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Abstract: Entrepreneurship and innovation in Africa—pivotal for the continent’s eco-
nomic progress—present a contrast to Europe and North America with unique chal-
lenges and opportunities facing African startups and micro, small, and medium enter-
prises. This chapter offers a comprehensive examination of these differences and
distinctive features of African startup and innovation ecosystems, highlighting in-
sights from extant research and opportunities for empirical exploration and theoreti-
cal elaboration. It explores the relevance of these African experiences to similar
emerging and developing economies and emphasizes the need for research that spe-
cifically addresses these unique dynamics, particularly in areas where existing theo-
ries and insights may not fully apply.
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17.1 Introduction

Entrepreneurship and innovation hold critical significance for economic growth and
development on the continent of Africa (Adusei, 2016; Mijiyawa, 2013; Peprah & Ade-
koya, 2020).! These activities are integral to creating jobs, new products, and services
to address market needs and enhance the quality of life for more than 1.2 billion peo-
ple living on the continent, the second most populous in the world after Asia. While
entrepreneurship in the Western world is often studied in the context of high-growth
Silicon Valley ventures, the phenomenon spans a wide range of entrepreneurial activ-
ity in Africa, from informal microenterprises and small and medium-sized enterprises
(MSMEs) (Adom, 2014; Benjamin & Mbaye, 2012; Falco, Kerr, Rankin, Sandefur, & Teal,
2011), to high-technology startups, such as those working at the frontier of artificial
intelligence and fin-tech (Ndabeni, 2008; Solomon & van Klyton, 2020). In contrast to
Europe and North America, where entrepreneurship and innovation benefit from
substantial venture capital investment, favorable regulations, and well-established
ecosystems, the African context presents distinct challenges for entrepreneurs.

1 We focus specifically on sub-Saharan Africa in this chapter and use the term ‘Africa’ to refer to this
region. We follow other scholarship to distinguish North Africa as culturally, institutionally, and eco-
nomically distinct from sub-Saharan Africa.
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First and foremost, African entrepreneurs face significant institutional voids—
critical economic and legal institutions, such as courts, credit-rating agencies, and reg-
ulatory bodies, which are either missing or underdeveloped (Akanmu, Prabhat,
Khanna, & Palepu, 2005; Gao, Zuzul, Jones, & Khanna, 2017). These voids severely limit
the potential for innovation and the creation of new enterprises (Gao et al.,, 2017; Mair
& Marti, 2009; Mair, Marti, & Ventresca, 2012; Stephan, Uhlaner, & Stride, 2015) and
contribute to high startup costs, significant regulatory obstacles, and limited access to
finance, which are profoundly different from the conditions in more developed
economies. For instance, the cost of starting a new enterprise in Africa averages
nearly 120 percent of annual income per capita, in stark contrast with the less than
1 percent cost in North America, putting new enterprise creation out of reach for
many Africans. Moreover, rampant corruption and high risk of government expro-
priation compound the problems created by institutional voids (Ajide, 2020; Ash-
forth & Anand, 2003; Stevens & Newenham-Kahindi, 2021), contributing to a scarcity
of investment (Adongo & Lithographic, 2011; Benali & El Ghalfiki, 2021; Fafchamps,
2001). These realities relegate many entrepreneurs to the informal sector, where
they operate subsistence-based businesses (Assenova & Sorenson, 2017; Nugent & Su-
kiassyan 2009; Ulyssea, 2018), which engage in lower levels of innovation (Adom,
2014; Bu & Cuervo-Cazurra, 2020) and lack property rights protection and access to
formal finance (Agarwal & Assenova, 2023; Perry, Maloney, Arias, Fajnzylber,
Mason, & Saavedra, 2007; Ulyssea, 2020).

Compounding these issues are cultural and political obstacles that hinder innova-
tion and new enterprise formation. These include pervasive violence and political in-
stability that are part of the lived experience of many subsistence-based entrepre-
neurs in Africa (e.g., Dimitriadis, 2021, 2024) and a culture of mistrust in government
institutions (e.g., Assenova & Sorenson, 2017; Pierce & Snyder, 2020), stemming in part
from the legacy of the slave trade and European colonialism (cf. Moscona, Nunn, &
Robinson, 2017; Nunn & Wantchekon, 2011). Such challenges further complicate the
entrepreneurial landscape and distinguish innovation ecosystems in developing econ-
omies throughout Africa and other regions with similar colonial legacies (Barasa, Kno-
ben, Vermeulen, Kimuyu, & Kimyanjui, 2017; Oluwatobi, Efobi, Olurinola, & Alege,
2014) from those in the developed world.

When viewed from the perspective of these institutional differences, many phe-
nomena previously examined in the literature on entrepreneurship and innovation in
Africa could be seen as symptoms of these broader challenges. For example, the dis-
tinction between ‘necessity’ and ‘opportunity’ entrepreneurship, which is often cited
in research on emerging economies in Africa and the global South (Baptista, Karaoz,
& Mendonga, 2014; Dencker, Bacq, Gruber, & Haas, 2021; Fairlie & Fossen, 2018;
Gruber, Dencker, & Nikiforou, 2023), could be re-cast in terms of broader challenges
with legal and regulatory frameworks that prevent individuals from creating firms in
the face of new market opportunities (Klapper, Amit, & Guillén, 2010). Moreover, the
dominance of informal and subsistence forms of entrepreneurship throughout Africa
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and many developing regions worldwide (cf. Schoar, 2010) may also be seen as an out-
come of institutional underdevelopment, rather than lack of entrepreneurial ambition
among individuals (Adom, 2014; Dencker et al., 2021). Similarly, the observed lack of
productivity-enhancing management practices and poor quality of management
among enterprises in many developing economies throughout Africa, as highlighted
by Bloom, Genakos, Sadun, and Van Reenen (2012) and Bloom and Van Reenen (2010),
may stem from larger and more systemic problems of government corruption, which
incentivize entrepreneurs to hide income and output (Dabla-Norris, Gradstein, & In-
chauste, 2008), underscoring the interconnected nature of these phenomena.

Despite these obstacles, Africa is witnessing emergent trends that signal opportu-
nities for further research. Increasing venture capital investment, particularly early-
stage venture capital (Assenova & Balachandran, 2024; Benali & El Ghalfiki, 2021), the
emergence and rise of startup accelerators and incubators (Assenova, 2020, 2021; Asse-
nova & Amit, 2024), the rapid expansion of sectors such as mobile money and fintech
(Agarwal & Assenova, 2023; Wormald, Agarwal, Braguinsky, & Shah, 2021) are notable
developments.? As well, an increasing prevalence of female entrepreneurship (Ojong,
Simba, & Dana, 2021; Uzueghbunam & Uzueghunam, 2018) and the surge in return mi-
gration of African scientists facilitating investment in basic research (Fry, 2022, 2023)
present further opportunities to explore the role of gender in entrepreneurship and
migration networks in the transfer of knowledge to enable greater innovation on the
continent.

This chapter aims to offer a comprehensive exploration of these phenomena
within the African context, highlighting both the challenges and opportunities. Our
goal is to deepen the understanding of the underlying factors driving entrepreneur-
ship and innovation in Africa and to draw parallels with other regions facing similar
cultural or economic conditions, including Asia (see Dong and Luo, Chapter 16 in this
volume). By concluding with policy-relevant questions, we aim to contribute to the
evolving discourse on African entrepreneurship and innovation, presenting a per-
spective on the continent that is both phenomenologically and theoretically distinct
within the broader field of entrepreneurship and innovation studies.

