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§1 Introduction 

 

Entrepreneurship has become a popular career path all over the world and here has been 

intense interest in the subject shown by researchers and policymakers in both developed 

and developing countries. Research relating to entrepreneurship has been expanding 

rapidly and has touched upon a diverse range of issues. In 2003, for example, 

Richtermeyer published the results of her review of seventy-seven abstracts of articles 

that had then been recently published in academic journals and compiled the following 

extensive list of the areas of emerging research on entrepreneurship at that time: 

culture/ethnicity; economic growth; education/learning; entrepreneurship theory and 

practice; ethics; family-owned businesses; finance; firm performance/planning; gender; 

human resources; intepreneurship versus entrepreneurship; international 

entrepreneurship, cross-national comparisons and individual country studies; 

internationalization, exporting and small business; motivation/firm creation or 

dissolution/founder characteristics; quality systems; resource-based views of the firm; 

social networks/business groups/alliances; strategic planning and product development; 

supply chain management/distribution; teams; technology and technology-based firms; 

and venture capital.
1
  In addition, the interest in entrepreneurship is no longer confined to 

developing countries and it is now well established that encouragement of entrepreneurial 

activities, including new venture formation, can and should be an important policy tool 

for governments in emerging markets looking to stimulate economic growth and 

development.
2
  

 

According to Austin et al, it is possible to identify three streams of research relating to 

entrepreneurship that focus on the results of entrepreneurship, the causes of 

                                                           
1
 G. Richtermeyer, Emerging Themes in Entrepreneurship Research (University of Missouri, Business 

Research and Information Development Group, 2003), 2.  Richtermeyer also include a comprehensive list 

of the articles that were reviewed. 
2
 See, e.g., M. Harper, “The role of enterprise in poor countries”, Entrepreneurship Theory and Practice, 

15(4) (1991), 7–11; A. Gibb, “Small business development in Central and Eastern Europe—Opportunity 

for a rethink?”, Journal of Business Venturing, 8 (1993), 461–486; D. Audretsch, The role of small 

business in restructuring Eastern Europe (Vaxjo, Sweden: 5th Workshop for Research in Entrepreneurship, 

1991).  Other studies that have identified entrepreneurship as a critical factor in national economic 

development include S. Birley, “New ventures and employment growth”, Journal of Business Venturing, 
2(2) (1987), 155-165; P. Reynolds, “New firms: Societal contributions versus survival potential”, Journal 
of Business Venturing, 2(3) (1987), 231-246; M. Morris and P. Lewis, “Entrepreneurship as a significant 
factor in societal quality of life”, Journal of Business Research, 23(1) (1991), 21-36; and S. Shane, L. 

Kolvereid and P. Westhead, “An exploratory examination of the reasons leading to new firm formation 
across country and gender (Part 1)”, Journal of Business Venturing, 6(6) (1991), 431-446.   



Research on Entrepreneurship  

Copyright © 2018 by Alan S. Gutterman.  Information about the author, the Sustainable Entrepreneurship 

Project (seproject.org) and permitted uses of this Work appears at the end of this Work. 

 

2 
entrepreneurship and entrepreneurial management.

3
  A well-known example of research 

on the results and impact of entrepreneurship is Schumpeter’s theory of the entrepreneur 

as a “change agent” who identifies and attacks opportunities to harness innovation to 

engage “creative destruction” that overturns the way business has been done in entire 

industries and markets.
4
  Research on the causes of entrepreneurship includes work on 

understanding the personal drives and motivations of entrepreneurs themselves and relies 

heavily on psychology and sociology.
5
 Research on entrepreneurial management focuses 

on the practical steps that must be taken to execute exploitation of opportunities in an 

entrepreneurial manner and includes research on the dynamics of startups and venture 

capital
6
, intrapreneurship (i.e., entrepreneurial innovation inside established companies)

7
, 

organizational life cycles
8
, and predictors of entrepreneurial success

9
. 

 

Austin et al. were particularly interested in the last of three research streams mentioned 

above, which they described as the “how” of entrepreneurship (i.e., how opportunities are 

recognized, the process of committing to an opportunity, the steps taken to gain control 

over resources, the steps taken to generate success and new information that can be used 

in the pursuit of additional resources, management of a network of resources that may or 

may not be within a single hierarchy and the decision made about allocating rewards 

among the participants).
10

  They suggested that in order to better understand the process 

of entrepreneurial management reference should be made to an analytical framework 

proposed by Sahlman that is based on four interrelated elements that are crucial for 

entrepreneurial activity11:  

 

                                                           
3
 H. Stevenson and J. Jarillo, “A new entrepreneurial paradigm” in A. Etzioni and P. 

Lawrence (Eds), Socio-economics: Toward a new synthesis (Armonk, NY: M.E. Sharpe, 1991), 185. 
4
 J. Schumpeter, The theory of economic development (Cambridge, MA: Harvard University Press, 1934). 

