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ABSTRACT

Egypt has many micro and small but only a very few medium-sized and large
enterprises in ICT sector. Micro and small firms seem to have difficulties to
achieve success and become medium-sized companies. This is a problem
because medium-sized companies are mostly the main creators of high quality
products/services, better-paid employment, sources of innovation, catalysts for

economic improvement, and future exporters.

Enterprises success are caused due to internal factors related to entrepreneurs,
and external factors related to environment. This study aims to determine the
major factors that impact success of ICT small companies in Egypt, then takes
further step to know what are the factors that entrepreneurs can control, what
are the factors entrepreneurs can influence without full control and finally what

are the factors that are beyond their control?

Large numbers of literatures discussed the factors that favor or hamper the
success of small and medium-sized enterprises (SMESs): entrepreneurial
factors (education, age, skills, etc.), eco-system factors (finance, incubators,
partners, etc.), market (customers or demography) and the business
environment (political stability, regulations, legal environment, etc.). However,
only a few studies provide empirical evidence for determining the most

important factors for ICT companies' success in Egypt.

This research is meant to fill this gap. It is conducted through, 1%' stage
interviews with 4 interviewees (2 experts and 2 entrepreneurs), 2" stage
interviews with 10 interviewees (5 experts and 5 entrepreneurs) and

guestionnaire distributed among 38 entrepreneurs and experts
The research resulted in three main conclusions:

A Egypt the major determinants for success can be summarized as the
entrepreneur s (i) A lsjsoftiskilly, ethical bdhavierand
networking & social skills, (ii) Ability of entrepreneur to: access to finance, catch
and train qualified employees and find opportunities within risky but growing
Egyptian market) (iii) Ability of entrepreneur to deal and cope with: political and

economic instability, legal environment and insufficient internet services.
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A | CT s Egyptean be enhanced by cofactors: Applying Focus strategy,
acquiring leadership skills and higher qualifications of education and industry
experience. However, intermediate constraints are represented in

governmental regulations and infrastructure.

A The success of an Egyislsrgelylddpendsomtheani es i n
entrepreneurds capabilities.ledTabt@sysucar e cons
as political instability, availability of adequate financing agencies, risky market
with little market information and difficult legal environment. However, a few

entrepreneurs manage to overcome these obstacles.

To enable more ICT entrepreneurs to succeed, the Egyptian government
should improve political and economic stability conditions, its educational and
training systems, help entrepreneurs catch qualified employees through human
resources development, provide market information, ease entrepreneurs'
access to finance and improve legal environment and governmental

regulations.

However, entrepreneurs should build what they lack in the business, soft and
social skills, ethical behaviors, and enhance their networking relations. In
addition, they should overcome lack of market information by market research,
financing difficulties by engagement to little available financing agencies or
angel donors. Lastly, they should know the best way of dealing and coping with
political instability, difficult legal environment and regulations, and insufficient

expensive internet services.
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1 Chapter One: Introduction

1.1 Industry Overview

The internet is pushing economic growth and job creation. Recently, the Boston
Consulting Group ranked the internet economy in the top 20 global economies
to determine how online business drives economic activity. By 2016, there will
be 3 billion internet users globally - a | mo st hal f the worl dds p
internet economy will reach $4.2 trillion in the G-20 economies. The internet is
contributing up to 8 percent of GDP in some economies, powering growth, and
creating |jobs. (Dean et al . 2012) Todayos
technology firms. The top 5 of Millward Br
brands consists of 4 technology firms, namely Apple (1), IBM (2), Google (3),
and Microsoft (4). Technology and telecom brands together comprised about
44 percent of the value of the list, whereas they accounted for about one-third
of the value in 2006. An upward trend can be noted. Internet firms like Google,
Amazon.com, Facebook, Baidu, and eBay are prominently present in Millward

Browndéds index of most valuable gl obal bran.

Although failure rates are still high (82.9 percent), Silicon Valley research shows
us that the technology industry is still growing, but it has some year-specific and
industry-mix effects (Luo and Mann 2011). Given the fact that most startup fails,
it doesnoét stop (internet) entrepreneurs
easiness and low cost to start a business,. The only thing you should do is an

innovative idea and soon you can enter or create a market.

In Egypt in late 2001, the ministry of information and communication technology
started many initiatives to promote the ICT within the country, within 4 years of
the initiative the market was full of qualified technical resources in the field of
ICT.

The government and specially the ministry of information and communication
technology started the startup echo system through ITIDA. ITIDA provided
many initiatives that support the entrepreneurship mindset within the ICT



industry and is now considered one of the main stakeholder of the startup

ecosystem in Egypt.

In 2011, the Egyptian revolution created a motive and a new mindset for youth
to start their own business, also a lot of successful business men came from
silicon valley and the American universities come back to start their own
incubators, accelerators and VC, but they found the startup concept and

environment are still immature in Egypt, a lot of challenges are existent.

In this study, the researcher is trying to explore the real causes that form the

challenges facing ICT entrepreneurs in Egypt

1.2 Purpose of the Study

The researcher is an entrepreneur; he could recognize easily the difficulty that
face small enterprises in Egypt which lead them to failure and involuntary exit
from market, or struggling just to survive without achieving reasonable profit to
cover the owners' life expenses. Very few startups could transfer from small
enterprise to medium enterprise, even though for who could do this, they could
not sustain in medium level and was compulsorily returned to small size.
However, few entrepreneurs could grow in Egypt, it seemed that they had better
starting conditions than others, like availability for finance, better education,
international exposure or found support from their families who have industry

experience.

The researcher was eager and curious to know whether success for small
enterprises is possible or not in Egypt? , what are the internal factors related to
entrepreneurs and external factors related to Egypt environment, that affect
success of entrepreneurs either positively or negatively?, how can entrepreneur
exploit from positive factors to push his enterprise for success? , are the
negative factors that affect entrepreneurs in Egypt can be overcome or not?,
what should entrepreneurs do in order to succeed in Egypt, or they should

transfer their business to other environment?.

The researcher was motivated to find answers for these questions, he chose

the ICT sector to be the field of his study, because it is one of the sectors that



attracts many entrepreneurs due to little cost of starting, in addition, it is a field
that needs continuous innovation to avoid the risk of disruptive technologies

which are appearing day after day.

1.3 Research Problem

More than 90 per cent of all ICT in Egypt firms are small enterprises, while the
share of large and medium-sized companies has grown during the last decade
but remains very low (Loewe 2013, CAMPAS 2009}.

Furthermore, most small firms are necessity-driven and do not provide
satisfying income for their owners, let alone the employees (El-Megharbel 2008,
1). SMEs face a financing gap that causes undercapitalization and represents
an obstacle that hinders SMEs from growth (Nabil 2011).

In addition, Egypt suffers from high unemployment, low levels of total factor
productivity, and a low degree of economic diversification. A greater number of
medium- sized enterprises could help solve some of these problems, and
considering the sharp economic downturn that followed Egyptd s r e v o |

need is great and urgent (Loewe 2013).

Egypt hosts some large companies, which are able to compete on world
markets and generate a considerable portion of gross domestic product (GDP).
But most of these are not linked to smaller companies in the country. Medium
size companies are supposed to be able to sell their products\services in the
near future to the open market worldwide, or become suppliers for larger firms
and integrated into global value chains (GVCs). Most workers in Egypt are
employed in comparatively low-productivity and low-income jobs in micro and

small firms (Loewe 2013).

Many medium-sized and large companies were born that size by foreign
investors or a handful of affluent natives; very few large companies started
small and grew over time. Apparently it is difficult for small firms to transform

into medium-sized enterprises.

Medium-sized enterprises are the main providers for quality employment. Most

people in low- and middle-income countries work in micro and small enterprises

ut
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are underemployed and poorly paid. Since medium-sized enterprises typically

offer better-paid, more secure jobs for better-trained people who also receive

soci al security bene fagettends toaorrelaiewpasttively 6 s aver
with its share of medium-sized enterprises (Altenburg / Eckhardt 2006, 7).

Medium-sized enterprises are better able than small ones to produce products

and services that can compete inoworld m;
productivity is correlated with its share of medium-sized and large companies.

These tend to be more productive than smaller firms because they have the

financial and personal means to invest in research and development (R&D),

new products, new methods of production, new organizational forms and

divisions of labors, new ways of marketing and the like (Mead / Liedholm 1998,

64).

Egypt is one of the countries characterized by the missing middle syndrome.
Egyptian manufacturing enterprises employing 10 i 499 employees have a
significantly low share of employment. Seventy-five percent of employment is
generated by enterprises with either less than 10 workers, (MOF 2004). Despite
the large number of SMEs in Egypt, their contribution to exports is very low and
does not reach 1% of GDP, amounting to less than 0.5% of exports (MOF 2005).
Small and medium enterprises (SMESs) in Egypt represent almost 90% of the
enterprises and provide the main bulk of private sector employment, however
their share in value-added is disproportional, as the share of manufacturing
SMEs in net private manufacturing value-added is only about 7.5% (CAMPAS
2001). This implies that there are some factors that prevent them to reach their
full potential (Nabil 2011)

It is well known the complexity and numbers of public policies, even some of
those intending to favor SMEs, tend to place small enterprises at a
disadvantage. These may include taxes and their administration, as well as
several other aspects of the legal and regulatory framework that
disproportionately increase the transaction cost for SMEs, thus hampering their
growth and/or providing strong incentives for them to stay small and/or informal.
For example, poorly calculated and planned tax incentives can lead to the
proliferation of units below the taxable size (MOF 2004), and this is a major

cause that 84 per cent of small and medium enterprises are informal (Nowar, 2012)



The missing middle syndrome has many disadvantages such as lack of
linkages between SMEs and large enterprises, lack of flexibility and
competitiveness of large enterprises, underdevelopment of core competences
of large enterprises, high import content of production, and high susceptibility
of the economy to economic downturns threatening to result in major job losses

and loss of productive capacity (MOF 2004).

1.4 Research Objectives

In order to achieve the purpose of this study, the researcher has worked to

explore the answer of the major question:
Which factors determine success of ICT small enterprises in Egypt?
The major question has two sub questions needs to be answered:

1 Which factors explain why success seems to be especially difficult in
Egypt?

1 Which factors explain why some ICT entrepreneurs manage to succeed
better than others- despite the general difficulties in Egypt?

The output expected from this research is a model (see Figure 1.1) that
contains the major factors impacting success in Egypt. Some factors if
available, they will impact success positively, while if not available they will
impact success negatively (ex; availability of finance will impact success
positively whereas lack of finance will impact success negatively). Other factors
when exist they will impact success negatively, while if not exist they will impact
success positively (ex; Difficulty of legal environment in Egypt when exist will

impact success negatively and vice versa).

Hence, a list of negative factors will answer the first sub question: "Which
factors explain why success seems to be especially difficult in Egypt?", while a
list of positive factors will answer the second sub question: "Which factors
explain why some ICT entrepreneurs manage to succeed better than others-
despite the general difficulties in Egypt?0(See Table 5.1)



The model that answer the major research question, besides the table that
answer the two sub questions, will help ICT entrepreneurs in Egypt to benefit
from this research as follows: entrepreneurs can work on acquiring and
exploiting the major positive factors pushing to success, at the same time,
entrepreneurs should be alert to avoid bad impact of negative factors on
success. On another hand, the research is helping entrepreneurs to
differentiate between two types of external factors; external factors that the
entrepreneur can influence, and external factors the entrepreneur cannot
influence. This is to motivate entrepreneurs to fight and innovate in the areas

they can influence.

Another model for intermediate factors impacting success was also made by
the researcher, to show the co factors that impact success (see Figure 5.2), this
is for additional care from entrepreneurs for intermediate factors impacting their

Success.

Factors map was designed to illustrate the whole picture of factors that were
examined in this research; the major, intermediate, slight and neutral factors

that impact success (Figure 5.3).

Lastly, to help better understanding for each factor, the researcher made deep
insight for each examined factor, through analysis for respondents' answers to

guestionnaire and interviewees' comments discussion. (see Table 4.6).

1.5 Importance of the Study

This study is considered unique as it studies many factors (27 factors) and their
impacts on success of ICT sector. Little researches had studied such large
number of factor, one of those that made empirical research on three sectors

of SMEs in Egypt but not totally focused on ICT sector in specific. So,

This study used qualitative and quantitative approaches, as researcher made
two stages of interviews (4 interviews in 15t stage and 10 interviews in 2" stage)

together with questionnaire that was distributed to 38 respondents of ICT small



companies' owners. In addition, data analysis used both qualitative and

guantitative techniques.

The research is trying to make an added value by finding wide answers to: what
exactly do small companies need to be able to succeed? What do most of them
lack?

Large numbers of literatures discussed the factors that are required for SMEs
success and offered some explanations. But most studies analyses only
individual or specific sets of factors that are affecting success. It is possible that
each of these factors plays a role; however, we need to know the most
significant factors., only a very few empirical studies have been covered ICT

sector in Egypt from this point of view, this study helps fill the gap.

1.6 Initial Propositions

Based on literature review and experts recommendations, the researcher
proposed factors to be explored, based on how common they are in literature

to affect ICT small enterprises.

Since the various literatures suggested so many factors for small companies'
success in general and ICT companies in specific, the researcher came up a
large number of factors. Rather than listing all of them, the researcher grouped
the factors into four main bundles, each bundle contains related factors: (1)
Entrepreneur, (2) Ecosystem, (3) Market and (4) Business Environment. Under

each Main bundle there are group of factors.

