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Abstract: Entrepreneurship is lauded as an engine of economic development and
job creation, with SMEs often creating most of the new jobs in many countries.
This paper identifies some important factors that contribute to the start-up and
success of new business ventures in Africa, emphasizing that while personality
factors such individual drive and competency and availability of resources are im-
portant for the successful launch of a new business venture, effective government
policy is also critical in promoting successful entrepreneurial initiatives. 
Survey data collected showed that most African entrepreneurs believe that they
have the requisite passion, energy, and determination needed to start and manage
new businesses. However, they are constrained by scarcity of adequate start-up cap-
ital, stiff competition, lack of employees with the right skills, and difficulty in
finding adequate facilities to start their business. Building on this research and
earlier work, the paper discusses the crucial role that African governments can play
to stimulate and nurture entrepreneurial endeavours. While the findings and rec-
ommendations in this paper are based on the study of Ethiopian and Ghanaian en-
trepreneurs, they have applicability in several African countries. The actual
implementation of the proposed recommendations will of course need to be
adapted to suit the special circumstances prevailing in each country.
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IntroductIon

In response to the economic malaise many
African countries faced in the 1980s, exter-
nally imposed structural adjustment pro-
grams were devised which were intended to
bring the private sector back into playing a
key role in the national economy. This in-
volved several initiatives such as supporting

the private sector, creating business-friendly
environments and promoting economic in-
tegration (Nwankwo, 2011). These actions
were clear signals that many African coun-
tries which had adopted a state dominated,
centrally-planned economic structure post-
independence could no longer sustain that
model and looked to involve the private
sector in job creation, poverty alleviation
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and other critical tasks necessary to grow
their economies.

Recent research from Africa provides sup-
port for the increasing importance of the
private sector in the continent (Lyakurwa,
2009). While this sector clearly includes
companies of varying sizes from large multi-
nationals to the small and medium sized
enterprises (SME), the SME sector in par-
ticular is an important player. In Africa,
SMEs accounted for 3.2 million jobs and
18% of Kenya’s GDP in 2003 and were re-
sponsible for 95% of Nigeria’s manufactur-
ing in 2005. Further, 70% of Ghanaian
firms employed fewer than five people and
70% of Ghanaians are employed in mi-
croenterprises (Benzing and Chu, 2009). In
South Africa, over 90% of formally regis-
tered businesses in the country are small,
medium and micro enterprises and they ac-
count for almost half the country’s GDP
and nearly a fifth of employment (Robinson,
2004). An earlier study reported that only
2% of African businesses had more than 10
employees (Spring and McDade, 1998).

For many African countries to escape
from poverty and raise living standards,
structural transformation of their economies
is necessary in order for productive entre-
preneurship to emerge and help create jobs
(Brixiova, 2010). If productive entrepre-
neurship is to emerge, governments need to
play an important enabling role by provid-
ing worker training and education so that
new start-ups have a good chance of surviv-
ing and growing (Brixiova, 2010).

A review of entrepreneurship literature
reveals that, perhaps with the exception of
South Africa, entrepreneurship research in
sub-Saharan Africa (SSA) is clearly inade-
quate. It is also clear that findings from
other parts of the world may not necessarily

be applicable in SSA due to cultural and
socio-economic differences. In fact, such
differences are prevalent among African
countries, and indeed there are significant
religious, linguistic, tribal, ethnic and racial
differences even within the same country
suggesting that lessons learned in one coun-
try or region of the continent may not be
transferable to other countries or regions.

This paper begins with a review of the
current state of entrepreneurship in Africa
by identifying some important factors that
contribute to the start-up and success of
these new ventures. Given the crucial role
of the government, as discussed earlier, in
creating the right business climate, enacting
appropriate legislation to facilitate entrepre-
neurial initiative, identifying and nurturing
start-ups with potential, and providing the
necessary training and education for entre-
preneurs, we lay out some specific policy
recommendations for governments, based
on a review of the literature and a survey of
entrepreneurs conducted in Ethiopia and
Ghana. These recommendations are based
on the literature drawn from a wide review
of several African countries, work by inter-
national organizations such as the World
Bank and the UN Economic Commission
for Africa, as well as some primary research
from two African countries. This paper up-
dates and adds to policy recommendations
made earlier (Sriram and Mersha, 2006)
but we are cognizant of the dangers of con-
sidering “Africa as a whole, a single entity”
(Nwankwo, 2011) and offering prescrip-
tions for an entire continent based on the
evidence from a few countries. Therefore,
we recognize that the proposals made in
this paper may need to be adapted to the
special circumstances prevailing in each
country on the continent.
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naturE of afrIcan