5
 See, e.g., O. Collins and D. Moore, The enterprising man (East Lansing, MI: Michigan State University, 

1964); and D. McClelland, The achieving story (Princeton, NJ: D. Van Nostrand, 1961). 
6
 See, e.g., J. Timmons and W. Bygrave, “Venture capital's role in financing innovation for economic 

growth”, Journal of Business Venturing, 1 (1986), 161 
7
 See, e.g., R. Burgelman, “Corporate entrepreneurship and strategic management: Insights from a process 

study”, Management Science, 29 (1983), 1349; and R. Burgelman, “Designs for corporate entrepreneurship 

in established firms”, California Management Review, 26 (1984), 154. 
8
 See, e.g., R. Quinn and K. Cameron, “Organizational life cycles and shifting criteria of 

effectiveness”, Management Science, 29 (1983), 33. 
9
 See, e.g., A. Cooper and A. Bruno, Predicting performance in new high-technology firms (Academy of 

Management, Proceedings of the 35th Annual Meeting, August 1975), 426; and M. Dollinger, 

“Environmental boundary spanning and information processing effects on organizational 

performance”, Academy of Management Journal, 27 (1984), 351. 
10

 H. Stevenson, “The heart of entrepreneurship”, Harvard Business Review, 63 (1985), 85; and H. 

Stevenson and J. Jarillo, “A new entrepreneurial paradigm” in A. Etzioni and P. Lawrence (Eds), Socio-

economics: Toward a new synthesis (Armonk, NY: M.E. Sharpe, 1991), 185. 
11

 Adapted from J. Austin, H. Stevenson and J. Wei-Skillern, “Social and Commercial Entrepreneurship: 
Same, different, or both?”, Entrepreneurship Theory and Practice, 30(1) (2006), 1 (citing W. Sahlman, 

“Some thoughts on business plans”, in W. Sahlman, H. Stevenson, M. Roberts and A. Bhide (Eds), The 

entrepreneurial venture (Boston: Harvard Business School Press, 1996), 138); and P. van Eijck, Sustainable 

Entrepreneurship: Institutional profile and cross-country comparison Denmark & US and its Viability 

(Rotterdam: Bachelor Thesis in Entrepreneurship, Strategy and Organizations Economics from Erasmus 

School of Economics, January 2012). 
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 People:  This element is defined as those who actively participate in the venture or 

who bring resources to the venture and includes both those within the organization 

and those outside the organization who must be involved in order for the venture to 

be successful.  This element includes not only the personal characteristics of the 

entrepreneur such as his or her skills, attitudes, contacts, goals and values, but also the 

cumulative skills, attitudes, knowledge, contacts, goals and values of all participants 

that provide the mix of resources that contribute to the success of the venture.  

 Context: This element includes relevant factors that are generally outside of the 

control of the entrepreneur but which be expected to have an impact on his or her 

activities.  Examples include the general economy, taxes and other regulations and the 

socio-political institutions in the areas in which the entrepreneur intends to operate. 

Specific contextual factors identified by Austin et al. included economic environment, 

tax policies, employment levels, technological advances, and social movements such 

as those involving labor, religion and politics.  Entrepreneurs need to understand that 

context frames the opportunities and risks for every new venture and need to 

determine which factors must be consciously addressed from a strategic perspective 

and which are best left to play out as they will since the entrepreneur has limited time 

and ability to attend to everything that might have an impact on the venture. 

 Deal:  Austin et al. used the term “deal” to refer to the substance of the bargain that 

define who among the participants in a venture gives what, who among the 

participants in the venture gets what, and how and when those deliveries and receipts 

will take place.  The deal emerges from a bargaining process that normally addresses 

topics such as economic benefits, social recognition, autonomy and decisions rights, 

satisfaction of deep personal needs, social interactions, fulfillment of generative and 

legacy desires, and delivery on altruistic goals.
12

  

 Opportunity:  In order for the entrepreneur to spring into action he or she must 

perceive an opportunity, which Austin et al. defined as “any activity requiring the 

investment of scarce resources in hopes of a future return”.
13

  The entrepreneur must 

have a vision of a future that is better for him or her and must be able to develop and 

implement a credible path to change the current situation to that desired future state.  

