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ABSTRACT

The research investigated the systemic interaction of entrepreneurial ecosystem and its
role on individual entrepreneurial initiative. To come up with the result mixed research
design and global entrepreneurship index calculation method was used. A total of 392
respondents were drawn from the adult group of the study area population. The
questionnaires were adopted from internationally standardized sources. Correlation and
binary logistic analysis were utilized. Besides the GEI method was used to calculate the
entrepreneurial ecosystem of the study area. The result showed that individual as well as
environmental factors play significant role in shaping entrepreneurial initiatives of
individuals. Individual variables including opportunity perception, knowing entrepreneurs,
career choice, attaching high status, opportunity motivation and job created and job
expected and institutional variables like property right, education right, infrastructure,
corruption, good governance, staff training, regulation and availability of venture capital
variables of entrepreneurship ecosystem are significantly associated with entrepreneurship
initiatives. Furthermore, the interplay among different individual factors and between the
environmental factors influences the performance of the whole system and individual
entrepreneurial initiatives. Finally, it is important to investigate the topic at hand in expert
team based approach and develop national level entrepreneurial ecosystem assessment
framework.

Keywords: Entrepreneurship Ecosystem, Initiatives, Environmental Factors,
Penalty Pillar, Attitude, Ability and Aspiration



CHAPTER ONE
1. BACKGROUND OF THE STUDY

1.1. Introduction

Entrepreneurship creates job and new business to enhance national economic growth.
Currently entrepreneurship is one of production factors including land, manpower, and
capital. The last three can be easily seen, measured, and acknowledge. Entrepreneurship,

however, is not something easily identifiable, measurable, and predictable (Bezabih, 2005).

Scholars defined entrepreneurship in a different way. Such variation is a result of their
academic background (Bezabih 2005 and Verheul, et al. 2001). Notwithstanding these

differences, most scholars agree that entrepreneurship is a process of creating new values.

Entrepreneur is a person who creates new business no matter how modest that is relevant
to the national level activity (Szerb, et al., 2018). Global entrepreneurship monitor (GEM)
defined entrepreneurs as people who are entrepreneurially active as an adult in the process
of setting up a business they (partly) own and or currently owning and managing a young

business (Bosma, D. Reynolds, Lopez - Garcia, & Autio, 2005).

Entrepreneurship is about encouraging the formation of high quality, high growth
companies. Some demurred the traditional understanding of entrepreneurship as a start-up
and creation. The typical start-up is not innovative, creates few jobs, and generates little
wealth. They argued that economic growth and job creation is not a number game (Shane,
2009). Entrepreneurship is a process of wealth creation. This definition explains
entrepreneurship based on its result as well as the means to get the result. Accordingly, the
author defined entrepreneurship as adding value to society through the process of
incubating ideas, assembling resources, and making things happen (W.Y.Kao, 1993).
Others defined entrepreneurship as taking responsibility for making decision that affects
the location, the form, and the use of goods, resources, or institutions. It is the behaviour of
risk-taker, creative venture, entering into a new business or one who revives on existing

business with the purpose of economic growth ( F Hebert & Link, 1989).

Entrepreneurship is context-specific. The level and nature of entrepreneurship differ
depending on the given culture, economic development, and technological advancement of
the respective countries (Osman & Murat, 2011). Also, it is affected by factors ranging
from individual to global issues (Stam & van de Ven, 2019).
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Despite different definitions, entrepreneurship usually shares common features. For
example, entrepreneurial activity serves as an avenue to stimulating economic growth and
empowering marginalized segments of the population (Osman & Murat, 2011). It creates
job, broadens tax bases, diversifies risk, and innovates and adopts new technology
(Brixiova, 2013).

1.2.  Statement of the Problem
Despite the significance of entrepreneurship, academic effort on the field is lacking. The

literatures in the field lack empirical analysis and theoretical understanding (Brixiova,
2013). There is also no consensus on measurement/indicators of the concept of
entrepreneurship and factors that affect entrepreneurship. As a result, the understanding of

policies to develop the potentials of entrepreneurship remains immeasurable.

Different measurement and index were developed to explain entrepreneurship. As GEM,
TEA, OECED, Eurostat’s entrepreneurship index, and the like defined entrepreneurship as
self-employment entries within the population (new entries). According to the Kauffman
Index of Entrepreneurial Activity (KIEA), entrepreneurship is measured by the adult non-
business owner population who starts a new business. Both approaches of measurements
more or less focus on self-job creation and new business formation. On the other side, the
Euro barometer, World Value Survey, GEM, and international social survey (ISSP)
measures entrepreneurship in terms of population-level attitude. In one way or another,
these measurements don’t consider quality aspects and environmental factors of

entrepreneurship (Bosma, D. Reynolds, Lopez - Garcia, & Autio, 2005).

Regardless of the discrepancies in definition and measurement of entrepreneurship,
individual entrepreneurs are a basis for a nation’s development endeavours. If so, what
shapes the individuals’ intention on entrepreneurial activities is still debatable. Many
researches are done on psychological traits as a single predicator of individual behaviour
toward entrepreneurship. Untangling the way context shapes individuals intention,
however, remains a challenge and it becomes even more difficult when the multi layered
and nested nature of socioeconomic environment is recognized. According to Pita (2021),
no prior research attempt to explore the connection between entrepreneurial ecosystems
and entrepreneurial initiatives through multi-dimensional and quantitative perspectives.

Thus, attention has to be paid to the interplay between individual and contextual factors.



When we came to Ethiopia, small and medium enterprises and entrepreneurship have
received little scholarly attention. Most researches done on entrepreneurship show that
entrepreneurship is all about new firm/business formation and self-employment and factors
that influence entrepreneurship are associated only with the social, economic, and political
environment. Individual factors as well as the interplay with the environment are not well
addressed. Other like Rebekha stated that no qualitative research done on the perception of
entrepreneurs in developing nations concerning the conduciveness of the local environment
for conducting business. She also argued that earlier research focused on large and existing
industries/firms ignoring small and medium-sized enterprises (SMEs) (Rebekah , 2016).
Determinants of entrepreneurship are also studied in Ethiopia using GEM approach
(Amha, Woldehanna, Tamrat, & Gebremedhin, 2015). However, their research lacks

considering environmental factors since it used only adult population survey.

Different from the previous research this research studied status of entrepreneurship
ecosystem and determinants of entrepreneurial initiatives from entrepreneurship ecosystem
perspective. For that end, | used GEI approach that focuses on both individual and
environmental/institutional factors to assess the entrepreneurial ecosystem in selected cities

of Gurage Zone.

Unlike others, Global Entrepreneurship Index (GEI) centres on individual and institutional
variable components of entrepreneurship. It enables for analysing the quality of the
entrepreneurship ecosystem and for making policy implications regarding different pillars
of entrepreneurship measurement (Szerb, et al., 2018). It helps analyse the entrepreneurial
profile of a given country or region from system perspectives. It considers individual
factors, environmental factors, and the interplay between both factors to assess the quality

of a given ecosystem.

1.3.  Research Questions
1.3.1. General Research question
What are the determinants of entrepreneurial initiatives of individual in entrepreneurship

ecosystem in Gurage Zone?

1.3.2. Specific Research Questions
% What is the state of entrepreneurship ecosystem in Gurage Zone?

%+ What is the effect of each pillars of entrepreneurship ecosystem on entrepreneurial

initiatives of individuals in Gurage Zone?



1.4. Research Objectives
1.4.1. General objective
To analyse the factors that determine entrepreneurial initiatives of individual from

entrepreneurship ecosystem of Gurage Zone

1.4.2. Specific objectives
¢+ To assess entrepreneurship ecosystem in Gurage Zone

¢+ To investigate effect of each pillars of entrepreneurship ecosystem on

entrepreneurial initiatives of individuals in Gurage Zone.

1.5.  Significance of the Study
Based on my observation, | couldn’t find researches done on entrepreneurship from system

perspectives. Thus this study is expected to pave way for others to research the system
perspective in the future. On the other hand, the study will serve as an input for the
government and development institutions to enhance encouraging entrepreneurship

ecosystem.

1.6.  Scope of the Study
The research aimed at investigating the factors that determine entrepreneurial initiatives of

individual from entrepreneurship ecosystem perspective in Gurage zone. However, the
approach used is Global Entrepreneurship Index (GEI) that does not use other international
entrepreneurship indexing sources. Furthermore, the study is limited to eight selected cities
of Gurage Zone. The main reason for focus on selected cities is that most of the required

infrastructure and other institutional determinants are found only in the town centres.

1.7.  Limitation of the Study
Three important challenges are identified in the course of the study. The first one is related

to getting secondary data for institutional variables. For example there is no local level
calculated scores for economic complex, depths of economy, total time and cost to process
trade license and expenditure for research development. As a result national level scores
were used. Of course the pillar scores under these categories are lowest among other
pillars. The second limitation is related to the above limitation. Most of the time, GEI is
not recommended for local level entrepreneurial ecosystem assessment. But here in this
research is applied for the local level assessment with a certain limitation. To fill this gap, |
put the possible recommendation in the recommendation part. The third limitation is
related to lack of financial resources and time to collect and complete the research with in

the given time period.



1.8.  Organization of the Study
The research paper is organized into five chapters. The first chapter presents the

background of the study including introduction, statement of the problem. Chapter discuss
related literature comprising conceptual and theoretical background of entrepreneurship
and entrepreneurship ecosystem. Chapter three describes methods and material adopted to
conduct the research. Chapter three presents the data and discussion part of the paper. The

last chapter presents the summery, recommendation and conclusion of the paper.



CHAPTER TWO
2. REVIEW OF RELATED LITERATURE

2.1. Definition of Entrepreneurship
Entrepreneurship is an engine for a country’s sustainable development. In turn,

development depends on competitiveness of firms in the country. Consecutively a firm’s
ability of utilizing its competitive advantage depends on capabilities of its entrepreneurs.
As a result entrepreneurship is taken as one of human power (Alvaro , Domingo , &
Salvador , 2007).

There is no universal agreement on the definition of entrepreneurship/entrepreneur.
Etymologically, the term originated from a French word entreprude meaning “to begin
something, undertake”. The term was used to describe an active working person. The term

entrepreneur also refers a person specialist in taking risk.

Conceptually, there is no universally agreed definition. Scholars defined entrepreneurship
differently. Multidimensional nature and involvement of many variables of
entrepreneurship contributed for varied definition of the term. Besides, dramatically
changing business world, market and technology demanded for re-thinking the concept of
entrepreneurship (Anders & Lois , 2005) and (Mehmet, 2012).

Commonly, entrepreneurship is the activity of hunting innovation, starting new business,
persistently continuing in the attitude to jump-start innovation (Mehmet, 2012). According
to Anders & Lois, entrepreneurship is starting a business or organization with the purpose
of profit or non-profit. They underscored on estimating risks and appropriate management
of risks as a basic feature of entrepreneurship. They also augmented social benefit as
important aspects of entrepreneurship beyond monetary profit making (Anders & Lois ,
2005)

Schumpeter defined entrepreneurship as activity of new combination and commercial
application with pursuit of profit. In view of that, an entrepreneur is the one who breaks the
existing combination and recombine its part in a new and profitable manner. Different
from others, Schumpeter came up with the issue of innovation and invention, risk averting
as a characteristic of entrepreneur and creating new in different forms. By invention and
innovation he discussed that invention by itself is not a characteristic of entrepreneur. He

claimed that one can create new combination; however, if it is not commercialized it



cannot be deliberate as entrepreneurship. The invention to be entrepreneurial activity; it
should have a potential of being commercialized and profitability. Henceforth only

commercialized invention is considered as entrepreneurship (Joseph, 1983).

Schumpeter also questioned “what is new?” Accordingly “new” is not always a product or
service. Furthermore it can be the introduction of a new method of production, opening of
new market, the conquest of new sources of supply or raw material or half manufactured
goods (Joseph, 1983) and (Russell & Jason , 2020). He also questioned business ideas that
are not carried out as a product or services. One may have neat and valuable business
ideas. However, idea is cheap and nothing unless otherwise converted to production and
commercialized (Russell & Jason , 2020), (Russell & Jason , 2020) and (Sachin , 2021).

Greatest scholars and practitioners associate entrepreneurship with risk taking. However,
Schumpeter argued that entrepreneur doesn’t tolerate risk. He claims that an entrepreneur
may cost financial cost but need not because of being entrepreneur. It is a result of being
capitalist or possessor of goods. In other words, entrepreneurs begin from zero and well
calculative of cost and benefit and they do not play a game that they are not quite sure to
win (Russell & Jason , 2020).

Schumpeter as well differentiated entrepreneur from business owner. Thus, once an
entrepreneur has established a new combination and own business, it is not a guarantee for
being a lifelong entrepreneur. When he/she lay off continuous recombination and merely
owing and running a business, he/she is a business person but not entrepreneur (Russell &
Jason , 2020). Furthermore he supplements that entrepreneurship as a process of creating
something new with new value. He maintains that a product or service may or may not be

new or unique but values can be added.

The other important point raised by nearly all scholars is that entrepreneurship is
discovering opportunities and utilizing them properly. Entrepreneur is well smart in
discovering opportunities. They don not waste a good crisis (Friederike , 2010). The
entrepreneurial opportunity is an expected and unvalued economic opportunities. The
opportunities are available because different agents have differing ideas on the relative
value and resources when resources are turned from inputs into outputs. The extent of

opportunities depend on the heterogeneity of believes about values of resources.



2.2. Theories of Entrepreneurship
The major theories that explained nature and basis for entrepreneurship are psychological

theories, sociological theories and economic theories. There is also recently developed
theory that argues entrepreneurship as a result of the intertwined effect of psychological,
sociological and economic factors. This theory confers that entrepreneurship as complex

issue that cannot be associated with a single factor (Howard & Donald, 2010).

2.2.1. Psychological Theory
Psychological theory analysed entrepreneurship based on individual traits. Accordingly it

argued that entrepreneurship is a result of individual attributes. Entrepreneurship is a
particular psychological attribute which reinforces to create new venture. As Schumpeter
argued individuals are motivated and driven by the desire for power and independence. He
put the human agent at the centre of the process of economic development and
entrepreneurship. Nonetheless, for him money is not the exclusive motivator (Sachin ,
2021).

The other scholar on the area, McClelland argued that the desire for achievement is the
driving force for entrepreneurship. Achievement as a motivation leads individuals to
develop entrepreneurial behaviour. Thus individuals with high achievement motive tend to
take knee interest in situations of high risk, desire for responsibility and desire for a concert
measure of performance. Overall this theory argued that entrepreneurship is most likely to
emerge where society has sufficient supply of individuals possessing particular
psychological characteristics (Alvaro , Domingo , & Salvador , 2007) and (Andre &
Sepideh , 2019).

