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Abstract: Based on the importance and contribution of entrepreneurship in economic development, it is vital to know that what underlying
factors may promote the spirit of entrepreneurship? The entrepreneurship literature suggests two kinds of broader influencers or predictors for
entrepreneurs and non-entrepreneurs “nature” and “nurture”. In this study “nature” includes the psychological or personality related factors;
self-confidence, locus of control, risk-taking propensity and trust levels. The “nurture” is explained by the effects from society in general and
[riends and family in particular. To answer the question “What differentiates the entrepreneurs from non-entrepreneurs on nature and nurture?”
we collected data through questionnaire from 155 respondents. The 70 respondents were entrepreneurs and 85 were non-entrepreneurs. Step-wise
discriminant analysis was used to determine the discriminating factors for entrepreneurs from non-entrepreneurs. Results indicate that societal
impacts, risk taking propensity and trust levels were significantly discriminating the two groups; entrepreneurs and non-entrepreneurs. The study
has important implications for policy makers, academicians, researchers and potential entrepreneurs.

Keywords: self-confidence, trust levels, locus of control, societal impacts, discriminant analysis (JEL Code: L26, M13)

INTRODUCTION

Entrepreneurship is one of the most vital ingredients in the
economic development of a society. As in developing nations,
small and medium scale businesses are the main sources
of income generation, job creation and poverty alleviation.
Entrepreneurship is essentially important for the economic
development of every country (Amiri and Marimei, 2012)
As per the Government of Pakistan’s Small and Medium
Enterprises Development Authority (SMEDA), (2017) SMEs
in Pakistan are about 90% of all the enterprises; they employ
nearly 80% of the non-agricultural labor force of the country;
and they contribute approximately 40% share to the annual
GDP. Pakistan has enormous entrepreneurship potential.
Entrepreneurial activity is however limited mainly for the
lack of government policy (Chemin, 2010), Socio-cultural
constraints (Muhammad et al, 2017), financial and other
barriers (SMEDA 2017), and also, the entrepreneurship
education is mostly focused on “about entrepreneurship” in
the developing countries (Kazmi and Nabradi, 2017). The
education about entrepreneurship makes the students aware
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about entrepreneurship by providing overview and orientation;
it however has less impact on creating entrepreneurs.

Many authors have defined entrepreneurship in different
perspectives. The word “entrepreneur” originates from
the French verb “entreprendre” (Kirby, 2004). It appeared
in the French dictionary in 1723 (Kates, 2015). Richard
Cantillon (1730) viewed entrepreneur as self-employed and
bearer of uncertainty. Since the year 1730, there have been
many definitions of entrepreneur and entrepreneurship.
The debate that entrepreneurs are born or made can long
be traced in the entrepreneurship research literature. The
trait theories of entrepreneurship hold the notion that
entrepreneurs exist because of their entrepreneurial traits or
personality characteristics or traits. This thesis can be termed
as the “nature” of entrepreneurs. The behavior theories of
entrepreneurship hold that entrepreneurs are made because
of the society. This view about entrepreneurs stresses upon
the “nurture” of entrepreneurs. Despite a large body of
research on the trait and behavior or nature and nurture of
entrepreneurs, this study has made significant contribution
as in some cultures, some of the trait and behavior aspects
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of entrepreneurs were found significant and in other cultures
they were not. This is evident in a recent study conducted in
India by Richa (2017). Our study is conducted in a developing
society — Pakistan. It is important for the body of knowledge,
research community and practitioners to know that what
factors hold significant for the people to become entrepreneurs
from the nature and nurture aspects.

