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Abstract: It is a known fact that motivation is an important tool for achieving an acceptable level of performance in any establishment.
In a growing economy like Nigeria, it is likely that what people want from their jobs differs from individual to individual, depending on
the prevailing economic condition and working environment. This study investigates into whether extrinsic motivational variable
influences entrepreneurial performances in a developing economy or not. The motivational variables identified for this study comprise
of salary increment, job security and regular promotion of employees. This study adopted a descriptive design by administering Four
hundred (400) questionnaires to selected entrepreneurs in Lagos state using stratified random sampling technique. Out of the four
hundred (400) questionnaires distributed, only three hundred and ten (310) were filled-in and returned. Descriptive statistics
(frequencies, tables and percentages) was adopt and T-test Analytical tool was used to test the formulated hypotheses. Finding from
Analysis revealed that all the identified extrinsic motivational variables have strong positive influence on entrepreneurial performances,
with exception of salary increment. (T-test-cal<T-test –tab = 2.5: T-test-cal>T-test –tab = 4.04 : T-test-cal>T-test –tab = 3.9) all the
identified variables are significant at 0.05 only with exception of salary increment which is not significant at level of 0.05. Based on the
result, it was concluded that motivational variables such as job security and regular promotion have significant influence on
Entrepreneurial performances in a developing economy.
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1. Introduction
Developing economies have been characterised by low
standard of living, undeveloped industrial base, high rate of
unemployment and low Human development Index(HDI)
i.e. life expectancy, education and income. With these
problems, it is quite empirical that self-development
especially in terms of entrepreneurial performances of Small
and Medium Enterprises (SMEs), would be a viable and
alternative rescue for such nations (GEM 2011).
Entrepreneurial performances and operations have been
identified across the globe as viable mechanism and means
of efficient economic progression, but one of the biggest
problems facing management of an establishments in
developing nations is how best to get employees committed
to their work and put in their best towards the
accomplishment of organization‟s objectives. However
studies have shown that there linkage between business
turnover and extrinsic motivational variables.
Motivation is a process of inducing, inspiring and energizing
people to work willingly with zeal, initiative, confidence,
satisfaction and an integrated manner to achieve desired
goals. It is a morale boosting activity. Motivation is
concerned with why people do what they do. It answers such
questions as why do managers or worker go to work and do
a good job. This tries to explain what motivates people to act
the way they do, with primary focus on the work place. It is
the primary task of the Entrepreneur to create and maintain
an environment in which employees can work efficiently
and realize the objectives of the organization. Every
organization and business wants to be successful and have
desire to get constant progress. The current era is highly

competitive and organizations regardless of size, technology
and market focus are facing employee retention challenges.
To overcome these restraints, a strong and positive
relationship and bonding should be created and maintained
between employees and their establishments. Employees of
any organization are the most central parts, so they need to
be influenced and persuaded towards task fulfilments. For an
entrepreneurial to achieve prosperity different strategies
need to put in place in order to compete with the competitors
and for increasing businessperformance. Employee
motivation is one of the policies of an establishment to
increase effectual job management amongst employees in
organization (Shadier et al. 2009). A motivated employee is
responsive to the definite goals and objectives he/she must
achieve, therefore he does everything to make sure he
follows that direction.
According to Leonard et al (1995) extrinsic motivation is
that which derives from external sources. It can be regarded
as what management of an organisation do to or for workers
to make them exhibit the desired behaviour that will lead to
attainment of organisational goals. Extrinsic motivation have
no direct relationship with the job itself, rather they are
externally mediated and are related to extrinsic motivational
variables such as salary, fringe benefits, job security,
promotion and other conditions of work. Extrinsic
motivations are believed to have an immediate and powerful
effect but may not necessarily last long. Extrinsic motivation
is that which is derived from the end to which the job
provides the means. Evidences from the literature shows that
Entrepreneurs are becoming increasingly aware that
motivation increases performance because unsatisfied
employee produce unsatisfactory result which will
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The success of an entrepreneur depends on the ability to
provide a motivating environment for its employee. The
extent to which extrinsic motivational variables such as
salary, job security and promotion can improve
entrepreneurial performance is worth exploring. The impact
of extrinsic motivation atimproving entrepreneurial
performances has not been greatly explored in Nigeria. Most
studies in Nigeria focus on the performance of organizations
and employee motivation especially as it affects financial
incentives as a motivator for workers. (Bergum and Lehr„s,
2004; Jibowo, 2007; ).. It is on the basis of the above
arguments that the study undertakes an Assessment of
Extrinsic
Motivational
variables
Influence
on
Entrepreneurial Performances through the Perspectives of
some selected SMEs in Lagos, Nigeria. The following
research questions were formulated to pilot this study:
 What is the relationship between salary increment and
entrepreneurial performance?
 Des job security have influence on entrepreneurial
performance
 How does workers‟ regular promotion influence their
entrepreneurial performance?
Research Hypotheses
Ho1: Salary increment for workers does not have any
significant relationship withentrepreneurial performance.
Ho2: Job security for workers does not have any significant
effect on their entrepreneurial performance.
Ho3: Regular promotion for workers has no significant
influence on entrepreneurial performance.