2.2.2. Sociological Theories
Sociological theory emphasized on the social environment where entrepreneurial activities

take place. It retained that entrepreneurship most likely emerges under a specific social
culture. Likewise entrepreneurs are goal oriented and have the capacity to adapt to the
changing environment. However, the existing custom, value system, social authorization,
the rigidity of status, difficulty of new idea and exercise of intellectual curiosity determine
the emergence and expansion of entrepreneurship. A social system which drives

opportunities for creative facilities sustenance entrepreneurship (Friederike , 2010)

Max Weber’s social change theory explained that growth of entrepreneurship depends up

on the ethical value system of a society. Consequently, religious believes generate a drive



of entrepreneurial growth. Moreover the theory upholds that the society that accent on
capitalism and money rationality have succeeded to give birth to entrepreneur (Andre &
Sepideh , 2019).

Thomas Cochran’s cultural value theory described societal attributes and role expectations
as the driving force behind entrepreneurship. Conversely, these social attributes and role
expectations are shaped by a particular society. Thus, entrepreneurs’ performance depends
up on his own attitude toward his occupation, the role expectation of social groups and
occupational requirement of the job. Hence entreprenecur represents society’s model

personality (Sachin, 2021).

Cultural theory of B.F.Hoselize associated a dominant culture and cultural marginalization
groups and entrepreneurship. According to the theory, the marginalized groups have two
advantages to be entrepreneur. One, since they are marginalized from the main stream,
they search for a mechanism for survival and adaptation. In such process they are more
likely to invent a new and genuine invention. On the other hand in a society in which the
value of dominant culture doesn’t encourage entrepreneurial activities, the one who is not
part of the dominant culture has opportunity advantage to the entrepreneurship vacuum left
by the dominant group (Anders & Lois , 2005).

Hagen’s theory of entrepreneurship which is known as withdrawal theory basically points
out that a social group which was high-status in the past but lost the status now strives to
regain the previous position. Thus, according to the theory, the process paves way for rise

of entrepreneurship.

2.2.3. Economic Theory of Entrepreneurship
This theory defined entrepreneur as the one who combines resources like labour, material

and other assets, introduce change, innovations and new order for profitable and rewarding
ends. Likewise entrepreneurship emerges in the situation where there is a favourable
particular economic condition like a well-developed market, efficient economic policies
and regulations. According to the theory the driving force for the entrepreneurship is
economic incentives (Friederike , 2010). For example, profit theory of Knight identified
the entrepreneur as recipients of profit. He argued that no entrepreneur will take a risk

unless there is a hope for getting profit.



On the other hand, price adjustment theory presented that the main role of entrepreneur is
price adjustment. After an individual identified the market for product or service is out of
equilibrium, he may purchase or produce at the prevailing price and sell to those who are

preparing to buy at the higher price” (Kristian , 2019)

2.2.4. Integrated Theory
This theory argued that entrepreneurship is a result of multiple and differently integrated

factors. A set of factors pave way to the emergence and development of entrepreneurship.
It challenged associating a single factor for entrepreneurship; rather entrepreneurship is a
function of psychological, social, economic, legal, political, cultural, technological and

natural environmental factors (Sachin , 2021).

The theory led to ecosystem approach for entrepreneurship. As stated earlier, the main
objective of this research is to analyse factors that determine entrepreneurship ecosystem in
Ethiopia. By the term ecosystem, entrepreneurship encompasses multi-dimensional factors

ranging from individual to macro and political factors.

2.3. Related Literature
Entrepreneurship has been a subject for research and academic debate for a long period of

time. From the time of Schumpeter to now, different scholars and practitioners have
forwarded their argument and conducted research on the area. As it is researched and is
area of academic debate, however there is no universally agreed definition of
entrepreneurship. Among the reason for complexity regarding definition of the subject is
its multi-dimensionality. Entrepreneurship involves personal/psychological, cultural,

social, legal, political, technological and natural environment issues (Mehmet, 2012).

Nevertheless, there is agreement on some components of entrepreneurship like personal
trait as a basic drive for entrepreneurship. Most researchers on entrepreneurship focused on
personal traits as driving force. Multi-dimensional effects of factors on performance of
entrepreneurship remain an area not covered in literature (Charles , 2018) and (Jayshree &
R., 2012). The authors also argued that most entrepreneurial ecosystem studies are

qualitative case studies lacking in quantitative research.

There is a tendency of underestimating the influence of external factors and overestimating
internal personal factors (Charles , 2018). Gartner located entrepreneurship in the context

of time and place dynamics since context is important for understanding when, how, and
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why entrepreneurship happens and who become involved (Friederike , 2010). However,

the research was done based on secondary literature and it lacks statistical analysis.

Xiangfei , Haijing , Chenghua, & Alex conducted a longitudinal empirical study on
technology business incubator in China with the aim of identifying key components of
entrepreneurial ecosystem in developing economy. Accordingly, the research analysed
people, technology, capital and infrastructure aspects. However, the research limited to
technology business incubator (Xiangfei , Haijing , Chenghua, & Alex ).

Juliane & Julia investigated the influence of contextual factors on entrepreneurial process.
They argued that existing research neglected the influence of contextual factors on the
entrepreneurship process. Accordingly, they focused on political, legal, economic,
technological, environmental, social and cultural factors. However, the method they

employed is qualitative and lacks quantitative analysis (Juliane & Julia I, 2020).

Similarly, there are other researches done on influence of contextual factors on a certain
industry and area of entrepreneurship process. As far as our knowledge, those researches
done on the area lack either quantitative analysis supported with model or limited to a

certain industry or locality (Xuefang, Xuemei , & Carla, 2019).

Thus this research is designed with the aim of investigating factors that affect the general

entrepreneurship ecosystem ranging from micro level to macro level.

2.4. Entrepreneurship Ecosystems
Entrepreneurial ecosystem is the interaction of different hierarchically independent

stakeholders co-specialized in certain area. The co-specialization may be venture
capitalists, research institutions, different supporting institutions, new ventures, established
businesses, and so on that offer complementary skills and services, and normally depend
on others to accomplish their goals. Hierarchically independent implies that their
interaction is not in the manner of formal order, rather it is random (Zoltan, Laszl6, &
Erkko , 2016).

Entrepreneurial ecosystems are a pool of pillars that again grouped into systems that
contribute for system performance at the ecosystem level. Accordingly, entrepreneurship is
performed by individuals or institutions (that are referred as agent) driven by some kind of
incentives. The second notion is that the agents’ action is shaped by institutional

framework. Third the ecosystem is multifaceted structure in which many elements co-
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operate to produce systems’ performance. Thus the elements are context specific where
one size doesn’t fit for all (Zoltan , Laszl6 , Esteban, & Gabor , 2019).

There are different measurements of entrepreneurship ecosystem of a certain country or
region (Kristian , 2019). One of them is global entrepreneurship Monitor (GEM). GEM
measures density and quantity of entrepreneurship by counting the owner of small
business. The other one is Total Early Stage entrepreneurial activity (TEA) that measures
quantity aspect of entrepreneurship by taking primarily self-employment. Both focus on
quantity aspects of entrepreneurship and lacks describing the qualitative aspects. While
Global Entrepreneurship Index (GEI) measures the quality aspects of entrepreneurship- the
opportunity driven entrepreneurs who generate commercial success. Accordingly, the
definition of entrepreneurship is about high growth, stability and serious job creation. It is
a new way of contextualizing the increasing complexity and interdependent social system
being created. It is concerned with both the abundance and endowment of particular key
factors of production or resources that shapes economic performance and the manner in
which the economic activity is configured or organized, within geographic space (Szerb, et
al., 2018).

Accordingly, considering the possibility of multi-dimensional nature of entrepreneurship
and limitation regarding universally agreed definition of entrepreneurship, GEI defines
entrepreneurship as “the dynamic institutionally embedded interaction between
entrepreneurial attitudes, entrepreneurial abilities and entrepreneurial aspiration by
individuals, which drives the allocation of resources through the creation and operation of
new ventures.” The 3As (attitude, ability, aspiration of individuals) are stand on 14 pillars,
each of which contains individual and institutional variables (Zoltan , Laszl6 , & Ainsley,
The Global Entrepreneurship Index 2018, 2017).

2.4.1. Entrepreneurial Ecosystem Elements

2.4.1.1. Agents

The first component of entrepreneurial ecosystems is agency or entrepreneur that drives the
system. The entrepreneur is someone who makes judgment-based decisions about the
coordination of scarce resources. Here judgment based decision refers resolution based on
individual wise insights unlike the formal decision through correct procedure. It is
important to differentiate two types of entrepreneurial activity: at one end there is the usual

entrepreneurship, at the other extreme there is high growth entrepreneurship. The routine
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entrepreneurship implies the activities involved in coordinating and executing in a well-
established on-going organization/enterprise with clearly defined way. This includes the
self-employment and small business owner. High-impact entrepreneurship involves the
activities compulsory to create new innovative high growth venture aimed at addressing

the market gap that is left by well-established firms (Zoltan , Laszl6 , & Ainsley, 2017).

2.4.1.2. Institutions
The second component of entrepreneurial ecosystems is institutions like economic

institutions including property rights and the presence of effective market frameworks that
rule the game of the market. They are very important since property rights reinforce
individuals to invest in physical or human capital or adopt more efficient technologies.
Economic institutions also moderate resource allocation to their most efficient uses; they
determine who gets profits, revenues and residual rights of control (Zoltan , Laszlo ,
Esteban, & Gabor , 2019).

2.4.1.3. The System
The third component of entrepreneurial ecosystems is the systems. Here systems indicate

interaction of innovations or clusters of innovations that work to produces outputs.
Fundamentally, it is important to comprehend how ecosystem functions. How does an
entrepreneurial ecosystem function? Ecosystem is a functional interaction of different parts
including living and non-living. It is not enough to have a laundry list of the institutions
that might be important: markets, human capital, supports culture, finance and policy.
However, it is mandatory to understand their interaction too (Szerb, et al., 2018).

2.4.1.4. Ecosystem Services
The two important service of entrepreneurial ecosystems are resource allocation towards

productive uses and the innovative, high-growth ventures that drive this process.
Commonly entrepreneurship is associated with opportunity recognition and the need to
assemble resources. However, from a performance perspective the key issue is about
resource allocation from existing activities to new ones. The allocation of resources to
productive uses will result in high growth, high value new firms. The nutrient in the
ecosystem is resources - venture capital. Without nutrients the ecosystem will die (Zoltan ,
Léaszlo , Esteban, & Gabor , 2019).
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2.4.1.5. Ecosystem Management

Ecosystem is a function of myriad of localized interactions between stakeholders.
Accordingly, it is not easy to trace gaps in system performance back to specific, well-
defined market and structural failures that could be addressed in a top-down mode. Thus
ecosystem management is required to administer and enhance ecosystem benefits. (Zoltan
, L&szl6 , & Ainsley, 2017).

Figure 2.1: The Entrepreneurial Ecosystem Configuration

Source: (Zoltan , Léaszl6 , Esteban, & Gébor , 2019)

2.4.2. The 3As of Entrepreneurship Ecosystem
According to GEI, entrepreneurship ecosystem is measured by three-component that

include various characteristics of entrepreneurial attitudes, entrepreneurial abilities, and
entrepreneurial aspirations that take into account the different aspects of the
entrepreneurial ecosystem. However, all three components, called sub-indices, are in

themselves complex measures.

Entrepreneurial attitudes measures a population’s general mental state about recognizing
opportunities, knowing entrepreneurs personally, endowing entrepreneurs with high status,
accepting the risks associated with business start-ups, and having the skills to launch a
business successfully. The references are those individuals who can recognize valuable

business opportunities and have the skills to exploit them; who attach high status to
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entrepreneurs; who can bear and handle start-up risks; who know other entrepreneurs
personally (i.e., have a network or role models); and who can generate future
entrepreneurial activities. Moreover, these people can provide the cultural support,
financial resources, and networking potential to those who are already entrepreneurs or

want to start a business.

Entrepreneurial attitudes are important because they express the general sentiment of the
population toward entrepreneurs and entrepreneurship. Countries need people who can
recognize valuable business opportunities, and who perceive that they have the required
skills to exploit these opportunities. Moreover, if national attitudes toward
entrepreneurship are positive, it will generate cultural support, financial support, and
networking benefits  for  those  who  want to  start businesses.
Entrepreneurial abilities are define as start-ups in the medium- or high-technology sectors
that are initiated by educated entrepreneurs, and launched. It refers the entrepreneurs’
characteristics and those of their businesses. Different types of entrepreneurial abilities can
be distinguished within the realm of new business efforts. Creating businesses may vary by
industry sector, the legal form of organization, and demographics—age, education, etc.

Entrepreneurial aspiration reflects the quality aspects of start-ups and new businesses.
Some people just dislike their currently employment situation and want to be their own
boss, while others want to create the next. Entrepreneurial aspiration is defined as the
early-stage entrepreneur’s effort to introduce new products and/or services, develop new
production processes, penetrate foreign markets, substantially increase their company’s
staff, and finance their business with formal and/or informal venture capital. Product and
process innovation, internationalization, and high growth are considered the key
characteristics of entrepreneurship. Here a finance variable is added to capture the informal
and formal venture capital potential that is vital for innovative start-ups and high-growth

firms.

Each of these three building blocks of entrepreneurship influences the other two. For
example, entrepreneurial attitudes influence entrepreneurial abilities and entrepreneurial
aspirations, while entrepreneurial aspirations and abilities also influence entrepreneurial

attitudes.
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2.4.3. The Fourteen Pillars of the Global Entrepreneurial Index

2.43.1.  Entrepreneurial Attitudes Pillars

Pillar 1: Opportunity Perception. This pillar measures the individual ability to perceive
entrepreneurial opportunities and the conduciveness of the environment to exploit the
perceived opportunities. In other word the pillar measures the individuals’ ability to
perceive the opportunity and the state of property right and the burden of regulations to

utilize the opportunities.

Pillar 2: Start-up Skills. Skill Perception measures the percentage of the population who
believe they have adequate start-up skills (Zoltdn , Laszl6 , & Ainsley, 2017).
Pillar 3: Risk Acceptance. Individual perception and reaction of risk is pivotal for start-up.
Those who are risk averter fear to start new business. Accordingly, risk perception
measures the percentage of the population who do not believe that fear of failure would

prevent them from starting a business.

Pillar 4: Networking. Networking combines an entrepreneur’s personal knowledge with
their ability to connect to others in a country and the whole world. This combination serves
as a proxy for networking, which is also an important ingredient of successful venture
creation and entrepreneurship. Entrepreneurs who have better networks are more
successful, can identify more viable opportunities, and can access more and better
resources. The basic networking potential of a possible entrepreneur is the percentage of
the population who personally know an entrepreneur who started a business within two
years (Know Entrepreneurs). The connectivity variable has two components: One that
measures the urbanization (Urbanization) of the country and the other measuring the
quality of the transport infrastructure (Infrastructure).

