Journal of Business Leadership and Management
Volume 1, Issue 1

ECONOMIC INEQUALITY AND ITS EFFECTS ON THE DECISION-
MAKING OF ENTREPRENEURS IN EMERGING ECONOMIES

Mercy Tony*
Department of Economics and Finance, College of Economics, Management and Information
Systems, University of Nizwa, Oman

ABSTRACT

Economic inequality additionally influences entrepreneurial decision-making through interactions
with social and institutional variables. Entrepreneurs in nations with extreme inequality confront
extra difficulties, such as restricted access to formal institutions, mentorship, and networks. These
elements have an impact on their strategic decisions, which include collaborations, financial
sourcing, and involvement with governmental organizations.

Understanding how economic disparity affects how entrepreneurs make decisions has significant
ramifications for both the development of specific companies as well as the entire economy in
emerging nations. The success, expansion, and resiliency of firms can be affected by the choices
made by entrepreneurs as a result of economic inequality. Businesses may increase their
productivity, provide job opportunities, and support economic growth by tackling the problems
caused by economic inequality through inclusive policies and creative tactics.
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Introduction
This section offers a concise introduction to

the topic of economic inequality in developing
nations, focusing on recent research and
mentioning papers that are pertinent to the

Background and Rationale

Inequality in the economy has, in
recent years, come to garner a substantial

. discussion.
amount of attention due to the consequences The unequal distribution of wealth
it has for the social, economic, and political income, and opportunities that exists within
stability. In a number of rising economies, a society is what economists mean when they

there has been a growing gap between the

? talk about economic inequality. It is impacted
affluent and the poor, creating obstacles for

by a number of elements, including as

the growth and development of inclusive institutional structures, the dynamics of the
economies. market, and policies implemented by the

government. Emerging economies, which are

defined by fast industrialization,
Mercy Tony urbanization, and rising integration into the
Department of Economics and Finance, world economy, have specific issues
College of Economics, Management and connected to economic inequality (Milanovic,
Information Systems, University of Nizwa, 2020). Emerging economies are
Oman characterized by rapid industrialization,
mercy@unizwa.edu.om urbanization, and increasing integration into

the global economy.
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In many developing nations, there is a
widening gap between the wealthy and the
impoverished, which is a symptom of the
widespread problem of economic inequality.
This imbalance can have far-reaching
ramifications for a variety of elements of
society, including entrepreneurship, amongst
other things. In economies that are still in
their formative stages, the contributions of
entrepreneurs to economic growth and
development are of the utmost importance.
However, economic disparity may hamper
their capacity to prosper and make good
decisions owing to restricted access to
resources, education, and opportunities
(Acemoglu & Robinson, 2019). This may be
the case if they have fewer options to pursue
higher education.

Recent research has shed light on the
level of economic inequality in developing
nations as well as the repercussions of such
disparity. For instance, Alvaredo et al. (2020)
conducted research in which they evaluated
the patterns of income inequality in a number
of different nations. These countries included
growing economies such as Brazil, China,
India, and South Africa. According to the
findings, there are substantial inequalities in
the distribution of income, with the highest
income earners taking home a
disproportionately large percentage of the
national income.

In addition to this, Oxfam (2020)
found that economic inequality in developing
nations is frequently related to gaps in access
to educational opportunities, healthcare, and
financial services. This lack of access might
limit prospects for persons who are at the
bottom of the economic distribution,
therefore impeding social mobility and
perpetuating inequality.

In the context of business, economic
disparity can have an impact on the decision-
making processes of business owners in
developing nations. According to Bruton et
al.'s research from 2020, potential company
owners who come from underprivileged
backgrounds have considerable challenges
when it comes to overcoming hurdles such as
limited access to financial resources,
networks, and business support services.
Additionally, the concentration of wealth and
influence within a small group of elites may
create an unequal playing field, making it
harder for new entrants to compete and
ultimately flourish (Naudé, 2020).

It is essential, in order to foster inclusive and
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sustainable entrepreneurship, to have an
understanding of the dynamics of economic
inequality and the consequences that it has
on the decision-making process of
entrepreneurs in developing economies.
Policymakers and practitioners may devise
tailored initiatives to boost entrepreneurship

and reduce inequalities if they first
understand the unique problems and
possibilities faced by entrepreneurs in

situations of inequality.