2. Literature
Review
Underpinning

and

Conceptual

Theoretical Background
The motivational theories included in this research are
linked to extrinsic motivation to find out what their possible
influence could be on entrepreneurial performances. The
motivational theories that are relevant for this research are
the Equity theory, Expectancy theory and Goal-setting
theory. Robbins (2003) and Adams (1963; 1965, in Harder,
1991) explain that the equity theory is a theory that centres
on perceived fairness of an individual. An employee reflects
on how much effort he has expended and compares this to
what he has got from it. After this individual evaluation of
his input-output ratio, he will compare his ratio to the inputoutput ratios of others, especially the direct peers. If the
employee considers his input-output ratio to be equal to
ratios of other relevant employees, a state of equity exists. In
this situation of equity, the person is seemingly content and
will not act to imbalance the condition (Cosier and Dalton,
2003). Naturally, when an employee perceives unequal
ratios between him and his counterparts, there will be a state
of inequity. Equity theory shows that beliefs, perceptions,
and attitudes influence motivation. Employees are motivated
powerfully to correct situations when there is a perception of
inequity present at work.

On the other hand, Expectancy theory refers to a set of
decision theories of work motivation and performance
(Vroom, 1964; in Ferris, 2007). Perception plays a central
role in expectancy theory because it emphasizes cognitive
ability to anticipate likely consequences of behaviour
(Kinicki et al., 2003). According to the expectancy theory,
individual will be motivated to perform by two expectancies
(Ferris 2007;, Isaac et al. , 2001). The first expectancy is the
probability that the effort put forth will lead to the desired
performance. The second expectancy (also referred to as
instrumentality) is the probability that a particular
performance will lead to certain preferred outcomes. When
the probability of some effort will not be rewarded, the
employee will not be highly motivated to perform a certain
task. External rewards are viewed as inducing motivational
states that fuels behaviours, as opposed to intrinsic
motivators, where behaviours are derived from internal
forces such as enjoyment of the work itself because it is
challenging, interesting, etc. (Isaac et al. , 2001).
In Goal-setting theory, Locke, Shaw, Sarri and Latham
(2008) defined a goal as what an individual attempts to
accomplish; it is the object or aim of certain action. The
basic assumption of goal-setting is that goals are immediate
regulators of human action (Locke et al., 2008). Evidence
from the goal-setting research indicates that specific goals
leads to increased performance and that difficult goal, when
individuals have accepted them, result in higher performance
than easy goals (Locke 1968 in Austin and Bobko, 1985; in
Locke, 2004).
Concept of Motivation
Every organisation focuses on what should be done to attain
high level of performance through its workforce. This mean
giving close attention to how individuals can best be
motivated through means such as reward, incentives and so
on (Armstrong,2006) . Seth (2003) indicated that, motivation
is an internal process that makes a person move toward a
goal. He added that, motivation, like intelligence, can‟t be
directly observed.
Buchanan (2010) opined that, motivation is a decisionmaking process, through which the individual chooses the
desired outcomes and sets in motion the behaviour
appropriate to them. Buchanan (2010) also defined motives
as learned influences on human behaviour that lead us to
pursue particular goals because they are valued. Motivation
can therefore be thought of as the degree to which an
individual wants and chooses to engage in certain
behaviours.
Types of Motivation
Booth (2004) indicated that, motivation is the force that
compels us to action. It drives us to work hard and pushes us
to succeed. Booth (2004) added that, motivation influences
our behaviour and our ability to accomplish goals. Curvin
(2004) opined that, motivation is directly proportional to
productivity. He added that, unless employees are highly
disciplined they won‟t be productive if they were not
motivated. Curvin (2004) continued that, there are many
different forms of motivation and each one influences
behaviour in its own unique way. He explained further that,
no single type of motivation works for everyone and that,
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people‟s personalities vary and so accordingly does the type
of motivation, that is most effective at inspiring their
conduct. Motivation can divide into Internal/ Intrinsic and
External/ Extrinsic.
Intrinsic motivation is done for reasons that are internal to
one‟s self. It is for self-satisfaction and not for the fear of a
consequence. The reward is within the action itself and does
not need external factors to steer behaviour. Extrinsic
motivation comes from external factors and the actions are
done because of what has been said. This means that if we
are told to do something, we do it because of extrinsic
motivation. Introjected motivation also comes from within
one‟s self, but if the action is not done, then the person is
filled with guilt. The main difference between introjected
and intrinsic motivation is the feeling of guilt. As extrinsic
motivation rises, intrinsic motivation decreases because the
person starts to only look for external rewards instead of
working on something for personal satisfaction. There
should always be a combination of both, but in essence, the
