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Introduction

In the past 2 decades, researchers, practitioners, and policymakers have made a strong
case for the proliferation of anticorruption strategies at the organizational level, emphasizing
the critical role of private sector actors in combating corruption and promoting socioeco-
nomic development (Calderon, Alvarez-Arce, & Mayoral, 2009; Luo, 2005; Sartor &
Beamish, 2020). Indeed, corruption is a negative phenomenon that impairs how entrepre-
neurship is leveraged in the economy (Anokhin & Schulze, 2009; Boudreaux, Nikolaev, &
Holcombe, 2018; Dutta & Sobel, 2016), costing the world economy 3.6 trillion USD annu-
ally (Schuler, 2018). Corruption is costly (Castro, Phillips, & Ansari, 2020) because it inhib-
its production choices (Kong, Wang, & Wang, 2017), reduces innovation (Xu & Yano, 2017),
and inhibits or delays needed investments (Doh, Rodriguez, Uhlenbruck, Collins, & Eden,
2003; O’Toole & Tarp, 2014) and organizational growth (Fisman & Svensson, 2007). Given
the negative effects of corruption (Dutta & Sobel, 2016; Eddleston, Banalieva, & Verbeke,
2020), it would be ideal for entreprencurs to develop strategies to resist corruption.
Organizations resist corruption by resisting legal and economic sanctions, reputational dam-
age, legitimacy threats, inefficiency, and competitive disadvantage (Azim & Kluvers, 2019).
Furthermore, organizations’ strong anticorruption efforts enhance their access to external
funds and innovative capabilities (Xu & Yano, 2017). Nevertheless, despite the strong busi-
ness case for anticorruption efforts at the organizational level (Koessler & Lambert-
Mogiliansky, 2013), questions remain as to whether local entrepreneurs who operate small
and medium enterprises, as well as newer organizations, can resist corruption in corrupt
environments.

Defined as “the misuse of authority for personal or organizational gain” (Ashforth &
Anand, 2003, p. 2), corruption is often interpreted as a normative institutional pressure (Eden
& Miller, 2004) that existing and new organizations must respond to (Rodriguez, Uhlenbruck,
& Eden, 2005; Ufere, Gaskin, Perelli, Somers, & Boland, 2020). Studies have argued that
local entrepreneurs are likely to be so embedded in their “corrupt” cultures that they are less
likely to find alternatives to act otherwise (Qian & Sandoval-Hernandez, 2016). Unlike their
multinational enterprise (MNE) counterparts, which face multiple sets of expectations and
norms (Liu, Al Asady, & Fu, 2020; Spencer & Gomez, 2011), and are presumed to have the
flexibility to exercise organizational control (Hauser & Hogenacker, 2014), local entrepre-
neurs are predominantly expected to conform to corrupt demands (Ashforth & Anand, 2003;
Castro, Phillips, & Ansari, 2020; Kistruck, Webb, Sutter, & Bailey, 2015; Persson, Rothstein,
& Teorell, 2013). This corruption expectation is particularly strong for newcomer entrepre-
neurs, whose ventures tend to be small and typically lack slack resources, formal structures,
and legitimacy (Acheampong & Rand, 2023; Dwibedy, 2022). They are thus assumed to lack
the capacity to resist corruption pressures (De Jong, Tu & van Ees, 2012; Svensson, 2003)
and become entrapped (Mohammad & Husted, 2021).

Recent scholarship on organizational corruption resistance has been instrumental in chal-
lenging the assumption that local entreprencurs lack the agency to resist widespread corrup-
tion. This scholarship has shown that organizations can control corruption in their operations
(Lange, 2008). For example, despite facing pervasive corruption in Bangladesh, the region’s
leading microfinance bank has successfully instituted policies and practices that deter cor-
ruption at the organizational level (Azim & Kluvers, 2019). Motivated by their values and/or
the benefits of resisting corruption, organizations that resist corruption tend to focus on
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building organizational structures, cultures, and systems that limit the situations in which
corruption typically occurs within organizations (Azim & Kluvers, 2019; Cuervo-Cazura,
2006; Liu, Al Asady, & Fu, 2020; Velamuri, Venkataraman, & Harvey, 2017). Through
mechanisms like organizational policies that promote transparency, fairness, clarity, and ethi-
cal standards among their members, organizations can enhance their capabilities to promote
ethical behavior and/or minimize malfeasant behavior among their members (Azim &
Kluvers, 2019; Koessler & Lambert-Mogiliansky, 2013; Luo, 2005).

Despite their strengths, these few studies have mainly focused on corruption control within
large organizations (local or international). Unlike new businesses (typically small), large
organizations usually have the resources, formal structures, and legitimacy to resist corruption
pressures (Azim & Kluvers, 2019; Luiz & Stewart, 2014; Luo, 2005). However, larger orga-
nizations’ anticorruption mechanisms do not work well for newer businesses (United Nations
Industrial Development Organization [UNIDO] & United Nations Office on Drugs and Crime
[UNODC], 2012). Thus, there is a gap in our understanding of how entrepreneurs of new
ventures can resist corruption. Filling this gap is critical because over 90% of businesses glob-
ally are micro, small, and medium enterprises (World Trade Organization [WTO], 2022).

Crucially, this research stream has also insufficiently considered an organization’s reli-
ance on other organizations—namely, interdependence (Casciaro & Piskorski, 2005)—which
is critical for new organizations as entrepreneurs seek to acquire necessary resources for their
firms’ survival (Warburton, 2013). Despite scholars acknowledging the influence of external
environments on corrupt organizational action (e.g., inefficient public services, the influence
of informal institutions, and lack of market access), extant corruption resistance mechanisms
emphasize building organizational structures and cultures that reduce corruption among
employees (Azim & Kluvers, 2019; Luo, 2005). Specifically, the literature has focused on
intraorganizational tactics, such as having organizational policies, implementing internal
controls, and offering anticorruption training to employees (Azim & Kluvers, 2019; Hauser,
2019), but without a holistic strategic approach to understanding these tactics, we only have
a limited perspective of what happens as entreprencurs and organizations resist corruption
(Koessler & Lambert-Mogiliansky, 2013). Additionally, the role of entrepreneurs in anticor-
ruption efforts tends to be understated. Instead, the literature has centered on organizational
architecture (i.c., structures, cultures, and systems; Luo, 2005) as having a unidirectional
impact on organizational members’ behavior. While this may be true in established organiza-
tions, newer organizations depend heavily on their founders’ personal value systems (Morris,
Schindehutte, Walton, & Allen, 2002; Shepherd, Breugst, & Patzelt, 2023). In newer and
smaller firms, entrepreneurs can develop structures and cultures that influence venture mem-
bers and interfirm interactions. Therefore, it is essential to understand the resource and social
exchange dynamics between entrepreneurs and the entities they interact with, to better under-
stand entrepreneurs’ responses to corruption, including their efforts to resist (see Cuervo-
Cazurra, 2016).

To address these gaps in the literature on corruption resistance, this study focuses on the
decisions and actions of individual entrepreneurs operating new local organizations in the
context of endemic corruption. Given the difficulties entrepreneurs face in the context of
endemic corruption, we ask why some entreprencurs try to resist corruption, how they do so,
and why some are more successful at resisting corruption than others. We conducted 37 inter-
views with entrepreneurs and informants from the public, private, and nongovernment
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organization (NGO) sectors. We adhered to high ethical and data-protection standards,
enabling our participants to feel at ease and to share their experiences candidly. Also, we used
two videos from 2019 and 2020 that incited a debate about corruption and the ensuing social
commentary as supplemental data.

This study shows why, when, and how entrepreneurs of new local organizations (hereafter
entrepreneurs) who are strapped for resources and need legitimacy resist corruption pres-
sures. Our study contributes to the literature by developing a model that considers both indi-
vidual factors (motivations) and organizational factors (resource endowments and available
alternatives) and how they jointly influence whether and how entrepreneurs resist corruption
from interdependent actors. In the context of widespread corruption, we inductively generate
insights into entreprencurs’ motivations to resist corruption and the strategies they employ to
do so. Crucially, we demonstrate that these strategies for corruption resistance depend on
resource dependence dynamics and the social and relational dynamics in corruption
interactions.

Theoretical Background
Entrepreneurs’ Vulnerabilities to Endemic Corruption

Entrepreneurs worldwide tend to be vulnerable to corruption (Palmer & Weiss, 2022),
which is costly to their organizations and the economy (Boudreaux, Nikolaev, & Holcombe,
2018; Fisman & Svensson, 2007; Mauro, 1995). Scholars have emphasized that it is difficult,
if not impossible, for entrepreneurs to operate non-corrupt businesses in contexts where cor-
ruption is prevalent (Castro, Phillips, & Ansari, 2020; Nichols, 2009). Where there is an
ineffective and uncertain regulatory environment (Bardhan, 2015; Coffman & Anderson,
2018; Rose-Ackerman, 1999), corruption may help entrepreneurs create shortcuts to achieve
their goals (Krammer, 2019). However, conforming to corruption in the quest for legitimacy
is contentious and may negatively affect organizations and communities (Boudreaux,
Nikolaev, & Holcombe, 2018). Corruption can threaten a new venture’s internal and external
legitimacy due to its illegal and often unethical nature (Azim & Kluvers, 2019; Rodriguez,
Uhlenbruck, & Eden, 2005). Indeed, corruption can damage the reputation and image of an
organization, lead to punishment by law enforcement, increase the organization’s operating
costs, and magnify the risks and uncertainty of doing business (Luo, 2005). For instance,
corruption increases the costs of starting and operating a business (Anokhin & Schulze,
2009) by increasing the costs of procuring contracts (Castro, Phillips, & Ansari, 2020).

The impact of corruption is disproportionately negative on local small and medium busi-
ness entrepreneurs (O’ Toole & Tarp, 2014). For example, corruption tends to be an additional
business tax (Castro, Phillips, & Ansari, 2020), which can be particularly onerous to entre-
preneurs of new organizations as they often lack bargaining power in exchanges (Svensson,
2003). Indeed, the direct costs of operating in a corrupt environment can be attributed to the
financial costs of engaging in corruption, the opportunity costs, the costs of unproductive
actions, the costs of bureaucratic delays, the costs of avoidance, the costs of engaging in
illegal activities (Doh, Rodriguez, Uhlenbruck, Collins, & Eden, 2003), and the costs of
uncertainty associated with corrupt transactions (Rodriguez, Uhlenbruck, & Eden, 2005).
These costs are burdensome for entrepreneurs who face unique challenges because of their
businesses’ newness and smallness (Acheampong & Rand, 2023), such as connecting
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services to a new store or winning government contracts (Ufere, Gaskin, Perelli, Somers, &
Boland, 2020). Indeed, entreprencurs of new organizations tend to pay relatively more bribes
than managers of established organizations (De Jong, Tu, & van Ees, 2012). Therefore, entre-
preneurs face financial and operational performance pressures in uncertain business environ-
ments that make them particularly vulnerable to corruption pressures (Bucar & Hisrich,
2001). They also often operate in institutional environments where there is only weak deter-
rence against making corrupt payments (Palmer & Weiss, 2022).

While resisting corruption may be difficult for entrepreneurs, it is not impossible. Several
studies have explored individuals’ decision-making when faced with contradicting logics or
institutional complexities (Pache & Santos, 2013; Raaijmakers, Vermuelen, Meecus, &
Zietsma, 2015; Schilke, 2018). For example, Pache and Santos (2013) outlined the possible
responses individuals may resort to when facing competing logics: ignoring, complying,
resisting, combining responses, or compartmentalizing. Other studies, such as those by
Simons, Vermeulen, and Knoben (2016) and Schilke (2018), focused on resistance to envi-
ronmental pressures. Indeed, there is evidence that some local entreprencurs (Vorley &
Williams, 2016) and organizations (Azim & Kluvers, 2019; Velamuri Venkataraman, Harvey
et al., 2017) resist corruption even though the practice is endemic. The following subsections
provide a theoretical background on why and how some entrepreneurs resist corruption.

Why Do Entrepreneurs Resist Corruption?

The motivations that trigger individuals and organizations to conform to (or, by implica-
tion, resist) corruption have been widely explored in the literature. Organizations operating
under pervasive corruption tend to face the conundrum of choosing between the costs of
engaging in corruption, the reputational risk of engaging in corruption, and the business
opportunity at hand (Spencer & Gomez, 2011). Incidentally, scholars have predominantly
described entrepreneurs’ motivations to engage in corruption as rational, based on cost-ben-
efit deliberations (Dickel & Graeff, 2018), where conformity is often seen as part and parcel
of being an entreprencur in their contexts (Ufere, Gaskin, Perelli, Somers, & Boland, 2020).
For example, Vorley and Williams (2016) showed how entrepreneurs in Bulgaria and
Romania could not escape the “devil’s circle” of corruption and were either compliant or
complicit in it. In the absence of efficient formal systems, entrepreneurs are likely to be influ-
enced by informal institutions that are efficient and trustworthy even when they are corrupt
(Tonoyan, Strohmeyer, Habib, & Perlitz, 2010). Moreover, entreprencurs are also influenced
by situational factors, such as the size of the bribe (Carrillo, 2000), time pressure, and the
abstractness of the business code (Rabl, 2011). These factors are predominantly rational.
According to this “rational” perspective, if entrepreneurs perceive corruption as effective and
beneficial in accessing resources or reducing uncertainties, they are likely to engage in it
(Iriyama, Kishore, & Talukdar, 2016). Conversely, if the costs of corruption outweigh its
benefits, entrepreneurs and managers will decide not to engage in corruption.

Remarkably, the literature has overlooked the role of entrepreneurs’ values in corruption
decisions, despite acknowledging that organizations depend on their founders for all deci-
sion-making in their early stages, making these founders’ personal value systems synony-
mous with those of their organizations (Morris, Schindehutte, Walton, & Allen, 2002;
Shepherd, Breugst, & Patzelt, 2023). Although a few studies have shown that the motivations
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driving organizations’ anticorruption efforts can come from their owners’ or top leaders’
values (Azim & Kluvers, 2019; Cuervo-Cazura, 2006; Liu, Al Asady, & Fu, 2020), examples
of how personal values of founders of local organizations influence anticorruption efforts in
their organizations (e.g., Muhammad Yunus of Grameen Bank; Azim, Sheng, & Barutet,
2017) are few and far between. In contrast, some scholars have argued that founders’ entre-
preneurial orientation likely makes them more likely to act corruptly (Karmann, Mauer,
Flatten, & Brettel, 2016), further cementing the idea that entrepreneurs (risk-oriented, proac-
tive, and competitive) are more motivated to engage in corruption than to resist it. In contrast,
larger organizations and multinationals tend to be afforded the flexibility to consider ethical
conduct as good business sense and utilize organizational controls to resist corruption (Azim
& Kluvers, 2019; Hauser & Hogenacker, 2014). For example, MNEs can build zero-toler-
ance cultures that reduce ambiguities and deter corruption (Luiz & Stewart, 2014). In con-
trast, entrepreneurs from contexts where corruption is widespread do not have the same
resources to resist corruption.

