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Development Studies, Obafemi government policies on entrepreneurial activities. Entrepreneurship and small
Awolowo Univeristy, lle-Ife, Nigeria business development are the heart of many countries economy, and countries that
give entrepreneurship special attention stand better chances of improved economy
and industrialization. World over, it is well known that government policies often
affect entrepreneurial activities directly and indirectly. But the question is do these
policies have equal impact in every entrepreneurship phase. Hence, this study seeks
to examine some policy factors that enhance entrepreneurial activities in two of African’s
emerging economies. And precisely, to identify the most favorable government policy in
each entrepreneurship phase. This study was conducted in the economic hub of two
African emerging economies (Nigeria and South Africa), where most entrepreneurial
activities take place. A total of 1200 questionnaires (650 in Lagos, Nigeria and 550 in
Johannesburg, South Africa) were administered. The analysis was in two stages; stage
one involved descriptive statistics while stage two involved inferential statistics. Also,
Principal Component Analysis (PCA) was used to identify the most favorable
government policy in each entrepreneurship phase. The results show that some
variations exist in the policy implementation approaches of both economies. The
efficacies and shortcomings associated with the policies impacted entrepreneurial
activities. The findings show that the impact of government policies on entrepreneurship
phases differ in both countries. The study concluded that some policies are more
favorable than others in some phases. Hence, makes a clarion call for more studies on
government policies across entrepreneurship phases.

Abstract

Keywords: Government policies, Entrepreneurship phases, Emerging economies

Introduction

The popular picture of “the praying hands”, which originated from the real-life experi-
ence of two brothers, Albrecht and Albert (Desy, 2018), brings to fore the fact that
man, no matter how talented and endowed he is, would always need a helping hand.
Similarly, entrepreneurs cannot make it alone. They need support from both internal
and external sources: from family members, institutions, and governments. Otherwise,
their dreams may never materialize. And their lofty ideas may never come to fusion
unless certain measures are put in place.
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@ Sprlnger Open License (http://creativecommons.org/licenses/by/4.0/), which permits unrestricted use, distribution, and reproduction in any medium,
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The argument is that though entrepreneurs possess some traits and characteristics that
make them dynamic and high achievers, government policies affect their activities directly
and indirectly. Also, research has shown that government policies relating to taxes and
business regulations often affect entrepreneurial activities (Acs & Szerb, 2007; Bygrave &
Timmons, 1992; Kreft & Sobel, 2005). The taxes, tariffs, and monetary policies have rip-
pling effects on entrepreneurial activities. When government, for instance, decides to mop
up funds from the economy, they sell treasury bills to the public. This invariably reduces
the money in circulation, affect investors” willingness to release funds, and ultimately crip-
ple entrepreneurial activities. On the other hand, when money is pumped into the econ-
omy, more funds are made available for investments and entrepreneurial activities.

Entrepreneurship and small business development are the heart of many countries
economy and any country giving its entrepreneurs special attention has a better chance
of an improved economy. In recognition of the need for entrepreneurship policies,
many countries have implemented both general and specific policies to promote entre-
preneurial activities. General policies such as tax rates, labour laws, and market regula-
tions have shaped the entrepreneurship climate to a great extent in different
economies. Also, some specific policies have been specially targeted to promote entre-
preneurship. For instance, the Small Business Innovation Research (SBIR) program
established in America increased the survival and growth rates of SMEs in the region
(Gilbert, Audretsch, & McDougall, 2004; Lerner & Kegler, 2000). In Europe, the De-
partment for Trade and Industry (DTI) develop policies to promote entrepreneurial ac-
tivities and encourage SMEs to trade internationally (Wright, Westhead, & Ucbasaran,
2007; Curran, 2000).

In developing nations also, entrepreneurship policies have been implemented to pro-
mote entrepreneurial activities. In Taiwan, for instance, policy measures such as the es-
tablishment of industrial parks, Industrial Technology Research Institute (ITRI), and
local industrial clustering, have enhanced entrepreneurial vitality (Lin, Chang, & Shen,
2010). The Small Business Act of the Republic of South Africa (RSA, 1996) was pro-
mulgated to promote entrepreneurial activities in South Africa (Ladzani & Van Vuuren,
2002; Nieman, 2001). In Nigeria, structures and programmes such as the Small and
Medium Enterprises Development Agency (SMEDAN), N-Power programme, Govern-
ment Enterprise and Empowerment Programme (GEEP) and the You-win programme
were designed to promote entrepreneurial activities by facilitating access to funds and
other resources needed for SMEs (Oliyide, 2012; Today.ng, 2018). All these policies
and much more are targeted towards promoting entrepreneurship. But the question
that comes to mind is “Do all these government policies and programs have equal ef-
fects on all entrepreneurship phases?”

Numerous studies have shown that government policies affect entrepreneurial activ-
ities but there is the need to examine government policies across entrepreneurship
phases. This paper, therefore, seeks to examine some general government policies in
emerging economies, and identify the policies that best promote entrepreneurial activ-
ities in the entrepreneurship phases of two emerging economies in Africa.