1. Entrepreneur:

Leadership Skills

Focus Strategy

Quialifications (Education, Industry experience and general work
Experience)

Interdisciplinary founding team



Business Skills (Recognize Opportunities, Risk Willingness and Making
Money Orientation)

Soft skills (Innovation, Ambition, Optimism, Flexibility and adaptability)
Ethics: (Humanity, Honesty and Commitment)

Networking and Social Skills

Luck

2. Ecosystem:

Availability of Incubators, Accelerators and Advisors
Availability of Financing Agencies (Angel or Venture Capital)
Non-Governmental Organizations Support

Avalilability of Business Partners
3. Market:

Egyptian Market Opportunity
Egyptian Market Risk
Customers availability

Demographic factors
4. Business Environment:

Government Support Program Efficiency
Governmental Regulations

Corruption

Military Service

Infrastructure

Political and Economic instability
Internet Services

Legal Form

Legal Environment

Availability of qualified employees



Entrepreneur
Leadership

v

A4

Focus strategy
Qualifications

A4

A4

Interdisciplinary founding team

Business skills
Soft skills
Ethics

Y

v

Networking and social skills
Luck

Yy

A4

Ecosystem
Incubators, Accelerators and Advisors

A4

Financing agencies

Non-Governmental Organizations support

Business partners

Market
Egyptian market opportunity

v

Egyptian market risk

Customers availability

A4

Demographic factors

Business Environment

-
-
-
-
.
-
.

Figure 1.1 Factors to be Explored its Impacts on Success

1.6.1 Factors Descriptions

Success: In this research, Success is described by; the longer the
entrepreneur can survive and prevent involuntary exit, the more successful he
is (C. Mirjam van Praag)



Leadership Skills: In this research, leadership Skills is described by
entrepreneur motivational attitude to motivate the employees to achieve the

company vision and strategic objectives and goals (Hart & Quinn 1993)

Focus Strategy: In this research, focus Strategy is described by entrepreneur
motivational attitude to achieve focusing on a few target markets who are

distinct groups with specialized needs (Porter 1980).

Entrepreneur Qualifications: In this research, entrepreneur qualifications are
described by the effect of education, general experience and industry

experience on all the business aspects (Nielsen et al. 2009).

Interdisciplinary of the founding team: In this research, interdisciplinary of
the founding team is described by the founding team diversity in experiences,

education, culture and even nationality (Nielsen et al. 2009).

Business Skills: In this research, Business Skills are described by
entrepreneur skills for recognizing opportunities and the entrepreneur's

willingness to take risk (Kumar et al. 2010) and their orientation to make money.

Soft Skills: In this research, entrepreneur Soft Skills are described by the
characters and capabilities of attitude and behavior instead of knowledge or
technical ability (John 2009), Innovation, ambition, optimism, flexibility and
adaptability (Kumar et al. 2010).

Ethical Behavior: In this research, ethical entrepreneur is committed to
achieve business success, without contradicting with personal ethics and
values (Bello 2012), his/her humanity and honesty are motives against

unethical business temptation.

Networking and Social Skills: In this research, networking and social skills of
entrepreneur: are described by the strong relationships with potential

customers, business partners and government bodies (Loewe et al. 2013)

Luck: In this research, entrepreneur's luck is described by the force that causes
things, especially good things, to happen to entrepreneur by chance and not as

a result of his own efforts or abilities (Cambridge Dictionary)

Availability of Incubators, Accelerators and Advisors: Availability of entities

that provide knowhow for the new business entrepreneurs, such incubators act



as business accelerators for the ICT startups, also they provide advisors and

consultants in various fields like legal and marketing advisors (ITIDA 2015).

Availability of Financing Agencies: In this research, financing agencies are
availability of Venture Capitals or Angel donors who have intentions to provide
fund for small and medium enterprises (Ramadani 2014).

Non-Governmental Organizations Support: In this research, Non-
Governmental Organizations Support is described by the efforts done by NGOs
aiming for social and economic change which eventually helps the private
business sector especially SMEs (Blackwood 2012).

Availability of Business Partners: In this research, business partners are
described by all partners that provide entrepreneur with important activities

necessary for his success (Loewe et al. 2013).

Egyptian Market Opportunity: In this research, Egyptian market
opportunity is described by the presence of business need in the market to
develop new products and services which are not fully supplied in the Egyptian
market (MCIT indicators 2015).

Egyptian Market Risk: In this research, Egyptian market risk is described by
the sum factors that make working in Egyptian market is risky (Seruma
2011).

Customers' availability: In this research, customers' availability is described
by the potential for the market current customers to purchase the
product/service to generate profit (MCIT indicators 2015).

Demographic Factors: In this research, demographic factors are described by
unemployment, poverty, high dependency ratio, and illiteracy rates (Abdul
Rahman 2011).

Government Support Program Efficiency: In this research, government
support program efficiency is described by the measure of how efficient the
government support programs to provide financial, technical and non-technical
support for ICT companies (ITIDA 2015).



Governmental Regulations: In this research, governmental regulations are
described by the governmental laws, rules and policies that affect the ICT

industry either directly or indirectly (Abdul Rahman 2011).

Corruption: In this research, corruption is described by the misuse or the
abuse of public office for private gain (WorldBank, 1997, UNDP, 1999)

Military Service: In this research, military service is described by the
compulsory service in Egypt for males, from 14 months to 36 months based on

the age and education level (United Nations High Commissioner 1997).

Infrastructure: In this research, Infrastructure is described by the basic
physical and organizational structures and facilities (e.g. power supplies,
buildings, roads,) needed for the operations of ICT enterprises

(Dictionary.reference.com)

Political and Economic instability: In this research, political and economic
instability is described by the tendency of a government to collapse (US
Department of the state 2012)

Internet Services: In this research, internet services are described by the
availability of different technologies internet which are efficient with reasonable

prices, required for ICT companies in Egypt, (MCIT indicators 2015)

Legal Form: In this research, legal form is described by how the business entity

is formed as per the local commercial law In Egypt (Loewe et al. 2013).

Legal Environment: In this research, legal environment is described by the
power of law enforcement represented in laws' entities, procedures and
environment that protect rights and provide justice for ICT small business in
Egypt (Loewe et al. 2013).

Availability of Qualified Employees: In this research, availability of qualified
employees is described by the ability to headhunt qualified and talented

employees (Tamkin 2005)



1.6.2 Research Limitations

In accordance with qualitative researches, this study is not representing the
total population of ICT Small Companies. Future researches with quantitative
approaches are needed to cover representative sample for all ICT small
companies in Egypt. In addition, the study sample concentrated mainly on IT

System Services enterprises and did not include communication enterprises.

The researcher did not classify sample for successful or non-successful
companies, he rather considered the current existence of the company and
operating in Egypt is enough to compose in the sample. In the future, separating
successful companies from non-successful will give the chance of

differentiating between both opinions about the most important factors.

The chosen 27 factors for examining in the research did not include all factors
found in literature review, the researcher selected factors depending on
combination between expert recommendations and common factors in
literatures. Future work is recommended to examine other factors that were not
examined; however, the most likely important factors are included in the 27

factors.

The researcher examined large number of factors, some of which are
subdivided to sub factors, so future work is needed to examine each individual
sub factors. Also it would be beneficial in future to study smaller numbers of

factors.

Relations between factors were not targeted during this research, future studies
are recommended to determine mediator factors, complimenting factors,

interdependent factors and substituting factors.
1.6.3 Research Questions
1.6.3.1 Major Research Questions

MajRQ1: Which factors determine success of ICT small enterprises in Egypt?

MajRQ2: Which factors explain why success seems to be especially difficult

in Egypt?



MajRQ3: Which factors explain why some ICT entrepreneurs manage to

succeed better than others- despite the general difficulties in Egypt?

1.6.3.2 Minor Research Questions:

MinRQ1: What is the effect of leadership skills of entrepreneurs on success of

ICT small companies in Egypt?

MinRQ2: What is the effect of applying focus strategy on success of ICT small
companies in Egypt?
MinRQ3: What is the effect of entrepreneur qualifications on success of ICT

small companies in Egypt?

MinRQ4: What is the effect of interdisciplinary founding team on success of ICT

small companies in Egypt?

MinRQ5: What is the effect of entrepreneur business skills on success of ICT

small companies in Egypt?

MinRQ6: What is the effect of entrepreneur soft skills on success of ICT small
companies in Egypt?

MinRQ7: What is the effect of entrepreneur ethics on success of ICT small
companies in Egypt?

MinRQ8: What is the effect of networking and social skills of entrepreneur on
success of ICT small companies in Egypt?

MinRQ9: What is the effect of luck of entrepreneur on success of ICT small
companies in Egypt?

MinRQ10: What is the effect of availability of incubators, accelerators, and

advisors on success of ICT small companies in Egypt?

MinRQ11: What is the effect of financial agencies availability on success of ICT

small companies in Egypt?

MinRQ12: What is the effect of Non-Governmental Organizations support on

success of ICT small companies in Egypt?



MinRQ13: What is the effect of business partners' availability on success of ICT

small companies in Egypt?

MinRQ14: What is the effect of Egyptian market opportunity on success of ICT
small companies in Egypt?

MinRQ15: What is the effect of Egyptian market risk on success of ICT small
companies in Egypt?
MinRQ16: What is the effect of customers' availability on success of ICT small
companies in Egypt?
MinRQ17: What is the effect of Egypt's demographic factors on success of ICT

small companies in Egypt?

MinRQ18: What is the effect of government support program efficiency on

success of ICT small companies in Egypt?

MinRQ19: What is the effect of government regulations on success of ICT small
companies in Egypt?

MinRQ20: What is the effect of corruption on success of ICT small companies
in Egypt?

MinRQ21: What is the effect of military service on success of ICT small
companies in Egypt?

MinRQ22: What is the effect of infrastructure on success of ICT small
companies in Egypt?

MinRQ23: What is the effect of political and economic instability on success of
ICT small companies in Egypt?

MinRQ24: What is the effect of Internet services on success of ICT small
companies in Egypt?

MinRQ25: What is the effect of legal form on success of ICT small companies
in Egypt?

MinRQ26: What is the effect of legal environment on success of ICT small

companies in Egypt?



MIinRQ27: What is the effect of availability of qualified employees on success

of ICT small companies in Egypt?

1.7 Research Structure Overview

The study consists of five chapters closely related and each chapter is
dependent on the previous one, so that finally we will be able to answer the

main research questions.

1.7.1 Chapter One Overview: Introduction

It includes: industry overview, purpose of the study, research problem, research
objectives, importance of the study, initial propositions and finally the structure
of the study.

Industry overview showed the positive impacts for ICT and internet business on
world economies by pushing economic growth and job creation, in addition,
quick look for ICT sector history in Egypt.

Purpose of the study concentrated on the motive of the researcher to explore
the difficulty that faces small enterprises in Egypt, which leads them to failure
and involuntary exit from market, or struggling just to survive without achieving
reasonable profit to cover the owners' life expenses. In addition, the researcher
was curious to know why few startups could succeed and grow in the same
environment.

In the research problem part, it was stressed on the huge gap between numbers
of small enterprises compared to medium sized enterprises, which shows the
inability for smaller firms to become a medium firm. This "Missing Middle"
phenomena has negative impacts on Egyptian economy, since the medium
sized typically offer higher quality products, better-paid, more secure jobs for
better-t r ai ned people who also receive
average wage tends to correlate positively with its share of medium-sized

enterprises.
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The research objectives are definitely ambitious, the researcher wanted not
only to know: Which factors determine success of ICT small enterprises in
Egypt? But in addition, he wanted to know: Which factors explain why
success seems to be especially difficult in Egypt? And: Which factors explain
why some ICT entrepreneurs manage to succeed better than others- despite
the general difficulties in Egypt?

Importance of the study is originating from its uniqueness in studying many
factors (27 factors) focused on ICT sector in Egypt, most studies analyses only
individual or specific sets of factors that are affecting success, only very few
empirical studies have been covered ICT sector in Egypt from this point of view.
In addition, researcher used qualitative and quantitative approaches; he made
total 14 interviews together with questionnaire that was answered by 38
respondents.

In initial propositions, the researcher grouped the factors into four main bundles
containing the propositions that are related to: (1) Entrepreneur, (2) Ecosystem,
(3) Market and (4) Business Environment. Under each Main bundle there are a
group of factors. A specific description was made for each variable in the study,
and the research limitations were discussed. Mapping for minor questions in

link to propositions and variables, were made at the end of the chapter

1.7.2 Chapter Two Overview: Literature Review

Chapter two includes worldwide ICT introduction, ICT Companies in Egypt,
previous empirical studies related to ICT sector in Egypt, companies success
definitions, Factors impacting ICT companies success; Entrepreneur factors,
Ecosystem factors, Market factors and Business environment factors.
Statistical review for Egyptian ICT and lastly Literature review summary.

ICT sector introduction pointed to the rapid developed for ICT worldwide in the
recent years in the fields of: Hardware; Software; Internet; Support Service;
and, Telephony. It stressed on how ICT companies are catalyst to economy
growth and development, and how this reflects on direct and indirect profits.

The introduction detailed on some added values for ICT.



ICT Companies in Egypt part passed through the ICT revenues outcome and
investments installed in ICT sector, with general look for geographic distribution
and types of ICT companies; Communications, Information Technology or IT
Systems Services.

Review for some previous empirical studies on ICT sector in Egypt was
summarized, followed by defining the companies' success.

In the next step, detailed reviewing for factors impacting success of ICT
companies starting from entrepreneur factor, followed by ecosystem factors,
passing through Market factors, and ended by Business environment factor.
Statistical review for Egyptian ICT was the next step, and lastly, summary for

literature review was illustrated.

1.7.3 Chapter Three Overview: Research Propositions and

Methodology

In additions to the propositions that were mentioned in chapter one; chapter
three explained the methodology mechanism, it includes;, research type,
methodology tools, research time schedule, design of data collection, sampling

and data analysis methods.

The research type is mainly: exploratory, inductive, applied and qualitative
research; however some simple quantitative techniques were used. The
researcher moderately interfered in research; he played the role of leading
guestions in the 1st and 2nd stages interviews. The research was done within
10 weeks period (From 15t of March till 10" of May 2015).

Methodology tools are: 1) 15t stage of in depth interviews with 4 individuals
related to ICT small business {2 experts and 2 entrepreneur}, to explore
whether there are special factors with high expected impact within Egypt ICT
specific environment, to be reviewed once more in literature, 2) 2" stage of in
depth interviews with two groups: {5 Experts and five ICT Entrepreneurs}, to
explore the most important factors from their perspectives that affect ICT small
companies success and 3) A mixed qualitative and quantitative questionnaire

was distributed for ICT Entrepreneurs and Experts with 38 responses received,



to specify the degree of effect of each factor on success either positively or

negatively.

