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Small businesses in rural communities play a key role in achieving global sustainable
economic development because they are the driving force of poverty reduction, job
creation, resiliency, and economic development. This study examines the factors that
drive the success or failure of small businesses in rural communities in an emerging
market. The methodology is survey interview research using a logistic regression model to
test the Lussier success vs failure prediction model with a sample of 230 businesses
(successful n = 120, failed n = 110) from the rural communities in an emerging market.
This study supports the Lussier model validity (p < 0.01) with a high overall accuracy of
71% in predicting a venture as successful or failed. Capital, industry experience, staffing,
and marketing skills are the most significant (t-values < .05) factors that distinguish
successful from failed rural businesses in an emerging market. The findings can help
future, and nascent rural entrepreneurs avoid failure and successfully contribute to
economic development. Implications for government agencies, public regulatory bodies,
financial institutions, investors, suppliers, educators, professional institutions, and
society, as well as limitations and future research, are presented. This study also
contributes to the international validity of the Lussier model that can be used in both
advanced and developing economies, and it contributes to the development of theory.

Introduction

Extreme poverty in rural economies is one of the world’s
most pressing problems, and more governments and other
organizations are turning to entrepreneurship to grow rural
economies (Abebe & Gebremariam, 2021; Yeboah-Asiamah
et al., 2015). Why entrepreneurship and why rural entrepre-
neurship? Rural entrepreneurs are different from other
types of entrepreneurs, as they utilize and develop local re-
sources to grow the local economy (Korsgaard et al., 2015;
Miiller & Korsgaard, 2018; Soleymani et al., 2021). Small
businesses in rural communities play a key role in achieving
global sustainable economic development because they are
the driving force of poverty reduction, job creation, re-
siliency, and economic development (Achua & Lussier,
2014; Blankson et al., 2018; Boohene & Agyapong, 2017; A.
Crawford & Barber, 2020; Fortunato, 2014; Paynter et al.,
2021). For instance, rural entrepreneurs in emerging mar-
kets employ 60% of the workforce (Borchardt et al., 2018)
and contribute over 50% to the Gross Domestic Product

(Oppong et al., 2014).

Although rural small businesses play a significant role
in emerging markets, most do not survive for more than
five years and have a high failure rate (Deller & Conroy,
2017; Nikoli¢ et al., 2019). Therefore, the prediction of busi-
ness failure or success has become an imperative research
topic to entrepreneurship, and other relevant stakeholders
such as international and government agencies, public pol-
icymakers, investors, suppliers, educators, and consultants
(Dennis & Fernald, 2001; Galli-Debicella, 2020; Gyimah et
al., 2019, 2020; Gyimah & Adeola, 2021; Halabi & Lussier,
2014; Lussier & Corman, 1995). Thus, knowing the critical
factors that contribute to the success or failure of rural busi-
nesses is crucial to the attainment of sustainable develop-
ment (Salder et al., 2020).

However, the literature reveals a great inconsistency of
the factors contributing to the success or failure of busi-
nesses (Abebe & Gebremariam, 2021). To date, there is no
theory (Adeola et al., 2021; Lussier et al., 2016; Marom &
Lussier, 2014). There is a need for further research to under-
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stand better and predict the success versus failure of rural
businesses due to their significant role in emerging markets
(Baidoun et al., 2019; Hyder & Lussier, 2016). The purpose
of this study is to examine the factors that drive the suc-
cess or failure of small businesses in rural communities in
the emerging market of Ghana that has over 43% of the to-
tal population living in rural areas.

The study contributes to the theoretical literature and
provides practical implications for entrepreneurs and public
policymakers. For instance, the study contributes to the
understanding of the critical success factors of businesses
that can reduce the failure rate in emerging markets. It,
therefore, has practical implications for start-up ventures
and established small business owners and managers. Also,
government agencies, public policymakers, investors, sup-
pliers, educators, and consultants can use the model to aid
in their decisions. Moreover, this study has practical im-
plications that can also strengthen the businesses by con-
tributing to a holistic approach in achieving the United Na-
tions Sustainable Development Goals (SDG); including no
poverty (SDG 1); and decent work, and economic growth
(SDG 8). Finally, since there is no universal theory or model
for predicting small business success or failure (Lussier &
Pfeifer, 2000; Marom & Lussier, 2014), this study further
validates the Lussier (1995) model as an international pre-
dictor of small business success or failure that can be used
in other developing and developed countries.

