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Abstract. Micro and Small Enterprises (MSEs) are considered 
to be engines of economic growth worldwide. Their efficiency 
and competitiveness is critical to the creation of employment, 
income generation and poverty reduction and thereby to gen-
eral growth of the economy. However, studies on MSEs in 
Ghana have mainly focused on the financial performance with 
little or no attention paid to the contribution of environmen-
tal and socio-demographic factors to entrepreneurial success. 
The data for this study was obtained from Micro and Small 
Enterprises (MSEs) in some twenty districts across Ghana. 
A total of 2899 entrepreneurs were interviewed. A binary logit 
regression was used in determining the impact of socio-demo-
graphic and environmental factors on entrepreneurial business 
success. As shown by the results, the odds of business success 
increase by 67% if the formal education period is extended 
by one year. Supportive environmental factors also signifi-
cantly contribute to business success. This study recommends 
a policy that will help improving access to market for MSEs. 
Policy makers should consider strengthening the potential of 
institutional support in terms of market information delivered 
by public institutions to enhance the business success of agri-
business entrepreneurs in Ghana.

Keywords: entrepreneurship; business success; Micro and 
Small Enterprises (MSEs) 

INTRODUCTION

The Ghanaian economy is replete with Micro and Small 
Enterprises (MSEs) across the major sectors (agricul-
ture, services and industry). In Ghana, these enterprises 
make up the bulk of the informal sector and are con-
sidered to be the engines of economic growth. Statis-
tics indicate that about 70% of Ghanaian enterprises are 
micro- to small-sized operators who significantly con-
tribute to the GDP (about 70%) and account for about 
92% of businesses in Ghana (Villars, 2004). MSEs are 
useful in ensuring income stability, growth and employ-
ment. The National Board for Small Scale Enterprises 
(NBSSI, the regulatory body for micro, small and medi-
um enterprises in Ghana) estimates that MSMEs consti-
tute about 90% of the private sector’s contribution to the 
GDP (Hayford, 2012). Their efficiency and competitive-
ness is critical to the country’s economic growth, crea-
tion of employment and poverty reduction. According to 
Kayanula and Quartey (2000), the importance of Micro 
and Small Scale Enterprises (MSEs) in Ghana is pri-
marily manifested by their smooth adaptability to cus-
tomer requirements; their ability to absorb funds from 
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financial institutions which otherwise would have been 
idle; the labor-intensiveness of their operation (as they 
employ more labor per unit of capital than large enter-
prises); their broad use of local resources (which means 
less foreign exchange requirements); and especially by 
their use and promotion of indigenous technological 
know-how. MSEs are also widely dispersed throughout 
the country. This, combined with their labor intensity, is 
a reason to believe that MSEs’ production units can pro-
mote a more equitable distribution of wealth than large 
companies. In the context of this paper, the authors adopt 
the working definition provided by the Regional Project 
on Enterprise Development Ghana, which classifies mi-
cro enterprises as those with less than 5 employees; and 
small enterprises as those employing 5 to 29 employees. 

RESEARCH PROBLEM

In spite of their significant contribution to Ghana’s gen-
eral economic development, MSEs face major chal-
lenges, including difficulty in accessing capital for 
investment purposes, poor working conditions, low 
technology levels, low quality products, inadequate net-
working, poor distribution system, poor regulatory sys-
tem, inadequate managerial support, poor infrastructural 
facilities and inadequate market information (Aryeetey 
et al., 1994; Kayanula and Quartey, 2000). These chal-
lenges ultimately prevent MSE owners from realizing 
their full potential as entrepreneurs, so they could make 
a valuable contribution to society. In the face of these 
challenges, a glaring concern that emerges relates to the 
drivers of the owners’ business success. The success of 
MSEs is considerably variable, and the key underlying 
factors relate to the characteristics of entrepreneurs, fi-
nance, capitalization, marketing, technology, social net-
work, gender, government policy issues (support and 
creation of the enabling environment), and enterprise 
management. This takes a great deal of investigation. 
Most studies on MSEs in Ghana have focused on their 
financial performance while those linking environmen-
tal and demographic factors to entrepreneurial success 
have received little or no attention. It is therefore of 
utmost importance to investigate factors that are likely 
to determine the success or failure of MSEs in Ghana, 
especially those related to both the demographic char-
acteristics of entrepreneurs and the economic environ-
ment. This study provides a platform that can help the 
entrepreneurs identify the factors behind their business 

success, thereby reducing the risk of failure and increas-
ing the chances of success.