Design and data collection will be detailed within the chapter. Sampling is
different according to each one of three tools that were used to collect data for
this research.

1.7.4 Chapter Four Overview: Data Analysis and Findings

In general, researcher followed four major steps in research data analysis, they

are summarized as follows:

Step 1: Identifying Factors to be examined (Qualitative Analysis for 15t Stage

Interviews)

Step 2: ldentifying important Factors impacting Success (Qualitative Analysis
for open question about the critical factors impacting success, answered by 2"

stage interviewees and questionnaire's respondents)

Step 3: Determining Positive, Negative, Slight and Neutral factors (Quantitative

Analysis for closed questions of 27 factors)

Step 4: Formulating Better understanding for Each Factor (Respondents'

Comments and Discussion)
Each step has several procedures that were followed to reach to the results.

Final findings were according to the sum of triangulation analysis of all
mentioned steps, according to Result 2, Result 3A and Result 3B, it can be

noted that they are greatly identical. Thus, the results are confirming each other.

1.7.5 Chapter Five Overview: Conclusions and

Recommendations

Chapter 5 contains findings and conclusions to: Major factors, Intermediate
factors, Slight factor and Neutral factors. In addition to eight recommendations
that needs working together from: Government, entrepreneurs, community and

home.

The major findings showed that the major factors can be classified to:
Entrepreneurial Factors (Factors related to the entrepreneur himself): 1)



Business skills (Recognize Opportunities, Risk Willingness and Making Money
Orientation), 2) Soft skills (Innovation, Ambition, Optimism, Flexibility and
adaptability), 3) Ethical behavior (Humanity, Honesty and Commitment) and 4)
Networking and Social skills. External Factors Entrepreneur can influence: 5)
Access to Finance, 6) Catching Qualified Employees and 7) Minimize Market
Risk. External Factors Entrepreneur cannot influence: 8) Political and

Economic Stability, 9) Legal environment and 10) Internet services

The intermediate findings showed that the intermediate factors can be classified
to: Entrepreneurial Factors (Factors related to the entrepreneur himself): 1)
gualifications (Education, Industry experience and general work experience), 2)
Leadership skills (Building team spirit and harmony), 3) Applying Focus
strategy. External Factors Entrepreneur can influence: 4) Exploit Market
opportunity. External Factors Entrepreneur cannot influence: 5) Governmental

regulations, 6) Infrastructure.

The slight findings showed that the slight factors are: 1) Interdisciplinary
founding team, 2) Availability of incubators, accelerators, and advisors, 3) Non-
Governmental organizations support.4) Availability of Business partners. 5)
Customers availability, 6) Demographic factors, 7) Government support

program efficiency and 8) Corruption.

The neutral findings showed that the neutral factors are: 1) Legal form, 2)

Military service and 3) Luck
Conclusion about each factor is detailed in chapter five.

There are 8 recommendations detailed in chapter five: 1) Building
entrepreneurs, 2) Developing Human Resources capital, 3.) Market Research
and strategies, 4) Enterprises networking and partnerships, 5) Building mature
ecosystem, 6) Improving infrastructure and internet services, 7) Updating legal

and litigation system and 8) Provide political and economic stability.



2 Chapter Two: Literature Review

2.1 Introduction

Companies work hard to achieve success and maintain sustainability, however
success differ from company to another and from industry to another, in this
chapter the researcher will highlight on ICT industry and the factors affect

companies' success in such industry in Egypt.

The information and communication technology (ICT) sector plays a crucial role
in fulfilling the needs of developing countries, it play a significant role in

improving the economy for those developing countries (Kramer et al. 2007).

2.2 Information and Communication Technology (ICT)

Companies

The information and communication technology (ICT) sector has developed
rapidly in the recent years, it includes Hardware; Software; Internet; Support
Service; and, Telephony (Kramer et al. 2007), ICT companies are catalyst to
economy growth and development, The part of ICT in nationwide expansion
cannot be denied, The United Nations Development Programme (UNDP)
defines ICT as a influential enabler of growth due to its part in the society and

domestic development (Fadun 2013).

the economic profits of ICT can be direct and/or indirect, it can be direct by the
increases of employment vacancies and demand or it can be indirect by social
returns, nevertheless, operational ICT sector delivers essential information
need for the national and international economy improvement in terms of:
industry; commerce; agriculture; and, services (Fadun 2013), the information
and communication technology (ICT) sector plays a crucial role in fulfilling the

needs of developing countries, it play a significant role in improving the



economy for those developing countries , the main role of the ICT companies

in serving the economics are :

1 Reduce the cost of any transaction

1 Provide immediate connectivity

1 Reduce the need for physical travel

1 Provide a mean for new goods and services

1 Increase the market range by reaching further markets (Kramer et al.
2007).

In the report published by United Nations Conference on Trade and

Devel opment (UNCTAD) in 2008 tilted nMeas¢.
busi ness: the case of manufacturing in Th
development of new firms is a foundation of economic growth and employment

and that new companies also participate expressively to the diffusion of e-

business applications in Europe (UNCTAD 2008).

Before the ICT era, the economics faced a lot of barriers to growth and realizing
the full potential, thanks to ICT industry help the following barriers were

overcame:

Geographic Isolation

Lack of competition and high prices for consumers
Lack of information and low price for producers
Legal exclusion

Political voice

=4 =4 4 A4 A -

Social capital (Kramer et al. 2007).

2.3 ICT Companies in Egypt

Egypt has a diverse economy where the tourism, agriculture, industry and
service sectors participate in nearly equal shares to national production,
Therefore, the economy is emerging at an growing rate, founded on a business-
friendly environment that appeals investments due to appropriate legislation,

suitable policy, inner stability, as well as trade and market liberalization.,



nevertheless, Egypt keeps a good infrastructure related to transportation,
communication, energy sources, manpower, modern industrial communities,
the banking system and the stock market (UNCTAD 2011), Figure 2.1: Egyptian
ICT companies revenue (MCIT indicators), Figure 2.2: Egyptian ICT GDP at

Current Prices in Billions (MCIT indicators).
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The geographic distribution of ICT houses in Egypt shows a significant
concentration in North Sinai, South Sinai , Aswan and the red sea, while in
upper Egypt there was only 1 or 2 IT houses in cities like Qena and Assuit ,
Figure 2.3: Geographic Distribution of IT Houses in Egypt (MCIT indicators
2015).
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Figure 2.3: Geographic Distribution of IT Houses in Egypt (MCIT
Indicators 2015).
ICT companies in Egypt can be categorized into: Information Technology

Companies; Communications Companies; and, IT Systems services
Companies from January 2014 till January 2015 there was no significant
change in percentage of ICT companies in Egypt, Information Technology
Companies are 77.07 %; Communications Companies are 7.19 %; and, IT
Systems services Companies 15.74%, Figure 2.4: ICT companies in Egypt (ICT
Indicators 2015).
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Figure 2.4: ICT Companies Distribution in Egypt (ICT Indicators 2015)

Different ICT activities has differentc api t al which didnot

from January 2014 to January 2015, for instance , Information Technology
Companies had a capital of 18.33 ; Communications Companies had a capital

of 77.88 ; and, IT Systems services Companies 3.79.

2.4 Previous Empirical Studies Related to Egyptian
ICT

In early 2012, a study was published studying 102 small and medium size
enterprises (SMEs), 15 companies of these enterprises were ICT companies,
the study illustrated there are five main results: there is a big challenge that face
SMEs, not only a challenge to grow from medium to large size, but even to
sustain their existence; the entrep
al. 2009), motivation and risk attitude, fund availability; the business
environment affect the SMEs in Egypt in terms of licensing, taxation,
inspections and competition control, such points are enforced by weak and
inefficient law enforcement; the excessive unwillingness of Egyptian
entrepreneurs to co-operate with each other because of the lack of awareness
for the benefits of horizontal business linkages and partnership; and, last but
not least, the owners qualification as well as the employees qualification in

terms of education and e Egyptianigeveranerd
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should pay close attention to the education and vocation training system as well

as developing such systems in addition to law enforcement (Loewe et al. 2013).

In 2013, a study published by Victoria University illustrated that the HR
practices and the top management relationship with the rest of the employees
affects the employees commitment which eventually impact the business
success in the ICT sector in Egypt, the most significant factors resulted from
the research are: Assurance of the HR functional area; direct managers

response towards HR practices; and, the Leadership behavior (Khalil 2013).

In most of developing countries there is no domestic highZechnology industries
and sectors, Notwithstanding, the severe increase in need of innovative policies
andlaws to support such sector, thato
economic growth which should be based on cooperation between the 3 main
related players: Business Companies, government, and economic institutions,
for Egyptian business market, a high demand for new and out of the box
development strategies that are custom-made specifically to the country (Brach
2010).

2.5 Companies Success

Success by definition is: the fact of getting or achieving wealth, respect, or
fame; the correct or desired result of an attempt; and, someone or something

that is successful: a person or thing that succeeds (Merriam Webster 2015).

Before 1980s, business success was defined as pure financial measures;
during the period from 1980s to 1990s empirical studies emphasized the
shortages of those performance measurement systems in modern business
(Martinez 2005).

Business success can be measured by many factors for instant it can be
measured by the Revenue, Market Share, Profit, Growth, productivity, debt
ratios and stock prices, overall Success can be classified into financial and non-
financial success, so it mainly depend on the perspective on the business

owners and how they see success which might differ or match with the

S
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employees perspective for success (Koellinger 2006), business success can

be defined as the financial business success (Hurst et al. 2013).

Business success was conventionally a subject that managers and business
owners of large companies paid a good attention to, since it gives dynamic
information about the state of the company, development and future outlook,
even though for large companies it is predictable to adapt some Business
Performance Measurement Systems(PMS), which are typically maintained by
Information Technology like Data Mining or Data Warehouse, on the other
hand, Smal | and Medi um Si zed companies t

attention to such performance measure systems (Kaufmann and Olaru 2012).

To overcome the deficiencies of the financial perspective of business success

researchers developed new balanced measurement systems containing

financial and nonfinancial measures to illustrate multidimensional perspectives

of business success. The balanced scorecard developed by Kaplan and Norton

in 1992 and the Prism developed by Neely et al in 2002 and the performance

pyramid developed by Lynch and Cross in 1991 are the most popular
frameworks to evaluate business performanc
use performance measurement systems to measure their business success

(Martinez 2005).

Every business processes ultimately rotate around the goal of contributing to
the success of the firm in one way or another, although, the business success
describes the positive effective complete turnout of a firm’s activities, the term
Business Performance in itself is a unbiased expressive concept for the
effectiveness and the efficiency of the company’s actions from overall aspects,
Business success can be characterized with features, for instance it can be
described as poor or good success based on the outlooks of the employee
analyzing the data driven form the top management and business owner
perspectives and their own definition for business success, Business success
is a result for the business strategy implemented by management and is
affected by the business processes, Figure 2.5: Business Performance in the

Business architecture (Kaufmann and Olaru 2012).
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Figure 2.5: Business Performance in the Business Architecture
(Kaufmann and Olaru 2012).
Merriam-Webster defines it as "the fact of getting or achieving wealth, respect,

or fame,” (Businessinsider.com article). Billionaire Richard Branson believes
success is about engagement. Though Sir Richard Branson is worth some $5
billion, the Virgin founder equates success with being fully immersed in your
work."My definition of success?" he asked himself on Virgin's blog. "The more
you're actively and practically engaged, the more successful you will feel.”

(Businessdictionary.com) has some success definitions, one of those is
"Achievement of an action within a specified period of time or within a specified
parameter”. Success can also mean "completing an objective or reaching a
goal". Success can be expanded to encompass an entire project or be restricted
to a single component of a project or task. It can be achieved within the

workplace, or in an individual's personal life.

One simple definition however it has deep meanings is that was introduced by
(C. Mirjam van Praag) "The longer one can survive and prevent involuntary exit,
the more successful one is". Success in self-employment has no unique
definition or measure. It has been measured in empirical (business)
economics,4 psychology, and sociology. Performance measures have been

defined in terms of observed self-employment earnings (see for instance


http://www.merriam-webster.com/dictionary/success
http://www.forbes.com/profile/richard-branson/
http://www.forbes.com/profile/richard-branson/
http://www.virgin.com/richard-branson/my-definition-of-success
http://www.businessdictionary.com/definition/action.html
http://www.businessdictionary.com/definition/period.html
http://www.businessdictionary.com/definition/parameter.html
http://www.businessdictionary.com/definition/objective.html
http://www.businessdictionary.com/definition/goal.html
http://www.businessdictionary.com/definition/project.html
http://www.businessdictionary.com/definition/restricted.html
http://www.businessdictionary.com/definition/component.html
http://www.businessdictionary.com/definition/task.html
http://www.businessdictionary.com/definition/workplace.html
http://www.businessdictionary.com/definition/individual.html

Schiller and Crewson, 1997),5 as firm size, as firm growth, and moreover as
the probability that one has remained self-employed for a certain while (see
Bates, 1990; Cooper et al., 1994; Schiller and Crewson, 1997; and Bruderl et
al., 1998). Acceptance for the (growth in the) number of employees as a
measure of business success was only recently developed (Cooper et al., 1994;
Van Praag, 1996; Van Praag and Cramer, 2001; Sapienza and Grimm, 1997;
Bruderl et al., 1998). The same goes for subjective empirical measures of
individual business success (Luk, 1996; Sapienza and Grimm, 1997). Bruderl
et al. (1992) and Pennings et al. (1998) define success as duration in business

The researcher has adopted the last definition that is summarized in ability to

survive and prevent involuntary exit.

2.6 Factors Impacting ICT Companies Success

There are many factors that contribute in
are too many to cover in one fotusanithe t hat 0s
main factors that affect the ICT companies in Egypt, and those factors can be
classified under four main groups as following: Entrepreneurial Factors,

Ecosystem Factors, Market Factors and Business Environmental Factors.

