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Developing a framework for entrepreneurship
ecosystem for developing countries: The
application of institutional theory

Bylon Abeeku Bamfo'*, Felicity Asiedu-Appiah? and Enya Ameza-Xemalordzo®

Abstract: This is a qualitative study, which aims at developing a framework for
entrepreneurship ecosystem for Ghana and other developing countries through
the lens or with the application of institutional theory. In all, 61 owner managers
were sampled for the study. In addition, 19 institutions were selected for the
study. These were institutions that the researchers identified as having activities
that were geared towards entrepreneurship capacity building and were willing to
participate in the study. The sampling technique adopted was purposive, and the
data collection methods were face-to-face interview with respondents and focus
groups. The study revealed that there is a need for continuous building of the
capacities of owner managers as a way of encouraging them to continuously
push for innovative ideas that can be translated into acceptable products. The
capacity-building responsibility is not the exclusive preserve of the government
but all other institutions that have a stake in entrepreneurship development.
However, governments of the developing world need to play a leading role in
coordinating and regulating the activities of other stakeholders or institutions
that operate at intertwined layers of regulative, normative, and cognitive pillars
of an ecosystem.

Subjects: Production, Operations & Information Management; International Business;
Marketing
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1. Introduction

The importance of entrepreneurship to the development of economies of both developed and
developing countries has widely been recognised by practitioners and researchers (Kayanula &
Quartey, 2000). It has been argued that the development of entrepreneurship and small busi-
nesses has contributed to the assumption of economic leadership of most countries in a wide
range of industries (Stokes, 1995). Entrepreneurial capitalism is seen as a central mechanism in
promoting efficiency, productivity, economic development, and international competitiveness of
enterprises (Acquaah, 2005). Entrepreneurial stakeholders have recognised the importance of
entrepreneurship in contributing to the employment and gross domestic product (GDP) of coun-
tries, and developing countries in particular. The United Bank for Africa (UBA) Growing Business
Programme studies shows that about 90% of all businesses in Africa fall under the SME sector, and
the sector’s contribution to GDP and employment in most African countries is estimated to be
about 40% and 70%. Small-scale enterprises make significant contributions to income and
employment and have the potential for self-sustaining growth.

Thus, the developmental agenda of developing countries hinges, to a very large extent, on the
effective development of entrepreneurship and/or the small business sector. Many studies have
considered the role of entrepreneurship in the development of developing economies. Besides,
some studies, particularly that of Cao and Shi (2021), on entrepreneurship ecosystem concentrated
on some differences between developed and developing economies using factors such as resource
scarcities, structural gaps, and institutional voids and was done at the systematic literature review
level. However, little attention has been paid to the empirical development of a framework for the
entrepreneurship ecosystem for developing countries. It must be emphasized that there are other
relevant parties that affect entrepreneurial success (Isenberg 201). However, in developing this
framework, the current study empirically focuses on the contributions of four major enterprise-
support institutions of higher educational institutions, international organisations, financial institu-
tions, and government institutions. This is explained by the fact that, they feature prominently in
the entrepreneurial development process. The role of entrepreneurs and owner managers was also
explored in empirically developing the framework for the entrepreneurship ecosystem. This study is
further uniquely underpinned by the application of institutional theory.

2. Literature review

Institutional theory has become popular with writers and researchers as they are increasingly
utilising the theory as the lens for many areas of research including entrepreneurship.
Entrepreneurial firms and small businesses in developing countries face rapid and dramatic shifts
in the institutional environment. These shifts present owner managers with challenges as they
seek to grow and develop their ventures (Bruton et al.,, 2010). The introduction of institutional
theory in this study is very important because it provides an overarching theoretical lens through
which organisational strategies (Scott, 1994) of enterprise-support institutions and organisational
responses of entrepreneurial firms can be illuminated. Thus, institutional theory serves as a guide
for explaining the behaviour of small businesses as well as enterprise-support organisations of the
government, financial institutions, higher educational institutions, and international organisations
in the developing world.

2.1. Institutions defined

It is important to define the fundamental constituents of the theory. This section thus explores the
meaning of “institutions” with reference to institutional theory. This understanding will help in
finding out the underpinning elements of institutional theory. There is a debate in the literature
with regard to the distinction between institutions and organisations. It has been established that
there is not a single universally acceptable or agreed definition of the concept of “institution”
(Scott, 2002). In other words, the term institutions may mean different things in different contexts,

Page 2 of 19



Bamfo et al., Cogent Business & Management (2023), 10: 2195967 O;K-: cogent P b us | Nness & mana ge me nt

https://doi.org/10.1080/23311975.2023.2195967

and therefore, it is very difficult to pin it down to one unarguable definition. It is therefore, not
uncommon to have different definitions and interpretations of the term “institutions” (Hoffman,
1999; Japperson, 1991; Scott, 2002).

Institutions have been defined as “rules, norms, and beliefs that describe reality for organisa-
tions, explaining what is and is not, what can be acted upon and what cannot” (Hoffman, 1999,
p.- 351). They are taken-for granted, culturally understandings, which specify and justify social
arrangements and behaviours, both formal and informal. Therefore, institutions can be viewed as
performance scripts, which provide “stable design for chronically repeated activity sequences,”
deviations from which sanctions are imposed (Japperson, 1991, p. 145).

According to the key premises of institutional theory, institutions are social structures that have
attained a high degree of resilience and they include cultural-cognitive, normative, and regulative
components (Scott, 2007). These elements together with related activities and other resources
bring about stability and make social life meaningful. Even though this definition emphasises
stability, some researchers believe that institutions are subject to change processes, both incre-
mental and discontinuous (Scott, 2002).

Broadly speaking, the term has been used to refer to the formal set of rules, ex-ante agree-
ments, less formal shared interaction sequences, and taken-for-granted assumptions, which
organisations as well as individuals are supposed to follow (Bonckeck & Shepsle, 1996; Scott,
2007). These take their root from rules, such as regulatory structures, government agencies,
laws, courts, professions, scripts, and practices in the societal and cultural domains that exert
conformance pressure (DiMaggio & Powell, 1991). Thus, North (1991) argues that institutions are
humanly devised constraints that structure political, economic, and social interaction. They com-
prise both informal constraints, such as values, norms, sanctions, taboos, customs, traditions, and
codes of conduct and formal rules, such as constitutions, laws, economic rules, property rights, and
contracts. Examples of informal constraints in the developing world with respect to entrepreneur-
ship development are customs and traditions. The customs and traditions require the entrepreneur
or the owner manager to employ extended family members first, even if their skills and/or
competences are not enough to perform the job. As an example of formal constraints, the
realisation is that the laws, economic rules, property rights, and contracts favour large businesses
at the expense of small businesses.

