dependent on their husband.
While small business owners, such as Pasko, say that time has rectified the gender disparities,
women, such as Victoria, still have the role of assisting their husband. This assisting role
emerges out of a necessity motivation: the income generated by the man is not sufficient to
sustain the whole family. Therefore, women are pushed to assist their husbands in order to obtain
a decent family income. An easy way of generating additional income by women is to start a
small business. As expected from the literature (for example, Aspaas, 1998; Mandel, 2003;
Snyder, 2000), the women-owned businesses are often small and in the informal economy,
primarily involved in making and selling food. Sophia and Victoria explained that the costs of
living are high, and the procedures for starting a formal business are complicated, while those for
starting an informal business are short and easy. Another important reason is the scarcity of
mtaji, or capital, in the LDC context: people are pushed to explore alternative ways to conduct
business that requires almost no capital. By doing so, we can assume that informal business
seems to be strongly related to necessity motivations. However, the interviewees from the focus
groups, such as Adelard, draw attention to the actual complexity compared with the perceived
complexity concerning entry to the formal economy as the reason for moving towards the
informal economy (Adelard emphasised: ‘so they don’t even try’). The amount of the economic
costs and the perceived efforts are considered, and then the decision is made to conduct business
in the informal economy. As a result, with regard to the flexibility to relocate and the quick
short-term profits that can be earned, conducting business in the informal economy is found to be
very convenient.
This study contributes to the literature in a number of ways. First, the current study
contributes to the literature of entrepreneurial motivation. While the literature has largely
focussed on the ‘voluntary nature’ of new venture creation (Dawson and Henley, 2012, p. 699),
this study shows that starting a small business in an LDC is not voluntary per se, but rather a
complex event where the owner has to deal not only with entrepreneurial motivation but also
with at least two others matters: the (in)formality of the small business, and gender disparities.
Concerning entrepreneurial motivation, while opportunity motivations (akin to pull factors)
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dominate for both men and women in many, often quantitative, studies (for example, Galid and
Levine, 1986; Dawson and Henley, 2012; Segal et al., 2005), this study finds that necessity
motivations (akin to push factors) in an LDC have the upper hand for both men and women.
Second, the current study taps into the call for providing more insights about the context
of the informal economy (Webb et al., 2013; Webb et al., 2014; Webb et al., 2009). While other
studies often used institutional theory as the theoretical lens through which to examine the
informal economy (see, for example, De Castro et al., 2014; Lee and Hung, 2014; London et al.,
2014; Uzo and Mair, 2014), this study zooms in on the personal experiences from experts in a
focus group, of small business owners in a focus group, and of 24 respondents in separate
interviews with small business owners in an LDC. From the institution-based viewpoint, ‘the
rules of the game’, which are set out in terms of laws, regulations and rules, are the subject of
research in order to, for example, compare one environment with another (Webb et al., 2014). In
the current study, ‘the rules of the game’ are discussed through the lens of personal experiences.
Through this lens, the informal economy is an important motivation to start a small business in
order to have an income.
Third, this study has added new insights regarding gender and entrepreneurship. Some
men in our study feel economically obliged to engage in the female business arena, such as the
mama lishe. Hence, they seem to feel demasculated while doing so. Furthermore, the experiences
of the female small business owners largely concur with the experiences of the female Muslim
migrant entrepreneurs in the studies by Essers and Benschop (2007, 2009). These women, living
in the Netherlands, but still in rather patriarchal migrant communities, on the one hand, feel
proud and honourable while being independent and able to combine their ethnic, gender, and
entrepreneurial identities simultaneously, while, on the other hand, they also have to involve
themselves in a great deal of negotiation and strategic ‘identity work’ (Essers et al., 2013) to
meet the ethnicised gender expectations of their families.
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Chapter 7
Conclusions
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7.1 Conclusion
This thesis started with the main research question: ‘To what extent do the owners determine the
growth of their small business in East African Least Developed Countries?’. To answer this
research question, data was collected in different formal and informal sectors in four East
African Least Developed Countries (LDCs). In total, 545 small business owners were surveyed;
92 experts were interviewed in the pre-studies; 24 small business owners were interviewed; and
two focus groups, each with six participants were conducted.
This concluding section provides the answers to the research questions from the five
empirical studies, and, ultimately, the answer to the main research question is given.
Subsequently, the discussion continues with a section on the contributions to the literature of the
thesis, the research limitations, and four recommendations for future research. Finally, this
section closes with the practical implications of the findings for policy makers.