2.6.1 Entrepreneurial Factors

The entrepreneur play a crucial role for the ICT company success because the
skills of the founder or even the cofounders of the company is important for
sustainability with good business performance, those skills are extrinsic and
intrinsic, the extrinsic factors are: Age, School and Education, Family
Background, Experiences, Single / multiple founders, and Domain Knowledge,
while on the other hand the intrinsic factors are: Passion, Intelligence Quotient,
Intellectual Honesty, Risk Tolerance, Purpose, Ability to attract talent,
Authenticity, Leadership, Self-awareness, optimism, and Humility (Gursel
2013), among the Entrepreneurial factors that the researcher will focus on are
Leadership; Focus Strategy; Qualifications like Education and Industry work
Experience; Interdisciplinary founding team; Business Skills like Recognize

Opportunities, Risk Willingness and Making Money Orientation; Soft skills like



Innovation, Ambition, Optimism, Flexibility and adaptability; Ethics like

Humanity, Honesty and Commitment Networking and Social Skills; and, Luck.

2.6.1.1 Leadership Skills

Leadership theories evolved from the begging of 20", those theories were
established in 1900, which are identified
leadership is a characteristic ability that is to say the leaders are born, however,

in 1930 the AGroup theoryo was suggested w
appears and develops in small groups, that is to say, leaders are developed not

born, on the other hand, hddduwingth@fores it t heor vy
states that there are general traits shared among all leaders, while in the fifties

t he fiBehavior theoryo was developed it hig
result in leadership (Karamat 2013) (Khalil 2013).

CEOs play four roles to achieve desired organizational performance and
business success, the four crucial roles are setting the organization vision, that
motivate the employees, they analyze the company status, and taskmaster,

each role contains sub duties as following:

1 The vision setter explains and formulates the company elementary
purpose and future direction with close attention to the developing social,
economic, and technological trends.

1 The motivator role is based on the leader motivational attitude to
motivate the employees to achieve the company vision and strategic
objectives and goals.

1 The analyzer concentrates on the management systems and the
operation of the company.

1 The taskmaster pay close attention to the business success and the
company performance in general, particularly to the crucial decisions
and resources allocation to grantee business success (Hart & Quinn
1993)

Leaders in business have different types, they can be:

i Strong autocratic leaders: this is the type of leaders who develop the

company vision, goals and objectives without paying attention to the rest



of the employees, they consider the rest of the employees as just
followers.

1 Consultative leaders: these types of leaders pay close attention to the
rest of the employees and their opinion toward the plans and the overall
business objectives.

1 Democratic leaders: these types of leaders not only consult the
employees but also they use democracy before making business
decision.

1 Charismatic leaders: This type uses his charisma to influence the rest of
the employees.

1 Laissez-faire leaders: these leaders allow the rest of the employees to
make decisions and act freely to achieve business success (Karamat
2013).

The researcher concentrated in the research on one main role for leader which

is motivating team by creating team spirit and harmonization.

2.6.1.2 Focus Strategy

Focus strategy is definitely appropriate for small companies especially for those

wanting to avoid competition with big ones (Porter 1980).

Porter added that; in adopting a narrow focus, the company ideally focuses on
a few target markets who are distinct groups with specialized needs. The choice
of offering low prices or differentiated products/services should depend on the
customers' needs and the resources and capabilities of the firm. It is hoped that
by focusing marketing efforts on one or two narrow market segments and
tailoring your marketing mix to these specialized markets, company can better
meet the needs of that target market.
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Figure 2.6 A Diagram of Michail Porter's Three Generic Strategies Based
on an Image from Porter M. E., Competitive Strategy: Techniques for
Analyzing Industries and Competitors, 1980
Smaller companies that have little employees may have potential to apply

focused strategy to reach success, in contrast to large companies that tend to
widen their products or services to spread more in the market (Siegel and
MacMillan 1993).

2.6.1.3 Qualifications

The qualifications of the top management plays a significant role in the
company performance regardless of the leadership style they use, their
education and general experiences is crucial for effective decisions that affect
all the business aspects, nevertheless, the industry experiences allow the
manager to develop better strategies and understand the specific
environmental factors for such industry. Executives, who have accumulated
knowledge and business experiences, are better able to cope with different
business uncertainty (Nielsen et al. 2009).

There is significant positive indication linking educational accomplishment to
organizational performance, for instance, the greatest productive companies
have a habit of having highly educated employees than the smallest productive

companies (Tamkin 2005).



2.6.1.4 Interdisciplinary of the founding team

The founding team diversity in experiences, education, culture and even
nationality is important for business success, for instance cross-cultural
literature proposes that national origin influences values as well as perceptions,
these Cross-cul t ur al qgualities, I mpraexdamplemanager 0
cultural values significantly affect managers frankness toward alteration in the

organizational status quo (Nielsen et al. 2009).

2.6.1.5 Business Skills

There are many business skills for the company managers that affect the
overall business performance and success, the researcher focus on the skills
for recognizing opportunities anKumarhe mana
et al. 2010) and their orientation to make money. Many previous empirical
research projects intensely showed a connection between business skills and
business product i Egyptiaym government shaild pah ¢gloset h e
attention to the education and vocation training system as well as developing

such systems (Loewe et al. 2013). A significant impact of skills on productivity
which eventually affect the business success, there is a strong linking between
higher skills and higher productivity, many of the previous empirical studies
showed that the higher average levels of labor productivity were carefully
connected to the superior skills and knowledge of their employees including top

management and their business skills (Tamkin 2005).

2.6.1.6 Soft skills

Soft skills are fundamentally people's skills or personality precise skills, they
are non-technical, intangible skills, such skills governs the leader own strength,
such soft skills decides whether this leader is a good listener, negotiator or even
conflict mediator, Soft skills are the characters and capabilities of attitude and
behavior instead of knowledge or technical ability (John 2009), the leader
ability to innovate and encourage innovation help the company to overcome
business challenges effectively, while ambition and optimism formulates the
company future goals and how to achieve them, soft skills is one of the factors
that differentiate between leaders and managers such skills include the ability

to take initiative, self-confidence, flexibility ,perseverance, resourcefulness,



adaptability, independence, persuasiveness, tolerance for uncertainty and
(Kumar et al. 2010).

2.6.1.7 Ethics

The ethical leader can established the example for the rest of the employees
and resist any temptations that take place in business, the significance of good
charisma and the right values, and the ethical leadership is far more complex,
the ethical leader is the employer who possess the right values and the strong
character, that set examples for the rest of employees and fight unethical
business temptation, their humanity and honesty is crucial for the fight against
unethical business temptation, while the Ethical leaders are committed to
achieve business success, goals and objectives without contradicting with

personal ethics and values (Bello 2012).

2.6.1.8 Networking and Social Skills

Successful busi ness S based on relati ons
networking and social skills are essential for potential business deals and
partnershipno company provide everything, thatos
relationship with potential customers, decision makers, business partners and
government bodies, however, the excessive unwillingness of Egyptian
entrepreneurs to work with each other which lead to losing the great benefits
from the rewards of vertical or horizontal business partnership (Loewe et al.

2013).

2.6.1.9 Luck

Luck is a factor that is important for the company success because
management decision needs matching environmental factors to grantee
business success, here, luck plays a crucial role for better and successful
operation, it is not a rational scientific factor but should not be neglected too,
and based on previous studies |, the beginner

business success (Fuchs 2013).



2.6.2 Ecosystem Factors

Business networking has been for hundreds of years, It begun as a lightly linked
network of many organizations and companies, while, in the second half of the
20th century, many business challenges have evolved due to the enlargement
of social, economic, political, and technological systems, at this level the idea
of the business ecosystem was presented by James F. Moore in 1993 with a
definition as an economic community reinforced by a base of networking
organizations and individuals, this economic organizations produces goods and
services of importance to customers, who are themselves associates of the
ecosystem, nevertheless, the member organizations also contain suppliers,
lead producers, competitors, and other stakeholders as time goes by, from the
second half of the 20" century to present, Business ecosystems are analogous
with biological ecosystems (Karhiniemi 2009), the researcher will focus on
Incubators, Accelerators and Advisors; Financing Agencies: Angel or Venture

Capital; Non-Governmental Organizations Support; and, Business Partners.

2.6.2.1 Incubators, Accelerators and Advisors

One of the factors that affect business success specially for SMEs and startups
is the presence of startup incubators who provide knowhow for the new
business entrepreneurs, such incubators act as business accelerators for the
ICT startups also they provide advisors and consultants in varies fields like legal
and marketing advisors, one of the biggest entities is located in Smart Village,
in the capital of Egypt , the Information Technology Industry Development
Agency( ITIDA ), it was established in 2004 as an IT arm of the Ministry Of
Communications and Information Technology (MCIT) to lead the method of
developing the Egyptian IT industry, ITIDA aims to build momentum in the IT
industry, by supporting the ICT industry with the precise tools (ITIDA 2015).

2.6.2.2 Financing Agencies: Angel or Venture Capital

the financing institutes plays the main role for funding business companies,
simply because the, business ideas without the proper finance will not be
implemented, the Venture capital (VC) symbolizes the financial funds, typically

in equity form as well as know-how knowledge and experiences, such VCs



collect investment from individuals and institutions and provide fund for small
and medium enterprises, most of the time, venture capital are involved with
high risk new companies and new technologies which is usually related to ICT

sector (Ramadani 2014).

2.6.2.3 Non-Governmental Organizations Support

It is the efforts done by NGOs aiming for social and economic change which

eventually helps the private business sector, after the revolution, many social

and economic initiatives took place aiming for social and economic change,
neverthel ess, the mainstream of these 1 nitt
they were created by people who didnot p C
experiences, market understanding and funding, thus such initiatives failed to

become viable business models, There is a weak connection between many

social enterprise and business sector which eventually led to lack of support

from Non-Governmental Organization (NGO) to business sector (Blackwood

2012).

2.6.2.4 Business Partners

Business partners are essential for business success, in the end of the day, no
company provide everything, t hat 6s why f or
value chains and clusters help ICT companies in business success, however,
the excessive unwillingness of Egyptian entrepreneurs to work with each other
which lead to losing the great benefits from the rewards of vertical or horizontal

business partnership (Loewe et al. 2013).

2.6.3 Market Factors

The researcher will focus on the Egyptian market opportunities for ICT
companies with respect to the Market Risk and Customer Availability; this is

studied in regards to the Demographic Factors.

2.6.3.1 Egyptian Market Opportunity

It is the presence of business need in the market to develop new products and
services which are not fully supplied in the Egyptian market, there are

numerous and diverse business opportunities in Egyptian Market, based on the



Ministry of Communication and Information Technology 2015, ICT Indicators in
Brief there are 95.25 million mobile subscriptions which represents a high
potential for ICT sector, Figure 2.6: Egyptian Mobile Subscription (MCIT
indicators 2015).
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Figure 2.7: Egyptian Mobile Subscription (MCIT Indicators 2015).
Nevertheless, there is a numerous opportunities in digital data market too, for

instance, in 2015, the internet usage reached 49.27million lines with
international internet bandwidth 471.34 Gbps, Figure 2.7: Egyptian digital data
Subscription (MCIT indicators 2015).
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Figure 2.8: Egyptian Digital Data Subscription (MCIT Indicators 2015).
Such huge numbers represent high potential for business opportunities in the
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ICT sector.

2.6.3.2 Egyptian Market Risk

The current political turmoil in North Africa and the Arab world has emphasized
anxiety over emerging market political risk which eventually increased the worry
among investors wondering if the unstable political and economic status quo
affects the potential investment opportunities, however, significant
opportunities still occur for investmentsin Egypt, b ut w ey tltakthedisk
exist and it include probable loss of fund, because such fund depends on the
economy and the financial prospects of specific African companies (Seruma
2011).



2.6.3.3 Customers availability

It is the potential for the market (Current Customers) to purchase the
product/service to generate profit, based on the Ministry of Communication and
Information Technology 2015, ICT Indicators in Brief there are 95.25 million
mobile subscriptions which represents a high potential for ICT sector, also,
there is a numerous opportunities in digital data market too, for instance, in
2015, the internet usage reached 49.27million lines with international internet
bandwidth 471.34 Gbps, Figure 2.8: Egyptian digital data Subscription (MCIT
indicators 2015).
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Figure 2.9: Egyptian Digital Data Subscription (MCIT Indicators 2015).
2.6.3.4  Demographic Factors

Socio demographic features in Egypt symbolize threats and challenges as it
form delaying factors for i mplementation ol
ICT penetration rates and nature of usage, such demographic factors are : high

population; Unemployment; poverty, high dependency ratio; income level and
illiteracy (Abdul Rahman 2011).

2.6.4 Business Environment Factors

Business environmental factors are very important for business success
because the business candt survive without

environment, thatdos why the researcher i s



environmental factors affecting companies success , those factors vary from
Government Support Program Efficiency; Governmental Regulations;
Corruption; Military Service; Infrastructure; Political and Economic instability;
Internet Services; Legal Form; Legal Environment; and Catching qualified
employees, the business environment affect the business in Egypt in terms of
licensing, taxation, inspections and competition control, such points are

resulted from weak and inefficient law enforcement (Loewe et al. 2013).

2.6.4.1 Government Support Program Efficiency

This is the measure of how efficient the government support program provide
financial, technical and non-technical support for ICT companies, there are
many government support program for different industries in Egypt, one of the
biggest entities is located in Smart Village, in capital of Egypt , the Information
Technology Industry Development Agency( ITIDA), it was established in 2004
as an IT arm of the Ministry Of Communications and Information Technology
(MCIT) to lead the method of developing the Egyptian IT industry, ITIDA aims
to build momentum in the IT industry, by supporting the ICT industry with the
precise tools to increase exports, nevertheless, It similarly the branding of Local
ICT companies (ITIDA 2015).

2.6.4.2 Governmental Regulations

These are the governmental laws, rules and policies that affect the ICT industry
either directly or indirectly, there are Government regulations that act as
barriers to the success of Egyptian ICT companies for example there is no
sufficient regulations for E-commerce which is delaying its improvement (Abdul
Rahman 2011).

2.6.4.3 Corruption

Corruption, containing bribery, increases the costs and risks of doing business,
nevertheless, corruption has a corrosive influence on market opportunities and
It similarly discourages international business, suppresses economic growth
and development, twists prices, and weakens the rule of law, Table 2.1: TI

corruption Index (US Department of the state 2012).