Given this emphasis on regulative and normative aspects within the extant literature, other
researchers have looked at “institutions” from another perspective. For example, DiMaggio and
Powell (1991) bring their neo-institutionalism to bear on the explanation of institutions. The new
institutionalism organisational theory rejects the rational-actor model and is interested in institu-
tions as independent variables, a turn toward cognitive and cultural explanations.

The discussion above of institutions from different perspectives suggests that they create
expectations that determine the appropriate actions for organisations and also form the reasons
by which laws, rules, and taken-for-granted behavioural expectations appear natural and abiding.
Therefore, institutions define in an objective sense what is the appropriate behaviour of organisa-
tions and thus any behaviour that is contrary to what has been defined by these institutions is
considered inappropriate or unacceptable. It has thus been argued that the institutions set the
rules of the game and/or define the way the game is played, whereas the organisations are the
players that must play in accordance with the set rules (DiMaggio & Powell, 1983; Scott, 2007).

In this study, the institutions are the major enterprise-support organisations, mainly the govern-
ment agencies, financial institutions, higher educational institutions, and international organisa-
tions. These institutions determine the regulative, normative, and cognitive infrastructures for
small businesses in developing countries. These institutions set rules for small businesses and
small businesses are thus expected to play according to their rules. The building of
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entrepreneurship capacity is thus dependent on the conformance of small businesses to the rules
of these institutions. The conformance is also dependent on how flexible these rules are and the
readiness of the entrepreneurs to comply. This calls for collaborative efforts on the part of the
institutions and entrepreneurs. At the cognitive level, the development and growth of small
businesses, and hence the capacity for entrepreneurship is highly linked to the training and
education offerings of these enterprises support institutions. The three pillars of institutional
theory and how they apply to the current research are discussed further.

2.2. The pillars of institutional theory and their application in entrepreneurship ecosystem
Institutional theory acknowledges the importance of economic forces and technical imperatives in
shaping social and organizational systems. It also seeks to examine the behaviours and prefer-
ences of organisations, individuals, and other outside forces (Bruton et al., 2010; Dacin et al., 2007;
Delmar & Shane, 2004; Tolbert et al., 2011). Institutional theory focuses on the regulatory, social,
and cultural influences that bring about survival and legitimacy of an organisation rather than
concentrating solely on efficiency seeking behaviour (Scott, 2002). The theory emphasizes the
environmental factors experienced by an organisation, such as the norms of society, rules, and
requirements, which organisations are expected to conform to. This helps in creating legitimacy
and support for such organizations (Bruton et al., 2010; Carney and Scott, 2001; Tolbert et al., 2011;
Dacin et al., 2007).

Institutional theory depends to a very large extent on social constructs to help in defining the
structure and processes of organizations. The distinctive and the most basic characteristic of
institutional theory is conformity. This conformity is what is used in determining the legitimacy
of organizations. The concept of conformity seeks the establishment of “rational myths” in which it
is just “rational” that there is the incorporation of certain norms of society, rules, and requirements
into missions and goals of organizations (Manolova et al., 2008; Welter, 2011).

These debates bring to the fore the important role that entrepreneurs and small businesses need
to play in developing societies. The Ghanaian society, for example, requires entrepreneurs to
contribute, among other things, to the creation of employment for thousands of unemployed
people and thus reduce unemployment and poverty. This is very useful in creating legitimacy and
support for small businesses. However, small businesses cannot gain the full support of society if
their contribution to the growth and development of the economy is infinitesimal. There is a need
for building entrepreneurship capacities to propel entrepreneurs and/or owner managers to con-
tribute more to national development. This is what the current study seeks to investigate and to
recommend a framework for the building of entrepreneurship capacity with the application of
institutional theory.

2.3. The regulative pillar

The regulative pillar takes its roots from the studies in economics and thus represents a rational
actor model of behaviour, based on sanctions and conformity. By means of the rules of the game,
monitoring and enforcement, institutions guide the behaviour (North, 1990; Scott, 2001; Tolbert
et al,, 2011; Dacin et al,, 2007). Thus, Scott (1994) argues that the regulatory dimension of the
institutional profile consists of laws, regulations, rules, and government policies in a particular
national environment, which promote certain types of behaviour and restrict others. In other
words, the regulatory pillar of an institutional system works to give support, incentive, and
sanction to organizations and individuals from authoritative bodies, such as a government,
which regulates the actions of individuals and organizations (Brandl & Bullinger, 2009; Hinnings
& Tolbert, 2008).

The regulative processes consist of rule-setting, monitoring, and sanctioning activities. The
regulative processes involve the capacity to establish rules, inspect, or review others’ conformity
to them, and as necessary, manipulate sanctions-reward and punishments-in an attempt to
influence future behaviour. These rules and regulations stem primarily from legislation by
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government and industrial agreements and standards. These legislative instruments provide
guidelines for entrepreneurial organisations, particularly new ones. This more often than not
results in organisations and individuals complying with laws or may require a reaction if there is
a lack of regulation in the region of the entrepreneurial firm (Bruton et al., 2010; North, 1990).

As stated earlier, the study investigates four major enterprise-support institutions. The institu-
tions identified are governmental institutions, financial institutions, higher educational institutions,
and international organisations. These institutions come up with policies and rules that control the
activities of small businesses in developing countries. These policies and rules are important in
entrepreneurship research because they serve as a guide for the behaviour of entrepreneurs and
small businesses (Brandl & Bullinger, 2009; Hinnings & Tolbert, 2008). In order to ensure effective
entrepreneurship capacity building, therefore, small businesses and entrepreneurs should comply
with the laws of government agencies as well as the rules and regulations of the other key
enterprise-support organisations (Bruton et al, 2010). It must be, however, stated that these
rules and regulations sometimes not easily complied with as some of them are made without
taking into account the needs and the capacity of these small businesses to comply. In other
words, policies, rules, and regulations are not necessarily situated in the current reality of small
businesses. Some of these rules and regulations are made by these institutions with reference to
global business circumstance (Abor & Biekpe, 2007; Kayanula & Quartey, 2000). Therefore, this
study offers a useful contribution to knowledge through an in-depth exploration of the needs of
small businesses as well as offerings of enterprise-support institutions in portraying a holistic
understanding of the macro-level dimensions of capacity-building activities for enterprise devel-
opment in Ghana.

