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Business skills training programs increased microentrepreneurs’ use of business best practices, but in most cases, there were no

significant changes in their profits. Alternative programs that are tailored to participants’ needs or foster an entrepreneurial

mindset have shown more promising results than traditional programs.
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Summary

Microentrepreneurs, defined as individuals who own a business with five or fewer employees, from low-and middle-income

countries often do not implement the practices that are more common in small businesses in high-income countries. [1] Business

training programs have typically taught broadly applicable skills intended to help microentrepreneurs start and sustain a

business. While curricula may vary, traditional programs include modules on financial management, marketing, and accounting.

A review of 22 randomized evaluations shows that being offered business skills training often increased learning or use of some

business practices, but this did not always translate to significant increases in profits.1 There are several theories for why

microentrepreneurs improved their business practices without significantly increasing profits under traditional business training

programs.

One is that profits actually did increase, but the nature of the research designs meant that even substantial improvements could

not be separated from chance. Business profits are incredibly volatile, and many of the studies had relatively small samples,

making it difficult to separate any increase in profits from improving business practices from all other reasons business profits

change over time. [2] Beyond new studies with larger sample sizes, one way to address this challenge in future research could be
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to pool samples and analyze results across studies through a meta-analysis.

A second theory is that these programs did not teach the most relevant skills for the ever-evolving set of challenges

microentrepreneurs face. This may explain why customized courses or those that teach easy-to-apply skills have more frequently

led to increases in profits.

Finally, another theory is that business training programs did not adequately address other significant barriers, like financial or

gender-related constraints. This theory is supported by evidence that combining business training with cash grants or credit often

increased profits. Future research should also test promising alternative approaches that combine training with programs that

also relax other constraints.

Supporting evidence

Microentrepreneurs applied some of the practices they learned from business training programs2 at first but often

reverted back to old practices over time. In six studies [3], [4], [5], [6], [7], [8], microentrepreneurs adopted business skills into

their routines in the short run, but over time, they reverted back to prior practices.

In Kenya [7], among those invited to four, two-hour training courses, 86 percent of microentrepreneurs kept formal records, an

increase of 19 percent compared to those who were not trained, though these effects faded four months after the course.

Six months after receiving ten hours per month of one-on-one training over the course of one year, entrepreneurial tailors in

Ghana [4] increased their management practice score, the proportion of recommended practices they reported using, by 5.7

percentage points, against a baseline average of 40 percent. However, the tailors reverted back to their prior business practices

after one year.

It may take time for entrepreneurs to adopt, apply, and translate newly learned practices into improved business outcomes.

However, when entrepreneurs continued to use recommended practices, increases in profits were not guaranteed. In Sri Lanka,

microentrepreneurs who were offered an all-day, week-long course in general accounting, marketing, and financial management

skills increased their use of new business practices up to two years later, but business owners did not see improvements in their

profits. [3]

Business training programs teach a broad set of general skills that small-scale microentrepreneurs may not perceive to

be useful or applicable to their business.The programs tested in these 22 studies emphasized skills related to broad business

principles like record-keeping, accounting, financial management, and marketing. While a separate review of five evaluations, 3

found that consulting and business training for larger firms improved best practices and increased business profits, these skills

may be less appropriate for the size, scale, or maturity of microenterprises.

For example, in the Dominican Republic [9], some microentrepreneurs were invited to attend a classroom training once a week

for six weeks on standard accounting practices (e.g., expense report writing, inventory management, and investment planning).

Microentrepreneurs with low use of business best practices, low interest in learning accounting practices, or low education levels

before the program did not use the skills taught or improve their revenue after attending the training. This suggests that the

training content may have been too broad for the maturity and scale of the business at the time of the program.