Pillar 5: Cultural Support. This pillar is a combined measure of how a country’s
inhabitants view entrepreneurs in terms of status and career choice, and how the level of
corruption in that country affects this view. Without strong cultural support, the best and
brightest do not want to be responsible entrepreneurs, and they decide to enter a traditional
profession. Career Status is the average percentage of the population age 18-64 who say
that entrepreneurship is a good career choice and enjoys high status. The associated
institutional variable measures the level of corruption. High levels of corruption can

undermine the high status and steady career paths of legitimate entrepreneurs.
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2.4.3.2.  Entrepreneurial Abilities Pillars

Pillar 6: Opportunity Start-up. This measures business starters who are motivated by
opportunity but face red tape and tax payment. An entrepreneur’s motivation for starting a
business is an important signal of quality. Opportunity entrepreneurs are believed to be
better prepared, to have superior skills, and to earn more than what we call necessity
entrepreneurs. Opportunity motivation is defined as the percentage of the Total
Entrepreneurial Activity (TEA) businesses started to exploit a good opportunity, to
increase income, or to fulfil personal aims, in contrast to those started by people who have
no other options for work. On the other hand overall effectiveness of the government
services is measured by the good governance variable and the cost of the governance is by
the level of overall taxation (Taxation). The variable is a combination of these two
components, government service quality and costs.

Pillar 7: Technology Absorption. In the modern knowledge economy, information and
communication technologies (ICT) play a crucial role in economic development. Not all
sectors provide the same chances for businesses to survive and or their potential for
growth. The technology level variable is a measure of the businesses that are in technology
sectors. The institutional variable, tech absorption, is a measure of a country’s capacity for
firm-level technology absorption, as reported by the world economic forum. The diffusion
of new technology, and the capability to absorb it, is vital for innovative firms with high
growth potential.

Pillar 8: Human Capital. The prevalence of high-quality human capital is vitally important
for ventures that are highly innovative and require an educated, experienced, and healthy
workforce to continue to grow. An important feature of a venture with high growth
potential is the entrepreneur’s level of education. The educational level variable captures
the quality of entrepreneurs; it is widely held that entrepreneurs with higher education
degrees are more capable and willing to start and manage high-growth businesses. The
labour market possibilities and the capability to easily hire quality employees also have an
impact on business development, innovation, and growth potential. The institutional
variable labour market has two components (labour freedom and staff training). Labour
freedom measures the freedom of the labour from the regulatory perspective and staff
training is a country’s level of investment in business training and employee development.
It can be expected that heavy investment in employees pays off and that training increases

employee quality.
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Pillar 9: Competition. Competition is a measure of a business’s product or market
uniqueness, combined with the market power of existing businesses and business groups
and the effectiveness of anti-monopoly regulation. The variable competitor is defined as
the percentage of TEA businesses that have only a few competitors offering the same
product or service. However, market entry can be prevented or made more difficult if
powerful business groups are dominating the market. The extent of market dominance by a
few business groups is measured by the variable market dominance. The effectiveness of
the regulatory bodies (regulation) could also influence the level of competition in a
country. The competition institutional variable is the combination of regulation and market

dominance.

2.4.3.3.  Entrepreneurial Aspirations Pillars

Pillar 10: Product Innovation. New products play a crucial role in the economy of all
countries. The variable new product is a measure of a country’s potential to generate new
products and to adopt or imitate existing products. In order to quantify the potential for
new product innovation, an institutional variable related to technology and innovation
transfer seems to be relevant. Technology transfer is a complex measure of whether a
business environment allows the application of innovations for developing new products.
Pillar 11: Process Innovation. Applying and/or creating new technology is another
important feature of businesses with high-growth potential. New tech is defined as the
percentage of businesses whose principal underlying technology is less than five years old.
However, most entrepreneurial businesses do not just apply new technology, they create it.
The problem is similar to the new product variable: whereas many businesses in
developing countries may apply the latest technology, they tend to buy or copy it. An
appropriate institutional variable applied here is complex measure combining research and
development (R&D), the quality of scientific institutions in a country (scientific
institutions) and the availability of scientists and engineers (availability of scientist). Gross
Domestic Expenditure on Research and Development (GERD) is budget allocated for
R&D percentage of GDP. While R&D alone does not guarantee successful growth, it is
clear that, without systematic research activity, the development and the implementation of
new technologies and therefore future growth will be inhibited. The science institutional
variable combines together R&D potential with physical scientific infrastructure and

science oriented human capital.
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Pillar 12: High Growth. High Growth is a combined measure of the percentage of high-
growth businesses that intend to employ at least 10 people and plan to grow more than 50
percent in five years (gazelle variable) with business strategy sophistication (business
strategy variable) and venture capital financing possibility (venture capital). It might be
argued that a shortcoming of the gazelle variable is that growth is not an actual but an
expected rate. However, a measure of expected growth is in fact a more appropriate
measure of aspiration than a measure of realized growth. Business strategy refers to “the
ability of companies to pursue distinctive strategies, which involves differentiated
positioning and innovative means of production and service delivery.” High growth
combines high growth potential with a sophisticated strategy and growth specific venture

capital finance.

Pillar 13: Internationalization. Internationalization is believed to be a major determinant of
growth. A widely applied proxy for internationalization is exporting. Exporting demands
capabilities beyond those needed by businesses that produce only for domestic markets.
However, the institutional dimension is also important; a country’s openness to
international entrepreneurs that is the potential for internationalization can be estimated by
its degree of complexity. The complexity of an economy is related to the multiplicity of
useful knowledge embedded in it. Because individuals are limited in what they know, the
only way societies can expand their knowledge base is by facilitating the interaction of
individuals in increasingly complex networks in order to make products. We can measure
economic complexity by the mix of these products that countries are able to make. The
internationalization pillar is designed to capture the degree to which a country’s
entrepreneurs are internationalized, as measured by the exporting potential of businesses,
controlling for the extent to which the country is able to produce complex products.
Pillar 14: Risk Capital. The availability of risk finance, particularly equity rather than debt,
is an essential precondition for fulfilling entrepreneurial aspirations that are beyond an
individual entrepreneur’s personal financial resources. Here two kinds of finance, the
informal investment (informal investment) and the institutional depth of capital market
(DCM) are combined. Informal investment is defined as the percentage of informal
investors in the population age 18-64, multiplied by the average size of individuals’
investment in other people’s new businesses. While the rate of informal investment is high
in factor-driven economies, the amount of informal investment is considerably larger in

efficiency and innovation driven countries; combining them balances these two effects.
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Our institutional variable here is DCM, one of the six sub-indices of the venture capital and
private equity index. This variable is a complex measure of the size and liquidity of the
stock market, level of IPO, M&A, and debt and credit market activity, which encompass

seven aspects of a country’s debt and capital market.

Table 2.1. The structure of the new Global Entrepreneurship Index (GEI)
Sub-indexes Sub-indexes Pillars Sub-indexes Pillars Variables (ind./inst.)

Pillars Variables  Variables (ind./inst.)
(ind./inst.)

ATTITUDES OPPORTUNITY OPPORTUNITY RECOGNITION®
SUB-INDEX PERCEPTION FREEDOM (ECONOMIC FREEDOM *PROPERTY?
RIGHTS)
STARTUP SKILLS SKILL PERCEPTION
EDUCATION (TERTIARY EDUCATION*QUALITY OF
EDUCATION)
RISK ACCEPTANCE  RISK PERCEPTION
COUNTRY RISK
NETWORKING NETWORKING
KNOW ENTREPRENEURS
CULTURAL CAREER STATUS
SUPPORT CORRUPTION
ABILITIES OPPORTUNITY OPPORTUNITY MOTIVATION
ST STARTUP GOVERNANCE (TAXATION*GOOD GOVERNANCE)
TECHNOLOGY TECHNOLOGY LEVEL
ABSORPTION TECHNOLOGY ABSORPTION
HUMAN CAPITAL  EDUCATIONAL LEVEL
LABOR MARKET (STAFF TRAINING*LABOUR
FREEDOM)
COMPETITION COMPETITORS
COMPETITORS COMPETETIVNESS (MARKET
DOMINANCE*REGULATION)
ASPIRATION PRODUCT NEW PRODUCT
S INNOVATION TECH TRANSFER
PROCESS NEW TECHLOLOGY
INNOVATION SCIENCE (GERD*((AVERAGEQUALITY OF

SCIENTIFICAL INSTITUTIONS
+AVAILABILITY OF SCIENTISTS AND
ENGENEERS))

HIGH GROWTH GAZELLE
FINANCE AND STRATEGY (VENTURE
CAPITAL*BUSINESS

INTERNATIONALIZ ~ EXPORT

ATION ECONOMIC COMPLEXITY

RISK CAPITAL INFORMAL INVESTMENT
DEPTH OF CAPITAL MARKET

Source: (Zoltan , Laszl6 , Esteban, & Gabor , 2019)

YIndividual variables are coloured with white background while institutional ones with light blue
background (Zoltan, Laszl6 , Esteban, & Gabor, 2019).
2 The star represents multiplication
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Table 2.2. The Description of The GEI Index Pillars

Pillar Name
Opportunity
Perception
Start-up Skills

Risk
Acceptance

Networking
Cultural
Support
Opportunity
Start-up
Technology

Absorption

Human Capital

Competition

Product
Innovation
Process
Innovation

High Growth

Internationalizat
ion

Risk Capital

Description

Opportunity Perception refers to the entrepreneurial opportunity perception
potential of the population and weights this against the freedom of the country
and property rights

Start-up Skill captures the perception of start-up skills in the population and
weights this aspect with the quality of education

Risk Acceptance captures the inhibiting effect of fear of failure of the
population on entrepreneurial action combined with a measure of the country’s
risk.

This pillar combines two aspects of Networking: (1) a proxy of the ability of
potential and active entrepreneurs to access and mobilize opportunities and
resources and (2) the ease of access to reach each other.

The Cultural Support pillar combines how positively a given country’s
inhabitants view entrepreneurs in terms of status and career choice and how the
level of corruption in that country affects this view.

The Opportunity Start-up pillar captures the prevalence of individuals who
pursue potentially better quality opportunity-driven start-ups (as opposed to
necessity-driven start-ups) weighted with the combined effect of taxation and
government quality of services.

The Technology Absorption pillar reflects the technology-intensity of a
country’s start-up activity combined with a country’s capacity for firm-level
technology absorption.

The Human Capital pillar captures the quality of entrepreneurs as weighing the
percentage of start-ups founded by individuals with higher than secondary
education with a qualitative measure of the propensity of firms in a given
country to train their staff combined with the freedom of the labour market.
The Competition pillar measures the level of the product or market uniqueness
of start-ups combined with the market power of existing businesses and
business groups as well as with the effectiveness of competitive regulation.
The Product Innovation pillar captures the tendency of entrepreneurial firms to
create new products weighted by the technology transfer capacity of a country.
The Process Innovation pillar captures the use of new technologies by start-ups
combined with the Gross Domestic Expenditure on Research and Development
(GERD) and the potential of a country to conduct applied research.

The High Growth pillar is a combined measure of (1) the percentage of high-
growth businesses that intend to employ at least ten people and plan to grow
more than 50 percent in five years (2) the availability of venture capital and (3)
business strategy sophistication.

The Internationalization pillar captures the degree to which a country’s
entrepreneurs are internationalized, as measured by businesses’ exporting
potential weighted by the level of economic complexity of the country.

The Risk Capital pillar combines two measures of finance: informal investment
in start-ups and a measure of the depth of the capital market. Availability of risk
capital is to fulfil growth aspirations.

Source: (Zoltan , Laszl6 , Esteban, & Gabor , 2019)
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Table 2.3. The Description of the Individual Variables Used in the GEI

Opportunity
Recognition

Skill Perception
Risk Perception
Know
Entrepreneurs
Career*

Status*

Career Status
Opportunity
Motivation
Technology Level
Educational Level
Competitors

New Product
New Technology

Gazelle

Export

Informal Investment

Business Angel

Informal Investment

The percentage of the 18-64 aged population recognizing good
conditions to start business next 6 months in area he/she lives,
The percentage of the 18-64 aged population claiming to possess
the required knowledge/skills to start business

The percentage of the 18-64 aged population stating that the fear of
failure would not prevent starting a business

The percentage of the 18-64 aged population knowing someone
who started a business in the past 2 years

The percentage of the 18-64 aged population saying that people
consider starting business as good career choice

The percentage of the 18-64 aged population thinking that people
attach high status to successful entrepreneurs

The status and respect of entrepreneurs calculated as the average of
Career and Status

Percentage of the TEA businesses initiated because of opportunity
start up motive

Percentage of the TEA businesses that are active in technology
sectors (high or medium)

Percentage of the TEA businesses owner/managers having
participated over secondary education

Percentage of the TEA businesses started in those markets where
not many businesses offer the same product

Percentage of the TEA businesses offering products that are new to
at least some of the customers

Percentage of the TEA businesses using new technology that is
less than 5 years old average (including 1 year)

Percentage of the TEA businesses having high job expectation
average (over 10 more employees and 50% in 5 years)

Percentage of the TEA businesses where at least some customers
are outside country (over 1%)

The mean amount of 3-year informal investment

The percentage of the population aged 18-64 who provided funds
for new business in past 3 years, excluding stocks and funds,
average

The amount of informal investment calculated as Informal
investment mean*Business Angel

Source: (Zoltan , Laszl6 , Esteban, & Gébor , 2019)
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Table 2.4. The Description and Source of the Institutional Indicators and Variables

Used in the GEI
Institutional VVariable/i

Economic Freedom*

Property Rights*

Freedom and Property
Tertiary Education*

Quality of Education*
Education

Country Risk
Urbanization*
Infrastructure*

Connectivity
Corruption

Taxation*

Good
Governance*
Tax governs

Tech Absorption
Labour Freedom*

Staff Training*
Labour Market
Regulation*

Market Dominance*
Comp regulation
Technology
Transfer

Description

“Business freedom is a quantitative measure of the ability to start,
operate, and close a business that represents the overall burden of
regulation, as well as the efficiency of government in the regulatory
process.

“The property rights component is an assessment of the ability of
individuals to accumulate private property, secured by clear laws that are
fully enforced by the state.

Economic Freedom x Property Rights

Gross enrolment ratio in tertiary education

Refers the quality of math and science education

Tertiary Education x Quality of Education

The country risk classifications are meant to reflect country risk.

It is the percentage of the population living in urban areas.

Refers extensive and efficient infrastructure that is critical for ensuring
the effective functioning of the economy.”

Urbanization x Infrastructure

Measured by the perceived level of public-sector corruption in a
country/a given area.

Addresses the taxes and mandatory contributions that a medium size
company must pay or withhold in a given year, as well as measures the
administrative burden in paying taxes.

The capacity of the government to effectively formulate and implement
sound policies

Measures the effectiveness of using the taxes by combining together the
level of the tax by the quality of government services, Taxation x Good
Governance

The extent to businesses adopt the latest technologies

Measures the freedom of the labour as “(...) that considers various
aspects of the legal and regulatory framework of a country’s labour
market, including regulations concerning minimum wages, laws
inhibiting layoffs, severance requirements, and measurable regulatory
restraints on hiring and hours worked.

