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Abstract

Entrepreneurship is a crucial activity boosting remuical growth. Often entrepreneurship is assodiate
with taking risks. This study seeks to explore Weetthere are gender differences in the relatidwden

risk taking behaviour of entrepreneurs in Uganda e start-up capital they require for their stgs.
Data for this study was from the Global Entrepreskip Monitor (GEM) 2003. This allows us to compare
our findings with other countries. Our results shibat there are gender differences with respecisto
taking behaviour across all countries under stittywwever, the gender gap is wider in other countties
Uganda. On the whole, Uganda women are less rigsksavas compared to those in other countries. The
start-up capital requirements of Ugandan men isentiwein their female counterparts. In addition, Wigen
men invested more personal start up capital wheg #re risk averse. Among other recommendations,
policy makers should sensitise females about viglaf business start ups and encourage women sitces
ownership of property.
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Introduction

In this paper we focus on new venture creation, drégrepreneurship. By now, most scholars
agree that entrepreneurship is a driving forcecohemic development (see for instance the recent
contribution of Wong, Ho and Autio (2005)). Theeehnce of entrepreneurship is reflected in the
large literature on the subject. This entreprer@prkterature can be classified into two schools:
the supply-side and the demand side perspectiveri(idn, 1999). The supply side focuses on the
availability of suitable individuals to occupy espreneurial roles, while the demand side focuses
on the entrepreneurial roles. In this study we tddeeperspective of the individual who decides
whether or not to start a new venture, hence waystatrepreneurship from the 'supply-side'.

In particular we focus on gender differences inrepreneurship behaviour. One of the major
barriers to entrepreneurship is access to stadayital. Female entrepreneurs differ from male
entrepreneurs in the way they finance their busieewwith respect to start-up capital (Carter &
Rosa, 1998; Verheul & Thurik, 2001; Hisrich & Brysh987 and Reynolds et al., 2002). A
number of factors have been suggested to explagettifferences, including risk attitude. Female
entrepreneurs are often more risk averse comparneir male counterparts.

In our contribution we explore whether the relati@iween risk attitude and the amount of start-
up capital is affected by the gender of the ent&egur, i.e. differs between woman and man. We
specifically focus on the size of personal saviimgested in a business as start up capital. This is
because most starting entrepreneurs use their aweyrfor financing their business.

The paper is structured as follows. We first revigarature on start up capital of entrepreneurs,
after that we review the literature on risk takiagd gender differences in risk taking. After
formulating our research questions we present ata dnd measurements. Next we present the
results of our statistical analysis. Finally we coe, and reflect on limitations of the study and
identify recommendations.

Personal Savings as a source of start-up capital

Start up capital refers to the financial amoununes to start-up a business (Reynolds, 2002). The
main sources of start-up capital are owners’ sayimgfts from relatives and friends (business
angels), loans from relatives and friends, bankdoand other suppliers’ credit. Personal savings
are often used as a funding for new businessesor@it to Holtz-Eakin, Joulfaian & Rosen,
(1994) and Jurik (1998) financing through bank kaor investors can be difficult and
disadvantageous for the small business owner forymesasons. For those with little or no wealth,
financing through institutional loans may exact ighhprice in the long term. Because small
businesses seem to be high risk clients for patefitianciers, lenders often compensate by
increasing the financial costs associated with Idams, making this a less appealing path to
gaining business capital in comparison to perssaahgs.

Access to resources is an important factor inistaip a business. Those with little personal
wealth have higher failure rates in new business tineir wealthier counterparts (Holtz-Eakin,
Joulfaian & Rosen, 1994). Similarly, Bates, (199Bunn and Holtz-Eakin (1996); Evans and
Jovanovic (1989); Fischer and Massey, (2000) as#et financial capital is critical for
entrepreneurship and that liquidity constraintshittstart-ups. They reason that business start-ups
often require a substantial sum of money in ordebuy the necessary equipment and supplies.
This viewpoint emphasizes that equity, particulaffpm family wealth holdings, allows
entrepreneurs to obtain credit, and those witle [gersonal wealth simply cannot secure necessary
start-up capital (Bates, 1990). Thus, those wighhiet worth, high income, and home ownership
are expected to be more likely than others to beceelf-employed (Fischer & Massey, 2000;
Evans & Leighton, 1989 and Bates, 1995). In suppbthis viewpoint, research has shown that
obtaining money from an inheritance increases ittaithood of self-employment (Holtz-Eakin,
Joulfaian & Rosen, 1994).