Therefore, while we know a lot about what may lead entreprencurs to conform (in this
case, lead them to engage in corrupt practices), we know little about what may lead them to
go against the grain to resist corruption. Accordingly, we need to explore the motives of
entrepreneurs of new local organizations to resist corruption where corruption is endemic.
Entrepreneurs who recognize, discover, or develop opportunities for venture creation
(Gartner, 1985) likely play multiple roles in creating structures, shaping cultures, and coming
up with alternatives to corruption when building their ventures in the context of endemic cor-
ruption. With this background in mind, we ask: Why and how do some entrepreneurs resist
corruption where it is widespread?

How Do Entrepreneurs Resist Corruption?

Most of the literature on corruption resistance has focused on organization-level
dynamics, particularly within larger and more established local and multinational firms.
Furthermore, the strategies organizations employ for corruption resistance tend to be risk
management mechanisms through the implementation of organization-level anticorrup-
tion policies and structures (Azim & Kluvers, 2019; Lange, 2008; Luiz & Stewart, 2014)
that influence the institutional and task environments (Luo, 2005). Overall, this approach
entails building cultures and structures that reduce ambiguities and deter corruption
among organizational members. Organizations can build such cultures through employee
training and development, performance management, and compensation tools to encour-
age ethical behavior (Luiz & Stewart, 2014). For example, they can minimize corrupt
behavior among organizational members by implementing multidimensional corruption
control measures, such as bureaucratic control, punishment, incentive alignment, and
legal and social sanctioning (Lange, 2008).

However, these organizational corruption resistance control measures tend to overlook the
interdependence of organizations as well as the influence of various actors within corrupt
exchange relationships, despite the understanding that corruption occurs within social
exchange interactions to acquire necessary resources for survival (Cuervo-Cazurra, 2016;
Schwartz, 2017; Warburton, 2013). For example, Luo (2005) and Azim and Kluvers (2019)
highlighted the external environment (e.g., inefficient public services, the influence of
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informal institutions, and lack of market access) as a critical influencer of an organization’s
action. Still, the extant understanding of resistance involves constructing an organization’s
“architecture” to minimize corrupt behavior among its members. Organizations, whether
new or established, do not act in isolation but are constrained (or enabled) by their interac-
tions with other organizations (Casciaro & Piskorski, 2005; Pfeffer & Salancik, 2003) and by
social relationships with other actors in their environments (Granovetter, 1985; Uzzi, 1996).
This interdependence means entrepreneurs maintain competitive and symbiotic relationships
with various actors for their ventures’ survival, including relationships with government and
business entities (Aldrich & Fiol, 1994; Hannah & Eisenhardt, 2018).

However, we have only a limited understanding of how an entrepreneur’s interdepen-
dence with others affects their decision to resist corruption. For example, in the Tanzanian
context, entrepreneurs encounter corruption when they seek formal registration and approv-
als from institutions like the tax authority and other government authorities (Mashenene &
Rumanyika, 2014), as well as during customer acquisition—primarily through the tendering
process—in both government and private sectors (Castro, Phillips, & Ansari, 2020). These
interactions are critical sources of external legitimacy and, thus, venture survival. However,
although formal business registration improves access to financial and human capital, it may
also increase a business’s susceptibility to corruption (Kistruck et al., 2015). Considering
entrepreneurial organizations’ interdependence with other actors in their environments, and
informal corruption norms, we need to learn more about how, when, and why entrepreneurs
resist endemic corruption.

Given the scope of these research questions, the limited literature on entrepreneurs’
resistance to corruption, and the challenge of collecting data on corruption at the micro
level of analysis (given its illegality), we chose an inductive research method through
which we generated conceptual categories by constantly comparing the emerging insights
and extant theory.

Methods

Research Context

According to the World Bank, Tanzania is one of the most challenging places to conduct
business globally, ranking 141 out of 190 economies in the “Doing Business 2020 report
(World Bank, 2020). Fragile and bureaucratic institutions, severe government involvement,
overregulation of business, and low levels of trust characterize the Tanzanian business envi-
ronment (Hansen, Langevang, Rutashobya, & Urassa, 2018). Ineffective regulations have
created institutional voids that impede inclusive market participation (Murithi, Vershinina, &
Rodgers, 2019). Additionally, businesses face uncertain regulatory conditions, including
ambiguous standards and volatile changes in policy (Hansen, Langevang, Rutashobya, &
Urassa, 2018), which often burden entrepreneurship and create corruption opportunities
(Mbaku, 2009). Incidentally, it takes 29.5 days to start a business in Tanzania compared to
9.2days in the developed countries that are members of the Organization for Economic
Co-operation and Development (World Bank, 2020). Moreover, 19.1% of Tanzanians active
in the labor force are self-employed in the informal sector, many of whom have cited difficul-
ties formalizing their businesses (United Republic of Tanzania [URT], 2022). As such, cor-
ruption (mainly in the formalizing and business acquisition processes) is cited as a barrier to
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entry for startups and small businesses in the country and a constraining factor for business
growth and regional prosperity (Andreoni, 2017; Mashenene & Rumanyika, 2014; Panga &
Kazungu, 2015). Despite these challenges, Tanzania was one of Africa’s fast-growing econo-
mies before the pandemic (African Development Bank [AfDB], 2021).

More than three million micro and small businesses operate in Tanzania (URT, 2012). Of
all the businesses in Tanzania, 41.6% are engaged in manufacturing activities; 40.4% in
wholesale, retail trade, and repairs; and only 18% in other industries (URT, 2015). Only
51.5% of business establishments in Tanzania are registered, and 77.3% of these are sole
proprietorships, 4.5% are companies, 0.5% are NGOs, 2% are religious institutions, 1.9% are
cooperatives, and 13.2% are public organizations (URT, 2015). Although the entreprencur-
ship literature has considered informal businesses at the fringes of an economy as extra-legal
(Cavotta & Dalpiaz, 2022), this is not the case in Tanzania. The Tanzanian government
acknowledges the informal sector as a significant contributor to its economy (Maziku, 2022;
Mhando, 2018), employing about 29% of its population and 66% of self-employed individu-
als. Nevertheless, the government has tried to institute policies to make it easy for businesses
to formalize to capture tax revenues. Still, informal sector organizations have grown faster
than their formal counterparts (Abdallah, 2017).

Toward the end of 2015, Tanzania elected a new government administration that has been
tougher on corruption: it began increasing convictions, publicly shaming corrupt individuals,
and communicating an intolerance of corruption (Bamwenda, 2018). Compared to the
administrative period between 2010 and 2015, new corruption cases increased by 32%
between 2016 and 2020, corruption convictions increased by 74%, and reported incidents of
corruption decreased by 4% (as shown in Table A2). Indeed, the country’s Corruption
Perception Index, which measures the extent to which business experts perceive the public
sector to be corrupt, improved from 30/100 in 2015 to 38/100 in 2020 (Qorro, 2021;
Transparency International, 2015). Despite these improvements, business corruption contin-
ues to be pervasive and, some have argued, more costly as the people and systems that allow
corruption to prosper remain in positions of power (Misangyi, Weaver, & Elms, 2008;
Rahman, 2019). Indeed, Tanzanian entrepreneurs find pervasive corruption to be one of the
top barriers in their operations (Andreoni, 2017).

Data Collection and Sample

We used purposeful sampling (Nag & Gioia, 2012), selecting entrepreneurs, procurement
professionals, and other informants from the public, private, and NGO sectors in Dar es
Salaam (which contains 66.56% of the nation’s startups, 45.6% of the entrepreneurship sup-
port organizations [Tanzania Startup Association, 2022], and 10% of the labor force [URT,
2022]). We selected entrepreneurs around the major startup hubs in Dar es Salaam and
through personal contacts. Our study focused on entrepreneurs involved in business-to-busi-
ness (B2B) sales of goods or services, a form of business in which corruption is prevalent.
The unspoken cost of customer acquisition for many B2B transactions in the public and pri-
vate sectors (i.e., corrupt payment) is 10%. It was essential to gain multiple perspectives to
explore the similarities and differences across entrepreneurs engaging in the B2B sector. As
such, our respondents included entrepreneurs and buying specialists from industries heavily
monopolized by the government, such as construction, and from industries with more diverse
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buyers, such as information technology (IT) and business advisory. For comparison, we also
interviewed entrepreneurs with experience in business-to-consumer (B2C) sales and some
who operate informally. Most entreprencurial organizations we interviewed were microen-
terprises, employing fewer than five people, including the owners. Only two entrepreneurs
we interviewed had small businesses (5—49 employees), classed as small professional ser-
vices firms. Most organizations in Tanzania are small businesses like these (URT, 2012).

We used semistructured interviews for data collection (Crosina & Pratt, 2019). The uni-
versity research ethics committee and the Tanzania Commission for Science and Technology
(COSTECH) reviewed and approved our research plan and interview guide. We conducted
37 interviews: 21 face-to-face and 16 online via WhatsApp or Skype. Each interview lasted
between 50 and 90 minutes (M = 70) and, when transcribed, all interviews together filled
297 single-spaced pages. Depending on the interviewees’ preference, the first author con-
ducted the interviews in English or Swahili. Swahili is the first author’s native language and
the preferred language of the region. We transcribed the interviews and translated those in
Swahili into English. The first author is fluent in both languages. In 14 cases, the interview-
ees did not consent to be recorded for various reasons, such as concerns over safety (despite
assurances of anonymity and data security). With consent, we took notes during the inter-
views and wrote up accounts immediately after.

We collected data in three rounds from February 2019 to January 2020. The first round
was exploratory: we conducted eight semistructured interviews with eight entrepreneurs
from different industries—construction, IT, communication, manufacturing, medical ser-
vices, professional business services, food and beverage, and horticulture. We also inter-
viewed one operations manager for a construction company. In this phase, we wanted to
select a broad range of B2B and B2C operations in various industries to understand how
corruption manifested in the context. We conducted these interviews remotely through
WhatsApp and Skype. This phase allowed us to test our questions and the feasibility of
our study.

In the second round of interviews, we interviewed 15 entrepreneurs, three procurement
officers from government and private entities, and two managers who were members of ten-
der boards that made buying decisions, focusing on prominent and growing sectors of the
economy. In this round, the entrepreneurs came from construction, I'T, communication, fash-
ion, advisory, learning and development, imports, and food and beverage. We selected the
construction industry because it is one of the most corrupt industries worldwide, particularly
in Tanzania (Chan & Owusu, 2017). The service sector (including information and commu-
nication) has recently been among Tanzania’s economic growth drivers (World Bank, 2024).
Many small and medium-sized enterprises in the country engage in textile and apparel manu-
facturing and trade, including 27.5% of registered businesses (Taifa & Lushaju, 2020; URT,
2015). As a bonus, the entreprencurs we interviewed also had experience in other sectors,
such as imports, food and beverage, and manufacturing. We conducted 16 interviews face-to-
face and four remotely.

Since the entrepreneurs also talked about facing corruption when interacting with govern-
ment agencies in their day-to-day operations, in the third round of interviews, we sought to
explore the Tanzanian regulatory environment from multiple formal and informal perspec-
tives. We interviewed two entrepreneurs with informal businesses, three members of tender
boards from private, public, and NGO sectors, and one advisor to entreprencurs from a large
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microfinance firm. We also sought insights from regulators by interviewing informants from
the Prevention and Combating of Corruption Burecau (PCCB) and the Tanzania Revenue
Authority (TRA). One interview was conducted remotely, and the rest were face-to-face.
Except for the two entrepreneurs, these interviewees also had a university education and
consistently mentioned corruption as a pain point for entrepreneurs.

Our sample (detailed in Table A2) included two nascent entrepreneurs from organiza-
tions less than a year old, 16 entrepreneurs from organizations between 1 and 5 years old,
and six entrepreneurs and one operations manager from organizations between 6 and 8
years old. These can be considered new ventures (McDougall, Robinson, & DeNisi, 1992).
We also had one entrepreneur whose informal business had been operational for over 10
years. We conducted additional interviews with procurement officers and members of ten-
der boards to understand the demand side of the equation because, in the first-round inter-
views, the entrepreneurs identified procurement as one of the critical areas where they face
corruption demands. Seventeen of the entrepreneurs we interviewed were between the ages
of 25 and 35, seven were between 36 and 45, and one was over 45. Most entrepreneurs
were also well educated, having at least a university degree. Nine entrepreneurs had less
than 5 years of professional experience at the time of founding their businesses, seven
entrepreneurs had between 5 and 10 years of professional experience, five had 11 to
15 years of professional experience, and four had more than 16 years of professional expe-
rience at the time of founding their businesses. Of the 25 entrepreneurs, only four had no
other professional experience besides entrepreneurship. On average, entrepreneurs in the
Tanzanian startup ecosystem have at least 5.4 years of professional (technical) experience
in 1.6 companies before starting their businesses. Still, only 35% had prior business experi-
ence (Mulas, Qian, & Henry, 2017).

Our interview guide for entrepreneurs covered six themes: entrepreneurial identity, entre-
preneurial context, the entrepreneurs’ experience entering the market, the nature of corrup-
tion, the use of anticorruption strategies, and gender-related issues. We asked broad questions
about these interviewees’ entrepreneurial journeys, motivations, industries, challenges, and
successes, as well as more specific questions about what they considered corruption, how
they responded to corruption, and the reasons underlying their responses.

Our interview guide for buyers (procurement officers and tender board members) covered
the buyers’ role and identity, the buying context, the buyers’ experience and criteria for
selecting providers, the impact of anticorruption strategies, and gender-related issues with
corruption.

In the interview with the TRA official, we asked about the official’s opinions about the
media complaints about the TRA and corruption, Tanzania’s regulatory environment, whether
they believed this environment was conducive to entrepreneurship, and whether things were
different under the current “stricter anticorruption” government. Although this official did
not consent to be recorded, they were still open about their opinions and experiences (we
suspect they were more relaxed because we were not recording the interview).

In our interview with the advisor for entreprencurs, who worked as a learning and devel-
opment manager for a microfinance organization that trained entrepreneurs before they
received microfinance loans, we sought insights into the business environment, challenges
for entrepreneurs, and the business of corruption. Given the advisor’s experience as a consul-
tant for entrepreneurs, we had access to more general perceptions of entrepreneurship in
Tanzania.
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The interview with the PCCB official was more challenging since we walked into their office
to request an interview rather than contacting them through personal contacts. At first, the offi-
cial was suspicious, but they eventually agreed to be interviewed. We discussed the PCCB’s role
and mandate, the organization’s overall activities and challenges in executing anticorruption
strategies, the extent of business corruption, and the strategies’ effectiveness in reducing it.

We collected and analyzed data until we reached theoretical saturation—namely, when
our concepts were sufficiently well developed and we believed we had achieved considerable
depth in our theorizing through the data we had collected (Corbin & Strauss, 2015). At the
end of the three rounds, we had interviewed 25 entrepreneurs, eight buyers, two regulators,
one operations manager, and one advisor for entreprencurs. Despite our efforts, we managed
to interview only six women entrepreneurs and four women procurement professionals. This
low gender representation is mainly because men dominate both professions. For example,
77% of startups in Tanzania are owned by men, 17% are owned by women, and 6% are co-
owned by men and women (TSA, 2022). A detailed list of our interviewees can be found in
Appendix A.