Literature review
Theoretically, entrepreneurs are known to possess some characteristic traits that make
them high achievers and unique. Basically, the concept of entrepreneurship is rooted in
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cognitive or trait theory, and microeconomic theory. Cognitive theory focuses on iden-
tifying needs and taking risks to combine resources in order to meet the needs. In other
words, it describes how individuals with certain traits are able to identify gaps in the
society and fill the gaps. It also describes how some unique traits enable entrepreneurs
to conduct business activities profitably, withstand pressure, overcome challenges,
break barriers, and produce goods and services that better the lives of citizens.

Microeconomic theory, on the other hand, focuses in details on resources allocation
and utilization among individual components of the economy. It describes how re-
sources are efficiently allocated, and utilized in order to make profit and avoid wastage.
For instance, the decisions of entrepreneurs about what to produce, how to produce,
where to produce, and what prices to charge, are contained in microeconomic theory,
which can be linked to the resource and management factors needed for business
growth and development. These two theories, combined together, describe the funda-
mental activities carried out by individuals who efficiently allocate and utilise available
resources, and take risks in order to create value and develop the society.

However, despite their unique traits, entrepreneurs need enabling environment in
order to thrive well. For instance, Adams Smith’s (1776) work on ‘the wealth of nations’
pointed out that liberal commercial policies promote nations’ wealth. Countries that
changed their policies from socialism to capitalism recorded increase in entrepreneurial
activities (Acs & Szerb, 2007). Adams pointed out that even the self-interest of entre-
preneurs motivates them to set up businesses, some reform policies are needed to pro-
mote entrepreneurial activities in the land. And advocated for policy reforms such as
abolition of local taxes and duties; free choice of occupation, free trading activities
across borders; and repealing of laws that restrict free transfer of land. By extension,
therefore, the capitalist theory enhances the economic as well as entrepreneurial
activities.

Government policies
A policy can be defined as a plan of action agreed and chosen by a group of people,
organization, or political party. In business, policies can be categorized as internal or exter-
nal. The internal policies guide and spell out how business activities are run. The internal
policies, also known as business policies, are set by the owners and management of a busi-
ness, and determine their scope of operations (Oviatt & McDougall, 2005). But these busi-
ness policies are dependent and often influenced by the overall government policies within
the economy in which entrepreneurs operate. The government policies therefore, are exter-
nal policies which are not within the direct control of the entrepreneurs within the econ-
omy. Hence, this study focuses on the entrepreneurship policies made by governments.
Entrepreneurship policies are the plans or courses of action, established by govern-
ment in order to influence and enhance entrepreneurial decisions and actions
(Audretsch, Grilo, & Thurik, 2007; Vesper, 1983; Klapper, Amit, & Guillén, 2010). Gov-
ernment policies in this sense, refers to rules and regulations that enable the startup
and viability of entrepreneurial activities. Some policies are targeted to specific
businesses while others affect entrepreneurs directly. For instance, in Nigeria, agro al-
lied businesses are often exempted from tax during the first five years of operation
(Ngerebo & Masa, 2012; Odusola, 2006). Some businesses are also being subsidized
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while small businesses enjoy tax exemption. Also, policies implemented to discourage
the importation of manufactured goods often protect indigenous industries and encour-

age entrepreneurial activities.

Effect of government policies on entrepreneurship

Governments establish many rules and regulations that guide businesses. Businesses
would normally adapt their operations to changes in government policies, rules and
regulations. Government economic policy and market regulations have an influence on
the competitiveness and profitability of businesses. Business owners must comply with
regulations established by federal, state and local governments. The government can
implement a policy that changes the social behavior in the business world. For example,
the government can levy taxes on the use of carbon-based fuels and grant subsidies for
businesses that use renewable energy. The government can underwrite the develop-
ment of new technology that will bring the necessary change. Imposing on a particular
sector more taxes or duties than are necessary will make the investors lose interest in
that sector. Similarly, tax and duty exemptions on a particular sector trigger investment
in it and may generate growth. A high tax rate on imported goods, for example, may
encourage local production of the same goods. And on the other hand, a high tax rate
for raw materials would hamper domestic production.

The impacts of government policies on developed economies have been reflective in
literature. Government Policies in the United Kingdom helped Cadbury in the mid
1850s when the taxes on imported cocoa beans were reduced (Fitzgerald, 2005;
Cadbury World, 2014). This reduced the production costs, and the previously expen-
sive chocolate products became affordable for the wider population. Also, to further
discourage the use of adulterated foods and beverages at that time, the Parliament her-
alded Cadbury’s unadulterated cocoa essence. This was another breakthrough for
Cadbury, and led to the passing of the Adulteration of Foods Acts in 1872 and 1875
(Fitzgerald, 2005). As a result, Cadbury received a remarkable amount of free publicity,
sales increased dramatically, and Cadbury broke the French producers’ monopoly in
the British market.

According to a research by the Global Entrepreneurship and Development Institute
(Global Entrepreneurship Development Index, 2014), USA is a world leader in support-
ing its entrepreneurs with respect to business formation, expansion and growth. They
also finance new businesses through venture capital. This type of financial capital is
provided to early-stage, high potential and risk start-up companies. Countries like
Canada and Australia ranked second and third, respectively. These countries’ econ-
omies rank very high because they understand the impact of entrepreneurship on the
growth of their economy, and make deliberate efforts to promote entrepreneurship.