2.4. The normative pillar

The normative pillar represents models of organisational and individual behaviour based on
obligatory dimensions of social, professional, and organisational interaction. By defining what is
appropriate and/or expected in various social and commercial situations, institutions guide beha-
viour (Bruton et al., 2010). Normative systems are typically comprised of values and norms that
further establish consciously followed ground rules, which people must conform to. It is also often
called culture. Normative systems define goals or objectives and also designate the appropriate
ways to pursue them (Scott, 2007). Thus, normative institutions exert strong influence because of
their social obligation to comply, rooted in social necessity or what organisations and individuals
should be doing (March & Olsen, 1989). It has also been argued that some societies have norms
that are geared toward the facilitation and financing of entrepreneurship, while some other
societies do not encourage it by making it difficult, often unwittingly (Baumol et al., 2009).

The relevance of this pillar to the current study is that entrepreneurs in the developing world, in
seeking to build their capacity for growth and development, must take into consideration the
societal and/or cultural implications of their actions. The goals and objectives of these entrepre-
neurs must be cultural and societal driven (Scott, 2007). It is only by doing this that the norms of
the society will be geared towards encouraging and facilitating entrepreneurship (Baumol et al.,
2009). Wealth generation and employment provision, particularly in certain localities, are consid-
ered to be legitimate socio-economic functions of new enterprises and small businesses in devel-
oping countries. Therefore, normative considerations include the attitudes, norms, and cultural
values towards entrepreneurship, which underpin the philosophy and approach behind setting up
enterprise-support programmes by such institutions, such as government agencies, financial
institutions, higher education institutions, and international institutions.

2.4.1. The cognitive pillar

The last pillar is the cognitive pillar. It is derived from the recent cognitive turn in social science
(DiMaggio & Powell, 1991). It represents models of individual behaviour based on subjective and
constructed rules and meanings that place limits on appropriate beliefs and actions. The cognitive
elements of institutions are the rules that constitute the nature of reality and the frames through
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which meaning is made. Cognitive structures affect the cognitive programs, i.e., schemata, frames,
and inferential sets, which people use when selecting and interpreting information (Markus &
Zajonc, 1985). Cognitive pillars often operate more at the individual level in terms of culture and
language and other taken-for-grantedness and preconscious behaviour that people rarely think
about (DiMaggio & Powell, 1991; Scott, 2007). The importance of this pillar to entrepreneurship
research is explained in terms of how societies accept entrepreneurs, inculcate values, and even
create a cultural environment whereby entrepreneurship is accepted and encouraged (Harrison,
2008). This is very closely linked to normative pillars, but the emphasis is more on the knowledge
base and learning of entrepreneurs and owner managers and making sense of such knowledge for
synthesising it for effective enterprise development.

On the basis of the above discussion, the research questions guiding the current study are as
follows: 1. What are the principal actors in the entrepreneurship development agenda in the
developing world? 2. What is the strategic role of government in the entrepreneurship programme
of developing countries? How do stakeholders on the entrepreneurial development agenda operate
at intertwined layers of regulative, normative, and cognitive pillars of an ecosystem?

3. Research methods

The study aims at developing a framework for entrepreneurship ecosystem for developing coun-
tries with the application of institutional theory. Ghana is chosen as the study area. The two major
cities of Accra and Kumasi were the focus areas of the study. These two cities were selected by
reason of the fact that they are the two major cities of Ghana and majority of owner managers are
located there. Besides, Accra and Kumasi represent the southern and northern sectors of Ghana,
respectively, thus eliciting responses across the country.

The population consisted of owner managers of all registered small businesses in these two
cities that fell within the definition of small businesses provided by the National Board for Small
Scale Industries in Ghana (NBSSI). The selection was further based on whether the owner man-
agers had had any dealings with any enterprise-support institution in Ghana. In addition, four
major enterprise-support institutions were selected for the study. They include higher educational
institutions, government agencies, international organisations, and financial institutions. These
institutions were selected because of their pivotal role in entrepreneurship development. Thus,
the sampling technique adopted in the study was purposive sampling (Patton, 2002). In all, 61
small business owners were selected for the study. In addition, 19 institutions were selected for
the study. These were institutions that the researchers identified as having activities that were
geared towards entrepreneurship capacity building and were willing to participate in the study.
They included four higher educational institutions, five government agencies, four banking institu-
tions, five microfinance companies, and one international organisation.

The study is mainly qualitative. The analysis process started with the transcription of the inter-
views. The transcription was done by listening to the audiotape and making reference to the notes,
which were taken alongside to make sure that all relevant data were captured. The transcription
was done in word document in a structured form according to the order of the questions on the
interview guide. This was done for each interview guide. With this structured data, the researcher
took advantage of NVivo’s auto-coding features and imported them into NVivo software. The
software then automatically developed the codes for analysis.

After the transcription of the interviews and the importation into the NVivo software, the
researcher identified those words and/or statements that featured prominently under each node
for the purpose of analysis. With the help of the NVivo software, the researchers grouped the
segments into categories that reflect the various aspects of the subject under investigation. There
was thus the identification of common and relevant themes and meaning created out of them
(Leedy & Ormrod, 2005; Malhotra, 2007; Zikmund et al., 2010).

Page 6 of 19



Bamfo et al., Cogent Business & Management (2023), 10: 2195967 O;K-: Cogent P b us | Nness & mana ge me nt
https://doi.org/10.1080/23311975.2023.2195967

Figure 1. Framework for entre-
preneurship development in
developing countries.

Source: Author’s construct,
2020.

The final result was, therefore, a general description of the subject under study as described by
the respondents. The focus again was on common themes in the responses, even though there
were divergent views on some issues raised during the interviews on both sides of the participant
divide.