7.1.1 The answer to the research questions from the five empirical studies
The study in Uganda started with the research question ‘Which entrepreneurial motivation is
more important for people in a Least Developed Country to start a business: Push factors or pull
factors?’. On the basis of 11 expert interviews and 106 questionnaires from small business
owners, the answer to the research question is that push factors and pull factors are not mutually
exclusive. Pull factors can even dominate the push factors as the small business owners’
entrepreneurial motivation.
Departing from what we learned in the study in Uganda (that entrepreneurial motivation
is a mix of push and pull factors), the study in Rwanda connected entrepreneurial motivation to
small business growth by answering the research question: ‘To what extent is small business
growth in a Least Developed Country determined by the small business owner’s entrepreneurial
motivation?’. On the basis of a pre-study with 25 experts and a main study of 133 small business
owners, the answer is that small business growth is primarily predicted by two groups of
entrepreneurial motivations: one group with a mix of motivations, and one group that
predominantly has opportunity motivation.
After the studies on entrepreneurial motivation and its association with small business
growth in Uganda and Rwanda, the study in Burundi further explored how small business
owners can determine the growth of their small business. In the study in Burundi, the research
question ‘To what extent is the growth of small businesses in an uncertain environment
148

determined by the owners’ effectuation and causation orientation?’ was answered on the basis of
29 expert interviews and 154 questionnaires from small business owners. The results show that,
while effectuation-oriented small business owners perceive more uncertainty, both effectuation
and causation orientations have more or less no effect on small business growth.
The first study in Tanzania answered the research question: ‘To what extent is the
development of the personal wealth of micro and small business owners in the informal economy
associated with entrepreneurial motivation and entrepreneurial orientation?’ by investigating
152 micro and small business owners in the informal economy in Tanzania after a pre-study with
27 experts. Entrepreneurial motivation and entrepreneurial orientation do not play an important
role as predictors for small business growth. The development of personal wealth is partly
determined by the micro and small business owner’s age.
In the last empirical study, entrepreneurial motivation is dealt with on a solely
qualitative basis, i.e. two focus groups and with 24 small business owners in interviews, as
opposed the predominant quantitative approach in the previous chapters. The research question
raised was: ‘What are the most important entrepreneurial motivations for people to start a
business in a Tanzania?’. On the basis of solely qualitative insights, the answer to this research
question is that in LDCs, necessity situations may generate opportunity motivations. Taking
advantage of the emerging opportunities makes the small business owners feel proud, and in
particular the women who deal with overcoming gender disparities and who represent a large
number of the small business owners in Tanzania’s informal economy.

7.1.2 The answer to the main research question of the thesis
On the basis of the findings from the five empirical studies, it was possible to answer the main
research question: ‘To what extent do the owners determine the growth of their small business in
East African Least Developed Countries?’. The findings in this thesis show that the growth of
small businesses in East African LDCs is partly determined by the owners. To a certain degree,
there are signals that the owners do determine the growth of their small business: while the
owner can have multiple entrepreneurial motivations at the same time (Chapter 2) and operating
in necessity situations may generate opportunity motivations (Chapter 6), small business growth
is determined by a mix of motivations (Chapter 3). However, entrepreneurial motivation does not
play an important role in the determination of the owner’s development of personal wealth in the
informal economy (Chapter 5). In addition to entrepreneurial motivation, the owner’s
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effectuation and causation orientations have more or less no effect on small business growth
(Chapter 4); entrepreneurial orientation does not play any role of importance in the determination
of the owner’s development of personal wealth in the informal economy (Chapter 5); and small
business growth is partly determined by the owner’s age (Chapter 3 and Chapter 5).

7.2 Contributions to the literature
This thesis has yielded two contributions to the literature. First, it has shown it has shown to
what extent various important Western entrepreneurship concepts are, and are not, applicable in
the non-Western context, such as East African LDCs. Second, there is the major contribution that
ties in with the debate in the literature about entrepreneurial motivations, and gives an
explanation for the finding of a mix of motivations.

7.2.1 Applicability of Western literature in non-Western contexts
Despite the efforts involved surveying 545 small business owners in four countries with
questionnaires that were designed on the basis of the suggestions from, and are confirmed by, the
experts in the pre-studies, controlled in pilot tests, and double-checked by language interpreters,
the major contribution to the literature of the findings of this thesis is that Western literature on
entrepreneurship motivations is not fully applicable in the context of East African LDCs.