Objectives

The fundamental purpose of this
research is to investigate the link between
economic disparity and the decision-making
processes of business owners in developing
nations, with the hope of developing a better
understanding of how these factors interact.
More specifically, the goals of the study are
to:

¢ Examine the degree to which
economic disparity exists in the rising
economies that have been chosen.

e Investigate the ways in which
entrepreneurs' decision-making
processes are impacted by the

existence of economic disparity.

e Determine the elements that are
responsible for the link between
economic disparity and the decision-
making process of entrepreneurs.

e Analyze the effect that
entrepreneurial decision-making has
on the success and expansion of
existing businesses in the setting of
existing economic disparities.

Significance of the Study

This study effort is extremely
important for a variety of stakeholders,
including those who set policy, those who
teach in academic institutions, and
entrepreneurs themselves. The findings of
this study have the potential to give useful
insights into the consequences of economic
disparity on the decision making processes of
entrepreneurs  operating in emerging
economies. When policymakers have a better
knowledge of the mechanisms at play, they
are better able to devise interventions and
policies that foster inclusive
entrepreneurship and bring about reductions
in economic inequality. In addition, the
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findings of this study will provide a
contribution to the academic literature on the
topic of entrepreneurship and inequality. This
will help to close the research gap that
currently exists and encourage more study in
this area.

Research Questions

In order to accomplish what has been
outlined, the following research questions
will serve as a roadmap for this investigation:
e What degree of economic disparity exists

in the countries that have been chosen to
represent developing economies?

e How exactly does the existence of
economic disparity impact the decision-
making processes of business owners in
these economies?

e Who or the

elements that explain the connection

what are intermediary

between economic disparity and the

decision-making processes of

entrepreneurs?

In the context of economic inequality,
what kind of an effect does the making of
entrepreneurial decisions have on the
performance and growth of businesses?

Literature Review

Economic Inequality and
Entrepreneurship

The connection between economic
disparity and entrepreneurialism has been
the subject of ongoing investigation in recent
study. For instance, Aidis et al. (2021)
investigated the influence that income
inequality has on the rates of entrepreneurial
activity in a sample of European nations and
discovered that there is a negative
association between the two variables.
Similarly, Glaeser et al. (2020) evaluated
data from the United States and discovered
that high levels of inequality might inhibit
entrepreneurship by limiting access to
resources and opportunities for individuals
who come from disadvantaged backgrounds.
This research was based on the finding that
high levels of inequality can make it more
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difficult for
businesses.

people to start their own

Decision-Making Theories in
Entrepreneurship

In the study of entrepreneurship,
decision-making theories offer extremely
helpful insights into the cognitive processes
and external elements that are relevant to
the process of entrepreneurial decision
making. Recent research has concentrated
on a variety of concepts, including
effectuation and opportunity recognition,
among others. For example, Foss et al.
(2019) highlighted the function of
effectuation in the decision-making process
of entrepreneurs, putting an emphasis on the
utilization of affordable loss, collaborations,
and experimentation. In addition, Renko et
al. (2020) investigated the connection
between the recognition of opportunities and
the decision-making processes of
entrepreneurs. Their findings highlighted the
significance of previous information, social
networks, and cognitive biases in the
formation of decision-making processes.

The Impact of Economic Inequality on
Entrepreneurial Decision Making:

Recent studies have looked at the
effect that economic disparity has on the
decision-making process of business owners.
For instance, Iakovleva and colleagues
(2020) investigated the effect that income
disparity has on the risk-taking behavior of
entrepreneurs in Russia. They discovered
that a larger income inequality was related
with a higher level of risk-taking on the part
of entrepreneurs. In addition, Kim and Lee
(2020) investigated the influence of income
disparity on the intentions to start a business
held by university students in South Korea.
They discovered that a higher level of income
inequality led to a Ilower Ilevel of
entrepreneurial intentions, possibly as a
result of the perception of greater obstacles
and uneven chances.

In order to successfully promote
inclusive entrepreneurship, it is essential to
get an understanding of the influence that
economic disparity has on the decision-
making process of entrepreneurs.
Policymakers and practitioners may create
tailored interventions to remove obstacles,
improve access to resources, and stimulate
entrepreneurship among individuals from a
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variety of backgrounds by identifying the
distinct difficulties and possibilities
experienced by entrepreneurs in contexts of
inequality. This allows them to better
understand how to address these issues and
opportunities.