Austin et al. observed that “change” is generally difficult and it is challenging for 

entrepreneurs to bring followers together to agree on a common definition of 

opportunity and change that can be shared and used as motivation for joint action by 

the multiple constituencies that must work together in order to create change.  For 

example, change usually impacts power relationships, economic interests, personal 

networks, and even the self-image of participants.  

 

While each element of the framework above, which is often referred to as the “PCDO” 

model, is introduced and described separately, Austin et al. made it clear that they must 

be understood and applied as being interdependent and situationally determined and that 

                                                           
12

 R. Martin and S. Osberg, “Social entrepreneurship: The case for definition.” Stanford Social Innovation 

Review, Spring 2007, 28. 
13

 J. Austin, H. Stevenson and J. Wei-Skillern, “Social and Commercial Entrepreneurship: Same, different, 

or both?”, Entrepreneurship Theory and Practice, 30(1) (2006), 1,5 (citing W. Sahlman, “Some thoughts on 

business plans”, in W. Sahlman, H. Stevenson, M. Roberts and A. Bhide (Eds), The entrepreneurial 

venture (Boston: Harvard Business School Press, 1996), 138, 140). 
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4 
the fit among them is continuously changing and must be carefully monitored.  For 

example, Austin et al. pointed out that changes in “context” often require bring in new 

people with different skill sets and jettison other people whose skills have become 

obsolete and that these changes will usually trigger the need for bargaining around a 

restructured “deal” among the new group of participants.  Changes in context can also 

cause entrepreneurs to perceive new opportunities that require a different strategy and 

path to change that will impact each of the other elements. 

 

Mueller and Thomas have observed that while entrepreneurship has clearly become a 

popular topic around the world a number of interesting and important questions regarding 

entrepreneurial activities and formation of new ventures remain to be answered with 

respect to countries other than the US.
14

  In fact, one of the most interesting and 

promising areas of entrepreneurship research is “international entrepreneurship”, which 

Oviatt and McDougall defined as “(…) the discovery, enactment, evaluation, and 
exploitation of opportunities—across national borders—to create future goods and 

services”.
15

   Hessels has explained that, as a field of research, international 

entrepreneurship involves “research into entrepreneurship in multiple countries (cross-

country comparisons of the nature and extent of entrepreneurial activity) and research 

into cross-border entrepreneurship (international activity of SMEs and new ventures)”.
16

   

 

It is believed that international entrepreneurship first appeared in the literature in the late 

1980s and began as a response to evidence that technological advances and cultural 

awareness were driving new ventures beyond their more familiar domestic environments 

toward entering previously untapped foreign markets.
17

  McDougall and Oviatt noted 

research activities under the umbrella of international entrepreneurship expanded beyond 

“new venture internationalization” to include topics such as national culture,
18

 alliances 

                                                           
14

 S. Mueller and A. Thomas, “Culture and Entrepreneurial Potential: A Nine Country Study of Locus of 
Control and Innovativeness”, Journal of Business Venturing, 16 (2000), 51-75, 53. 
15

 B. Oviatt and P. McDougall, “Defining International Entrepreneurship and Modeling the Speed of 

Internationalization”, Entrepreneurship Theory and Practice, 29(5) (2005), 537-553, 540.  
16

  J. Hessels, International Entrepreneurship: An Introduction, Framework and Research Agenda 

(Zoetermeer, The Netherlands: Scientific Analysis of Entrepreneurship and SMEs, 2008), 4 (citing J. Lu 

and P. Beamish, “The Internationalization and Performance of SMEs”, Strategic Management Journal, 

22(6/7) (2001), 565-586; N. Coviello and M. Jones, Methodological Issues in International 

Entrepreneurship Research, Journal of Business Venturing, 19(4) (2004), 485-508; and B. Oviatt and P. 

McDougall, “Defining International Entrepreneurship and Modeling the Speed of Internationalization”, 
Entrepreneurship Theory and Practice, 29(5) (2005), 537-553).  McDougall and Oviatt explained that “the 
scholarly field of international entrepreneurship examines and compares--across national borders--how, by 

whom, and with what effects those opportunities are acted upon”.  P. McDougall and B. Oviatt, “Some 

Fundamental Issues in International Entrepreneurship”, United States Association for Small Business and 
Entrepreneurship, http://www.usasbe.org/knowledge/whitepapers/mcdougall2003.pdf, [Accessed March 

31, 2012]. 
17

 Morrow, International Entrepreneurship: A New Growth Opportunity, 3 New Mgmt. 59-61 (1988); S. 