Building Trust

Given the illegal and often secretive nature of corruption and the political climate at the
time, we adhered to high ethical standards for data protection. The anonymity of our infor-
mants was an essential aspect of our study to ensure openness and honesty in our interviews
(McDonald & Eisenhardt, 2020). The ethics committee proposed countermeasures to ensure
data, participant, and interviewer safety, including using verbal consent, password protecting
interview data, and using devices not connected to the internet for recording purposes. To
ensure anonymity and to safeguard the privacy of our participants, we approached our infor-
mants directly through our contacts or local business associations and hubs supporting entre-
preneurs in Dar es Salaam, the business capital of Tanzania. We avoided finding informants
through official organizational channels to safeguard our participants’ privacy. We conducted
all the interviews individually—with just the interviewer and interviewee—to create a more
comfortable atmosphere for participants to share their experiences. Before meeting any inter-
viewees, we prepared an interview guide, and discussions between authors allowed us to
avoid leading questions. For confidentiality, we used pseudonyms.

In our inductive theorizing, we also conducted member checking (Carlson, 2010; Crosina
& Pratt, 2019) with five participants. We sent them our initial findings and discussed the
results, and they gave their feedback and thoughts about our interpretations and proposed
models. This included discussing whether the identified resistance tactics represented what
entrepreneurs generally did in the field. The five participants were representative of the inter-
viewees and understood and communicated in English to discuss the findings in depth. This
process allowed us to validate our interpretations of the data and the findings that led to our
theoretical framework.

Archival Data

Although the measures we took in the interview process allowed us to collect data we
could trust, we also used archival sources to complement and validate our data. Specifically,
we reviewed annual reports from Tanzania’s PCCB, various government documents and
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statistics, news articles, and social media reports and discussions about corruption in
Tanzania. We were particularly interested in two viral videos and subsequent social media
discussions. The first viral video included the story of Ramadhani Ntunzwe (Azam TV,
2019), who blew the whistle on TRA and police corruption to the prime minister of Tanzania,
Kasim Majaliwa, during a meeting with members of a business association and lobby orga-
nization on February 28, 2019. This meeting was live-streamed on YouTube, television, and
radio outlets. Ntunzwe’s viral video clip (14:14minutes; 2.5 single-spaced pages of tran-
script) sparked considerable debate on social media. On the Azam TV News Facebook page,
the video had 372,000 views and 952 comments as of August 15, 2022, when we last accessed
the video. In the comment section, various individuals discussed and shared their experiences
with corruption, giving us a rare opportunity to witness a debate on an issue that is often
private and secretive. We also used a follow-up interview (the transcript was two single-
spaced pages) with Ntunzwe on Mwananchi, a Swahili news outlet, generated on June 10,
2019. We translated the transcripts into English (Mwananchi, 2019).

The second viral video (Azam TV, 2020) was that of a businessperson who admitted to the
president of Tanzania why they (and other business owners) paid bribes in a meeting between
the president of Tanzania and business owners who were members of the Tanzania National
Business Council (TNBC) held on June 7, 2020, which was live-streamed online and through
TV and radio stations. The shock factor of this person’s admission in front of a feared presi-
dent sparked another interesting debate online. The video (7:20 minutes; 1.2 single-spaced
pages of transcript) had 182,000 views and 410 comments on the Azam TV Facebook page.
We transcribed and translated the viral video. Although we did not use the entire meeting
footage or the resulting social media comments directly, they helped validate our interviews.
We opted to exclude corruption scandals featured in the news because they frequently involve
political elites (Gray, 2015) implicated in grand corruption, including state capture and the
embezzlement of public and development funds (Brazys, Elkink, & Kelly, 2017), often with
impunity (Kapinga & Gores, 2020).

Data Analysis

As is characteristic of grounded theory, our analysis was iterative: we moved between our
data and emerging insights, reviewing our codes and emergent model after each round of
interviews and going back and forth between our emerging model, the data, and the litera-
ture. However, below, we linearly present our process of creating first-order codes, second-
order themes, and aggregate dimensions, consistent with Crosina and Pratt (2019).

First-order categories. We created first-order categories using informant-centered codes
for questions of when and how the entrepreneurs resisted corruption (Gehman et al., 2018).
We iterated between our data and emergent categories and themes until we could no longer
create new categories. We ended up with 18 codes that outline the variables of a corruption
response. We kept modifying our first-order codes even as we created second-order themes.
For example, we merged time, information, money, and legitimacy leverage as “resource
endowments.” Ultimately, the 18 codes leading to corruption are further linked to five first-
order codes. For the question of how resistance happened, we outlined 29 mechanisms for
corruption resistance that we later grouped into 12 resistance tactics.
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Second-order themes. We continuously compared our first-order categories to under-
stand the similarities, differences, and relationships and grouped them into second-order
theoretical themes with specific descriptive elements. First, we looked at where corruption
happened. Based on the data, we split corruption into three interaction points: formaliza-
tion, regulation, and customer acquisition. Then, we analyzed the relationships between
the entities, motives, and actions at each point of interaction. We employed memos and
diagrams to change informant-centered codes into more theoretical language (Corbin &
Strauss, 2015).

Second, we analyzed how the entreprencurs responded to corruption. In this analysis,
we separated the entreprencurs and buyers/others and categorized the entreprencurs into
three groups: compliant, sometimes resistant (relativists), and always resistant (absolut-
ists). We matched how the different variables we identified led to specific responses. We
made comparisons within and between groups. We mapped out the instances when the
entrepreneurs engaged in and resisted corruption. At this point of our analysis, theoretical
themes related to resource needs, leverage, and transactional and values-based motivations
emerged as critical factors for engaging in corruption. We coded the combination of
resource endowments and alternative paths to success as leverage in exchange interactions
involving corruption.

For how the entrepreneurs resisted corruption, we grouped the tactics into strategies.
While in the first-order categories we listed the tactics as the entrepreneurs mentioned them,
in this part of the analysis we explored how each tactic worked, what it was meant to fix or
achieve, and if it had any shortcomings. For example, tactics for resistance, such as using
professionals to meet compliance requirements and minimize information asymmetry, often
provide opportunities for bribe solicitation when working with regulatory agencies. We
grouped these tactics into the resistance strategy theme. Theoretically, we consider a strategy
a “pattern in a stream of actions” (Mintzberg, 1987, p. 12). During our analysis of the entre-
preneurs’ actions to resist corruption, it became clear that they deployed these actions or
strategies based on who they were interacting with. Considering these multiple levels of
engagement, we condensed the first-order resistance tactics into five second-order organiza-
tion-level strategies and five second-order agent-level strategies to resist corruption.

Aggregate dimensions. We collated our second-order theoretical themes into more
abstracted aggregate dimensions, which form our grounded theoretical framework (Corbin &
Strauss, 2015). In this analysis phase, we compared and contrasted the second-order themes
with our emergent aggregate dimensions while following our guiding questions of when and
how the entrepreneurs resisted corruption. We also iterated between our emerging findings
and existing theory (Soderstrom & Weber, 2020). For the question of when the entrepreneurs
resisted corruption, we compared the resource needs, leverage in exchange interactions, and
motivations for both the resistant and compliant groups of entrepreneurs, which led us to
the aggregate dimensions of capability and motivations as the conditions for entrepreneurs
to select resistance as a strategy. Using the identified themes, we also linked and compared
emergent organization-level and agent-level resistance strategies to how the entrepreneurs
resisted corruption. In analyzing the strategies, we examined each strategy’s leverage to
abstract the strategic orientation. We define strategic orientation as the comprehensive direc-
tion or broad outline of the entreprencurs’ strategies (Chaganti & Sambharya, 1987).
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Findings
Motivations to Resist Corruption

In our data, the entrepreneurs we interviewed shared the frequency with which they
resisted corruption—whether they resisted corruption periodically, all the time, or not at all.
The never-resistant (or compliant) and always-resistant entrepreneurs tend to hold strong
beliefs about corruption in business, with the former believing that corruption is inevitable
and the latter believing it must be avoided at all costs. However, most entrepreneurs are rela-
tive resisters—somewhere along the spectrum between conformity and resistance. They
decide whether to conform to or resist corruption based on various motives (also depicted in
Table 1). We explore these motivations in the following paragraphs.

Transactional resistance motivations. Some Tanzanian entrepreneurs engage in cost-
benefit deliberations when deciding whether to resist or conform to corruption demands. The
function of corruption in uncertain regulatory environments is to reduce these uncertainties
and the costs associated with them. Some entrepreneurs we interviewed noted that resistance
to corruption may have a higher transactional value than corruption. As such, these entre-
preneurs’ resistance decisions are driven by the determination that “corruption is too costly”
or “resisting corruption is rewarding to their business.” Below, we provide an example of
the former, whereby the entrepreneur of a marketing/communication organization explained
how the unreasonable costs of kickbacks led them to resist corruption:

Obviously, though, kickbacks are a big part of the tendering process, but sometimes you can
find unrealistic demands. For example, you find someone asking for a 10% commission on a
job that has 5% profit, which is more expensive than what you would make. . . . I think you
just have to be okay with the no’s because, at some point, you either have to say no or operate
on a loss. (I17)

Determining whether the costs are “sensible” can be quite flexible for entrepreneurs. For
example, Entrepreneur 121 explained how they and their cofounders of a marketing/commu-
nication organization decide to accept or walk away from kickback solicitations when ten-
dering for jobs from other businesses.

So, the first thing is the magnitude of the ask. If someone is asking for 1%, you can easily cover
that, and it would have absolutely no impact on the overall big picture. When they are asking for
20%, that’s a different story because you know you practically can’t do a good job. It affects the
whole thing. You can’t deliver, and even if you do, you will deliver substandard work, which will
affect you in getting future jobs. So, in some of those jobs, you just walk away. And sometimes,
it’s maybe the nature of the client—some clients, you know this is a client you are trying to get
in business with, and if you get into this client, there is a lot more work in the future, whereas
another client you can let them go because it doesn’t really matter. (121)

Other entrepreneurs decide to resist because they find it rewarding for their businesses to
do so. For example, Entrepreneur 13 expressed that resisting corruption builds a positive
reputation that adds to the competitiveness of entrepreneurial organizations, especially for
clients who value integrity. Indeed, this entrepreneur told us,
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Avoiding corruption can become a major competitive edge. . . . We don’t have a strategy but
make daily decisions to act a certain way. It is not just with corruption [but] anything that affects
our quality and our core values. For example, sometimes you will get a forensic accounting job,
but the client wants you to come up with specific results that they need. Of course, we say no to
that. (I3)

Since this organization offers forensic audit services that demand high integrity, resisting
corruption and building a reputation for integrity adds to the company’s competitive edge.
Similarly, another entrepreneur with a construction business (I12) noted that they must resist
corruption with specific clients even when solicited because initiating or complying with
corruption could disqualify them from working with them. According to this entrepreneur,
some solicitations may be traps set by clients to test potential providers before working with
them, as indicated in the following statement:

For example, if you hear that the government tender has been announced through the Prevention
and Combating of Corruption Bureau [PCCB] and you try to bribe someone, that is clearly a
trap. But you have clients that naturally, without bribing, you will never get a tender—Chinese
or Indian firms. And they are the ones that are dominating construction contracts. You can’t think
of bribing when you are bidding for church or mosque projects. Those guys would mostly have
fair competition and hire people who qualify. (112)

The above indicates that not all clients require bribes or kickbacks and that corruption is not
always worth it. These findings on transactional resistance motivations suggest that the value
of any particular response depends on whether it facilitates the focal business’s survival.
When the benefits of resistance outweigh the costs or when the rewards of resistance out-
weigh the risks, an entrepreneur is likely motivated to resist corruption.

Values-based resistance motivations. The findings highlight that some entrepreneurs do
not weigh the costs and benefits when deciding how to respond to corruption. For example,
a few entrepreneurs, such as [13 and 124, cited fear of God, due to their religious beliefs, as
motivation to resist corruption. Similarly, entrepreneur 118 explained,

In the cases where I have avoided paying, it has been because of guilt out of my religious faith
perspective. As a Christian, you know that it is a sin. So, depending on my spiritual situation at
the time—if [ were very spiritual at the time, then I would go the hard way and wouldn’t pay a
bribe, and I would feel proud of myself for resisting corruption when I was in the spotlight to
give. (118)

Although Tanzania is a secular state, religion and spirituality play a significant role in the
identities of Tanzanians who subscribe to Christianity, Islam, and/or African spirituality
(Nguyahambi & Kontinen, 2020). Therefore, it is not surprising that religion offers some
entrepreneurs moral guidance. However, this does not mean that individuals who conform to
corruption do not belong to any of these faiths. Interestingly, entrepreneurs who are some-
times motivated to resist corruption because of their faith also mention instances when they
conform to corruption. As such, a religious motivation can be situationally applied rather
than a constant motivation for resistance.
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While some may be motivated by their faith to resist corruption, others are not. Some
entrepreneurs cited values like fairness, integrity, and trust without referring to religion as
motivating their corruption resistance. For example, an entrepreneur of a 2-year-old com-
munication agency who claimed to always resist corruption in their business talked about the
importance of integrity in their business,

If you have a bid, and the bid is public, and I submit just like an innocent bidder, and then the
guy from inside tells me, you have a good chance of getting this if you give me this, that for
me is not fair for other guys who submitted. I don’t get involved with that kind of game. One
of my big, big things is that [ would rather not do business if it means I can maintain integrity.
For me, that’s why the current clients I have come back to me, why people trust me. Trust is a
big thing for me. I want to maintain it. There is very little I can do to go against that kind of
compromise. (I15)

This finding shows that specific values of integrity, fairness, and trust can drive corruption
resistance.

In our data, while some entrepreneurs stated values-based motivations much more strongly
than others (for example, some entreprencurs tied their motivations to their religious identi-
ties by saying, “I am a Christian” or “I am a Muslim”), this did not mean that the same entre-
preneurs do not sometimes consider their transactional motivations; after all, they are also
entrepreneurs. These motivations seem more situational than fixed; however, for a few
respondents, their values overshadow their transactional motives. Nevertheless, the transac-
tional and values-based motivations for corruption resistance (illustrated in Table 1) show
that, despite the endemic nature of corruption in the Tanzanian business environment, entre-
preneurs think about their responses and may be motivated to exercise a level of agency in
their decision-making. Despite the widespread nature of corruption, there are still pull factors
for corruption resistance, such as costs/benefits, risks/rewards, religious beliefs, and the
desire to operate with strong values, that may cause entrepreneurs to go against the grain of
corruption. Many entrepreneurs exhibit situational flexibility in their motivations, evoking
values and transactional factors as triggers for their decisions.