Government policies are numerous but for this study, policies such as taxes, labour
laws, trade regulations, and registration process were considered. This is because entre-
preneurial activities in the two emerging economies are majorly small and medium
scale cadre (Ligthelm, 2005; Ligthelm, 2006; Larossi & Clarke, 2011; Ene & Ene, 2014).
And these policies affect entrepreneurship directly. Labour laws like the federal mini-
mum wage, mandated benefits, duration of service, safety regulations, and restrictions
on layoffs and firing determine the overall cost of production. Fair and effective trade
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regulations, however, protect and promote entrepreneurial activities. Trade regulations
standardize and affect domestic trade, foreign exchange, and international trade (Aliyu,
2010; Ezedinma, 2008; Bolaky & Freund, 2004; Bolaky & Freund, 2004; Bhala, 1996;
Oyejide, 1986), which invariably impact entrepreneurial activities. Also, removing the
bottlenecks in business registration process, and providing some start-up capital, does
enhance business activities (Bowale & Akinlo, 2012; Agboli & Ukaegbu, 2006; Babajide,
2012; Abereijo, Adegbite, Ilori, Adeniyi, & Aderemi, 2009; Fatai, 2011).

Entrepreneurship phases

The Global Entrepreneurship Monitor (GEM) divided the entrepreneurial process into
four phases namely: the conception phase; the start-up phase; the persistence phase;
and the established phase (Bosma & Levie, 2010). The conception phase is when entre-
preneurs are nursing the idea to start a business. The start-up phase is when the busi-
ness starts, that is, the first year of operation. The persistence phase is also referred to
as the survival stage. It is the stage whereby the entrepreneur has made good progress
and gained some experience. The business is growing, salaries and wages are being
paid, running expenses and other operational costs are being incurred for up to three
and half years. The established phase is when the business is over three and half years
old, and is doing well. The Fig. 1 shows the GEM’s description of entrepreneurship
phases otherwise known as the entrepreneurial process.

The discontinuation of business signifies the point at which entrepreneurs find it
hard and impossible to continue their business ventures. Some circumstances arise
which negatively affect businesses. It could either be due to natural disaster or circum-
stances beyond the entrepreneur’s control, which in law, is described as the act of God.
It could also be as a result of poor management practices, unavailability of resources,
changes in consumers’ preferences, or change of policies. However, entrepreneurs, who
are very resilient and optimistic, decide to start all over again. This signifies the

Discontinuation
of Business

Total Early-Stage Entrepreneurial Activity (TEA)
kL 4
Owner-Manager
Potential Nascent Owner-Manager . &
of an Established
Entrepreneur: Entrepreneur: of a New .
i " ; Business (more
Opportunities, M Involved in Business (up to >
. than 3.5 years
Knowledge and Setting Up a 3.5 years old)
; ; old)
Skills Business
Conception Firm Birth Persistence

Fig. 1 Entrepreneurial Process (Bosma & Levie, 2010, Pg 14). The conception phase: entrepreneurs are
nursing the idea to start a business. The start-up phase: the business starts, that is, the first year of
operation. The persistence phase: the entrepreneur is making progress and gaining some experience. The
established phase: the business is over three and half years old, and still doing well. The discontinuation of
business: the point at which entrepreneurs find it hard and impossible to continue their business ventures
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loop-back from the discontinuation of business to the potential entrepreneur level
where new ideas are nursed. It stands for entrepreneurs who were once knocked out of
the process, but came back on board.

However, some studies have shown some entrepreneurs go beyond the established
phase. Some entrepreneurs remain in business for decades and continue to make sig-
nificant impact. Some entrepreneurs mentor either a family member or an individual
and pass on their businesses to their offspring or other entrepreneurs (Fattoum &
Fayolle, 2009; Bird, Welsch, Astrachan, & Pistrui, 2004; Ward, 2004; Morris et al,
1997). Some businesses grow beyond borders. Some entrepreneurs build empires, and
leave lasting legacies for generations to come (Arthur & Hisrich, 2011; Zolin, 2012; Af-
rica, 2006). Such entrepreneurs are said to have become renowned. Therefore for this
study, five entrepreneurship phases as shown in Table 1 were examined. And the hy-
pothesis to be tested is:

All the policy factors are equally helpful for all the entrepreneurship phases.

This implies that for all the identified phases, as samples are drawn from the popula-
tion, all the phases are conveniently factored in our selection. Thus, based on the iden-
tified phase per business, the focus of government general policies on the day-to-day
running of the sampled businesses are analyzed. With this, we can identify if all phases
in different businesses, experience similar experience for the laid down policies guiding
business operations in each country.

Nexus between some government policies and entrepreneurship in Nigeria and South
Africa
According to the Corporate Affairs Commission (CAC) in Nigeria, there are articles for
those interested in registering their business under Part B of the Companies and Allied
Matters Act called Business Name Registration. A registered business name is either a
general company, incorporated companies or incorporated trustees. However, given the
nature of the large informal sector in Nigeria, the Small and Medium Enterprises De-
velopment Agency of Nigeria (SMEDAN) partnered with the CAC in order to fast tract
business registration for Micro, small and Medium Enterprises (MSMEs), without
needing a lawyer. This is done by having SMEDAN’s desk representative CAC’s offices
of every State; while the CAC would also send its staff for capacity building like serving
as resource persons during SMEDAN’s Entrepreneurship Training Programmes [ETPs]
to educate prospective and existing entrepreneurs on business registration issues.