person must be able to motivate from within to truly gain
worth or a feeling of self-accomplishment from a task or
goal.
Entrepreneurial Skills and Entrepreneur Development
It should be noted that entrepreneurs are not a well-defined
occupational class of persons. Even obvious entrepreneurs
may exhibit their entrepreneurship only during a certain
phase of their career and or concerning a certain part of their
activities/Entrepreneurial skills compares favourably with
the basic skills required for starting, developing, financing
and marketing business enterprises opined. Furthering this,
entrepreneur is to start and successfully manage a business
in a competitive environment. Studies have been conducted
on the implication of entrepreneurial skills to business
performance. However most of the studies were outside
Nigeria which has its own peculiarities. The relationship
between entrepreneurship skill and Entrepreneurial
performance, using person product moment correlation and
Regression Analysis, shows that out of the four
entrepreneurial skills like business management, financial
management, marketing and record keeping skills, the
business management skill contributed more than others and
that the financial management skill alongside increased the
contribution. There are three fundamental propositions about
entrepreneur skills thus; entrepreneur are successful to the
extent that they have the necessary skills, entrepreneurs
come to entrepreneurship at different level of skills and that
entrepreneurial skills can be developed.
SMEs Growth in Developed and Developing Countries
SMEs have played a key role in the economies of both
developed and developing countries in terms of turnover,
level of employment and serve as a mechanism to fight
against poverty as evidenced in the literature (Akanji, 2006;
Akintoye and Oladejo, 2008; Akande, 2013). SMEs have
been long recognized as an instrument ofeconomic growth
and development. The importance of small and medium
scale enterprises has not been in doubt; unfortunately
classifying businesses into large and medium scale is
subjective and premised on different value judgment.
According to extant literature, the definition vary in different
economics but the underlying concept is the same. Ojo

(2004); contends that the “definition of small and medium
scale enterprises varies according to context, author and
countries”.
Small and medium scale enterprises are certainly not
transnational company, multinational cooperation, publicly
owned enterprises or large facility of any kind. However
they can depend on business and ownership structure to
become a large business unit (Liedholm C and Mead D
(1987),) while it can be argued that 80% of the financing of
SMEs come from owners, friends and families, business
form can take different form including private ownership,
limited partnership, contract and subcontracts, cooperatives
or association ( Akande, 2005; Kozak, 2007). Small and
medium scale enterprises have a narrow context within
which its operation is carried out. However, where it is
effectively operated it has capacity to sprout the economic
growth and national development. Studies have confirmed
that in every economics small and medium scale enterprises
has been seen has a pivotal instrument of economic growth
and development either in developed for developing
economics. (.Ovia, 2000; Ojo, 2004, Asaolu 2004; Akande,
2005; Kozak, 2007; Oladejo, 2008). This claim is also
supported by Adejumo and Olaoye (2012) who explain that
the roles of SMEs in the national industrialization are
eminent; they state further that SMEs contribute
significantly to the Gross Domestic Product (GDP). Various
government arms in Nigeria have made efforts to develop
several policies and programs towards improving Small and
Medium Enterprises (SMEs) activities in the country.
Entrepreneurial Performance
Ogundana (2012) stated that the concept of performance is
used to determine the success of a business entity whether
small or big. In 1999, the organization for economic
cooperation and development (OECD) issued a document
emphasizing that corporations should be run, first and
foremost, in the interest of shareholders. This view of OECD
is justified by two hundred years of research in economy and
finance. It becomes obvious that the financial nature of
performance is preferred. The International Accounting
Standard Board (IASB) conceptual framework specifies that
frequently, profit is used as a measure of performance.
Performance is usually measured in term of earnings,
profitability and dividend. Entrepreneurial performance can
be measured in term of Business size, employment Capacity,
turnover, capital base and profitability. Usually the profit is
calculated as the net of turnover and associated cost.
The Advantages of Extrinsic Motivation
Extrinsic motivation comes from external sources,
motivating you with incentives to boost performance.
Extrinsic motivation carries distinct advantages and different
employees display different motivational characteristics.
Knowing which employees are motivated more extrinsically
can improve individual Entrepreneurial skills.Using extrinsic
motivation in the workplace can allow for a greater degree
of control over operational processes. Extrinsically
motivated employees require closer supervision to keep their
performance high, allowing managers to closely watch and
guide employees while they work. While close supervision
may be intolerable to some, other employees thrive in
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situations where they have constant
encouragement from supervisors.