EntrEprEnEurShIp

types of african Entrepreneurs

There is compelling evidence that many
African entrepreneurs are frequently run-
ning small, medium and micro enterprises,
such as the data presented earlier from
Ghana, Nigeria and South Africa. Kiggundu
(2002) classifies African entrepreneurs into
two broad categories: (a) micro enterprises
or solo entrepreneurs, and (b) small and
medium size enterprises. 

Based on a comprehensive study of en-
trepreneurship in several countries, the
Global Entrepreneurship Monitor (GEM)
classified entrepreneurs into the following
two categories: opportunity entrepreneurs
and necessity entrepreneurs (Reynolds et al.,
2001). Such differences between the two
types of entrepreneurs are reported for im-
migrant entrepreneurs in economically de-
veloped countries (Basu and Altinay, 2002;
Chrysostome, 2010) as well as in emerging
nations (Mersha, Sriram and Hailu, 2010).
Summarizing this research, the key charac-
teristics are: opportunity entrepreneurs tend
to be “pulled” into starting their businesses,
are better educated and skilled, have better
access to financial resources and start-up
capital and often start businesses that have
growth potential, when compared to op-
portunity entrepreneurs. 

Of the two types of entrepreneurial firms,
there is evidence that medium-sized enter-
prises established by opportunity entrepre-
neurs are the greatest catalyst for innovation
and job creation. In Africa, however, most
firms are micro enterprises started by neces-
sity entrepreneurs, and growing these enter-
prises to medium-size firms poses a great
challenge mainly due to the lack of effective

strategies that foster the growth of these
small start-ups (http://www.cefe.net/scripts/
user1.asp?Sprache=1&DokID=2864). 

EntrEprEnEurShIp drIvErS

It has been shown above that entrepreneurs
choose to start their own business ventures
either due to push or pull factors. Individuals
may be attracted to entrepreneurship due to
pull factors such as the desire to have greater
personal freedom, the opportunity to inno-
vate and create new products, anticipated
potential growth of income and expected
higher social status. The distinction has also
been made between extrinsic pulls which
are largely economic and intrinsic ones
which relate to self-fulfillment. On the other
hand, push factors may include dissatisfac-
tion with current job or unemployment,
and the continuation of existing family busi-
ness (Hayton et al., 2002; Masurel et al.,
2002). Low paying jobs and the desire to
escape supervision have also been cited as
pushes (Curran and Blackburn, 2001).
Some push factors may drive individuals to
take up entrepreneurial activity as a last
ditch effort to make a living. 

While different reasons may drive entre-
preneurs to engage in their own business,
their ultimate goal is the same — they want
to succeed in attaining their desired goals
and objectives although they have different
measures of success. Some may aspire to
boost their family income; others may be
lured by the freedom to do the job that they
are truly passionate about; yet others may
want to do well financially so that they
could channel the proceeds to support the
causes that they believe in. Wang, Walker
and Redmond (2006) concluded, based on
evidence from Australian small business
owners, that pull factors were more impor-
tant than push factors.
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Mitchell (2004), based on a sample of
South African entrepreneurs, identified the
following motivation factors as most im-
portant: security for self and family, to keep
learning, contribution to success of com-
pany, the need for more money to survive,
and freedom to adapt own approach to
work. Kiggundu (2002) provided a thor-
ough review of the literature on African en-
trepreneurship and reports on studies that
have been conducted in Ghana, Nigeria,
and Seychelles. 