Groshen (1991), Carrington and Troske (1998) angaBhet al. (1999) find that females are
concentrated in low paying occupations, industriestablishments and occupations within
establishments. They add that gender segregatioouats for a sizeable portion of the overall
gender pay gap and hence affecting the femalesopat wealth. In the same spirit, Reily and
Wirjanto (1999) provide the Canadian evidence ofdge segregation at the establishment level
and its effects on the gender wage gap. They faiadl the proportion of females in the

establishment has a negative impact on the wagdmothf male and females and hence their
resultant personal wealth.

Risk taking behaviour of entrepreneurs

Risk refers to a lack of predictability about theanme of a problem, or to a lack of predictability
about the consequences of a decision (Hertz anchd$01984). Liles (1981) defined risk as the
probability of a negative outcome occurring froomgocourse of action. The propensity to take
risk is a personality trait that varies among indlixals. Keinan, Meir, and Gome-Nemirovsky
(1984) described the risk taking trait as a tengetocselect inherently dangerous actions, for
example going into business. Levinson (1990) predahat risk behaviour is ‘any purposive
activity that entails novelty or danger sufficigatcreate anxiety in most people, it can be either
physical or social or a combination of the two.tkBi and Weingart (1995) defined risk
perception as the extent to which there is unagstaibout whether potentially significant and/ or
disappointing outcomes of decisions will be realisEhey add that, to the extent that a decision
involves high uncertainty or extreme outcomes,egith terms of the choice among alternatives or
for individual alternatives in aggregate, the dieciss characterised as risky. One of the greater
uncertainties for the nascent entrepreneur istthed outcome of the business.

Risk taking has been defined as the willingnestamit resources to a course of action that may
result in success or failure. Social scientisteeithe days of Adam Smith have identified risk
taking as fundamental to the practice of entrepresiep (Caird, 1988). According to Yates
(1992), the critical elements of risk are: potdritigses, the significance of those losses and the
uncertainty of those losses.

A substantive body of risk research indicates #ainen and men differ in their risk perceptions.
Henning and Jardin (1977) reported differencessinperception between males and females, that
is whereas females view risk as negative: it is,lakanger, ruin and hurt; males see risk as
negativeand positive: as loss or gain, danger or opportunityeyradd that males and females also
differ in their perspectives on the consequencesskftaking. For females, taking a risk means
endangering all they have achieved so far. Malasthe other hand, see risks as affecting the
future, as risking future gain and career advancer(iel-Namaki et al., 1986). This means that
females do not perceive risk that exists in futame as a result, females may avoid risky actions
that endangers the present, without having an@yiésfpotential benefits in the future.

There is also agreement in the literature on neksity of women and men. According to Brophy
(1989), and Cavaluzzo, Cavalluzo and Wolken (1980hales are more risk averse than males.
They tend to start businesses that require lesgatdige the retail and service sectors. This
implies a reliance on personal resources instealdank loans. Such businesses are small and
relatively easy to start i.e. the start-up prodessot complex. This is confirmed by Kotey and
Meredith (1999) who state that risk aversion ofrgmteneurs leads to dependency on personal
equity as a source of finance.

There is disagreement in the literature on the hdredbr not men and women differ in risk taking
activities. Sexton and Bowman (1990) claim thatdéa are less willing than males to become
involved in situations with uncertain outcomes, reviefinancial gain is involved. On the other
hand, Masters and Meier (1988) report that maldsfamales do not differ in their propensities to
take risks. In the same spirit, Schreier (1975)oled that female entrepreneurs seem to differ
little from their male counterparts. According toh®eier, both males and females are moderate
risk takers. Some studies have also observed mifisant difference between female and male



entrepreneurs in regards to risk taking (EI-Narmetkal., 1986, Hartman, 1970; Schwartz, 1976;
and Stevenson, 1984).

In this study we empirically want to shed more tigh the relation between the risk attitude and
risk taking activities of entrepreneurs, and whethe relation is moderated by the gender of the
entrepreneur. This leads to the following reseguastions.