4. Results and discussion

This section seeks to discuss the results of the study, which have culminated in the development of
a framework for entrepreneurship ecosystems in developing countries with the application of
institutional theory. Thus, the three pillars of institutional theory feature prominently in the
discussion of the components of the framework. The discussion of the components of the frame-
work also takes into consideration the invaluable role the major enterprise institutions are playing
as well as the general attitude of entrepreneurs or owner managers with regard to their relation-
ship with these institutions.

Figure 1 shows a framework for the development of entrepreneurship in developing countries. It
is made up of government agencies at the centre, regulating and coordinating the activities of the
other enterprise-support institutions of higher educational institutions, financial institutions (banks
and microfinance companies), international institutions, and entrepreneurs. The framework also
shows the underpinning pillars of institutional theory. The components of the framework are
discussed below.

4.1. The government: regulating and coordinating functions: the regulative -man

In developing countries, such as Ghana, the government has a central role to play in regulating
and coordinating the activities of other enterprise-support institutions and entrepreneurial firms
(Michael & Pearce, 2009; Tambunan, 2008). Figure 1 shows the central role of regulating and
coordinating the activities of the enterprise-support institutions and entrepreneurs. This is done
through the government agencies or one main agency responsible for regulating and coordinating
the activities of enterprise-support organisations and the activities of entrepreneurs. Multiplicity of
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agencies performing almost the same functions of regulating and coordinating the activities of
these institutions andsmall businesses is not helpful. This is because, as the study revealed, some
functions overlap. For example, some activities and/or functions of the National Board for Small
Scale Industries (NBSSI), Rural Enterprises Project (REP), and Micro Finance and Small Loans Centre
(MASLOC) do overlap. Even though the various agencies of government seem to be focusing on
different types of entrepreneurs, there is no clear-cut distinction of functions and focus. This can
result in confusion among entrepreneurs.

The need to regulate the activities of the enterprise-support institutions and small businesses is to
ensure that there is sanity in the system for entrepreneurship growth and development. Some
enterprises support institutions that are profit oriented and will therefore support entrepreneurship
development in a way that will help them achieve their parochial objectives. For example, the study
revealed that the prevailing criteria for accessing support (training and financial) from the financial
institutions are not favourable at all to small businesses and entrepreneurship development for that
matter. Some of these institutions will not offer any support to small businesses or entrepreneurs that
are not their customers. This point is buttressed by the response of one bank official in this way:

We invite our customers to hear their challenges and offer pieces of advice we believe will help
them. The advice borders on current issues which we believe have the potential of increasing
the productivity of the businesses of our clients.

Even for those that are their customers, the criteria for qualifying for support are so stringent that
the majority of the entrepreneurs are alienated. In addition, these financial institutions do set their
lending rates arbitrarily to the disadvantage of the entrepreneur so that it becomes almost
impossible to borrow for investment. Besides, almost all the higher educational institutions are
commercializing their support in the form of training to small businesses to the extent that some
of them do charge entrepreneurs huge sums of money before they can access their training
programmes. In addition, the charges are in dollars instead of Ghanaian cedis. A participant
from one of the universities in Ghana stated that

We do charge for our services mainly because we need to maintain the secretariat. They pay
in dollars or dollar equivalent. As to how much they pay now, I cannot tell.

This has a tendency to turn away a lot of entrepreneurs to the detriment of entrepreneurship
growth and development and the economy for that matter. The government comes in to ensure
that the activities of the enterprise-support institutions; particularly the financial institutions are
properly regulated to ensure effective growth and development of entrepreneurship in the devel-
oping countries (Sacerdoti, 2005). For example, the lending rates to small businesses can be
decided by the government, and the financial institutions are supposed to abide by them.

Coordinating functions are equally important since having regulations in place without effective
coordination of the activities of the enterprise-support institutions and small businesses will not
augur well for entrepreneurship development. Coordination in this context means ensuring that all
the activities of the stakeholders for entrepreneurship development in the country (the govern-
ment, financial institutions, international organisations, higher educational institutions, and entre-
preneurs) are well organised. This can be achieved by the government having a credible database
of the activities of enterprise-support institutions and other entrepreneurial opportunities (domes-
tic and abroad) and making them available to the owner managers. These owner managers must
have access to this information at no cost to them. In addition, entrepreneurs must provide the
government agencies with feedback on their activities and the challenges they face on a regular
basis. This will ensure that pragmatic measures are put in place to address the challenges faced by
entrepreneurs holistically.
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4.2. Entrepreneurship education and training: the role of higher educational institutions:
interface of cognitive and normative pillars

Entrepreneurship growth and development in developing countries thrive on entrepreneurial
education and training. In other words, there cannot be any meaningful economic development
through entrepreneurship and small business development without entrepreneurial education and
training (Cope, 2005). Entrepreneurs need to build capacity through the acquisition of knowledge.
This is pivotal to the growth and development of their ventures as their knowledge will be brought
to bear on the effective and efficient management of their ventures for higher performance. Thus,
there is the recognition that there is a positive correlation between the level of knowledge and/or
expertise of entrepreneurs and the level of development of their ventures (Sinha, 2004).

Many enterprises support institutions are in the business of providing education and training to
entrepreneurs. This ascribes to the cognitive pillar. The cognitive pillar recognises the importance
of knowledge and skills to the development of entrepreneurship (Dacin et al., 2007; Scott, 2007;
Tolbert et al., 2011). Moreover, these institutions are raising awareness about entrepreneurship,
which also connects to the normative pillar of institutional theory. One such enterprise-support
organisations in Ghana and other developing countries is higher educational institutions, which
have an even more important role to play in providing education and training, as well as creating
awareness about entrepreneurship. The reason is that education and training are core functions of
higher educational institutions unlike the others, such as the financial institutions and government
agencies (Bolden et al., 2008). The coordinator of the entrepreneurship programme at one of the
public universities in Ghana indicated that

The fact is that many of these entrepreneurs and small businesses owners are ignorant of
good business practices and therefore there is the need for the creation of awareness. For
example, some of them combine their personal and business accounts and others do not keep
proper records. Basically, we are there to help them to grow their businesses

The findings of the study further suggest that there are two pathways by which higher educational
institutions can contribute meaningfully to the growth and development of entrepreneurship in
developing countries. The first is entrepreneurship community service. Universities and polytech-
nics are providing services to the community in general as part of the roles they play in society.
Entrepreneurship education and training thus become an integral part of their community service.
This can even be used in rating these institutions and also serve as important input for promoting
staff of the universities and polytechnics. In an attempt to get better ratings, the institutions will
ensure that they do not relent in contributing to the success of small businesses in their countries.
Members of staff are also going to lend their support because they know that will be integral to
their promotion and/or professional advancement.