Zahra and G. George, International entrepreneurship: The Current Status of the Field and Future Research 

Agenda, in M. Hitt, R. Ireland, S. Camp and D. Sexton, Strategic Entrepreneurship: Creating a New 

Mindset (2002). 
18

 R. McGrath and I. MacMillan, More Like Each Other than Anyone Else? A Cross-Cultural Study of 

Entrepreneurial Perceptions, 7 Journal of Business Venturing 419 (1992); A. Thomas and S. Mueller, A 
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5 
and cooperative strategies,

19
 small and medium sized company internationalization,

20
 top 

management teams,
21

 entry modes, cognition,
22

 country profiles,
23

 corporate 

entrepreneurship,
24

 exporting,
25

 knowledge management,
26

 venture financing,
27

 

technological learning
28

 and entrepreneurship in developing countries. They also reported 

that international entrepreneurship research had quickly become multi-disciplinary and 

attracted the interest and resources of researchers in the areas of international business, 

entrepreneurship, anthropology, economics, psychology, finance, marketing and 

sociology. Another indicator of growing interest in international entrepreneurship has 

been the increased coverage of the topic in leading academic journals and the launch of a 

completely new journal, the Journal of International Entrepreneurship, dedicated 

specifically to the field.
29

  In any event, international entrepreneurship is a field that 

remains relatively new and immature from a research perspective and holds great promise 

for informing policymakers and educators about how best to encourage meaningful new 

business formation that contributes to economic growth and development. 

 

§2 Global Entrepreneurship Monitor 

 

                                                                                                                                                                             

Case for Comparative Entrepreneurship: Assessing the Relevance of Culture, 31 J. Int'l Bus. Stud. 287 

(2000). 
19

 Steensma, L. Marino, M. Weaver and P. Dickson, The Influence of National Culture in the Formation of 

Technology Alliances by Entrepreneurial Firms, 43 Acad. Mgmt. J. 951 (2000); H. Li and K. Atuahene-

Gima, Product Innovation Strategy and the Performance of New Technology Ventures in China, Acad. 

Mgmt. J. 1123 (2001). 
20

 Lu and Beamish, The Internationalization and Performance of SMEs, 22 Strategic Mgmt. J. 565 (2001). 
21

 A. Reuber and E. Fischer, The Influence of the Management Team's International Experience on the 

Internationalization Behavior of SMEs, 28(4) J. Int'l Bus. Stud. 807 (1997). 
22

 Mitchell, Smith, Seawright and Morse, Cross-Cultural Cognitions and the Venture Creation decision, 

43(5) Acad. Mgmt. J. 974 (2000). 
23

 Busenitz, Gomez and Spencer, Country institutional profiles: Unlocking entrepreneurial phenomena, 43 

Acad. Mgmt. J. 994 (2000).  
24

 Birkinshaw, Entrepreneurship in Multinational Corporations: The Characteristics of Subsidiary 

Initiatives, 18 Strategic Mgmt. J. 207 (1997). 
25

 W. Bilkey and G. Tesar, The export behavior of smaller-sized Wisconsin manufacturing firms, 8 J. Int'l 

Bus. Stud. 93 (1977). 
26

 W. Kuemmerle, Home Base and Knowledge Management in International Ventures, 17 Journal of 

Business Venturing 99 (2002). 
27

 J. Roure, R. Keeley and T. Keller, Venture Capital Strategies in Europe and the U.S. Adapting to the 

1990's, in N. Churchill et al. (eds.) Frontiers of Entrepreneurship Research 345 (1992). 
27

 S. Zahra, R. Ireland and M. Hitt, “International expansion by new venture firms: International diversity, 
mode of market entry, technological learning and performance”, Academy of Management Journal, 43 

(2000), 925-950. 
28

 S. Zahra, R. Ireland and M. Hitt, “International expansion by new venture firms: International diversity, 
mode of market entry, technological learning and performance”, Academy of Management Journal, 43 

(2000), 925-950. 
29

 For useful reviews of international entrepreneurship literature and research issues, see P. McDougall and 

B. Oviatt, International entrepreneurship literature in the 1990s and directions for future research, in D. 

Sexton and R. Smilor (Eds.), Entrepreneurship 2000 291 (1997); S. Zahra and G. George, International 

entrepreneurship: The current status of the field and future research agenda, in M. Hitt, R. Ireland, S. Camp 

and D. Sexton, Strategic Entrepreneurship: Creating a New Mindset (2002). 
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6 
The Global Entrepreneurship Monitor (“GEM”) is a partnership between the London 

Business School and Babson College that administers a comprehensive research program 

to produce annual assessments of national levels of entrepreneurial activity.  The project 

was first launched in 1999, when it covered just ten countries, and has since grown to 

cover as many as 85 countries in subsequent years and is recognized as the largest 

ongoing study of entrepreneurial dynamics in the world.  The main objectives of the 

GEM program are measurement of differences in the level of entrepreneurial activity 

between countries, uncovering the factors that lead to appropriate levels of 

entrepreneurship and making suggestions for policies that may lead to enhancement of 

national levels of entrepreneurial activity.  The GEM, like other models, has always been 

focused on exploration of the link between entrepreneurship and economic development 

and its original model attempted to integrate several variables thought necessary to enable 

business activity including entrepreneurial capacity, entrepreneurial opportunities and 

certain “entrepreneurial framework conditions” discussed in more detail below.  