Research Questions:

i.  What isthe level of gender differencesin risk attitude in Uganda as compared to other
countries?

ii. Is the influence of risk attitude on the amount of start up required the same for female
entrepreneurs and their male counter partsin Uganda as compared to other countries?

iii. Isthe influence of risk attitude on the proportion of personal start up capital invested in a

business start the same for female entrepreneurs and their male counter parts in Uganda
as compared to other countries?

Method and data

The main source of data used in the study was basethe 2003 Global Entrepreneurship
Monitor (GEM) datasets of the different countriésitttook part in the GEM adult population
survey. The data collection process was standardied 31 countries took part. This source was
used because the datasets were accessible enalidgdraational comparison.

Description of the Ugandan Survey

The sample of the GEM Uganda 2003 Adult populasiorvey consisted of 1015 individuals aged
18-64. The sample was composed of 1000 individuais,15 additional interviews had been
conducted across all regions, they were includedvagighted accordingly. The method employed
in most GEM countries was telephone interviews,dug to the relatively low telephone coverage
in Uganda, face to face interviews were conduciée. response rate of the Ugandan survey was
100%.

In order to assure a representative sample of tfentlan population, two districts were selected
with probability proportional to size in each of &fgla’s four regions (north, east, west, central),
leaving out certain areas where the security sitnavas too unstable. One parish was sampled
per sub-county, one sub-county per county, and ocoenty per district with probability
proportional to size. In each parish several enati@r units were covered. The Uganda Bureau
of Statistics provided detailed maps of numberationn and composition of households in each
parish.

Sampling method

The following method was employed to choose a nedeot in a selected household at random:
the family members were numbered according to thgd, assigning number 1 to the oldest and
the highest number to the youngest household menfiberrespondent was selected according to
a random number chosen from a random table: thendeoldest person was selected if the

random number chosen was a two, the fifth oldegtéfrandom number was a five and so on. If

the selected person was not available, two calkkbacere made before another household was
chosen randomly. The sample we used was 468 eatr@yms who were involved in starting a new

business in Uganda and 2,364 entrepreneurs in Gkt countries.

Measurement of variables

For the construction of our empirical variables ngbed on scales that were developed by GEM
(Reynolds et al., 2000). Below we discuss the respe variables and the questions in the

questionnaire they were based upon. All questiomievasked after the respondent indicated that
he or she was starting a business, was alreadyemsglfoyed/owning a business, or had

experienced a failed attempt to create a new bssiimethe past 12 months.



Risk attitude

The risk attitude of entrepreneurs was measurethdam a question ‘fear of failure would
prevent you from starting a business’. The respondeuld answer this question by marking one
of four possible answer categories: 1. yes, 23mnn't know, and 4. refused. The categories 'don't
know' and 'refused' were recoded as missing vallies. variableRisk attitude is therefore a
dichotomous (dummy) variable (1= risk aversive, Grdnot risk aversive).

Sart up capital

Start up capital was measured by two variables,iorterms of the amount of start-up capital
required for a business, and the other in termb®famount of personal start-up capital invested
in a new business. The varial$art-up capital required was based on answer to the question:
'How much money, in total, will be required to stdris new business?'. The varialflersonal
start-up capital invested was based on the question: ‘How much of your ownay, in total, do
you expect to provide to this new business?'.

Results

In this section we present the results of our aiglyWWe start with a descriptive analysis of the
data, and subsequently present the results otdlistal analysis to answer our research
questions.

Description of the data
Figure 1 and 2 show the distribution of gender agel distribution in Uganda.

Figure 1: Gender distribution of entrepreneurs in Uganda
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Figure 1 shows that 61% of the males are involvestarting a new business whereas 39% of the
females in Uganda are involved in starting a newirmss. More males involved in starting
businesses, which can perhaps be attributed taHatpeople need income for survival. One way
of doing this is by starting up income generatintijvéties to be able to satisfy their needs.