On the one hand, this thesis reveals that the Western concepts of entrepreneurial
motivation, effectuation and causation orientations, and entrepreneurial orientation, can be valid
typologies in non-Western contexts (as can be seen in Table 2.3, Table 3.5, Table 4.4, Table 5.2,
and Table 5.3). This is confirmed by the experts in the pre-studies. In addition, the results from
Table 3.2, Table 4.2, and Table 5.4 show that small business growth and the development of
personal wealth can be valid measures. On the other hand, however, the causal relationship is, in
many cases, absent between these Western concepts and small business growth and the
development of personal wealth (as can be seen in Table 3.6, Table 4.7, and Table 5.7). Hence,
the explanation of small business growth was not found in the determinants that stem from the
individual, but they should be found rather elsewhere.
There are examples of studies in Africa that do manage to show a causal relationship
between Western concepts and small business growth. One of these examples is the study of how
process strategies, entrepreneurial orientation, and the perceived environment are related to
entrepreneurial success in Namibia (Frese et al., 2002). Another example is a study on the
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relationship between entrepreneurial orientation and business performance in Zimbabwe and
South Africa (Krauss et al., 2005). Possible reasons why these studies are applicable could be
that the use of different predictor variables in the studies, e.g. process strategies, or the different
settings of the studies, Namibia and South Africa, which do not meet the criteria for inclusion on
the list of LDCs (United Nations, 2015). Furthermore, it could also be possible that the root of
their applicability could be in the research methodologies: qualitative studies in East African
LDCs, in which partly (e.g. Khavul et al., 2009) or entirely (e.g. Langevang et al., 2012) one of
the determinants for small business growth from this thesis is discussed, i.e. entrepreneurial
motivation, can produce deeper insights about its role besides other important factors, such as
social ties next to its disadvantages.
There are a number of possible reasons why the reviewed literature on entrepreneurial
motivation, effectuation and causation orientations, and entrepreneurial orientation, from
Western studies lacks the relationship with small business growth and the development of
personal wealth in the context of East African LDCs. One possible reason relates to the cultural
aspects of the context as was outlined in Chapter 1, Section 1.2.2. Elements in sub-Saharan
Africa’s Ubuntu, such as sharing and collectivism (Saule, 1998) can, for example, explain why
certain effects on the growth of small business or on the development of the owner’s personal
wealth were not significant. The fruits of growth could first be shared among the relatives, e.g.
‘the extended family’ (Khavul et al., 2009) before they take shape in the growth of the small
business. By doing so, the owners do not feel the urge to grow their small business from the start.
Furthermore, an explanation can be found in a number of other typical African values and beliefs
(see Munene et al., 2000, p. 342), such as seeing advancement or success as being dependent on
the loyalty to powerful others. Concerning the dependence on the loyalty to powerful others, this
can explain why many small business owners are impervious to their entrepreneurial motivation,
effectuation and causation orientations, and entrepreneurial orientation: none of this matters
really as long as their success depends mainly on others in their network. These ‘others’ can be
people or organisations in the small business owner’s network (as illustrated by, for example,
Khavul et al., 2009; Khayesi et al., 2014; Kiggundu, 2002; Luke et al., 2004; McDade and
Spring, 2005; Ramachandran and Shah, 1999; Rutashobya and Jaensson, 2004). Finally, an
explanation can be found in the African cultural attitudes to ‘fully trust relatives but not
strangers’ (Munene et al., 2000, p. 342). During the different rounds of data collection in the East
African LDCs, the author of this thesis found that the respondents perceived him more as a
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journalist as opposed to a researcher. As a consequence of this perception, the answers might
have been biased by the tendency for the respondent to give socially acceptable answers. The
rounds of data collection often attracted much attention from others in the immediate
surroundings apart from the respondent, which may have caused social pressure on the
respondent while filling out the questionnaire. The respondents often perceived the data
collection on the spot either as a positive event, to which many people from the local community
is invited; or as a negative event, in which the respondents refuse to cooperate because of
suspicious thoughts about the researcher’s integrity even though he was accompanied by local
assistants.
The economic context of East African LDCs is another possible reason why the used
literature on entrepreneurial motivation, effectuation and causation orientations, and
entrepreneurial orientation, from Western studies lacks the relationship with small business
growth and the development of personal wealth. As first discussed in Chapter 1, Section 1.2.1,
the data collection took place in four of the world’s poorest countries. These countries have very
low scores of gross national income per capita; a very low score on the human asset index on the
basis of the percentage of the population malnourished, the mortality rate among children up to
five years, the secondary school enrolment ratio, and adult literacy; and a high economic
vulnerability which comprises the structural vulnerability to exogenous economic and
environmental shocks, such as the instability of the exports of goods and services and the risk of
becoming victims of national disasters (United Nations, 2015). These countries, as far back as
comparisons can be made with more advanced economies in Western society, have almost
always been economically underdeveloped and, while making progress, the prospects are not
very prosperous for the not too distant future. As opposed to Western society, people in the East
African LDCs are generally less educated, in terms of the degree which they have obtained or the
quality of their education, and have been exposed to less, or at least different, opportunities from
environmental change and technological innovations. As a consequence of these pressing
circumstances, people have little influence on the growth of their small businesses.