Literature Review
Rural Entrepreneurship Context

Poverty, unemployment, and lack of economic growth re-
main daunting issues for most developing economies, espe-
cially in Sub-Saharan Africa (Abebe & Gebremariam, 2021).
To solve these challenges, support for rural entrepreneur-
ship is needed (Soleymani et al., 2021; Yeboah-Asiamah
et al., 2015). Eighty-seven years after Joseph Schumpeter’s
seminal book on the economic development theory, entre-
preneurship continues to dominate business literature be-
cause of its immense contribution to poverty eradication,
employment, economic development, and growth (Abebe &
Gebremariam, 2021; Barber et al., 2019; Blankson et al.,
2018; A. Crawford & Barber, 2020; Fortunato, 2014; Pato &
Teixeira, 2018).

Despite the significant importance of entrepreneurship,
there is no universally accepted definition of entrepreneur-
ship due to its multifaceted context. Thus, rural entrepre-
neurship has diverse definitions and meanings (Pato &
Teixeira, 2018; Saadatmand & Barber, 2019). Wortman
(1990) first defined rural entrepreneurship as “the creation
of a new organization that introduces a new product, serves
or creates a new market, or utilizes a new technology in a
rural environment.” McElwee & Smith (2014) further de-
fined it as firms that engage indigenous individuals, deploy
indigenous services and generate revenue for the rural en-
vironment.

The rural entrepreneurship concept advocates that the
activities of businesses should add value to the socio-spa-
tial aspects of the rural regions (Pato & Teixeira, 2018). This
is attained by developing new value from local resources
and linking to the features and rareness of the indigenous

to produce goods with value (Pato & Teixeira, 2018). The
study focuses on the creation and development of micro,
small and medium businesses in a rural setting that is com-
munity-based that uses local resources in their business ac-
tivities. Despite an emergent prominence on rural entre-
preneurship, how rural enterprises grow remains uncertain
(Deller et al., 2019), and very little is known about rural en-
trepreneurship (Munoz & Kimmitt, 2019; Pato & Teixeira,
2018).

Extant literature on rural entrepreneurship in advanced
economies focused on agricultural perspective, skills re-
quirement for local economic business, gender and family
studies, farm diversification, and social capital (Koyana &
Mason, 2017). However, studies on rural entrepreneurship
investigated policy application on how rural areas can be
developed in emerging markets, focusing on women and
youth (Koyana & Mason, 2017). This present study extends
the literature by examining the critical factors that con-
tribute to the success or failure of rural enterprises in an
emerging market, an important but neglected area of re-
search.

Success vs Failure Variables

A number of studies have investigated the contributing
factors to the success or failure of businesses in both devel-
oping and developed countries (Ciampi et al., 2021; Haber-
setzer et al., 2021). In developed countries, Habersetzer et
al. (2021) concluded that industry experiences contribute to
the success of firms in rural regions. Skuras et al. (2005)
also found that human capital accumulation practices such
as managerial experiences or education and training predict
business success in rural communities. Halabi & Lussier
(2014) found that adequate capital, record keeping, and fi-
nancial controls, use of the internet and professional ad-
vice, owners having parents owning a business, partners,
and marketing skills contribute to the success or failure of
businesses. Blackwood & Mowl (2000) also found that the
success or failure of businesses depends on the behavior of
business owners, social behaviors, and the economic factors
of the environment.

Other scholarly researchers in developed economies as-
sert that entrepreneurial characteristics such as owner’s age
(Barkham et al., 1996; Bosma et al., 2000; Bruins et al.,
2000; Cooper et al., 1990; Duchesneau & Gartner, 1990;
Kangasharju, 2000; Lussier, 1995; Lussier & Pfeifer, 2001;
Marom & Lussier, 2014; Storey, 1994); culture, external
business factors, technology (Peake et al., 2019); manage-
rial skills, experience, training and business environment
(Barsley & Kleiner, 1990; Covin & Covin, 1990; Dess et
al., 1997; Dun & Bradstreet, 1995; Postma & Zwart, 2001),
owner’s competencies and quality (Miskin & Rose, 1990),
and innovation (Dunne et al., 2016) contribute to the suc-
cess or failure of businesses.