The entrepreneurship research literature is rich with the
discussion on the “nature and nurture” of entrepreneurs
or born versus made of the entrepreneurs. Classical
theories of entrepreneurship stress the role of personality
traits - the nature of entrepreneurs (Schumpeter, 1911;
Knight, 1921; Kihlstrom and Laffont, 1979). Relatively
new studies employing the two-group research designs to
compare entrepreneurs from non-entrepreneurs emphasized
greater importance on the “nurture” relative to “nature” in
determining the choice to become an entrepreneur (Nicolaou
et al., 2008; Zhang et al., 2009; Nicolaou and Shane, 2010).
More recently, Henrekson and Sanandaji (2017) concluded that
all the business owners are not entrepreneurs. In search of
the true Schumpeterian Entrepreneurs, they analyzed data of
996 self- made billionaires published by the Forbes Magazine
between 2010 and 2015. Owoseni and Akanbi, (2011) propose
that the entrepreneurial success mainly relies on the individual
qualities and the situational factors. They suggested three
basic and five ancillary qualities of relatively more prosperous
entrepreneurs. The three main qualities are: internal Locus
of control, Risk taking behavior and Need for achievement
(McClelland, 1961; Ahmed, 1985; Perry, 1986; Lorrain, 1988;
Hood, 1993; Begley, 1987; Mengel, 1972; Dart, 1971; Meyer,
1961; Liles, 1974; Broehl, 1987). While the five ancillary
factors are need for power, tolerance of ambiguity, Endurance,
need for affiliation and need for autonomy. (Hornaday, 1970,
1982; Vesper ,1990; Wainer and Rubin, 1969; Begley, 1987
Bellu, 1987). Gartner, (1988) stated that most researchers
are unsatisfied with the psychological traits approach as it
is unable to define the behavior and performance of the
entrepreneur. These researchers have come to the conclusion
that the predictability of entrepreneurs, non-entrepreneurs,
successful and failed entrepreneurs cannot be determined
from the personality features of the individuals. This notion
is also justified by Low and MacMillan (1988) by stating
that “entrepreneurs tend to defy aggregation”. Since, the
contradiction between in-born and made-up entrepreneurs
exists from very beginning. However, it would be unfair
to attribute the success of entrepreneurial activity to either
of the features. Gartner (1988) and Vesper (1980) suggest
that establishing a business entity is the result of many
factors. A previous research by (Sandberg & Hofer, 1987)
also claims that individual involvement and entrepreneurial
success cannot be estimated from a group of variables.
Similarly, other researchers have attributed diverse methods,
unreliable results, different unit of analysis, and different set
of samples to the failure of psychological traits approach.
Still, studies regarding personalities are crucial for evaluating
the entrepreneurial success being a major part of interest
(Rauch & Frese, 2000). But researchers have deduced some
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factors which are directly associated with entrepreneurial
preferences (Koh, 1996). Three factors are regarded as the
most crucial. These are moderate risk taking attitude, high
need for achievement and internal locus of control (Korunka
et al., 2003).

This study, encompasses five independent variables
namely- self-confidence, locus of control, risk taking attitude,
societal impacts and trust levels. Self-Confidence (SC), Locus
of Control (LC), Risk-Taking Propensity (RTP) and Trust
Level (TL) from the nature aspect of entrepreneurs. For the
nurture aspects, Societal Impacts (SI) were used to determine
their impacts on the career decisions of entrepreneurs and
non-entrepreneurs. These variables are aimed to be tested for
the two groups- entrepreneurs and non-entrepreneurs. After
applying the discriminant analysis, it will become evident
that which of the five independent variables significantly
discriminates among the two groups.

Self Confidence is Similar to Bandura’s (1977b) self
efficacy. Perceived self-belief or confidence in one’s own
abilities to carry-out specific tasks. When people have a strong
belief in their capabilities and skills that they can start and
manage a business venture successfully, it does increase their
chances of becoming an entrepreneur. Intellectual and non-
intellectual skills can assure higher entrepreneurial success
rates. It contributes substantially towards the entrepreneurial
success. Self-confidence refers to the individual’s trust in
himself to carry on the business activities. It is regarded as
one of the crucial factors in initiating and undertaking an
entrepreneurial activity. In other words, individuals with high
self-confidence are also likely to take relatively more risks.
Entrepreneurs are generally seen as those in control of their
own ambitions and their endeavors which are supposed to be
employed in order to achieve such goals (Koh, 1996). For these
goals the entrepreneurs are expected to possess a certain level
of self-confidence (Robinson et al., 1991a). The importance
of self-confidence is necessitated by Koh, (1992) by stating
that self-confidence is an integral psychological constituent
in entrepreneurial success. It is a common proposition that
entrepreneurs are expected to score relatively higher than non-
entrepreneurs self-confidence. (Ho and Koh, 1992, Robinson
et al., 1991a).