2 Mobile money is a digital medium of exchange and store of value, allowing users to make payments
and store funds via mobile-money accounts accessed through a network of mobile-money agents. Mo-
bile network operators or other entities in partnership with them provide this financial service, and it
does not require a traditional bank account. All that is necessary is a primary mobile phone.
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17.2 Distinctive Features of African Startup
and Innovation Ecosystems

17.2.1 Obstacles to New Firm Formation, Funding, and Growth
17.2.1.1 Ecosystem Characteristics

African entrepreneurs navigate a landscape of extraordinary challenges, facing some
of the world’s most formidable barriers to starting, growing, and managing new en-
terprises (Assenova, 2021; Klapper, Laeven, & Rajan, 2006; McAfee, Mialon, & Williams,
2004). These challenges significantly impede the rate of new enterprise formation
which is reflected in the comparatively low ease of startup of most African countries
as compared with those in North America, Europe, and even Asia (Figure 17.1). For
instance, the ease of starting up in most African countries ranges between 29.3 and
56.1 on an index of 0 to 100, with increasing values denoting better ecosystem quality,
compared with 89 to 98.6 out of 100 for North America and many parts of Europe
and Asia.
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Figure 17.1: Comparative quality of startup ecosystems by world region.
Source: World Bank Data.

The lower ecosystem quality observed in many parts of Africa stems in part from sig-
nificant startup costs—both upfront costs such as registration and operating permit
fees, and ongoing costs, such as high rates of taxation on firm profits. As shown in
Table 17.1, the average startup costs in Africa, including registration and operating
permit fees, are around 120 percent of annual income per capita. In contrast, the
global average is around 50 percent, while the average in North America is 0.68 per-
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cent. This dramatic contrast underscores a critical impediment to entrepreneurship,
unique to African ecosystems, which is the generally unaffordable costs of starting up
in the continent. Another distinctive feature of the African context, which has not re-
ceived much scholarly attention in the entrepreneurship literature, is taxation. As
Table 17.1 shows, the average tax rate as a percentage of firm profits is about 59 per-
cent in sub-Saharan Africa, compared with 33 percent in North America and 35 per-
cent in East Asia and the Pacific. High taxation on firm profits for African enterprises
skews incentives away from investment in entrepreneurship and innovation, and to-
ward income hiding and tax evasion (Dabla-Norris et al., 2008; Djankov, Ganser,
McLiesh, Ramalho, & Shleifer, 2010), making many African firms appear mismanaged
and unproductive (Bloom et al.,, 2012; Bloom and Van Reenen, 2010). These notable dif-
ferences present an untapped area for research: What would be the impact of tax re-
forms on entrepreneurial motivation in Africa? How can African nations balance the
need for tax revenue with fostering a thriving business environment?

Table 17.1: Startup Costs by Income Group and Region.

INCOME GROUP Startup Cost Time Procedures Total Tax Size of Informal
(as % of (days) (number) Rate Economy
income (as % of firm (as % of GDP)
per capita) profit)

Low-Income Economies 154.23 38.68 9.18 66.45 41.27

Lower-Middle-Income Economies 63.97 39.01 9.23 45.48 39.12

Upper-Middle-Income Economies 2331 42.52 8.77 40.77 35.97

High-Income Economies 6.88 18.77 6.66 37.95 21.66

REGION

East Asia & Pacific 30.26  35.04 7.57 35.13 26.26

Europe & Central Asia 7.60 20.37 6.92 42.02 28.63

Latin America & Caribbean 41.37 49.86 9.31 46.99 40.23

Middle East & North Africa 37.25 26.75 9.13 33.53 25.13

North America 0.68 4.37 3.32 33.68 12.15

South Asia 25.50 22.55 7.73 39.17 33.16

Sub-Saharan Africa 119.60 41.79 9.38 59.09 40.85

Overall average 49.65 33.84 8.31 45.20 32.94

Source: World Bank Enterprise Surveys.
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The lower ecosystem quality in Africa is also attributable to several major obstacles to
enterprise operations. Foremost—cited by 23 percent of all enterprises in Africa—is
access to electricity (Figure 17.2). Electricity and other infrastructure—a necessity for
entrepreneurship (Czernich, Falck, Kretschmer, & Woessmann, 2011; Dutta, Armanios,
& Desai, 2021; Woolley, 2014) that is largely taken for granted in many other regions—
is still highly unreliable and inadequate throughout most of the continent. Only 9 per-
cent of enterprises in East Asia and the Pacific, 4 percent of enterprises in Europe,
and 7 percent of enterprises in Latin America and the Caribbean cite electricity as a
major obstacle to their operations (Figure 17.2). Access to finance is another formida-
ble hurdle to new enterprise formation and growth (Ajide & Ojeyinka, 2022). Twenty-
one percent of enterprise owners and managers in Africa report access to finance as
the leading operational obstacle, compared with 12 percent in Europe and Central
Asia, and 11 percent in Latin America and the Caribbean (Figure 17.2). These figures
suggests that despite progress in financial inclusion, access to finance remains low.
Finally, nearly 10 percent of enterprise owners in Africa cite the practices of compet-
itors in the informal sector as the most significant obstacle to their operations. While
informality is prevalent in many developing regions of the world, the informal sector
is particularly large in Africa (Assenova & Sorenson, 2017), where enterprises that do
not have formal operating permits and are not registered with the government ac-
count for more than half of total economic output and nonagricultural employment
(Chen, 2005; Schneider, 2002).

W 1-Access to Finance m 2-Access to Land 3-Business Licensing
4-Corruption m 5-Courts m 6-Crime, Theft and Disorder

W 7-Customs and Trade Regulations W 8-Electricity W 9-Inadequately Educated Labor Force

m 10-Labor Regulations m 11-Political Instability | 12-Practices of Competitors in Informal Sector

M 13-Tax Administration 14-Tax Rates 15-Transport

SOUTH ASIA 14% 24% 3% 10% 6% 9%
MIDDLE EAST & 12% 9% 9% 6% 26% 7% 11%
NORTH AFRICA i ° i i ° :

LATIN AMERICA & 7% 7% 9% 9% 18% 11%
THE CARIBBEAN ° § i : i i

EUROPE & o o o o o
CENTRAL ASIA 12% 5% 4% 16% 9% 10% 20%
EAST ASIA & 169 49 99 99 9% 159 1
PACIFIC % % % % o % 0%

Figure 17.2: Obstacles affecting enterprise operations by region.
Source: Enterprise Surveys Data.



17 Entrepreneurship and Innovation in Africa =—— 295

17.2.1.2 Challenges with Financial Access and Inclusion

Financial inclusion in Africa is critical for the region’s enterprise development and
growth. Yet, data from the International Finance Corporation (IFC, 2017), a leading in-
ternational financial institution that promotes private sector development in develop-
ing countries, show that up to 93 percent of African micro-enterprises and up to
94 percent of African small and medium enterprises lack adequate access to bank
loans and lines of credit (Figure 17.3).> Research examining the reasons for the low
financial inclusion among small firms has argued that poor access to finance among
small firms stems from the historical legacy of the slave trade in Africa (Pierce &
Snyder, 2018). In parallel, emerging research on mobile-money platforms—including
M-PESA, a leading mobile money service pioneered in Kenya—suggests that grass-
roots innovations such as these may hold the key to financial inclusion (Agarwal &
Assenova, 2023; Wormald et al.,, 2021). These platforms have been shown to increase
access to formal finance through commercial banks, microfinance institutions, and
credit unions by certifying end users through alternative digital data, providing uni-
fied access to distributed services, and scaling through network effects, thereby reach-
ing a broader base of previously excluded users (Agarwal & Assenova, 2023). Despite
this increase in research evaluating access to finance, critical research questions
about the reasons for financial exclusion of new businesses in Africa remain. How
can innovative financing models, like crowdfunding or digital financial services, such
as mobile-money platforms, revolutionize access to capital in Africa, particularly
among MSMEs? What can other regions with similar financial constraints learn from
Africa’s approach to overcoming these barriers? Which policies can deepen credit in-
formation and credit market development to ensure greater inclusivity?