For developing economies, environmental conditions
and entrepreneurial skills are the key determinants of the
performance of small businesses (Benzing et al., 2005; Chu
et al., 2007; Ghosh et al., 1993; Huck & McEwen, 1991;
Yusuf, 1995). Financial support, demographic factors, age at
which the new business venture is undertaken, use of fam-
ily loans, and the initial size of the firm are all instrumental
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Table 1. Lussier model variables

Success Versus Failure Variables

Capital (capt). Businesses that start undercapitalized have a greater chance of failure than firms that start with adequate capital.
Record keeping and financial control (rkfc). Businesses that do not keep updated and accurate records and do not use adequate financial con-

Industry Experience (inex). Businesses managed by people without prior industry experience have a greater chance of failure than firms

Management Experience (maex). Businesses managed by people without prior management experience have a greater chance of failure than

Professional Advisors (prad). Businesses that do not use professional advisors have a greater chance of failure than firms using professional

Education (educ). People without any college education who start a business have a greater chance of failing than people with one or more

1.
2.
trols have a greater chance of failure than firms that do.
3.
managed by people with prior industry experience.
4.
firms managed by people with prior management experience.
5. Planning (plan). Businesses that do not develop specific business plans have a greater chance of failure than firms that do.
6.
advisors. More recent sources of professional advisors are venture capitalists.
7.
years of college education.
8. Staffing (staff). Businesses that cannot attract and retain quality employees have a greater chance of failure than firms that can.
9.

Product/Service Timing (psti). Businesses that select products/services that are too new or too old have a greater chance of failure than

firms that select products/services that are in the growth stage.
10.  Economic Timing (ecti). Businesses that start during a recession have a greater chance of failing than firms that start during expansion peri-

ods.

11. Age (age). Younger people who start a business have a greater chance of failing than older people starting a business.
12.  Partners (part). A business started by one person has a greater chance of failure than a firm started by more than one person.
13.  Parents (pent). Business owners whose parents did not own a business have a greater chance of failure than owners whose parents did own

abusiness.

14.  Minority (mior). Minorities have a greater chance of failure than non-minorities.
15.  Marketing (mrkt). Business owners without marketing skills have a greater chance of failure than owners with marketing skills.

in subsequent business success. Adeola et al. (2021) found
that for businesses in developing countries to be successful,
entrepreneurs should start with adequate capital, have mar-
keting skills, keep financial records, and follow professional
advice.

Similarly, Baidoun et al. (2019) reported that capital,
record keeping, and financial controls, and the use of pro-
fessional advice are the drivers of the success or failure
of businesses in emerging markets. Neshamba (2000) also
found that previous managerial experience, understanding
of customers’ needs, capital accessibility, and hard work
contribute to the success of a business. The literature re-
veals a great inconsistency of the contributing factors to
the firm’s success or failure, and to date, there is no theory
(Adeola et al., 2021; Lussier et al., 2016). With the lack of
consistency of success versus failure variables, there is a
need for further research to understand better and predict
the success versus failure of rural businesses in emerging
markets.

Prediction Models

The last three decades have provided quantitative mod-

els for predicting the success or failure of businesses. Fail-
ure prediction models are based on large public firms due
to the availability and accessibility of financial data (Gy-
imah et al., 2020). Financial data, however, can be manip-
ulated using some accounting policies, and it is unrealistic
to use financial information to predict the failure or success
of a business (Rosner, 2003). Financial models also use prior
sales and profits to predict failure. However, start-up firms
have no financial history, and thus, financial models cannot
be used with nascent firms. Therefore, researchers are call-
ing for non-financial prediction models that can better pre-
dict the success or failure of businesses (Appiah, 2011; Ap-
piah et al., 2015; Gyimah & Boachie, 2018).

This study adopts the Lussier (1995) model that has been
validated for the prediction of success or failure of busi-
nesses (Halabi & Lussier, 2014; Teng et al., 2011). The
Lussier (1995) model consists of 15 non-financial variables
that were selected from 20 prior studies identified as con-
tributing factors to the success and failure of small busi-
nesses. Table 1 includes the Lussier (1995) success versus
failure prediction variables. There are now 44 articles dis-
cussing the variables in the model; see Table 2.
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Table 2. A comparison of variables identified in 44 articles as contributing factors to business success versus failure

Scholars Capt rkfc Inex Maex Plan prad Educ Staff Psti ecti age part pent minor mrkt

Adeolaetal.,, 2021 F F N N N F N N F N N N F N N
Baidoun et al.,, 2019 F F N N F F N N N N N N N N N
Barsley & Welner, 1990 F - F F F F - - - - - - - - -
Bosma et al., 2000 - - F

Bruins et al., 2000 F
Brunoetal., 1987
Carrero-Morales, 2015
Cooper etal.,, 1990
Cooperetal, 1991
Crawford, 1974 - -
Cressy, 1996