Capability to Resist Corruption

In our data, we noted that not all entrepreneurs who are motivated to resist corruption can
do so. This means motivation, although necessary for resistance, is insufficient to ensure
corruption resistance is feasible for all entrepreneurs. As one entrepreneur (I5) with an IT
business stated, “The stance [to resist] doesn’t always work.” Not every entrepreneur moti-
vated to resist can develop successful strategies to enact their resistance. Indeed, although
entrepreneurs may desire to resist corruption, they are often constrained from doing so by
their conditions and environment. As our findings indicate, entrepreneurs encounter corrup-
tion solicitations from regulators during the formalization or regulatory approval process or
from intermediaries (employees and third-party intermediaries) during customer acquisi-
tion, customer retention, and financing operations. Of these operations, formalization, regu-
latory approval processes, and customer acquisition processes tend to affect new
organizations the most. We summarize the forms of corruption entrepreneurs encounter in
Table 2. Through these processes, entrepreneurs acquire critical resources for venture sur-
vival. Therefore, to resist corruption without compromising their resource needs,
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Table 1

Motivations to Resist Corruption

17

Absolute Resisters (7
Respondents)

Relative Resisters (13
Respondents)

Compliant (5 Respondents)

Motivations;
Values-Based

Motivations:
Transactional:
Cost-Benefit or
Risk-Reward
Deliberations

“We lose a lot of jobs

because of not paying
kickbacks. I bid for one
job in Zanzibar and

I made it to the final
shortlist, however at the
end I lost the tender. . . .
When asked why I lost the
job, they told me, ‘People
want to do business

with you, but they aren’t
getting anything from
you in return.” For me,
if someone brings me
business, I am willing to
give them a commission,
but everything has to

be clear from the very
beginning and you can’t
work within the same
organization, because
that is a clear conflict of
interest.” (13)

“Corruption is a big

problem. But we work
differently because we
have different rules of
engagement—we are
publicly listed elsewhere.
It would be too risky

for us to engage in
corruption, even though it
is hard [to resist]. We lose
a lot of opportunities. We
get few that we are okay
with. But you just have

to create your own thing,
something that works.”

as)

“I would rather succeed

through ways that please
God than through ways
that displease God.
Corruption is a sin. In my
faith [Islam], it is worse
than even murder.” (124)

“I think that’s one of the

things that really made me
uncomfortable. Because
you really go against your
morals, your own values.
In fact, that’s one of the
things that really pushed
me out of that kind of
business to say, let me

do something that I don’t
have to deal with that . . .
but even in this kind of
business, I have actually
encountered someone who
suggested that and walked
away. Because I know
that’s not who I know who
I want to be.” (121)

“If there is an opportunity

to save costs, that’s where
a bribe is. If there is an
incentive to save time,
that’s where a bribe is.
Also, if there is a great
urgency, it depends—on
how quick or prompt

the process should be

and how costly it is. To
minimize costs, you
[may] find yourself
bribing. The cost-benefit
analysis also applies to
corruption: [you do it] if it
benefits you more than it
costs you.” (112)

“When you start your
business, you learn pretty
quickly that things don’t
2o by the book. You can’t
succeed if you want to go
by the book. . . . Even big
business people that are
hailed as heroes started
out in corrupt ways, some
even colluded by big
leaders to become the
rich business heroes that
they are. Good people
get discouraged to start
because of this. It’s tough
to innovate here, in our
business environment, if
you want to succeed, you
have to play rough.” (14)

“[In the road construction
business], the tendering
process is insane. I guess
it is saner to plan for
[corruption] as a cost
of business. I guess you
may succeed without
corruption, but you have
to be determined to do
so and ready to deal
with the consequences,
for example, not getting
projects that you should
have otherwise won or
having to wait for things
that shouldn’t take time.”
an

entrepreneurs must pit their resource needs against any leverage they may use in exchange
interactions, as illustrated below.

Resource needs. According to our data, entreprencurs are constrained by resource needs
when deciding how to respond to corruption demands. For example, in the early phases
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Table 2

Corruption Encounters Among Entrepreneurs

Type of Operation

Solicitor

Example

Customer
Acquisition
Operations

Formalization/

Regulatory
Operations

Third-party
intermediary
colluding with an
employee

Employees from the
focal organization

Entrepreneur

Regulator (employee

from a regulatory
authority)

“Once we heard about a job through a friend we knew.

He said there was a possibility of getting a tender at this
Chinese construction company with a contract we should
apply for, and he would link us. Our friend worked with the
Chinese and that’s how he heard about the opportunity. So,
we prepared our bid and our friend took it. The Chinese site
manager agreed to give us the job under the condition that
in every payment we got, we gave him something so that
he would link us to the people in managerial positions who
would approve our bid, which would be the only way to get
the job.” (112)

“We have worked on projects where sometimes we have
to pay some guy, not a decision maker but the one who
receives the documents and checks if they have been filled
properly—everything may be clear, but they still want tea
money.” (I17)

“I don’t know if this can be called corruption, but I have
sometimes been solicited for a bribe, not from the
government agency, but from procurement departments
(private entities). When there is a bid, say for a website, a
procurement officer would reach out to me saying, oh we
have received your proposal, we liked it, or I liked it. If
push this forward, would you be willing to part with XYZ
for me? So, it’s kind of like a commission of being selected.
That happens a lot; I think that’s very common.” (I15)

“If you are a woman and want to get clients, especially from
bigger offices, some men want to take advantage of you
[i.e., sextortion]. There is a place where I got into trouble
for so long until someone else helped me, and it cost him
his job.” (125)

“When it comes to getting jobs, it’s next to impossible for a
start-up without any jobs to get clients. Most tenders require
you to show you have experience in three similar jobs with
the same value . . . but nothing is impossible if you have
money. You can forge even experience. You just need to
ease and soften people’s hands . . . in awarding tenders.
You must buy up all sorts of people, even ‘clients’ that you
supposedly worked for.” (I10)

“When importing construction materials from outside,
you need several certifications from different agencies
[Tanzania Bureau of Standards, Government Chemist
Laboratory Authority]. Still, they won’t tell you that
information until your shipment arrives, when they reveal
the process. If you follow it, they will tell you that you
have made one mistake or another with your paperwork, to
change it and return it, and then there is always something
else. Still, you are out of time, and there are deadlines,
so people take advantage, and you are forced to get into
corruption or take a setback every time.” (12)

(continued)
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Table 2 (continued)

Example

Type of Operation Solicitor
Entrepreneur
Financing Employee (from an
Operations* organization that
issues grants to
startups)
Customer Retention Employee
Operations (procurement
officer from
a private

organization)

“The process of registration involves many things, but the
first one is cheating. It is difficult for a starting entrepreneur
to meet all the requirements the contractor’s board wants
and make it in the business. To be registered, . . . you have
to have very expensive construction equipment. I didn’t
have those, so I had to find another way. I found someone
with the equipment and asked him to take pictures of the
equipment and present them to the board. The board would
have had to send someone to your site to inspect and verify
that all you have presented is true and legitimate, and that’s
when you need to have an amount that will cool them down
so they can look the other way and stamp your paper.” (110)

“I applied to take part in a challenge that supports start-ups,
and I went through the various stages of the competition
to get some funding until the final shortlist. Someone
from that challenge wanted a bribe of a certain amount or
percentage if [ wanted to win. And they can influence who
gets the funding. So, he sent an email about the shortlist to
everyone. Then he sent me another separate email telling
me he could help me win.” (I13)

“I have been supplying my products to a supermarket for
two years. One day, the procurement officer informed me
she was getting married and asked for a contribution [a
normal thing between close friends, relatives, co-workers,
or neighbors]. Since we weren’t close, I thought it was
absurd, so I didn’t say anything or contribute. I thought if I
contributed to her wedding, then what next? Diapers when
she has a baby? When it was time for the supermarket to
order a new shipment, I heard nothing. When I call her, she
doesn’t pick up the phone. It’s been a month now.” (I1)

*Regarding financing, most entrepreneurs in Tanzania do not qualify for financing from formal institutions. This
means most rely on informal funding sources rather than formal ones (TSA, 2022).

of business formation, most entrepreneurs need legitimacy from formalizing and licensing
organizations to acquire their initial customers. Another entrepreneur, of a communication
agency, spoke about the requirements to secure a contract in their industry,

It’s just harder for someone to start a business and work with different organizations, and most
of the time you would have to use whatever opportunity you get to build up enough [of a]
portfolio because, if you look at all the work that comes out, people want to see what previous
work you have done and the kinds of contracts you have been working on. For example, if I want
to give you a job for 70 million [TZS, approximately 27,000 USD], I want to see that you have
done some work of similar value for me to be comfortable. (116)

Indeed, various entrepreneurs identified unrealistic requirements by B2B customers and
regulators as a trigger for corruption. Corruption happens in exchange interactions when
entrepreneurs seek to acquire resources for their ventures’ operations and survival.
Consequently, when faced with corrupt demands in the quest for resource acquisition,
entrepreneurs also assess the criticality and urgency of those required resources to
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determine their responses. A motivation for resistance alone is not sufficient in making
such decisions. The factors influencing corruption resistance decisions vary between
industries and businesses. For example, before starting their communication agency,
Entreprencur 116 operated a highly regulated food processing business that required certi-
fication from the former Tanzania Food and Drug Authority (TFDA). This certification
represented a critical resource which this entreprencur urgently needed for their business.
Any delays in acquiring this certification would have been detrimental to the business,
making time an essential consideration in the exchange process. As illustrated in the quote
below, the criticality and urgency of the needed resource determined how this entrepreneur
responded to the corruption pressure:

Let’s say if someone from TFDA needs to come and inspect your business for you to operate; if
they don’t come, it kills you. For those, some of the time, you just have to pay [a bribe]. You
can’t say that you aren’t going to do it—you just have to do what you have to do to survive. . . .
If you don’t produce for a day or two or if you have produced but can’t distribute, it can kill you,
because your margins are very small, and you milk everything out of you. (116)

Indeed, bureaucrats use delays to solicit bribes, and entrepreneurs pay “speed money” to
grease the wheels of bureaucracy in their quest to acquire symbols of legitimacy more
quickly. Entrepreneurs also face corruption when seeking financing, such as grants or loans,
and when retaining customers, as seen in Table 2. Therefore, resource needs likely influence
entrepreneurs’ decisions of whether to conform to or resist corruption pressures.

Leverage. Despite the constraints, entrepreneurs with sufficient leverage in an exchange
interaction acquire the necessary resources without succumbing to corruption. This leverage,
we found, is often in the form of entrepreneurial organizations’ resource endowments or
alternative paths to success. One of the critical resources entrepreneurs can possess is infor-
mation/knowledge about processes and procedures. As an entrepreneur of a communications
agency intimated below, information is power, especially when dealing with regulators,

When it comes to challenges when starting, I think one of the biggest is not knowing what you
are supposed to know. . . . Not knowing what taxes you have to pay or what provisional taxes
mean. If you go to TRA, they give you half-baked information so that they can catch you not
knowing when to submit what. You really have to dig deep for this information; it is not
information that you can just easily access. (116)

Working with professionals, such as tax consultants, gives these entrepreneurs a buffer from
corrupt regulators. The same entrepreneur explained,

So far, we have been able to work with professionals, like a tax consultant, but we can do that
now because we have grown. However, the lack of information was challenging and time-
consuming when we started. All kinds of issues are harder to navigate when you start. (116)

This buffering through experts indicates that entrepreneurs need financial resources to hire
tax consultants or other professionals who can bridge the knowledge gap to resist corruption.
For some entrepreneurs, partnering with knowledgeable individuals in their founding teams
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has a similar effect. For example, in an interview with an entrepreneur of an app business
who belongs to a startup hub, the entrepreneur shared that they did not feel pressured to pay
bribes because they were not in a hurry to obtain the organization’s registration and had a
knowledgeable partner to help navigate the corrupt waters of formalization,

But when we started, besides having someone with the knowledge to deal with all government
entities, we were also not in a hurry to get things done. You know, if you want things to be
expedited, you have to give something if you want to get things done. (113)

This entrepreneur has an alternative path to legitimacy. The venture is part of a startup hub,
which likely gives the entrepreneur and their business legitimacy even without formal regis-
tration. Thus, legitimacy from the hub is a crucial leverage point for this entrepreneur in the
face of bribe solicitations. However, not every entrepreneur has the same luxury of time or
an alternative legitimacy source.

For example, Entrepreneur 16, who operates a polyclinic, described how they felt com-
pelled to pay a bribe to regulators to speed up the processing of the license needed to start the
clinic because there were no alternatives to the license or other approvals required from the
Ministry of Health. Moreover, there are no alternatives to expedite the Ministry’s process. As
Bardhan (2015) stated, bureaucratic delays are a significant driver of corruption. However,
we note that it is not just bureaucracy or the greed of bureaucrats (which, in this case, com-
pelled the entrepreneur to succumb to corruption) that is the problem. The lack of alternatives
for entrepreneurs to reach their goals within this bureaucratic system also makes resistance
nonviable for them. If there were alternative inspectors or license providers or even an alter-
native process whereby they could pay for an expedited inspection, this entrepreneur would
have had a chance to resist corruption. Therefore, even when bureaucracy may be necessary
(e.g., for consumer protection), resistance could be possible if alternative paths to success are
provided.

Regarding customer acquisition and retention processes, an entrepreneur of an advisory
organization told us that despite the highly corrupt tendering process, they find it easier to
resist corruption solicitations from clients when they have a vast pool of potential clients to
choose from. This entrepreneur explained,

There are cases where we bid for an assignment, and we can read that these people are looking
for something, and immediately when we see that, we really don’t care; we just give up.
Sometimes, we get contracted, but when they find out you are not ready to give them anything,
they terminate you. That has happened. . . . [But] we still believe that there are still clients that
will be just happy with our service, and they don’t look for anything else other than the service
from us. (122)

Entrepreneur 121, who operates a training business, similarly stated, “For my industry, there
are thousands of companies that need training, so if you just suggest it [corruption], I can
easily walk away and go to the next one.” We noticed that entrepreneurs who rely on few
customers are more likely to succumb to corruption to acquire or keep those customers than
those with a larger customer pool. Larger customers also tend to have more power, which
they use to acquire corrupt payments. For entrepreneurs in the road construction business,
such as Il and 17, the choices for clients are limited. Therefore, their ability to resist
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corruption is hampered unless they choose a different type of business altogether.
Entreprencurs seem aware of what they can and cannot do in their industries. They also know
that their circumstances do not necessarily apply to other industries.

Having alternative paths to success (in the form of resources, alternative resource provid-
ers, and/or alternative solutions offered by the same providers) is vital to corruption resis-
tance. However, for some entrepreneurs, such alternatives are not always immediately
available. In some instances, the belief that there will be alternatives in the future is sufficient
to give entrepreneurs a nudge toward resistance, as we learned from Entrepreneur 113. When
this entrepreneur was solicited by an organizational employee who runs entrepreneurship
competitions to provide seed funding for promising startups, they refused to pay a bribe to
win the competition because they believed they could win something better in the future. In
addition, not all alternative paths to success involve tangible resources. Entrepreneurs also
find alternative paths to acquire needed resources, such as leveraging their networks and
relationships in exchange interactions. Several interviewees spoke about leveraging relation-
ships to win jobs/customers, including entrepreneur 15, whose IT company sells enterprise
solutions: “When dealing with the private sector, getting a tender is often a result of who
knows you or respects you. In many cases, you have to build a relationship. Many relation-
ships are built out of incentives.” Therefore, entreprencurs adjust their responses based on
their resource endowments and the availability of alternative paths to success in various situ-
ations, as we illustrate in Table 3.

How Motivations and the Capability to Resist Corruption Interact to Influence
Resistance

We noted that some entrepreneurs’ motivations are subdued because they lack the capabil-
ity to resist. For example, Entrepreneur 16, who operates a polyclinic, intimated that despite
their motivations, they paid a bribe to health inspectors to obtain a license:

So, like at the Ministry of Health level, the meeting to approve new facilities is supposed to be
held once every 3 months—and usually, it’s postponed and might be held after 6 months. So, if
the people at the DMO’s office ask for a little something and the meeting is closed, you give it
to them. I hated doing that, but they kept pushing us around for months. When the meeting was
a week away, my partner said, “Ah, let’s just give it to them.” (16)

However, not all entrepreneurs who lack the capability to resist succumb to corruption. As
noted previously, absolute resisters try to resist corruption regardless of the consequences.
For example, Entrepreneur 113 decided to forgo a grant opportunity altogether when they
were solicited to give 10% of the grant to the administrator if they wanted to win, and
Entrepreneur 121 exited their marketing venture after developing the will to resist corruption
but realizing it was difficult to do in the industry.