Recently, the GEM model was revised to take into account that the contribution of 

entrepreneurs to an economy varies according to its phase of economic development, 

with those phases being defined in the manner suggested by Porter et al. and described 

elsewhere in this chapter, namely “factor-driven economies”, “efficiency-driven 

economies” and “innovation-driven economies”.  A large amount of information 

regarding the work of the GEM researchers is available at its website and in addition to 

the annual global reports, such as the one for 2011 referred to herein, there are a number 

of country-specific “national reports” that provide international benchmarking, local 

context and recommendations for national entrepreneurship policies. 

 

The GEM is based on a conceptual model of the institutional environment and its effect 

on entrepreneurship.  The model recognizes the importance of the social, cultural and 

political context in which entrepreneurial activities occur and assumes that these 

contextual factors influence three sets of conditions: basic requirements, which include 

institutions, infrastructure, macroeconomic stability, health and primary education; 

“efficiency enhancers”, which include higher education, goods and labor market 

efficiency, financial market sophistication, technological readiness and market size; and 

the “entrepreneurial framework conditions” discussed below.  Entrepreneurship itself is 

measured by looking at the entrepreneurship profile of prospective and actual 

entrepreneurs, including their attitudes, activities and aspirations; and at the 

entrepreneurship process itself.  The GEM researchers acknowledge that entrepreneurship 

is a process that extends over multiple phases, thus allowing opportunities for assessing 

the state of entrepreneurship in a particular society at different phases.  These 

entrepreneurship phases can be briefly summarized as follows
30

: 

 

 Potential entrepreneurs: These are persons who see opportunities in their areas, 

believe they have the abilities and resources to start businesses to pursue those 

opportunities and who are not deterred by fear of failure in pursuing those 

opportunities.  The level of broader societal support for entrepreneurship is also 

                                                           
30

 D. Kelley, S. Singer and M. Herrington, Global Entrepreneurship Monitor: 2011 Global Report (Babson 

Park, MA: Global Entrepreneurship Research Association, 2012), 5. 
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7 
important at this phase.  The GEM survey uses a variety of measures of 

entrepreneurial perceptions, intentions and societal attitudes including perceived 

opportunities, perceived capabilities, fear of failure, entrepreneurial intentions, 

entrepreneurship as a “good career choice” high status to successful entrepreneurs 

and media attention for entrepreneurship. 

 Expected entrepreneurs: Expected entrepreneurs are those persons who have not yet 

started a business but who have expressed an expectation that they would start a 

business within the next three years. 

 Nascent activity: This phase covers the first three months after the entrepreneur 

establishes a new business to pursue the identified opportunities. 

 New business owners: These are persons who have successfully emerged from the 

nascent phase and have been in business more than three months but less than three 

and one-half years. 

 Established businesses: These are businesses that have been operating for more than 

three and one-half years, thus moving beyond “new business owner” status. 

 Discontinued businesses: Discontinued businesses, regardless of how long they were 

operating, are factored into the analysis because they are a source of experienced 

entrepreneurs who may start new businesses and/or use their expertise and experience 

to support other entrepreneurs (e.g., by providing financing and/or business advice). 

 

Data collection for the GEM project includes a minimum of 2,000 adult (i.e., 18-64 years 

of age) population surveys in each GEM country to track the entrepreneurial attitudes, 

activity and aspirations of individuals; and input and assessment from a minimum of 36 

experts in each GEM country on “entrepreneurial framework conditions”, or “EFCs”, that 

are thought to reflect major features of a country's socio-economic milieu that are 

expected to have a significant impact on the entrepreneurial sector.  The adult population 

surveys provide a means for measuring individual involvement in venture creation, 

identifying the motives of entrepreneurs, measuring the aspirations of entrepreneurs with 

respect to pursuing high growth and/or activities in foreign markets and understanding 

the societal climate for entrepreneurship.  The “climate for entrepreneurship” includes not 

only the perceptions of prospective entrepreneurs regarding the availability of 

opportunities around them, their ability to start businesses and the value of doing so but 

also the availability of positive support from others regarding entrepreneurship as 

measured by “societal perceptions” of entrepreneurship and the willingness of vendors 

and investors to supply tangible and financial resources.   The national expert surveys 

measure the following nine EFCs: 