7.2.2 Mix of motivations
In the beginning of this thesis, the dualistic approach to entrepreneurial motivation by the Global
Entrepreneurship Monitor (GEM) was questioned. The GEM explores, amongst other subjects,
how entrepreneurship and economic development are related (Reynolds et al., 2001, 2002;
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Bosma and Harding, 2006; Bosma et al., 2008; Harding, 2006; Bosma and Levie, 2009). Until
recently, the GEM made a distinction between ‘necessity’ (engaging in entrepreneurship because
of the absence of better options) and ‘opportunity’ entrepreneurship (engaging in
entrepreneurship out of choice) (Acs, 2006; Bosma et al., 2008; Bridge et al., 2003; Hechavarria
and Reynolds, 2009; Williams, 2008b). The GEM measures opportunity entrepreneurship as the
‘percentage of those involved in TEA13 who (i) claim to be driven by opportunity as opposed to
finding no other option for work; and (ii) who indicate the main driver for being involved in this
opportunity is being independent or increasing their income, rather than just maintaining their
income’, and necessity entrepreneurship as the ‘percentage of those involved in TEA who are
involved in entrepreneurship because they had no other option for work’ (Global
Entrepreneurship Monitor, 2015). Hence, by choosing to be opportunity-driven, the small
business owner excludes to be necessity driven (‘as opposed to finding no other option for
work’), and vice versa. The GEM nuances their dichotomy between opportunity and necessity in
the GEM APS Questionnaires (2001 – 2011) with providing the option of a ‘combination of both
of the above’ after ‘take advantage of business opportunity’ and ‘no better choices for work’ on
the item ‘Are you involved in this start-up to take advantage of a business opportunity or because
you have no better choices for work?’. However, follow-up questions about what this
‘combination’ comprises, is lacking (Global Entrepreneurship Monitor, 2015).
Consistent with recent studies on the debate about entrepreneurial motivation (for
example, Langevang et al., 2012; Williams, 2008a, 2008b; Williams and Nadin, 2010; Williams
and Round, 2009; Williams et al., 2009), this thesis advocates that entrepreneurial motivation
comprises a mix of motivations as opposed to the two distinct types of necessity and opportunity
motivations. Table 3.5 in Chapter 3 shows what the mix of motivations can comprise, e.g. ‘I
started the current business because my family provided me financially with the start-up’. In
addition, the contribution to the literature of this thesis is to give a possible explanation for the
mix of motivations: it can be the owner’s perception. What is generally assumed as a necessitydominant context because of, for example poor economic circumstances, opportunities may
emerge which small business owners can tap into. This was illustrated with the excerpts in
Section 6.5.1, and in the concluding discussion section of Chapter 6: small business owners may

13

TEA stands for ‘Total early-stage Entrepreneurial Activity’. This is measured as the ‘percentage of 18-64 population who are

either a nascent entrepreneur or owner-manager of a new business’ (Global Entrepreneurship Monitor, 2015).
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indicate that they have started a business because they needed to sustain the family (necessity),
but they also indicate that a supportive government gave them the chance to do so (opportunity).
Hence, this thesis may give the term ‘temporally fluid motivations’ (Williams and Williams,
2014, p. 36) more understanding from the perspective of the East African LDC context of how
entrepreneurial motivations can shift over time from the one to the other.
Moreover, this thesis enriches what we know about entrepreneurial motivation from the
studies in Western countries and African countries. For example, Chapter 3 showed that a long
list of different types of motivations (Table 3.1) were related to three main factors (Table 3.5).
The experts in the pre-study had a leading role in composing the long list of different types of
motivations: certain motivations were added on the basis of the literature and with confirmation
by the experts (e.g. ‘I started the current business because I perceived favourable circumstances
with taxes at that time’), while others were added and developed solely on the basis of the
interviews with the experts (e.g. ‘I started the current business because I needed to contribute to
poverty reduction in my environment at that time’). In contrast, studies on entrepreneurial
motivation in Western countries (e.g. Williams, 2008a, 2008b; Williams and Williams, 2014)
and the few studies in African countries (e.g. Benzing and Chu, 2009; Bewayo, 2006; Rosa et al.,
2006) are often done solely on a quantitative basis and result in a limited list of mainly
motivations originating from the individual. Typical examples of such motivations are ‘to be my
own boss’, ‘freedom do adopt my own approach’, and ‘to turn my hobby into a business’
(Williams and Williams, 2014, Table 3, p. 31), ‘independence’, and ‘to make a living’ (Bewayo,
1995, Table 2, p. 70).