The extent of staff training of companies

Labour Freedom * Staff Training

Effectiveness of anti-monopoly policy at ensuring fair competition
Extent of market dominance characterize with corporate activity
Regulation x Market Dominance

A complex measure of innovation including investment in research and
development (R&D) by the private sector, the presence of high quality
scientific research institutions and the collaboration in research between
universities and industry, and the protection of intellectual property.
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GERD*

Scientific Institutions*

Availability of Scientist*

Science
Venture Capital*

Business Strategy*

Finance and Strategy

Economic complexity

Depth of Capital Market

Gross domestic expenditure on Research & Development (GERD) as a
percentage of GDP
Quality of scientific research institutions.

Availability of scientists and engineers

GERD x Average of Scientific Institutions and Availability of Scientist
Venture capital availability measuring easiness for start-up entrepreneurs
with innovative but risky projects to obtain equity funding

Refers to the ability of companies to pursue distinctive strategies, which
involves differentiated positioning and innovative means of production
and service delivery.

Venture Capital x Business Strategy

The complexity of an economy is related to the multiplicity of useful
knowledge embedded in it. Because individuals are limited in what they
know, the only way societies can expand their knowledge base is by
facilitating the interaction of individuals in increasingly complex
networks in order to make products. We can measure economic
complexity by the mix of these products that countries are able to make

This variable is a complex measure of the size and liquidity of the stock
market, level of IPO, M&A and debt and credit market activity.

Source: (Zoltan , LaszI6 , Esteban, & Géabor , 2019)
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CHAPTER THREE
3. RESEARCH METHODOLOGY

3.1.  Research Design
The research combined both descriptive and explanatory design. The descriptive part

detailed general entrepreneurial ecosystem of Gurage Zone by using Global
Entrepreneurship Index (GEI) method and descriptive statistic. In the explanatory part, by
taking the entrepreneurial initiative of individuals as a central issue in the larger ecosystem,
initiative determining factors were analysed. Hence, the dependent variable entrepreneurial
initiative of individuals was assessed by a single questionnaire and the independent
variables (both individual and environmental factors) were assessed by using about 32

questionnaires.

3.2.  The Study Area
The study conducted in the Gurage Zone consisting of sixteen Woreda and five city

administrations. For the purpose of this study only city centres were targeted. The main
reason for special focus on city centre is that most of entrepreneurship ecosystem
particularly institutional factors are more or less exhibited in the city centres. Also it is
difficult to discuss entrepreneurship in relation to rural areas because of negative situation
that relates to human capital and social capital in rural areas. Unfavourable rural situation
like lack of critical economic mass; geographical isolation and remoteness; small number
of economic support organizations in the area; lack of financial capital; higher cost of
bringing in business; less skilled workforce; general lack of social capital, including
contacts and relationships have a negative impact on the entrepreneurship development of
rural regions (Kusio & Fiore, 2022). Thus, the research conducted in eight city towns. The
target population for the study is adult groups or working groups between the ages of 18-
64. Accordingly, the population size of the study group is 124,530.7. From the total
population 64, 056.52277 are male and 60, 474.188 are females (Gurage Zone Plan
Commission Office, 2022).

3.3.  Sample Size and Sampling Procedure
The researcher used simple random sampling method. In the zone there are 16 cities

centres. Among these eight city centres were taken randomly. These are Wolkite, Butajira,
Emdibir, Agena, Ensino, Gunchire and Bue. The total population in these city centres is
124,530.7108. To draw the sample size, the researcher used Cochran’s method of sample
size determination method. Accordingly, the sample size is 392. Then the total sample size
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divided into each eight city centres proportionally. To draw each respondent the researcher

used convenience sampling to collect the data from the sample since getting a sample

frame is impossible.

72

2p+q _ 1.96%1.96%0.5+0.5

no = 2

Where, z« is a 95 percent confidence interval, which will be 1.96
2

P is proportion of success, which is 0.5, and g will be 1-p

d is the level of precision, which is 0.05.

0.052

= 384.16 = 385

to calculate the final sample size with population correction we used the formula given

below,

n =

n, _ 385
o—1D . (385-1D
1+—x 1+ 3567445

Where n signifies the sample size

N signifies the population under study

Accordingly, the actual sample size for this study is 385, but when figures are round up it

= 384.96 = 385

is 392
Table 3.1. Proportional distribution of the sample is shown below

No | City 2014 Proport | Sam | Sex ratio Sample Ratio | Final
Administr ion ple Among sex Sampl
ation e size

M F T CIT 383 |MIT |FIT |M |F

1 | Agena 1,454 1,865 | 3,319 0.02 10 044 | 056 |4 6 10

2 | Eniseno 5,215 4,859 | 10,074 0.07 28 052 |048 |15 14 29

3 | Arkit 1,061 1,395 | 2,456 0.02 7 043 | 057 |3 4 7

4 | Wolkite 26,033 | 21,699 | 47,732 | 0.34 131 | 054 |046 |72 |60 132

5 | Butajira 20,592 19,501 | 40,093 0.29 110 051 | 049 |57 |54 111

6 | Emdibir 7,273 8,259 | 15,532 |0.11 43 047 | 053 |20 |23 43

7 | Bue 5,278 5,153 | 10,431 | 0.05 29 051 [049 |15 |15 30

8 | Gunchire 4,881 5,862 | 10,743 0.08 30 045 | 055 |14 |16 30
Total 71,787 68,593 | 140,380 |1 389 051 | 0.49 200 | 192 392

3.4. Data Sources

Primary and secondary sources were extensively utilized. The primary data was collected

using structured questionnaires. The content of questionnaires was related to measuring
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individual and institutional components that measure entrepreneurship ecosystem. The
questioners were internationally standardized that derived from global entrepreneurship
monitor, global competitiveness index, World Bank and World economic forum.
Secondary sources were collected from different international indexing organizations and

from Gurage Zone Plan sector.

3.5. Data Analysis
The researcher used descriptive statistics analysis, correlation analysis and binary logistic

regression. To achieve the first objective the researcher employed GEI method by which
the general entrepreneurship ecosystem and the result of each pillars and the 3As
discussed. To examine the closeness of relationship between entrepreneurial initiatives of
individuals and entrepreneurial ecosystem (individual and institutional factors) the
researcher used binary logistic regression model. The model is described with equation
below. The data analysed by using SPSS version 23 ( William , 1977) and excel.

The relationship between the independent and dependent variables is not a linear function
in logistic regression; instead the logistic regression function which is the logit
transformation of the success probability is used. Consider a collection of k independent
variables denoted by the vector X' = (Xy,X,, ..., Xk ). Then the conditional probability
that i™h dependent variable has been affected by the given vector of independent
variables X; is denoted by P(y =1 /X) = n(X). Then, the logistic regression model for
explaining data is given by;

exp(Bo+PB1X1 + B2Xy + o+ + BrXk)
1+ exp(Bo+B1X; + B2Xy + -+ + BiXk)

n(X) =

Then, the logit or log-odds of having y=1 is modeled as a linear function of the explanatory
variables as:

m(X)

1— T[(X)) = BO+81X1 + BZXZ + -+ kak; o< T[(X) <1

logit(n(X)) = log(

Where, 3, is a constant of the equation and 34, ... Bx are the coefficients of the predictor
variables. The estimated logistic coefficient B;’s are interpreted as the change in the log-
odds for every unit increase or decrease (depending on the variable change in X;) holding

other predictors constant (Alan, 2019).

27



3.6.  Ethical Issues
To adhere to the ethics of the research method and the academic community, all sources

used in this research have been cited. For data gathering, a permission letter was collected
from the concerned institution. During the data gathering, the informed consent of the

participants was requested.
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CHAPTER FOUR
4. RESULTS AND DISCUSSION

4.1. Demographic Variables
In total 392 participated in the study. Of these, 250 (63.8%) are males and 142 (36.2%) are

females. Entrepreneurial initiatives participants across gender, 50% of males do have
entrepreneurial initiatives and 50% of males don’t have. While 46.5% of females do have
entrepreneurial initiatives and 53.5% of males don’t have (table 5). Ethnic composition of
the respondents is 79.8%, 9.2%, 6.4% and 4.6% Gurage, Amhara, Oromo and others
respectively. An entrepreneurial initiative across ethnicity is almost similar that nearly 50%
do have entrepreneurial initiatives and 50% don’t have from each ethnicity. The other

demographic variables can be described similarly based on table 5

Table 4.1. Demographic Variables Summery

Initiatives
Variable Categories Count (%) | Yes (%) | No (%)
Male 250(63.8) 50 50
Sex Female 142(36.2) 46.5 535
Guraghe 313(79.8) 48.6 514
Ambhara 36(9.2) 52.8 47.2
Oromo 25(6.4) 44 56
Ethnicity Others 18(4.6) 50 50
Orthodox 180(45.9) 53.9 46.1
Muslim 131(33.4) 46.6 53.4
Protestant 62(15.8) 37.1 62.9
Religion Catholic 18(4.6) 50 50
Others 1(0.3) 0.3 0
Married 199(50.8) 47.2 52.8
Single 170(43.4) 51.8 48.2
Divorced 8(2) 37.5 62.5
Marital Status Widowed 12(3.1) 50 50
Illiterate 16(4.4) 37.5 62.5
Elementary 32 (8.2) 31.2 68.8
Secondary 80 (20.4) 48.8 51.2
Preparatory 76(19.4) 39.5 60.5
Diploma 60 (15.3) 50 50
Degree &
Educational Status | above 128)32.7 59.4 40.6

Sources: Own Survey (2023)




4.2.  Descriptive Summary of Age

The mean age of the respondents’ is 30.03 with a minimum age of 18 and 65 maximum

age. The median age is 28 with standard deviation of 8.172

Table 4.2. Descriptive Summery of Age

Mean Median Std. Deviation Minimum  Maximum
30.03 28 8.172 18 65

Sources: Own Survey (2023)

4.3. Individual Variables and Entrepreneurial Initiatives
From the participants 170 (43.4%) have better opportunities recognition ability and the rest

222 (56.6%) don’t have. From those who better recognize opportunities 33.5% do have
entrepreneurial initiatives and 66.5% don’t have entrepreneurial initiatives. Among those
who don’t recognize entrepreneurial opportunities 60.4% do have entrepreneurial
initiatives and 39.6 don’t have entrepreneurial initiatives. From the respondents, 349 (89%)
perceives that they do have knowledge and skill to run their own business. Of these 49.9 %
do have entrepreneurial initiatives and 50.1 don’t have entrepreneurial initiatives. The rest
43 (11%) of the respondents believe that they don’t have the necessary skill and knowledge
to start and run their own business. Among this category, 39.5% do have entrepreneurial

initiatives and 60.5 don’t have entrepreneurial initiatives.
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Table 4.3. Individual Variables and Entrepreneurial Initiatives

Variables Categories Count (%) Initiative
Yes (%) No (%)
Opportunity recognition Yes 170 (43.4) 33.5 66.5
No 222(56.6) 60.4 39.6
Skill perception Yes 349(89) 49.9 50.1
No 43(11) 39.5 60.5
Risk perception Yes 139(35.5) 46.6 55.4
No 253(64.5) 51 49
Yes 77(19.6) 29.9 70.1
Network No 315(80.4) 53.3 46.7
Career Choice Yes 349(89) 51.9 48.1
No 43(11) 23.3 76.7
Status and respect Yes 311(79.3) 55.9 44.1
No 81(20.7) 21 79
Motivation Take advantage 176(44.9) 63.1 36.9
No better choice 139(35.5) 34.5 65.5
Both 77(19.6) 41.6 58.4
Technology High 44(11.2) 61.4 38.6
Medium 172(43.9) 48.3 51.7
Low 176(44.9) 46 54
Products/services Many 152(38.8) 50.7 49.3
Few 164(41.8) 48.4 50.6
No 76(19.4) 43.3 56.6
Product nobility All 40(10.2 50 50
Some 215(54.8) 49.3 50.7
None 137(34.9) 47.4 52.6
Duration of technology >5 214(54.6) 46.7 53.3
use/year 1-5 133(33.9) 52.6 47.4
<1 45(11.5) 46.7 53.3
Job created No 276(70.4) 44.6 55.4
1-9 113(28.8) 58.4 41.6
>10 3(0.8) 66.7 33.3
Job expected No 292(74.5) 42.1 57.9
1-4 46(11.7) 69.6 30.4
>5 54(13.8) 66.7 33.3
Export >90 23(5.9) 52.2 47.8
76-90 8(2) 375 62.5
51-75 13(3.3) 61.5 38.5
26-50 3(0.8) 66.7 33.3
11-25 3(0.8) 66.7 33.3
10 or <10 15(3.8) 26.7 73.3
None 327(83.4) 48.9 51.1
Business angel Yes 89(22.7) 51.7 48.3
No 303(77.3) 47.9 52.1
Informal Investment No 363(92.6) 47.4 52.6
>2000 29(7.4) 65.5 34.5

Sources: Own Survey (2023)
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4.4. Institutional Variables and Entrepreneurial Initiatives
Almost all the respondents evaluated the easiness of regulation/producers related with

trade license, accounting reporting and the like as difficult. From this 48.7% do have
entrepreneurial initiatives and the rest 51.3 don’t have. When the respondents evaluated the
extent of property rights protection, including financial assets, 192 (49%) of rated the
protection as low and 104 (26.5%) as moderate/some extent and 96 (24.5%) as high /many
extent. Among those who rated the property right protection system is low, 59.9 % have

entrepreneurial initiatives and 40.1% don’t have entrepreneurial initiatives.

32



Table 4.4. Institutional Variables and Entrepreneurial Initiatives

Variable Categories Count (%) Initiative
Yes (%) | No (%)
Economic Freedom Difficult 392(100) 48.7 51.3
Moderate 0 0 0
Easy 0 0 0
Property Right Low extent 192(49) 59.9 40.1
Some extent 104(26.5) |45.2 54.8
Many extent 96(24.5 30.2 69.8
Quality of Education Poor 285(72.7) | 44.9 55.1
Fair 67(17.1) 55.2 44.8
Good 40(10.2) 65 35
Poor 342(87.2) |45 55
Fair 39(9.9) 71.8 28.2
Infrastructure Good 11(2.8) 81.8 18.2
Corruption Weak 325(82.9) |52.9 47.1
Strong 67(17.1) 28.4 71.6
Governance High 93(23.7) 72 28
Fair 201(51.3) [41.3 58.7
Low 98(25) 41.8 58.2
Staff Training Low 251(64) 57 43
Moderate 75(19.1) 41.3 58.7
High 66(16.8) 25.8 74.2
Labour Low 251(64) 48.6 51.4
Moderate 110(28.1) |46.4 53.6
High 31(7.9) 48.7 51.3
Regulation Fairly ineffective | 298(76) 44.3 55.7
Effective 10(2.6) 30 70
Fairly ineffective | 84(21.4) 66.7 33.3
Corporate activities A few 328(84.8) |48.8 51.2
Few 27(7) 48.1 51.9
Single 32(8.3) 50 50
Quality of scientific Poor 355(90.6) |47.9 52.1
research Fair 24(6.1) 62.5 375
Good 13(3.3) 46.2 53.8
Scientist & engineers Low 211(53.8) | 43.6 56.4
availability Fair 53(13.5) 60.4 39.6
High 128(32.7) |52.3 47.7
Venture capital Difficult 297(75.8) |45.8 54.2
Fair 44(11.2) 36.4 63.6
Easy 51(13) 76.5 23.5
Business strategy Low 168(42.9) |48.8 51.2
Fair 105(26.8) | 48.6 51.4
High 119(30.4) |48.7 51.3

Sources: Own Survey (2023)
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4.5. Inferential Analysis
The cross tabulation used to identify the candidate variables for binary logistic regression

analysis. Variables with P-values less than 0.05 were selected for multiple logistic
regression analysis. Accordingly, the cross tabulation indicates that opportunity perception,
knowing entrepreneurs, career choice, attaching high status, opportunity motivation, job
created and job expected from individual variables and property right, education right,
infrastructure, corruption, good governance, staff training, regulation and availability of
venture capital from institutional variables of entrepreneurship ecosystem are significantly

associated with entrepreneurship initiatives.