Training programs that are delivered one-on-one, tailored to participants’ needs, teach easy-to-apply skills, or go beyond

traditional curricula to foster entrepreneurial mindsets seem to increase microentrepreneurs’ profits more frequently

than traditional programs. Microentrepreneurs invited to these programs varied across a range of personal and professional

characteristics that affected their initial skill levels and information needs. For example, in Ghana [10], , a majority of

microentrepreneurs studied as an apprentice for at least three years and had been operating his/her business for almost

fourteen years prior to training. In Sri Lanka [3], , about half of the participants were looking to start a new business. Similarly,

participants’ education levels varied. For example, more than 70 percent of participants in Ethiopia had completed secondary
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school or higher education [11], , whereas microentrepreneurs in Pakistan had, on average, 3.9 years of schooling [12].

Eleven studies [4], [6], [7], [8], [9], [11], [13], [14], [15], [16] tested innovative training components, including soft skills (like

fostering an entrepreneurial mindset of personal initiative), technical assistance or consulting services, and one-on-one

mentoring with an experienced entrepreneur from the same industry who provided specific knowledge and advice on how to

respond to changes in the local market. These program innovations were industry-specific or tailored to the microentrepreneur

and his/her enterprise and often led to improvements in business practice use and profits.

In Togo [13], microentrepreneurs were invited to a psychology-based training program that aimed to foster an entrepreneurial

mindset with an additional four months of mentorship. Those who were invited to the training increased their implementation of

business practices by 5.4 percentage points and their profits by 30 percent relative to the comparison group 2.5 years after

training.

In a similar study in Jamaica [6], microentrepreneurs who were offered personal initiative training but did not receive mentorship

improved their profits after three months, but effects faded after one year. This result suggests that including one-on-one

mentorship alongside personal initiative training in Togo could be the reason microentrepreneurs experienced more lasting

improvements.

Teaching microentrepreneurs improved practices may be insufficient to spur growth if they face additional barriers like

financial constraints and restrictive social or cultural norms. More research is needed to examine other barriers to

growth. Four studies [3], [4], [5], [17] tested the effects of simultaneously relieving financial constraints with cash grants or loans

and teaching business best practices. These programs increased profits in the short run, but in two cases, effects differed for men

and women.

When female business owners in Sri Lanka [3] were offered a cash grant worth LKR15,000 (US$129) upon completing a business

training program, their profits increased three to eight months later, though this effect faded after two years.

In Uganda [17], microentrepreneurs were offered a loan of US$180–$220 alongside traditional classroom training. Male

entrepreneurs reported 54 percent higher profits, but the profits of female microentrepreneurs did not change.

In Tanzania [5], the combination of business training and a cash grant led to increases in profits for male microentrepreneurs of

up to 54 percent but had no effect on women, whereas neither the business training nor the grant offered separately improved

profits for men or women.

In addition to credit constraints, women may face other barriers more acutely; for example, there may be social barriers that

restrict women’s ability to use new skills or an influx of cash. In three studies [5], [12], [18], , women learned and tried to

implement new practices in their businesses, but they faced other barriers to profitability. Across four studies, women reported

social norms [12], , cultural restrictions [18], , and domestic obligations [5], [17] as key barriers to their ability to use the skills and

grow or start their businesses.

Business skills training programs were well attended initially, but over time, participants dropped out and did not

complete the full course, making it difficult to discern whether teaching business skills to microentrepreneurs can

increase profits. In sixteen studies [3], [5], [6], [7], [8], [10], [13], [14], [15], [16], [17], [18], [19], [20], [21], [22], , initial

attendance was relatively high, ranging from 65 percent [22],  to 89 percent [21] of invited microentrepreneurs attending at least

one class, helping to explain the increased use of new business practices.

However, the number of participants who completed the programs decreased in six studies [5], [6], [8], [15], [19], [22], .
Participant dropout may help to explain why researchers did not see changes in profits; the program ceased to be measurable, as

microentrepreneurs were no longer receiving the program and were not being taught new skills. Low participation could be

because microentrepreneurs did not understand the benefits of training [15], , may have wrongfully judged the trainings as not



useful [9], , or found them to be too time-consuming [11].
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