Locus of Control was first proposed by Rotter (1966). It
is an Individual’s perception of his or her ability to exercise
control over the environment. Internals believe that they have
control over their environment. Externals view their lives
as controlled by external factors. It has been emphasized
as an important distinguishing feature of entrepreneurs by
many including Hornaday and Aboud, (1971) and Miller,
(1983). Since locus of control depicts the reasons of good
and bad events in one’s life. It is a general proposition that
individuals with internal locus of control are more likely to be
good organizers and hence good entrepreneurs. On the other
hand, entrepreneurs are generally seen as relatively more or
moderate risk takers as successful entrepreneurship involves
bold decisions in some cases.

Schumpeter (1954) acknowledges J. S. Mill for publicizing
the term risk-taking among economists. Mill (1848) included
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risk-taking as a function of entrepreneur. It is the propensity
to take chances in the face of loss. Entrepreneurs’ preference
for moderate level of risks is also emphasized by many others
including McBer and Co., 1986.

Dyer (1996) and Kwon and Suh (2004) emphasized the
importance of trust in the success of the business. Trust is the
general probability that another person should be relied upon
in his or her commitments (Rotter, 1967); (Morgan and Hunt
1994). Since, trust is an abstract concept; it can be defined
in various perspectives as per the need of the author. In our
case, we would talk about the business trust, as all business
transactions include trust at some level (Huang and Wilkinson,
2006). The business trust between the business stakeholders
including customers, suppliers and employees develops over
a period of time. As in businesses, many parties are involved
which are mostly interdependent and besides that their also
involves factor of uncertainty. That’s why; trust is mostly
needed in such cases (Huang et al., 2006). Trust is actually the
assurance of expectations from both parties. In classical view,
trust is the general probability that another person should be
relied upon in his or her commitments (Rotter, 1967). Morgan
and Hunt (1994) consider trust in a situation where one party
is sure about the commitment of exchange of other party.
Lyman, (2003) proposed three qualities of trust, these are:
trust is rooted in the ability of an individual to consider others
as credulous, they will do what they promise and they will
stay ethical in business transactions. As stated earlier, trust is
the name of reliance on your colleagues, subordinates and off
courses other business stakeholders. Since trust is based on
probability, therefore it can be regarded as a business risk. As
a conclusion it can be inferred that trust is a crucial factor in
businesses and social relationships. In businesses it can act as
a source of cohesion between the team members or employees
and other business stakeholders. While in social relationships,
trust is important to sustain such good relations. Traditionally,
businesses have faced serious problems due to breach of trust
which have also led to inefficient governance. Based on the
importance of trust in business, Spekman (1988) regard it as
“the cornerstone of strategic partnership”. It was also found
that trust deficiency can affect the stakeholder’s commitment

and also the overall business success. Similarly, Morgan et al.
(1994) asserts that relationship, commitments and the overall
success, both are based on high levels of trust. Dyer (1996);
Kwon and Suh (2004) also emphasized the importance of trust
in the success of the business. It was concluded that business
success is dependent on high trust levels among the business
stakeholders. On the other hand, Huang and Wilkinson (2006)
proposed a research model regarding trust which shows that
trust has a direct relation with business generally and its
success more specifically.