Dun & Bradstreet, 1995
Flahvin, 1985

Gaskill et al., 1993
Guzman & Lussier, 2015
Gyimah & Adeola, 2021
Gyimah et al., 2020
Hoad & Rosko, 1964
Houben et al., 2005
Hyder & Lussier, 2016
Kennedy, 1985

Lauzen, 1985

Lussier & Corman, 1996
Lussier & Halabi, 2010
Lussier & Pfeifer, 2001
Lussier, 1995

Lussier, 1996a

Lussier, 1996b

Lussier et al., 2016
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Scholars Capt rkfc Inex Maex Plan prad Educ Staff Psti ecti age part pent minor mrkt

Marom & Lussier, 2014 F F N N F F N N N N F N N N N
Mcqueen, 1989 F - F F - - - - - - - - - - F
Rauch et al., 2005 - - F F - - F - - - - - - - -
Reynolds & Miller, 1989 F F - - F - N N F - N F - - -
Reynolds, 1987 F F - - F - - N F - - - - - N
Sage, 1993 F - - F - - F - - - - - - - -
Santarelli, 1998 - - - - - - F - - F - - - - -
Schutjens & Weaver, 2000 - - - - F - - - - - - E - - R
Sommers & Koc, 1987 - - - F F - - F - - - - - - -
Tengetal., 2011 N N N N N N N N F N N N N N F
Thompson, 1988 N - - F F - - F F - - - - - -
Vesper, 1990 F F F F N F F - F F - F - - F
Wight, 1985 F F - F - F - - - - - - - - -
Wiklund & Shepherd, 2003 F - - F - - - - - - - - - - R
Wood, 1989 - F F F F - F - - - F - - - -

Total F 24 16 14 19 23 18 11 11 12 11 5 8 4 4 10

Total N 12 11 17 19 8 7 18 13 12 14 17 14 13 14 12

Total - 8 17 13 6 13 19 15 20 20 19 22 22 27 26 22

F supports variable as a contributing factor.
N does not support variable as a contributing factor.
- does not mention variable as a contributing factor.
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Methods
Sample and Model

This survey interview research study uses quantitative
analysis to test the Lussier success vs failure prediction
model. The study adopts the Lussier (1995) model question-
naire that has been previously validated in multiple studies.
Following Adeola et al. (2021); Lussier and Halabi’s (2010)
studies, this study uses a simple random sampling tech-
nique to select rural businesses in Ghana. Trained profes-
sionals administered 500 questionnaires to local businesses
in the rural communities; however, 230 completed the sur-
vey resulting in a 46% response rate. Of the respondents,
120 are categorized as successful and 110 as failed busi-
nesses.

This study replicates previous studies using binary logis-
tic regression to test the Lussier (1995) prediction model
variables (e.g., Adeola et al., 2021; Gyimah et al., 2020;
Hyder & Lussier, 2016; Lussier, 1995; Lussier et al., 2016;
Lussier & Halabi, 2010; Teng et al., 2011). The model is:

Log(success/ failure) = 8 + & Capital

+ & 5 Record keeping financial control
+ & sIndustry experience

+ & 4 Management experience
+ 8 5 Planning

+ 3 g Professional advice

+ 8 yEducational level

+ 8 gStaffing

+ § g Product/ service timing
+ 8 jgEconomic timing

+ 811 4ge of owner

+ & 9 Partners

+ & ;3Parents

+ 8 4 Minority

+ 8 ;s Marketing skills + ¢

Variable Measures

The dependent variable is dichotomous (success or fail-
ure). Following prior studies methodology (see Hyder &
Lussier, 2016; Lussier et al., 2016; Lussier & Halabi, 2010;
Teng et al., 2011), this study uses profitability levels to cat-
egorize businesses into success or failure categories. There-
fore, rural business is considered as a success if the profit
level is average or above the industry average profit; and
rural business is considered as a failure if the profit level
is less than average profits. Using a 4-point scale, business
owners are asked to select the appropriate level of profits,
4 — profit is above the industry profit, 3 — industry average
profit, 2 — profit is below the industry average, and 1 - cur-
rently not making a profit. Entrepreneurs or business own-
ers that selected 1 and 2 are coded as 0 to represent failure,
and those that chose 3 and 4 are coded as 1 to represent suc-
cess.