 

 Finance:  The availability of financial resources—equity and debt—for small and 

medium enterprises (“SMEs”) (including grants and subsidies); 

 Government policies: The extent to which taxes or regulations are either size-neutral 

or encourage SMEs; 

 Government programs: The presence and quality of direct programs to assist new and 

growing firms at all levels of government (national, regional, municipal); 
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 Entrepreneurial education and training:  The extent to which training in creating or 

managing SMEs is incorporated within the education and training system at all levels 

(primary, secondary and post-school); 

 R&D transfer: The extent to which national research and development will lead to 

new commercial opportunities and is available to SMEs; 

 Commercial and professional infrastructure: The presence of property rights and 

commercial, accounting, and other legal services and institutions that support or 

promote SMEs; 

 Entry regulation: Contains two components including “Market Dynamics”, which is 

the level of change in markets from year to year, and “Market Openness”, which is 

the extent to which new firms are free to enter existing markets; 

 Physical infrastructure and services:  Ease of access to physical resources—
communication, utilities, transportation, land or space—at a price that does not 

discriminate against SMEs; and 

 Cultural and social norms: The extent to which social and cultural norms encourage 

or allow actions leading to new business methods or activities that can potentially 

increase personal wealth and income. 

 

The GEM researchers measure “total early-stage entrepreneurial activity”, or “TEA”, for 

each country by identifying and combining entrepreneurs who are either engaged in 

nascent activities or acting as new business owners.  In addition to a TEA rate for each 

country, the GEM researchers also score and rank countries with respect to established 

business ownership rate, discontinuation of businesses, necessity-driven entrepreneurship 

as a percentage of TEA and improvement-driven opportunity entrepreneurship as a 

percentage of TEA.  Countries are grouped by their phase of economic development so 

that comparisons can be made among comparable countries and researchers can also 

track how entrepreneurial activities change as countries develop economically and 

socially.  As noted above, the GEM researchers borrowed from Porter by suggesting that 

countries go through three stages of economic development: a factor-driven stage; an 

efficiency-driven stage; and, finally, an innovation-driven stage.
31

  Acs and Szerb have 

provided the following brief descriptions of each of these stages:
32

  

 

 The factor-driven stage is marked by high rates of agricultural self-employment and 

countries in this stage generally compete based on low-cost efficiencies in the 

production of commodities or low value-added products.  Countries in this stage do 

not create knowledge that can be used for innovation nor do they use knowledge to 

engage in exporting activities.  In the 2011 GEM survey, for example, seven of the 54 

countries fell into the factor-driven stage including Guatemala (with the highest TEA 

among the group) and Pakistan (with the lowest TEA among the group).
33

  

                                                           
31

  M. Porter, Global Competitiveness Report (Geneva: World Economic Forum, 2002). 
32

  Z. Acs and L. Szerb, “The Global Entrepreneurship and Development Index (GEDI)” (Paper presented 
at Summer Conference 2010 on “Opening Up Innovation: Strategy, Organization and Technology”, 
Imperial College London Business School, June 2010). 
33

 D. Kelley, S. Singer and M. Herrington, Global Entrepreneurship Monitor: 2011 Global Report (Babson 

Park, MA: Global Entrepreneurship Research Association, 2012), 10. 
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 The efficiency-driven stage requires that countries engage in efficient productive 

practices in large markets so that firms are achieve and exploit economies of scale.  

Industries in this stage are generally manufacturing-based and focused on the 

production and distribution of basic goods and services.  Self-employment tends to 

decline during this stage and capital, labor and technology begin to emerge as the key 

drivers of productivity.  In the 2011 GEM survey, for example, 24 of the 54 countries 

fell into the efficiency-driven stage including China, Chile and Peru with the highest 

TEA rates among the group and Hungary, Malaysia and Russia with the lowest TEA 

rates among the group.
34

 

 In the innovation-driven stage, the key input is “knowledge” and decisions about 

embarking on new projects are based on primarily on expected net returns and the 

likelihood that economic activities can generate high value added products and 

services.  In the 2011 GEM survey, for example, 23 of the 54 countries fell into the 

efficiency-driven stage including Australia and the US with the highest TEA rates 

among the group and Denmark, Japan and Slovenia with the lowest TEA rates among 

the group.
35

 

 

As discussed below, as countries transition between stages of development there will be 

changes in their entrepreneurship profile.  Even among comparable countries, countries at 

the same stage of economic development, the rate and profile of entrepreneurship may 

vary significantly due to environmental constraints that are specific to a given country.  