For many entrepreneurs (often relative resisters), being motivated but facing constraints
requires flexibility and pragmatism to do what is possible in a given situation. This means
entrepreneurs resist whenever possible and conform when not. This flexible approach often
entails entrepreneurs carefully analyzing their capabilities in light of what a particular situa-
tion requires for them to succeed. For example, an entrepreneur in construction (I7) described
how they felt it was “rational to plan for [corruption as] a cost of business” since it was
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Table 3

Capability for Resistance

Absolute Resisters (7
Respondents)

Relative Resisters (13
Respondents)

Compliant (5 Respondents)

Resource Needs:

Criticality and
Urgency of
Needs

Leverage:

Resource
Endowments
and Available
Alternatives

“Open tenders aren’t so
open. When people
who would acquire
services already
have someone
that has promised
them something,
they will eliminate
those who aren’t
willing to promise
them something. It
is difficult to get a

“When looking for a market;

what are you willing to give

so that you can enter into a
channel? You have to give
something to get something, or
at least know someone. There
is a place I have taken samples
for three years . . . but because
there is no connection, no one
looks at your product. . . .
Finding a channel is very much
about who you know.” (I1)

tender without a prior “It is common to see a

relationship.” (I5)

Leverage skills/
knowledge:

“When we started,
we didn’t have any
money. We were
forced to use our
skills to build our
business—IT for my
case and legal for
my partner. So, we
leveraged our skills:
the legal side of the
firm dealt with all
registration issues
and licensing, and IT
dealt with everything
that we both needed
to get online.

government tender, and the
tender requires the bidders to
have been in the sector for the
last 10 years and that you have
been able to earn a minimum
of five million dollars, and that
you have worked on contracts
that have been a minimum

of 100 million dollars, and

you have had at least three of
those contracts, which means
basically you are a foreign
company. Because, if that is

a new industry in Tanzania,
then there is nobody that can
qualify. That is a problem a lot
of start-ups run into.” (I11)

Available alternative

clients: “You can still find
organizations that will want
nothing from you, but you
will also find organizations
where you need to know the
procurement guy, or you have
to pay something.” (116)

Available alternatives: “If the

buyer has too much power—
for example, if the government
does all the roads in Tanzania
and no private person is
allowed to do roads, so there
is only one buyer for road
construction, that’s a lot of
power for one person—that
kind of creates an opportunity.

“If you import something, for

example biscuits, you have
to get so many certifications
from so many different
agencies. For taxes, you deal
with TRA. Then you have to
get a certificate of analysis
from TFDA, and from

TBS, often times there is no
connection between agencies
and the longer your product
stays at the port without
being cleared, the more you
have to pay, because it is not
free. You have to pay storage
costs. And sometimes it is
very hard to budget for these
ad hoc things that you will
encounter from the time your
product arrives at the port to
the time you get it cleared.

It is very hard to know what
to expect when it comes to
imports. There are a lot of ad
hoc things that come at you
because someone decided

to put them there for you to
make it difficult and corner
you to pay them, or they are
there but you don’t have the
information.” (14)

Bribes:
“When starting, you don’t

have all your paperwork and
your licenses. The easiest
way to get them is to bribe.
Otherwise, it takes a long
time to formalize your
business.” (I1)

“I mostly bribe government

officials like TRA, municipal
people, local government,
etc. You can avoid bribes,
but it will cost you. You
bribe them to avoid paying
the fines and penalties.” (I8)

(continued)
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Table 3 (continued)

Absolute Resisters (7
Respondents)

Relative Resisters (13
Respondents)

Compliant (5 Respondents)

Many other startups
face corruption at
the registration level.
We were lucky to
have someone that
was knowledgeable
as a partner. But
corruption is there.
That’s why a lot of
startups don’t have
formal registration.”
(113)

Legitimacy leverage:

“When you import
something here, make
sure it is properly
cleared or you will
have to deal with
TRA. And besides
TRA, there are these
police that make
roadblocks along the
road from the border.
They are shameless.
Every two minutes,
they have a block
even though they
have nothing to do
with import duties.
They are not from
TRA.”(123)

Whereas for my industry, there
are thousands of companies
that need training, so if you
just suggest it, I can easily
walk away and go to the next
one.” (I121)

Social capital as leverage: “Most
private companies have to
know you before they can
become your clients; they need
some sort of relationship or
strong recommendation before
they can hire you. . . . Most
relationships are historical
or through friends. Since
our dad was in the industry
as an engineer, he had many
connections and friends. So,
involving him in our company
with his experience and
exposure helps us grow our
network even though we are
just starting. It also helps us get
clients.” (I112)

Leverage time: “I would refuse
to give because I have time to
follow up.” (I18)

almost a requirement to secure contracts in the industry when they started in 2019. However,
in 2023, this entrepreneur told us,

I have had to get smarter because some people are leeches. One officer was so greedy that [they]
tried to get so much money from everyone without any scruples. I and the other contractors had
enough of [them], so we decided to report [them] to the Public Procurement Regulatory Authority
[PPRA] even though it could mean losing future jobs with the client. We simply couldn’t deal
with [their] nonsense anymore. (I17)

This comment suggests that an increased capability to resist corruption can enhance entre-
preneurs’ motivations (banding together with other entrepreneurs). As such, some entre-
preneurs’ motivations are strongly tied to their capability to resist. Therefore, as we saw in
our data, entrepreneurs are likely to gain more leverage (e.g., legitimacy, experience, and
knowledge), increasing their capability to resist corruption, and they may also reach a
“corruption tolerance” limit over time. Thus, this capability to resist corruption and the
underlying motivations are dynamic and may vary depending on an entrepreneur’s particu-
lar situation, industry, and experience.
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We also noted that some entrepreneurs change their stance on corruption when moving
from one stage of the business lifecycle to the next. This change in stance suggests that the
capability to resist corruption may increase with time as entreprencurs gain more leverage.
For example, Entrepreneurs 11 (3 years in the food processing business) and 112 (1 year in
the construction business) told us they believed they could not resist corruption in the early
stages of their ventures’ development. However, they are now able to deter future solicita-
tions from regulators after obtaining legitimacy leverage from securing various licenses and
permits (albeit through paying bribes). Indeed, many of the entrepreneurs we interviewed
noted how obtaining their first permit or client was difficult (without corruption).

Although we could not explicitly determine if the capability to resist matters more than
the motivations, or vice versa, we noticed that the two factors are tightly intertwined.
Entrepreneurs who are motivated to resist seem to operate in some spectrum of capability
that determines their success in resisting. Armed with the appropriate leverage, some entre-
preneurs resist corruption while meeting their resource needs. Without any leverage, some
entrepreneurs either conform to corruption to meet their resource needs or resist corruption
while forgoing acquiring resources. When a motivated entrepreneur lacks the leverage to
resist, the strength of their resource needs (i.e., criticality and urgency) is weighed against the
strength of their motivations to determine the appropriate response. Interestingly, in our data,
we did not find any entrepreneurs who explicitly admitted to always lacking motivation to
resist corruption, even among those who are always compliant (attributing this compliance to
the nature of their industries).

The overall individual and business goals that motivate entrepreneurs significantly impact
how they run their businesses (Dunkelberg, Moore, Scott, & Stull, 2013), including how they
respond to corrupt demands. The decision to resist corruption is likely to be made on a situ-
ational basis within the interplay between resource needs, entrepreneurs’ leverage, and their
motivations to resist corruption. Against entreprencurs’ larger aspirations, their resource
needs are pitted against their leverage to establish whether corruption resistance is feasible
for those motivated to resist. While individual and environmental constraints influence these
factors, ultimately it is up to the entreprencur to decide what success looks like. To some,
success comes from resisting corruption, no matter the cost. To others, success comes from
their ability to meet their business goals (with or without corruption). However, entrepre-
neurs who believe success comes from meeting their resource needs (or business goals)
while resisting corruption likely need a healthy dose of motivation and leverage to use against
possible corrupt demands from interdependent actors. Figure 1 illustrates the relationship
between motivations, resource needs, and capabilities (i.e., resource endowments and avail-
able alternatives) in entrepreneurs’ decisions to resist corruption and the strategies for doing
so. In the following section, we dive deeper into corruption resistance mechanisms and illus-
trate how leverage plays a role in some of them.

Mechanisms for Corruption Resistance

As illustrated above, entrepreneurs who aim to resist corruption without compromising
their resource needs require leverage from resource endowments or available alternatives to
pursue exchange interactions and overcome corrupt demands. In our data, the entrepreneurs
revealed myriad creative ways to obtain and use this leverage to resist corruption in their
exchange interactions with interdependent actors. The mechanisms (which we ultimately
grouped into strategies) whereby entrepreneurs use their leverage to resist corruption are
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Figure 1
Entrepreneurs’ Corruption Resistance Model
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focused on either organizations or agents. The organization-focused mechanisms represent
entrepreneurs’ strategies for resisting corruption pressures from other organizations, and the
agent-focused mechanisms represent entrepreneurs’ strategies for resisting corruption pres-
sures from individuals.

Organization-level resistance strategies

According to our interviewees, entrepreneurs approach focal organizations with corrup-
tion resistance strategies orientated toward three key areas: (1) dependence restructuring, (2)
avoidance, and (3) risk management. The application of these strategies depends on the type
of interaction—formalization and regulatory processes or customer acquisition processes—
as illustrated in Tables 4 and 5.

Dependence restructuring strategy. The first organization-focused strategy entrepreneurs
use to resist corruption is restructuring their entrepreneurial organizations’ dependence on
other organizations to minimize their vulnerability to corrupt demands. To build their capac-
ity to resist corruption, entrepreneurs use different tactics as part of this strategy that mini-
mize their resource dependence—namely, forming strategic alliances, building a reputation
for quality and excellence, and diversifying their customer bases.

First, entrepreneurs use strategic alliances to restructure their dependence. Strategic alli-
ances help entrepreneurs to build their organizations’ capacity to push through market entry
barriers and regulatory hurdles. Corruption is often used to grease the wheels when a market
or regulatory environment has challenging requirements and barriers for new entrants (Dutta
& Sobel, 2016). Many new entrants face difficulties in being accepted into such a market or
environment. Many buyers do not want to bear the risk of dealing with a new business, so the
requirements are meant to minimize this risk. As one procurement officer from the NGO sec-
tor stated, “There is no likelihood that someone who is just starting in the market will be
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Table 4
Corruption Resistance Strategies in Customer Acquisition and Retention

Resistance Strategy

Mechanisms

Examples

Organizational Level,

Restructuring
Resource
Dependence

Organizational Level,
Avoidance

Organizational Level,
Risk Management

Agent Level, Power
Used to Co-Opt
Agents

Improving organizations’

capacity through
strategic alliances
to mitigate onerous
requirements to get
clients

Improving the

organization’s
competitiveness by

building a reputation for

quality and excellence.

Improving the

organization’s

competitiveness through
customer diversification

Customer selection

(picking clients with
a good reputation or
transparency in their
tendering process) to
minimize exposure to
corrupt organizations

Regulatory compliance

(to gain legitimacy,
leverage, and/or build
reputation) to minimize
exposure to corruption
solicitations

Organizational policies

that minimize
corruption within the
organization

Build and maintain

professional
relationships

“Many government projects at the moment, it is
the Chinese companies that are dominating the
market. One, because they are donors and so they
can get some preference in that. They also have
enough capital for implementation, and they have
built themselves in the market. Without capital or
experience, it is better to work as a subcontractor to
these companies, rather than bid directly.” (112)

“As a business, we would decide that we want to show
the client why we ask for the amount we do and why
we can’t do kickbacks to fit the transactional box
they are used to and show them the value they can get
when that is out of the picture.” (I117)

“What we do here is we make sure to increase the
volume of our applications. If you are looking for 10
opportunities, you might fail, but if you double or
triple that, you may have better chances. And we are
also creating our own content and our own ways, so
if clients can find us instead of us finding them, it’s
easier.” (I16)

“I learned that the tender business is tough, just tough.
... It’s very corrupt, so you waste your time writing
and sometimes you have to compromise on your
values. So, with this new business, my strategy is to
focus on few customer relationships, small businesses,
medium sized businesses, or businesses that I can go
straight to the final decision maker and not having
to go through the vine of the decisions—it takes too
long, too much energy and you compromise on your
values most times. So far, it has been working.” (121)

“At the moment, the only thing we are trying to do is
to be smart, meaning we obtain everything that we
need to apply for projects, and we apply as it is. To
be clean. To do a good job in a short time and at a
reasonable cost. That’s the only strategy now. It is
difficult to use it earlier before accumulating some
experience, but now that we have some, we can use it
to build a reputation.” (112)

Ethical leadership and strong internal controls: “The
tone that we set at the top is enough to lead to the
right thing. In most of our meetings and get-togethers,
we insist on that. Very fortunately, there is no way
someone can give kickbacks without us [partners]
being involved because we are the ones that approve
the payments.” (122)

“We allocate a lot of money into business development.
Invest a lot in our people to enable them to build
relationships even though it doesn’t always guarantee
a positive outcome.” (I5)

(continued)
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Table 4 (continued)
Resistance Strategy Mechanisms Examples

Agent Level,
Avoidance

Cutting out the middleman

unilaterally, working
directly with decision
makers rather than
agents

“We are all aware of the 10% thing, which is not only
in the public sector; there is corruption in the private
sector as well, that to get a tender or a job, you must
pay some people. I have been very intentional about
where I work. I want to create value where people
want my service and not the other way around. I
create partnerships. . . . I work with boutiques and
shops, and they want my product because it makes
money for them. It’s mutually beneficial business, and
I am not begging them. When you deal with business
owners who see the value of your product or service,
there is no chance they will ask for a kickback.” (118)

Table 5
Corruption Resistance Strategies in Formalization/Regulatory Processes

Resistance Strategy

Mechanisms

Examples

Organizational Level,
Restructuring Resource
Dependence

Organizational Level,
Avoidance

Organizational Level,
Risk Management

Agent Level, Power Used
to Co-Opt Agents’
Discretion

Improving organizations’
capacity through strategic
alliances to meet onerous
requirements

Strategic business design
to minimize bureaucracy
and encounters with
powerful (and often
corrupt) regulators

Organizational policies
that minimize corruption
within the organization

Build and maintain
professional relationships
to help gain necessary
information where it is
not transparent

“Because it is a heavily regulated sector, it’s
been bumpy. So, to do any trade, you have to
be a broker. When becoming a broker. . .the
minimum capital requirement was 250,000 USD.
So, barriers to entry are high regarding capital
requirements, expertise needed, etc., which has
been difficult. We have been trying to navigate it
by partnering with brokers and seeing how we can
move to the next stage.” (I11)