Finally, what the majority of the previously-mentioned examples in the literature has
studied is entrepreneurial motivation alone. By doing so, these studies have come to the
conclusion that the dualism of necessity and opportunity motivations, particularly in nonWestern contexts, is too simplistic. However, the alternative for this dualism has hardly been
studied as a determinant for small business growth in general, and in the context of non-Western
contexts in particular. This thesis has investigated the alternatives, i.e. amongst others, the mix of
motivations, as determinants for small business growth, because this is crucial in understanding
how entrepreneurship drives economic development and alleviates poverty in the world’s bottom
billion (Collier, 2007).
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7.3 Research limitations
There are a number of research limitations connected with this thesis, which means that the
reader should interpret the findings with some reservations. Research in East African LDCs can
be an opportunity because of the limited availability of studies in this context; at the same time
research in this context implies many challenges, for example with collecting the data
(Kriauciunas et al., 2011; Kolk and Van Tulder, 2010). This thesis has pioneered with the
application of concepts that have extensively been discussed in the Western literature in a unique
context with hardly any points of departure on which to elaborate.
Another research limitation is that the findings in this thesis are shaped by their
samples. Although the common denominator of the samples is that they always contained
‘typical’ African businesses as suggested by the experts in the pre-studies, such as the handicraft
shops and the mama lishe, these businesses differed in terms of the size, the degree of
formalisation, the characteristics of the sector they were in, and the location of the businesses.
Furthermore, there is a research limitation of the time frame of this thesis in a number of
ways. First, the data collection took place between 2010 and 2014, and, as previously mentioned
in Chapter 2, Section 2.3.1, the sample choice can be partly dependent on the time when it took
place. For example, in Uganda, the choice for the sector of kiosk-owners was partly because at
that time these businesses were present in high numbers. However, these numbers might change
over the years because of different social and economic developments. Second, the author of this
thesis was with every round of data collection limited to a certain availability of time, varying
from six to 11 weeks per sample. These two main reasons might constrain this thesis in its
sample sizes and the selection of the respondents.
Another possible research limitation concerns the research methodologies which were
applied: predominantly questionnaires (with small business owners), interviews (with experts
and small business owners), and only two focus groups. These research methodologies are
common in the literature: see, for example, the study by Williams and Williams (2014) on
entrepreneurial motivation, the study by Brettel et al (2012) on effectuation and causation, and
the study by Krauss et al (2005) on entrepreneurial orientation. Other research methodologies
beyond the three that were used, which are described in the next section, could have enriched the
findings.
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7.4 Recommendations for future research
With regard to the previous mentioned research limitations, on the basis of the findings, this
thesis can make a number of recommendations for future research. The first recommendation
concerns the context of this thesis. Scholars are encouraged to study the topics of this thesis
beyond the context of East African LDCs in order to enlarge generisability and make crosscountry comparisons, for example with non-African LDCs, such as Cambodia or the Lao
People’s Democratic Republic in South East Asia (United Nations, 2015).
Second, it is recommended that future research should go beyond the sample limitations
of thesis. During the rounds of data collection, certain pragmatic choices were made, because the
author needed to deal with many challenges: for example, concerns about the author’s personal
safety, the climate, cultural habits such as national holidays and working hours, the dispersion of
the respondents in a city, the availability of the respondents, the availability of transportation
modes, and the input from local support such as language interpreters and the assistance of local
authorities such as the municipality and the chamber of commerce. Research on more and
different samples, for example, the furniture sector in Tanzania (Isaga, 2012), would enrich the
findings in terms of variety and generisability.
Third, future researchers are encouraged to study beyond the time constraints of this
data collection. The collection of data at a different time might produce different findings, for
example because another type of business, which is dependent on social and economic
developments, is present at that time. Furthermore, the availability of more time would give the
researcher the opportunity to study the phenomena of interest at a different pace, or, for example,
on a longitudinal basis. Data sets from longitudinal studies might be richer in content than the
data sets from the cross-sectional studies in this thesis.
Finally, while common research methodologies are applied in this thesis and the use of
a certain methodology is largely dependent on the status of the literature that is being reviewed
(Edmonson and McManus, 2007), future researchers are encouraged to make use of different
methodologies. Examples of different methodologies are experimental designs and observations.