Benzing and Chu (2009) argue that,
based on the evidence from several econom-
ically-developed countries, motivations dif-
fer across countries. They also report
important differences among African entre-
preneurs, with the desire to increase income
being the big motivators for Kenyan and
Ghanaian entrepreneurs while in Uganda,
they were driven both by the need to make
money and the need for freedom and au-
tonomy. In their study of Ghanaian, Kenyan
and Nigerian entrepreneurs (Benzing and
Chu, 2009) found that the desire to increase
income was the biggest motivator, particu-
larly so for Kenyans and Ghanaians. Given
the weak economies in many African coun-
tries, and the limited job prospects, perhaps
it is not entirely surprising that entrepre-
neurs in this sample were pushed into start-
ing a business rather than being pulled,
somewhat in contrast to the findings from
Australia reported earlier.

Personality-related traits such as the need
for achievement, generalized self-efficacy,
innovativeness, stress tolerance, need for au-
tonomy and proactive personality are im-
portant determinants of entrepreneurial
success (Rauch and Frese, 2007). Kropp,
Lindsay and Shoham (2008) also found that
entrepreneurs that started businesses in
South Africa that those that started business

had higher levels of traits such as proactive-
ness and risk taking. Given that most
African businesses are small, the impact of
the owner’s personality may be felt even
more strongly (Caliendo and Kritikos,
2008). Certain personality characteristics
may be more important drivers particularly
in the early stages of the venture and in un-
certain economic and political environments
as is the case in many African countries.

In additional to personality and motiva-
tional factors, skills (such as technical com-
petence, marketing, operations, workforce
management, financial management) as well
as financial and other resources are also crit-
ical. It has also been reported that non-fi-
nancial resources such as social capital and
social networks are also important in sus-
taining and promoting the business (Manev
et al., 2005). Benzing and Chu’s (2009)
found that African entrepreneurs were
pushed into starting businesses for economic
and employment reasons. Given that they
were probably necessity entrepreneurs, it is
likely that they may not have had the neces-
sary skills to be successful in their ventures.
Therefore African governments need to pro-
vide the necessary entrepreneurial education
and training (e.g., Mersha, Sriram, Hailu,
2010, Brixiova, 2010) although the impact
of such training is not evident, at least in
South Africa (Hirschsohn, 2008).

Several factors that constitute the business
climate such as the global and domestic
macro environment, the physical and social
infrastructure, the rule of law may actively
encourage business start-ups or act as a hur-
dle. In Africa, initiatives such as the New
Economic Partnership for Africa’s Develop-
ment (NEPAD) have been announced that
intend to address many of these issues. The
availability of a physical infrastructure –
transport, power, water, communications –
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as well as a social one that provides adequate
levels of health and education is another
part of the necessary foundation. Finally,
while the rule of law is essential to providing
a fair and level playing field, burdensome
legislation and a bureaucracy that is onerous
and adds hugely to the cost of compliance
and reporting, can kill business initiative. It
creates an environment that allows corrup-
tion to breed, another problematic aspect of
the business climate in many parts of the
developing world – sadly, poorer countries
are often the most corrupt. 

thE challEngE for afrIca

There seems to be increasing recognition
that the business climate in Africa must im-
prove to enable faster economic growth and
development. For example, African coun-
tries launched NEPAD to promote initia-
tives by individual countries to create
political and economic stability, ease regula-
tory burdens, improve infrastructure and
streamline the bureaucracy. Where govern-
ments intervened actively to facilitate entre-
preneurial initiatives, the results have been
markedly positive. For example, in the flori-
culture industry in Ethiopia, (Belwal and
Chala, 2008) found that government sup-
port and the formation of the Horticulture
Producers and Exporters Association were
among the major catalysts for its relative
success. Even here, however, it was found
that the horticulture industry in Ethiopia
was adversely impacted by infrastructural
bottlenecks and shortage of agricultural in-
puts. 

Despite some successes in specific sectors,
the prevailing business climate in most
African countries is anything but conducive
to entrepreneurial pursuits. Some of the more
significant problems faced by entrepreneurs
in Africa include government policies that