Again, the findings suggest that the current level of support for entrepreneurs in the developing
world by higher educational institutions is not to the level that can revamp the activities of small
businesses or build their capacities for growth and development. Thus, the entrepreneurship
community service pathway is very important in ensuring the continuous improvement and/or
sustainability of the current support programmes, which the higher educational institutions are
providing for entrepreneurs. It also has the positive effect of reducing the current commercialisa-
tion of education and training support for entrepreneurs by the higher educational institutions in
Ghana and other developing countries.

The other pathway is graduate entrepreneurship. The aforementioned pathway is for existing
entrepreneurs or owner managers. The graduate entrepreneurship pathway focuses on students in
the polytechnics and universities in developing countries. Entrepreneurship education has become
very popular in all countries and even in developed countries. This is as a result of the current
recognition of the importance of entrepreneurship education to economic growth and develop-
ment (Mafela, 2009). Thus, entrepreneurship education and training should be an integral part of
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the curricula of all departments and schools in the universities and polytechnics, spearheaded by
business and management schools. In other words, before any student leaves a particular uni-
versity or polytechnic, that student must have had education and training in entrepreneurship.

This will ensure that students do not come out of schools only to seek employment, which has
characterised many a developing country but to seek self-employment. This is one of the surest
ways to sustainable economic development through entrepreneurship growth and development.
Inculcating entrepreneurship spirit in students and making them understand the importance of
having their own business are of prime importance. This has the potential of raising entrepreneur-
ship awareness among graduates and reducing unemployment, which has become the bane of
developing countries to the extent that currently we have Unemployed Graduates’ Association in
Ghana (Graphic Business, 2009).

4.3. Streamlining financial accessibility for entrepreneurs: the role of the financial
institutions: interface of regulative, cognitive pillars, and normative pillars

Financial institutions have been playing a pivotal role in the growth and development of entre-
preneurship in developed as well as the developing world (Klapper et al., 2002). In the context of
this study, references are being made to banks and microfinance companies in Ghana and
developing countries for that matter. As the study revealed, a lot of small businesses in Ghana
face problems relating to finance. This has stagnated the growth of many a small business in the
developing world (Abor & Biekpe, 2007; Kayanula & Quartey, 2000). Some owner managers had
these to say:

“The banks ask for collateral which sometimes is not easy to come by. Also the high interest
rate charged by the banks makes it unattractive.” “There is high interest rate and the banks
demand collateral. It also takes a long time before accessing loans or before your application
is processed.” “The challenges we have in getting funds from the banks are that they charge
too high interest rate, and they demand collateral which discourages me to go forward to
apply for loans.”

Thus, one main area entrepreneurs need to build capacity is that of finance. This will help the small
businesses in employing modern methods of doing business so that small businesses can be
competitive. This will also open up opportunities for potential entrepreneurs. This is connected to
the regulative pillar of institutional theory, which among other things argues that the setting up of
an effective financial framework and the encouragement of business setup are vital for entrepre-
neurship and economic development (Greenwood & Suddaby, 2006; North, 1990; Scott, 2007;
Tolbert et al.,, 2011).

In streamlining financial accessibility for small businesses in the developing world, the financial
institutions need to have bespoken financial facilities for small businesses, which should be
different from large businesses. If small businesses and large businesses are borrowing at the
same rate, it will be difficult for small businesses to stay competitive. This is explained by the fact
that their level of development does not allow them to enjoy economies of scale. Thus, their cost
of production is high which more often than not results in high prices for consumers. This has the
effect of compounding their current financial challenges and thus hinders their growth and
development (Ebben & Johnson, 2006; Winborg & Landstrom, 2000).

This study, however, reveals that small businesses and large ones in Ghana and other developing
countries are treated the same way by financial institutions. As stated earlier, the small businesses
and large ones are currently borrowing at the same rate. In addition, the majority of these
financial institutions, particularly the banks, prefer doing business with the large businesses to
that of the small businesses. This is because they are considered more effective when it comes to
repayment of loans and are thus more profitable than small businesses. This attitude of financial
institutions has the negative effect of still restricting access of entrepreneurs to credit. This does
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not augur well for entrepreneurship development in Ghana and the developing world.
Entrepreneurship growth and development thrive on building the financial capacities of entrepre-
neurs and owner managers.

Recently, however, a study has revealed that almost all the banks have now begun finding ways
of providing bespoke financial services to small businesses. Banks and other financial institutions,
as the study revealed, have come to the recognition that the small business sector has much to
offer them in terms of business and that the earlier they gave them the attention the better. In
other words, the banks have recognised that the large businesses of today were once small
businesses. Moreover, the aggregation of the businesses of entrepreneurs to the banks can
compare favourably with that of the large businesses. For example, a participant from one of
the financial institutions said that

“There is the springing up of SMEs in Ghana and there is the need to penetrate the market for
mutual benefits. These SMEs grow into large corporations; help them grow and all will benefit.
The SMEs sector is the engine of growth”.

The efforts of financial institutions can be supported by other enterprise-support institutions,
particularly the government agencies. The government, through its agencies, can come up with
financial policies that will allow financial institutions to effectively support small businesses. The
explanation is that the study has revealed that the banks in Ghana do charge high interest rates
because their rate is based on the prime rate of the Bank of Ghana. Thus, the banks are not
prepared to reduce their lending rates. In streamlining financial accessibility for entrepreneurs in
Ghana and other developing countries, a special fund can be set up by the government (through
the central bank), and the small businesses can access it through the banks with low interest rates.