Research Methodology

Research Design

Existing data and information from
various sources will be analysed as part of
the research's secondary research approach.
Due to the following factors, this
methodology is appropriate for researching
"Economic Inequality and Its Effects on the

Decision Making of Entrepreneurs in
Emerging Economies":
Secondary research gives users

access to a variety of existing data sources,
such as databases maintained by
international organizations, academic
journals, research studies, and government
publications. These materials are excellent
resources for learning about
entrepreneurship, economic inequality, and
decision-making in developing nations. The
abundance of data increases the scope and
depth of the inquiry.

Efficiency in Cost and Time: Time,
money, and effort are all resources that must
be used wisely while conducting primary
research. On the other hand, secondary
research is a practical strategy that makes
use of the data that already exists. By
employing material that is already publicly
available, it saves time and money while
enabling a deeper examination of the
research issue within the limits at hand.

Data Collection

The following secondary data sources
will be considered in this study:
Academic journals: Scholarly publications
and research on entrepreneurship, economic
inequality, and decision-making in
developing economies may be found in peer-
reviewed academic journals. These journals
provide the research with useful theoretical
frameworks and insights.
Research papers: In-depth analyses and
empirical data on economic disparity and its
implications on entrepreneurial decision-
making may be found in research papers
from renowned institutions, think tanks, and
study groups. These papers frequently
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include statistical analysis, case studies, and
survey data.
Government Publications: Governmental
sources of information on economic
indicators, income distribution, and the
business climate in emerging nations include
economic reports, policy documents, and
census statistics. These resources provide
insightful information on the situation.
Among the factors for choosing
pertinent and trustworthy sources are:
Peer-Reviewed Publications: Priority will
be given to academic journals that have
undergone peer review, assuring the caliber
and rigor of the research carried out by
subject-matter experts.
Respectable Institutions: To guarantee
dependability and authenticity, sources from
respectable institutions, research groups,
and governmental authorities will be given
priority.
Recent Data: To capture contemporary
advances and trends in economic inequality
and entrepreneurial decision-making,
emphasis will be made on using the most
current data available.

Data Analysis

Data from scholarly journals, research
studies, and official publications will be
analysed using content analysis. With this
approach, themes, patterns, and essential
ideas pertaining to economic inequality and
its impacts on entrepreneurial decision-
making are identified.

Limitations

Possible Biases: The secondary data that
was gathered may have inherent biases or
restrictions that might influence the study's
conclusions. Biases might be caused by the
primary data sources, such as biases in

sample selection or data collection
techniques.

Limited Control over Data Quality: The
researcher has little control over the

reliability and quality of the pre-existing data
utilized in secondary research.

Ethical Consideration

When accessing and using secondary
data, the researcher will make sure that all
data privacy and protection laws are
followed. The confidentiality of the data is
maintained, and any licenses or
authorizations necessary for its use is



acquired. The researcher followed correct
citation guidelines to identify the original
authors of the secondary data used in the
study. Plagiarism and intellectual property
rights will be respected, and authors and
researchers whose work contributed to the
secondary data will be properly
acknowledged.

Research Analysis

Economic Inequality as a Determinant
of Entrepreneurial Decision Making

Economic disparity has a substantial
influence on how entrepreneurs in
developing economies make decisions,
according to a number of studies (Bosma,
2017; Wennekers et al., 2018). In order to
access cash, resources, and market
prospects, aspiring entrepreneurs may
encounter entrance hurdles caused by high
levels of economic inequality (Banerjee &
Duflo, 2011). In such circumstances,
business owners must make strategic
decisions that take into account the
discrepancies in wealth and income that
already exist (Bosma & Harding, 2006).
These discrepancies influence how they
allocate resources, take risks, and innovate
(Wennekers et al., 2018). Thus, the
existence of economic disparity plays a
crucial role in influencing how entrepreneurs
in emerging economies make decisions.