For the independent variables, the ratio number of years
is used to measure three of the variables; industrial expe-
rience, managerial experience, and owner’s age. A 7-point
scale is used to measure nine variables: capital (1 adequate
- 7 inadequate), record keeping and financial records (1
poor — 7 good), planning (1 specific — 7 no plan), profes-
sional advice (1 used - 7 not used), educational level (1

none - 7 doctorate), staffing (1 difficult to recruit — 7 easy),
product/service timing (1 introduction - 7 decline), eco-
nomic timing (1 expansion — 7 recession) and marketing
skills (1 unskilled - 7 skilled). Nominal measures coded as
1 or 2 are used for partners (1 owner — 2 partner), parents
(1 yes parent-owned business — 2 no), and minority (1 for-
eigner/minority — 2 Ghanaian).

Results

Descriptive Statistics and Test of Differences of
Lussier Model Variables

Table 3 provides the descriptive and inferential statistics
of the 15 model variables for 230 entrepreneurs in the rural
communities in Ghana. T-test and chi-square are used to
determine whether there are any significant (p < 0.05) dif-
ferences between failed and successful businesses.

Of the 15 tests of differences, the successful rural busi-
nesses have 13 greater levels of resources than failed rural
businesses. Though the failed rural businesses have 2
greater levels of resources (age and educational level of
owners) than the successful rural businesses; the differ-
ences are not significant (p > 0.05). Thus, the small insignif-
icant differences do not suggest waiting to start a business
or that less education improves chances of success.

Five variables are significantly different at the .05 level,
as discussed here. (1) Capital. Successful businesses in rural
communities started with significantly greater capital (m =
4.39) than failed businesses (m = 5.85). As stated as a note
under Table 3, capital is a reverse scale, and a lower value
is preferable. (3) Years of industrial experience. The suc-
cessful rural business owners have a significantly greater
number of years of industrial experience (m = 10.92) before
commencing their business than that of failed rural busi-
ness owners (8.11). (4) Management experience. Success-
ful rural business owners have a significantly greater num-
ber of years of managerial experience (m = 9.69) before
starting their business than failed rural business owners
(m = 7.69). (8) Staffing. The result shows that successful
rural businesses have significantly fewer difficulties recruit-
ing and retaining quality staff (m = 6.59) than that of failed
rural businesses (m = 5.51). (15) Marketing skills. Success-
ful rural business owners have significantly higher levels of
marketing skills (m = 4.91) before commencing their busi-
ness than failed business owners (m = 4.25).

Correlations

The Pearson correlation matrix in Table 4 reports 105
correlations, and 33 (31%) are significant correlations (p.
< .05) between variables. Part of the reason for the high
rate of correlations is the sample size. The great the sample
size, the more likely the r-value is to be significant, and
vice versa (Lussier, 2005). The reason why some of the vari-
ables are significant is because of faced, near, or just mul-
ticollinearity. This happens when an independent variable
depends linearly on one or more other independent vari-
ables, and without them, the estimate would not occur. For
instance, industry experience, management experience,
and age of owner are likely to be highly positively corre-
lated.
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Table 3. Descriptive statistics and test of difference (N = 230)

. Failed Mean (n = Failed Success Mean (n = Success

Model Variables 110) SD. 120) SD.
1. Capital *x
(1 adequate - 7 inadequate)? 585 266 4.39 1n
(21 Ece:c:)cr’r—d 7K;§cl’):jr)]g and Financia 4.33 1.49 456 1.59
3. Industry Experience 811 560 10.92 6.79*
(number of years) ’ : : :
4. Management Experience 769 539 969 6.43*
(number of years) ’ : ) :
5. Planning
(1 specific - 7 no plan)? 3.75 191 3.76 1.30
6. Professional Advice
(1 used - 7 not used)? 429 1.86 401 1.69
7.Education
(1 none - 7 doctorate) 1.86 0.86 1.75 0.73
8. Staffing o
(1 difficult - 7 easy) 5.51 1.22 6.59 3.78
9. Product/service Timing
(1 introduction - 7 decline)? 3.18 1.35 3.04 1.14
10. Economic Timing
(1 expansion - 7 recession)? 3.39 121 3.33 091
(1n1u' Qﬁeer"ggg;‘resr) 33.51 9.35 31.91 10.51
12. Partners
(1 owner 49.5% - 2 Partners 50.5%) 1.20 041 1.23 041
13. Parents
(1 yes parent owned business 45.7% 2 no 1.80 0.39 1.86 0.35
54.3%)
14. Minorities (Foreigners)
(1 yes 15.9% - 2 no 84.1%) 1.96 0.18 1.99 0.09
15. Marketing 4.25 1.60 4.91 443

(1 unskilled - 7 skilled)