The cognitive pillar of institutional theory recognises that the attitude, beliefs, and actions of
entrepreneurs determine their legitimacy (Bosma et al., 2009; Harrison, 2008). In order to streamline
financial accessibility for entrepreneurs, they need to have an honest attitude to the financial institu-
tions by honouring their financial obligations. This is because the study has indicated that some
entrepreneurs do not honour their financial obligations, leading to financial institutions becoming
sceptical about lending to small businesses. This was revealed by the responses of some bank officials:

“Default is high and this dffects future lending to SMEs.” “We also have problem with default
on the part of entrepreneurs and small businesses particularly the group loan customers.”
“Some virtually run away with the money.” “Our main challenge is default on the part of
entrepreneurs.”

The solution to the problem may be the readiness of the government to serve as guarantor for the
entrepreneurs. This may also have its own challenges, such as entrepreneurs taking advantage of
the system knowing very well that in default the government will be held responsible. Thus, there
is the need for effective collaborations for the development of a workable and effective financial
framework for entrepreneurship development in Ghana and the rest of the developing world.

It is important to mention at this point that entrepreneurship development does not hinge on
financial accessibility alone. In other words, the creation of financial accessibility for entrepreneurs
does not necessarily result in entrepreneurship development. It has to be complemented by good
management practice on the part of the entrepreneurs. Good management practice is embedded
in the acquisition of knowledge and skills (Rae, 2000). Thus, entrepreneurs need to acquire and/or
enhance their managerial skills to be able to put their finances to good use for higher productivity.
One of the most cited reasons for the failure of small businesses in Ghana and other developing
countries is mismanagement; particularly financial mismanagement (Lighthelm & Cant, 2002).
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To this end, financial institutions in Ghana, in addition to streamlining financial accessibility,
have put measures in place to provide business support programmes for entrepreneurs as a way of
helping them to effectively manage their ventures. The responses of some bank officials as stated
below support the argument:

We provide training programmes for entrepreneurs. These programmes are organised in
conjunction with Empretec Foundation (a non-governmental organisation in Ghana) for some
selected entrepreneurs. The actual organisation of the programme is done by Empretec and
we finance it.

Depending on the needs of members of our entrepreneurship club and availability of resource
persons; the club meets once a month. During such meetings members are taken through
courses such as basic book keeping, management skills, business plan preparation, etc.

These business support programs are geared toward helping entrepreneurs acquire more knowl-
edge and skills in modern management practices. This is important not only for the entrepreneurs
but also for the financial institutions. The effective management of their ventures will ensure
higher productivity and profitability, which are necessary for entrepreneurs to honour their finan-
cial obligations to the financial institutions. The national economy also stands to benefit more as
these entrepreneurs expand their businesses to employ more people and pay more taxes for the
development of the economy. This is linked to the normative pillar of institutional theory, which
indicates among other things that the level and nature of the knowledge and skills of entrepre-
neurs are vitally important for entrepreneurship development. It also emphasises the streamlining
of the contents and formats of business support programmes for entrepreneurship development
(Greenwood & Suddaby, 2006; Scott, 2007; Tolbert et al., 2011).

4.3.1. international agreements affecting entrepreneurs and SMEs: Regulative pillar
International institutions have been contributing effectively to entrepreneurship and small busi-
ness development in developing countries. This is as result of the recognition of the international
community that entrepreneurship is the bedrock for economic development in countries of the
developing world. The activities of international institutions in the developing world have comple-
mented the activities of indigenous enterprise-support institutions and the government in parti-
cular. This is essential in promoting entrepreneurship in the developing world in order to alleviate
poverty. The International Finance Corporation (IFC) reports that globally, income distribution is
highly skewed. Plotted on a graph, it looks more like a pyramid with a base made of two-thirds of
the world’s population who are poor and live on less than $8 dollars a day. These people, the
majority of whom are in the developing world, have limited economic power and limited economic
opportunities.

It has been argued that governments of developing countries alone cannot effectively support
the development of entrepreneurship in their countries. Even though the governments of the
developing world are doing what they can to support entrepreneurship, international support is
inevitable. This is as a result of the fact these governments have limited resources that must be
equitably distributed to the various sectors of the economy. Thus, the governments are left with
very little to support entrepreneurs fully (Michael & Pearce, 2009; Tambunan, 2008). For example,
the current study found that the government of Ghana has not been able to adequately resource
its agencies such as the National Board for Small Scale Industries (NBSSI). An official of NBSSI
clearly indicated that their budgetary allocation from the government has been limited to 70%
with the explanation that the government does not have enough. This is in agreement with the
regulative pillar of institutional theory, which emphasizes that governments enter into agreements
with international organisations for entrepreneurship development (Dacin et al., 2007; David &
Bitektine, 2009; Scott, 2007).
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Part of the current study focused more on agreement and/or collaboration between the govern-
ment of Ghana and the UNDP. The study revealed that the government of Ghana and the UNDP
have partnered for the development of the economy through entrepreneurship growth and
development. Under the agreement, the UNDP through its MSMEs project in Ghana provides
a range of programmes and facilities for the micro and small business sectors. The project provides
business development services support. This has to do with the provision of training for entrepre-
neurs in areas, such as entrepreneurship development, marketing, book keeping, change manage-
ment, among others. This project has positively impacted the activities of some small business
owners in Ghana. These small business owners have incorporated the knowledge received into the
running of their ventures and are currently performing better than before. This high performance
ultimately translates into financial capacity, so that the overdependence of small businesses on
financial institutions is reduced (Ebben & Johnson, 2006; Winborg & Landstrom, 2000). It must be
stated, however, that not many of the small businesses have benefited from these collaborations
between the government and the UNDP. This is as a result of the poor attitude of some owner
managers. Some of them have the attitude of receiving the training but not putting them into
practice. Moreover, the UNDP is not able to cover more of these entrepreneurs because of resource
constraints. This then suggests that entrepreneurship development in Ghana and other developing
countries needs the support of more organisations and institutions. An official at the office of the
UNDP in Ghana in describing some of their challenges in dealing with owner managers had this
to say:

The amount of money that comes is not enough considering the number of entrepreneur who
needs financial assistance. Moreover, literacy level of the entrepreneurs was appalling hence
the training was sometimes organized in Twi. There is also the evidence that they do not apply
the knowledge received at training from us.