Risk-Taking and Opportunity
Identification in the Face of Economic
Inequality

Economic disparity also has a
significant impact on how entrepreneurs in
developing economies behave when taking
risks and how they search for business
opportunities (Huang & Liu, 2019). Due to
restricted access to resources and markets in
highly unequal societies, entrepreneurs
frequently confront higher levels of
uncertainty and risk (Wennekers et al.,
2018). This climate calls for a stronger
capacity to recognize lucrative business
possibilities under limited circumstances
(Bosma, 2017). To solve the issues brought
on by economic disparity, entrepreneurs may
develop creative company strategies or have
a higher risk tolerance (Huang & Liu, 2019).
Economic disparity, therefore, shapes
entrepreneurs' perceptions of risk and their
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capacity to spot opportunities, which in turn
determines their decision-making.

Social and Institutional Factors
Shaping Entrepreneurial Decision
Making

Entrepreneurial decision-making is
impacted by economic disparity in more ways
than just one. Entrepreneurs in developing
economies also heavily rely on social and
institutional aspects when making decisions

(Gawell, 2019). Entrepreneurs may have
extra challenges in cultures with extreme
inequality, such as restricted access to formal
institutions, mentorship, and networks
(Bosma, 2017). Their strategic decisions,
such as the choice of business partners, the
source of finance, and their interactions with
governmental organizations, are influenced
by these variables (Wennekers et al., 2018).
Thus, the existence of economic disparity
influences entrepreneurs' choices through
social and institutional channels.

Implications for Business Success and
Economic Development

Understanding how economic
disparity affects how entrepreneurs make
decisions has ramifications for both specific
enterprises and the general growth of the

economy in emerging nations. Economic
disparity can have an impact on
entrepreneurial choices that affect the

profitability and expansion of enterprises
(Huang & Liu, 2019). Greater company
resilience, productivity, and job creation can
result from addressing the problems caused
by economic inequality through creative
methods and inclusive legislation (Bosma,
2017). Additionally, lowering economic
inequality might encourage a more equitable
allocation of opportunities and resources,
creating an atmosphere that is favorable for
business activity and economic growth
(Banerjee & Duflo, 2011).

Thus, In conclusion, income disparity
has a big impact on how developing economy
entrepreneurs make decisions. It influences
how they perceive risk, identify
opportunities, and make strategic decisions,
interacting with social and institutional
elements as well. For establishing successful

policies and initiatives that encourage
entrepreneurship, redress economic
inequities, and generate sustainable

economic growth in emerging nations, it is



essential to understand these processes.

Conclusion

Entrepreneurs in developing economies have
considerable decision-making effects as a
result of economic disparity. As a result of
entrance hurdles caused by inequality,
would-be entrepreneurs have less access to
resources, cash, and market possibilities. As
a result, business owners are forced to make
strategic decisions that take into account the
current inequalities in wealth and income
distribution. They must deal with a greater
degree of risk, uncertainty, and resource
scarcity; as a result, they must have a larger
risk tolerance and use creative strategies to
find profitable business prospects.

Economic inequality  additionally
influences entrepreneurial decision-making
through interactions with social and
institutional variables. Entrepreneurs in
nations with extreme inequality confront
extra difficulties, such as restricted access to
formal institutions, mentorship, and
networks. These elements have an impact on
their strategic decisions, which include
collaborations, financial sourcing, and
involvement with governmental
organizations.

Understanding how economic
disparity affects how entrepreneurs make
decisions has significant ramifications for
both the development of specific companies
as well as the entire economy in emerging
nations. The success, expansion, and
resiliency of firms can be affected by the
choices made by entrepreneurs as a result of
economic inequality. Businesses may
increase their productivity, provide job
opportunities, and support economic growth
by tackling the problems caused by economic
inequality through inclusive policies and
creative tactics.

In addition to promoting a more
equitable allocation of opportunities and
resources, reducing economic inequality also
generates an atmosphere that is favorable
for entrepreneurial activity. In turn, this may
result in social advancement and sustained
economic growth in developing nations.

Policymakers should think about
enacting laws that deal with economic
imbalances, offer support systems and

mentorship programs, improve access to
resources and markets, and encourage
inclusive growth in order to create an
atmosphere that encourages
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entrepreneurship and economic
development. By doing this, developing
nations can unleash the potential of their
entrepreneurial ecosystems and utilize
entrepreneurship to promote fair and
sustainable development.
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