For example, a country may have a high rate of start-up activity but fail to maintain that 

rate at the established business phase due to societal factors that make it difficult for 

nascent entrepreneurs to maintain their momentum and get their businesses to the point 

where they are sustainable.  In addition, the GEM researchers have often cautioned that 

higher TEAs do not necessarily imply better economic conditions.  For example, certain 

nations with higher levels of TEA, such as the United Arab Emirates, Iceland and Greece, 

experienced severe economic distress in the early 2010s and some innovation-driven 

economies, such as Japan, have historically had low levels of TEA. 

 

For 2011 survey results obtained from interviewing over 140,000 adults in 54 countries 

led the GEM researchers to make the following estimates
36

: 

 

 388 million entrepreneurs were actively engaged in starting and running new 

businesses; 

 There were 163 million women early-stage entrepreneurs; however, in most of the 

surveyed countries the entrepreneurship rates for women were significantly lower 

than for men; 

 There were 165 million young early-stage entrepreneurs (i.e., between the ages of 18 

and 35) and, in general, early-stage entrepreneurs tended to be young to mid-career 

(i.e., from ages 25 to 44) and entrepreneurs tended to be younger in the efficiency-

driven economies; 
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 141 million of the early-stage entrepreneurs expected to create at least five new jobs 

in the next five years; 

 65 million of the early-stage entrepreneurs expected to create 20 or more new jobs in 

the next five years; 

 69 million of the early-stage entrepreneurs offered innovative products and services 

that are new to customers and have few other competitors; and 

 18 million of the early-stage entrepreneurs sell at least 25% of their products and 

services internationally. 

 

The results reported by the GEM researchers reflect some of the nuances in their 

assessment of entrepreneurial activity.  In particular, the researchers who prepared the 

results of the 2011 GEM survey noted the interest in identifying the “profile of 

entrepreneurs”, rather than just the number of entrepreneurs, and that the report focused 

on three profile factors: inclusiveness, including the availability of entrepreneurial 

activities to women and people of various ages; industry, realizing that the skills and 

other attributes of entrepreneurs will differ from industry-to-industry; and, finally, 

impact, which looks at the role of innovation in an entrepreneurial endeavor and the 

aspirations of the entrepreneur with respect to internationalization and growth.
37

 

 

The 2011 GEM survey also generated data that allowed the researchers to reach various 

conclusions regarding entrepreneurial activities in the 54 countries that were part of the 

survey.  Highlights included the following
38

: 

 

 With regard to potential entrepreneurship, countries included among the factor-driven 

economies displayed higher average perceptions about entrepreneurial activities in 

their area than countries falling into the other two development levels and also 

displayed higher perceived capabilities to start a business than countries classified as 

efficiency- or innovation-driven economies.  The researchers explained that these 

differences could be attributed to individuals having different ideas about what kind 

of businesses to establish based on their level of development and noted that 

consumer-oriented businesses were the most popular in factor-driven economies 

while innovation-driven economies had a higher proportion of business services 

enterprises than countries in the other two development levels. 

 Potential entrepreneurship varied significantly among countries in the same level of 

economic development.  For example, the researchers pointed out that while 

Bangladesh, a factor-driven economy, scored highly on perceived opportunities the 

pool of entrepreneurs in that country was reduced by a high lack of confidence in 

ability to start a business and a high fear of failure.  On the other hand, another factor-

driven economy, Venezuela, displayed only an average level of perceived 

opportunities but had strong positive opinions regarding ability to start a business and 

a low fear of failure. 

 A number of European countries who had been pummeled by adverse economic 

conditions at the time of the survey had relatively low perceptions of opportunities 

                                                           
37

 Id. at 6, 15-21. 
38

 Id at 7-18. 



Research on Entrepreneurship  

Copyright © 2018 by Alan S. Gutterman.  Information about the author, the Sustainable Entrepreneurship 

Project (seproject.org) and permitted uses of this Work appears at the end of this Work. 

 

11 
and low rates of opportunities and capabilities were also found in some of the 

innovation-driven Asian economies such as Japan, Korea and Singapore.  The score 

from the respondents from the US with respect to perceived opportunities fell near the 

average of the innovation-driven economies; however, they were generally quite 

confident of their abilities to start a new business and had a relatively low fear of 

failure. 