Entrepreneurs in Ghana are still faced with the problem of financial accessibility, which has
affected a lot of the small businesses and even led to the demise of many small businesses
(Sunter, 2000). Facilitating accessibility to finance is thus a pre-requisite for entrepreneurship
development in developing countries. To this end, the UNDP project again helps in building the
capacities of microfinance institutions (MFIs) so as to enhance access to financial services or
facilities by medium, small, and micro enterprises (MSMEs). The UNDP undertakes this project by
training MFIs in the best practices for microfinance delivery. Furthermore, the project provides
matching funds (grants) to the MFIs specifically for lending to the MSMEs. Again, the MFIs are
provided with information and telecommunication technology facilities to enhance efficient track-
ing of loan portfolio to ensure good portfolio quality and sustainability. The challenge with this
facilitation function is what the researchers refer to as “selective support” on the part of the MFIs.
Some of these MFIs expect small businesses to have done business with them for a specified
period of time before accessing credit from them. Thus, not all entrepreneurs who are into direct
business relationships with these MFIs are denied access. This does not help in building entrepre-
neurship capacity comprehensively. A participant from one MFI stated that:

“How much we give to the group members depend to a large extent on how the group has
operated its account with us for at least three months. Also the enterprises of the group
members will be evaluated by our officials. After the three months, the total savings of the
group is multiplied by two and given as a loan facility to the members of the group. All the
group members are held responsible for the repayment of the loan.

Apart from the UNDP, as the study revealed, other international organizations have partnered with
the government of Ghana for the building of entrepreneurship capacity for growth and develop-
ment. Some international organisations are the Japan International Co-operation Agency (JICA),
United Nations Development Programme (UNDP), and United Nations Industrial Development
Organisation (UNIDO). These international organisations embark on a lot of activities that are
geared towards the building of entrepreneurship capacity in Ghana. One of such programmes was
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organised by the UNDP under the theme “Capacity building for medium, small and micro-
enterprises.” The overarching objective of the project was to increase the productivity of small
businesses to enhance their opportunity for growth and expansion and their capacity for absorbing
more labour leading to poverty alleviation. Such programmes have been successful because of the
effective collaboration between the international institutions and the government of Ghana.

The international organisation again provides financial assistance to entrepreneurs or small
business owners since their access to credit is limited (Le et al., 2006). To this end, JICA and the
UNDP set up a project with a seed money of US$245,927.00 to assist entrepreneurs, particularly
women in the Northern Region of Ghana; which is considered one of the poorest. In addition, the
organisations provide training programmes in many areas to both current and potential entrepre-
neurs. JICA, for example, sponsored eight young Ghanaians for a training programme in Japan on
the promotion of small and medium enterprises. The aim of the programme was to provide the
young entrepreneurs with the opportunity to develop their specialities through experience and
learning technologies and skills in Japan.

The activities of international organisations have complemented the role of the government and
other indigenous enterprise-support institutions. Their role in entrepreneurship capacity building
has improved the management skills and financial capacity of entrepreneurs. Without these
entrepreneurship building capacity activities of international organisations, many small business
owners may have gone out of business. Their training programmes for entrepreneurs, which are
most of the time free of charge, have been of immense help to small businesses. the activities of
the entrepreneurs have contributed to employment generation thereby solving one of the greatest
problems of Ghana-unemployment (Kayanula & Quartey, 2000).

It must, however, be stated that, for these collaborations and agreements between the inter-
national organisations and the government of Ghana and other developing countries to contribute
significantly to entrepreneurship development and for it to be sustainable, there is the need for
some stringent measures to be put in place. First, successive government of the developing world
should commit themselves to existing agreements between international organisations and the
government. This is important in the sense that in some developing countries, such as Ghana,
successive governments do not want to continue the “good works” of the preceding government
(Graphic business 2009). This is because such programmes go to the credit of the government that
started them which can help them gain political advantage. This attitude can affect international
agreements to the detriment of entrepreneurs.

Moreover, international institutions must commit themselves to the agreements and/or memor-
andum of understanding they sign with government agencies. The study found out that some
international organisations after signing a memorandum of understanding with government
agencies, renege on their duties. For example, the amount of money promised to these institutions
is not provided. Even those that are provided do not come as scheduled. This has a tendency to put
the programmes and activities of government agencies aimed at supporting small businesses in
disarray.

The specificity of support on the part of some international institutions does not augur well for
comprehensive entrepreneurship capacity building. The study further revealed that some interna-
tional institutions specify areas in the small business sector that they are prepared to support. The
UNDP, for example, has stringent requirements with regard to which entrepreneurs can attend
their programmes and access their financial facilities from the MFIs.

As another example, JICA and UNDP set up a project with seed money of US$245,927.00 to

assist entrepreneurs, particularly women in the Northern Region of Ghana (Ghana News Agency,
2013). This is very significant for entrepreneurship development in Ghana. The question, however,
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is, what about their male counterpart? Entrepreneurship development programmes must be
broad-based in order to have a stronger impact on entrepreneurship capacity building.

4.4. The growth and development of entrepreneurship: the attitude of entrepreneurs: the
cognitive pillar

One of the important stakeholders in the building of capacity for entrepreneurship growth and
development in developing countries is entrepreneurs themselves. In other words, the growth and
development of entrepreneurship in developing countries depends to a very large extent on the
entrepreneurs themselves. The cognitive pillar emphasises entrepreneurs’ attitude, beliefs, and
actions, as well as acquisition of knowledge and skills, which are vitally important for entrepre-
neurship development. The cognitive pillar again recognises that subjective rules and meanings in
the entrepreneurial environment define appropriate behaviour or actions of entrepreneurs
(DiMaggio & Powell, 1983; Scott, 2007). The importance of the appropriate actions of entrepreneurs
to entrepreneurship development is underscored by the fact that the activities of entrepreneurs
contribute significantly to economic development (Minniti & Naude, 2010; Peng, 2001; Tamvada,
2010).

Research has suggested that there are several ways through which entrepreneurs contribute to
economic development. Thus, policymakers have increasingly become interested in matters that
border on entrepreneurship and have recognised the importance of small businesses to economic
development. Entrepreneurs contribute to economic development through the creation of employ-
ment (Hochberg, 2002; Mohanty, 2009). In addition, they play a critical role in maintaining and
developing the economic order (Wong et al., 2005). In Ghana, for example, the small business
sector has been recognised as the engine of growth of the national economy (Graphic Business,
2009).