are hostile to business and bureaucracies that
are inefficient, intrusive and corrupt (Coyne
and Leeson, 2004). World Bank data shows
that while the bureaucratic hurdles in sub-
Saharan Africa have eased somewhat, it still
takes 8.9 different procedures and 45.2 days
on average to start a new business with only
Latin America/Caribbean being worse
(http://www.doingbusiness.org/data/explore-
topics/starting-a-business). In economic terms,
it costs SSA entrepreneurs 95.4% of the av-
erage per capita income to incorporate and
register and 145.7% of per capita income as
paid-in capital in order to start a new busi-
ness. Perhaps unsurprisingly, while as a group
SSA countries fare poorly, there are huge
variations among these countries. For exam-
ple, incorporating and registering a new busi-
ness in Guinea Bissau takes 216 days and
183% of income per capita; in Chad 75 days
and 227% of income per capita; and in the
Democratic Republic of Congo it takes 84
days and 735% of income per capita. On the
other hand, there are some nations in SSA
that are relatively more efficient. The best
performers in this regard appear to be Mau-
ritius, Rwanda and Ethiopia where the num-
ber of days and cost (measured in terms of
income per capita) required to incorporate
and register a new business are as follows: 6
days and 3.8% for Mauritius, 3 days and
8.8% for Rwanda, and 9 days and 14% for
Ethiopia. For Ghana, the equivalent numbers
are 12 days and 20.3% of per capita income3.
Clearly, as the continent transitions away
from state-dominated economy, complex and
costly procedures can slow entrepreneurial
initiative and stunt the potential of the private
sector. 

As discussed earlier, the importance of
SMEs for economic growth and job creation
is well recognised. Of the three types of en-
trepreneurial firms, there is evidence that
medium-sized enterprises are the greatest
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catalyst for innovation and job creation. In
Africa, however, most firms are micro en-
terprises started by necessity entrepreneurs,
and growing these enterprises to medium-
sized firms poses a great challenge mainly
due to the lack of effective strategies that
foster the growth of these small start-ups.
Therefore, African governments have a crit-
ical role to play not only in facilitating the
creation of new enterprises but also in help-
ing small and micro enterprises transition
to medium-sized firms so they may have a
greater economic impact. 

We stress that the role of the government
in new enterprise creation and growth is
particularly crucial in Africa. There are sev-
eral reasons for this. Firstly, it is quite clear
that in order for the proper foundations to
be in place for the private sector to appro-
priately contribute to economic growth and
for entrepreneurial initiative to thrive in de-
veloping countries, the governments have
to play an active and important role. Sec-
ondly, many of the necessary changes in the

business climate can only occur as a result
of specific actions by the state, such as easing
the lengthy and costly procedures to start a
business, minimizing corrupt practices, etc.

SomE EmpIrIcal EvIdEncE

In order to better understand the African en-
trepreneurial environment, particularly in
terms of skill sets of entrepreneurs, the chal-
lenges they faced the success factors and the
mistakes they made, survey data was collected
from two African countries: Ethiopia and
Ghana. In Ethiopia, the survey was com-
pleted by entrepreneurs who participated in
a conference at Addis Ababa Chamber of
Commerce, and in Ghana the questionnaire
was administered in person to entrepreneurs.
Of the surveys distributed, 101 usable surveys
were completed in Ethiopia and 177 in
Ghana. Table 1 provides a profile of the re-
spondents. This data, along with what has
been reported by other researchers and inter-
national agencies, forms the basis of the rec-
ommendations that follow later.
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Table1: Respondent Profile Ethiopia Ghana

Ethiopia Ghana

Gender Male: 77% Male: 82%

Female: 23 % Female: 18%

Number of years of formal education Mean: 14.4 years Mean: 16.1 years

Number of years of work experience Mean: 11.9 years Mean: 8.6 years

Average number of full-time employees Mean: 20 Mean: 8.5



In order to formulate meaningful recom-
mendations, respondents were asked about
the top four challenges they faced in starting
their businesses. As can be seen from Table
2, the most frequently mentioned chal-
lenges/problems encountered by Ethiopian
and Ghanaian entrepreneurs include lack of
adequate capital, difficulty to identify af-
fordable facility for starting the new busi-
ness, market conditions and competition,
and difficulty in finding workers with the
right skills.