Effects of society in shaping an individual’s decision
regarding choosing business rather than being an employee
are really important aspects of entrepreneurship. It is an
important factor for the entrepreneurial success (Gnyawali and
Fogel, 1994). Societal impacts refer to the effects of society
in shaping an individual decision regarding choosing business
rather than being an employee, it is also regarded as a crucial
factor regarding the entrepreneurial success. It was also
inferred that societal factors may be as important as technical
assistance, information and credit availability. Similarly,
Mokry (1988) regard local communities as an important
element in developing entrepreneurial activities. Lui and Wong
(1994) suggested that the Hong Kong’s economy is prone to
Chinese nationals because: the economic development over the
years have led towards opening many business opportunities
and these opportunities are in the form of small businesses
which are more useful to ordinary individuals. On the other
hand, adverse public attitude in Czech and Slovak Republics
discouraged entrepreneurs (Swanson & Webster, 1992).
They also suggested that developing a social bias against
entrepreneurs, may result into social injustice. Relatives, close
friends and family members can help the entrepreneur in
resources allocation, credit raising, utilizing social contact and
help in various decisions making (Kao, 1993). Social norms
along with cultural attitude may also lead to efficient business
development (Grundsten, 2004). Scholten et.al, (2004) believe
that perceptions about the entrepreneurship have a direct
positive impact on entrepreneurial intent. Those cultures
which support entrepreneurship; develop proper mechanisms
to encourage it (Vesper, 1983). Contrary to that, Lui and Wong
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(1994) proposes the cultural value assessment contradicts the
proposition of “strategizing behavior”. Strategizing behavior is
the behavior which focuses on the attainment of goals through
the use of strategic actions. This notion is also sustained by
Stites (1985). A study carried out on Taiwanese industrial
workers concluded that the Chinese business ethics are more
trustworthy, that emphasizes the gap between cultural value
assessment and strategizing behaviors (Harrellls, 1985).
People around and individual can have a strong positive
impact on the individual in involving in an entrepreneurial
activity. For instance in China, entrepreneurs are seen more
likely to encourage people around him/her to initiate their
own entrepreneurial ventures. Besides that these individuals
are also motivated by their close friends, relatives and family
members (Kao, 1993; Siu & Martin, 1992).

RESEARCH QUESTION:
What differentiates the entrepreneurs from non-
entrepreneurs on nature and nurture?

RESEARCH DESIGN AND METHODOLOGY

A sample size of total of 155 respondents was selected,
70 among them were entrepreneurs while 85 were non-
entrepreneurs. The data was collected in the geographical limits
of Rawalpindi and Islamabad, Pakistan. Entrepreneurs- for
this study are defined as individuals who started their business
and secured a peculiar growth from their counter-parts in the
first two years through innovation or those individuals who
have survived their business in the first five years of their
entrepreneurial careers. Data collection has been carried out
through a detailed questionnaire. All questions regarding the
five independent variables are on 5-point Likert-scale; while
the demographic section is placed separately.

In order to check the internal consistency, reliability analysis
was conducted for five predictor variables of the instrument.

The results were found acceptable. The cronbach alpha for
predictor variables were, 0.83, 0.77, 0.81, 0.76 and 0.80 for
locus of control, risk taking propensity, societal impacts, self-
confidence and trust levels respectively. The data collection
was carried through personal administration. As, it is likely
to increase the responsiveness of the respondents. Personal
administration also includes relatively more involvement
of the researcher and the respondent. As, in few cases
the respondents were not educated enough to understand
the contents of the question therefore the researcher had to
guide the respondent throughout the data collection phase. A
reasonable effort was made to obtain unbiased responses for
the questions in the questionnaire. The data analysis is divided
into two sections, first section is the data description while
in second section a discriminant analysis is used to find out
the significantly discriminating independent variables in two
groups- entrepreneurs and non- entrepreneurs.

RESULTS

The demographic analysis showed that majority of the
sampled respondents lived in urban or semi-urban areas (74.3
percent). Most of the respondents were male (94 percent)
therefore, the sample was skewed for gender. Gender is taken as
a control variable in this study as men in general, are relatively
more encouraged to start their business while, the females
generally, prefer to stay at home and assume the responsibilities
as house-wives. Similarly, education was also considered as
the control variable. As, most of the educated individuals were
considered to be more inclined toward employment in banking
and other professions than entrepreneurship.

Table 1 shows that entrepreneurs and non-entrepreneurs
are significantly discriminated in terms of societal impacts,
risk taking propensity and trust levels. However, locus of
control and self-confidence were statistically insignificant in
differentiating between entrepreneurs and non-entrepreneurial
groups.

Results Descriptive Statistics

Entrepreneurs'
Ownership Type
Business Type  Mo.of Respondents Percentage
Restaurant 23 32.90%
Grocery
Retailer 14 20%
Pharmacy 13 18.80%
Real Estate 7 1026
Software
House 5 7%
Education 3 4.20%
Fitness 3 4.20%
Catering 2 3%
Total J0 100%

Non-Entrepreneurs
Employment Type

Employment
Type MNe. of Respondents Percentage
Teaching 18 21.20%
Banking 13 15.30%
Medicine
(Doctors) 9 10.60%
Unemloyed 16 18.80%
Others 29 34.20%
Total 85 100%