No doubt legally registered business enjoy the benefit of legal entity and access to
credits, nonetheless, several MSMEs in Nigeria have their businesses unregistered. Also,
despite government efforts to increase participation through reduced cost and the

Table 1 Entrepreneurship Phases

Entrepreneurship Phase Duration of Business Entrepreneur’s Descriptor
1. Conception Nil Latent
2. Firm Birth 0- 1year Nascent
3. Persistence 1-3.5 years Nascent Opportunity
4. Established 35 - 10years Established
5. Renowned More than 10 years Renowned
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ability to register under a day, several businesses lie outside the formal registered busi-
ness (SMEDAN Online: https://smedan.gov.ng/); hence depicting the ease of business
start-ups in Nigeria. Once a business is registered in Nigeria, it is expected to pay tax.
But due to the most SMEs lying outside the formal sector and the poor tax system
many entrepreneurs find it easy to evade (Makinde, 2005; Kiabel & Nwokah, 2009;
Otusanya, 2010; Abiola & Asiweh, 2012; Adebisi & Gbegi, 2013). Empirical studies have
identified some of the loopholes in governance and entrepreneurship development in
Nigeria. Incidentally, unlike Multinationals and registered companies, these holes have
aided the ease of business start-ups and growing businesses especially amongst SMEs
(Agboli & Ukaegbu, 2006).

This is unlike in South Africa where company registration can be herculean for new
entrepreneurs or small business owners. In 2011, The Companies and Intellectual Prop-
erty Registration Office (CIPRO) replaced the Companies and Intellectual Property
Commission (CIPC) to see to registration of new businesses. Businesses can either fall
into profit or non-profit organizations depending on its focus. The profit-making orga-
nizations can then take on the form of MSMEs, public or private company. Once a
business is registered, it will then be registered automatically as a taxpayer. Newly
established firms must register with local SARS office to obtain an income tax reference
number. Once the business commences, everything that has to do with registration
must be completed within 60 days. This organized and mandatory process of business
registration has made it impossible for businesses to evade taxes. Small businesses with
turnover of up to R1 million per annum have their tax payment procedure enhanced;
where taxes like turnover tax, VAT and employees’ tax are spread twice instead of once
a year, making the process more efficient for qualifying small business owners (Online:
https://www.smesouthafrica.co.za/The-basics-of-registering-a-new-small-business/).
Studies have shown that these mandatory conditions have been adduced as one of the
challenges to start-ups and growth of MSMEs in South Africa (Olawale & Garwe, 2010;
Mbonyane & Ladzani, 2011). However, there are also benefits of compliance with busi-
ness registration to include business name protection, tax deductions, financial assist-
ance and increasing your staff capacity.

Methodology

This study was conducted in the economic hub of two African emerging economies,
Nigeria and South Africa. Lagos is Nigeria’s commercial center where most entrepre-
neurial activities take place (Singh, Simpson, Mordi, & Okafor, 2011; Tijani, Oyeniyi, &
Ogunyomi, 2012). It is in the South Western part of Nigeria, and the most populous
city in Nigeria. Similarly, Johannesburg is South Africa’s commercial center where most
entrepreneurial activities take place (Urban, 2009; Callaghan & Venter, 2011). It is the
largest city in South Africa and is the provincial capital of Gauteng.

The target population comprises of entrepreneurs in emerging economies (Nigeria &
South Africa). The sample size consists of entrepreneurs in Lagos and Johannesburg. A
total of 1200 copies of questionnaires were administered. And since the estimated figures
obtained through extant literature revealed that there are more entrepreneurs in Lagos
than in Johannesburg, 550 copies of questionnaires were administered in Johannesburg
and 650 in Lagos. Convenience Sampling technique was used to select the respondents,
after which they were then stratified into the five entrepreneurship phase identified in the
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extant literature. However, 535 and 598 copies of questionnaires were retrieved in Johan-
nesburg and Lagos, respectively, and analyzed. This comprises adults between 18 and 64
years as adopted by the Global Entrepreneurship Monitor (Kelley, Singer, & Herrington,
2011). The five entrepreneurship phases identified in the extant literature were well repre-
sented, with at least 20% of the respondents representing each phase. The survey sample
reflected a sufficiently broad representation of entrepreneurs in Nigeria and South Africa.
Meanwhile, the focal policies of the government for this study are market regulations,
business registration, taxation and labour laws.

This study was conducted in strict compliance with social research ethics such as vol-
untary consent, anonymity, and confidentiality. For construct validity, the key concepts
were properly defined and the operational measures identified. Cronbach’s Alpha was
used to test for reliability (Cronbach, 1951; Santos, 1999; Bhattacherjee, 2012). The in-
struments were also pre-tested to ensure that the contents were well understood.