The Ghanaian and Ethiopian entrepre-
neurs who participated in the study were
asked to identify factors that they believe
contributed most to their success. Table 3
lists the most frequently cited factors that
the respondents believed contributed to
their success. Personality factors including
passion, energy, persistence and determina-
tion were at the top of the list. Other fre-
quently mentioned success factors include
having a business plan, focusing on cus-
tomer service, experience and knowledge
about the business, and networking.
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Table 2: Challenges/Problems Encountered while starting the business

Note:  Respondents have listed multiple factors

Challenge/Problem # of times
mentioned by
Ethiopian 

entrepreneurs

# of times
mentioned by
Ghanaian 

entrepreneurs

Lack of adequate capital to start business 225 148

Difficulty to find affordable facility in preferred location/ 92 67

Competition/market conditions 78 73

Finding workers suitable for the job 58 44

Government regulations 38 30

Lack of required raw materials 21 17

Self-doubt 19 9

Inexperience/Inadequate knowledge about the business 23 4

Marketing problems 16 14
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Table 3: Important Factors Contributing to Success

Table 4: Important mistakes made

Note:  Respondents have listed multiple factors

Factor that contributed to success

# of times men-
tioned by
Ethiopian 

entrepreneurs

# of times men-
tioned by
Ghanaian 

entrepreneurs

Personality factors (Passion/energy, Persistence, de-
termination, other personality factors)

Total  # of times personality factors mentioned 229 146

Having a business plan 78 61

Focusing on customer service/customer relations 76 42

Knowledge about the business & experience 35 19

Networking 34 17

Finance 19 10

Family support 11 6

Good location for the business 11 4

Important mistakes Ethiopia Ghana

Not hiring the right people, 85 34

Poor financing decisions 73 23

Poor organization 62 20

Trusting others too much 39 22

Not investing in market promotions 29 27

Poor location choice 22 20

Setting unrealistic goals 19 12

Note:  Respondents have listed multiple factors



Recognizing that most start-ups make
mistakes from which valuable lessons are
learnt, the Ethiopian and Ghanaian entre-
preneurs in the sample were asked to list
important mistakes that they made when
they started their businesses. Table 4 shows
that not hiring the right people, poor fi-
nancing decisions and poor organization
were identified as the most important mis-
takes made. 

thE govErnmEnt’S rolE In

StImulatIng EntrEprEnEurShIp

It has been shown earlier in this paper
that psychological factors, skills and apti-
tudes, resources and business climate are
important determinants of entrepreneurial
success. Frye and Shleifer (1997) describe
three types of governmental roles: an invisi-
ble hand, a helping hand, or a grabbing
hand. In the invisible hand approach, the
government provides basic public goods and
services and leaves everything else to the
market. Helping hand governments play a
more active role in economic and industrial
policy whereas grabbing hand governments
are corrupt and leaders enrich themselves
from the wealth created by others’ initiative
and enterprise. Corruption, onerous bu-
reaucracies, and ‘predatory political elites’
(Mbeki 2005) combine to create an envi-
ronment that not only hampers entrepre-
neurial success but in fact discourages new
venture creation. Clearly grabbing hand gov-
ernments inhibit viable entrepreneurship
from flourishing. To promote entrepreneur-
ship and to increase the probability of suc-
cess of entrepreneurial ventures there should
be a system of incentives and administrative
mechanisms to facilitate the start-up and
operation of the new venture, a light regu-
latory burden, adequate infrastructure to
provide the necessary support, and a legal
system and institutions that ensure property

rights and enforce contractual agreements
(http://www.unu.edu/hq/academic/Pg_area
4/Brautigam.html). These conditions are
generally not prevalent in most African
countries. In most African countries, the
government is at best a helping hand and at
worst, the grabbing hand. In this section,
we will identify and discuss possible policy
interventions that African governments can
undertake to stimulate the successful start-
up and management of private enterprise in
their respective countries. In view of the
preponderant evidence that it is the SMEs
that are particularly effective in contributing
to economic growth and job creation, gov-
ernment policies should target strengthening
this group of enterprises. To maximize the
economic benefits derived from entrepre-
neurial initiatives, therefore, government in-
terventions should seek not only to
stimulate new venture start-ups but also to
create enabling mechanisms that can sup-
port and nurture those that have already
been established. Sustained effort should be
made to help all start-ups grow and thrive.
Informed by our empirical study and the
extant literature on entrepreneurship in
Africa, the following proposals to stimulate
successful start-up and growth of new busi-
ness ventures in Africa:

1. Provide financial support: It was shown
earlier that by far the most frequently men-
tioned challenge faced by Ghanaian and
Ethiopian entrepreneurs who participated
in this study was shortage of start-up and
working capital. Other studies have also
shown that financial constraints are a major
hurdle for African entrepreneurs (Mersha,
Sriram and Hailu, 2010). Microfinance fa-
cilities have helped subsistence entrepreneurs
by providing micro loans, but this credit fa-
cility is not generally available to SMEs and
opportunity entrepreneurs whose financial
requirements are generally too large to ben-
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efit from microfinance loans. Thus, to ener-
gize and strengthen the creation and growth
of SMEs in Africa governments need to de-
sign creative approaches to increase avail-
ability of loan facilities to credit worthy
entrepreneurs. It is recognized that most
African governments may not have the re-
quired financial resources to meet the needs
of the entrepreneurs. However, African gov-
ernments should consider multilateral and
bilateral sources of funding to assist entre-
preneurial initiatives in their respective
countries, including government guarantees
of private loans (Mersha, Sriram and Hailu,
2010). In view of the critical role entrepre-
neurship plays for economic growth, pro-
viding support to these enterprises should
be seen as one of the most important prior-
ities in the nation’s development agenda.

2. Create an enabling business climate:
Studies indicate that in most African nations
the efficiency and transparency of public ad-
ministration, uncertain property rights, level
of taxation and prevalence of corruption not
only adversely affect the number of business
start-ups but also determine business success.
The investment and political climate in a
country also impacts foreign direct invest-
ment (Bonaglia and Goldstein, 2006). It has
been shown that, compared with other re-
gions, Sub-Saharan Africa is less supportive
of new business start-ups as measured in
terms of the bureaucratic red tape involved
and the costs incurred while starting a new
business venture. As discussed earlier, incor-
porating and registering a business in SSA
takes over 45 days on average and requires
incurring upfront cost of about 95% of in-
come per capita compared to only about 14
days and 5.3% of income per capita in
OECD countries, 7.1 days and about 25%
of income per capita in South Asia, and 20
days and 38% in Middle East and North
Africa (www.doingbusiness.org/data/explore-

topics/starting-a-business). This clearly demon-
strates that the bureaucratic hurdle is more
difficult to navigate in SSA and that the re-
quired costs are unduly burdensome on cur-
rent and aspiring entrepreneurs, this in the
poorest region of the world. It is clear that
such bureaucratic inefficiencies not only com-
plicate new enterprise creation process but
also drive up the cost of managing the busi-
ness once it has been established. Based on a
large empirical study, Ardagna and Lusardi
(2008) found that high regulation discour-
ages potential opportunity entrepreneurs
from pursuing a business opportunity. These
findings have important ramifications for
economic development in Africa since it sug-
gests that high regulation discourages the
very people that are most likely to make the
most contributions to economic growth. To
boost entrepreneurial activity in SSA there-
fore respective governments need to take ap-
propriate steps to minimise start-up costs
and administrative red tape and to foster a
more conducive business climate in order to
motivate potential opportunity entrepreneurs
to start new ventures and help them to thrive.

3. Strengthen organizational and mana-
gerial capacity of current and prospective
entrepreneurs: Entrepreneurs who success-
fully start and grow their business ventures
have the requisite skills not only to identify
and select the right business opportunity
but also the competency to manage their
businesses effectively. Even making the
much needed financial resources available
to current and aspiring entrepreneurs may
not be useful unless the entrepreneurs have
the managerial and organizational capacity
to utilize these scarce resources effectively
(Baughn and Neupert, 2003). It is therefore
important that current and would-be entre-
preneurs have basic managerial and organi-
zational skills training in order to be able to
successfully launch and manage their busi-
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ness ventures. Institutional capacity that can
provide needed technical and managerial
support to current and budding entrepre-
neurs is generally weak in Africa and studies
have indicated that capacity enhancing in-
terventions are needed (Mersha, Sriram and
Hailu, 2010). However, in view of the costs
involved in providing an integrated set of
need-based skills training, such interven-
tions should target opportunity entrepre-
neurs and SMEs where the potential returns
in terms of job creation and economic
growth are generally higher. Moreover, such
capacity building initiatives should be de-
signed to address the specific needs of each
African country. To facilitate this effort,
African governments should seek to secure
targeted bilateral and multilateral assistance
programs aimed at building the required
capacity, and to mobilize the active partici-
pation and support of the Diaspora. Not
only are most members of the African Dias-
pora well educated and have expertise in di-
verse areas that are much needed in their
respective native countries, but they also
have keen interest in the development of
the continent. African governments need to
provide necessary incentives to encourage
African professionals in the Diaspora to re-
turn to their respective native countries and
contribute to the development effort and
thereby link the home and host countries
(Mersha, Sriram, Hailu, 2010; Nwankwo,
2011). Both parties will hugely benefit from
greater utilization of this generally untapped
resource: members of the African Diaspora
will have the satisfaction of making valuable
contribution to the development goals of
their respective native countries, and African
nations will benefit from the experience and
expertise that the Diaspora will bring back
to the continent.
4. Narrow the gender gap among African
entrepreneurs: According to Global Entre-
preneurship Monitor (GEM) 2007 Report