Thus, the actions and for that matter inactions of entrepreneurs can go a long way to affect
entrepreneurship development and for that matter economic development in developing coun-
tries. If they relent in their roles as key stakeholders, entrepreneurship development in developing
countries will suffer. Apart from the government, international organisations and other enterprise-
support institutions, the entrepreneurs need to play their roles very well at the individual level
(Meyer & Rowan, 1991; Scott, 2007) in order to ensure effective growth and development of the
national economies of developing countries.

The study has revealed that for entrepreneurs to play their roles well and make any meaningful
impact on the economy of developing countries, one of the areas they need to build capacity is
that of education and training. This is consistent with the cognitive pillar of institutional theory,
which subscribes to the acquisition of knowledge and skills by entrepreneurs as pre-requisite for
growth and development of their ventures and the economy (Meyer & Rowan, 1991; Scott, 2007)

The enterprise-support organisations and the government of Ghana through its agencies are
putting the necessary measures in place in order to help entrepreneurs to acquire knowledge and
skill in the management of their ventures. This is as a result of the recognition of the government
and other enterprise-support institutions of the small business sector as the hub of the economy of
Ghana (Business & Financial Times, 2013). The enterprise-support institutions provide training to
owner managers in the area of business managements such as proper book keeping, good
employee relations, customer service, computer skills, effective pricing, among others. In addition,
entrepreneurs are provided with business-related advice and/or information by the enterprise-
support organisations, which are relevant for the building of entrepreneurship capacity both in the
short and long terms. The following comments from some enterprise support

enterprise-support institutions corroborate this assertion:
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We run short courses for entrepreneurs and small business owners and provide opportunities
for them to meet at regular intervals to discuss issues affecting them. We invite resource
persons at seminars on a wide range of topics such as total quality management, profes-
sionalism, customer care, modern techniques and others.

We provide Business Development Services Support (BDSS). By this BDSS we give them training
in entrepreneurship development, marketing change management, etc. We also help in
building MFIs institutions to enhance access to financial services by MSMES. To this end we
give them training is best practices in micro finance delivery. We provide IT facility to enhance
efficient tracking of loan portfolio to ensure good portfolio quality and sustainability. We again
provide matching funds (grants) for on- lending to MSMES.

It has been acknowledged that entrepreneurship growth and development thrives on education
and training. Entrepreneurship learning and experience are very important in building entrepre-
neurship capacity for growth and development (Cope, 2005; Rae, 2000); particularly in the devel-
oping world where policymakers are leaving no stone unturned to ensure sustainable
development. Thus, entrepreneurship development in Ghana and other developing countries’
demands that entrepreneurs’ attitude to education and training is positive.

The study revealed that some entrepreneurs have availed themselves for education and
training provided by the enterprise-support institutions. This has helped in building their
capacity for effective management of their businesses. For example, some of them have
now realised the need to separate personal finance from the finances of the business.
Moreover, others have begun keeping proper books of accounts and employing some other
management tools as a way of revamping their businesses. This is important; however, there
is the need for these activities of the entrepreneurs to be sustained through continuous push
for education and training, which demands a positive attitude from the entrepreneurs (Cope,
2005; Sinha, 2004). This is explained by the fact that the business world is volatile. New
information and new ways of doing business are always evolving. For entrepreneurs to make
significant contributions to the economy of developing countries, they must stay current in
the business world by committing themselves to continuous acquisition of knowledge and
skills and this is consistent with the cognitive pillar of institutional theory (Scott, 2007).

The activities of these entrepreneurs will be given legitimacy if their attitude to the acquisition of
knowledge and skill is positive and are thus able to translate them into effective and efficient
running of their ventures for the benefit of society (Bosma et al., 2009; Harrison, 2008). Policy
makers and other enterprise-support institutions and the general society in Ghana and other
developing countries will support the activities of small business if owner managers apply modern
methods of doing business and come out with competitive products. For example, the situation
where some small businesses find it difficult to sell their products will be a thing of the past. There
is bound to be a paradigm shift from preference for foreign products and products of large
businesses to that of small businesses.

Thus, the time has come for entrepreneurs in developing countries to think outside the box
and avail themselves for knowledge acquisition and skills development. These are necessary
ingredients for building entrepreneurship capacity for growth and development. There should
also be an inordinate desire on the part of entrepreneurs for information. There should be the
exploitation of all avenues with the view to obtaining accurate and timely information
relevant for the growth and development of their ventures. Information is relevant for
effective business decision-making and for the identification of the relevant entrepreneurial
opportunities (Rae & Carswell, 2000).

There is a need for comprehensive entrepreneurial attitudinal change in Ghana and other
developing countries. The study further revealed that whereas some entrepreneurs have done
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their best in accessing training and education programmes by enterprise-support institutions,
some have woefully ignored them. Even those who acquire the needed knowledge; there is
evidence to suggest that some of them do not apply the best practices that they have learnt
and stick to the status-quo. This attitude on the part of the entrepreneurs does not augur well for
entrepreneurship and economic development.

5. Conclusion

The importance of entrepreneurship development to the national economies of the developing
world cannot be overemphasised. Entrepreneurs or owner managers have contributed immensely
to the socio-economic well-being of developing countries and Ghana, for that matter, as the
entrepreneurship ecosystem in Ghana bears some semblance to those of other developing coun-
tries. Thus, there is the need for the building of the capacities of owner managers as a way of
encouraging them to continuously push for innovative ideas that can be translated into acceptable
products. Most of the time, governments of the developing world have invariably been charged
with the sole responsibility of building entrepreneurship capacity. The realisation from the current
study, however, is that, the capacity-building responsibility does not rest on only one institution.
Five major institutions have been identified as being collectively responsible for entrepreneurship
capacity building. These are government agencies, financial institutions, higher educational insti-
tutions, international institutions, and entrepreneurs or owner managers. All these stakeholders
have their respective roles to play in ensuring the growth and development of entrepreneurship in
developing countries. Though entrepreneurship development does not depend on the government
alone, the fact still remains that, for effective results, governments of the developing world need to
play a leading role in coordinating and regulating the activities of the other stakeholders or
institutions that operate at intertwined layers of regulative, normative, and cognitive pillars of

an ecosystem.
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