Figure 2: Age distribution of new entrepreneurs in Uganda
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Figure 2 shows that the majority of entreprenenrgganda belong to the 18-24 years age group,
young people are more involved in entrepreneurtVidy. Such an age group is ideally meant to
be in schools acquiring higher education. They séemesort to starting businesses as a last
choice. This can possibly explain the poor qualitipusinesses and why the business start-ups fail
after twelve months of operation. According to Aalet a.l (2005), there may be difficulties in
sustaining or increasing the level of entreprert@pri;m a country where there is a predominantly a
young or ageing population. Such difficulties Zol&t al. (2005) identified are vivid in the high
rate of business failures, a 30% shut down for dgarbusiness start-ups Walgtal. (2004).

Statistical analysis

The level of gender differences in risk attitudeswanalysed using Fischer’'s exact test, the
influence of risk attitude on start-up capital veamlysed by a two way analysis of variances.

Gender differences in Risk attitude
As a first step in our analysis we explore whethere are gender differences in the risk attitude
of entrepreneurs. The findings are presented ie thb

Table 1: Gender differences: Risk attitude

Risk attitude Gender Uganda GEM

Not risk averse Male 75.9% 76.5%
Female 75.3% 72.1%

Risk averse Male 24.1% 23.5%
Female 24.7% 27.9%

Fischer's exact test 0.91 0.02

(p-value)

The findings show that the majority of Ugandan radl&5.9%) are not risk averse, compared with
75.3% of Ugandan females. Similarly, 24.1% of males risk averse, compared with 24.7% of
females. The fisher’'s exat#st reveals a non significant result (p=0.91), gender does not
significantly influence risk attitude. This is coaty to the works of Kotey and Meridith (1999),
who pointed out that females are more risk avdraa tnales. This is also the case in other GEM
countries, where the difference between male anwhlfe risk aversity is statistically significant
(p=0.02). The majority of males (76.5%) are nok r@serse, compared with 72.1% of females.
Similarly, 23.5% of males are risk averse, compavitd 27.9% of females. Females are more risk
averse as compared to their male counterparts.

Gender differences: Risk attitude and Start-up cagal required



The study sought to establish whether gender mtetethe relation between risk attitude of
entrepreneurs and the amount of start-up capiédlttte entrepreneur requires for starting a new
business. The results of a two way analysis ofwae are presented in table 2 below.

Table 2 ANOVA: Risk attitude and amount of start-up capital required
F sig R Adj R?
Uganda risk attitude 1.259 0.262
gender * risk attitude 2.267 0.133 0.205 0.037
GEM risk attitude 0.393 0.531
gender * risk attitude 0.582 0.445 0.032 0.001

The findings show that there is insignificant irgfhce of risk attitude on amount of start-up capital
required in Uganda (F=1.259, p=0.262), implyingttttee amount of capital required does not
significantly depend on the risk attitude of therepreneurs. When compared to other GEM
countries, the results are significant (F=0.3930.p31). Risk attitude explains 3.7% of the
variance in amount of start-up capital requiretdganda, and 0.1% in other GEM countries.

This is further illustrated in figure 3 below.

Figure 3: Risk attitude and amount of start-up cajital required in Uganda
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In Uganda, males require more start-up capital YB$ 3000) if they are risk averse, whereas
females require less. On the other hand, the melhesare not risk averse require less start-up
capital than their female counterparts. An explamafor this finding can be that females lack the
confidence to start business due to fear of theegquences of business failure, thereby requiring
less start-up capital. Sexton and Bowman (199Mrted that females are less willing than males
to become involved in situations with uncertaincomes, even if financial gain is involved.
However, this is contrary to the findings of Mastand Meier (1998), who report that males and
females do not differ in their propensities fokriaking.

Findings on other GEM countries also show thatateee gender differences in amounts of start-
up capital as illustrated in figure 4 below.

Figure 4: Risk attitude and amount of start-up cajtal required in other GEM
countries



£ 700000
% 600000 &
§ 500000
g 400000 —— Male
300000 —8— Female
&' 200000 P
§ 100000 —
p= 0

Not risk averse Risk averse

Risk attitude

The figure above indicates that in other GEM cdesfrmales who are not risk averse require far
more start-up capital (by US$ 600,000) for busingsst-ups than females. On the contrary,
females who are risk averse require slightly mbselYS$ 50,000) start-up capital than males.