These methodologies could complement the use of questionnaires, interviews, and focus groups.
As mentioned in Section 7.2.1, there are examples of qualitative studies (e.g. Khavul et al., 2009;
Langevang et al., 2012) which show certain rich insights about one of the determinants for small
business growth that was identified in this thesis. That is, the setting of the data collection should
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be a key element in the choice for a research methodology, despite solely what the status of prior
theory and research prescribes researchers to use (Edmonson and McManus, 2007).

7.5 Implications for policy makers
Small business ownership, as a form of entrepreneurship, is one of the important drivers of
economic development (Audretsch et al., 2006; Baumol et al., 2007, Powell, 2008). Thus, the
results of this thesis may be a basis for policy development.
Concerning the determination of small business growth, it is important for policy
making to focus on different items, such as the favourable circumstances provided by the
government (incentives); the availability of loans; the support by the family in terms of
customers and finance. Policy-makers should promote the financial institutions to liberalise the
access to loans, for example, by giving micro-credits with pledge on a leasing-basis with low
collateral. By doing so, the likelihood increases that small business owners will make the step
from the informal to the formal economy, which will enable the small business to grow.
A number of other important effects were revealed in this thesis. Although
entrepreneurial motivation is often outplayed as an important determinant for small business
growth by decision-making orientations under uncertainty and entrepreneurial orientation,
nevertheless policy makers should bear in mind two issues: 1) people can have a mix of
motivations at the same time, i.e. necessity and opportunity motivations; and 2) opportunity
motivations can emerge from a necessity situation at the beginning of a small business. For
example, managers from foreign non-governmental organisations that stimulate small business
ownership in East African LDCs should educate people not to let the necessity motivations
prevail – in a widely known environment of poor economic circumstances – but should rather
develop people’s opportunity motivations, because: 1) there is higher likelihood that opportunity
motivations will lead to higher growth of the small business; and 2) even in necessity situations,
such as poor family circumstances, opportunities can emerge, such as a growing tourism industry
based on the cultural heritage of a particular local area.
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Pictures of the data collection in East African LDCs

The author conducting questionnaires with a group of small business owners at a handicrafts fair in Kigali, Rwanda. June,
2012.

A handicraft shop in Gisenyi, Rwanda. The owners of the handicraft shops were subject of the data collection in Chapter 3.
June, 2012.
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The author conducting an interview with the Minister of Trade and Industry, Postal Services and Tourism of Burundi, in
Bujumbura, Burundi. July, 2013.

The author with an assistant from the University of Iringa (left) and the respondent’s husband/co-owner (right) at a ‘mama
lishe’ business in Iringa, Tanzania. February, 2014.
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The author with the focus group of experts in Dar Es Salaam, Tanzania. August, 2014.

The author with the focus group of small business owners in Dar Es Salaam, Tanzania. August 2014.
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English summary
Planet Earth has more than one billion people who live in absolute poverty. Many within the
group of the world’s poorest people make a living every day as entrepreneurs, referred to
hereafter as ‘small business owners’. A large number of these small business owners live in one
of the 34 Least Developed Countries (LDCs) on the African continent. Four of the five countries
within the East African Community (EAC) are LDCs: Burundi, Rwanda, Tanzania and Uganda.
While entrepreneurship is a widely accepted means to drive economic growth and
alleviate poverty, research in the context of LDCs to foster economic development has largely
been underappreciated. Departing from the aim to enhance economic growth and fight poverty,
this thesis explores the determinants that underlie small business growth in Burundi, Rwanda,
Tanzania, and Uganda. To do this, the dissertation’s main research question is: ‘To what extent
do the owners determine the growth of their small business in East African Least Developed
Countries?’. On the basis of five empirical studies, i.e. the thesis chapters, the main research
question is answered.
The study in Uganda investigates entrepreneurial motivation by answering to the
research question: ‘Which entrepreneurial motivation is more important for people in a Least
Developed Country to start a business: Push factors or pull factors?’. On the basis of 11 expert
interviews and 106 questionnaires from kiosk-owners in Kampala, the answer to the research
question is that push factors and pull factors are not mutually exclusive. Here, pull factors
dominate the push factors as the small business owners’ entrepreneurial motivation.
The study in Rwanda investigates entrepreneurial motivation as a determinant for small
business growth by answering the research question: ‘To what extent is small business growth in
a Least Developed Country determined by the small business owner’s entrepreneurial
motivation?’. On the basis of a pre-study with 25 experts and a main study of 133 owners of
handicraft shops in Kigali and Gisenyi, the answer is that small business growth is primarily
predicted by two groups of entrepreneurial motivations: one group with a mix of motivations,
and one group with predominantly opportunity motivation.