4.5.1. Entrepreneurship Initiatives and Individual VVariables of Entrepreneurial
Ecosystem

Table 4.5. Cross tabulation between entrepreneurship initiatives and corresponding
individual variables of entrepreneurial ecosystem

Variable Chi-square df Sig.

Opportunity Perception 27.671 1 0.000
Skill Perception 1.628 1 0.202
Risk Perception 1.460 1 0.227
Know Entrepreneurs 13.600 1 0.000
Career 12.508 1 0.000
Status 31.359 1 0.000
Opportunity Motivation 16.571 1 0.000
Technology Level 2.420 1 0.120
Competitors 0.909 1 0.340
New Product 0.134 1 0.715
New Technology 0.240 1 0.624
Job created 6.488 1 0.011
Job expected 16.622 1 0.000
Export 0.143 1 0.706
Business Angel 0.403 1 0.526
Informal Investment 3.526 1 0.060

Sources: Own Survey (2023)

34



4.5.2. Entrepreneurship Initiatives and Institutional VVariables of Entrepreneurial
Ecosystem

Table 4.6. Cross tabulation between entrepreneurship initiatives and corresponding
institutional variables of entrepreneurial ecosystem

\Variable Chi-square |Df Sig.

Property Right 23.224 1 0.000
Education Quality 7.012 1 0.008
Infrastructure 14.392 1 0.000
Corruption 13.382 1 0.000
Good Governance 16.908 1 0.000
Staff training 22.351 1 0.000
Labour Market 0.257 1 0.612
Regulation 12.033 1 0.001
Market Dominance 0.009 1 0.923
Scientific institute 0399 1 0.528
Availability of Scientists 2.962 1 0.085
Venture Capital 10.777 1 0.001
Business Strategy 0.00 1 0.988

Sources: Own Survey (2023)

4.5.3. Hosmer and Lemeshow Test of Individual variables of Entrepreneurship
Ecosystem

Table 4.7. Hosmer and Lemeshow Test of Individual variables of Entrepreneurship
Ecosystem

Step Chi-square df Sig.
1 4.952 8 .763

Sources: Own Survey (2023)
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4.5.4. Multiple binary logistic regression Results for the associations between

initiative and individual variables

Table 4.8. Multiple binary logistic regression results for the associations between
entrepreneurship initiatives and corresponding individual variables of

entrepreneurial ecosystem
Variable Categories |B S.E. |Wald |[df |Sig. |AOR |95% C.l.for EXP(B)
Lower Upper
Opportunity Yes .658 |.268 {6.019 |1 |[.014* |1.930 |1.141 3.265
Perception No (Ref.)
Know Entrepreneurs | Yes .695 |.305(5.184 |1 |[.023* |2.004 |1.102 3.644
No(Ref.)
Career Yes 1.002 |.430 |{5.429 |1 |.020* |2.724 |1.173 6.329
No(Ref.)
Status Yes 927 |.366 {6.399 |1 |[.011* |2.527 |1.232 5.182
No(Ref.)
Opportunity Advantage 15.063 |2 |.001*
Motivation Nochoice |.731 |.309 |5587 |1 |.018* |.482 |.263 883
Both 243 |.320 | .577 1 |.447 |1.275 |.681 2.386
Job created No job A17 2 1.943
1-9 persons |-.067 |.311 |.047 1 |.829 |.935 |.508 1.721
10 and more |.297 |1.36 |.047 1 |.828 |1.345 |.092 19.572
persons 6
Job expected No job 9.863 |2 |.007*
1-4 persons |.985 |.437 |5.085 |1 |.024* |2.678 |1.138 6.306
5and more |-.097 |.513 |.036 1 |.850 |.907 |.332 2.478
Constant -1.824|.468 |15.153 |1 |.000 |.161

Sources: Own Survey (2023)

The logistic model revealed that opportunity perception, knowing entrepreneurs, career

choice, attaching high status, opportunity motivation and job expectation are significantly

associated with entrepreneurial initiatives. Subsequently, the odds of those people

recognizing good conditions to start business in next six months in the area where they live

have 1.93 times more initiative to start new business (to be entrepreneur) than those who

couldn’t recognize better conditions to start business in the next six months. Similarly

people who know someone who started a business in the past two years (those who have
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network) are two times more initiated to start new business (to be entrepreneur) than those
people who don’t know someone who started a business in the past two years.

According to the result, people who consider starting business as good career choice have
2.7 times more initiation to start new business (to be entrepreneur) than who don’t consider
starting business as good career choice. Similarly, people who believe that the society in
which they live attach high status to successful entrepreneurs have 2.5 times more
initiatives to entrepreneurship than those who believe that the society in which they live

don’t attach high status to successful entrepreneurs.

The result also demonstrates that total early business activities that involved in new
business start-up because they have no better choices for work are 51.8% less likely to be
initiated to start new business (to be entrepreneur) than those who involved in new
business start-up to take advantage of a business opportunity. Moreover, total early
businesses activities that have high job expectation have 2.7 times more initiatives to

entrepreneurship than those having no job expectation.

45.5. Hosmer and Lemeshow Test of Institutional VVariable

Table 4.9. Hosmer and Lemeshow Test of Institutional Variable

Step | Chi-square | Df Sig.

1 13.208 8 105
Sources: Own Survey (2023)

The Hosmer and Lemeshow Test for individual and institutional variables indicates that the
P-value is greater than 0.05 and that the null hypothesis is rejected so that the logistic
model fits the data well (table 11 and 13).
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4.5.6. Binary logistic regression results for the associations between initiative and
institutional variables

Table 4.10. Binary logistic regression results for the associations between initiation
and corresponding institutional variables of entrepreneurial ecosystem

Variable Categories B SEE. |Wald |df |Sig. [AOR |95% C.l.for
EXP(B)
Lower |Upper

Property Right Low extent 9699 |2 |.008

(Ref)

Fair 400 |.286 [1.945 |1 163 [1.491 |.850 2.614

High extent 1.056 |.346 [9.323 |1 002 [2875 [1.460 |5.664
Quality of Education |Poor (Ref) 050 |2 |.975

Fair .086 |.446 |.037 1 847 |1.090 455 2.613

Good 112|513 |.048 1 827 |1.119 410 3.055
Infrastructure Poor (Ref) 10.007 |2 |.007

Fair 1.960 |.915 |4.588 1 .032 |7.097 1.181 |42.646

Good 844 1.994 |.721 1 396 [2.326 |.331 16.333
Corruption Weak (Ref)

Strong 1128 |.354 |10.142 |1 001 [3.090 [1543 |[6.186
Good Governance  |[High(Ref) 27.807 |2 .000

Fair -1.711|.384 |19.832 |1 .000 |.181 .085 .384

Low .088 |.293 |.090 1 764 |1.092 .615 1.941
Staff training Low(Ref) 10500 |2 |.000

Moderate 617 |.310 [3.964 |1 046 [1.853 |1.010  |3.399

High 1.741 |.409 |18.146 |1 000 |[5.705 [2560 [12.713
Regulation Fairly 10.370 (2 |.006

Ineffective(Ref)

Effective 1.069 |.354 [9.144 |1 .002 (2913 |1.457 |5.827

Fairly effective |1.663 |.879 |3.577 1 .059 |5.273 941 29.531
Venture Capital Difficult(Ref) 8535 |2 |.014
Availability Fair 1.040 |.454 |5.256 1 022 12.829 1.163 |[6.884

Easy 1.612 |.556 |8.412 1 .004 |5.013 1.687 14.901
Constant -.336 [1.129 |.088 1 766 |.715

Sources: Own Survey (2023)

The logistic model for the association between entrepreneurship initiatives and institutional
variables of entrepreneurship ecosystem uncovers that property right; infrastructure, the
public corruption perception, good governance, staff training, effectiveness of anti-
monopoly policy (regulation) and venture capital availability are significantly correlated

with entrepreneurship initiative. In view of that those people who assume that property
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right is protected at high extent in their area have 2.875 times more probability to be
initiated for entrepreneurship than those who supposes that property rights protection in

their area is at low extent controlling other variables constant in the model.

Those who think that the general state of infrastructure (e.g., transport, communications,
and energy) in their city is fair have 7.097 times more initiation for entrepreneurship than
those who believe that the general state of infrastructure (e.g., transport, communications,

and energy) in their city is poor.

The population those who accept that the accountability of the executive to oversight
institutions and of public employees for their performance, access of civil society to
information on public affairs and mechanisms to control narrow vested interests is strong
are 3.09 times more likely to have entrepreneurship initiation than those who believe the

systems are weak.

Besides, the public who confirmed the effectiveness of the government or the capacity of
the government to effectively formulate and implement sound policies is high are 82%
more likely to have entrepreneurial initiatives than they said the system’s effectiveness is

fair.

Those people who are certain of that companies’ investment in training and employee
development in their city is moderate are 1.853 times more likely to have entrepreneurial
initiatives than those who said low. Similarly, those who believe that companies’
investment in training and employee development in their city is high are 5.705 times more
initiated for entrepreneurship. The people who admitted that effectiveness of anti-
monopoly policies at ensuring fair competition in their city is effective are 2.9 times more

entrepreneurial initiatives than those who said they are fairly ineffective.

People who said it is easy to start-up entrepreneurs with innovative but risky projects to
obtain equity funding are 5.013 times more likely to be entrepreneur than who said it is
difficult. Similarly, people who said it is fair to start-up entrepreneurs with innovative but
risky projects to obtain equity funding are 2.829 times more likely to be entrepreneur than

who said it is difficult.
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4.6. Entrepreneurial Ecosystem of Gurage Zone Based on GEI Approach
As indicated in the methodological part, there are two major components of

entrepreneurship ecosystem. These are individual and institutional pillars. The individual
pillars computed based on 16 individual variables and the institutional pillars are obtained
based on 15 institutional variables. The individual data collected from individuals
identified by the sampling producers. The questionnaires for individual were copied from
global entrepreneurship monitor, adult population survey data set. Some of the institutional
data (that ask individual perception toward the specific institutions) collected from
individuals by using questionnaires. The questionnaires were derived from transparency
international (corruption perception index), World Bank (economic freedom, property
rights, labour freedom) and world economic forum (infrastructure, regulation, scientific
institutions, availability of scientists, business sophistication, technology absorption and

technology transfer capability, staff training, market dominance, venture capital),

Secondary data obtained from the heritage foundation, the World Bank (taxation, good
governance), the observatory of economic complexity (economic complexity), OECD
(country risk), and the venture capital & private equity country attractiveness index (depth
of capital market), UNESCO (tertiary education enrolment, GERD) and urbanization (own
calculation used to get urbanization level of the Zone). Data obtained from the secondary
sources that most of them are macro (national) level data that doesn’t exist at regional or

Zonal level are directly used.

Computation of the individual data is based on the method of the sources of the
questionnaires. For the individual variables, percentage was used (Table 15). Institutional
data that collected from likert scale questionnaires were converted to 1 to 100 based on

proportion. Then the mean was taken.

Finally, by combining the individual and institutional variables, the score of each pillar
were computed. To compute each pillar the global entrepreneurship index method was
used. Accordingly, the method uses a multiplication of each individual and institutional
variables rather than using the average. The justification is that using average fails to
capture the systemic interaction of each variable. Here the basic of interaction among parts

in a system is echoed.

Pillars values (column 2 of table 15) were first normalized to a range from 0 to 1, using the

distance method. This normalization technique relates the performance of a pillar to the
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best performing pillar. Hence, it provides a proper benchmark to evaluate performance of a
particular pillar in a system to the best available practice. Since the pillars are assumed in

the system, their performance is evaluated in interdependently rather than independently.

From the given eight steps of GEI score calculation, two steps are intentionally omitted,
because they are used to adjust the variations of data from different country and different
time. They are adopted to adjust the outlier since most of the GEI is calculated by using
longitudinal data from different country. But in this research data is from a single area and

at a single time. Therefore, there is no need of time and place adjustment.

4.6.1. Calculating the Scores
The entrepreneurship score is calculated according to the following eight points. The

method is a direct copy past of global entrepreneurship index method with a simple

modification

1. The selection of variables: the researcher started with the variables that come directly
from global entrepreneurship monitor (individual variables) and different sources like
transparency international (corruption perception index), World Bank, heritage
foundation, world economic forum, the observatory of economic complexity, OECD,
and the venture capital & private equity country attractiveness index, UNESCO and
United Nations. Altogether | used 16 individual and 15 institutional variables.

2. The construction of the pillars: the researcher calculates all pillars from the variables
using the interaction variable method; that is, by multiplying the individual variable
with the corresponding institutional variable.

zj = IND; % INS; (1)
For all j=1 ... k the number of individual, institutional variables and pillars
IND; is the original score value for j individual variable
INS; is the original score value for j institutional variable
zj is the calculated pillar value pillar j

3. Normalization: Pillar values were first normalized to a range from 0 to 1, according to

equation 2:

Zj

J maxz]-

)

for all j = 1...k, the number of pillars
where X; is the normalized score value for pillar j max zj is the maximum value for

pillar j
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4. Capping: All ecosystem building is based on a benchmarking principle. | selected the
95" percentile score adjustment, meaning that any observed values higher than the 95%
percentile are lowered to the 95™

5. Average pillar adjustment: The different averages of the normalized values of the
indicators imply that reaching the same indicator values requires different effort and
resources. Since | want to apply the GEI for public policy purposes, the additional
resources for the same marginal improvement of the indicator values should be the
same for all indicators. Therefore, | need a transformation to equate the average values
of
the components. Equation 3 shows the calculation of the average value of pillar j:

>y
4 == (3)
To transform the x;, values such that the potential minimum value is O and the
maximum value is 1:
yj = xf (4)
where K is the “strength of adjustment”, the k™ moment of X j is exactly the needed

average, Y j . We have to find the root of the following equation for k

n
Zi—l xf —ny;=0 (5)

It is easy to see, based on previous conditions and derivatives, that the function is
decreasing and convex, which means it can be solved quickly using the well-known
Newton-Raphson method with an initial guess of 0. After obtaining k , the
computations are straightforward. Note that if
X<y k<1
=y k=1
x>y k>1
then k is thought of as the strength (and direction) of adjustment.
6. Penalizing: After these transformations, the PFB methodology was used to create
indicator-adjusted PFB values. Penalty function was defined as follows:
h; = miny; + (1 — e~ (vj—miny;)y
where 4j is the modified, post-penalty value of pillar j.
yj is the normalized value of index component j.
Ymin 1S the lowest value of y;
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=1, 2, - - - m=the number of pillars

7. The pillars are the basic building blocks of the sub-ecosystem: Entrepreneurial
Attitudes, Entrepreneurial Abilities, and Entrepreneurial Aspirations. The value of a
sub-ecosystem for any area is the arithmetic average of its PFB adjusted pillars for that
sub-index, multiplied by 100. The maximum value of the sub-indices is 100, and the
potential minimum is 0, both of which reflect the relative position of an area in a

particular sub-index.