guidance

and

for workers can contribute positively to their entrepreneurial
performances, while only 4% strongly disagreed with it
Perception of Entrepreneurs on the Influence of Job
Security on entrepreneurial performances

3. Methodology
The study made use of cross-sectional survey design. The
study area was Lagos, Nigeria, Lagos was selected because
is a commercial nerve centre with 2nd largest population in
Nigeria (population Census Report 2006). Also, majority of
registered businesses that could be used for the study were
located in this area. multi-stage probability sampling
technique was used, in which Lagos state was stratified into
three geo political zone (Lagos-East, Lagos-Central and
Lagos-West) from which the sample of various Owner of
small medium scale enterprises(Entrepreneur) was drawn
through the simple random sampling procedure. a sample of
(400) Four hundred SMEs Owner were selected from a list
of 4,535 registered SMEs in Lagos state .(NBS, 2012). The
return rate for completed questionnaire was 78 percent as we
were able to get back 310usable questionnaires out of 400
personally administered to respondents which were
employed for final analysis in this study. Data collected
from the questionnaire were analyzed, summarized, and
interpreted accordingly with the aid of descriptive statistical
technique using simple percentages. A non-parametric
statistical test such asT-test Analytical tool was used to test
the formulated hypotheses.

4. Result and Discussion
Presentation of Result
Table1: Distribution of respondents according to business
sector

Table 3: Job security for workers can contribute positively
to their entrepreneurial performances.
Responses

Freq

Percent

Strongly Agree
Agree
Disagree
Strongly Disagree
Total

14
65
89
142
310

4
21
29
46
100

Valid
Percent
4
21
29
46
100

Cum.
Percent
4
25
54
100

Source: Field study, 2017
Table 3 above shows that 21% and 4% agreed and strongly
agreed with the statement respectively that Job security for
workers can contribute positively to their entrepreneurial
performances,, while 29% and 46% disagreed and strongly
disagreed with the statement respectively.
Perception of Entrepreneurs on the Influence of Regular
Promotion on entrepreneurial performances
Table 4: Regular promotion for workers can contribute
positively to their entrepreneurial performances.
Responses

Freq

Percent

Strongly Agree
Agree
Disagree
Strongly Disagree
Total

16
43
113
138
310

5
14
36
45
100

Valid
Percent
5
14
36
45
100

Cum.
Percent
5
19
55
100

Source: Field study, 2017
Table 4 above shows that 4% and 21% strongly agreed and
agreed with the statement respectively that Job security for
workers can contribute positively to their entrepreneurial
performance, ,while 29% and 46% disagreed and strongly
disagreed respectively with the statement.

Source: Field study, 2017
Table 1 above shows that the highest percentage was 41%
representing businesses that are service oriented, followed
by manufacturing with 35% response rate, while those in
agro-allied was 24%.
Perception of Entrepreneurs on the Influence of Salary
Increment on entrepreneurial performances
Table 2: Salary increase for workers can contribute
positively to their entrepreneurial performances.
Responses

Freq

Percent

Strongly Agree
Agree
Disagree
Strongly Disagree
Total

79
151
68
12
310

25
49
22
4
100

Valid
Percent
25
49
22
4
100

Cum.
Percent
25
74
96
100

Test of Hypotheses
This section deals with statistical testing of the hypotheses
formulated to pilot this study and also interpreting the result
making use of the T-test analysis statistical technique
Table 5: T-test of Hypothesis 1
Ho1: Salary increment for workers does not have any
significant relationship with entrepreneurial performances.
Variables