Table 2.1: Tl Corruption Index (US Department of the State 2012).

Measure Year Index/Ranking

T1 Corruption Index 2011 | 2.9(112/182)

(Philippine Institute for Development Studies 2006) defined Corruption as the
misuse or the abuse of public office for private gain (World Bank, 1997, UNDP,
1999). It can come in various forms and a wide array of illicit behavior, such as
bribery, extortion, fraud, nepotism, graft, speed money, pilferage, theft,
embezzlement, falsification of records, kickbacks, influence peddling, and
campaign contributions (Klitgaard)5 . While corruption is commonly attributed
to the public sector, it also exists in other aspects of governance, such as
political parties, private business sector, and NGO (USAID, Anticorruption
Strategy, 2005).

2.6.4.4 Military Service

Military service is compulsory in Egypt for males, the duration of the military
service varies from 14 months to 36 months based on the age and education
level, such services has a significant impact on the labor market because it
affect their experiences and the average age for the labor market in general

particularly ICT sector (United Nations High Commissioner 1997).

2.6.4.5 Infrastructure

Infrastructure states the essential facilities and systems serving a country,
including the services and facilities necessary for its economy to function like
power generation and transportation (Sullivan et al. 2003), Over the last five
decades, infrastructure in Egypt has practiced an extraordinary improvement,
this has certainly reinforced the moderately strong economic growth
performance of the country before 2011 revolution, also it added to the
development in social and economic welfare of the Egyptian citizens,
Notwithstanding, in the last years there has been a drop in particular areas of
infrastructure, mainly power generation and transportation accompanied with

low level of infrastructure investment (Loayza et al. 2010).



2.6.4.6 Political and Economic instability

Political instability is the tendency of a government to collapse (Alesina et al.
1992), In January and February 2011, Egypt observed countrywide protests
and clashes among activists and police, which finally brought an end to the
Mubarak regime, subsequently, there have been irregular marches and
protests that irregularly degenerate into violence, however, police have
gradually returned to the streets, aiming to retrieve security and political stability
(US Department of the state 2012), such instability affect the business market

and the overall business success.

2.6.4.7 Internet Services

The presence of internet access using different technologies like Dial-Up, LAN,
Broadband and wireless Broadband, in 2015, the internet usage reached
49.27million lines with international internet bandwidth 471.34 Gbps, there is
3.08 million ADSL subscription and 22.4 million mobile internet users last but
not least, there is 4.09 million USB modem Subscription (MCIT indicators
2015).

2.6.4.8 Legal Form

Is how the business entity is formed as per the local commercial law, in Egypt,
there are many legal forms for companies like; Limited Liability Company;
general partnership; Limited partnership, the legal form for the business firms
specially the startups and SMEs is suitability challenges for those companies
in terms of licensing, taxation, inspections and competition control (Loewe et al.
2013), notwithstanding, the severe increase in need of innovative policies and
laws to support ICT sector (Brach 2010).

2.6.4.9 Legal Environment

The presences of Law and order for the business sector and the level of law
enforcement, The main problem with legal environment in Egypt business
sector is not related to the lack of legal rules rather than the weak and delayed
| aw enfor cement , Egyptiara goGesnment hslyouldt gaye close
attention to law enforcement effectively (Loewe et al. 2013).



2.6.4.10 Catching qualified employees

Business doesné6t survive without skilled 1| :
higher skills and higher productivity, many of the previous empirical studies

showed that the higher average levels of labor productivity were carefully

connected to the superior skills and knowledge of their employees including top

management and their businessskil s ( Tamkin 2005), thatoés

headhunt qualified and talented employees is mandatory for business success.

2.7 Statistical Review of Egyptian ICT

In 1999, The Ministry of Communication and Information Technology (MCIT)
was established, leading eventually to the inclusion of Egypt into a more

informational society (Khalil 2013)

In 2000, Egypt has made main improvements such as containing ICT
supportive legal environment and operative regulation for the ICT sector (Khalil
2013).

In 2011 , UNITED NAT IONS CONFERENCE ON TRADE AND
DEVELOPMENT with consultations from the Egyptian Ministry of
Communication and Information Technology (MCIT), it was decided that the

ICT Policy Review of Egypt would concentrate on five areas:

Development of Infrastructure
Development of Human Resources needed for ICT industry
Development of ICT in education

Development of local content in key ICT application

= =/ =4 4 -2

Promotion of an export oriented ICT sector (UNCTAD 2011).

In 2010, the total figure of registered ICT companies in Egypt was 3,470, of
which 460 13 % wer e-en@mdd ®&tdi g rivn ctelse® leCT o
published in a survey conducted by UNITED NATIONS CONFERENCE ON
TRADE AND DEVELOPMENT, about 53 % of them have less than 100
employees, furthermore, 34 % of 115 respondents have an yearly turnover in
the Egyptian market of less than US$1 million, though 67 % generate fewer



than US$ 5 million, Only 5 companies breed incomes more than US$ 100
million (UNCTAD 2011).

The mainstream of the ICT companies owned by Egyptians either as
individuals or entities and 84% of the companies head office is situated in
Egypt. Similarly, 86% of the ICT companies are privately held (UNCTAD 2011).

In 2012, there were a total of 4,795 companies in ICT with 215,000 employees
as per the ICT Indicators in Brief, issued by the Egyptian Ministry of

Communications and Information Technology.

In the recent years, Egypt has perceived a gigantic growth in the Information
and Communication Technology sector (ICT) becoming a backbone for the
Egyptian economy (Khalil 2013), Figure 2.9: Egyptian ICT companies revenue
(MCIT indicators), Figure 2.10: Egyptian ICT GDP at Current Prices in Billions
(MCIT indicators), Figure 2.11: Egyptian ICT Contribution to the national
Treasury in Billions (MCIT indicators) and Figure 2.12 : Egyptian ICT
Investment in millions (MCIT indicators).
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Figure 2.10: Egyptian ICT Companies Revenue (MCIT Indicators)
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Figure 2.11: Egyptian ICT GDP at Current Prices in Billions (MCIT
Indicators).

24.00 1
22.00 1
20.00 1
18.00 5
16.00
14.00
12.00
10.00
2.00
6.00
4.00 1
2.00 1

2005 2006 2007 2008- 2009~ 2011 2012

Figure 2.12: Egyptian ICT Contribution to the National Treasury in
Billions (MCIT Indicators).
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Figure 2.12: Egyptian ICT Investment in Millions (MCIT Indicators).

ICT companies in Egypt can be categorized into: Information Technology
Companies; Communications Companies; and, IT Systems services
Companies from January 2014 till January 2015 there was no significant
change in percentage of ICT companies in Egypt , Information Technology
Companies are 77.07 % ; Communications Companies are 7.19 %; and, IT
Systems services Companies 15.74%, Different ICT activities has different
capital which didndét change signifi
for instance, Information Technology Companies had a capital of 18.33;
Communications Companies had a capital of 77.88 ; and, IT Systems services

Companies 3.79 , Figure 2.13: ICT companies issued capital in Egypt (ICT
Indicators 2015).
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Figure 2.13: ICT Companies Issued Capital in Egypt (ICT Indicators
2015)
The distribution of ICT companies in Egypt varies from governorate to another

the highest is in North Sinai with 19, Luxor 15, South Sinai 14, Aswan 12, Red
Sea 11, New valley 8, Ismailia 7, Damietta 6, Suez 6, Giza 4, Benisuef 4, El
Sharkaya 4, Sohag 3, Elfayoum 2, EImonofeya 2, Elbehera 2, Eldakahlaya 2,
Matrouh 2, Qena 1, Assiut 1 and Alexandria 1 (MCIT indicators 2015).
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Figure 2.14: Egyptian Tele Centers Distribution (ICT Indicators 2015)



2.8 Summary of Literature Review

Table 2.2 Summary of Literature Review

# | Study

Author - Date

Studied Variables

Summary

Impact of Leadership

on Organizational

1 | Performance, a case

study of D&R cambric

communication

(Karamat 2013)

Leadership

Strong autocratic leaders: this is the type of leaders
who develop the company vision, goals and objectives
without paying attention to the rest of the employees,
they consider the rest of the employees as just

followers.

Consultative leaders: these types of leaders pay close
attention to the rest of the employees and their opinion

toward the plans and the overall business objectives.

Democratic leaders: these types of leaders not only
consult the employees but also they use democracy

before making business decision.

Charismatic leaders: This type uses his charisma to
influence the rest of the employees.




The impact of human
resources department
and line managers on
empl oyeesod
commitment in ICT
Sector in EGYPT

(Khalil 2013)

Laissez-faire leaders: these leaders allow the rest of
the employees to make decisions and act freely to

achieve business success

Competitive Strategy

(Porter 1980)

Focus Strategy

This is a type of strategy at which the company
focuses on a small number of target markets, by
focusing the company marketing energies on couple
of fine market segments and adapting the marketing

mix to these narrow markets to meet the needs of

that narrow market

The Impact of Top
Management Team

Nationality Diversity

(Nielsen et al.
2009)

Qualifications



http://en.wikipedia.org/wiki/Competitive_Strategy

and International
Experience on Foreign
Entry Mode

Measuring the
Contribution of Skills to
Business Performance
A Summary for

Employers

(Tamkin 2005)

Executives, who have accumulated knowledge and
business experiences are better able to cope with
different business uncertainty

The Impact of Top
Management Team
Nationality Diversity
and International
Experience on Foreign
Entry Mode

(Nielsen et al.
2009)

Interdisciplinary of the

founding team

The founding team diversity in experiences, education,

culture and even nationality.

Survival skills of
business management

graduates: a study with

(Kumar et al.
2010)

Business Skills




reference to retail and

banking

Which factors
determine the
upgrading of small and
medium-sized
enterprises (SMEs)?,

The case of Egypt

(Loewe et al.
2013)

Measuring the
Contribution of Skills to
Business Performance
A Summary for

Employers

(Tamkin 2005)

The skills for recognizing opportunities and the
manager 6s wi | |riskragdriheisosientation

to make money.

Study on the Nature of
Impact of Soft Skills
Training Programs on
the Soft Skills

(John 2009)

Soft skills

Soft skills are fundamentally people's skills or
personality precise skills, they are non-technical,

intangible skills, such skills governs the leader own




Development of

Management Students

Survival skills of

business management

strength, such soft skills decides whether this leader is

a good listener, negotiator or even conflict mediator

| (Kumar et al.
graduates: a study with
_ 2010)
reference to retail and
banking
I ¢ of Ethical The ethical leader is the employer who possess the
mpact o ica
L pd " right values and the strong character, that set examples
eadership on
P (Bello 2012). Ethics for the rest of employees and fight unethical business

Employee Job

Performance

temptation, their humanity and honesty is crucial for the

fight against unethical business temptation,

Which factors
determine the
upgrading of small and
medium-sized
enterprises (SMES)?,

The case of Egypt

(Loewe et al.
2013)

Networking and Social
Skills

The strong relationships with potential customers,
decision makers, business partners and government

bodies.




Investigation of factors,

which influence the

Luck is a factor that is important for the company

success because management decision needs

matching environmental factors to grantee business

success, here, luck plays a crucial role for better and

9 | likelihood of fast (Fuchs 2013) Luck successful operation, it is not a rational scientific factor
growth in Swiss but should not be neglected too, and based on previous
techno|ogystart_ups studi es , t he beg| nner 0 S

business success

10 _ Entities who provide knowhow for the new business
The Information ) )

entrepreneurs, such incubators act as business
Technology Industry Incubators, Accelerators _
(ITIDA 2015) . accelerators for the ICT startups also they provide
Development Agency, and Advisors . . o .
o . advisors and consultants in varies fields like legal and
official website _ _
marketing advisors

11 | Venture capital (Ramadani | | | The Venture capital (VC) symbolizes the financial

financing in  the 2014) Financing Agencies funds, typically in equity form as well as know-how

republic of Macedonia:

knowledge and experiences, such VCs collect




what is done and what

should be done?

investment from individuals and institutions and provide

fund for small and medium enterprises

12 | Social It is the efforts done by NGOs aiming for social and

entrepreneurship  in economic change which eventually helps the private
' (Blackwood Non-Governmental . .
Egypt, turning o business sector especially SMEs.
) N 2012) Organizations Support

revolutionary ambition
into tangible results

13 | Which factors All partners that help entrepreneur in doing activities
determine the necessary for success, like partnership with the forward
upgrading of small and | (Loewe et al. _ or backward integration into value chains and clusters

_ _ Business Partners o _

medium-sized 2013) to help ICT companies in business success.
enterprises (SMES)?,
The case of Egypt

14 | Ministry of It is the presence of business need in the market to

Communication and
Information
Technology 2015, ICT

Indicators in Brief

(MCIT
indicators
2015)

Egyptian
Opportunity

Market

develop new products and services which are not fully

supplied in the Egyptian market




15

Egyptian Turmoil and
Africa Investment

Opportunities

(Seruma 2011)

Egyptian Market Risk

The unstable political and economic status quo which

affects the potential market opportunities

16

Ministry of
Communication and
Information

Technology 2015, ICT

Indicators in Brief

(MCIT
indicators
2015)

Customers availability

The potential for the market (Current Customers) to

purchase the product/service to generate profit.