on Women and Entrepreneurship (http://
www3.babson.edu/CWL/upload/GEM-
Women07.pdf ), female entrepreneurship is
an important contributor to economic
growth, particularly in low and middle in-
come countries even though no African
countries were part of the study). The GEM
study also concludes that a “significant and
systematic” gender gap exits both in early
stage and established businesses, with greater
rates of entrepreneurial activity among men
than women. The findings of this study re-
port similar statistics where only 23% of
the respondents in the Ethiopian sample
and 18% in the Ghana sample were women
(see Table 1). In general, the contribution
of women in socio-economic activity in so-
cieties is underestimated (Woldie and Ader-
sua, 2004), and in many African countries,
cultural norms may discourage female en-
trepreneurship (McDade and Spring 2005).
However, more women are engaged in in-
formal micro enterprises as necessity entre-
preneurs (GEM study, 2007). The GEM
study also reports that the ratio of opportu-
nity to necessity-driven motives is higher in
the higher income countries. African gov-
ernments may consider taking concerted ac-
tion to help women entrepreneurs grow and
transition to small or medium size enter-
prises so that they will be able to create job
opportunities not just for themselves but
for others as well and thus contribute even
more fully to the nation’s economic growth.

5. Establish business incubators to sup-
port selected high potential entrepre-
neurs: In many countries governments have
created business incubators to provide criti-
cally needed resources and other services to
aspiring entrepreneurs such as temporary
facilities, access to the internet, training on
business licensing and registration require-
ments, patenting procedures, training in de-
veloping a business plan, and other services
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as needed. The incubator management se-
lects potential candidates for admission to
the incubation program based on a set of
clearly specified criteria and becoming a
member of the incubator program also pro-
vides highly valuable networking opportu-
nity with other aspiring entrepreneurs as
well as successful entrepreneurs who have
graduated from the incubator. In the United
States, it is reported that 87% of start-ups
that have passed through incubator pro-
grams stay in business which is a relatively
high survival rate for new businesses (Busi-
ness Incubation Works, 1997). Entrepre-
neurs from Ethiopia and Ghana who
participated in this study indicated that one
major constraint they encountered in start-
ing new business ventures was the lack of
facilities to house their new business. Creat-
ing incubator facilities in Africa can provide
much needed assistance to aspiring entre-
preneurs by making available operating
space and equipment where they can test
out their new business ideas or products. In
view of the obvious benefits that such incu-
bators provide, it is probable that demand
for admission to the incubator facility will
outpace the available capacity. Therefore,
there should be a carefully designed appli-
cation process and well defined criteria for
selecting candidates for admission to the in-
cubator facilities. Requiring clearly defined
eligibility criteria is necessary to send a clear
message to potential members regarding the
expectations and obligations of being ad-
mitted to the program and to minimize ir-
regularities such as corruption and
favouritism in the admission process. Gov-
ernments that invest in incubators reap
handsome dividends by way of increased
job creation and economic growth. This is a
best practice that African governments and
entrepreneurs can benchmark. It is a rela-
tively low cost mechanism that can have
immense benefits by facilitating the start-

up of most promising entrepreneurial ideas
from lab to market. 

concluSIon

Entrepreneurship is lauded as an engine of
economic development and job creation,
and SMEs often create most of new jobs in
the economy. This paper identified some
important factors that contribute to the
start-up and success of new business ven-
tures. It highlighted that while individual
initiative, competency and resources are crit-
ical for the successful launch of a new busi-
ness venture, government policy does also
have significant impact in promoting or in-
hibiting the effectiveness of such entrepre-
neurial efforts. Citing prior research, the
paper showed that it costs more and takes
longer to start a business in the Sub-Saharan
region. 