Respondents were asked to select the level of importance of each of the four policy
factors based on a five-point scale of most very crucial, crucial, somewhat crucial,
slightly crucial, and not crucial. Using Principal Component Analysis (PCA), the re-
sponses were then analysed based on the entrepreneurship phases identified in the ex-
tant literature. Principal Component Analysis (PCA) is a descriptive statistical
technique used to simplify the description of a data set by extracting the most import-
ant information therein (Bro & Smilde, 2014; Abdi & Williams, 2010; Wold, Esbensen,
& Geladi, 1987). PCA is often used to identify the most crucial among the groups of
factors. Similarly, in this study, PCA is used to search for importance among the pol-
icies, and also as a data reduction method. The Kaiser-Meyer-Olkin (KMO) statistics
confirm the appropriateness of applying a PCA for the study. It also measures sampling
adequacy for each variable in the model and for the complete model. The variances
represent the percentage values that each group of sustainability factors account for in
the data set.

Thus, the data collected were cleaned and analysed using STATA. PCA was used to
identify the most crucial policy factor(s) in each entrepreneurship phase, Also,
Chi-square test was used to show the association between the variables, and Cronbach’s
Alpha was employed to test the internal consistency and reliability of some of the crit-
ical indicators.

Results and discussion

In order to establish if the policy factors for the entrepreneurship phases in emerging
economies are similar or not, the first step was to examine some general government pol-
icies enhancing entrepreneurial activities in each entrepreneurship phase, and then iden-
tify the most crucial. Section 4.1 presents the basis for the analysis by presenting the
reliability coefficients of the research findings and effects of the policies on the entrepre-
neurship phases. The next section (4.2) addresses the first objective by presenting various
policies enhancing entrepreneurial activities in each entrepreneurship phase.

Distribution Pattern & Statistical Significance
The respondents were asked to rank the policy factors enhancing their businesses. The
bar charts in Fig. 2 show the frequencies of the policies enhancing businesses, in the
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Fig. 2 Government Policies That Enhance Entrepreneurship Phases in Nigeria and South Africa. The green
bars show the frequencies of government policies enhancing businesses in the entrepreneurship phases in
Nigeria. The yellow bars show the frequencies of government policies enhancing businesses in the
entrepreneurship phases in South Africa

entrepreneurship phases in Nigeria and South Africa. This literarily implies that the
policies that enhance entrepreneurial activities in these economies are not the same.
Some factors are more prominent in some phases than others as shown in Table 2.
These findings are further confirmed in the next level of analysis.

Table 3 presents the bivariate distribution of the policies with emphasis on both the
distribution pattern and statistical significance of each variable within the domain. As
shown in Table 3, without controlling for business sectors or entrepreneurship phases,
all the variables were statistically significant (p < 0.05) across the two countries and for
the combined data set. Statistical significance is always represented by a lowercase p,
and stands for probability. Hence, p <.05 means that the probability of these results be-
ing a fluke is less than 1 in 20 times which has been the agreed upon level of chance,
for researches in the social sciences, that results can be wrong.

For this study, the statistical significance highlights the relative importance of the pol-
icies adopted in each business sector and entrepreneurship phase. A major striking
point in Table 3 is the fact that the aggregate measures of the policy factors align with
the literature review sections where all the factors were reported as important for
entrepreneurial development. The previous studies, flagging the importance of these
policies, were conducted independently, at different points in time, and were not spe-
cific about the levels where these policies are more pivotal. Hence, without controlling
for phases, the holistic view is that all the policies are equally significant. But when
entrepreneurship phase are introduced, as shown in Appendix IV, interesting insights
are obtained.

Table 2 Most Prominent Government Policies in each Entrepreneurship Phase

No Phases Nigeria South Africa

1 Conception Registration Process Registration Process & Labour Law

2 Firm birth - Market Regulations

3 Persistence Market Regulations & Registration Process Tax

4 Established Market Regulations Market Regulations

5 Renowned Market Regulations & Tax Market Regulations & Registration Process

Page 9 of 18
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Table 3 Cross-Tabulation of Policies in Nigeria and South Africa

Sectors Nigeria (n =598) South Africa (n =535) Both Countries (n=1133)
Percent/p-value Chi-square percent/p-value Chi-square percent/p-value Chi-square

Policy

Tax 0.7* 53.62 1.1% 10.01 0.9% 39.59

Labour Law 0.5% 5361 0.4* 9.99 0.4* 39.56

Market Regulation  1.2* 53.65 1.1% 10.01 1.2% 3961

Registration Process  1.2* 53.65 0.9% 10.00 1.1% 39.60

*significant at p <.05

Considering the holistic distribution patterns in Table 3, market regulation and regis-
tration process are the most helpful policies in Nigeria. In South Africa, tax and market
regulation were the most helpful while registration process was the most helpful in the
pooled data. This suggests that, the entrepreneurs in both emerging economies attested
to the fact that, the improvements in the registration process in both economies did
enhance their businesses. The findings are consistent with the GEM (2017) report on
South Africa. For instance, on a scale of 1-9, moving from highly insufficient to insuffi-
cient, South Africa had 4.77 in government policies supporting entrepreneurial activ-
ities; thus indicating a moderately sufficient level. However, the GEM reports a low
level (2.73) of sufficiency in terms of taxes and bureaucracy. Thus, indicating a less flex-
ible system for entrepreneurs to thrive.