Frequency

X

FX

X- Ẍ

(X- Ẍ )2

Strongly agree
Agree
Disagree
Strongly disagree
Total

79
151
68
12
310

4
3
2
1
10

316
453
136
12
9170

-73.5
-74.5
-75.5
-76.5

5402.25
5550.25
5700.25
5852.25
22505

Source: Field study, 2017
Mean (Ẍ) = 310/4 =77.5

Source: Field study, 2017
Table 2 above shows that 25% and 49% strongly agreed and
agreed with the statement respectively that Salary increase

T- test calculated =(X- Ẍ )2/fx = 22505
____________

= 2.5

9170
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From Table 5 above, the T-test analysis of the hypothesis
shows that, using 95% significance level, the result of Tcalculated was 2.5 and the T-tabulated at 6 degrees of
freedom is 3.447. Since the T-calculated is lesser than the Ttabulated, we accept the null hypothesis that says Salary
increase for workers does not have any significant
relationship with entrepreneurial performances.
Table 6: T-test of Hypothesis 2
Ho2: Job security for workers does not have any significant
effect on entrepreneurial performances.
Variables
Strongly agree
Agree
Disagree
Strongly disagree
Total

Frequency
14
65
89
428
310

X
4
3
2
1
10

FX
56
195
178
142
5710

X- Ẍ
-73.5
-74.5
-75.5
-76.5

(X- Ẍ )2
5402.25
5550.25
5700.25
5852.25
22505

Source: Field study, 2017
Mean (Ẍ) = 310/4 =77.5
T- test calculated =(X- Ẍ )2 /fx = 22505
____________

= 3.9

5710
From Table 6 above, the T-test analysis of the hypothesis
shows that, using 95% significance level, the result of Tcalculated was 3.9 and the T-tabulated at 6 degrees of
freedom is 3.447. Since the T-calculated is greater than the
T- tabulated, we reject the null hypothesis that says job
security for workers does not have any significant effect on
entrepreneurial performances. We therefore accept the
alternative hypothesis.
Table 7: T-test of Hypothesis 3
Ho2: Regular promotion for workers has no significant
influence on their entrepreneurial performances.
Variables
Strongly agree
Agree
Disagree
Strongly disagree
Total

Frequency
16
43
113
138
310

X
4
3
2
1
10

FX
64
129
226
138
5570

X- Ẍ
-73.5
-74.5
-75.5
-76.5

(X- Ẍ )2
5402.25
5550.25
5700.25
5852.25
22505

Source:Field study, 2017
Mean (Ẍ) = 310/4 =77.5
T- test calculated =(X- Ẍ )2 /fx = 22505
____________

attached to it. This is in line with equity theory which
emphasizes that fairness in the remuneration package apart
from the financial incentive tends to produce higher
performance from workers. The findings also agrees with
the work of Berjum et al (2004) which showed that subjects
who received individual incentives based on choices
performed better than those who do not receive, and workers
exhibit productive work behaviour when rewards were made
contingent upon performance.
The second and third hypotheses which state that job
security for workers does not have any significant effect on
their entrepreneurial performance and regular promotion for
workers has no significant influence on their entrepreneurial
performance respectively were rejected. This indicates that
job security for workers, coupled with their regular
promotion in their work places are very strong factors that
propel the workers to put in their very best to the growth of
the organisations they work for.Based on the foregoing, it
can be said that it is pertinent for employers of labour to
incorporate a worker-friendly policy apart from salary
increase into their organisational policy statement so as to
induce their employees to perform well on the job. In other
word, the relevance of motivational factors depends not only
on its ability to meet the needs of the employees, but also
that of the organization as well.

6. Conclusion and Recommendations
Based on results obtained from the hypotheses, it can be
concluded that the effect of extrinsic motivation on
entrepreneurial performance is of paramount importance to
the success story of any organization, and in order to meet
up with the current dynamic rate of the business trends,
Entrepreneurs should try as much as possible to adopt good
and positive motivational techniques to increase the morale
of the workers towards better performances. In line with
this, it is recommended that Entrepreneurs should try as
much as possible to adopt good and positive motivational
techniques to increase the morale of the employee towards
business performance.
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