5

ATT = 1002 b (7a)
j=1
9

ABT = 1002 b, (7b)
j=6
14

ASP = 1002 b, (70)
j=10

where #4; is the modified, post-penalty value of pillar j.

j=1, 2, - --14 = the number of pillars

8. The super-ecosystem is simply the average of the three sub-ecosystems. Since 100
represents the theoretically available limit, the entrepreneurship points can also be

interpreted as a measure of the efficiency of the entrepreneurship resources

EES = 2 (ATT + ABT + ASP) (8)
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Table 4.11. Calculated Entrepreneurship Ecosystem Result of Gurage Zone

Pillars Pillar | Normalized | Penalized | Penalty | Penalty
Value | Value Score Score %
Opportunity Perception | 11.97 | 0.526 0.412 0.11 21.74
= Start-up Skills 391 ]0.172 0.159 0.013 7.53
@ |Risk Acceptance 211 | 0.093 0.089 0.004 3.90
55 Networking 6.53 | 0.287 0.251 0.036 12,51
E E Cultural Support 2276 |1 0.636 0.364 36.38
Opportunity Start-up 5.18 | 0.225 0.203 0.022 9.88
©
El Technology Absorption | 2.80 | 0.123 0.1163 0.007 5.31
()
S o Human Capital 3.69 [0.162 0.150 0.012 7.10
o L
£= Competition 121 |0.053 0.052 0.001 2.03
S o
W ‘©
Product Innovation 7.44 | 0.327 0.281 0.046 14.16
Process Innovation 2.12 0.093 0.090 0.004 3.93
§ High Growth 0.19 | 0.00835 0.008 1.86778E- | 0.02
o g 06
g = Internationalization 0.15 0.006 0.006 0 0
D=
£ 2 | Risk Capital 0.20 |0.00830 0.008 1.77715E- | 0.02
w < 06
Average 5.01 0.22 0.18 0.044 8.89

Sources: Own Survey (2023)

Figure 4.1: Graphic Representation of Entrepreneurship Ecosystem of Gurage Zone
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As it can be seen on table 15

Overall Entrepreneurship Ecosystem (EE) Score of Gurage Zone is 17%

Individual Pillars Average Score is 30.10 %

Institutional Pillars Average Score is 16.84%

Strength area among the fourteen pillars is Cultural Support
Among the given fourteen pillars of entrepreneurship ecosystem of the Zone, the best
performing pillar is cultural support, it is 100% compared with others. The cultural support
pillar combines how positively a given country’s or area’s inhabitants view entrepreneurs
in terms of status and career choice and how the level of corruption in that area affects this
view. At individual level it measures the inhabitants’ perception toward starting business
as good career choice and successful entrepreneurs. Institutionally, this pillar measures the
perceived level of public-sector corruption in a country. When we compare both individual
and cultural dimension of the pillar, the individual dimension, career status performs better
with 64.8% score. This means from the given adult population 64.8% of them consider
starting business as good career choice and attach high status to successful entrepreneurs.
The institutional dimension, perception of the public toward corruption in public sector is
35.5 (in the measurement of corruption, 100 = corruption is very low and 0 = corruption is
very high). When the score approach to zero it implies the public perception toward
corruption in public sector is negative (in other words there is corruption)). Thus it can be
inferred that the strength area that is cultural support is a result of individual dimension.
High score on career status implies that the inhabitants of the study area have positive
views of entrepreneurs in terms of status and career choice. Without strong cultural
support, the best and brightest do not want to be responsible entrepreneurs, and they decide
to enter a traditional profession. The low score in public perception on public sector
corruption should be related with the prevalence of corruption in public sector (Szerb, et
al., 2018). The exhibited high level of corruption in the zone may undermine the high
status and steady career paths of legitimate entrepreneurs.

Next to cultural support the strength area is opportunity perception with the score of 53%.
Opportunity perception is a combination of freedom and property right from institutional
dimension and opportunity recognition from individual dimension. Both institutional
components are vital for individuals to become entrepreneurs and not employees of another
business or the state. The individual score, opportunity recognition scored 42%. The

institutional variable, freedom and property right scored 28% (100 = very high economic
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freedom and property right and 0 = very low economic freedom and property right).
Comparatively, the individual pillar is performing better than the institutional one in the
Zone. However, better individual variable score is dragged down by low institutional
performance. This implies that failure in protecting property rights and ensuring economic
freedom in the Zone doesn’t guarantee individuals the right to harvest the fruits of
successful opportunity exploitation (Zoltan, Laszl6, & Erkko , 2016).

The weakness area of the ecosystem is depth of Internationalization. The
internationalization pillar represents the degree to which a country’s entrepreneurs are
internationalized, as measured by businesses’ exporting potential weighted by the level of
economic complexity of the country. The individual pillar measures percentage of the
Total early-stage Entrepreneurial Activity (TEA) businesses’ customers outside country.
Gurage Zone score 16.6% in the pillar. This implies that most of the business men in the
study area don’t export their products. It may be associated with lack of support in the
process of production to produce export standard product and networking and the COVID -
19 pandemic. While the institutional pillar is economic complexity that measures the
multiplicity of useful knowledge embedded in the economy. Because individuals are
limited in what they know, the only way societies can expand their knowledge base is by
facilitating the interaction of individuals in increasingly complex networks in order to
make products. The low score of the variable in the zone implies that there is no
facilitation that can support individual interaction in complex network to make products.
In other word the country’s openness to international entrepreneurs is very weak. In the

study area the involvement of international entrepreneur is very low too.

It is also important to remind that the institutional score for the pillar is taken from
secondary sources. Also it is not Zonal level data rather it is national level data.
Accordingly the score is 0.88%. Despite the expected exaggeration of the pillar because of
using national level data for the zone, the cumulative score is very low. It can be argued
that, the result would be lower than the current result if we could able to compute local

level data.

Next to internationalization the weakest area is risk capital. The availability of risk finance,
particularly equity rather than debt, is an essential precondition for fulfilling
entrepreneurial aspirations that are beyond an individual entrepreneur’s personal financial

resources. It combines two kinds of finance, the informal investment (informal investment)
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and the institutional depth of capital market. Almost both variables scored low result. It

means individuals don’t have accessible risk capital in the area.

4.6.2. Pillar Performance
According to Sakti Hendra Pramudya and the global entrepreneurship and development

institute, entrepreneurship ecosystem or GEI scores are categorized into four ranks. These
are that scored above 75% shaded with deep blue, that scored [50%:75%) and shaded with
light blue, that scored (50%: 25%] and shaded with yellow and that scored below 25%).
From the fourteen (14) pillars, ten (start-up skill, risk acceptance, opportunity start-up,
technology absorption, human capital, competition, process innovation, high growth,
internationalization and risk capital) scored below worst score (below 25%), two
(networking and product innovation) scored the second worst ((50%: 25%]), one
(opportunity perception) scored within second best ([50%:75%)) score range and one

(cultural support) scored with in the first best (above 75%) range.

4.6.3. Individual and Institutional Components of EE in Gurage Zone
Gurage zone performs better on individual variables than institutional variables. In average

individual components performance is 30% while institutional component performance is
17%. Among the individual components skill perception and technology level are best
performing, knowing entrepreneur (network) and career status are performing moderately
and the rest opportunity recognition, risk perception and new product, opportunity
motivation, educational level, competitors, new technology, gazelle, export and informal
investment are performing below average. The best performing components contribution is
negatively affected by the corresponding institutional components. For example the pillar
that contains the better and best performing components of individual pillar is not the best
performing pillar of the ecosystem. This is mainly associated with the worse and worst
performing ability of the institutional pillars such as corruption (35%), connectivity
(9.3%), technology absorption (30%) and education (4.7 %) (Table 16). When we see the
institutional components all are under the category of worse (Freedom and Property,
Corruption, Tax government and technology absorption) and worst (education, country
risk, connectivity, labour market, competitiveness and regulation, technology, science,
finance and strategy, economic complexity and depth of capital market) category of

performance.
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This is similar to national level performance of entrepreneurship ecosystem performance.
According to 2019 GEI report Ethiopia better performs in individual pillar than

institutional pillars.

Table 4.12. Individual and Institutional Pillars Entrepreneurship Ecosystem
Performance of Gurage Zone

Pillars Institutional Variables Individual Variables
Opportunity 0.52 Freedom and 0.28 | Opportunity 0.42
Perception Property Recognition
" Start-up Skills 0.17 Education 0.047 | Skill 0.83
S Perception
§ Risk Acceptance 0.09 | Country Risk 0.07 Risk 0.30
Z Perception
= Networking 0.29 | Connectivity 0.093 | Know 0.70
% Entrepreneurs
S Cultural Support 1 Corruption 0.35 Career Status | 0.65
S | Entrepreneurial 30.93
E Attitudes
Opportunity Start-up | 0.23 Tax govern 0.36 Opportunity 0.14
Motivation
a Technology 0.12 | Tech Absorption | 0.30 | Technology 0.93
= Absorption Level
= Human Capital 0.16 | Labour Market | 0.19 | Educational 0.20
= Level
§ Competition 0.05 | Competitiveness | 0.13 Competitors 0.097
S and regulation
E-)- Entrepreneurial 13
S | Abilities
Product Innovation 0.33 | Technology 0.18 New Product | 0.41
Process Innovation 0.09 Science 0.12 New 0.17
§ Technology
= High Growth 0.008 | Finance and 0.19 | Gazelle 0.01
= Strategy
< Internationalization 0.006 | Economic 0.009 | Export 0.17
T complexity
§ Risk Capital 0.008 | Depth of Capital | 0.05 Informal 0.04
S Market Investment
S | Entrepreneurial 17.28
E Aspirations
GEl 17.3 Institutional 0.17 Individual 0.3

Sources: Own Survey (2023)
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4.6.4. The 3AS
Entrepreneurship ecosystem is build up by three important sub- indices blocks. These are

entrepreneurial attitudes (ATT), entrepreneurial abilities (ABT), and entrepreneurial
aspirations (ASP). The value of a sub-index for any country is the arithmetic average of its
PFB-adjusted pillars for that sub-index multiplied by a 100 (Eq. 7a, 8b and 8c). The
maximum value of the sub-indices is 100 and the potential minimum is 0, both of which
reflect the relative position of a system in a particular sub-index (Szerb, et al., 2018)
(Zoltan , Laszlé , & Ainsley, 2017). Accordingly, the result of the 3As of Gurage Zone is

shown on table 4.2

From the three sub-indices, Gurage Zone performs better on entrepreneurial attitude where
cultural support of 100% and opportunity perception of 53% are recoded. Entrepreneurial
attitudes measures the population’s feeling of recognizing opportunities, knowing
entrepreneurs personally, endowing entrepreneurs with high status, accepting the risks

associated with business start-ups, and having the skills to launch a business effectively.

Next to entrepreneurial attitude, the performance area of the Zone is abilities sub index. It
measures the entreprencurs’ characteristics and those of their businesses within the realm

of new business efforts.

The worst performance area of the Zone is aspiration sub-index. Entrepreneurial aspiration
is defined as the early-stage entrepreneur’s effort to introduce new products and/or
services, develop new production processes, penetrate foreign markets, substantially
increase their company’s staff, and finance their business with formal and/or informal
venture capital. Product and process innovation, internationalization, and high growth are
considered the key characteristics of entrepreneurship. Here a finance variable is added to
capture the informal and formal venture capital potential that is vital for innovative start-

ups and high-growth firms.

Each of these three building blocks of entrepreneurship influences the other two. For
example, entrepreneurial attitudes influence entrepreneurial abilities and entrepreneurial
aspirations, while entrepreneurial aspirations and abilities also influence entrepreneurial

attitudes.

49



Table 4.13. The 3As

3As Score
Attitudes Sub Index 30.93
Abilities Sub Index 13.04
Aspiration Sub Index 7.863

Sources: Own Survey (2023)

4.6.5. The Penalty for Bottleneck
The Penalty for Bottleneck (PFB) methodology was used to create pillar-normalized PFB

values. A bottleneck is defined as the worst performing link or a binding constraint in a
particular system of entrepreneurship. Here, bottleneck means a shortage or the lowest
level of a particular pillar, relative to other pillars. This notion of a bottleneck is important
for policy purposes. It suggests that pillars interact; if they are out of balance,
entrepreneurship is inhibited. The pillar values should be adjusted in a way that takes into
account this notion of balance. This put on the notion of a bottleneck; if the weakest pillar

were improved, the whole system or GEI would show a significant improvement.

By applying the Penalty for Bottleneck approach, the GEI methodology captures
the notion that systems, by definition, comprise multiple components, and that these
components co-produce system performance. These are defining characteristics of
any system, which simple summative indices fail to capture. In a simple summative
index, each system component contributes directly and independently to system
performance. In the context of entrepreneurship, this would mean, for example, that
a national measure of education would, directly and independent of other system
Components, contribute to “national entrepreneurship,” while in reality we know
that education cannot contribute much to a country’s entrepreneurial performance
if individuals fail to act. On the other hand, if education were absent, the economic
potential of entrepreneurial entries would be severely constrained. Moreover, even
if both education and agency were present, country-level entrepreneurial
performance would be constrained if, for example, growth aspirations were missing
or if there were no financial resources available to feed the growth of new
ventures. A simple summative index would fail to recognize such interactions,

thereby ignoring crucial aspects of system-level performance (Szerb, et al., 2018).

According to table 4.1, the maximum penalty is 0.006. Gurage Zone bottle neck pillar is

internationalization with average normalized value of 0.006, which is the weakest pillar of
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the system. The bottleneck pillar is not penalized since there is no any lower score than its

score. The second lowest pillar is “risk capital” with 0.00830 score.