Although GEM did not present any report on Nigeria, “Doing Business Report”
(DBR) 2018 findings confirm the ease of doing business in Nigeria with regard to busi-
ness registration and the payment of taxes. The DBR also reports a more stringent con-
dition for business in South Africa, especially in terms of business registration and tax
payment. While the South African economy makes it easy to use online platforms avail-
able to check business names, the bureaucracy of business registration is still a little
complicated. Also, their taxes are costly especially in terms of vehicle and property tax
rates. Therefore, the complicated means of paying taxes is evident in the length of time
it takes to prepare VAT returns, thereby making business and entrepreneurship activ-
ities less flexible (Doing Business Report, 2018).

Factor Loadings & Reliability Coefficients of policy factors

Factor loadings represent how much a factor explains a variable in factor analysis. The
Loadings can range from -1 to 1. Loadings close to —1 or 1 indicate that the factor
strongly affects the variable negatively or positively, respectively. Loadings close to zero
indicate that the factor has a weak effect on the variable being measured. For this study,
the loadings represent the strength of the policy factors in each entrepreneurship phase
and economy. Hence, factors with values such as 0.8 or 0.9 indicate that the policies
have strong effects on the phases and economies under consideration.

Cronbach’s alpha («), on the other hand, is a measure of internal consistency; that is,
how closely related a set of items is as a group. It is considered to be a measure of scale
reliability, that is, it measures whether several items that propose to measure the same
general construct produce similar scores. The Cronbach’s alpha in this research findings
show how closely related the policies are. It also shows the average covariance between
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each group, and the variance of the total score. Generally, researchers recommend a
minimum a coefficient between 0.65 and 0.8 (or higher in some cases); a coefficients
that are less than 0.5 are usually unacceptable. So, an alpha value of 0.83 or 0.75, for in-
stance, implies that the policies in each group are closely related, and that they ad-
equately measure what they were meant to measure. Thereby confirming the reliability
of the results.

Generally, in both countries, all the four variables recorded high factor loadings, with
reliability coefficient greater than 0.5. In Nigeria, business registration process had the
highest factor loading of 0.7 while in South Africa; labour law had the highest factor
loading of 0.8. For both countries, however, labour law and registration process had the
highest factor loading of 0.7. This implies that most of the policy factors have strong ef-
fects on the entrepreneurial activities in both economies and further confirm previous
findings in the extant literature. The details are presented in Table 4 and consistent
with DBR findings on the flexibility of business registration and labour laws in Nigeria
as well as its importance on business activities. For instance, the DBR shows that labour
market regulations are more standardized in South Africa than in Nigeria. For instance,
while proper remuneration of work value is ensured in South Africa, the reverse is the
case in Nigeria. For instance, the South African economy has a provision for unemploy-
ment protection after one year, while in Nigeria the unemployment protection policy is
not often enforced (Doing Business Report, 2018).

Background information on sampled entrepreneurs and businesses
In terms of the gender of business ownership in both countries, the bulk of the enter-
prises were owned by male (63% in Nigeria and 62% in South Africa). The median age
of the sampled entrepreneurs was very close in both countries (31 years in Nigeria com-
pared with 32years in South Africa). The age distribution leaned favourably towards
the younger age range of 18-33 years constituting relatively more than half of the sam-
pled entrepreneurs (53% in Nigeria and 51% in South Africa). More than one-fourth
are aged 34—41 years, and only about 6% in Nigeria and 7% in South Africa were aged
50 years or more.

About 27% of entrepreneurs sampled in Nigeria and 34% of those sampled in South
Africa had a university degree, only 2% of entrepreneurs in Nigeria and about 10% in
South Africa had a post-graduate degree. Relatively among the sampled individuals,

Table 4 Internal Structure and Domain of Policies in Nigeria and South Africa

Two Countries Nigeria South Africa Both Countries
Factor Alpha/Variance  Factor loading  Alpha/Variance  Factor Alpha/Variance
loading loading

Policy

Tax 06 06 06

Labour Law 0.6 0.67 0.8 0.62 0.7 0.65

Trade Regulation - 823 0.5 82.0 0.5 80.2

Registration 0.7 0.7 0.7

Process

Factor loadings only depicted if 0.5 or more in the sub-scales. The internal consistency measured with Cronbach’s alpha
and explained variance as presented in the same column



Akinyemi and Adejumo Journal of Global Entrepreneurship Research (2018) 8:35 Page 12 of 18

those in South Africa showed a higher proportion of those with at least a university de-
gree than their counterparts from Nigeria. This is not surprising because, a large per-
centage of the business owners in Lagos are Ibos who would rather learn a trade and
go straight into business, than get a degree in college.

Nigeria is a multi-lingual country with over 250 languages but has three official lan-
guages; Yoruba, Igbo, and Hausa. Nigeria is also known for its cultural diversities, but
largely dominated by three main languages; the Yorubas in the west, Igbos in the East,
and Hausas in the North.