Figure 2. Descriptive Statistics
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Table 1
T-Analysis of Entrepreneurs and Non-Entrepreneurs on Study Variables (N = 155)

Entr((relpzrtér(l)e)urs Non-e(rllltieg;:neurs 95% CI Cohen’s
Variables M(SD) M(SD) t(155) LL UL b
TL 3.1(0.6) 3.3(0.7) 2.49% 0.43 0.05 .35
RTP 3.0(0.6) 3.3(0.7) 3.1% 0.49 0.11 .45
LC 3.5(0.5) 3.7(0.9) 0.6 0.29 0.18 .08
SC 3.3(0.7) 3.3(0.8) 0.4 0.26 0.16 .06
SI 2.7(0.6) 2.4(0.7) 3.8% 0.09 0.51 .45

Note: CI - Confidence Interval; LL - Lower Limit; UL - Upper Limit; SC = Self-confidence, LC=Locus of control, RTP=Risk taking propensity,
TL= Trust levels, SI= Societal impacts
p < .05.

Table 2 indicates that entrepreneurial entry decisions
are highly correlated with societal impacts, self-confidence,
and risk taking propensity. The table also illustrates that
societal impacts, self-confidence, trust levels and risk taking
propensity have a positive effect on entrepreneurial career
decisions while locus of control is negatively correlated with
entrepreneurial entry decisions. Similarly, self-confidence
and societal impacts are also positively correlated with each
other while risk taking propensity and locus of control are
negatively related with each other.

Table 2

Means, standard deviation and correlations of Career decision with self-confidence, external
locus of control, Risk taking propensity, Trust levels and societal impacts

Variables M(SD) I 2 3 4 5 6
sC 2.9(0.6) - 26 07 .05 -15 .26
Sl 3.1(0.6) .39 .00 .45 .41
RTP 3.2(0.6) A7 -23 29
TL 3.3(0.6) -.01 .39
c 2.5(0.7) -.23
CcD 2.5(1.1)

Note. Cl - Confidence Interval; LL - Lower Limit; UL - Upper Limit; SC=Self Confidence, LC=External locus ef
ramrTl’, RTP= Risk taking propensity TL=Trust Levels, SI= Societal impacts, CD= Career decision “p <.05. -"p
<.01

It is also evident from table 2 that the relationship between
career entry decisions with societal impacts and trust levels
is positively significant while locus of control is negatively
related with career decision. However, the impact is observed
to be insignificant. It is inferred that the individuals who
choose to be entrepreneurs are relatively more risk raking
as compared to non-entrepreneurs. As starting own business
means increasing your risk levels, however, the reward is more
appealing that is in the form of more financial freedom and
independence. Hence entrepreneurship demonstrates a risk in
itself. When the entrepreneurs look at the rewards and still
undergo the entrepreneurial decision, it reveals relatively high
level of optimism. The score for locus of control is less than
3 in all cases. It depicts that the individual’s entrepreneurial
entry decisions are not affected by the fact that they “Attribute
others for good and bad events in their lives.” Societal impacts
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have an overall mean of more than 3, showing that the sampled
respondents are significantly influenced by the society in
general and by friends, family & relatives specifically. It
also shows that the society provides material resources and
moral support to the entrepreneurs, hence encouraging them
to initiate their own businesses. A higher mean score on
self-confidence exhibits individual willingness to get more
independence and a need for achievement. As evident from
the correlation matrix, trust level is highly correlated with an
individual’s risk taking propensity. It justifies the notion that
trusting people in business illustrates a risk in itself. That’s
why entrepreneurs have scored high on risk taking propensity.

DISCRIMINANT ANALYSIS

A discriminant analysis is normally used when the
dependent variable is on dichotomous (nominal) scale
while independent variables are on ordinal scale. Since
the entrepreneurial entry decisions are represented on a
dichotomous scale- entrepreneurs and non-entrepreneurs.
Therefore, a step-wise discriminant analysis has been used
in this study. Notably, entrepreneurs’ group is represented
by a numeric value of 1 while the non-entrepreneurs are
represented by a numeric value of 0. The analysis is carried
out to estimate significant and insignificant variables for the
two groups- entrepreneurs and non-entrepreneurs.