Research questions that need to be answered as 
a part of the above research problem border on socio-de-
mographic issues and motivation for starting businesses 
and their relation to business success; and the environ-
mental factors that have any effect on entrepreneurial 
business success.

Two objectives specifically address the questions 
raised. These are (1) to identify the relationship between 
socio-demographic factors and motivation for starting 
business, on one side, and the success of agribusiness 
MSEs in Ghana, on the other; and (2) to determine the 
effect of socio-demographic and environmental factors 
on the success of MSEs in the Ghanaian agribusiness 
sector.

CONCEPTUAL FRAMEWORK

The decisions and capabilities of an entrepreneur ul-
timately influence the failure or success of an MSE. 
Nonetheless, firms do not operate in isolation but are 
closely linked with the macroeconomic, political, and 
social environment (Chowdhury et al., 2013). Education 
and experience in a particular business area are consid-
ered to be the key factors of business success (Waniga-
sekara and Surangi, 2010), as confirmed by the results 
obtained by Chowdhury et al. (2013). They indicate that 
experience and education exhibit positive correlation 
with, and have a direct impact on, entrepreneurial busi-
ness success. However, there is contention regarding 
the influence of age on business success. While some 
authors argue that age positively affects entrepreneurial 
business success, other results disprove these findings. 
For example, Nimoh et al. (2011) claim that age has no 
influence on entrepreneurial performance while Chow-
dhury et al. (2013) argue that it adversely affects entre-
preneurial business success. Numerous studies (His-
rich, 1990; Lussiers and Pfeifer, 2001; Raman, 2004) 
found the importance of the entrepreneur’s experience 
to be critical to business success. Again, environmental 
factors such as institutional support from government 
agencies, access to market information, improved tech-
nology, etc. have also been linked to entrepreneurial 
business success (Larsen and Lewis, 2007; McDowell, 
1997; Mintoo, 2006). According to Mead and Liedholm 
(1998), lack of access to market, information, finance 
and institutional support are major factors that hamper 
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the success of MSE entrepreneurs. Thus, if available, 
these factors become drivers of entrepreneurial success. 
The above discussion reveals that business success de-
pends on both demographic and environmental factors. 
Figure 1 reveals the connection between these factors 
and entrepreneurial business success. This study was 
based on the conceptual framework as depicted below:

RESEARCH METHODOLOGY

Sampling procedure and size
The data for this study was obtained from a Business 
Opportunity Identification Survey (BOIS) conducted by 
the Science and Technology Policy Research Institute 
(STEPRI) of the Council for Scientific and Industrial 
Research (CSIR) of the Ghana for the Rural Enterprises 
Program.

The sample size was estimated using the Slovin’s 
formula for sample size estimation, as specified below:

)Ne(1
Nn 2+

=
where:

n = sample size
N = Total population 
e = margin of error
With a margin of error e of 0.01 (which denotes the 

acceptable probability of error in sample selection) and 
an estimated number of 9,925 Micro and Small Enter-
prises (MSEs) in some twenty districts across Ghana, 
a total of 4,981 entrepreneurs in informal MSEs were 

surveyed. Out of this number, 2899 enterprises (rep-
resenting about 58.20% of the total number) were ag-
ribusinesses active in traditional forms of agricultural 
production and marketing; that group was used in the 
analysis. They include manufacturers of simple agri-
cultural implements, agro-processing businesses, street 
food vendors and restaurants, as well as providers of 
pre- and post-harvest services like tractor services, sort-
ing, packaging etc. 

Data analysis
Based on a literature review, the following hypotheses 
are tested to achieve the first objective:

H1: There is no significant relationship between the 
age of entrepreneurs and business success.

H2: There is no significant relationship between edu-
cation of the entrepreneurs and their success.

H3: There is no significant relationship between 
work experience of the entrepreneurs and their success.

The chi-squared test was used to measure the rela-
tionship between the socio-demographic characteristics 
of entrepreneurs and their business success.

To achieve the second objective, this study used the 
logistic regression in order to identify the factors that af-
fect entrepreneurial success. That method was employed 
because the dependent variable is a binary outcome of 
whether the entrepreneur is successful or not.