Gender differences: Risk attitude and Personal starup capital invested

The study sought to establish the relationship eetwgender differences (with respect to risk
attitude) and amount of personal start-up capitaksted. The findings based on a two way
analysis of variance are presented in table 3 helow

Table 3: ANOVA: Risk attitude and personal start-up capital invested

F sig R Adj R?
Uganda risk attitude 0.18 0.672
gender + risk attitude 1.616 0.204 0.189 0.03
GEM risk attitude 1.52 0.218
gender + risk attitude 0.573 0.449 0.770 0.004

The findings show that there is an insignificarfeef of risk attitude on amount of personal start-
up capital invested (F=0.18, p=0.672) in Uganda atiétr GEM countries (F=1.52, p=0.218).
This implies that amount of personal start-up @pitvested does not significantly depend on the
risk attitude of the entrepreneurs. Risk attituapla@ins 3%, of the variances in the amount of
personal start-up capital invested in Uganda a#i0n other GEM countries.

This is further illustrated in figure 5 below.

Figure 5: Risk attitude and amount of personal ste-up capital invested in Uganda
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In Uganda, males invest more personal start-uptalaflly US$ 480) when they are risk averse
whereas females invest less in this case. It dlews that males invest about the same amount
when they are not risk averse.

The results for other GEM countries are also dififeéras illustrated in figure 6 below:

Figure 6: Risk attitude and amount of personal ste-up capital invested in other
GEM countries
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The findings show that in other GEM countries, matevested far more personal start-up capital
in businesses than females. The difference is memeounced if they are not risk averse (by US$
40,000).

Conclusion and discussion
The aim of this paper was to shed more light onrtationship between risk attitude and risk
activities, and whether this relationship is motieatdby the gender of entrepreneurs.

Our results show that fear of failure as a detérterstarting a business is relatively higher in
females than males: females are more risk aveme meles. However, the gender difference
(gap) was wider in other countries than Uganda.ti@nwhole, Ugandan women are less risk
averse as compared to those in and GEM countries.

Across all countries, Uganda inclusive, the infeeof risk attitude on amount of capital required
to start a business was not the same for malefeamales. Ugandan males require more start-up
capital when they are risk averse while the Ugarfdarales require less when risk averse.



With respect to risk attitude, Ugandan males ire@shore personal start-up capital when they are
risk averse and the females invested less. Wherpa@d to other countries, both males and
females invested less personal start-up capitahwisk averse.

The average amount of start-up capital requiredriayes was more than that required by the
females, the same applies to the average amoyrsbnal start-up capital invested in starting a
new business.

The influence of risk attitude on amount of capitjuired to start a business was not the same for
males and females. Ugandan males require moreugtarapital when they are risk averse while
the Ugandan females require less when risk avelgandan males invested more personal start-
up capital when they are risk averse and the fesrialeested less.

In general, across all countries, gender differereast in type of business, education levels and
risk attitude and influence amounts of start-upitedpequired and amount of personal start-up
capital invested in a business.

Recommendations
In light of the above conclusions, the followindipg recommendations can be made.

In Uganda more males then females are engagecedtirog new businesses. To encourage more
females to engage in starting new businesses, ésnsdélould be sensitised about the viability of
business start-ups, through conducting workshoesjirars, media, music dance and drama.
Perhaps this could change their attitude toward& ®And thereby increase the level of
entrepreneurs. Given the high number of femalehénUgandan National Census demographic
figures, this will boost not only Ugandan’s entrpeurship but also economic activities.

Risk aversive females in Uganda invest less thena@e capital in their start ups. We assume that
this underinvestment is not a good thing, and oguaetly recommend that female entrepreneurs
are encouraged to invest more start up capitaljrfstance by programs mimicking non-profit
sector micro-finance projects by extending smalhkfor very short terms.

Areas for further research

Despite relatively high levels of females’ entramrership in a number of countries, females are
still much less likely to start-up a business than. Why more females do not view entering into

self-employment as a viable option is an importastie that needs further investigation. Further
studies could focus on identification of other gendifferences (with respect to networking, part-

time entrepreneurship, and financial managementngst entrepreneurs starting businesses in
Uganda. Focus on the capital structure could almwige a better understanding of gender

differences in start-up capital in Uganda. A moe¢aded investigation of issues related to gender
differences in start-up processes in terms of ehghs faced is particularly important.
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