17 _ Demographic  factors are: high  population;
Analysis of ICT | (Abdul Rahman ) ) _
o Demographic Factors Unemployment; poverty, high dependency ratio;
Diffusion in Egypt 2011) ) o
income level and illiteracy rate.
18 | The Information This is the measure of how efficient the government
Technology Industry Government Support | support program provide financial, technical and non-

Development Agency,
official website

(ITIDA 2015)

Program Efficiency

technical support for ICT companies

19

Analysis of ICT

Diffusion in Egypt

(Abdul Rahman
2011)

Governmental

Regulations

These are the governmental laws, rules and policies

that affect the ICT industry either directly or indirectly




20 (US Corruption, containing bribery, is the corrosive
Egypt Investment ) influence on market opportunities which discourages
_ Department of | Corruption _ _ _ _
Climate 2012 international business, suppresses economic growth,
the state 2012) . _
twists prices, and weakens the rule of law
21 (United Nations It is the compulsory service in Egypt for males, the
Military Conscription: | High - _ duration of the military service varies from 14 months to
_ o Military Service _
Countries Compared | Commissioner 36 months based on the age and education level
1997)
22 | Infrastructure and the basic physical and organizational structures and
_ | (Loayza et al. L o _
Economic Growth in 2010) Infrastructure facilities (e.g. buildings, roads, power supplies) needed
Egypt for the operations of ICT enterprises
23 (Us It is the tendency of a government to collapse.
Egypt Investment
] Department of
Climate 2012
the state 2012)
Political and Economic
POLITICAL

INSTABILITY AND

ECONOMIC
GROWTH

(Alesina et al.
1992)

instability




24

Ministry of
Communication  and
Information

Technology 2015, ICT

Indicators in Brief

(MCIT
indicators
2015)

Internet Services

The availability of efficient internet required for ICT

companies in Egypt, using different technologies.
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The case of Egypt

(Loewe et al.
2013)

Socio-Economic
Challenges in the
Context of
Globalization,
Technological
Readiness in the
Middle East and North

(Brach 2010)

Legal Form

Is how the business entity is formed as per the local
commercial law, In Egypt, there are many legal forms
for companies like; Limited Liability Company; General

partnership; Limited partnership,
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The case of Egypt
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4 Chapter Three: Research Propositions

and Methodology

4.1 Introduction

The research objective main objective is to explore: Which factors determine

success of ICT small enterprises in Egypt?
Moreover, the researcher wanted to discover

Which factors explain why success seems to be especially difficult in
Egypt?
Which factors explain why some ICT entrepreneurs manage to succeed

better than others- despite the general difficulties in Egypt?

This research has multipurpose, it tries to investigate: Why are limited numbers
of ICT startups are able to succeed in Egypt? And what are those factors that
limit success in Egypt? Moreover; why are some ICT Small companies can

succeed within Egypt Environment while others cannot?

In other words, the researcher worked on two dimensions: 1%t dimension to
answer; what are the external factors that make success difficult for small ICT
Companies in Egypt? The 2" dimension is to answer: What are internal factors
that help some small ICT companies to succeed - Despite the external

challenges?

In addition, the research aims to take further step to differentiate between
external factors in such a way to know: What are external factors that the
entrepreneur can influence without full control, and what are external factor

beyond entrepreneurs control?

Previous literatures in Egypt concluded a correlation between some factors and
SMEs success, however, little concentrated on prioritization of large groups of
factors, with special focus on ICT companies in specific. This research is trying

to contribute in filling this gap. In addition, conducted literature focused on either



the importance of external factors or importance of internal factors, while this

research works on both external and internal bundles of factors.

In the light of this, the research adopted different approaches which are new
at least in researches related to ICT sector in Egypt. Researcher made gradual
multistep to achieve the research objectives, using combination between
gualitative and quantitative tools: 1) 15t stage of in depth interviews with ICT
small business experts and entrepreneurs, to explore if there are specific
factors with a special priority in Egyptian environment, 2) 2" stage of in depth
interviews with two groups: Experts and ICT Entrepreneurs to discover what
are the most significant and important factors and 3) A mixed qualitative and
guantitative questionnaire to determine the degree of impacting of each factor

either positively or negatively on success of ICT Companies in Egypt.

The researcher targeted mainly IT Systems Services companies with different
types, like software development, training services in software engineering,

companies that provide integrated solutions and embedded systems.

4.2 Research Propositions

Researcher formulated a number of research propositions arises mainly from
literature review, considering factors recommended from 15t stage of in-depth
interviews. Selecting factors are based on impacting success of SMEs in
general and ICT companies in specific. Each propositions refers to one factor
that could influence ICT small companies either positively so helping to achieve

success, or negatively so leading to failure.

However, since the various literatures suggested so many factors affecting
success of small companies, researcher came up a large number of
propositions, each referring to one factor. Rather than listing all of them, the
researcher grouped the propositions into four main bundles containing the
propositions that are related to: (i) Entrepreneur, (ii) Ecosystem, (iii) Market and
(iv) Business Environment. Under each Main bundle there group of factors.



4.2.1 Initial Propositions Factors

Entrepreneur
Leadership

v

A4

Focus strategy

Qualifications

A4

A4

Interdisciplinary founding team

Business skills
Soft skills
Ethics

Y

v

Networking and social skills
Luck

A4

Yy

Ecosystem
Incubators, Accelerators and Advisors

A4

Financing agencies

Non-Governmental Organizations support

Business partners

Market
Egyptian market opportunity

v

Egyptian market risk
Customers availability

Demographic factors

A4

Business Environment
Government support programs efficiency
Government regulations >
Corruption >
Military service >
Infrastructure

Political and economical instability >

Internet services »

Legal form >

Legal Environment
Catching qualified employees

Y

Figure 3.1 The Framework
4.2.2 Factors Descriptions
Success: In this research, Success is described by; the longer the

entrepreneur can survive and prevent involuntary exit, the more successful he

is (C. Mirjam van Praag)



Leadership Skills: In this research, leadership Skills is described by
entrepreneur motivational attitude to motivate the employees to achieve the

company vision and strategic objectives and goals (Hart & Quinn 1993)

Focus Strategy: In this research, focus Strategy is described by entrepreneur
motivational attitude to achieve focusing on a few target markets who are

distinct groups with specialized needs (Porter 1980).

Entrepreneur Qualifications: In this research, entrepreneur qualifications are
described by the effect of education, general experience and industry
experience on all the business aspects (Nielsen et al. 2009).

Interdisciplinary of the founding team: In this research, interdisciplinary of
the founding team is described by the founding team diversity in experiences,

education, culture and even nationality (Nielsen et al. 2009).

Business Skills: In this research, Business Skills are described by
entrepreneur skills for recognizing opportunities and the entrepreneur's

willingness to take risk (Kumar et al. 2010) and their orientation to make money.

Soft Skills: In this research, entrepreneur Soft Skills are described by the
characters and capabilities of attitude and behavior instead of knowledge or
technical ability (John 2009), Innovation, ambition, optimism, flexibility and
adaptability (Kumar et al. 2010).

Ethical Behavior: In this research, ethical entrepreneur is committed to
achieve business success, without contradicting with personal ethics and
values (Bello 2012), his/her humanity and honesty are motives against

unethical business temptation.

Networking and Social Skills: In this research, networking and social skills of
entrepreneur: are described by the strong relationships with potential

customers, business partners and government bodies (Loewe et al. 2013)

Luck: In this research, entrepreneur's luck is described by the force that causes
things, especially good things, to happen to entrepreneur by chance and not as
a result of his own efforts or abilities (Cambridge Dictionary)

Availability of Incubators, Accelerators and Advisors: Availability of entities

that provide knowhow for the new business entrepreneurs, such incubators act



as business accelerators for the ICT startups, also they provide advisors and

consultants in various fields like legal and marketing advisors (ITIDA 2015).

Availability of Financing Agencies: In this research, financing agencies are
availability of Venture Capitals or Angel donors who have intentions to provide
fund for small and medium enterprises (Ramadani 2014).

Non-Governmental Organizations Support: In this research, Non-
Governmental Organizations Support is described by the efforts done by NGOs
aiming for social and economic change which eventually helps the private
business sector especially SMEs (Blackwood 2012).

Availability of Business Partners: In this research, business partners are
described by all partners that provide entrepreneur with important activities

necessary for his success (Loewe et al. 2013).

Egyptian Market Opportunity: In this research, Egyptian market opportunity
is described by the presence of business need in the market to develop new
products and services which are not fully supplied in the Egyptian market (MCIT
indicators 2015).

Egyptian Market Risk: In this research, Egyptian market risk is described by

the sum factors that make working in Egyptian market is risky (Seruma 2011).

Customers' availability: In this research, customers' availability is described
by the potential for the market current customers to purchase the
product/service to generate profit (MCIT indicators 2015).

Demographic Factors: In this research, demographic factors are described by
unemployment, poverty, high dependency ratio, and illiteracy rates (Abdul
Rahman 2011).

Government Support Program Efficiency: In this research, government
support program efficiency is described by the measure of how efficient the
government support programs to provide financial, technical and non-technical
support for ICT companies (ITIDA 2015).

Governmental Regulations: In this research, governmental regulations are
described by the governmental laws, rules and policies that affect the ICT

industry either directly or indirectly (Abdul Rahman 2011).



Corruption: In this research, corruption is described by the misuse or the
abuse of public office for private gain (World Bank, 1997, UNDP, 1999)

Military Service: In this research, military service is described by the
compulsory service in Egypt for males, from 14 months to 36 months based on
the age and education level (United Nations High Commissioner 1997).

Infrastructure: In this research, Infrastructure is described by the basic
physical and organizational structures and facilities (e.g. power supplies,
buildings, roads,) needed for the operations of ICT enterprises

(Dictionary.reference.com)

Political and Economic instability: In this research, political and economic
instability is described by the tendency of a government to collapse (US

Department of the state 2012)

Internet Services: In this research, internet services are described by the
availability of different technologies internet which are efficient with reasonable

prices, required for ICT companies in Egypt, (MCIT indicators 2015)

Legal Form: In this research, legal form is described by how the business entity
is formed as per the local commercial law In Egypt (Loewe et al. 2013).

Legal Environment: In this research, legal environment is described by the
power of law enforcement represented in laws' entities, procedures and
environment that protect rights and provide justice for ICT small business in
Egypt (Loewe et al. 2013).

Availability of Qualified Employees: In this research, availability of qualified
employees is described by the ability to headhunt qualified and talented

employees (Tamkin 2005)



4.2.3 Research limitations

In accordance with qualitative researches, this study is not representing the
total population of ICT Small Companies. Future researches with quantitative
approaches are needed to cover representative sample for all ICT small
companies in Egypt. In addition, the study sample concentrated mainly on IT

System Services enterprises and did not include communication enterprises.

The researcher did not classify sample for successful or non-successful
companies, he rather considered the current existence of the company and
operating in Egypt is enough to compose in the sample. In the future, separating
successful companies from non-successful will give the chance of

differentiating between both opinions about the most important factors.

The chosen 27 factors for examining in the research did not include all factors
found in literature review, the researcher selected factors depending on
combination between expert recommendations and common factors in
literatures. Future work is recommended to examine other factors that were not
examined; however, the most likely important factors are included in the 27

factors.

The researcher examined large number of factors, some of which are
subdivided to sub factors, so future work is needed to examine each individual
sub factors. Also it would be beneficial in future to study smaller numbers of

factors.

Relations between factors were not targeted during this research, future studies
are recommended to determine mediator factors, complimenting factors,

interdependent factors and substituting factors.
4.2.4 Research Questions

4.2.4.1 Major Research Questions

MajRQL1: Which factors determine success of ICT small enterprises in
Egypt?
MajRQ2: Which factors explain why success seems to be especially difficult

in Egypt?



MajRQ3: Which factors explain why some ICT entrepreneurs manage to

succeed better than others- despite the general difficulties in Egypt?

4.2.4.2 Minor Research Questions:

MinRQ1: What is the effect of leadership skills of entrepreneurs on success of

ICT small companies in Egypt?

MinRQ2: What is the effect of applying focus strategy on success of ICT small
companies in Egypt?
MinRQ3: What is the effect of entrepreneur qualifications on success of ICT

small companies in Egypt?

MinRQ4: What is the effect of interdisciplinary founding team on success of ICT
small companies in Egypt?

MinRQ5: What is the effect of entrepreneur business skills on success of ICT

small companies in Egypt?

MinRQ6: What is the effect of entrepreneur soft skills on success of ICT small
companies in Egypt?

MinRQ7: What is the effect of entrepreneur ethics on success of ICT small
companies in Egypt?

MinRQ8: What is the effect of networking and social skills of entrepreneur on
success of ICT small companies in Egypt?

MinRQ9: What is the effect of luck of entrepreneur on success of ICT small
companies in Egypt?

MinRQ10: What is the effect of availability of incubators, accelerators, and

advisors on success of ICT small companies in Egypt?

MinRQ11: What is the effect of financial agencies availability on success of ICT

small companies in Egypt?

MinRQ12: What is the effect of Non-Governmental Organizations support on

success of ICT small companies in Egypt?

MinRQ13: What is the effect of business partners' availability on success of ICT

small companies in Egypt?



MinRQ14: What is the effect of Egyptian market opportunity on success of ICT

small companies in Egypt?

MinRQ15: What is the effect of Egyptian market risk on success of ICT small
companies in Egypt?
MinRQ16: What is the effect of customers' availability on success of ICT small
companies in Egypt?
MinRQ17: What is the effect of Egypt's demographic factors on success of ICT

small companies in Egypt?

MinRQ18: What is the effect of government support program efficiency on

success of ICT small companies in Egypt?

MinRQ19: What is the effect of government regulations on success of ICT small
companies in Egypt?

MinRQ20: What is the effect of corruption on success of ICT small companies
in Egypt?

MinRQ21: What is the effect of military service on success of ICT small
companies in Egypt?

MinRQ22: What is the effect of infrastructure on success of ICT small
companies in Egypt?

MinRQ23: What is the effect of political and economic instability on success of
ICT small companies in Egypt?

MinRQ24: What is the effect of Internet services on success of ICT small
companies in Egypt?

MinRQ25: What is the effect of legal form on success of ICT small companies
in Egypt?

MinRQ26: What is the effect of legal environment on success of ICT small
companies in Egypt?

MIinRQ27: What is the effect of availability of qualified employees on success

of ICT small companies in Egypt?