In addition to these challenges in obtaining debt capital from formal financial in-
stitutions such as commercial banks, the scarcity of venture capital for African start-
ups, especially compared with their North American counterparts, presents another
major obstacle to new enterprise development and innovation (Dutta, Lanvin, Rivera
Ledn, & Wunsch-Vincent, 2023). Given the role that venture capital plays in funding
high-technology startups and technological innovation (George & Prabhu, 2003; Si-
queira & Bruton, 2010), it is an essential engine for enabling economic growth (Samila
& Sorenson, 2011). Yet, according to data from the World Intellectual Property Organi-
zation, a UN agency devoted to promoting and protecting intellectual property across
the world, African startups receive less than 1 percent of all venture capital deal vol-
ume and investment—the lowest share of any world region. By comparison, startups
in North America (primarily the United States) receive more than 50 percent of the

3 Micro-enterprises are firms with fewer than 10 employees, small enterprises with 10 to 49 employ-
ees, medium-sized enterprises with 50 to 249 employees, and large enterprises with 250 or more peo-
ple. The IFC defines financially constrained enterprises as those that sought financing for their opera-
tions but could not secure it or not do so on favorable terms for the business.
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Figure 17.3: Financial access and inclusion among microenterprises and SMEs.
Source: International Finance Corporation.

world’s total volume of venture capital investment. There is a scarcity of research on
the reasons for these disparities. Probing questions that are important to address in-
clude: What factors contribute to the low levels of venture capital investment in
Africa, and how can these be mitigated? What role can equity capital play in enhanc-
ing the innovation landscape in Africa, and what global lessons can be drawn for
other regions with similar levels of underinvestment? Finally, what role can immi-
grant and returning entrepreneurs and investors play in attracting cross-border in-
vestments in African ventures? Research on this latter topic suggests that the ties that
venture capitalists form to immigrant entrepreneurs can increase investment in their
home countries, broadening the geographic scope of investment (Balachandran &
Hernandez, 2021).
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17.2.2 Differences in Enterprise Structure and Management

The widespread prevalence of informality in Africa is noteworthy and presents a
stark contrast to the typical structure and management practices prevalent in new
enterprises in more developed regions of the world (Falco et al., 2011; Wellalage &
Locke, 2016). Informal enterprises—often defined as those that do not register with
the government or have formal operating permits, do not pay taxes, or keep separate
accounts from those of their owners, and do not possess distinct legal entities, such as
limited liability corporations or their equivalents—have attracted significant scholar-
ship (Assenova & Sorenson, 2017; Bu & Cuervo-Cazurra, 2020; Kanbur, 2017; Ulyssea,
2020; Webb, Bruton, Tihanyi, & Ireland, 2013; Webb, Ireland, & Ketchen, 2014; Webb,
Tihanyi, Ireland, & Sirmon, 2009). The prevalence and extent of informality in Africa
and other emerging and developing regions worldwide are in sharp contrast to the
more formalized business environments of developed regions such as Europe and
North America, where most enterprises are registered and operate using separate ac-
counts and legal entities from their owners.

In addition to differences in enterprise structure, there are also notable differen-
ces in enterprise management in African economies compared with those in other re-
gions (Bloom, Mahajan, McKenzie, & Roberts, 2010; Bloom & Van Reenen, 2010; Kliip-
pel, Pierce, & Snyder, 2018; Pierce & Snyder, 2020). Research has shown that most
African enterprises are managed by entrepreneurs who are both owners and manag-
ers of their enterprises, so-called ‘founder-CEOs’ (Bennett, Lawrence, & Sadun, 2017).
According to data from the World Management Surveys (Center for Economic Perfor-
mance, 2024), firms managed by founder-CEOs are the worst managed in the world,
and African enterprises have the lowest quality of management of any enterprises in
the world based on these measures.* These firms are characterized by the tendency to
hire family members rather than qualified professionals, to not tie pay to perfor-
mance, and to engage in unproductive management practices that erode firm value
(Bloom et al., 2010, 2012; Bloom & Van Reenen, 2010; Pierce & Snyder, 2020).

As depicted in Figure 17.4, a high prevalence of informality is often coupled with
poor quality of management, which suggests these choices of enterprise structure and
enterprise management may be interdependent or co-determined by similar underlying
causes. Countries with higher rates of informal enterprises tend to have a lower aver-
age management quality score of these enterprises. These patterns raise several ques-
tions: Is the choice to operate informally motivated by the same underlying factors as
the choice to hire family members, to not tie pay to performance, and generally not to
invest in technology or productivity equipment? If so, what are these underlying rea-

4 Notably, of all the countries in the World Management Surveys sample where firms rank among
the lowest in terms of their quality of management: 64 percent are in Africa.
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sons, and to what extent do they have to do with the desire to avoid paying bribes to
corrupt officials, the lack of access to information, or general mistrust?
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Figure 17.4: Management quality and informality.
Source: World Management Surveys.

Particularly noteworthy is that most enterprises that start informally are also sole pro-
prietorships, with more than 35 percent of all African enterprises being legally orga-
nized as sole proprietorships—the highest in the world. To put this figure into context,
fewer than one in five enterprises in East Asia and the Pacific, and fewer than one in
ten in Europe and Central Asia, are organized as sole proprietorships (Figure 17.5). This
pattern of organizing as a sole proprietorship—compared with alternative forms in-
cluding a shareholding company with shares traded (i.e., a public company listed on a
stock exchange) or a shareholding company with non-traded shares (i.e., a private cor-
poration)—generally confers lower prospects of attracting capital and expanding the
scope and scale of operations (Wellalage & Locke, 2016). In contrast to sole proprietor-
ships, corporations have more diversified ownership and management and can access
more external capital from a diverse set of sources, including international investors.
These advantages to corporate forms raise important questions about why African en-
trepreneurs seemingly tend to favor sole proprietorships given the relative limitations
of these legal forms.
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Figure 17.5: Legal form of enterprise by world region.
Source: World Bank Enterprise Surveys.

A rich literature on this topic has evaluated the fundamental reasons for these differ-
ences in enterprise form and structure, where African enterprises are overwhelm-
ingly informal and organized as sole proprietorships. Some scholars have argued that
the reason for the prevalence of informality is that small, informal firms do not stand
to benefit from formalization (La Porta & Shleifer, 2014), while others have theorized
that informality confers advantages for firm performance when firms are still small
and less productive, enabling them to prove the concept before scaling (Williams,
Martinez-Perez, & Kedir, 2016; Williams & Shahid, 2016; Williams, Shahid, & Martinez,
2016). Additionally, research on sole proprietorships in Africa suggests that the reason
for this choice of legal form is the legacy of the slave trade (Kluppel et al., 2018; Pierce
& Snyder, 2020), which created deep mistrust and contributed to a preference for line-
age forms of organization (Moscona et al., 2017; Nunn & Wantchekon, 2011). These
forms of organization help explain both the concentrated ownership and manage-
ment within the family (with many sole proprietors hiring family members), and the
resultant poor management practices within these firms. As well, a high prevalence
of informal enterprises also corresponds to lower innovation. Informal enterprises
tend to engage less in innovative product development, favoring imitative practices
instead (Bu & Cuervo-Cazurra, 2020).