Furthermore, the five entrepreneurship phases were represented in both economies
as shown in Table 5 Another striking feature of the distribution is that although more
samples were drawn from Nigeria, yet South Africa had higher percentage of entrepre-
neurs in some phases than Nigeria. Among the sampled individuals, Nigeria had more
entrepreneurs at the conception, established, and renowned phases than those sampled
in South Africa. And South Africa had more entrepreneurs at the firm birth and per-
sistence phases.

Distribution pattern and statistical significance of government policies across phases

The results in Table 6 suggest that South Africa recorded more significant policy fac-
tors than Nigeria. This portrays South Africa’s entrepreneurial development as requir-
ing more efforts for survival than Nigeria. At conception phase, all the policy factors in
South Africa were statistically significant. Implying that the entrepreneurs in South
Africa need the proper implementation of all the policy factors in order to make it to
the firm birth phase whereas their counterparts in Nigeria only need one of the policy
factors (that is, registration requirement) in order to make it to the firm birth phase.

At firm birth phase, none of the policy factors were significant in both countries. At
the persistence and established phases, none of the policy factors were significant in
Nigeria whereas in South Africa, all the policy factors were significant. This implies that
the policies in South Africa have significant impact on, and are enhancing, their entre-
preneurial activities whereas in Nigeria, the impact of the policies are negligible and
often not felt (Chukwuemeka, 2011). Most of the Nigerian entrepreneurs are pushing
through and trying to survive despite the poorly implemented policies in the country
(Mary, Enyinna, & Ukpai, 2015). At the renowned phase, however, none of the policy
factors were significant. This is understandable because at this phase, the entrepreneurs
are well grounded and most of their businesses are self-sustaining.

Helpful policy factors in each entrepreneurship phase

Having confirmed that the policy factors are not equally enhancing entrepreneurial ac-
tivities in all the five phases, the next step was to examine their relative importance in
order to identify the most crucial policy factor(s) in each entrepreneurship phase. For
both economies, the results showed the Eigen-values of the various combinations of
policy factors in each phase, but when analyzed separately, the findings varied across
countries. As shown in Table 6, the Kaiser-Meyer-Olkin (KMO) statistics confirm the
appropriateness of applying a PCA for the study. It also measures sampling adequacy
for each variable in the model and for the complete model. The variances represent the
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Table 5 Characteristics of Sampled Entrepreneurs in Nigeria and South Africa

Variables Nigeria South-Africa
Frequency Percent Frequency Percent
N=609 N=539
Gender
Male 385 63.2 336 62.3
Female 224 36.8 203 37.7
Age in Years
18-24 80 133 65 121
25-33 238 396 209 389
34-41 159 26.5 155 288
42-49 87 14.5 70 13.0
50-57 24 40 27 50
58-65 13 2.2 12 22
Median Age 31.2 years 324 years
Academic Quialification
Below First Degree 421 710 299 56.1
First Degree 162 27.3 183 343
Masters 8 14 43 8.1
PhD 2 03 8 1.5
Nationality
Nigeria 589 979 90 17.7
South Africa 5 0.8 280 549
Other 13 24 168 31.2
Religion
Christianity 474 779 407 755
Islam 122 20.0 47 8.7
Others 13 2.1 83 154

Entrepreneurship Phase

Conception 106 1741 87 16.14
Firm Birth 110 18.06 165 3061
Persistence 109 17.90 129 2393
Established 200 32.84 133 24.68
Renowned 84 13.79 25 464

percentage values that the policy factors account for in the data set. Values greater than
60% are generally acceptable in social science research.

Eigen-values indicate the strength or relative length of variables in a data set. They
explain the degrees of importance of the variables in a data set. Eigen-values of more
than 0.5 are typically considered strong. Eigen-values between 0.3 and 0.5 are accept-
able while Eigen-values less than 0.3 are typically considered weak. Hence, for this
study, the policy factor with the highest Eigen-value, in each entrepreneurship phase,
was selected as the most helpful policy factor in that phase (see Table 7).

The results show that the policies enhancing entrepreneurial activities in emerging
economies are different. Also, that the policies needed to boost entrepreneurial activ-
ities are peculiar to each economy, and different across phases. And as such, any pro-

spective entrepreneur or investor, seeking to set up businesses in these economies,
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Table 6 Cross Tabulation of Government Policies in Nigeria & South Africa

Nigeria South Africa
Percent/ p-value Chi- square Percent/ p-value Chi- square

Conception Phase

Tax 0.9 2.89 0.0* 11240

Labour Law 09 327 1.2% 114.10

Trade Regulation 0.9 2.75 0.0* 112.50

Registration Process 3.7* 10.65 1.2% 112.20
Firm Birth Phase

Tax 0.0 1.64 1.8 2.00

Labour Law 0.0 0.66 0.0 1.91

Trade Regulation 00 1.64 12 1.01

Registration Process 0.0 0.18 06 129
Persistence Phase

Tax 0.0 091 1.6% 14.51

Labour Law 0.0 0.69 0.0* 15.07

Trade Regulation 09 0.10 0.8* 14.60

Registration Process 0.9 0.10 0.8* 1442
Established Phase

Tax 05 038 0.8* 1250

Labour Law 0.5 0.26 0.8* 12.70

Trade Regulation 1.5 057 1.5% 12.33

Registration Process 0.5 1.39 0.8* 12.29
Renowned Phase

Tax 23 443 0.0 256

Labour Law 1.2 0.96 0.0 233

Trade Regulation 24 1.30 40 407

Registration Process 12 0.01 4.0 477

*significant at p < 05

must take cognizance of the peculiarities in each economy in order to enjoy the max-
imum benefits therein. This section, also, addresses the hypothesis stated in Section
2.3, that all the four policy factors are equally helpful in all the entrepreneurship
phases, and describes the principal component analysis results in Table 6.