This study also showed that while most
African entrepreneurs believe that they have
the requisite personality factors including
passion, energy, and determination needed
to start and manage new businesses, aspiring
and current entrepreneurs in Africa are con-
strained by lack of adequate start-up capital,
stiff competition, lack of workers with the
right skills, and difficulty in finding ade-
quate facilities in a good location. 

Building on earlier work (Sriram and
Mersha, 2006) this paper outlined the cru-
cial role that African governments can play
to stimulate and nurture entrepreneurial en-
deavours in Africa. One of the important
steps that African governments can take to
boost the creation of new business ventures
is to create a supportive business climate by
reducing the costs and streamlining the
complex procedures required to license and
register new businesses. Not only will this
help boost domestic entrepreneurship, but

268 V. Sriram and T. Mersha



it will also help attract more foreign direct
investment. African governments also need
to develop and strengthen internal capacity
that would provide necessary skills training
and education for current and aspiring en-
trepreneurs to enhance the chances of suc-
cess of these start-ups. In addition to seeking
bilateral and multilateral assistance to bolster
this initiative, they may also need to provide
incentives to attract Africans in the Diaspora
to return to their respective home countries
to play a role in the economic development
journey of their homeland. In view of their
familiarity with the political, socio-eco-
nomic and cultural landscape in their native
countries, members of the Diaspora can
provide significant value-added contribution
to the capacity development initiative in
their respective native country. 

Despite the fact that women entrepre-
neurs play a significant role in the in na-
tional economic growth, studies have
demonstrated that they are grossly under-
represented, particularly in the more desir-
able opportunity entrepreneurship arena.
This study also showed that, among the op-
portunity entrepreneurs who participated
in this study, the proportion of Ethiopian
and Ghanaian women was 23% and 18%,
respectively. African governments should
therefore strive to narrow the gender gap
among opportunity entrepreneurs by de-
signing targeted policies that encourage and
strengthen women entrepreneurship. 

Inadequate financial resource was the
most frequently cited constraint by
Ethiopian and Ghanaian entrepreneurs who
participated in this study. In view of the
limited financial capacity of most African
countries, however, this appears to be a
more complex problem to overcome. Nev-
ertheless, creative strategies such as creating
bilateral and multilateral assistance programs

and using resource allocation strategies that
favor high growth entrepreneurial activities
may help channel the available funds to
more value-added sectors. 

An invaluable low-cost strategy often uti-
lized in developed nations that can make a
huge difference in promoting entrepreneur-
ship in Africa is the use of incubator services.
African governments may establish incuba-
tors in different locations to enable aspiring
entrepreneurs to get temporary space, equip-
ment and other services so that they can try
out their products or business ideas and
learn about the required procedures for cre-
ating and launching new ventures. Incuba-
tors may provide critically important
value-added service to aspiring entrepre-
neurs without requiring huge financial re-
sources. 

While many of the findings and recom-
mendations in this paper can be true in sev-
eral African countries, we are cognizant that
Africa is not a single entity (Nwankwo,
2011) and that there are significant socio-
economic, political and cultural differences
among the various African countries. In
fact, there may even be important differ-
ences in entrepreneurial effectiveness within
the same country, for example, among
Nigerian ethnic groups (LeVine, 1966), and
between African blacks, Europeans and In-
dians in SSA (Ramachandran and Shah,
1999). Therefore, to be effective, the rec-
ommendations proposed in this paper may
need to be adapted to suit the special cir-
cumstances prevailing in each country. 
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notES

1 Based on data collected by the World Bank
in June 2010, the nation with the fewest
hurdles and lowest cost involved in starting a
new business is New Zealand—it takes just
one day and 0.4% of income per capita to
incorporate and register a new business. 
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