The study in Burundi investigates how small business owners’ decision-making, in
terms of effectuation and causation orientations, can determine the growth of their small
business. The following research question is answered: ‘To what extent is the growth of small
businesses in an uncertain environment determined by the owners’ effectuation and causation
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orientation?’, on the basis of 29 expert interviews and 154 questionnaires from owners from
mini-markets. The results show that, while effectuation-oriented small business owners perceive
more uncertainty, both effectuation and causation orientations have more or less no effect on the
growth of the small businesses.
The study in Tanzania investigates how entrepreneurial motivation and entrepreneurial
orientation determine the development of personal wealth of the micro and small business
owners in the informal economy. On the basis of a pre-study with 27 experts and a main study of
152 questionnaires from informal food vendors in Iringa, the answer to the research question:
‘To what extent is the development of the personal wealth of micro and small business owners in
the informal economy associated with entrepreneurial motivation and entrepreneurial
orientation?’, is that entrepreneurial motivation and entrepreneurial orientation do not play an
important role as predictors for small business growth. The development of personal wealth is
partly determined by the age of the micro and small business owner.
The last study in Tanzania is based solely on qualitative data from two focus groups and
24 small business owners in Dar Es Salaam. On the basis of the qualitative insights, the answer
to this research question: ‘What are the most important entrepreneurial motivations for people to
start a business in a Tanzania?’, is that, in LDCs, necessity situations may generate opportunity
motivations. Taking advantage of the emerging opportunities makes the small business owners
feel proud, and in particular the women who have to deal with overcoming gender disparities and
who represent a large number of the small business owners in Tanzania’s informal economy.
On the basis of the findings from the five empirical studies, the answer to the main
research question: ‘To what extent do the owners determine the growth of their small business in
East African Least Developed Countries?’, is that the growth of small businesses in East African
LDCs is only partially determined by the owners. To a certain extent, while the owner can have
multiple entrepreneurial motivations at the same time, and acting in necessity situations may
generate opportunity motivations, small business growth is determined by a mix of motivations.
However, entrepreneurial motivation does not play an important role for the determination of the
development of the owner’s personal wealth in the informal economy. Furthermore, the owner’s
effectuation and causation orientations have more or less no effect on small business growth;
entrepreneurial orientation does not play any role of importance in the determination of the
owner’s development of personal wealth in the informal economy; and small business growth is
partly determined by the owner’s age.
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Nederlandse samenvatting
De aarde telt meer dan één miljard mensen die leven in extreme armoede. Velen in deze groep
van ’s werelds armste mensen overleven elke dag als kleinschalige ondernemers. Een groot deel
van deze kleinschalige ondernemers leeft in één van de 34 laagst ontwikkelde landen op het
Afrikaanse continent. Vier van de vijf landen binnen de Oost-Afrikaanse Gemeenschap behoren
tot deze groep van laagst ontwikkelde landen: Burundi, Rwanda, Tanzania, en Uganda.
Ondernemerschap is een breed geaccepteerd middel voor economische groei en
armoedebestrijding. Echter, onderzoek, met als doel economische ontwikkeling te stimuleren in
de context van ontwikkelingslanden, blijft ondergewaardeerd. Deze thesis heeft als uitgangspunt
de economische ontwikkeling en armoedebestrijding te stimuleren. Op basis van dit
uitgangspunt, onderzoekt deze thesis de determinanten voor de groei van kleine ondernemingen
in Burundi, Rwanda, Tanzania, en Uganda. Hiervoor heeft deze thesis de volgende
hoofdonderzoeksvraag aangenomen: ‘In welke mate bepalen kleinschalige ondernemers hun
bedrijfsgroei in de Oost-Afrikaanse ontwikkelingslanden?’. Op basis van vijf empirische studies,
die de hoofdstukken van deze thesis zijn, wordt de hoofdonderzoeksvraag beantwoord.
De studie in Uganda onderzoekt ondernemerschapsmotivatie door antwoord te geven op
de onderzoeksvraag: ‘Welke ondernemerschapsmotivatie is meer belangrijk voor mensen in een
ontwikkelingsland om een onderneming te starten: Push factoren of pull factoren?’. Op basis van
11 interviews met experts en 106 geënquêteerde kioskeigenaren in Kampala, is het antwoord op
de onderzoeksvraag dat push factoren en pull factoren elkaar niet uitsluiten. In deze studie
worden de push factoren gedomineerd door de pull factoren.