2 Note that these are reverse scale items. Therefore, a lower number is preferred/expected.

Significance level ** p < 0.01 * p < 0.05

Another important consideration is the issue of
collinearity. R-values greater than 70% (r = 0.700) indicate
high collinearity that is problematic in regression models
(Lussier, 2005). For the Pearson correlation matrix (Table
4), we found only one correlation greater than 0.700; (3)
industry experience and (4) management experience (r =
0.95). As expected, industry and management experience

are collinear since it is not likely to have several years of
managerial experience without several years of industry ex-
perience (Lussier & Pfeifer, 2000, 2001). Therefore, multi-
collinearity and collinearity issues should not be a problem
for the study, and unlike a simple test of differences, run-
ning logistic regression addresses these issues.
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Table 4. Correlation matrix

1 2 3 4 5 6 7 8 9 10 11 12 13 14
1. Capital 1.00
3. Industry experience 0.03 -0.29** 1.00
:')'(Eli?:‘ngfeme”t 003 027 095* 1.00
5. Planning 0.09 007 003 003 1.00
6. Professional advice 0.08 -0.21** 0.19** 0.18** 0.26** 1.00
7. Education 005 0.18* 012" 012" -0.08 028" 100
8. Staffing 006 005 007 007 0.04 0.10 014" 100
Z}nﬁ;"g"“w Service 019% 001 004 003 008 011 005 002 100
10. Economic timing 0.18* 016" 011 0.07 008 0.18** 017 001 000 1.00
11. Age of owner 002 001 032  -030" 001 003 012" 002  014* 001 1.00
12. Partners 003 014" 014* 0.10 007 002 006 004 011 006 007 1.00
13. Parents 002 007 010 014" 001 005 001 001 -0.06 001 013" 013" 100
14 Minority 003 -0.09 008 003 0.02 008 0.00 002 0.06 014* 021 001 001 100
15. Marketing skills 011 0.12* 001 004 -0.06 0.04 0.04 001 001 007 003 0.18* 003 003

Significance level ** p < 0.01 * p < 0.05
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Table 5. Logistic regression model test results (N = 230)

Model Parameter Estimates Model Model
Variables Name B t-Sig.
1. Capital -0.205 0.034
2. Record Keeping and Financial Control -0.138 0.229
3. Industry Experience 0.197 0.041
4. Management Experience -0.152 0.121
5. Planning 0.067 0.547
6. Professional Advice -0.032 0.733
7. Education 0.825 0.693
8. Staffing 0.934 0.000
9. Product/Service Timing -0.127 0.293
10. Economic Timing -0.004 0.405
11. Age of Owner -0.073 0.812
12. Partners 0.516 0.856
13. Parents owned a business -0.567 0.234
14. Minority 1.015 0.427
15. Marketing 0.239 0.041
Constant -7.775 0.016

Model Test Results
-2 Log Likelihood
Model Chi-square
Model Significance
Pseudo R Square

Classification Results

Correctly Classified Cases
Success
Failed

Overall

257.424
59.68
0.000

0.1882

71.20%
71.15%
71.18%

Logit Results of the Lussier Model

Table 5 reports the logistic regression of the Lussier
Model with a sample of 230 businesses from rural commu-
nities in an emerging market, Ghana. The appropriate test
for the overall significance of the model is measured by a
large -2 log-likelihood (LL) statistic, chi-square, and predic-
tive power. The -2 log LL measures the goodness of fit of the
model. Chi-square tests whether the combined effects of all
the 15 variables in the model are different from zero. Thus,
if the significant level is less than 0.05 (95% confident in-
terval), with a high accuracy rate, then the model’s explana-
tory power is robust.

The results in Table 5 report the logistic regression re-
sults of the model -2 LL statistics 257.424 (p = .000), chi-
squared 59.68 (p = 0.000), and overall accuracy rate of
71.8%. This supports that the Lussier (1995) model is a valid
predictor of the success or failure of rural businesses in
emerging markets. The model is significant as it will predict
a group of businesses as successful or failed 99% of the time,
and the model will accurately classify a specific business as
successful or failed greater than 70% of the time. Therefore,
entrepreneurs in emerging markets that start with adequate

capital, maintain good record keeping and financial con-
trol, have industrial and managerial experiences, have spe-
cific plans, seek professional advice, educated, have little
difficulties recruiting and retaining quality workers, have
better product or service and economic timing, have part-
ners, have parents who owned businesses and have market-
ing skills before starting their businesses can increase their
chances of success.