“I think most entrepreneurs succumb to corruption
because they want to evade taxes or minimize
the compliance burden. Whether you are a big
business or small business, most just want to
avoid the tax burden. . . . Yo! the compliance is
hectic. If you don’t have a big vision, I always tell
people, it is better to start as a sole proprietor.”
119)

“As our company has grown, we train our
employees on professional and ethical conduct
when they work with clients. We also rely on
the professional bodies that our employees are
members of, such as NBAA [National Board of
Accountants and Auditors].” (I3)

“But I have always felt that there is a way to talk
to them that isn’t necessarily corrupt. There is a
way to bring them closer, speaking on the same
level, and on that level, they are more open to
telling you what you need to do to meet their
requirement. That has kind of happened slowly
over time. [ still feel there is a long way to go
before we have that open relationship.” (I11)

(continued)
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Table 5 (continued)

Resistance Strategy

Mechanisms

Examples

Agent Level, Power Used

to Challenge Agents’
Discretion

Agent Level, Avoidance

Leverage information/
knowledge or time
against individual agents
in the face of bureaucratic
delays and withholding
information to solicit
bribes

Leverage social capital
to challenge agents
(building and maintaining
relationships with
powerful people that you
may invoke in sticky
situations)

Cutting out the middleman
bilaterally, using
technology

“My take on corruption, is that, in some cases to
avoid it is as simple as being informed. When you
are informed and people know you are informed,
they will give you the required services on time.
From my experience, being prepared and being
informed helps a lot.” (I18)

“He confiscated my documents. I held on to him,
asking him to give me back my documents.
When he refused, I called a police commissioner
and asked him to clarify if what was happening
was lawful. He told me to give the phone to the
officer. I don’t know what they talked about,
but the officer gave me my papers back, and the
police went on their way.” (Azam TV, 2019)

“[Electronic] systems definitely help—before we
could pay traffic police by phone it was really
hard to avoid bribes. If the traffic police catch

you and say you have to pay, and you have to go
to the police and follow a long process you don’t
want to do. But now, if you get stopped, you get
a ticket and you can pay for it within seven days,
and you can pay on your phone and you are done.
And it is so easy to actually pay it correctly. And
s0, a lot of people now do that. I don’t need to
negotiate with a traffic police because the system
is clear.” (I121)

“There is no need to register my business. There
are no restrictions to trade, so there is no point
in registering a business. Because I can do my
business. I can sell and make money, and I don’t
have to deal with all these agencies—BRELA,
TBS, and all their difficult conditions or
corruption.” (123)

Camouflage, unilateral

selected [as a supplier by us] because our organization is big, and we don’t want people who
are trying to get experience from us” (I127). One way to overcome the challenges and strict
requirements for this selection is through bribes. However, some entrepreneurs opt to build
strategic alliances as an alternative.

Strategic alliances help entrepreneurs to circumvent onerous customer acquisition
requirements that often attract corruption. Many large and medium-sized organizations
(public and private) tend to establish a pool of trusted suppliers called preferred or prequali-
fied vendors to avoid the need to vet suppliers every time they need to purchase products or
services. Vendors are qualified and certified by the Government Procurement Services
Agency (GPSA). As detailed above, many organizations want vendors with experience.
Therefore, it is challenging for a new venture to meet the experience criteria of such cus-
tomers. To secure customers, organizations need experience, but to obtain experience, orga-
nizations need customers. Strategic alliances help organizations enhance their market and
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social power, increasing their competitive advantage (Xia, Wang, Lin, Yang, & Li, 2018).
For example, Entrepreneur 125 uses subcontracting to mitigate the barriers in the market,
such as the high costs of compliance, capital requirements, and experience requirements: “If
I see a big job that would require corruption if I bid by myself, I go as a subcontractor. I ping
someone bigger that can bulldoze the process, and I remain underground” (125).

Entreprencurs also use strategic alliances to navigate complex regulatory requirements.
For example, smaller food vendors, such as Entrepreneur 124, opt to become subcontractors
for a larger vendor to avoid needing certificates or the capital required to bid if they were to
operate as a standalone vendor. As the entrepreneur told us, being under the umbrella of a
larger vendor provides a buffer against regulators, which also serves as a buffer against
harassment and corruption solicitations. This entrepreneur stated,

I don’t meet regulators directly, not like someone who would have a standalone food joint or
restaurant. The boss [main vendor who won the tender with the focal university] has a formal
business which deals with regulators and has all the required permits and certificates. I work
under him [informally]. I make and sell bites. Other smaller vendors have similar arrangements
for juice or other things in the cafeteria. We all pay the boss daily rent. My business is not known
to the regulators or the client [the university]. (124)

As such, these entrepreneurs’ organizations may gain access to customers without needing
the legitimacy leverage that comes from having various permits. While this could mean these
entrepreneurs may avoid direct bribe solicitations, this situation is subject to change if their
arrangements become known to regulators or if they seek formality, which the ventures
sometimes need to grow.

Therefore, strategic partnerships and alliances can empower new organizations to gain
market access, obtain experience, establish legitimacy, and avoid regulators, reducing their
susceptibility to corruption solicitations.

Second, entrepreneurs build a reputation for quality and excellence to restructure their
dependence. With this tactic, entrepreneurs find ways to improve their competitiveness in a
cutthroat market, minimizing the need for corruption to enroll customers. For example, sev-
eral entrepreneurs told us that providing superior value compared to their competitors helps
them avoid making corrupt payments to obtain jobs. Indeed, Entrepreneur 125, who runs a
renewable energy business, told us:

In a job where I can contest by myself, I do my best, you understand, I do my very best that it is
the real deal, the cream. If you don’t select me, it is not just a loss for your business, you also
look stupid to your investors. I make sure you have no choice but to select me, and I let you come
to me, instead of me coming to you and ask for an opportunity. . . . It’s hard, but that builds your
reputation that you are not paying to get tenders, and your work is the best, and that sets you
apart from your competition. (125)

In an environment where you can bribe your way to obtain clients, doing quality work can set
entrepreneurial organizations apart from their competitors. Buying work through corruption
reduces the entrepreneur’s incentive to do excellent work since the organizations’ attractive-
ness mostly depends on the amount of the bribe they can pay rather than the work they can
do. Such organizations often perform at the bare minimum standard. Interestingly, stricter
anti-corruption efforts tend to weed out mediocre competitors that previously could simply
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bribe their way into the market, as intimated by Entrepreneur 117 regarding the changes
occurring in the marketing and communication industry because of stricter measures:

In our space, there are a lot of bullshitters that are forced to quit. With things getting tougher,
brand managers are less inclined to entertain the same things they used to because of kickbacks,
simply because the pie has decreased and, thus, there is a lot more at stake. Companies are no
longer willing to spend more for less. This is a huge advantage for us because this is the ground
we have been playing anyway; we have been underdogs and always forced to deliver in order to
compete. (117)

Finally, some entrepreneurs diversify their customer base in markets outside Tanzania to
restructure their dependence. For example, Entrepreneur 120 was looking for opportunities
for their IT consulting organization in other East African countries, including Rwanda and
Uganda. They told us,

The good thing about our business is that we can work in any country, so we can go beyond
Tanzania and look for other markets. So, if it doesn’t work out in Tanzania, [and] we end up
getting all these bribery requests, then we can look for outside markets. (120)

The opportunities within regional markets such as the East African community can expand
entrepreneurs’ customer base, providing additional alternatives for finding clients whose val-
ues and practices align with those of the entrepreneur.

Avoidance strategy. The second organization-focused strategy entrepreneurs use to
resist corruption is to avoid powerful (and corrupt) organizations altogether. This strategy
entails two tactics: (1) strategic business design to minimize exposure to regulators and (2)
customer selection to avoid working with clients that have a reputation for corruption (see
Tables 4 and 5).

First, to avoid exposure to powerful (and corrupt) regulators, entrepreneurs adopt a stra-
tegic business design (Zott & Amit, 2007) that comprises a business registration type that is
less regulated, and a business model that can minimize corruption. For example, some
entrepreneurs register their businesses as sole proprietorships rather than companies to
resist corruption. A sole proprietorship has less regulatory burden and is a preferred busi-
ness design to resist corruption. For example, one entrepreneur explained how their experi-
ence with corruption in the regulatory process drove them to register their new venture as a
sole proprietorship,

When [ moved into this new venture, I was very intentional to structure it in a way that [ would
have very little admin. So, even not doing a limited company and doing a sole proprietorship
reduced quite a lot in how you deal with taxes and how you deal with the government. I didn’t
want to put myself in that situation where I had to deal with the same things I have run away from
[i.e., corruption]. (121)

However, while this form of business registration can buffer against corruption, it can create
other risks and opportunity costs in B2B channels. Specifically, some entrepreneurs men-
tioned that having a sole proprietorship makes it challenging to secure specific clients or
external financing:
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The main advantage is that you minimize the number of issues you need to comply with [those
associated with corruption], but, at the same time, you bear the risk. Because, for a sole proprietor
business, if anything goes wrong, then you are liable. The law allows any creditor or tax authority
to take your house or confiscate your personal property. If it is a company, it is a legal entity, and
the liability remains with the company. (122)

Our data shows that entrepreneurs employ a strategic business design when they cannot
change their relationship dynamics with regulators. To shield themselves from corruption,
entrepreneurs remove themselves from compliance burdens by starting and staying small.
The less entrepreneurs must comply with regulations, the less they are exposed to govern-
ment entities and, thus, corruption. This tactic may sometimes entail avoiding the B2B busi-
ness model altogether, as indicated by Entrepreneur 14. However, starting and staying small
or avoiding B2B sales is not always practical. Some entrepreneurs want or need to scale their
businesses.

Second, entrepreneurs use strategic customer selection to avoid working with actors with
a corrupt reputation. Customer selection involves rejecting or selecting specific customers in
the local market. With this strategy, some entrepreneurs select customers based on their val-
ues and needs. For example, Entrepreneur 15, whose organization provides enterprise solu-
tions to businesses, told us that after learning the way the market worked, they decided to
minimize kickback solicitations by working with clients who are more transparent in their
vendor selection process: “We have an aggressive strategy when choosing our customers. We
develop our strength and work only with donor-funded projects whose objectives are clear,
and the evaluation procedures are transparent” (I5). Absolute resisters prefer stricter cus-
tomer selection to avoid corruption. For example, an entrepreneur of a digital agency (I15)
told us they only work with small and medium-sized businesses, and Entrepreneur 121
explained how they refuse to work with government agencies in their training business to
avoid corruption.

Risk management strategy. The third and final organization-focused strategy entrepre-
neurs use to resist corruption is risk management. According to our data, entrepreneurs use
unilateral and bilateral risk management tactics that minimize their susceptibility to bribe
solicitations or build their internal capacity to reduce maleficent behavior among their mem-
bers or employees (see Tables 4 and 5).

First, entrepreneurial organizations use regulatory compliance to manage the risk of cor-
ruption solicitations bilaterally. Some entrepreneurs cited complying with regulations as a
technique to resist corruption. Entrepreneurs use compliance with rules and regulations to
strengthen their positions in meeting requirements for customer acquisition while minimiz-
ing their susceptibility to bribe solicitations. This strategy is especially useful when entrepre-
neurs cannot bypass regulators in their operations. For example, Entrepreneur 11, who
operated a food processing business, told us,

Having all the required licenses and registrations allows you to have more options for
customers. You may have to bribe to get these from the government agencies, but once you
have them and you are legitimate and established, you can be compliant, and you won’t have
to bribe anymore. (I1)
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The legitimacy leverage gained from having specific licenses or registrations allows entre-
preneurs to resist corruption. Nevertheless, another entrepreneur (I112) who uses a similar
approach conceded that it is difficult to use this tactic before accumulating some experience
in the market. Moreover, this tactic has several drawbacks. Indeed, complying with rules and
regulations does not necessarily insulate entrepreneurs from intimidation by corrupt officials.
For example, Ntunzwe, in the first viral video we used, noted the following:

The police came to me and asked me for all the paperwork regarding taxes and levies. I gave
them the paperwork, and I had everything that was required. One of the police officers told
others, “Don’t bother with the paperwork; he has to give us a significant (worth-dying-for) sum
so we can let him go or just say he is smuggling drugs.” When I refused to give them money, the
officer called a person from TRA, telling him that there was a deal in Mbezi, and he should come
through. He confiscated my documents. I held on to him, asking him to give me back my
documents. (Azam TV, 2019)

Furthermore, while compliance with regulations can help entrepreneurs resist corruption,
gaining compliance certificates from regulators is one of the critical reasons entrepreneurs
succumb to corruption in the first place. Nonetheless, those who comply with regulations
have a fighting chance to shield their operations against corrupt regulators.

Second, entrepreneurial organizations unilaterally manage corruption risks by creating
organizational policies that help them to deter corruption (Azim & Kluvers, 2019; Misangyi,
Weaver, & Elms, 2008), especially as their organizations grow to include more owners and
employees. For instance, organizations may establish robust internal controls to deter
corruption,

The tone that we set at the top is enough to lead to the right thing. In most of our meetings and
get-togethers, we insist on that. Very fortunately, there is no way someone can give kickbacks
without us [partners] being involved because we are the ones that approve the payments. The
only way for an employee to do that would be to pay from their own pockets, not from company
funds. The culture is very clear that we don’t do that, and I very much believe it has changed our
employees’ thinking. (122)

Entrepreneurs use various tools, including having a code of conduct and procedures for their
teams instead of relying on team members’ judgment. Entrepreneurs also communicate their
core values to align their teams and stakeholders. For example, entrepreneurs use training to
enhance team members’ knowledge regarding what is and is not corruption in their daily
dealings and what is and is not acceptable in their organizations. As Entrepreneur 13 stated,
“We communicate our expectations from the beginning . . . both internally and externally. I
am not responsible for all the business . . . so we communicate our core values, what we can
do, and what we can’t do.” When entrepreneurial organizations create such policies, it
empowers their members to resist or minimize corruption from within. Indeed, Entrepreneur
121 spoke about the importance of having the right partners who are like-minded regarding
corruption.

Our findings above illustrate that entreprencurs employ organization-focused strategies to
resist corruption. These strategies entail restructuring their dependence, avoiding interactions
with powerful (and corrupt) organizations, and implementing risk management. Entrepreneurs
use these strategies in customer acquisition and formalizing/regulatory operations.



34 Journal of Management / Month XXXX

Agent-level strategies for corruption resistance

Our findings show that entrepreneurs also use corruption resistance strategies focused on
individual agents (i.e., employees and representatives from focal organizations). Entrepreneurs
who resist corruption recognize the power individuals have in exchange interactions, includ-
ing interactions over corrupt payments. In interorganizational interactions, individual agents
influence processes and outcomes due to their control over specific critical resources in
exchanges and their positions. We define this influence on processes and outcomes as discre-
tion. Knowing the influence of individual agents in exchange interactions, entrepreneurs can
make overt and covert efforts to sway, coerce, and/or manipulate others to achieve the desired
outcomes (Fleming & Spicer, 2014; Schildt, Mantere, & Cornelissen, 2020). In our data,
entrepreneurs use their power to influence agents’ discretion or avoid interacting with agents
on the demand side of corrupt dealings.