However, surveys of informal entrepreneurs reveal a more nuanced picture, sug-
gesting that the underlying reasons for both informality and concentrated ownership
may be varied and complex (Ulyssea, 2018, 2020). Based on recent data from the
World Bank, only one in ten informal enterprise owners and managers in Africa say
that there is no benefit of formalization for their business. A majority—25 percent—
cite bribes that registered businesses pay to government officials as the main reason
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they operate informal enterprises (Figure 17.6). The reasons for small, sole proprietor-
ships may be similar—these enterprises do not face the same regulatory and report-
ing requirements and bypass the need to interact with government officials who
often engage in rent seeking from complex and unevenly enforced regulations (Djan-
kov, La Porta, Lopez-de-Silanes, & Shleifer, 2002). These realities suggest that more re-
search is needed to evaluate entrepreneurs’ varied motivations for choosing specific
enterprise forms (Adom, 2014). Several important questions remain unanswered:
What drives the choice between formal and informal enterprise structures, and be-
tween concentrated and distributed ownership structures, both in Africa and in
emerging economies more generally? How do these choices impact enterprise access
to capital, employees, and property rights protection? What policies can encourage
more entrepreneurs to choose more formal and complex enterprise structures?

Bribes that registered
businesses need to pay
25%

Fees to complete
registration
procedure

Taxes on registered
businesses

Getting information

on what you need to

do to register
21%

There is no benefit
for my business
being formal 10%

Time to complete registration
procedure 13%

Figure 17.6: Reasons given by African entrepreneurs for operating informal enterprises.
Source: World Bank Enterprise Surveys.

The unique context of African entrepreneurship not only demands a tailored research
approach but also offers an opportunity for scholars to investigate important differ-
ences in the type, form, and structure that entrepreneurial activity takes in Africa and
other developing regions worldwide to inform global entrepreneurship research. Ad-
dressing these questions could yield insights about how to encourage a higher quality
of entrepreneurship in these ecosystems, with profound implications for policy and
practice, both within Africa and in other parts of the world facing similar challenges
and constraints to firm formation, funding, and growth.
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17.2.3 Obstacles to Product and Process Innovation

African enterprises have some of the lowest innovation rates in the world (Barasa
et al.,, 2017; Oluwatobi et al., 2014). World Bank data show that only a quarter of Afri-
can enterprises introduced new products or services over the previous three years in
2022, and only 16 percent introduced innovations new to their primary market (Fig-
ure 17.7). This is significantly lower than new product innovation rates in Latin Amer-
ica and the Caribbean (37 percent), South Asia (33 percent), and Europe and Central
Asia (27 percent), as Figure 17.7 illustrates. Additionally, only 25 percent of African en-
terprises introduced new or significantly improved processes over the previous three
years, compared with 47 percent of South Asian enterprises and 31 percent of Latin
American and Caribbean enterprises. These comparatively low levels of product and
process innovation raise myriad questions about the potential causes of firms’ under-
investment in innovation activities and basic research and development (R&D).
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Figure 17.7: Enterprise product and process innovation.
Source: World Bank Enterprise Surveys.

Several key factors may contribute to this divide. First, comparatively low R&D expen-
diture in Africa may account for some of these differences. Africa’s aggregate expen-
diture on R&D, standing at only 0.32 percent of the total GDP of all African economies
combined, according to data from UNESCO, is markedly lower than the global average
of 1.92 percent (UNESCO, 2024). In stark contrast to North America and Western Eu-
rope, where R&D expenditure as a share of GDP has been increasing, sub-Saharan
Africa has seen a decline in such investments over the past five years. This decline in
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R&D expenditure highlights a significant gap in the existing literature on African in-
novation, which often fails to account for the unique economic and institutional con-
texts of African nations. The scarcity of resources dedicated to innovation in Africa is
also evident in human capital. With only about 97 researchers per million individuals
in 2023, Africa has the lowest number of researchers per capita compared with other
regions, based on UNESCO data. This figure is a mere fraction of the world average
and far below the numbers in Latin America and Central Asia.

Second, underdeveloped scientific and research infrastructure (Eniayejuni, 2020),
knowledge gaps in conducting basic scientific research (Fry, 2022, 2023), and govern-
ment policy (Acharya & Subramanian, 2009; Assenova, 2021; Ederer & Manso, 2011;
Lee, Peng, & Barney, 2007; Lee, Yamakawa, Peng, & Barney, 2011) further impede Afri-
ca’s innovative capacity. These realities starkly contrast with the innovation-driven
business environments of more developed regions, such as North America and East
Asia and the Pacific, where innovation ecosystems are more robust.

Although the research output across African countries has been increasing in re-
cent years, the volume of research output from Africa is still relatively small (Eniaye-
juni, 2020). Intra-regional collaboration is minimal compared with the more impactful
inter-regional collaboration (Eniayejuni, 2020), suggesting that African countries
could enhance their research production capabilities through collaborative efforts to
improve their global research contribution and impact. As well, enacting effective in-
novation policies holds the key to more systematic increases in scientific investment
and innovation capacity.

Azoulay and Li (2022) present a comprehensive discussion on the five essential
dimensions that constitute an effective innovation policy, offering insights that are
particularly relevant to African innovation ecosystems. These are: (1) public support
for innovative activity, (2) scientific grant systems, (3) human capital policy, (4) tax
policy, and (5) new venture creation. Innovation ecosystems that feature these dimen-
sions are crucial for driving economic growth and addressing societal challenges in
African nations (Eniayejuni, 2020; Taylor-Robinson, Olupot-Olupot, Morgan, et al.,
2022), may hold the key to Africa’s economic progress.

Foremost, an emphasis on the social returns to innovation investment and the
public support for innovative activity underscores the importance of fostering an en-
vironment where innovation is not only encouraged but also materially supported.
This aspect is particularly pertinent to Africa, where public investment in innovation
can catalyze significant social and economic benefits, given the continent’s unique
challenges with building scientific research capacity (Fry, 2022, 2023; Taylor-Robinson
et al., 2022).

Moreover, the role of scientific grant systems in funding basic research is another
critical dimension. Institutions like the National Institutes of Health and the National
Science Foundation in the United States serve as benchmarks for how African coun-
tries have sought to structure their own funding bodies, such as the African Academy
of Sciences, to support foundational research. This approach not only aids in building
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a robust scientific infrastructure but also ensures that the continent is contributing to
and benefiting from global scientific advancements.

Additionally, human capital policy and mechanisms to expand the pool of innova-
tive labor are particularly relevant for African nations. With a burgeoning youth pop-
ulation, Africa stands at a pivotal point where policies aimed at enhancing education,
skill development, and research opportunities could exponentially increase the conti-
nent’s innovative capacity. Strategies to retain talent and prevent brain-drain, along-
side initiatives to attract diaspora talent and international collaborations, could fur-
ther enrich the continent’s human capital in science and technology.

As well, tax policy, including both direct mechanisms like R&D tax credits and
indirect effects through corporate and personal income taxes, plays a vital role in in-
centivizing innovation. For African countries, tailoring these policies to support start-
ups, small and medium-sized enterprises, and large corporations in undertaking R&D
activities can significantly impact the innovation landscape. By making innovation fi-
nancially attractive, these tax policies can stimulate private sector investment in re-
search and development, complementing public funding.