4.2.5 Assumptions

H1: F.1 Leadership skills of entrepreneur: is a determinant for success of ICT

companies in EGYPT

H2: F.2 Applying focus strategy: is a determinant for success of ICT companies
in EGYPT

H3: F.3 Entrepreneur qualification: is determinant for success of ICT companies
in EGYPT

H4: F.4 Interdisciplinary founding team: is a determinant for success of ICT

companies in EGYPT

H5: F.5 Business skills of entrepreneur: is a determinant for success of ICT

companies in EGYPT

H6: F.6 Soft skills of entrepreneur: is a determinant for success of ICT

companies in EGYPT

H7: F.7 entrepreneur's ethics: is a determinant for success of ICT companies
in EGYPT

H8: F.8 Networking and social skills of entrepreneur: is a determinant for

success of ICT companies in EGYPT

H9: F.9 Luck of entrepreneur: is a determinant for success of ICT companies in
EGYPT

H10: F.10 Availability of incubators, accelerators, and advisors: is a determinant

for success of ICT companies in EGYPT

H11: F.11 Financial agencies' availability: is a determinant for success of ICT

companies in EGYPT

H12: F.12 Non-Governmental organizations support: is a determinant for

success of ICT companies in EGYPT

H13: F.13 Business partners' availability: is a determinant for success of ICT

companies in EGYPT

H14: F.14 Egyptian market opportunity: is a determinant for success of ICT

companies in EGYPT



H15: F.15 Egyptian market risk: is a determinant for success of ICT companies
in EGYPT

H16: F.16 Customers' availability: is a determinant for success of ICT

companies in EGYPT

H17: F.17 Demographic factors of Egypt: is a determinant for success of ICT

companies in EGYPT

H18: F.18 Government support program efficiency: is a determinant for success
of ICT companies in EGYPT

H19: F.19 Government regulations: is a determinant for success of ICT

companies in EGYPT
H20: F.20 Corruption: is a determinant for success of ICT companies in EGYPT

H21: F.21 Military service: is a determinant for success of ICT companies in
EGYPT

H22: F.22 Infrastructure: is a determinant for success of ICT companies in
EGYPT

H23: F.23 Political and economic instability: is a determinant for success of ICT
companies in EGYPT

H24: F.24 Internet services: is a determinant for success of ICT companies in
EGYPT

H25: F.25 Legal form: is a determinant for success of ICT companies in EGYPT

H26: F.26 Legal environment: is a determinant for success of ICT companies
in EGYPT

H27: F.27 Availability of qualified employees: is a determinant for success of
ICT companies in EGYPT



4.3 Research Methodology

4.3.1 Research Type

This research is exploratory since it attempts to reach to the major external and
internal factors that affect success of small ICT companies in Egypt. This
research is inductive since it aims to output a model contains the major and co
factors that affect positively or negatively success of ICT Companies in Egypt.
The research is an applied research that is hopefully benefits the ICT
Entrepreneurs, decision makers in Egypt and whom it may concern. The
method used to make this research is mainly qualitative; however simple
guantitative analysis was also used. This research is mainly cross sectional

with only one longitudinal interview.

The researcher moderately interfered in research; he played the role of leading
questions in the 15t and 2"? stages interviews, in addition, researcher worked
sometimes on interpreting the respondents' semi-clear words or sentences to
link them to the examined factors. Researcher also removed unclear words and

sentences; however, this has rarely occurred.

The research was done within 10 weeks period (From 15t of March till 10™ of
May 2015).

4.3.2 Methodology tools

Methodology tools are: 1) 15t stage of in depth interviews with 4 individuals
related to ICT small business (2 experts and 2 entrepreneurs), to explore
whether there are special factors with high expected impact within Egypt ICT
specific environment, to be reviewed once more in literature, 2) 2" stage of in
depth interviews with two groups: (5 Experts and five ICT Entrepreneurs), to
explore the most important factors from their perspectives that affect ICT small
companies success and 3) A mixed qualitative and quantitative questionnaire
was distributed for ICT Entrepreneurs and Experts with 38 responses received,
to specify the degree of effect of each factor on success either positively or

negatively.



The aim of choosing mainly qualitative approach is to discuss specific Egyptian

environment factors combined to common factors found in literature review.

Positive aspects of combination between 1st stage interviews followed by 2"
stage interviews and thirdly mixed qualitative and quantitative questionnaire;
are making triangle research that confirm results from more than one way.
Besides, interviews are giving enough space for respondents to clarify their
opinions and justifications so we can understand more about causalities, and
from the other side, to highlight to respondents the important factors found in
literature that they may not remember in open questions only. Another
advantage is to allow respondents concentrating on their personal experiments

rather than giving general theoretical opinions.

4.3.3 Research Time Schedule

Research Time Schedule
wil w2 w3[walws] we ]| wr| ws| wo[wio]

Literature Review
1st stage interviews [
Questionaire design and distribution
2nd stage interviews

Closing data collection

Data analysis |
Thesis writing [

Figure 3.2 Gantt Chart of Research Time Schedule
The Research total period was 10 weeks (70 days) started from 1st of March

and lasted to 10" of May 2015.

During week | the researcher decided the research topic and started literature
review. Literature review ended with week II. During week Il the researcher
conducted the 15t stage of interviews. Questionnaire design was made through
week lll, and at the same week distributing questionnaire on internet groups
with encouraging tools to make them respond. The researcher made 2" stage
of interviews through week IV. The researcher closed data collection through
questionnaire or interviews at 15t of April during week V. In the same week the
researcher started data analysis in parallel with thesis writing that was finished

during week X. Figure 3.2 is showing stages of schedule of making research.

The research was submitted to Brilliance Business School on 10 of May 2015.
Number of daily responses to questionnaire since start-to-finish date of data
collection (Google Form Curve)
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Figure 3.3 Responses Progress to the Questionnaire Published Online

4.3.4 Design of Data Collection

First: 15t stage interviews were done with 2 experts and 2 junior entrepreneurs
as will be described later in sampling selection section of this chapter. Simple
and wide open questions were asked to interviewees about their practical
experiments and main obstacles or enhancers that affect ICT companies in
Egypt (The Discussion Guide of 15 stage interviews is attached in appendices).

Second: 2" stage interviews were conducted with 5 experts and 5 ICT
entrepreneurs through semi-structured interview as a main guide, as will be
described later in sampling section in this chapter. The design of 2" stage
interview is different than 15t stage interviews but very similar in objectives and
design to the questionnaire. The aim from similarity is to fill the same two areas
that the questionnaire is targeting, but with an added advantage from interviews
to know the reasons and practical experiments that were behind their answers
and comments. Each interview was formed of introduction that the researcher
explains the research objectives and what he is trying to explore, the second
part was reviewing the effect and commenting on the 27 factors collected by
researcher that affect ICT small companies success, while the third part was
open discussion about the most critical four factors that affect success from
interviewee perspectives. (The Discussion Guide of 2nd stage interviews is

attached in appendices).

Third: The aim of mixed qualitative and quantitative questionnaire design is to
fill two areas: (1) to explore the degree of effect of 27 examined factors. A space
for comment on each question of questionnaire was available to respondents,
with an introduction that encourages them to contribute with their comments,

(2) to explore the most critical factors that affect success of ICT small



companies from respondents' perspectives. This was through a general
guestion that asks about the most four critical factors that each respondent
consider them critical for success (The questionnaire template is attached in

Appendices).

4.3.5 Sampling

Sampling is different according to each one of three tools that were used to

collect data for this research.
1st Stage Interviews:

15t Stage Interviews sampling was judgmental quota, consisted of 2 experts and
2 junior entrepreneurs. Selection of interviewees in 15t stage was based on
number of years of experience; 2 interviewees were selected to be having more
than 10 years' experience and other 2 to be having less than 5 years'
experience. The 2 junior entrepreneurs were selected from Gesr Incubation
located in Greek Campus at Tahrir Square, which belong to Masr El Kheir Non-
Governmental Organization. The reason for choosing this NGO is that it makes
several filtration methods before deciding to incubate an entrepreneur, which
means that they should be qualified to certain success criteria.

The reason not to choose all sample from experts is because many rapid
changes has occurred in Egypt in the last four years after the revolution of 25"
January, the researcher wanted to explore if there are specific factors that
recently arisen affecting small ICT companies, which the experts of old
experience cannot recognize, in contrast to junior entrepreneurs who might be
affected with these recent factors (For example, it was highlighted from junior
entrepreneurs that military service is one factor impacting them in contrast to

older experts).
2d stage interviews:

2"d stage interviews sampling was also judgmental quota, main criterion was
minimal 5 years' experience for interviewee in ICT small business, this is for the
two groups 5 entrepreneurs and 5 experts. In general, high qualifications were
targeted, such as education and multi experiments (The biography of each

interviewee in 2" stage is attached in Appendices). The researcher could reach



the sample through networking relations and experts recommendations.

Interviews were recorded accordingtoi nt er v allewaece.s 6
Mixed Qualitative & Quantitative Questionnaire:

The questionnaire sampling was simple random through inviting ICT
entrepreneurs and experts on the internet to fill the questionnaire. 38
respondents were reached through internet groups or individuals on Facebook,
LinkedIn and also through emails invitations. The main selecting criterion is to
be a founder or partner of one of ICT Companies in Egypt, or to be an expert
as being a part of ecosystem in Egypt. This is one reason for excluding 5
responses which did not match the criterion, and work on analysis of sum total

33 responses.

The 33 responses to questionnaire were mostly IT Systems Services
Companies; like software development, companies that provide training
services in software engineering, companies that provide integrated solutions,
companies that sell software. Few respondents did not specifytheirc o mpani es 6

specialties.

4.3.6 Data Analysis Methods

Researcher analyzed data that gathered in interviews and questionnaires using

gualitative and quantitative techniques.

The qualitative analysis aimed mainly to explore: what are the important factors
that affect success of ICT Companies in Egypt? Besides, qualitative analysis
helps in better understanding of how and why each factor affects success.
While quantitative analysis aimed to determine to which degree each factor can
impact success either positively or negatively, to determine final model that
include: Major determinants, intermediate determinants, slight factors and

neutral factors.

Separate analysis was made for answers to the open and closed questions.
Qualitative analysis was made to the most important four factors from
respondents’ perspectives, while quantitative analysis was made to the 27

factors examined by the questionnaire and 2" stage interviews.



In general, researcher followed four major steps in research data analysis,

they are summarized as follows:

Step 1: Identifying Factors to be examined (Qualitative Analysis for 15t Stage

Interviews)

Step 2: ldentifying important Factors impacting Success (Qualitative
Analysis for open question about the critical factors impacting success,

answered by 2"? stage interviewees and questionnaire's respondents)

Step 3: Determining Positive, Negative, Slight and Neutral factors
(Quantitative Analysis for closed guestions of 27

factors)

Step 4: Formulating Better Understanding for Each Factor (Respondents’

Comments and Discussion)

Step 1: Identifying Factors to be examined

Researcher has made 3 procedures to specify the factors to be examined: 1)
Determining Factors from Literature, 2) Highlighting Factors from 15t Stage
Interviews through qualitative analysis and 3) Identifying Final Factors to be
examined after reviewing, in literature, factors highlighted by 1St stage

interviewees

Literature review and 1%t stage interviews resulted in deciding the factors to be
examined in 2" stage interviews and questionnaire. Mostly all the factors were
already found in literature, but the highlighting from interviewees gave them
priority for examination. Results of 15 stage qualitative analysis (Results 1) will

be illustrated in chapter 4.

Step 2: ldentifying important Factors impacting Success (Qualitative
Analysis for open question about the critical factors impacting success,

answered by 2" stage interviewee and questionnaire's respondents)

Since the design of 2" stage interviews was similar in structure with the
guestionnaire design and for the same objectives, researcher merged the data

resulted from both to be analyzed together, that's why the total responses to



questionnaire are 48 registered at Google Form rather than 38 responses. This
merging has a major advantage to enable the researcher for analyzing
separately; 1) the important factors from respondents’ perspective 2) total 27
factors that are examined by the researcher and 3) the comments that were

accompanied to answers of all respondents.

To identify important factors impacting success, researcher conducted
qualitative analysis for answers of the following open question: In your opinion,
what are the most critical four factors that affect success or failure of ICT
companies in Egypt? This question was answered by 2" stage interviewees

and questionnaire's respondents.

The main output resulted from four factors qualitative analysis is a list of
important factors, which were arranged from high to low according to the more
mentioned factor by respondents. Chapter 4 will include the results (Results 2)

of this qualitative analysis.

Step 3: Determining Degree of impacting for Each Factor: Major,
Intermediate, Slight and Neutral factors (Quantitative Analysis for closed
guestions of 27 factors)

The researcher made three procedures to determine degree of impacting for
each factor: Major, Intermediate, Slight and Neutral factors: 1) Single Analysis
for each degree of impacting "Greatly Negative, Greatly Positive, Moderately
Negative, Moderately Positive, Slightly Negative, Slightly Positive and Neutral",
2) Quantitative analysis to determine degree of impacting of each factor on
success either positively or negatively, using simple weighting method and 3)

Concluding degree of impacting based on procedure 1 and 2.

First, researcher started with "single analysis for "greatly negative, greatly
positive, moderately negative, moderately positive, slightly negative, slightly
positive and finally neutral factors". The method used to do so, is a simple
counting for sum answers of each degree. Lists of ordered factors were resulted
t hat ranged from O0significant at a high | e
from Overy i mport anRe8earther had ltoesetsa cut-ofp or t ant 6
somewhere in order to ascertain what a main determinant is and what is not.

Chapter 4 includes 7 figures that represent this comparison (Result 3A).



Second, researcher used quantitative analysis to determine degree of
impacting of each factor on success either positively or negatively. Simple
weighting method was used to do so, simply by giving a weight for each positive
or negative effect, and multiplying result as follows: Greatly Negative or Positive
multiplied by 3 (*3), while Moderately Negative or Positive multiplied by 2 (*2)
and lastly Slightly Positive or Negative multiplied by 1 (*1). This simple analysis
gives clear picture of the strength of impacting of each factor. Accordingly, the
researcher could determine the Major negative or positive factors, intermediate
negative or positive factors, slight factors and lastly neutral factors (Result 3B).

Step 4: Formulating Better understanding for Each Factor (Respondents'

Comments and Discussion)

Last step, researcher made Factor Box for each factor that contains:
respondents’ comments, findings, questionnaire question and factor
description, this could help in understanding more about how respondents see

each factor affects success.