De studie in Rwanda onderzoekt ondernemerschapsmotivatie als determinant voor de
groei van kleine ondernemingen door antwoord te geven op de onderzoeksvraag: ‘In welke mate
wordt de groei van kleine ondernemingen in een ontwikkelingsland bepaald door de
ondernemerschapsmotivatie van de bedrijfseigenaar?’. Op basis van een prestudie van 25
interviews met experts en een hoofdstudie van 133 geënquêteerde winkeleigenaren van
zelfgemaakte, toeristische- en gebruiksartikelen in Kigali en Gisenyi, is het antwoord op de
onderzoeksvraag dat de groei van kleine ondernemingen voornamelijk wordt bepaald door twee
groepen van ondernemerschapsmotivaties: één groep die bestaat uit een mix van motivaties, en
één groep die voornamelijk bestaat uit kans gedreven motivaties.
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De studie in Burundi onderzoekt hoe de beslissingen, in termen van ‘effectuation’ en
‘causation’ oriëntaties, van ondernemers de groei van hun kleine onderneming bepalen. De
volgende onderzoeksvraag wordt beantwoord op basis van 29 interviews met experts en 154
geënquêteerde eigenaren van minisupermarkten: ‘In welke mate is de groei van kleine
ondernemingen in een onzekere omgeving bepaald door “effectuation” en “causation”
oriëntaties van de ondernemer?’. De resultaten laten zien dat, terwijl ‘effectuation’georiënteerde ondernemers meer onzekerheid waarnemen, zowel ‘effectuation’ als ‘causation’
oriëntaties vrijwel geen effect hebben op de groei van de kleine ondernemingen.
De studie in Tanzania onderzoekt hoe ondernemerschapsmotivatie en –oriëntatie
bepalend is voor de groei van de persoonlijke welvaart van micro-ondernemers in de informele
economie. Op basis van een prestudie met 27 experts en een hoofdstudie van 152 geënquêteerde
informele voedselverkopers in Iringa, is het antwoord op de onderzoeksvraag: ‘In welke mate is
de ontwikkeling van de persoonlijke welvaart van micro-ondernemers in de informele economie
geassocieerd met ondernemerschapsmotivatie en –oriëntatie?’ dat ondernemerschapsmotivatie
en –oriëntatie geen belangrijke rol spelen als voorspellers van de groei van de onderneming. De
ontwikkeling van de persoonlijke welvaart is gedeeltelijk bepaald door de leeftijd van de microondernemer.
De laatste studie in Tanzania is gebaseerd op geheel kwalitatieve data van twee focus
groepen en 24 ondernemers in Dar Es Salaam. Op basis van de kwalitatieve inzichten is het
antwoord op de onderzoeksvraag: ‘Wat zijn de meest belangrijke ondernemerschapsmotivaties
om een onderneming te starten voor mensen in Tanzania?’, dat in ontwikkelingslanden kans
gedreven motivaties worden gegenereerd door noodzaak gedomineerde situaties. Verder laat
deze studie zien dat ondernemers zich trots voelen door het voordeel dat zij trekken uit de kansen
die zich voordoen. Dit geldt in het bijzonder voor de vrouwen: zij moeten omgaan met
ongelijkheid tussen mannen en vrouwen terwijl zij wel een groot deel uitmaken van het aantal
ondernemers in Tanzania’s informele economie.
Op basis van de bevindingen in de vijf empirische studies is het antwoord op de
hoofdonderzoeksvraag: ‘In welke mate bepalen kleinschalige ondernemers hun bedrijfsgroei in
de Oost-Afrikaanse ontwikkelingslanden?’, dat de groei van kleine ondernemingen in de OostAfrikaanse ontwikkelingslanden gedeeltelijk wordt bepaald door de ondernemers. Tot op zekere
hoogte wordt de groei van kleine ondernemingen bepaald door een mix van motivaties.
Ondernemers kunnen meerdere typen ondernemerschapsmotivaties op hetzelfde moment hebben
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en kans gedreven motivaties worden gegenereerd door noodzaak gedomineerde situaties.
Ondernemerschapsmotivatie speelt echter geen belangrijke rol voor de ontwikkeling van de
persoonlijke welvaart van de micro-ondernemers in de informele economie. De ‘effectuation’ en
‘causation’ oriëntaties van de ondernemers hebben vrijwel geen effect op de groei van hun kleine
bedrijven; ondernemerschapsoriëntaties spelen geen belangrijke rol voor de ontwikkeling van de
persoonlijke welvaart van micro-ondernemers in de informele economie; en de groei van kleine
ondernemingen wordt voor een gedeelte bepaald door de leeftijd van de ondernemer.
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