Finally, new venture creation is crucial for translating innovation into market-
able products and services, thereby driving economic growth. Encouraging entre-
preneurship through supportive policies, access to finance, mentorship, and incuba-
tion programs can transform innovative ideas into successful businesses. This is
especially important in Africa, where new ventures can address local needs, create
jobs, and contribute to the diversification of economies.

While there has been significant progress and initiatives aimed at enhancing re-
search training and access to funding in Africa (Eniayejuni, 2020; Taylor-Robinson
et al.,, 2022), most of the research-building infrastructure is still based on colonial ties
between African and European nations, particularly the United Kingdom and France
(Fry, 2023). Partnerships between notable scientific research entities like the Africa
Research Excellence Fund and the European and Developing Countries Clinical Trials
Partnership have provided substantial funding and support for research, particularly
in areas of infectious diseases. The UK-based Wellcome Trust has also been instru-
mental in supporting research in Africa, establishing key research centers focused on
diseases relevant to the continent and training African scientists.

The Alliance for Accelerating Excellence in Science in Africa, backed by the Afri-
can Union and supported by international partnerships and funding ventures from
various global entities, including the British Council, the Newton Fund, and others,
aims to catalyze long-term research funding and innovation in Africa, working to-
ward reversing the brain-drain and fostering a conducive research environment. This
effort highlights the importance of joint funding ventures in research training and the
role of return migration of African scientists in forging knowledge-sharing ties
(Fry, 2022).

These features unique to African innovation ecosystems offer a rich area for
scholarly investigation, with potential relevance to other less developed regions facing
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similar challenges. Further research in this area could explore the factors hindering
innovative capacity in Africa and identify strategies to overcome barriers to product
and process innovation among African enterprises. While understanding barriers to
basic scientific output and R&D is important, a complementary perspective is needed
to evaluate barriers to technology commercialization through entrepreneurship.
Questions of how government policies and institutional frameworks can either pro-
mote or impede technology commercialization by new ventures, and the role of inter-
national collaborations and technology transfer, are particularly pertinent. As well, a
deeper investigation is needed into what policies can effectively support the return
migration of highly capable and educated scientists and support the development of
the basic knowledge infrastructure needed for scientific knowledge production and
output. Moreover, studying successful innovation ecosystems in Africa could provide
valuable insights for replicating these successes both within the continent and in
other regions with similar economic, institutional, and cultural contexts. This re-
search can illuminate pathways to foster stronger innovation in environments with
limited resources, offering global insights into building resilient and innovative eco-
systems.

17.3 Emerging Research Opportunities

Africa is witnessing a vibrant transformation in its economic landscape, presenting a
plethora of emerging research opportunities. The continent is experiencing a signifi-
cant surge in venture capital finance, which is a testament to the growing investor
confidence in the region’s startup ecosystem. This influx of investment is particularly
noticeable in the technology sector, with fin-tech and mobile-money platforms at the
forefront, revolutionizing the way financial transactions are conducted and offering
unprecedented financial inclusion across the continent. Additionally, the rise of accel-
erators and incubators, coupled with entrepreneurial training initiatives, is nurturing
a new generation of African entrepreneurs by providing them with the essential
tools, resources, and networks needed to succeed. Collectively, these dynamics under-
score Africa’s evolving role as a hub for innovation and entrepreneurship, inviting
researchers to delve into the intricacies of this transformation and its implications for
the continent’s future economic trajectory.

The first emerging trend we have observed is the growth of venture capital fi-
nance for African startups. Where there has been significant research on the venture
capital industry in the US, with many notable studies investigating trends and dynam-
ics (Nanda, Samila, & Sorenson, 2020; Samila & Sorenson, 2010, 2011; Sorenson & Stu-
art, 2001), a comparable investigation of African venture capital ecosystems presents
a fruitful area for further research. The recent funding surge in the technology sector,
which has more than quadrupled over the last five years to approximately $3 billion,
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surpassing growth rates in other regions, according to data from Pitchbook (Hodgson,
2024), merits further analysis. The fintech portion of this sector, capturing more than
63 percent of this investment, is at the forefront of this surge. However, the distribu-
tion of these investments across Africa is highly concentrated—much like the concen-
tration of venture capital investment in the US (Sorenson, Assenova, Li, Boada, &
Fleming, 2016)—with Nigeria accounting for more than half of this funding, and
Egypt, South Africa, and Kenya receiving an additional 23 percent of total funding.

These patterns raise significant questions about the impact of venture capital in-
vestment on both the quality and vibrancy of technology entrepreneurship in Africa
and the role of tech ecosystems in expanding innovation and economic growth. For
instance, the emergence of innovation clusters in Africa, such as Kenya’s fintech and
South Africa’s health-tech ecosystems, offers a unique perspective compared with es-
tablished tech hubs like Silicon Valley or Bengaluru. Studying these emerging clusters
can provide insights into the interplay between venture capital, technology, innova-
tion, and regulation. As well, the underlying institutional, geographic, and sociological
factors that shape the emergence, entrepreneurial processes, and outcomes in these
tech ecosystems are yet to be evaluated. The investment landscape, particularly the
divergence between Francophone and Anglophone countries due to differences in
languages, culture, and administrative and regulatory systems, presents another op-
portunity for research to understand how these cultural factors and institutional di-
vides may influence the African venture capital landscape.

There is also a crucial need for research to explore the role of foreign venture
capital firms in shaping local entrepreneurship and innovation in Africa. This in-
cludes investigating how foreign investment impacts local business ecosystems and
identifying the factors attracting foreign investors to specific African regions and in-
dustries. Further research is also needed to assess the potential benefits and draw-
backs of foreign venture capital investment for African startups, including impacts on
ownership, governance, and long-term sustainability.

The rapid growth of the technology sector—particularly fintech—alongside the
growth of mobile-money and other digital multi-sided platforms in Africa (Agarwal &
Assenova, 2023; Jack & Suri, 2014; Suri & Jack, 2016; Wormald et al., 2021) has been
attributed to factors such as a young and increasingly urban population, higher mo-
bile phone penetration, and affordable internet services.Similar trends in other devel-
oping regions like Latin America and South Asia have contributed to the proliferation
of novel fintech services and businesses in these regions (Agarwal & Assenova, 2023;
Wormald et al., 2021). Investigating the factors enabling some fintech startups to effec-
tively compete against traditional financial institutions and exploring potential collab-
orations between the two sectors could provide critical insights into promoting finan-
cial inclusion and innovation in Africa. As well, the need for regulatory frameworks
to adapt to the pace of innovation provides an opportunity for research into how reg-
ulations shape and support innovation and how innovations, such as mobile money,
drive regulatory changes. This is particularly relevant in Africa, where the potential
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of entrepreneurship to generate economic and societal value is often hindered by un-
derinvestment in R&D and innovation.

Training programs that enhance entrepreneurial skills are also critical in Africa
(Anderson, Chandy, & Zia, 2018; Campos, Frese, Goldstein, et al., 2017; Mano, Iddrisu,
Yoshino, & Sonobe, 2012). Startup accelerators and incubators have also become in-
creasingly important vehicles for the delivery of basic training in startup skills among
African entrepreneurs (Assenova, 2020; Assenova & Amit, 2024; Hmaddi & Younkin,
2023). Compared with North America, applicants to startup accelerators in Africa seem
to place a higher value on business skills development, reflecting a critical skills gap.
This observation underscores the importance of research into the effectiveness of accel-
erators and incubators—as well as entrepreneurial training more generally—in devel-
oping specific entrepreneurial skills and knowledge. Research opportunities also arise
in understanding the unique challenges and opportunities faced by female entrepre-
neurs in Africa. Despite a higher prevalence of female entrepreneurship in Africa com-
pared with other regions (Ojong et al., 2021), significant challenges remain, including
limited access to capital and pervasive gender-based discrimination (Agyire-Tettey,
Ackah, & Asuman, 2018; Uzueghunam & Uzuegbunam, 2018). Investigating strategies to
create an enabling environment for female entrepreneurs, such as increasing access to
finance, targeted training, and mentorship programs, is critical.