From the system perspective Gurage Zone cannot fully capitalize from the higher “risk
capital” performance since the bottleneck pillar is holding back. The size of the penalty is
1.77715E-06, around 0.21%. Gurage Zone’s best pillar is “cultural support™ its score is one
(1).Since the difference between the bottleneck “internationalization” pillar and “cultural
support” is larger than between “internationalization” and “risk capital”, the size of penalty
is higher both in absolute value and proportionally, resulting 0.364(36.38%) of penalty. All
the other penalties are between these two extremes. On the average, Gurage Zone is losing
8.89% of its entrepreneurial resources because of the imbalances in its system of

entrepreneurship.

4.6.6. Policy Implication of the PFB methodology
First, the different pillars cannot be fully substituted with each other. In other words, the

performance of the better performing pillar just only partially compensates for the bad
performance of the bottleneck pillar. Second, the overall GEI index score can be improved
the most by increasing the bottleneck pillar. The magnitude of the enhancement depends
on the relative size of the bottleneck as compared to the rest pillars. Third, for policy
makers it means that the enhancement of the worst performing bottleneck pillar is the most
important priority for entrepreneurship policy (Szerb, et al., The Global Entrepreneurship
Index (GEI) —European dataset, 2018).
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4.6.7. The Comparison between Ethiopia and Gurage Zone

Table 4.14. The Comparison between GEI Score of Ethiopia and Gurage Zone

PILLARS INSTITUTIONAL INDIVIDUAL VARIABLES
VARIABLES
Ethio®|GZ* Ethio|GZ Ethio|GZ
Opportunity Perception |0.34 |0.52 | Market 0.30 |0.28 | Opportunity 0.94 |0.42
g Agglomeration Recognition
©
2 Start-up Skills 0.06 |0.17 | Tertiary Education | 0.13 |0.047| Skill Perception 0.88/0.83
<_‘: Risk Acceptance 0.02 |0.09 | Business Risk 0.03 |0.07 | Risk Perception 0.64 |0.30
©
5 Networking 0.10 |0.29 | Internet Usage 0.12 |0.093| Know Entrepreneurs | 0.88 |0.70
(5]
c
[<B]
GE)_ Cultural Support 0.30 1 Corruption 0.37|0.35 | Career Status 1.00 (0.65
c Entrepreneurial 14.54 30.93
W | Attitudes
Opportunity Start-up 0.36 [0.23 | Economic Freedom | 0.48 |0.36 | Opportunity 0.7910.14
_ Motivation
©
% Technology Absorption | 0.09 [0.12 | Tech Absorption 0.26 |0.30 | Technology Level 0.2710.93
§ ¢ Human Capital 0.20 |0.16 | Staff Training 0.45|0.19 | Educational Level 0.3410.20
o =
= E Competition 0.39 |0.05 | Market Dominance | 0.47 (0.13 | Competitors 0.730.097
c
w < Entrepreneurial Abilities | 22.74 |13
» Product Innovation 0.12 |0.33 | Technology Transfer | 0.46 [0.18 | New Product 0.34 |0.41
S
_g Process Innovation 0.50 |0.09 | GERD 0.50|0.12 | New Tech 1.00 |0.17
o
2 High Growth 0.23 |0.008| Business Strategy 0.430.19 | Gazelle 0.44 |0.01
'g Internationalisation 0.02 [0.006| Globalization 0.16 |0.009| Export 0.1110.17
(3]
S Risk Capital 0.008| Depth of Capital 0.04 0.05 | Informal Investment |0.33|0.04
o Market
L
c Entrepreneurial 16.06 |17.28
w Aspirations
GElI 17.78 |17.3 | Institutional 0.30|0.17 | Individual 0.6210.3

Sources: Own Survey (2023) and International Entrepreneurship Development Data
(2023)

3 GEl score of Ethiopia is obtain from International Entrepreneurship Development Data | GEDI
(thegedi.org). It is 2023 score.

4 GEIl scor of Gurage Zone based on own calculation
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When we see the general score of entrepreneurship ecosystem of Gurage Zone and
Ethiopia, it is 17.3 and 17.78 respectively. The national level score is a bite more that the
Gurage Zone’s score. Regarding the institutional pillar Gurage Zone scored 0.17 while the
national level score is 0.30. Individual pillar score of Gurage Zone is 0.3 and the national
level score is 0.62. In both institutional and individual pillar the local level score is about
50% less than the national level score. Among the three sub pillars the score of attitude,
ability and aspiration are 30.93, 13 and 17.28 at local level and are 14.54, 22.74 and 16.06
at national level respectively. Here in attitude score the local level score is 50% more than
the national level, in ability sub score, the local level score is 9.74 less than the national
level and in aspiration almost both are equal. But it is important to bear in mind two main
points. First, the national level score is computed by using the best scores of different
countries in the world at different periods of time as a bench mark. But the local level score
Is computed by using a single time data of the study area only. Second, to calculate the
local level score, | used the national level values for some variables like research
expenditure, economic complexity and depths of economy and risk. Thus there is expected
difference in that the national level scores to be low. Despite this reality, except on some
area the national level score exceeds the local level score. In other word the local level
score of Gurage Zone is below the average score at national Ilevel.
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CHAPTER FIVE
5. SUMMARY, CONCLUSION AND RECOMMENDATION

5.1. Summary of Key Findings
Through the process it is identified that individual and institutional factors play significant

role in shaping individuals entrepreneurial initiatives. Accordingly, individual variables
including opportunity perception, knowing entrepreneurs, career choice, attaching high
status, opportunity motivation and job created and job expected and institutional variables
like property right, education right, infrastructure, corruption, good governance, staff
training, regulation and availability of venture capital variables of entrepreneurship
ecosystem are significantly associated with entrepreneurship initiatives. Thus the two
specific objectives are well addressed and disclosed that individual and environmental

factors play significant role in shaping the individuals’ entrepreneurial initiatives.

Based on the GEI method analysis entrepreneurial ecosystem as a systemic interaction of
different components, not only affect the individuals’ initiatives for entrepreneurship. But
also each component affects the performance of the other components in the system. Thus
it is important to be curious for the systemic interaction of elements in entrepreneurial

ecosystem and the roles on individual initiatives.

Besides, the strength area of the entrepreneurial ecosystem of Gurage Zone is cultural
support. This pillar is all about the inhabitants’ perception toward those who choose
entrepreneurial activities as a best option and successful in the process. Accordingly, the
society in the study area gives credit and respect for those who preferred entrepreneurial
activities as a career choice and give high status to those who are successful in their
engagement. In other word the cultural environment is supportive for entrepreneurial
activities. The institutional dimension of this pillar measures the public perception toward
corruption in the public services. The result revealed that the public perception toward
corruption in public sector is high. This affected negatively the better cultural support of
the public. In the long run this may twist the initiatives of individual entrepreneurs and the

supportive perception of the society toward entrepreneurs.

Also it is identified that the weakest area of the entrepreneurial ecosystem of the study area
internationalization. The individual dimension of this pillar measures export levels of
entrepreneurs and the intuitional dimension measures the economic complexity or different

knowledge embedded in the economy. It is identified that most of the entrepreneurs in the
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study area don’t export their product or they don’t have customers abroad. Furthermore the
economic system at large lacks embedding diversified knowledge that can assist in the
entrepreneurial development of the ecosystem. Thus, the internationalization pillar is the

bottle neck of the entrepreneurial ecosystem of the study area.

Among the three sub index of the ecosystem, the attitude sub index is the best performing
index with the score of 30.93 and the least performing sub index is the aspiration sub index
with the score of 7.863.

5.2.  Conclusion
With some limitation the study contributed for knowledge in different aspects. First, unlike

previous researches mostly that focused on individual or institutional factors separately,
this research combined the individual and environmental factors of entrepreneurial
ecosystem to investigate the performance of the system and its sub part interaction.
Furthermore this research integrated the quality and quantity aspects of entrepreneurship. If
some limitations in the process of adoption of the approach for local level investigation are
addressed in the future, this attempt pave way for better development of local and national

level entrepreneurial ecosystem measurement tool.

Second, in the process of the research different questionnaires were adopted for local level
assessment. With some modification the questionnaires can assist other researchers to
conduct research on the area. Finally, the research result can be a good knowledge input
for the local government as well as federal government particularly those sectors who are

working on the area of entrepreneurship.

5.3. Recommendations
The researcher used the GEI calculation method. However, it is rarely recommended to use

the method to calculate local level entrepreneurial ecosystem calculation, the researcher
used the method with its limitation for local level since the other method are mostly
qualitative assessment and don’t consider both individual and institutional factors and their
systemic interaction. Even it seems difficult; the researcher tried to apply the method with
a certain limitation. Thus the researcher recommends that the method may contribute a lot
if it is cascaded in more well organized manner by teams of expert. Accordingly, as an
economic system, we can develop our own national and regional level entrepreneurial

ecosystem analysis framework.
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As the result showed the performance of entrepreneurial ecosystem of Gurage Zone is
below national level score. Between the individual and the institutional factors of the
system, the institutional pillar is performing at lowest level. Thus it is important to work on
institutional reform, infrastructure development, creating international partnership
development, venture capital accessibility, human right protection and the like. Even the
individual pillar is performing better, however it needs planned intervention. There has to
be sufficient entrepreneurial training on the area of entrepreneurial attitude, skill and

development.

Based on system perspective a dysfunction of an organ of a system affects the performance
of the whole system. Similarly, in the entrepreneurial ecosystem of the study area the
bottleneck for the system is internationalization. Unless efforts are put to improve the
bottleneck, the performance of the system cannot be improved. Thus the local government
has to work on creating export supportive conditions, diversified knowledge sharing

platforms and the like.

Finally, from the three sub index, the aspiration sub index is the least performing index
(7.83). That means the efforts of early business start-up to create new business idea is very
low or they are not striving to add value in the system. Despite better performance on
cultural support toward entrepreneurs exhibited in the study area the efforts to add quality
in the system is very low. To bring improvement on this aspect it is important to deliver
motivational training on individuals’ potential, running different entrepreneurial contest,
conducting research and organizing different seminar, funding innovative researches and
the like.
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APPENDIX A:

WOLKITE UNIVERSITY
FACULTY OF BUSINESS AND ECONOMICS
DEPARTMENT OF MANAGEMENT
MBA PROGRAM

The English Version of Questionnaires

1.

o a ~ D

10.

11.

12.

13.

14.

Sex 1=Male 2=Female

Age

Ethnicity 1= Gurage 2= Amhara 3 =0romo 4 = others
Religion 1= Orthodox 2 =Protestant 3 = Muslim 4 = Catholic 5 = others
Marriage Status 1= Married 2 =Single 3 = Divorced 4 = Widowed
Academic Status 1 = illiterate 2 = primary 3 = secondary 4= preparatory/TVET
5= Diploma 6 = Degree and above
In the next six months, will there be good opportunities for starting a business in the area
where you live?

l=yes 2=no
Do you have the knowledge, skill and experience required to start a new business?

l=yes 2=no

Would fear of failure would prevent you from starting a business?

l=yes 2=no
Do you know someone personally who started a business in the past 2 years?
l=yes 2=no
In your area, most people consider starting a new business a desirable career choice.
l=yes 2=no
In your area, those successful at starting a new business have a high level of status and
respect.
l=yes 2=no

Are you, alone or with others, currently trying to start a new business, including any self-
employment or selling any goods or services to others?

l=yes 2=no
Are you involved in this start-up to take advantage of a business opportunity or because you
have no better choices for work?

1 = Take advantage of business opportunity
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15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

2 = No better choices for work

3 = Combination of both of the above

4 = Have a job but seek better opportunities
5 = others

How much your business active in technology sectors?

1 =High 2 = Medium 3=Low

Right now, are there many, few, or no other businesses offering the same products or services
to your potential customers?

1= Many 2 =Few 3=No

Do all, some, or none of your potential customers consider this product or service new and
unfamiliar?

1 =Al 2 =Some 3 =None

How long have the technologies or procedures used for this product or service been available?
(in year)

1=>5 2=1-5 3=x<x1

Not counting the owners, how many people are currently working for this business?

Not counting owners, how many people will be working for this business five years from
now?

EEA: What percentage of your annual sales revenues for this project will usually come from

customers living outside your country? (in %)

1 =>90 4 =26-50
2=76-90 5 =11-25%
3=51-75 6 =10%or<

Have you, in the past three years, personally provided funds for a new business started by
someone else, excluding any purchases of stocks or mutual funds?

1=Yes 2= No

Approximately how much, in total, have you personally provided to these business start-ups

in the past three years, not counting investments in publicly traded stocks or mutual funds?

In your city, how do you evaluate easiness of regulation/producers related with trade
license, accounting reporting and the like

1 = extremely difficult 3 = difficult

2 = Very difficult 4 = fair
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25.

26.

27.

28.

29.

30.

31.

5 = easy 7 =excellent
6 = very easy

In your city, to what extent are property rights, including financial assets, protected?”

1=notatall 3 =slightly 5 =moderately
2 = low 4 = Neutral 6 = very good

In your city, how do you assess the quality of math and science education?

1 = extremely 3 = poor 6 = very good
poor 4 = fair 7 =excellent
2 = Very poor 5 =good

How do you assess the general state of infrastructure (e.g., transport, communications,

and energy) in your city?

1 = extremely underdeveloped 5 = developed

2 = very underdeveloped 6 = very developed

3 = under developed 7 =extensive and efficient
4 = fair

In your city, how reliable is the electricity supply (lack of interruptions and lack of

voltage fluctuations)?

1 = extremely unreliable 5 =reliable
2 = very unreliable 6 =very reliable
3 = unreliable 7 =extremely reliable
4 = fair
In your city, how do you weight risk related to population exposed to unsafe drinking
water
1 = very high 2 = very low

In your country, how reliable is the water supply (lack of interruptions and flow

fluctuations)?

1 = extremely unreliable 5 = reliable

2 =very unreliable 6 =very reliable

3 =unreliable 7 = extremely reliable
4 = fair

The accountability of the executive to oversight institutions and of public employees
for their performance

1 = extremely weak 2 = very weak
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32.

33.

34.

35.

36.

37.

38.

39.

40.

3 = weak 5 = very strong
4 = weak 6 = extremely strong

Access of civil society to information on public affairs

1= extremely weak 5 =strong
2 = very weak 5 =very strong
4 =weak 6 =extremely strong

State capture by narrow vested interests

1 = extremely weak 4 = strong
2 = very weak 5 = very strong
3 = weak 6 = extremely strong

Public administration effectiveness in terms of quality, competency, com

1 = very high 3 =fair 5 = very low

2 = high 4 = low

The quality of the civil service and the degree of its independence from political

pressures

1 =very high 3 =fair 5 = verylow

2 = high 4 =low

The quality of policy formulation and implementation

1 =very high 3 =fair 5 = verylow

2 = high 4 =low

The credibility of the government's commitment to such policies.

1 =very high 3 =fair 5 = verylow

2 = high 4 =low

Companies in your country are to absorb new technology

1 =extremely 3 =low 6 =very high
low 4 =fair

2 =verylow 5 = high

To what extent do companies in your city invest in training and employee
development?