Power is used to influence agents’ discretion. The first agent-level strategy entrepre-
neurs use to resist corruption entails influencing agents from focal organizations to act in
the entrepreneurs’ interests, without resorting to corruption through challenging or co-opting
tactics. First, entrepreneurs challenge agents’ discretion by leveraging knowledge/informa-
tion against corrupt regulators. Information is power. In previous examples, we showed how
corrupt regulators can use information asymmetry and time to create bureaucratic delays and
opportunities for corruption. When entrepreneurs lack the necessary information, regula-
tors can use that situation as an opportunity to intimidate, mislead, and extort bribes from
entrepreneurs. For example, Entrepreneur 111, who founded a fintech business, expressed the
challenges of dealing with regulators: “For a lot of people, it is about creating a doorway to
corruption by withholding critical information that would allow you to go forward.” Thus,
to resist, entrepreneurs leverage knowledge and information to reduce the power asymmetry
with individual agents, as illustrated in the following:

If someone approaches me, they immediately learn that I am knowledgeable, because what they
do is intimidate those who are ignorant, and most small businesses can’t afford to have
consultants. They intimidate you to get you to pay them a bribe. (119)

Similarly, entrepreneurs challenge agents’ discretion by collaborating with knowledgeable
partners on their founding teams or consulting mentors with experience. For example,
Entrepreneur 113 included a cofounder with corporate and tax law experience to complement
their technical knowledge and ensure that it was easier to navigate the corrupt regulatory
landscape.

Second, entrepreneurs challenge agents’ discretion by engaging specialized consultants
with ample know-how and experience to work with regulators. For example, Entrepreneur
116 engaged tax consultants to mitigate the lack of information that makes entrepreneurs
vulnerable, as this entreprencur told us:

So far, we have been able to work with professionals, like a tax consultant, but we are able to do
that now because we have grown. But when we had started, the lack of information was a
challenge and time-consuming. (116)
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Such engagements reduce entreprencurs’ chances of being intimidated or misinformed by
agents, thus preventing them from being cornered into paying bribes. They also reduce the
information gap between entrepreneurs and agents and provide clear feedback channels,
reducing entrepreneurs’ uncertainty.

However, consultants are not free, and entreprencurs must decide whether the cost is
worth it. Additionally, as with their large multinational counterparts (Luiz & Stewart, 2014),
local entrepreneurs may also use professionals as a scapegoat to feign ignorance and shield
them from dealing with corruption directly, as indicated by Entrepreneur 120, who operated
an IT consulting organization: “But what we have mostly done is engage with a consultant,
so we just tell the consultant what we need and where we are stuck, so whatever he or she
does to maneuver, that we don’t know” (120).

Finally, entreprencurs challenge agents’ authority by engaging more powerful actors in
their dealings. Although this tactic is not widely used, some entreprencurs involve agents’
superiors to undermine the agents’ intentions to solicit bribes. For example, some individuals
contact agents’ superiors via official communication, like this fashion entrepreneur:
“Someone else at the same office had also told me that if I was dissatisfied with the service,
I could write a complaint letter to the commissioner general [of TRA], and I did” (I18). In the
case of Ntunzwe (Azam TV, 2019), the entrepreneur challenged agents’ authority by involv-
ing others (with power) who acted as a buffer against intimidation and looked after the entre-
preneur’s interests. For example, Ntunzwe called a police commissioner when stopped by a
tax officer who was colluding with a police officer to solicit an unlawful payment:

He confiscated my documents. I held on to him, asking him to return my documents. When he
refused, I called a police commissioner and asked him to clarify if what was happening was
lawful. He told me to give the phone to the officer. I don’t know what they talked about, but the
officer gave me my papers back, and the police went on their way. (Azam TV, 2019)

Admittedly, police commissioners are not readily accessible to most entrepreneurs in

Tanzania, nor are they likely to side with entrepreneurs over their officers. Ntunzwe had
access to social capital that enabled resistance to corruption. When whistleblowing channels
are available, and individuals believe justice can be achieved through such channels, entre-
preneurs challenge agents by (threatening) whistleblowing, like Entrepreneur 17 (and their
colleagues), who reported a corrupt procurement officer to the regulatory authority. The
results of whistleblowing might not be direct or immediate, but the future benefits might be
worth it.
In addition to challenging tactics, entrepreneurs build and maintain professional relation-
ships that influence agents by co-opting them to work in entrepreneurs’ best interests and
avoid corruption. Building such relationships helps entrepreneurs to mitigate corruption,
while minimizing the conflicts of interest that are prevalent in many personal and patron
relationships, as illustrated in the following example by an entrepreneur from a communica-
tions agency,

My way of navigating a lot of the complications, though, was to build relationships—genuine
relationships that have clear value propositions and clear attribution to the business. . . . These
guys also have their interests; they want to look good to their bosses and show that they did
something good, so what we try to do is to fulfill those nontransactional needs. (117)
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However, not all relationships are equal. Some entrepreneurs we interviewed told us they
seck to develop relationships with more powerful agents to invoke interactions or look after
their interests, eradicating the need to pay less powerful agents. Indeed, co-optation often
involves less powerful actors offering more powerful actors a resource of value, such as sta-
tus, in the hope that the more powerful actors will not use their power against them (Emerson,
1962). Therefore, building and maintaining professional relationships with powerful actors
may help entrepreneurs in transactions and exchange interactions without resorting to cor-
ruption. However, professional relationships built on trust (Barney & Hansen, 1994) will
likely be more effective and minimize the risk of conflicts of interest.

Avoidance. At the agent level, entreprencurs avoid corrupt agents in three ways: (1) they
cut out brokers in customer acquisition operations, (2) they use technology when dealing
with their regulators, and/or (3) they camouflage against regulators. First, entrepreneurs
avoid corrupt agents in customer acquisition operations by unilaterally cutting out brokers.
As discussed in previous examples, when faced with endemic corruption, the more individu-
als that entrepreneurs must deal with in the exchange process, the higher the risk that they
will be solicited for corrupt payments. In the example below, an entrepreneur of a commu-
nications agency explained that they only work with a business when they can deal directly
with the decision-maker:

I am very afraid to say this—but it is not a good strategy to work with the government or big
organizations. . . . I think those are the kinds of businesses that are more prone to 10% and
corruption. . . . When we were starting, we worked with smaller companies where, most of the
time, we were talking to decision-makers rather than a third party. The moneys are small, but
they are big in the sense that it enables you to stay above the water. (116)

When entrepreneurs can deal directly with business owners, they reduce situations in which
they must make corrupt payments, as owners have no (or fewer) incentives to solicit bribes.

Second, entrepreneurs avoid corrupt regulators by using digital solutions that eliminate or
minimize human intervention. Entrepreneurs and regulators advocate for using technology
whenever possible, as indicated in the following:

The only way is to use technology. If you use technology and there is no human contact, you can
avoid [many] of these things. If you have to upload something, upload something. If you have to
pay for something, pay using digital means. That way, you will remove all the middlemen who
want to get something out of it, so technology is the best solution. (120)

These digital solutions seem to work well when dealing with regulatory authorities. They
minimize human intervention and reduce information asymmetry, decreasing the need for
entrepreneurs to bribe regulators due to a lack of information or misinformation.

Finally, entrepreneurs employ a more controversial form of avoidance through camou-
flage, hiding the extent of their businesses from regulators (seen as potential bribe solicitors;
Vorley & Williams, 2016). In the following example, an entrepreneur of a fitness and play
venture who needed to keep their business registered as a company (and thus could not avoid
regulators) used camouflage to deter bribe solicitations,
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The alternative to this would be to look small even if you aren’t. . . . Looking small is a cover;
they don’t even look at you. When you take your tax estimate, even if it is smaller than what you
earn, but, by your appearance, it’s plausible, then you just get away with it. When they come to
inspect your office, your office is tiny, and nothing is fancy. Some of these entrepreneurs would
go to the tax office with a bajaj [auto rickshaw] or Uber because TRA people are very visual—
they look at the person, they look at the place of business. If you look big, even if you aren’t big,
they will come after you with a lot of force. (119)

Camouflage deceives regulators because entrepreneurs make their ventures appear less desir-
able as corruption targets. With camouflage, entrepreneurs make themselves or their organi-
zations seem small by reducing or avoiding any visible markers of prominence or success
when interacting with agents. However, besides resisting corruption, camouflage likely facil-
itates illegal activities, such as tax evasion, since it can hide the true extent and nature of
entrepreneurs’ businesses from regulators. According to the tax officer we interviewed,
entrepreneurs often hide the extent of their revenue and are likely to bribe to minimize their
tax burdens (I35). Camouflage also goes against honesty and transparency, essential to com-
bating corruption (Kaufmann & Bellver, 2005).

As shown in previous examples and Tables 4 and 5, agent-level corruption resistance strate-
gies reflect how entrepreneurs avoid or influence agents’ discretionary power in exchange
interactions to gain positive results without paying bribes. This use of power to influence
agents’ discretion illustrates the possibility for entrepreneurs to act even when they have a rela-
tively less advantaged position in the context. However, not all of these tactics are available to
all entrepreneurs. Most tactics require having a specific resource or social capital as leverage.

Ultimately, entrepreneurs tend to use a combination of strategies to resist corruption in
various exchange interactions with other businesses or the government (as both customers and
regulators), as illustrated in Tables 4 and 5. These interactions often aim to obtain legitimacy
and critical resources for organizational survival. Corruption complicates this endeavor as
entrepreneurs who resist corruption must do so while interdependent with the same actors. As
such, entrepreneurs act against focal organizations to restructure resource dependence, mini-
mize risks, and/or avoid exposure to specific actors in their exchanges. They also use power
to influence agents’ discretion and/or avoid dealing with corruption-prone agents altogether.
By including these cross-level dynamics, this study extends the discussion on corruption resis-
tance by showcasing the corruption resistance strategies that entrepreneurs use when dealing
with other organizations and government officials (see Tables 4 and 5).

Discussion

This study answers the broader call to include entrepreneurs of micro, small, and medium
enterprises, which encompass more than 90% of global businesses, in the global anticorrup-
tion discussion (UNIDO & UNODC, 2012). Despite the continued scholarly interest in cor-
ruption resistance, anticorruption efforts by micro, small, and medium enterprises from
contexts where corruption is endemic have been largely overlooked. Research has proposed
that large formal organizations (especially MNEs) have the motivation and resources to con-
trol organizational corruption (Lange, 2008; Luiz & Stewart, 2014). However, scholars are
skeptical about the will and ability of local organizations (particularly new ventures and
small and medium enterprises) to resist corruption (Qian & Sandoval-Hernandez, 2016;
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Ufere, Gaskin, Perelli, Somers, & Boland, 2020). Fundamentally, extant literature has mostly
regarded local entrepreneurs of new organizations as cultural followers who cannot resist
corruption (Persson, Rothstein, & Teorell, 2013; Nichols, 2009) or has seen them as weak
actors who lack the resources to act against corruption (Acheampong & Rand, 2023; Baron,
Tang, Tang, & Zhang, 2018). Consequently, their strategies for corruption resistance remain
underexplored. Our data allowed us to theorize why, when, and how entrepreneurs of new
organizations resist corruption in a context where corruption is the norm. Our grounded
theory approach yielded a model illustrating how entrepreneurs resist corruption while meet-
ing their resource needs from interdependent actors (see Figure 1). Our study advances the
understanding of why and how entrepreneurs resist corruption and how interdependence
impacts their strategies for their corruption resistance. In the following paragraphs, we high-
light the novelty of our findings regarding the motivations, capabilities, and strategies for
corruption resistance with interdependent actors.

Contributions to Research on Conditions for Corruption Resistance

Regarding entrepreneurs’ willingness to resist corruption, scholars have cast doubts about
whether entrepreneurs are motivated to resist endemic corruption for two reasons. First, the
extant literature has tended to see entrepreneurs as calculating actors who only think about
the transaction value of corruption by weighing its costs/risks against the business opportu-
nity at hand (Iriyama, Kishore, & Talukdar, 2016; Spencer & Gomez, 2011) mainly due to
their entrepreneurial orientation (Karmann, Mauer, Flatten, & Brettel, 2016). As Lange
(2008) stated, “Corruption that emerges from the amoral pursuit of a legitimate organiza-
tional goal, such as cost savings or competitive advantage, is particularly difficult to control”
(p. 719). Indeed, the push for corruption is stronger when “the need for resources is great, and
access is uncertain” (Schwartz, 2017, p. 270). Thus, it is not surprising that the extant litera-
ture has emphasized transactional factors as the key motivators for entrepreneurs’ responses
to corruption (Dickel & Graeff, 2018), and has assumed that entrepreneurs conform to cor-
ruption when doing so can lead to positive outcomes, such as reducing costs, overcoming
bureaucratic hurdles, or accessing business opportunities (Bardhan, 2015; Krammer, 2019;
Ufere, Gaskin, Perelli, Somers, & Boland, 2020). Second, the extant literature has also
emphasized that a lack of resources deters entrepreneurs from resisting corruption
(Acheampong & Rand, 2023; De Jong, Tu, & van Ees, 2012). Additionally, research has
claimed that a lack of market power and resources demotivates entrepreneurs from resisting
corruption (UNIDO & UNODC, 2012).

While these two arguments may be valid occasionally, our findings illuminate a more
complex picture of entrepreneurs’ motivations and actions in the context of corruption. First,
we show that entrepreneurs in this context are not monolithic; they “exhibit cognitive hetero-
geneity” (Harris, Sapienza, & Bowie, 2009, p. 409) with various sensitivities toward ethical
issues. Despite their unique challenges, entrepreneurs can be motivated (transactionally and
based on values) to resist corruption. Crucially, our findings show that entrepreneurs operat-
ing newer organizations may resist corruption due to values-based motivations—that is, non-
rational moral and religious beliefs with no transactional value. Vu (2021) also found that
faith and spiritual traditions influence perceptions about corruption, shaping people’s ethical
orientations. Indeed, new organizations are primarily influenced by their founders’ values
(Morris, Schindehutte, Walton, & Allen, 2002; Shepherd, Breugst, & Patzelt, 2023), but it is
also noteworthy that these values tend to be heterogeneous (Harris, Sapienza, & Bowie,
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2009). Culture shapes perceptions and attitudes about corruption and is informed by dispa-
rate and fragmented institutions and networks (DiMaggio, 1997). As such, policymakers
interested in anticorruption efforts may consider tapping into aspects of culture that can sup-
port these efforts. Moreover, the influence of multiple value systems on entrepreneurs under-
scores the importance of incorporating ethics in entrepreneurial education so that founders
can confront ethical dilemmas—Iike corruption—with tools that may help their decision-
making (Wilhelm, 2002).

Second, the relationship between entrepreneurs’ motivations and the capability to resist
corruption is complex. While there are some entrepreneurs whose motivations to resist cor-
ruption are overshadowed by a lack of resources (De Jong, Tu, & van Ees, 2012; Svensson,
2003), there are also absolute resisters who resist corruption no matter their capability, which
includes exiting their ventures or proactively avoiding interactions that might lead to corrup-
tion. However, most entrepreneurs tend to be relative resisters whose motivations must be
met with the capability to resist corruption—that is, they must be willing and able to resist
(Durand, Hawn, & Ioannou, 2019; Oliver, 1991). What entreprencurs deem successful (in
determining their motivations and capability level) is highly subjective.