5 Chapter Four: Data Analysis and Findings

5.1 Introduction

In general, researcher followed four major steps in research data analysis,

they are summarized as follows:

Step 1: Identifying Factors to be examined (Qualitative Analysis for 15t Stage

Interviews)

Step 2: ldentifying important Factors impacting Success (Qualitative
Analysis for open question about the critical factors impacting success,
answered by 2" stage interviewees and questionnaire's respondents)

Step 3: Determining Positive, Negative, Slight and Neutral factors
(Quantitative Analysis for closed guestions of 27

factors)

Step 4: Formulating Better understanding for Each Factor (Respondents'

Comments and Discussion)

5.2 ldentifying Factors to be examined (Qualitative

Analysis for 1st Stage Interviews)

5.2.1 Identifying Factors from Literature

First, researcher reviewed factors affecting ICT small c 0 mp a nsuceessdn

literature (See Chapter 2).



5.2.2 ldentifying Factors from 1% Stage Interviews (Result 1)

Second, researcher conducted 1%t stage of in depth interviews with 4 individuals related to ICT small business (2 experts and 2
entrepreneurs), to explore whether there are special factors with high expected impact within Egypt ICT specific environment, to be

reviewed once more in literature

As explained earlier, the researcher has conducted four interviews in 15t stage interview with specific sampling criteria and

methodology tools (review Chapter 3, and Discussion Guide and Interviewees Biography in Appendices).

The following table is summarizing the factors highlighted by answers of the four Interviewees

Table 4.1 Summary of 15t Stage Interviews

Factor Hesham M. Eladawy Sally Metwaly Kareem Dawood Ahmed Adel

F.15: Egyptian | The Political and economic | The main challenge is the The purchasing

Market Risk instability especially after the | market. The market in Egypt is power of individuals
revolution of 2011, corruption | small and still not fully aware of in Egypt is very low

was one reason for|the importance of the ICT in

revolution. You cannot rely | business management.

on the legal system in Egypt.
Both corruption and legal




F.20:

Corruption

F.23: Political
and economic

instability

F.26: Legal

environment

environment resulted in high
market risk, and market is

getting smaller every day.

The entrepreneurs are of
great doubt that they can
return their rights through
courts with the power of low,
this makes them hesitant
about making business

partnerships.

F.18:
Government

support

| got a lot of government
support programs. All

programs are missing a good

- Government has to support the
market, by making initiatives to

raise awareness and encourage




program

efficiency

F.10:
Availability of
Incubators,
Accelerators,

and Advisors

management and follow up.
Moreover, they are not

sufficient.

the government and private
sector to support small business
by using and purchasing their
products and services

- Incubation programs should be
available everywhere in Egypt
especially, where universities
and higher education can be
found. Almost all of the
incubation programs are in
Cairo only even the
governmental one. If the
incubation programs are costly,
government and others can
make a virtual incubation
programs where startups can

work from anywhere.




- Also incubation programs don't

provide salaries for startup
owners, which is very critical, as
a result, startup owners are not
fully dedicated to their project,
they have to be away to provide
a salary while keeping their

commitments to the project.

F.19: we succeeded to fulfill |1 once imported

Governmental the requirement of a|some equipment

regulations government fund one [ from china, and | was
year ago, and till now | not able to get it out
we can't cash it due to | of customs for more
long procedures and | than 7 months due to
complex regulations regulations

F.21: Military | On the personal level | did not Our startup project has | When i was student,

service have a big conflict with been frozen for a|i had a chance to




military service, although, we
all know that till you reach 30
years old you have to take
permissions before you travel
abroad. But | have mentored
two entrepreneurs who had

big conflicts with it

whole year because
one of our core
founding team was in

the military service

share in an
international

competition outside
Egypt, and | was not
able to travel
because of the

military service

F.22:

Infrastructure

F.24: Internet

services

Most of infrastructure
facilities are in bad
conditions, internet is slow

and very expensive




Results 1:

10 factors were identified to be examined and reviewed in literature, as per

highlighting from 15t stage interviewees:

F.10: Availability of Incubators, Accelerators, and Advisors
F.15: Egyptian market risk

F.18: Government support program efficiency

F.19: Governmental regulations

F.20: Corruption

F.21: Military service

F.22: Infrastructure

F.23: Political and economic instability

F.24: Internet services

= =4 A4 A4 4 A4 A4 -5 -2 -

F.26: Legal Environment

5.2.3 Identifying Final Factors to be examined:

Based on Literature review in parallel with Results 1 "factors highlighted by 15t
stage interviewees", the researcher decided to explore the following factors

assuming each factor is a main determinant for success:

The grouping of factors has been discussed earlier (See Chapter 1 and 3)



Entrepreneur
Leadership

v

A4

Focus strategy

Qualifications

A4

v

Interdisciplinary founding team
Business skills
Soft skills
Ethics

Y

A4

Networking and social skills
Luck

A4

v

v

Ecosystem
Incubators, Accelerators and Advisors

Y

Financing agencies

-Governmental Organizations support

Business partners

Market
Egyptian market opportunity

v

Egyptian market risk

Customers availability

h 4

Demographic factors

Business Environment

Government support programs efficiency
Government regulations >
Corruption >

Military service >
Infrastructure »

Political and economical instability >
Internet services >

Legal form >
Legal Environment
Catching qualified employees

Figure 4.1: Initial Propositions Factors



5.3 Step 2: Identifying Factors Impacting Success
(Result 2)

(Qualitative Analysis for open question about the critical factors
impacting success, answered by 2" stage interviewees and

guestionnaire's respondents)

To identify important factors impacting success, researcher conducted
gualitative analysis for answers of the following open question: In your opinion,
what are the most critical four factors that affect success or failure of ICT
companies in Egypt? This question was answered by 2" stage interviewees

and questionnaire's respondents (Total 43 respondents).

The main output resulted from four factors qualitative analysis is a list of
important factors, which were arranged from high to low according to the more

mentioned factor by respondents.

The following table is containing the answers of the question by each
respondent, and linking each answer to the correspondent factor.

Table42Respondent séd Answers About &ctoesfoMo

Success
Respon | Important Factors mentioned by | Correspondent examined Factor
dent's Respondents
No.

1 Relation Networking and social skills (8)
Luck Luck (9)
Money Availability of Financing Agencies (11)
Study Qualifications (3)

2 1. Working in Egyptian environment is one of | Business Environment
the most important failure reasons on start-




ups.

2. Working through big business name is a
very good way for your products to be
successful.

Availability of Business partners (13)

lack of transparent synergy between

authority and majority of entrepreneurs

Government support programs efficiency
(18)

lack of confidence in governmental

procedures

Government regulations (19)

Fear of Corruption and injustice

Corruption (20)

Legal Environment (26)

Entrepreneurs do not pay attention to
develop an agile marketing strategy for their

products.

Business skills (5)

Education

Education

Growth Financing

Availability of Financing Agencies (11)

Start up Financing

Availability of Financing Agencies (11)

Infrastructure Infrastructure (22)
HR Availability of qualified employees (27)
infrastructure Infrastructure (22)
media Business skills (5)

To find investment

Availability of Financing Agencies (11)

To find the qualified team

Availability of qualified employees (27)

To find the costumer

Customers availability (16)

l.your start-up is more than business it's

your dream.

Soft skills (6)

2. Write down all your plans and your

thoughts and don't accept but written ones.

Business skills (5)




3. Choose your partners very carefully.

Availability of Business partners (13)

4. You may ask specialists for help.

Availability of Incubators, Accelerators and
Advisors (10)

8 Money Availability of Financing Agencies (11)
political support Political and economic instability (23)
Legal license Legal form (25)
Banking services (especially payment | Banking system
systems)
9 Financial support Availability of Financing Agencies (11)
10 1. Hard Work and believe in success Soft skills (6)
2. Business knowledge (Business | Business skills (5)
administration and management Tracks)
3. Political stability. Political and economic instability (23)
4. Infrastructure availability (electricity and | Infrastructure (22)
internet)
Internet services (24)
11 1- reaching customers with a need for the | Customers availability (16)
product/service
2- finding the right team Availability of qualified employees (27)
3- get continues and sufficient cache flow Availability of Financing Agencies (11)
4- maintaining growth Business skills (5)
12 almost the same factors are for success and | Idea

failure

Business idea (added value to business),

staff

Availability of qualified employees (27)

commitment

Ethical behavior (7)

unigue quality

Quality




13 Innovation Soft skills (6)
Market and business regulations | Business skills (5)
understanding
Strategy Business skills (5)
Hiring good caliber Availability of qualified employees (27)
14 - Useful Products Customer need
- Good Marketing Business skills (5)
- Good social relations Networking and social skills (8)
- Strong Finance Availability of Financing Agencies (11)
15 Financial issues Availability of Financing Agencies (11)
National Security Political and economic instability (23)
Product Proposition Customer Need
Market Research Business skills (5)
16 GDP of Egypt Political and economic instability (23)
Political stability Political and economic instability (23)
Egyptian pound versus foreign currency Political and economic instability (23)
Amount of foreign investment per year Political and economic instability (23)
Local government investment in yearly | Government support programs efficiency
budget (18)
17 1- clear competitive advantage Competition
2- feasibility study financial Business skills (5)
3-cash in hand (financing) Availability of Financing Agencies (11)
4- sales and marketing skills Business skills (5)
5- general management skill Business skills (5)
18 Money Availability of Financing Agencies (11)




personal relationships

Networking and social skills (8)

power Power
19 The lack of laws and justice Legal Environment (26)
Labor market Availability of qualified employees (27)
Infrastructure Infrastructure (22)
owners vision & goals Business skills (5)
20 -political turmoil Political and economic instability (23)
-corruption Corruption (20)
-slow and difficult legal system Legal Environment (26)
-education issues Education
21 communication channels with Governmental | Networking and social skills (8)
organizations
Human Resources Availability of qualified employees (27)
Financing Availability of Financing Agencies (11)
22 Corruption Corruption (20)
Weak infrastructure Infrastructure (22)
competition from big cooperation competition
possibility of lake of commitment from skilled | Availability of qualified employees (27)
resources
high risk Business Environment
23 - Technology awareness Technology awareness

- Financial issues

Availability of Financing Agencies (11)

- Market needs

Egyptian market opportunity (14)

- Qualified team

Availability of qualified employees (27)

Qualifications (3)




24

Nature of business

Nature of business

Is it really innovative

Idea

competition

Competition

good service and after sale support

Customer service

customer willingness

Customer needs

25 Stability Political and economic instability (23)
Economy Political and economic instability (23)
Legality Legal Environment (26)

26 Team Availability of qualified employees (27)
Funding Availability of Financing Agencies (11)
Experience Qualifications (3)

Mentors Availability of Incubators, Accelerators and
Advisors (10)

27 Social skills and relationships Networking and social skills (8)
innovative idea ldea
availability of resources for a good | Availability of qualified employees (27)
marketing campaign
cost Availability of Financing Agencies (11)

28 Entrepreneurs Soft skills (6)

EQ Soft skills (6)
capacity Capacity




regulations Government regulations (19)
29 talented team Availability of qualified employees (27)
Qualifications (3)
team management Business skills (5)
market need Egyptian market opportunity (14)
funding Availability of Financing Agencies (11)
30 A good different idea Idea
profitable business model Business skills (5)
Continuous innovation to lead the | Idea
market & face competition
Good team (partners/staff) that you | Qualifications (3)
can rely on
Good team (partners/staff) that you | Availability of qualified employees (27)
can rely on
Understanding the market needs Business skills (5)
31 Believe in your idea. Soft skills (6)
Vision and objectives must be | Business skills (5)
defined, do not look for fast return,
anything takes time.
financial stability Business skills (5)
market stability Political and economic instability (23)
get use of your failure lessons Business skills (5)
32 Political Political and economic instability (23)




33 Connections Networking and social skills (8)
price competition competition
commercial engine Commercial engine
quality Quality
34 Business people awareness of IT. Technology awareness
Economic Situation Political and economic instability (23)
Proper Marketing Business skills (5)
IT Co. Qualifications and | Qualifications (3)
Experiences.
35 1) Government support of new [ Government support programs
Technology trends is a key success | efficiency (18)
(e.g. THANAWEYA 3AMA TANSEEK
online is a role model of when
government pushed it to be a MUST..
it was adopted by masses)
2) Availability of local skilled staff, | Availability of qualified employees
ambitious and willing to work hard is | (27)
a key success factor.
3) Ignorance and poverty are key | Demographic factors (17)
factors for the 90 million citizens'
country NOT to have a high
purchasing power; in fact, people are
after cheaper products and services
regardless of quality..
36 Knowledge Qualifications (3)

Business skills & sales experience

Business skills (5)




Investment capital

Availability of Financing Agencies
(11)

Cultural usage

Demographic factors (17)

37 Selecting the right product or service | Idea
to develop.
Business knowledge to  offer | Business skills (5)
solutions rather than technologies.
Human resources needed to build | Availability of qualified employees
what you're looking for. (27)
Stop importing or being agents to | Government regulations (19)
international brands, and let's build
our own local solutions and
technologies that can be later on
exported as well.
38 Big upfront planning Business skills (5)
working in local market only Market Diversification
little value add for customers Customer need
39 Team Experience Qualifications (3)
flexibility for iteration process Business skills (5)
Idea with market need & availability | Customer need
for implementation
40 Your financial resources. Availability of Financing Agencies

(11)

Your Market research & Study.

Business skills (5)

Business connection.

Networking and social skills (8)




Luck. Luck (9)
41 No clear sustainability plan Business skills (5)
No vision Business skills (5)
Fast launching Business skills (5)
Resources stability problems in | Availability of qualified employees
startups (27)
42 Team harmony Leadership (1)
Idea that the market needs Customer need
Fund Availability of Financing Agencies
(11)
legislation Legal Environment (26)
43 1- Economic stability. Political and economic instability (23)

2- legal environment reform

Legal Environment (26)

3- country vision to support small and

medium enterprises

Government  support  programs

efficiency (18)

4- supportive regulations for foreign

investment

Government regulations (19)

5- Higher education reform.

Education reform

6- well-structured and well managed

government support programs

Government  support  programs

efficiency (18)















































































































































































































































































































































