These emerging trends in Africa present distinct opportunities for scholars to
compare African startup and innovation ecosystems with those of more developed re-
gions like Europe and North America. Understanding these dynamics is crucial for
policymakers, investors, and entrepreneurs aiming to foster a conducive environment
for startup growth and innovation on the continent. The identified research questions
above offer a roadmap for scholars to explore these unique aspects of African en-
trepreneurial and innovation ecosystems, providing insights that are not only rele-
vant for Africa but also for other regions facing similar challenges.

17.4 Conclusion

Entrepreneurship and innovation in Africa present a unique and complex landscape
with a set of distinctive features. These features include pervasive institutional voids,
high startup costs, a culture of mistrust, and low capital availability, which have his-
torically contributed to low levels of innovation, coupled with high levels of informal-
ity and subsistence entrepreneurship. While recent growth in venture capital, espe-
cially in the fintech sector, marks a positive shift, investments are still concentrated
in a few countries, reflecting the deep-seated institutional, geographic, and socio-
political challenges.

African entrepreneurial ecosystems, characterized by these constraints, unfold di-
verse research opportunities. Key areas include understanding the impact of foreign
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investment in a landscape marked by institutional voids, exploring the role of acceler-
ators and incubators in bridging capital and skills gaps among founders, and address-
ing the unique hurdles to innovation. Moreover, the rise of digital innovation, primar-
ily through mobile-money platforms, offers fertile ground for research in technology
governance and digital infrastructure development in a context where traditional
banking infrastructure is limited. The emergence of innovation clusters in areas such
as fintech, contrasted with the need for adaptive regulatory frameworks and the over-
arching issue of informality and subsistence entrepreneurship, underscores the po-
tential for research that addresses the specific challenges and distinctive features of
the African context. Such research is crucial not only for developing tailored ap-
proaches for fostering sustainable growth and innovation in the region but also for
offering insights applicable to other emerging markets with similar institutional envi-
ronments.

References

Acharya, V. V., & Subramanian, K. V. 2009. Bankruptcy codes and innovation. Review of Financial Studies,
22(12): 4949-4988.

Adom, K. 2014. Beyond the marginalization thesis: An examination of the motivations of informal
entrepreneurs in sub-saharan Africa. International Journal of Entrepreneurship and Innovation, 15(2):
113-125.

Adongo, J., & Lithographic, M. 2011. Determinants of Venture Capital in Africa: Cross Section Evidence. No. 237.
Nairobi: AERC. http://publication.aercafricalibrary.org/handle/123456789/201.

Adusei, M. 2016. Does entrepreneurship promote economic growth in Africa? African Development Review,
28(2): 201-214.

Agarwal, A., & Assenova, V. A. 2023. Mobile money as a stepping stone to financial inclusion: How digital
multisided platforms fill institutional voids. Organization Science, 35(3): 769-1202.

Agyire-Tettey, F., Ackah, C. G., & Asuman, D. 2018. Gender and returns to entrepreneurship in Africa.
International Journal of Social Economics, 45(12): 1609-1630.

Ajide, F. M. 2020. Can financial inclusion reduce the presence of corruption? Evidence from selected
countries in Africa. International Journal of Social Economics, 47(11): 1345-1362.

Ajide, F. M., & Ojeyinka, T. A. 2022. Financial development and entrepreneurship: Insights from Africa.
Journal of Financial Regulation and Compliance, 30(5): 596-617.

Akanmu, O., Prabhat, G. B., Khanna, T., & Palepu, K. 2005. Strategies that fit emerging markets. Harvard
Business Review, 83(6): 4-19.

Anderson, S. J., Chandy, R., & Zia, B. 2018. Pathways to profits: The impact of marketing vs. finance skills
on business performance. Management Science, 64(12): 5461-5959.

Ashforth, B., & Anand, V. 2003. The normalization of corruption in organizations. Research in Organizational
Behavior, 25(3): 1-52.

Assenova, V. A. 2020. Early-stage venture incubation and mentoring promote learning, scaling, and
profitability among disadvantaged entrepreneurs. Organization Science, 31(6): 1313-1620.

Assenova, V. A. 2021. Institutional change and early-stage start-up selection: Evidence from applicants to
venture accelerators. Organization Science, 32(2): 407-432.

Assenova, V. A., & Amit, R. 2024. Poised for growth: Exploring the relationship between accelerator
program design and startup performance. Strategic Management Journal, 45(6): 1029-1060.


http://publication.aercafricalibrary.org/handle/123456789/201

308 —— Valentina Assenova, Aparajita Agarwal

Assenova, V. A,, & Sorenson, 0. 2017. Legitimacy and the benefits of firm formalization. Organization
Science, 28(5): 804-818.

Azoulay, P., & Li, D. 2022. Scientific grant funding. In A. Goolsbee & B. F. Jones (Eds.), Innovation and Public
Policy, 1-11. Chicago: University of Chicago Press.

Balachandran, S., & Hernandez, E. 2021. Mi casa es tu casa: Immigrant entrepreneurs as pathways to
foreign venture capital investments. Strategic Management Journal, 42(11): 2047-2083.

Baptista, R., Karadz, M., & Mendonga, J. 2014. The impact of human capital on the early success of
necessity versus opportunity-based entrepreneurs. Small Business Economics, 42(4): 831-847.

Barasa, L., Knoben, J., Vermeulen, P., Kimuyu, P., & Kinyanjui, B. 2017. Institutions, resources and
innovation in East Africa: A firm level approach. Research Policy, 46(1): 280-291.

Benali, M., & El Ghalfiki, J. 2021. Access to venture capital in Africa: The role of public institutions and
corporate governance. International Journal of Business Performance Management, 22(2-3): 257-272.

Benjamin, N. C., & Mbaye, A. A. 2012. The informal sector, productivity, and enforcement in West Africa: A
firm-level analysis. Review of Development Economics, 16(4): 664-680.

Bennett, V. M., Lawrence, M., & Sadun, R. 2017. Are founder CEOs good managers? In J. Haltiwanger,

E. Hurst, J. Miranda, & A. Schoar (Eds.), Measuring Entrepreneurial Business: Current Knowledge and
Challenges, 153-185. Chicago: University of Chicago Press.

Bloom, N., Genakos, C., Sadun, R., & Van Reenen, J. 2012. Management practices across firms and
countries. Academy of Management Perspectives, 26(1): 12-33.

Bloom, N., Mahajan, A., McKenzie, D., & Roberts, J. 2010. Why do firms in developing countries have low
productivity? American Economic Review, 100(2): 619-623.

Bloom, N., & Van Reenen, J. 2010. Why do management practices differ across firms and countries? Journal
of Economic Perspectives, 24(1): 203-224.

Bu, J., & Cuervo-Cazurra, A. 2020. Informality costs: Informal entrepreneurship and innovation in
emerging economies. Strategic Entrepreneurship Journal, 14(3): 329-368.

Campos, F., Frese, M., Goldstein, M., Iacovone, L., Johnson, H. C., McKenzie, D., & Mensmann, M. 2017.
Teaching personal initiative beats traditional training in boosting small business in West Africa.
Science, 357(6357): 1287-1290.

Center for Economic Performance. 2024. World Management Surveys. https://worldmanagementsurvey.org.