Table 3 provides the significant variables with their
respective canonical discriminant coefficients and Wilk’s
lambda statistics.

Table 3

Canonical, Standardized Canonical Discriminant, Structure Matrix Coefficients, and Wilk's Lambda in
Discriminant Analysis for Entrepreneurs and non-entrepreneurs
(N =155)

Variable y & r Wilk’s lambda P

SI 47 71 .78 92 .02

RTP 41 .65 .61 .89 .04

TL .43 .61 71 .87 .05

Note. V = Standardized Canonical Discriminant Coefficient; ¢=canonical Discriminant function coefficient; r =
Structure matrix coefficient; >=Wilk's Lambda ; CA=Societal impacts; RTP=Risk taking propensity, TL= Trust
Levels
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Table. 3 demonstrates that Societal impacts, risk taking
propensity and trust levels are significantly discriminating
among the two groups- i.e. entrepreneurs and non-
entrepreneurs. It can be deduced from this study that, Societal
impacts, risk taking propensity and trust levels might have
initially induced the individuals to take different decisions
like starting own venture or working for someone else. The
t-values also indicate a relatively more importance of the
variables. A study of group centroids is necessary in order
to elaborate the discriminant function. The centroid values
were .301 and -.27 for entrepreneurs and non-entrepreneurs
respectively. It suggests that values closer to .301 would be
related to entrepreneurs while those near to -.27 belong to the
non-entrepreneurial group. The cutoff score (-.0015) being
the average of two centroids, indicates that individuals who
score below the cut off value on societal impacts, risk taking
propensity and trust levels are more likely to belong to the
non-entrepreneurial group. Or contrary to that, if the score
is high than the cutoff value then there is a probability that
the individual belongs to the entrepreneurial group.

DISCUSSION

The present study focuses on effect of the factors such
as self-confidence, locus of control, risk taking propensity,
societal impacts, and trust levels on the career entry
decisions of individuals in Pakistan. By employing step-wise
discriminant analysis, a good model fit was given in order to
know about the differentiating factors among entrepreneurs
and non-entrepreneurs. The most distinguishing factor among
entrepreneurs and non-entrepreneurs was societal impacts.
Likewise, among the psychological factors risk taking
propensity and trust levels were also found as important
discriminators. Self-confidence was found to be positively
related while locus of control was negatively correlated with
entrepreneurial entry decisions. The correlation matrix
indicated that risk taking propensity and trust levels were
negatively correlated with each other. A moderate risk
taking is normally seen in the entrepreneurs, this study has
also validated the results of previous studies (Hornaday &
Aboud, 1971; Miller, 1983). Since trust levels were also
related with risk taking propensity, trust levels were also
found as a significant discriminator in this study (Morgan
and Hunt, 1994; Huang and Wilkinson, 2006). Similarly, the
effect of Societal impacts was also in line with the findings
from the literature (Gnyawali and Fogel ,1994; Mokry ,1988;
Lui and Wong 1994). As a limitation, this study has not
incorporated many other variables that may also differentiate
entrepreneurs from non-entrepreneurs. Future studies are
expected to enhance the scope of such studies by including
such other variables.

The study at one hand is constrained by various limitations-
the current sample size was relatively small. A larger sample
size is recommended for an extended generalizability.
Similarly, this study was bound to the geographical limits of
Rawalpindi and Islamabad, Pakistan so future studies should
also include other geographical areas. Besides, a sound effort
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was made to get unbiased results; biasness in certain cases
cannot be avoided.

CONCLUSION

Predicting an individual’s chances of entrepreneurial
entry decisions based on merely psychological characteristics
is not sufficient therefore; this study has also included the
contribution of societal impacts on entrepreneurial decisions.
Hence, It is concluded from this study that although the
five independent variables namely- self-confidence, locus
of control, societal impacts, trust levels and risk taking
propensity were important, however results of this study
indicate that societal impacts, risk taking propensity and
trust levels were significantly discriminating among the two
groups- the entrepreneurs and non-entrepreneurs in terms of
entrepreneurial entry decisions. This study is rather more
helpful for economic decision makers in terms of igniting
economic growth through entrepreneurship. Similarly, it is
also evident from the study that the availability of a conducive
environment can substantially increase the entrepreneurship
rates in the country.
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