Significant Variables

There are four significant t-value variables (p. < .05) that
distinguish successful from failed businesses in the rural
economy. The variables are: (1) capital (p = 0.034), (4) in-
dustry experience (p = 0.041), (8) staffing (p = 0.000) and
(15) marketing (p = 0.041). The reduced model function for
rural businesses in an emerging markets is:

S = f(capital, industry experience,

staffing, and marketing skills).

The implication here is that these four variables are the
most critical success factors for rural businesses in emerg-
ing markets. Thus, it is recommended that entrepreneurs
should start with adequate capital, have industrial experi-
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ence, with the ability to attract and maintain quality staff,
and should have marketing skills before starting their busi-
ness.

Discussion

The findings of the study support the model validity of
prior studies on businesses by Lussier (1995), Lussier & Ha-
labi (2010), Marom & Lussier (2014). Guzman & Lussier
(2015), Hyder & Lussier (2016), Lussier et al. (2016), and
Baidoun et al. (2019). One of the most significant variables
is capital that contributes to the success of rural businesses
in emerging markets. Capital is also a significant contribut-
ing variable for the success of small businesses in Nigeria
(Adeola et al., 2021; Gyimah & Adeola, 2021), and other
current studies by Baidoun et al. (2019) and Hyder & Lussier
(2016); as well as earlier studies by P. D. Reynolds (1987), P.
Reynolds & Miller (1989), Cooper et al. (1990), and Cooper
et al. (1991).

The study also finds that the industry experience of en-
trepreneurs can increase the chances of success of rural
businesses in emerging markets. Earlier studies by Barsley
& Kleiner (1990), Copper et al. (1991), G. L. Crawford
(1974), Dun & Bradstreet (1995), Flahvin (1985), Gaskill et
al. (1993), Hoad & Rosko (1964), Lussier & Corman (1996),
McQueen (1989), Rauch et al. (2005), Vesper (1990), and
Wood (1989) also supported that entrepreneurs that have
more years of experience in the industry increase their
chances of success.

In terms of staffing, studies by Lussier (1996), Lussier &
Corman (1996), Lussier & Pfeifer (2001), Hyder & Lussier
(2016), and Lussier et al. (2016); as well as earlier studies in-
cluding Bruno et al. (1987), Flahvin (1985), Lauzen (1985),
Sommers & Koc (1987) and Thompson (1988) also found
that quality staffing increases the success of businesses.
Marketing skills, which is also is a predictor of the success
of rural businesses in emerging markets, was also signif-
icant in earlier studies by Bruno et al. (1987), Gaskill et
al. (1993), and McQueen (1989); as well as studies con-
ducted by Lussier a (1996 a), Lussier et al. (2016) and Teng
et al. (2011) that found that business owners with market-
ing skills before starting their business contributes signif-
icantly to the success of the business. Our result confirms
prior studies outcomes but also highlights substantive gaps
in capacity and resources for rural entrepreneurs, especially
those in developing countries.

Practical Implications

The study examines the factors that contribute to the
success or failure of small businesses in rural communities
in an emerging market. Capital, industry experience,
staffing, and marketing skills are the most significant (t-
values < .05) factors that distinguish successful from failed
rural businesses in an emerging market. The study con-
cludes that future and nascent rural entrepreneurs should
use the model and start businesses with sufficient capital,
have industrial experiences with adequate marketing skills,
and have qualified staff to increase the chance of being suc-
cessful. This can help future, and nascent rural entrepre-
neurs avoid failure and successfully contribute to economic
development.

Moreover, public advocacy organizations in Ghana, such
as National Board for Small Scale Industries (NBSSI) and
Microfinance and Small Loans Centre (MASLOC), and other
NGOs working directly in the rural communities should
provide capital support by giving low-interest credits or
loans to rural entrepreneurs. The ongoing public-private
partnership policy on “The one district one factory” initia-
tive in Ghana should focus on rural enterprises since they
contribute massively to the UN Sustainable Development
Goals of poverty reduction (SDG 1) and good jobs and eco-
nomic growth (SDG 8). Again, government agencies in de-
veloping economies can use the model to assist them in
providing training and resources to successful rural busi-
nesses and for new ventures that have the potential to be
successful so that they can contribute to economic develop-
ment.

Government should also provide industrial mentors with
vast industrial experiences to rural entrepreneurs to help
grow, expand, multiply, and replicate their businesses. Like-
wise, Business Advisory Centres (BACs) of NBSSI in the lo-
cal communities in Ghana should organize seminars on how
to support entrepreneurs in marketing their products or
services that contribute to economic development.