The model was as follows:

( ) μxββ
p1

pLog n10 ++=







− 

where:

( )p1
pLog 








−

 = dependent variable (binary outcome)

x = independent variables which may have an effect on 
the dependent variable
β1…n = coefficients of the independent variables which 
are to be determined
μ = error term of the function

Measurement of the dependent variable
A series of questions were asked regarding drivers of 
entrepreneurial business success. Because the questions 
boil down to the entrepreneurs’ subjective perceptions 
of success, their replies served as the dependent vari-
able. The subjective perceptions of entrepreneurs in as-
sessing their business success were also grounded in 

Demographic 
characteristics:
– Age
– Education
– Experience

Entrepreneurial
business successEnvironmental variables:

– Market availability
– Govt. institutional support
– Access to capital
– Access to market 

information
– Access to improved 

production technology 

Fig. 1. Conceptual framework of factors behind entrepreneur-
ial business success
Source: own elaboration.
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literature. Although several studies have relied on dif-
ferent performance measures (mainly for large compa-
nies), a major indicator widely used to determine busi-
ness success in small companies consists in collecting 
subjective feedback from the entrepreneurs. This is usu-
ally based on the entrepreneur’s satisfaction with a set 
of goals assumed to be a determinant of business suc-
cess. For example, Chowdhury et al., 2013; Luk, 1996; 
Perez and Canino, 2009 all used subjective perceptions 
of entrepreneurs (based on the Likert scale) to determine 
their business success.

However, this study adopted a slightly different ap-
proach, questioning the entrepreneurs on a number of 
issues to subjectively assess their business success. The 
most important questions included the following: (1) Are 

you able to meet your maximum production or process-
ing level as a proxy for business success? This question 
was important because most entrepreneurs find it crucial 
to make full use of their production capacity which is 
reflected by their ability to meet defined production or 
processing targets. Therefore, if the agribusinesses are 
able to reach their desired maximum production level, 
they are considered successful. (2) Are you able to sell 
all your products regularly? This was a good predictor 
for business success because it serves as a motivation to 
work at maximum production capacity. Also, the ability 
to maximize production contributes to business success 
since the primary objective of an entrepreneur operat-
ing at full capacity is to readily market its production. 
(3) How do you assess the growth of your business over 

Table 1. Definition of variables and a priori expectations

Variable Description a priori 
expectations

AGE1 age of the entrepreneur (continuous variable) +/–

EDUC2 years of formal education (continuous variable) +

EXP3 years of business experience (continuous variable) +

CSIR4 support from CSIR (dummy variable: 1 = Yes, 0 = No) +

BAC5 support from the business advisory centre of NBSSI (dummy variable: 1 = Yes, 0 = No) +

GRATIS6 support from the GRATIS foundation (dummy variable: 1 = Yes, 0 = No) +

SUPPINPUTS7 support from input dealers (raw materials, seeds etc.) (dummy variable: 1 = Yes, 0 = No) +

MKTINFO8 access to market information services (price trends, buyers, suppliers)  
(dummy variable: 1 = Yes, 0 = No)

SUPPFINSUR9 support from financial and insurance services (credit, savings, insurance institutions)  
(dummy variable: 1 = Yes, 0 = No)

+

SUPPTNSTOR10 support from transport and storage services (e.g. grain purchasing, haulage)  
(dummy variable: 1 = Yes, 0 = No)

+

SUPPTEXT11 support in the form of training and extension (technical and business training)  
(dummy variable: 1 = Yes, 0 = No)

+

SUPPQASUR12 support from quality assurance providers (research, innovation, development monitoring)  
(dummy variable: 1 = Yes, 0 = No)

+

TECHIMPQ13 adopted technology for improved production quality (dummy variable: 1 = Yes, 0 = No) +

TECHIMPKG14 adopted technology for improved packaging (dummy variable: 1 = Yes, 0 = No) +

TECHEFF15 adopted technology for efficient production (dummy variable: 1 = Yes, 0 = No) +

TECHSAFE16 adopted technology for improved safety in production (as regards health and safety stand-
ards) (dummy variable: 1 = Yes, 0 = No)

+

Source: own elaboration.
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the past year? This is a good indicator since some en-
trepreneurs also measured their success based on how 
they perceived the growth of their business. The above 
was merged into one question based on the replies. The 
result was ultimately used as a proxy for the depend-
ent variable, with the predictors being grouped into two 
categories (socio-demographic characteristics and envi-
ronmental factors). The variables are as defined below.

The function is specified as: 

SUCC = β0 + β1…16 + μ

where:
SUCC = entrepreneurial business success (binary 
outcome: Yes = 1, No = 0)
β1 – β16 are the coefficients of the independent vari-
ables which are to be determined and are defined 
below.