A crucial argument of our study is the need to consider entrepreneurs’ interdependence
with other actors within the social context (both organizations and individuals) in our under-
standing of corruption resistance. To be successful in their resistance, entreprencurs must
also meet their overall business (resource) needs. Thus, interdependence cannot be ignored.
This interdependence is necessary because corruption occurs in social exchange interactions,
providing entrepreneurs with resources critical for their ventures’ survival (Cuervo-Cazurra,
2016; Schwartz, 2017; Warburton, 2013). In the extant literature, the relationship between
resource needs and corruption is highly salient, but the prevailing assumptions tend to be that
the need for resources motivates and necessitates corruption (De Jong, Tu, & van Ees, 2012;
Schwartz, 2017), and that corruption is somehow the only leverage available to underdog
entrepreneurs (i.e., of new organizations) in exchange interactions with interdependent actors
(e.g., Baron, Tang, Tang, & Zhang, 2018). This study offers a more holistic view of entrepre-
neurs’ bargaining power with interdependent actors by considering resource needs, resource
endowments, and available alternatives as critical factors that make corruption resistance
viable or nonviable. Specifically, entrepreneurs assess their resource needs against their
leverage to establish their capability to resist corruption in exchanges. Understanding their
resource needs requires entrepreneurs to evaluate the criticality and urgency of these
resources, which, in part, influences entrepreneurs’ responses to corruption pressures. The
other part of the decision to resist corruption is influenced by the leverage entrepreneurs can
use to bargain and gain access to the resources they need without subscribing to corruption.
As noted in our findings, entrepreneurs’ leverage can come from various resource-based and
social relational-based sources.

As expected, not all entrepreneurs who are motivated to resist can successfully do so. Still,
the answer to what makes some entrepreneurs more successful than others at resisting cor-
ruption is not just in their resource endowments, as is predominantly assumed. By factoring
in interdependence in social exchanges involving corruption, we can explain how entrepre-
neurs may exercise control in corrupt interactions. We also note that entrepreneurs’ motiva-
tions and capability to resist corruption are not static; they may change as entreprencurs gain
more experience and amass more resources and relationships to leverage in exchanges.
Organizations may reevaluate their positions situationally and over time to establish whether
they can resist corruption.
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Contributions to Research on Strategies for Corruption Resistance

Finally, we advance our understanding of organizational anticorruption strategies. Most
research on the subject has focused on the actions of large, established organizations. In par-
ticular, studies have examined how organizations create structures and cultures that enable
them to exercise control and minimize corrupt behavior among employees (Lange, 2008;
Luo, 2005). We label these risk management strategies, whereby organizations exercise orga-
nizational control through policies and structures that influence the institutional and task
environments and corrupt behavior (Azim & Kluvers, 2019; Luiz & Stewart, 2014; Luo,
2005). This risk management approach is also documented in international business (Cuervo-
Cazurra, 2016; Lange, 2008), public finance (Pick, Issa, Hughes, Sawyer, & Teo, 2012), and
accounting (Gorta, 2000) literatures. Indeed, we note that, like MNEs and larger corporations
(Azim & Kluvers, 2019; Hauser, 2019; Koessler & Lambert-Mogiliansky, 2013; Luo, 2005),
new micro and small businesses in these contexts can also use risk management operations,
such as establishing organizational policies that may help deter corruption and comply with
regulations. However, the risk management strategies detailed in previous research have
tended to be inward-looking (Azim & Kluvers, 2019; Hauser, 2019) and have failed to suf-
ficiently consider organizations’ interdependence with external actors. Thus, these strategies
are not entirely suitable for newer organizations due to their unique vulnerabilities (UNIDO
& UNODC, 2012; e.g., the liabilities of newness [Freeman, Carroll, & Hannan, 1983] and
smallness [Aldrich & Auster, 1986]). For these organizations, their interdependence with
other actors in their environments (Aldrich & Fiol, 1994; Hannah & Eisenhardt, 2018)
impacts their responses to corruption, making corruption resistance a delicate balancing act
whereby entrepreneurs tend to consider their dependence on external actors.

Adding the interdependence lens (Casciaro & Piskorski, 2005; Emerson, 1962) deepens
our understanding of risk management operations in resisting corruption. First, we show that
risk management strategies do not restructure entrepreneurial organizations’ dependence on
focal organizations or use power against other organizations. Akin to Emerson’s (1962) idea
of “cost reduction,” which entails “adjusting one’s personal, social or economic values to
minimize the cost of meeting the demands of a powerful counterpart, risk management tac-
tics do not change the existing dependencies. However, they are less about minimizing the
cost of conformity to corruption demands from powerful counterparts and more about mini-
mizing the organization’s exposure to corruption without changing its power-dependence
dynamics. Second, although these risk management operations happen at the organizational
level, not all must be inward-looking. In addition to unilateral risk management operations
(e.g., instituting policies and robust internal controls that influence organizational members’
behavior; Luo, 2005), entreprencurs also engage in bilateral risk management, which consid-
ers other actors (e.g., regulatory compliance to minimize regulators’ solicitations or strengthen
their bargaining positions with clients).

Moreover, our findings show that entrepreneurs’ strategies to resist corruption go beyond
managing corruption risks at the organizational level. Entrepreneurs do much more (includ-
ing restructuring their dependence and enacting avoidance strategies). Indeed, entrepreneurs
use organization-focused corruption resistance strategies that unilaterally or bilaterally
restructure their dependence. That is, organizations that are highly dependent on other orga-
nizations tend to be more vulnerable to corrupt demands. As such, entrepreneurs strategize to
minimize this vulnerability in the long run by increasing their resource capabilities and over-
all competitiveness, thus giving their organizations a better chance against corrupt actors.
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Entrepreneurs restructure their organizations’ dependence by employing strategic alliances,
customer diversification, and tactics that build a reputation for quality and excellence to
improve their organizations’ capacity and competitiveness, thus reducing the need to use cor-
ruption to gain favorable outcomes in exchange interactions. Entreprencurs also tend to avoid
certain organizations, thus minimizing corruption. They can do so through strategic business
design or customer selection that enables them to bypass certain actors more prone to corrupt
dealings.

In addition to resistance mechanisms geared toward focal organizations, entreprencurs act
against agents from focal organizations. Specifically, they resist corruption by influencing
agents’ discretion through co-optation and challenging tactics or using avoidance tactics.
Using these agent-focused strategies suggests that entrepreneurs perceive power in terms of
societal relationships—namely, how they see themselves and other actors within their envi-
ronments. Using agent-level resistance mechanisms emphasizes the many social and rela-
tional dynamics present within resource exchanges. More explicitly, they illustrate that
entrepreneurs rely on individual agents to achieve specific processes and outcomes in
exchange interactions (Castelfranchi, Miceli, & Cesta, 1992), not only because of these
agents’ possession or control of specific resources but because of their social capital (i.c.,
their positions in the social structure as well as their relationships with other actors; Adler &
Kwon, 2002). Indeed, entrepreneurial organizations (based on their willingness and capabil-
ity) may exercise agency, power, and influence over external pressures (Oliver, 1991). This
finding implies that organizational control includes all three sources of power proposed by
Astley and Sachdeva (1984): resource control, hierarchical authority, and network centrality.
By adding social and relational dynamics to this discussion, we emphasize the connection
between resource control and the social environment, and consider the individuals involved
in exchanges as an essential part of interdependence. Therefore, although power may be
derived from controlling relevant resources or from influencing those who hold those
resources (Casciaro & Piskorski, 2005), it is often a property of social relationships and con-
text rather than an attribute of an actor (Emerson, 1962; Pfeffer, 1981).

Moreover, using power to manage interdependence typically explains how established or
powerful organizations infiltrate less powerful organizations to influence them, for example,
through board infiltration (Casciaro & Piskorski, 2005) or engaging in political activity, such
as lobbying to influence and manipulate their environments (Hillman, Withers, & Collins,
2009; Oliver, 1991). These power-use tactics tend to be beyond the reach of many new orga-
nizations (Choi, Jia, & Lu, 2015; Yli-Renko, Denoo, & Janakiraman, 2020). Although rela-
tively little is known about how weaker (or power-disadvantaged) actors influence dominant
actors, a few studies have highlighted the use of power to influence agents’ discretion. For
example, Biru, Arenius, Bruton, and Gilbert (2024) found that entreprencurs enlist various
political strategies, such as humanizing themselves and evoking social relationships, to mini-
mize pressures to comply with regulations. Our findings also illustrate that despite their dis-
advantaged positions, entrepreneurs can challenge or co-opt agents, thus influencing them to
act in the entrepreneurs’ best interests and ultimately resist corruption. Similarly, Santos and
Eisenhardt (2009) found that entreprencurs can subtly use soft power to influence organiza-
tions to gain a competitive advantage. These findings illustrate that using power is not just
for more powerful actors; less powerful entrepreneurs can also use power (and political
actions) to influence those in more advantaged positions to act in the entrepreneurs’ best
interests.
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As consistently illustrated in this paper, interdependence complicates the decision to resist
corruption if entrepreneurs do not have all the necessary resources. As such, entrepreneurs
motivated to resist corruption (i.e., having transactional or values-based motivations) must
also have sufficient leverage to resist corruption while meeting their resource needs (i.c.,
capability). To resist, entrepreneurs may restructure their organization-level resource depen-
dence, avoid interactions with specific organizations, and/or engage in risk management.
They may also use power to influence individual agents in interactions and/or avoid agents
with a high propensity for corruption. The corruption resistance strategies used can partly be
explained by exchange theory, which states that interdependent organizations may unilater-
ally or bilaterally restructure their dependence on others and/or use power in a way that does
not alter their power dependence dynamics (Casciaro & Piskorski, 2005; Emerson, 1962).
However, in addition to these mechanisms, our findings illuminate the use of risk manage-
ment and avoidance strategies in situations in which the power dependence dynamics cannot
casily be changed. Moreover, we note that these corruption resistance strategies can be
focused on organizations or agents, thus expanding the discussion to include social-relational
dynamics in exchange interactions (Gulati, 1995; Uzzi, 1996). Ultimately, we show that even
weak, resource-strapped entrepreneurs have the power (derived from resource control and
contextual social-structural dynamics; Astley & Sachdeva, 1984) to resist endemic corrup-
tion without adversely affecting their ventures’ chances of survival.

Limitations and Future Research

The inductive nature of our qualitative study makes it vulnerable to generalizability chal-
lenges. Specifically, in this research, we studied Tanzanian entrepreneurs within a limited
number of industries to learn how they understand and respond to corruption while exhibit-
ing symbiotic interdependence with the actors in their corrupt environments. Due to the
nature of corruption (illegal and secretive), we could not conduct direct observations of cor-
rupt transactions. We had to rely on interviewer accounts and validations to study the phe-
nomenon. We hope other researchers within other contexts and methodological traditions can
test our findings and thus expand the discussion about corruption resistance. Finally, our
study focused on a single period. Future research could consider taking a longitudinal
approach to gain valuable insights into entrepreneurs’ responses to corruption and how their
views on resistance and strategies change.

Conclusion

This study delves into the decisions of entrepreneurs of new organizations that are strapped
for resources, and need legitimacy, yet face corruption pressures from interdependent orga-
nizations, providing insights into why, when, and how these entrepreneurs resist corruption
demands. Despite their vulnerabilities and challenges, entrepreneurs are motivated by trans-
actional and values-based factors to resist corruption. Nonetheless, entrepreneurs’ capability
to resist corruption without compromising their resource needs is constrained by their lever-
age (i.e., resource endowments and available alternatives). Influenced by their interdepen-
dence with other actors (which considers the social-relational dynamics present in exchange
interactions involving corruption), entrepreneurs strategize against focal organizations and
individual agents from these organizations to resist corruption while maintaining symbiotic
relationships with them.
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Appendix A
Table Al
Interview Data
Business ~ Years of

Business Age Profession
ID Role Industry Model  Gender Age Registration (Years)  Experience
11 Cofounder Food processing B2B, B2C F 25-35 Company limited 3 <5
12 Operations Manager Construction B2B M 25-35 Company limited 7 5-10
13 Founder Advisory B2B M 36-45 Company limited 8 16-20
14 Founder Imports B2B,B2C M 25-35 Sole proprietorship 7 5-10
I5  Founder IT B2B M 36-45 Company limited 6 16-20
16 Founder Healthcare B2C F 25-35 Partnership <1 5-10
17 Founder Construction B2B,B2C M 25-35 Company limited <1 <5
18  Founder Food and beverage B2C, M 25-35  Sole proprietorship 3 <5

some B2B
19 Founder Horticulture B2C M 25-35 Sole proprietorship 5 <5
110 Founder Construction B2B M 25-35 Company limited 6 5-10
111 Founder IT (fintech) B2C, M 25-35 Company limited 3 5-10

some B2B
112 Founder Construction B2B M 25-35 Company limited 1 <5
113 Cofounder IT/social ent. B2C M 25-35 Company limited 2 <5
114 Founder IT/lending B2B,B2C M 25-35 Company limited 2 11-15
115  Founder Communication B2B M 36-45 Company limited 2 11-15
116  Founder Communication B2B M 3645 Company limited 5 11-15
117  Cofounder Communication B2B M 36-45 Company limited 7 11-15
118 Cofounder Fashion B2B, B2C M 25-35 Partnership 5 5-10
119  Founder Fitness and child play B2B,B2C M 36-45 Sole proprietorship 2 5-10
120  Cofounder IT B2B F 25-35 Company limited 2 5-10
121  Founder Learning and B2B,B2C M 25-35 Sole proprietorship 1 11-15

development
122 Cofounder Advisory B2B M 36-45 Partnership 16-20
123 Founder Cross-border trading ~ B2B, B2C F > 45  Unregistered > 10 > 20
124 Founder Food and beverage B2B, B2C M 25-35 Mixed, formal and 2 <5
informal
125  Founder Energy B2B F 25-35 Company limited 4 <5
126  Founder Food and beverage B2C F 25-35 Unregistered 4 <5
127 Procurement Officer NGO B2B M 25-35 5-10
128  Procurement Officer  IT B2B M 25-35 5-10
129  Project Director NGO B2B F 25-35 5-10
130 Procurement Officer Government agency B2B M 25-35 5-10
131  Procurement Officer Furniture B2B F 25-35 5-10
132 Project Director NGO B2B M 36-45 > 20
133 Procurement Officer ~ Mining B2B F 25-35 5-10
134 Auditor, Tender Board Government agency B2B F 36-45 11-15
135 Tax Officer Tanzania Revenue N/A M 25-35 5-10
Authority
136  Advisor to Microfin. and ent. N/A M 25-35 5-10
Entrepreneurs Develop’t

137  Officer PCCB N/A M > 45 > 20

Note. B2B = Business to Business; B2C = Business to Customer; ent. = entrepreneurship; IT = Information
Technology; Microfin. = Microfinance; NGO = Non-Governmental Organization or nonprofit; PCCB = The
Prevention and Combating of Corruption Bureau.
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Table A2
Summary of Corruption Cases in Tanzania: 2010 to 2020

Total 20102015 Total 2016-2020 Percentage Change
New corruption cases opened 1,691 2,224 32%
Convictions 572 996 74%
Acquittals 646 906 40%
Reported incidents 31,046 29,727 -4%
Open investigations 5,577 5,762 3%
Money saved by PCCB (in billion TZS) 74.638 260.703 249%

Source: Authors’ compilation from PCCB’s annual reports from 2010 to 2020.
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