At conception phase, the pooled data for both countries and South Africa had market
regulations (0.962 and 0.997) as the most favorable factor. Meaning that the market regu-
lation policies were favourable in both countries. Market regulations such as Open market
policies, domestic trade, foreign exchange policies promote entrepreneurial activities. In
Nigeria, however, tax (0.968) was the principal factor. This is not surprising because the
poor tax administration process in Nigeria (Makinde, 2005; Otusanya, 2010; Adebisi &
Gbegi, 2013) has created loopholes for SMEs to evade tax payments. As a result, entrepre-
neurs worry less about tax payment, and as a result plough back the income into their
business. At firm birth phase, South Africa and the pooled data for both economies had
the same principal factor, market regulations (0.999 and 0.986). But in Nigeria, tax (0.999)
was still the principal component like it was at conception phase.

At persistence phase, the principal factors were dissimilar as registration process
(0.943) was the principal factor for the pooled data. Whereas tax (0.988) was the
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Table 7 Principal Component Analysis of Policies across Entrepreneurship Phases in Nigeria and
South Africa

Nigeria South Africa Both Countries
Eigen KMO / Eigen KMO / Eigen KMO /
Values Variance Values Variance Values Variance
Conception Phase
Tax 0.968¢ 0.712 0.845
Labour Law 0.960 769 0912 56.3 0.927 683
Market Regulation 0.954 92.00 0.997+¢ 66.50 0.962¢ 77.73
Registration 0.950 0.810 0.870
Process
Firm Birth Phase
Tax 0.999¢ 0.556 0.782
Labour Law 0.993 52.7 0.962 55.1 0.953 63.8
Market Regulation 0.957 81.07 0.999 ¢ 72.25 0.986 ¢ 8132
Registration Process 0.757 0.966 0.959
Persistence Phase
Tax 0.988¢ 0.885 0.935
Labour Law 0979 724 0.896 734 0.929 764
Market Regulation 0.926 95.22 0.999¢ 8127 0.815 87.51
Registration Process 0.959 0923 0.943¢
Established Phase
Tax 0.961¢ 0.773 0.929
Labour Law 0.925 685 0.957 615 0.955 739
Market Regulation 0923 85.25 0.999¢4 79.12 0.994¢ 87.12
Registration Process 0.882 0.928 0916
Renowned Phase
Tax 0911 0.871 0.900
Labour Law 0917 738 0.887 734 0.906¢ 74.7
Market Regulation 0.956¢ 81.53 0.918¢ 78.03 0811 81.26
Registration Process 0.880 0.891 0.898

The Most Crucial policy(s) in bold with “#” sign depicting Significance

principal factor in Nigeria, while market regulation (0.999) was the principal factor in
South Africa. Recently, in both economies, the registration process have been enhanced
such that the bottle necks and bureaucratic processes have been reduced to the barest
minimum.

At the established phase, market regulation (0.994 and 0.999) was the principal com-
ponent for both economies and South Africa while Nigeria had tax (0.961) as its princi-
pal policy factor. And at renowned phase, Nigeria and South Africa had market
regulation (0.956 and 0.918 respectively) as their principal component but labour law
was the principal component for the pooled data. This imply that the labour law in
both countries appear to be more flexible as regards labour cost; thus enhancing entre-
preneurial activities.

From Table 7, the prominence of tax as the principal component in the first four
phases indicates that the loopholes in the tax administration policy in Nigeria is so ob-
vious, and serves as an advantage to entrepreneurs. Whereas, in South Africa, the
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prominence of market regulation in all the five phases indicates that the market regula-
tion policies are favourable in promoting entrepreneurial activities. This position in
South Africa is not farfetched; given the fallouts from the abolishment of apartheid re-
gime and the standardized market policies.

Conclusion

The general inference drawn from this study is that policy factors that enhance entre-
preneurial activities differ across entrepreneurship phases. The findings confirm that
government policies do not have equal impact on all the entrepreneurship phases.
Some policies are more favourable in some phases than others. Hence, entrepreneurs,
relevant stakeholders and policy makers need to take cognizance of the inherent dispar-
ities in the effects of policies implemented on entrepreneurial activities from time to
time. This further connotes, therefore, that policy makers seeking to effectively pro-
mote entrepreneurship could target specific phases at specific times in order to boost
the entrepreneurial activities in such phases.

Finally, this paper is a clarion call for more studies on the impact of government pol-
icies on entrepreneurship phases, especially for specific businesses and sectors of the
economy. The researchers also advocate for studies that would examine the impact of
some specific policies and special interventions on each entrepreneurship phase.
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