RESULTS AND DISCUSSION

Demographic characteristics of entrepreneurs 
Female-owned enterprises prevailed in the group of 
businesses surveyed (with a share of nearly 70%). These 
were mainly restaurants and food vendors from the in-
formal sector, generally owned and operated by females 
in the Ghanaian setting (Table 2). The age of entrepre-
neurs surveyed ranged between 17 and 67 years. A large 
part of them (56%) had no formal education while about 
23% were educated up to the junior high school level. 
In terms of business experience, more than half (53%) 
of entrepreneurs had been engaged in their businesses 
for more than 10 years (Fig. 2) and only about 2% were 
very new in the business environment, having spent 
less than one year as entrepreneurs. The above implies 
that a large proportion of entrepreneurs in this survey 
had more years of business experience. This could be 
a good indicator of success since they would have had 
enough time to implement adequate strategies to meet 
their goals.

The respondents cited different reasons for having 
started their current businesses (Table 3). One of the re-
plies was a precedent set in their families. Such entre-
preneurs felt the need to start up their business because 
of the success chalked by family members who had 
previously engaged in such businesses. Other motivat-
ing factors for starting businesses were monetary gain; 
putting into practice the knowledge acquired in school; 
easy access to raw materials; passion for this type of 

Table 2. Demographic characteristics of entrepreneurs

Category Frequency Percent (%)

Gender

Male 915 31.5

Female 1 988 68.5

Total 2 899 100.0

Age distribution

Less than 18 years 8 0.3

18–35 years 791 27.5

36–60 years 1 778 61.8

Above 60 years 300 10.4

Total 2 877 100.0

Highest educational qualification

None 1 597 56.0

Primary 375 13.1

Junior High School/Middle 
School Leaving Certificate

642 22.5

Senior High School/Vocational/
Technical school

148 5.2

Diploma 57 2.0

Degree 19 0.7

Postgraduate 2 0.1

Other (specify) 14 0.5

Total 2 854 100.0

Source: own elaboration based on survey data.

Fig. 2. Number of years of business experience of entrepreneurs
Source: own elaboration based on survey data.
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business; and the trend of high demand observed in that 
business in the local economy. Among both successful 
and unsuccessful businesses, monetary gain and source 
of employment were the most frequently cited main in-
centives for starting a business.

Relationship between socio-demographic 
features, motivation for starting a business 
and business success: the chi-squared test
The significance test was based on the fact that if the 
calculated chi-squared score is equal to or greater than 
the critical value, the p-value is at or below the preset 
level (p = 0.05). Therefore, the null hypothesis may be 
rejected. Conversely, if the calculated chi-squared score 
is below the critical value, it implies that the p-value 
is above the preset level, and the null hypothesis can-
not be rejected. The chi-squared test resulted in a score 
of 4.532 for the age of entrepreneurs and 12.439 for 
the education level, both of which are greater than the 
critical value of 3.524 (at p = 0.05). Therefore, the null 

hypothesis is rejected because the results suggest a sig-
nificant relationship between the age and education lev-
el of entrepreneurs and their business success (Table 4). 
However, the chi-squared value of 3.273 calculated for 
the entrepreneurs’ business experience is below the crit-
ical level of 3.524. Therefore, the null hypothesis can-
not be rejected because the results show no significant 
relationship between business experience and business 
success.

There is no significant relationship between business 
success and continuity in family (heritage) business as 
a motivation to commence (Table 5). The study does 
not reject the hypothesis on the absence of significant 

Table 3. Motivation for starting a business by current business success status (%)

Motivational reason Successful 
businesses 

Unsuccessful 
businesses 

Family business as motivation for starting a business 18.3 17.4

Monetary gain as motivation for starting a business 34.8 36.3

Professional training as motivation for starting a business 0.6 0.6

Source of employment as motivation for starting a business 34.9 37.2

Easy access to raw materials as motivation for starting a business 4.2 4.0

Passion as motivation for starting a business 4.9 2.7

High product demand as motivation for starting a business 2.3 1.8

Total 100.0 100.0

Source: own elaboration based on survey data.

Table 4. Chi2 significance test for business success and socio-
demographic factors of entrepreneurs 

X2 Asymp. sig. (2-sided)

Age of entrepreneur 4.532 0.209

Education level 12.439 0.087

Business experience 3.273 0.513

Source: own elaboration based on survey data.

Table 5. Chi2 significance test between business success and 
motivational factors for starting a business 

Motivating factors Value Asymp. sig. 
(2-sided)

Continuity in family business 5.041 0.080

Monetary gain 1.262 0.532

Professional training in a type 
of business

0.025 0.874

Source of employment 0.660 0.416

Easy access to raw materials 0.096 0.757

Passion for business 41.767 0.000

High product demand 2.875 0.090

Source: own elaboration based on survey data.
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relationships between monetary gain, professional train-
ing in the business, easy access to raw materials, the 
business as a source of employment and high product 
demand as motivating factors for entrepreneurs in en-
gaging in their businesses, on one side, and their busi-
ness success, on the other.