1 =hardly at all 3 =low 5 = high

2 =verylow 4 =moderate 6 =very high
The practice of advance notice requirements and severance payments due when

terminating a redundant worker, expressed in weeks of salary in your area.
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1 =notatall 5 = to some extent

2 =very low 6 =to great extent

3 =low 7 =to very great extent
4 =moderate

41. In your city, to what extent do regulations allow for the flexible hiring and firing of

workers?

1 =notatall 5 = tosome extent

2 =verylow 6 =to great extent

3 =low 7 =10 very great extent

4 = moderate

42. In your city, how are wages generally set? = not at all

1 =verylow 4 = to some extent
2 =low 5 =to great extent
3 =moderate 6 =to very great extent

43. In your country/city, how effective are anti-monopoly policies at ensuring fair

competition? =

1 =not effective at all 5 =fairly effective
2 =very ineffective 6 = very effective
3 = fairly ineffective 7 = extremely effective

4 = effective

44. Corporate activity in your country is

1 =dominated by a few business groups
2 =dominated by few business groups
3 = dominated by single business groups
4 = fairly distributed
5 =distributed among some business groups
6 =distributed among many business
45. In your country/city, how do you assess the quality of scientific research institutions?
1 =extremely poor 5 =good
2 =very poor 6 = very good
3 = poor 7 = extremely good
4 =fair

46. In your country/city, to what extent are scientists and engineers available?

1 =notatall 2 =verylow
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3 =low 6 =to great extent
4 = moderate 7 =10 very great extent
5 = tosome extent
47. In your country city, how easy is it for start-up entrepreneurs with innovative but

risky projects to obtain equity funding? = not at all

1 =extremely difficult 5 =ease
2 =very difficult 6 =veryeasy
3 =difficult 7 =extremely easy

4 = fairly difficult
48. In your country/city, to what extent do companies embrace risky or disruptive

business ideas?

1 =notatall 5 = to some extent

2 =very low 6 =to great extent

3 =low 7 =10 very great extent
4 =moderate
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Appendix B:

Amharic Version of the Questionnaires
2> 1=07 2=0%F

1
2
3. N%C 1=1¢1 2=h" 3=hCP 4 =0T
4

. 78Tt
1 = ACt+&hn0 4 =htAh
2 = TCHOI 7 5 = AA hA 2P0
3 =aang
5. PONF vbS
1=00 3 =dt
2 =¢o410 4 = ¢ (9°F Ph2eT)
6. T/t 8L%
1= ¢HPUCT 0L PATT 4 = 11-12%/+hihg oo
2 =1-85 hed 5 = 4. Tt
3 =9-105 h&a 6 = 4745 hi.L (AL

7. 09840+ AhaN, APML ALNF Ot OAT STHAN/aPANT® PNL/0771L h&A LT NAD- PIPGAT?
1=h9® 2 = PA9P
8. A%0 (¢ AGPEaC h@-b1i AT AL AN NAD- PIPGAT?
1=h9® 2 = PAg®
9. ANAGAD- PTLA AT A0 N/ 18 WH8L BTG A&CIFAT?
1=h9® 2 = PAg®
10. AA$F U0t Aao 1 OO K90 G- (791£) vl 00,0t (D ANT?
1= k9 2 = PA9®
11. 0915404 ANOL ANHG D A0 A8.0 016/ 7°1€/28.Me- 118 avBavC P40 P0e- AT 10+ AlAe
LONANT?
1=h? 2 = PA9P
12. 0915404 AMOL A%0 O NePEarC Ao 0P APT N& PA £L5G NG LATTFPAT?
1=h9® 2 = PA9P
13. VFPHI° 10 ®L9° hhA (@~ IC (AV-7 AT A0 (16 AaPBaoC PRl PO PNT?
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1=h® 2=he
14. 270% £TC 13 aPA( AP NPT OHY O/ 7918 AaPOTIT L104PT Al PH4.meT aPANI® h&A
AGPMPI® 1@ LN AR NAM-?
1= ¢tdmd. P0e h&AT AdPmPbg®
2 = AA R0 ATICST NAGATY
3=1452
4 = (- AAT 17 OFOA Q- NATPLA
5 = AA P20
15. e7P% £TC 13 avh\( hP hwrt 291, 8004T (1¢- NG OB, OC TR R8T 10T A
1=h&+s 2 =aohha¥ 3 = Hpt+q
16. 27P% £TC 13 aPAN AP Pt Ah (AU Akt ACO P91.0PCNO-F AL T hP @RI° A1AINT ARCH
LINETF P09 LPC AT LCEAT TPIPVA GF -
1= 2 =7et 3 = 979" AP
17. 07P% &TC 13 aPAN AP NPT A7 LIPNGTPT TF@- ACO PTLLPCMHAT AP OLI° AIATINT A%0
®R9° PAFADL - 0T, At
1=a-h@y  2=0&N7T 3 =910 PA9P
18. e7P¢ £TC 13 aoA\( AP NP1 ALCEF A%.0 FhT A8, @LEI° avavs @ APCE ATPTENA L
+mParPd (Nhavt)
1 =hAa7 210
2="n1-5
3 =15 hov't NAL
19. P7PE £TC 13 aPA( AP WP 22:CPk AALT ALPM4 ALCEE 27104 AtET _TC O TF@-?

20. ?7P% RTC 13 A AP0 (P C8E QAT ALSM4G NPNE AIPNT Aav T ALCEE 297,015
OG- tT *PC OrE SPSH?

21. 27PE £TC 13 apA( AP NP1 hhar P AL UL I°7eVNT TCATT O<¢h, A1C h91.5C L7105 /ha-spp
AIC 1, £15 (v

1=090% NAL 5=011-25%
2=176-90% 6 = h10% O
3=051-75% 7 =9079°

4 =26 -50%

22. A%t a0k Aoe gt @07 RSO AT (6 8718 /TN APLOPNT/ANLLPNT?
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23.

24,

25.

26.

27.

28.

29.

30.

1=ha2 2 =¢P0®
OA$<t a0t hav T @07 A8.0 AFEaYZ (d- NATING TP 4728/ TTHN APLOPNT/ANLLPNY?

NT.940F N9 O-AT P U ANG-CT/apavs 0PF 0518 S Co T 4.8a0@-[+THTD ATING PAD-

G W8T LN TA (ATPAA, 07918 &P 8T apav 0PFG av i) 477t hebi-d)

1 = AP NNg° AVEIS 5 = 9

2 = 1Mg° AEIS 6 = NNg® goiF

3 = AVFD4 7 = Kl Nge 9o

4 = 1YP

O+ T 091G RS PTINTRLRC 18T R, TLET 6n9PC (9P PUA RLF L0NGA?
1= N§&9° 4 = favmay 7 = (A5 828
2 = Hptq 5= 74

3 = lePmr 6 = 0NY° P4

ONH99P Ph A AG AT HIPUCT Tl W8T £1a091aD- 30\ ?

1= Ohets L% HPHS 5= P4

2 = 0Ng° HP+5 6 = NNI° P4

3 = Hpt+q 7 = K89 NMI° 74

4 = +avn

AMPAL O FIIP eav(let AT £LBT W8 £1971990? ATPAN, a0 T hav R T AG 188
1 = APl NMg° PALT 5= P4

2 = (1MY° PALY 6 = AP NNI° T4

3 = HPteq 7 = €2.9° emP AT

4 = +avaay

Nto1P LavNAAbCOE (197 £LF AHTITTT 102 P5LA aPPELP WG O 10TH AATPTS
1 = N§6-9° PTILO+I79°7 5 = Po1.00+99°7

2 = \Mg° TIeN+TII° 6 = 1Mg° 077, 00-+77

3 = PI9RNHITgOY 7 = §6-9° 09.00-+799°7

4 = avnay’y

07540+ AnAQ, 7XVTO NAMAP @7 OC +ELH U PAD- PALD TPt W18t
£oI0/ LU EFO?

1 = NNg° HPt+5 2 = AM9° h& s

ONHoIP <5 APCOT ANTII9TY 107 (PAGPRLT hG PATPPLLC LLE D7)

68



31.

32.

33.

34.

35.

36.

37.

1 = N&6-9° L7180+ 5 = P01

2 = NN9° eo9e(HI97 6 = 1Mg° 097, P0-+77

3 = PTIPNTII9*Y 7 = §6-9° 00700 +9°7
4 = raonayyy

TRIVTT 07100884 AATLET M PETT WG Cav PNt +PMEPT hEAKICT (Tavhnt
1 = A%< (Mg° Ly 4 = m7he

2 = NM9° Lheay 5=0M9%° m¥h

3=2nhm 6 = A1 1Ng° M-
QUHAN AQTRLC T80T AL AAALA TTVOLAN PTLAM: PLEPT W8T LIARTN?
1 = A8 (M9° HP+HG 4 = &g

2 = (Mg HP+ 5 = NN9° WG+

3 = HP e 6 = A8 (NP° &5
ONANALL PUHAN TP AP T APT AG: PavaI0 v-3.3-

1 = A%< (Mge LY 4 = m7e-

2 = (1Mg° LhY 5 = (Mg° mrh

3=2nhm 6 = A1 1Ng° M-
PUHA AOHSLC PPeT L8 NAMPAL NFT/AAMSTINT-T°NC/ POt/ FoT Tt WG
DIt/ LLE KIAC

1 =M hets 4 = HP+G

2 = h&+Hg 5 = 0Ng° HP+q

3 = -tap )y

PUHN AN PPeT £LF WG 7 0cth “BG 18 ooy

1 = M9 he+s 4 = Hpt+s

2 = h&+Hg 5 = 0Ng° HP+q

3 = faomayy

ONANQOT AIC/0rteT a0 770 PTID- NV RS a0 HNC A2 Wit LRI

1 = M9 he+s 4 = Hpt+s

2 = h&+Hg 5 = ANg° HP+q

3 = avmayy

07 0LOPE 4GP Pavyelfvt Pavg.a9° 99yt
1 = QN9° e +§ 3 = tapa)MF
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38.

39.

40.

41.

42

43,

5 = 0Ng° HP+5

NANANY n020PTF A8%.0 EhTAE, oomPg®T Ahardht PAD- 33

1 = A8 (Mg° R1arts 5 = hetg

2 = N9 Ainvts 6 = NNY° h§+5

3 = A1 g 7 = A8 (M9P° &g

4 = avnayy 8 = hAm-pg®

N9°7 VA LL% nO28PF NANANL/QNHT1P NAAMS AL LAt4A ATLU-I° O+PNEPE h&1TH
4L e AN

1 = A8 (M9P° H+G 5 = he+e

2 = N9 HPp+5 6 = NNY° h§+5

3 = HP 5 7 = K89 (N9P° &5

4 = aooy§’

TPPLD- ATLNG PLIPH B2 aPANL TIADEEL KG TLIIM, (Gt TT NG PFFOT 17.8RCa-0H LH,
Po1.L04.0 TeR T4 NG P T

1 = &% PAGP 5= AA

2 = e+ LLE PAGP 6 = Mh&+5 848 Ad

3 = PA9° 7 = hB9 NNI° LNGHE L5 h

4 = +ava M -

O t9IP 0PPC U3 UFTF FAPPIRTE AG 00CH5T AT 927 PUA L5 L103A?
1 = &% PA9® 5 = A
2 = (TS LT PAP° 6 = (NS5 L8 Ah
3 =209 7 = K89 0N9° (ST £LE hé
4 = a7 -
A0t DF7 bl A< LavH AALPIC/haPBRA (19°7F U= AL LTTA?
1 = &% PA9P 5= AA
2 = TS L5 PAP° 6 = (&5 LE Ah
3 =209 7 = K8 0N9° (GG £LE hé
4 = a7 Y-

NANOLY GHYP 071L @-LL:C AT & OO APT +mPdde A74LLH P7LhANA 7 A.APT
O3V W18t £1a0%1a0< 10\ ?

1 = At Ak@- @-meFo7 A2.LAI: 3 = @1 AN OM,FT ALLAT

2 = AN OM,F1 h&LAT° 4 = +avM -
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44,

45.

46.

47.

48.

5 = (F@OT U3 hPeR, 10 7 = €291 (V1 037 hPeh, 10
6 = NN9° APeR, 10

N+o9P PAT7 07018 LCOAT/4NNPT A-NTC A28 £1a09)a0-F\?

1 = A% @07 (P P0é- 02 10T PNAL T £7204P0 A

2 = 1M 007 AF 20 0L1FTF LNAL Y £7202P0 34

3 = @07 (P R0~ 02 1P PNAL T £77204P0 TN

4 = @1/ 10

5 = (i P 021 LNAL YT £7204P0 T4

6 = M9 It 20é- 02T 2NAL YT 7204PNFA

7 = (A8 i &CEAT T06h, 10+

OHo7P/R0ONP AL RIPCIPC +RTVE 0Pt L4 NANT Nt 1977 LT AL L1 N?
1 = A8 NM9° HP+G 5 = h&t+q

2 = 1Mg° HP+ 5 = 0Mg° he+s

3 = Hpt+q 7 = hF9 (NP het+q

4 = oom'§ 8 = hLAD-pg®

ONANAL PALTEORT AT ATEICT @RI° 01974 APTF aom 977 LaPAAN?

1 = A8 NM9° HP+G 5= 74

2 = 0Ng° HP+5 6 = NNI° P4

3 = HPtq 7 = K89 NMI° 74

4 = Havn

NANALE- A8.0 (¢ BTSPT AS.0 P0¢ &mé- T1C T PLAc- A LTCOUFPA P90 O¢-T AarBan
+a MY TIHA 0997 TF PPAT £LE D 97 PUA 1@-?

1 = hF NNg° AlVEIS 5 = $AA 10+

2 = 1Mg° ANFES 6 = 1MP° PAA 10

3 = AVED4 7 = hP¥l NN9° PAA 10

4 = oo

071¢ n28PF 0O AT £LE P AALI® POLHIN YA AehbG .04 PP T N9°7 RLF a1 @FAN?
1 = N5 avp1n ALTAgP 6 = 1M9° aoda L AN

2 = ANg° a4 AL (IP 7 =&+ L% avdin @ FAN

3 = ooy AL TP
4 = 19oM’r AP0 AT g°
5 = aopy() SFAN
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Appendix C:

Questionnaires for secondary sources
Economic Freedom

Starting a business—procedures (number)

Starting a business—time (days)

1

2

3. Starting a business—cost (% of income per capita)

4. Starting a business—minimum capital (% of income per

capita)

Obtaining a license—procedures (number)

Obtaining a license—time (days)

Obtaining a license—cost (% of income per capita)

Closing a business—time (years);

©| © N o o

Closing a business—cost (% of estate);

10. Closing a business—recovery rate (cents on the dollar);

Taxation
11. Payments (number per year)
12. Time (hours per year)
13. Total tax and contribution rate (% of profit)

Urbanization:

14. Percentage of the population living in the urban area
Economic complexity

The complexity of an economy is related to the multiplicity of useful knowledge embedded in it.
Depth of Capital Market

The Depth of Capital Market is one of the six sub-indices of the Venture Capital and Private Equity
index.
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