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Abstract

The objective of this paper is to examine the influence of poverty, unemployment
and GDP on entrepreneurship. Time series data for 31 years was collected from
various official sources for the analysis. Vector autoregressive (VAR) framework was
adopted to systematically capture the rich dynamic of multiple time series. Other
tests conducted were unit root test, Johansen and Juselius (1990) co-integration test,
Granger causality and dynamic model analysis beyond the sample. It was found
that poverty and GDP influence entrepreneurship negatively, while unemployment
influences entrepreneurship positively. The paper reveals the presence of both
opportunity and necessity driven entrepreneurs in the country. There is a need for
the government to revisit the existing policy on micro, small and medium enterprises
(MSMEs) to adequately address the problem of the poor and unemployed by availing
them with the opportunity to engage in entrepreneurship. Future study should
consider mitigating the effect of frequent entry and exit from entrepreneurship in
their data to correctly predict the effect of entrepreneurship on the economy.
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Introduction

The potential of entrepreneurs to harness the necessary resources and
create vibrant economy is increasingly being recognized in developing
countries. The significance of micro, small and medium enterprises (MSMEs)
has been recognized globally in terms of productivity and competitiveness
of the economies. MSMEs are the primary source of job creation, nurturing
ground for entrepreneurial capabilities, innovativeness as well as providing
managerial competency for private sector development. MSMEs play
a key role in developing countries that are characterized with high level of
unemployment and poverty.
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