The effect of socio-demographic 
characteristics and environmental factors on 
business success
As shown by the results of the binary logit regression, 
the age and experience of the entrepreneurs do not sig-
nificantly affect their business success. This is incon-
sistent with the results from previous research (e.g. Ra-
man, 2004) which found experience to have a critical 
contribution to business success. The number of years 
in formal education has a positive significant effect on 
the chances of business success of entrepreneurs. How-
ever, in order to discover the real effect of the period 
of formal education (a continuous variable) on business 
success, the proportionate (percentage) change1 in the 
odds of business success in relation to failure was cal-
culated. The result indicates that the tendency to suc-
ceed increases by about 67% with an additional year of 
education attained by an entrepreneur or, conversely, 
the odds of business failure decrease by about 33% if 
the entrepreneur’s education period is extended by one 
year. This highlights the importance of formal education 
for business success. The environmental factors are split 
into two groups: political and macroeconomic factors. 
Political factors are those linked to the support provided 
by public institutions (as policy initiatives) to help en-
trepreneurs engage in a successful private business. The 
results indicate that the odds of success for agribusiness 
entrepreneurs increase by 0.17 times if additional train-
ing support is provided by the Council for Scientific and 
Industrial Research (CSIR), a public institution primar-
ily focused on research into technological improvement. 
The result is even more interesting if GRATIS (another 
public institution) is involved. An additional support 
provided by GRATIS will tend to increase the chances 
of success for agribusiness entrepreneurs by as much as 
3.28 times compared to the odds of failure. This result 
is plausibly explained by the fact that GRATIS focuses 
its support measures on MSEs active in the processing 

1 display (exp(_b[EDUC]*100)-exp(_b[EDUC]*111))/
exp(_b[EDUC]*111)*100 = –66.921165

industry, and tremendously contributes to their success. 
A very important macroeconomic factor, access to mar-
ket information, exerted a positive effect on business 
success. This was manifested by the fact that the odds 
for entrepreneurial business success increased by 2.27 
times if the entrepreneurs had access to market informa-
tion regarding their products.

SUMMARY AND RECOMMENDATIONS

This study intended to identify the socio-demographic 
characteristics of micro and small agribusiness entre-
preneurs, and to determine the effect they have (to-
gether with some selected environmental factors) on 
business success. Based on relevant literature, the null 
hypothesis on the absence of a significant relationship 
between age and education level of entrepreneurs (on 
one side) and business success (on the other) is rejected 

Table 6. Factors of success in the agribusiness

Odds ratio p > z Std. err.

AGE 1.001743 0.752 .00551

EDUC 1.105802 0.038** .0535579

EXP 0.979993 0.233 .0166161

CSIR 0.1560007 0.000*** .0606608

BAC 1.518867 0.081* .3641734

GRATIS 3.284717 0.002*** 1.241307

SUPPINPUTSS 1.92024 0.000*** .2916178

MKTINFO 2.269982 0.000*** .3467733

SUPPFINSUR 1.052632 0.779 .1920972

SUPPTNSTOR 1.543631 0.053* .3460108

SUPPTEXT 0.6768174 0.010** .1025897

SUPPQASUR 1.607846 0.261 .6793998

TECHIMPQ 0.583665 0.000*** .0760698

TECHIMPKG 0.7029919 0.047** .1246004

TECHEFF 0.4236404 0.000*** .0699954

TECHSAFE 0.568932 0.001*** .0935164

_cons 0.3788208 0.003*** .1242403

*** p < 0.01, ** p < 0.05, * p < 0.1.
Dependent variable (binary outcome): Success = 1, Failure = 0
Source: own elaboration based on survey data.
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since the results proved otherwise. However, no signifi-
cant relationship exists between the number of years 
of business experience and business success. Also, this 
study reveals that supportive environmental factors (es-
pecially public institutional support) contribute to the 
success of agribusiness entrepreneurs in Ghana. Access 
to the ready market and market information (prices, 
trends, buyers, etc.) are factors with significant effect 
on business success. Because of the importance of in-
stitutional support and accessible market information 
to business success, policy intervention must be geared 
towards strengthening these areas to increase the rate 
of business success of agribusiness entrepreneurs. 
What also needs to be noted is that their success has 
a positive ripple effect on the whole Ghanaian econ-
omy due to the downstream and upstream linkages in 
the agribusiness sector.
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