Chen, M. A. 2005. Rethinking the informal economy linkages with the formal economy and the formal
regulatory environment. UNU World Institute for Development Economics Research (UNU-WIDER), 1: 1-30.

Czernich, N., Falck, O., Kretschmer, T., & Woessmann, L. 2011. Broadband infrastructure and economic
growth. Economic Journal, 121(552): 505-532.

Dabla-Norris, E., Gradstein, M., & Inchauste, G. 2008. What causes firms to hide output? The determinants
of informality. Journal of Development Economics, 85: 1-27.

Dencker, J. C., Bacqg, S., Gruber, M., & Haas, M. 2021. Reconceptualizing necessity entrepreneurship: A
contextualized framework of entrepreneurial processes under the condition of basic needs. Academy
of Management Review, 46(1): 60-79.

Dimitriadis, S. 2021. Social capital and entrepreneur resilience: Entrepreneur performance during violent
protests in Togo. Strategic Management Journal, 42(11): 1993-2019.

Dimitriadis, S. 2024. Bribery, insecurity, and firm performance: Evidence from the Boko Haram insurgency
in Nigeria. Strategic Management Journal, 45(6): 1061-1086.

Djankov, S., Ganser, T., McLiesh, C., Ramalho, R., & Shleifer, A. 2010. The effect of corporate taxes on
investment and entrepreneurship. American Economic Journal: Macroeconomics, 2(3): 31-64.

Djankov, S., La Porta, R., Lopez-de-Silanes, F., & Shleifer, A. 2002. The regulation of entry. Quarterly Journal
of Economics, 117(1): 1-37.

Dutta, S., Armanios, D. E., & Desai, J. D. 2021. Beyond spatial proximity: The impact of enhanced spatial
connectedness from new bridges on entrepreneurship. Organization Science, 33(4): 1620-1644.


https://worldmanagementsurvey.org

17 Entrepreneurship and Innovation in Africa =—— 309

Dutta, S., Lanvin, B., Rivera Ledn, L., & Wunsch-Vincent, S. 2023. Global Innovation Index 2023: Innovation in
the Face of Uncertainty. Geneva: World Intellectual Property Organization. https://doi.org/10.34667/
tind.48220.

Ederer, F., & Manso, G. 2011. Incentives for innovation: Bankruptcy, corporate governance, and
compensation systems. In R. E. Litan (Ed.), Handbook of Law, Innovation, and Growth, 90-112.
Cheltenham and Northampton, MA: Edward Elgar Publishing.

Eniayejuni, A. 2020. Scientific research in West Africa and the impact of international collaboration: An
analysis in scopus database, 1997-2017. African Journal of Library, Archives and Information Science,
30(1): 1-14.

Fafchamps, M. 2001. Networks, communities and markets in Sub-Saharan Africa: Implications for firm
growth and investment. Journal of African Economics, 10(2): 109-142.Fairlie, R. W., & Fossen,

F. M. 2018. Opportunity versus necessity entrepreneurship: Two components of business creation.
SSRN Electronic Journal. https://doi.org/http://dx.doi.org/10.2139/ssrn.3169864.

Falco, P., Kerr, A., Rankin, N., Sandefur, J., & Teal, F. 2011. The returns to formality and informality in urban
Africa. Labour Economics, 18(Suppl. 1). https://doi.org/10.1016/j.labeco.2011.09.002.

Fry, C. V. 2022. Bridging the gap: Evidence from the return migration of African scientists. Organization
Science, 34(1): 404-432.

Fry, C. V. 2023. A lasting connection: Colonial ties and scientific capabilities in sub-Saharan Africa.
Economics of Innovation and New Technology, 32(4): 476-497.

Gao, C,, Zuzul, T., Jones, G., & Khanna, T. 2017. Overcoming institutional voids: A reputation-based view of
long-run survival. Strategic Management Journal, 38(11): 2147-2167.

George, G., & Prabhu, G. N. 2003. Developmental financial institutions as technology policy instruments:
Implications for innovation and entrepreneurship in emerging economies. Research Policy 32(1):
89-108.

Gruber, M., Dencker, J. C., & Nikiforou, A. 2023. How founder human capital and founding conditions
shape new firm performance: A study of necessity entrepreneurship during times of economic crisis.
Academy of Management Journal, 67(2): 382-406.

Hmaddi, O., & Younkin, P. 2023. Accelerators or brakes? A field experiment on encouraging
entrepreneurship in Morocco. SSRN Electronic Journal. https://ssrn.com/abstract=4492843.

Hodgson, L. 2024. Global Ventures VC: Don’t impose ‘copycat’ ideas on Mideast, Africa. Pitchbook: News &
Analysis. https://pitchbook.com/news/articles/africa-venture-capital-market-map-2024.

International Finance Corporation. 2017. MSME Finance Gap: Assessment of the Shortfalls and Opportunities in
Financing Micro, Small, and Medium Enterprises in Emerging Markets. Washington, D.C.
https://documentsl.worldbank.org/curated/en/653831510568517947/pdf/121264-WP-PUBLIC-
MSMEReportFINAL.pdf

Jack, W., & Suri, T. 2014. Risk sharing and transactions costs: Evidence from Kenya’s mobile money
revolution. American Economic Review 104(1): 183-223.

Kanbur, R. 2017. Informality: Causes, consequences and policy responses. Review of Development
Economics, 21(4): 939-961.

Klapper, L., Amit, R., & Guillén, M. F. 2010. Entrepreneurship and firm formation across countries. In
J. Lerner & A. Schoar (Eds.), International Differences in Entrepreneurship, 129-158. Chicago: University
of Chicago Press.

Klapper, L., Laeven, L., & Rajan, R. 2006. Entry regulation as a barrier to entrepreneurship. journal of
Financial Economics, 82(3): 591-629.

Klippel, L. M., Pierce, L., & Snyder, J. A. 2018. The deep historical roots of organization and strategy:
Traumatic shocks, culture, and institutions. Organization Science, 29(4): 547-753.

La Porta, R., & Shleifer, A. 2014. Informality and development. National Bureau of Economic Research
Working Paper Series No. 20205.Lee, S. H., Peng, M. W., & Barney, J. B. 2007. Bankruptcy law and


https://doi.org/http://dx.doi.org/10.2139/ssrn.3169864
https://ssrn.com/abstract=4492843
https://pitchbook.com/news/articles/africa-venture-capital-market-map-2024
https://documents1.worldbank.org/curated/en/653831510568517947/pdf/121264-WP-PUBLIC-MSMEReportFINAL.pdf
https://documents1.worldbank.org/curated/en/653831510568517947/pdf/121264-WP-PUBLIC-MSMEReportFINAL.pdf
https://documents1.worldbank.org/curated/en/653831510568517947/pdf/121264-WP-PUBLIC-MSMEReportFINAL.pdf

310 —— Valentina Assenova, Aparajita Agarwal

entrepreneurship development: A real options perspective. Academy of Management Review, 32(1):
257-272.

Lee, S. H., Yamakawa, Y., Peng, M. W., & Barney, J. B. 2011. How do bankruptcy laws affect
entrepreneurship development around the world? Journal of Business Venturing, 26(5): 505-520.

Mair, J., & Marti, 1. 2009. Entrepreneurship in and around institutional voids: A case study from
Bangladesh. journal of Business Venturing 24(5): 419-435.

Mair, J., Marti, L., & Ventresca, M. J. 2012. Building inclusive markets in rural Bangladesh: How
intermediaries work institutional voids. Academy of Management Journal, 55(4): 819-850.