Furthermore, educational and professional institutions
should teach the model and key success factors behind rural
entrepreneurship in emerging markets. For instance, tech-
nical and vocational education and training (TVET) insti-
tutions, senior high schools, training colleges, and univer-
sities in developing countries should use the validated
Lussier model to teach apprentices or learners about the
drivers of rural entrepreneurship. Lussier’s success vs fail-
ure prediction model should be included in entrepreneur-
ship programs and seminars of professional and educa-
tional or training institutions.

Additionally, potential investors or future rural entre-
preneurs can use the model to evaluate investment deci-
sions. Through the entrepreneurial use of the model, soci-
ety can benefit directly through job creation and indirectly
through local economic growth and development. Tax rev-
enues from new ventures can be used by the government to
invest in infrastructure to future develop the needed infra-
structure to stimulate continuing economic growth. Addi-
tionally, public regulatory bodies and policymakers should
keep stimulating entrepreneurship in times of economic
downturn.

Current and prior bankruptcy and default prediction
models are usually based on historical financial records or
performance. Nascent and future ventures have no prior
history, and this strengthens the value of the Lussier (1995)
model that can be used to evaluate the success or failure of
rural businesses in other emerging and developed markets.

Limitations and Suggestions for Further Research

As with all research, there are limitations to this study,
so we present limitations here with suggestions on how
to improve on these limitations in further research. First,
the study only uses a Ghanaian sample to represent rural
businesses in emerging markets, excluding other emerging
or developing countries. Future studies can duplicate this
study using datasets from other emerging countries to im-
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prove the generalizability of the findings in predicting the
success or failure of rural businesses in emerging markets.

Another limitation is the measure of the dichotomous
dependent variable (success or failure), where the prof-
itability level is used to categorized failed and successful
rural businesses. Entrepreneurs must make a subjective
judgement on their level of profitability. A similar approach
by prior studies by Adeola et al. (2021), Hyder & Lussier
(2016), Lussier & Halabi (2010), Lussier et al. (2016), and
Teng et al. (2011) used the profitability levels due to lack of
records of failed businesses. Although using profitability is
an acceptable methodology when there is a lack of sample
information, future studies are encouraged to use the more
robust methodology in the original Lussier (1995) study.
Lussier used a two-step sampling process. First, govern-
ment public record information on Chapter 11 and bank-
ruptcy was obtained to identify failed businesses. Step one
of data collection surveyed failed business owners. The sec-
ond sampling of successful firms used a matched pairs sam-
pling by locating a successful business in the same industry
and area matching it with a previous respondent failed busi-
ness that completed the survey. Thus, the total sample had
the same number of successful and failed businesses from
the same industry and local area of the country.

The subjective measure of the independent variables is
another limitation. A 7-point scale is used to measure nine
of Lussier’s model variables. So judgment is needed, such as
rating each variable as high, medium, or low to determine
its effect on success or failure. Also, when using the model,
entrepreneurs are subject to self-perception bias responses
that can lead to over-rating the chances of success that
can fail. Thus, further research should consider developing

more objective indicators for measuring the model inde-
pendent variables, and additional variables can be added to
make the model more robust.

Stakeholders such as government agencies, public reg-
ulatory bodies, financial institutions, investors, suppliers,
educators, and professional institutions, and entrepreneurs
can use the model to evaluate the failure or success of new
and nascent businesses. However, based on its subjectivity
in the judgement of variable measurement, it is better to
use other prediction methods in addition to the Lussier
model when making decisions to improve the accuracy of
the prediction.

Additionally, the study excludes cultural, regulatory re-
quirements, and economic factors that can affect the suc-
cess or failure of rural businesses in various countries. Fur-
ther research can include those indicator factors as
moderating or mediating or control variables to assess their
effect on the probability of success or failure of businesses.

Conclusion

This study statistically tested the Lussier success vs fail-
ure prediction model in a rural developing country. The lo-
gistic regression results are significant (p = .000), and the
model will predict a group of businesses as successful or
failed 99% of the time, and the model will accurately clas-
sify a specific business as successful or failed greater than
70% of the time. This study contributes to the international
validity of the Lussier model that can be used in both ad-
vanced and developing economies, and it contributes to the
development of theory.

This is an open-access article distributed under the terms of the Creative Commons Attribution 4.0 International License
(CCBY-4.0). View this license’s legal deed at http://creativecommons.org/licenses/by/4.0 and legal code at http://creativecom-

mons.org/licenses/by/4.0/legalcode for more information.
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