Mano, Y., Iddrisu, A., Yoshino, Y., & Sonobe, T. 2012. How can micro and small enterprises in sub-Saharan
Africa become more productive? The impacts of experimental basic managerial training. World
Development, 40(3): 458-468.

McAfee, R. P., Mialon, H. M., & Williams, M. A. 2004. What is a barrier to entry? American Economic Review,
94(2): 461-465.

Mijiyawa, A. G. 2013. Africa’s recent economic growth: What are the contributing factors? African
Development Review, 25(3): 289-302.

Moscona, J., Nunn, N., & Robinson, J. A. 2017. Keeping it in the family: Lineage organization and the scope
of trust in sub-Saharan Africa. American Economic Review, 107: 565-571.

Nanda, R., Samila, S., & Sorenson, O. 2020. The persistent effect of initial success: Evidence from venture
capital. Journal of Financial Economics, 137(1): 231-248.

Ndabeni, L. L. 2008. The contribution of business incubators and technology stations to small enterprise
development in South Africa. Development of South Africa, 25(3): 259-268.

Nugent, J. B., & Sukiassyan, G. 2009. Alternative strategies for firms in oppressive and corrupt states:
Informality or formality via business associations? Contemporary Economic Policy, 27(4): 423-439.

Nunn, N., & Wantchekon, L. 2011. The slave trade and the origins of mistrust in Africa. American Economic
Review, 101(7): 3221-3252.

Ojong, N., Simba, A., & Dana, L. P. 2021. Female entrepreneurship in Africa: A review, trends, and future
research directions. Journal of Business Research, 132: 233-248.

Oluwatobi, S., Efobi, U., Olurinola, L., & Alege, P. 2014. Innovation in Africa: Why institutions matter. South
African Journal of Economics, 83(3): 390-410.

Peprah, A. A, & Adekoya, A. F. 2020. Entrepreneurship and economic growth in developing countries:
Evidence from Africa. Business Strategy and Development, 3(3): 388-394.

Perry, G., Maloney, W., Arias, O., Fajnzylber, P., Mason, A., & Saavedra, J. 2007. Informality: Exit and
Exclusion. Washington, D.C.: World Bank.

Pierce, L., & Snyder, J. A. 2018. The historical slave trade and firm access to finance in Africa. Review of
Financial Studies, 31(1): 142-174.

Pierce, L., & Snyder, J. A. 2020. Historical origins of firm ownership structure: The persistent effects of the
African slave trade. Academy of Management Journal, 63(6): 1687-1713.

Samila, S., & Sorenson, 0. 2010. Venture capital as a catalyst to commercialization. Research Policy, 39(10):
1348-1360.

Samila, S., & Sorenson, 0. 2011. Venture capital, entrepreneurship, and economic growth. Review of
Economics and Statistics, 93(1): 338-349.

Schneider, F. 2002. Size and measurement of the informal economy in 110 countries around the world.
Journal of Economics, 1: 1-50.

Schoar, A. 2010. The divide between subsistence and transformational entrepreneurship. In J. Lerner &
S. Stern (Eds.), Innovation Policy and the Economy, 57-81. Chicago: University of Chicago Press.

Siqueira, A. C. 0., & Bruton, G. D. 2010. High-technology entrepreneurship in emerging economies: Firm
informality and contextualization of resource-based theory. IEEE Transactions Engineering
Management, 57(1): 39-50.



17 Entrepreneurship and Innovation in Africa =—— 311

Solomon, E. M., & van Klyton, A. 2020. The impact of digital technology usage on economic growth in
Africa. Utility Policy, 67: 101104.

Sorenson, O., Assenova, V., Li, G. C., Boada, J., & Fleming, L. 2016. Expand innovation finance via
crowdfunding: Crowdfunding attracts venture capital to new regions. Science, 354(6319): 1526-1528.

Sorenson, O., & Stuart, T. E. 2001. Syndication networks and the spatial distribution of venture capital
investments. American Journal of Sociology, 106(6): 1546-1588.

Stephan, U., Uhlaner, L. M., & Stride, C. 2015. Institutions and social entrepreneurship: The role of
institutional voids, institutional support, and institutional configurations. Journal of International
Business Studies, 46(3): 308-331.

Stevens, C. E., & Newenham-Kahindi, A. 2021. Avoid, acquiesce . . . or engage? New insights from sub-
Saharan Africa on MNE strategies for managing corruption. Strategic Management Journal, 42(2):
273-301.

Suri, T., & Jack, W. 2016. The long-run poverty and gender impacts of mobile money. Science, 354(6317):
1288-1292.

Taylor-Robinson, S., Olupot-Olupot, P., Morgan, M., Edwards, C., Corrah, T., O’'Donoghue, J., & Taylor-
Robinson, A. 2022. Africa is successfully developing its own science initiatives. Nature Africa, Nature
Publishing Group. https://doi.org/10.1038/d44148-022-00104-w.

Ulyssea, G. 2018. Firms, informality and development: Theory and evidence from Brazil. American Economic
Review, 108(8): 2015-2047.

Ulyssea, G. 2020. Informality: Causes and consequences for development. Annual Review of Economics, 12:
525-546.

UNESCO. 2024. Research and development expenditure as a proportion of GDP. UNESCO Institute for
Statistics: Science, Technology, and Innovation. http://data.uis.unesco.org/index.aspx?queryid=3684.

Uzuegbunam, A. 0., & Uzuegbunam, 1. 2018. Arm’s-length or give-and-take? Gender differences in the
relational orientation of new ventures in Sub-Saharan Africa. Strategic Entrepreneurship Journal, 12(4):
522-541.

Webb, J. W., Bruton, G. D., Tihanyi, L., & Ireland, D. R. 2013. Research on entrepreneurship in the informal
economy: Framing a research agenda. Journal of Business Venturing, 28(5): 598-614.

Webb, J. W., Ireland, D. R., & Ketchen, D. J. 2014. Toward a greater understanding of entrepreneurship and
strategy in the informal economy. Strategic Entrepreneurship Journal, 8(1): 1-15.

Webb, J. W., Tihanyi, L., Ireland, R. D., & Sirmon, D. G. 2009. You say illegal, I say legitimate:
Entrepreneurship in the informal economy. Academy of Management Review, 34(3): 492-510.

Wellalage, N. H., & Locke, S. 2016. Informality and credit constraints: Evidence from Sub-Saharan African
MSEs. Applied Economics, 48(29): 2756-2770.

Williams, C. C., Martinez-Perez, A., & Kedir, A. M. 2016. Informal entrepreneurship in developing
economies: The impacts of starting up unregistered on firm performance. Entrepreneurship Theory
and Practice, 41(5): 773-799.

Williams, C. C., & Shahid, M. S. 2016. Informal entrepreneurship and institutional theory: Explaining the
varying degrees of (in)formalization of entrepreneurs in Pakistan. Entrepreneurship & Regional
Development, 28(1-2): 1-25.

Williams, C. C., Shahid, M. S., & Martinez, A. 2016. Determinants of the level of informality of informal
micro-enterprises: Some evidence from the city of Lahore, Pakistan. World Development, 84: 312-325.

Woolley, J. L. 2014. The creation and configuration of infrastructure for entrepreneurship in emerging
domains of activity. Entrepreneurship: Theory and Practice, 38(4): 721-747.

Wormald, A., Agarwal, R., Braguinsky, S., & Shah, S. K. 2021. David overshadows Goliath: Specializing in
generality for internationalization in the global mobile money industry. Strategic Management Journal,
42(8): 1459-1489.


http://data.uis.unesco.org/index.aspx?queryid=3684