 The researchers asked respondents whether they felt that entrepreneurship was a 

“good career choice” and found that the percentage of respondents answering 

affirmatively declined as economic development improved.  This finding was 

supported by the fact that perceptions about the status of entrepreneurs were higher in 

the factor-driven economies than in the other two development levels. 

 Entrepreneurial intentions, as measured by the percentages of individuals who had not 

yet started a business but had expressed an intention to start a business within the next 

three years, were highest in factor-driven economies.  Entrepreneurial intentions 

declined as the level of development increased.  There was evidence that 

entrepreneurial intentions were influenced by the types of economic activities 

typically carried out in a country with countries that placed a high emphasis on 

extractive resources (i.e., Russia and the United Arab Emirates) having relatively low 

entrepreneurial intention rates. 

 From 2010 to 2011 there was a significant increase in TEA rates in many economies 

across all development levels, an interesting trend given the turbulent economic 

conditions that countries all over the world were experiencing during that time. 

 Consumer-oriented business (e.g., retail enterprises) tended to dominate 

entrepreneurial activities at the factor-driven and efficiency-driven stages; however, 

business services, which rely and compete on knowledge and technology, were the 

most prominent among entrepreneurs in the innovation-driven economies.
39

 

 Among factor-driven economies necessity- and improvement-driven opportunism as a 

percentage of total TEA is roughly the same; however, as the level of development 

increased the necessity-driven opportunism became less important as a motivator to 

start a new business and improvement-driven opportunism became more important as 

a motivator.
40

 

 Comparing TEA rates to the rate of established business ownership, the GEM 

researchers found that TEA rates were highest in the factor-driven economies and 

decreased as the level of development increased and necessity-driven 

entrepreneurship declined.  There were significantly more early-stage entrepreneurs 

than established business owners in the factor-driven economies; however, on 

average, by the time a country reached the innovation-driven stage it could be 

                                                           
39

  Id. at 18.  In addition to consumer-oriented businesses and business services, the GEM survey also 
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40
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expected that the TEA rate would drop slightly become the level of established 

business ownership.   

 Business discontinuance declined as the level of economic development increased, a 

finding attributed, at least in part, to the higher proportion of entrepreneurs at the 

earlier development phases and the higher levels of risk that those entrepreneurs must 

overcome.  Business closings among factor- and efficiency-driven economies were 

often blamed on a lack of profitability and sources of financing while business 

discontinuances in the innovation-driven economies were more likely due to 

retirement, sale or the desire to pursue another opportunity. 

 

The GEM researchers also focused on three other important measures of 

entrepreneurship: entrepreneurs’ expectations regarding growth in terms of number of 

persons that will be employed in five years, the degree of “innovation” 
involved in the 

entrepreneur’s product or service and “internationalization” (i.e., the extent to which 

entrepreneurs sell to customers in foreign countries).
41

  Innovation was measured by 

looking at the extent to which an entrepreneur’s product or service was new to some or 

all customers of the entrepreneur and whether there were few or no other businesses 

offering the same product or service.  Measured in this way innovation is context-

dependent and determined by the entrepreneur’s main customer market.  Accordingly a 

product or service offered for the first time in one country would be deemed innovative 

with respect to that country even if the product or service is commonly sold by number of 

competitors in other countries.  Internationalization was measured by looking at what 

percentage of the entrepreneurs in a given country had at least 25% of their customers in 

foreign countries. 

 

The survey results included growth expectations for the 54 countries at three levels: 0-4 

employees in five years (low growth expectations), 5-19 employees in five years 

(medium growth expectations) and 20 or more employees in five years (high growth 

expectations).  While factor-driven economies had more entrepreneurs, most of them 

were in the low growth category.  On the other hand, innovation-drive economies had a 

lower percentage of entrepreneurs but those entrepreneurs were much more likely to have 

high growth expectations.  As for innovativeness, it is not surprising that the researchers 

found that it increased along with the level of economic development.  Finally, 

internationalization, like innovation, was lowest in the factor-driven economies but rose 

as economic development improved.  Internationalization appeared to be influenced by 

factors other than just economic development such as the size of the population and land 

mass in the “home country” and the size and diversity of the local market. 

 

The GEM researchers suggest that the nature of entrepreneurship and its contribution to 

the national economy changes as economies development and development should be 

accompanied by changes in emphasis of governmental policies.  For example, since 

economic development in factor-driven economies is largely driven by the “basic 

requirements” in the GEM conceptual model of the relationship between the institutional 
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13 
context and entrepreneurship, emphasis during that phase should be placed on 

development of institutions, infrastructure, macroeconomic stability and health and 

primary education.  Once an economy transitions into the efficiency-driven phase, 

government policies should be focused “efficiency enhancers” including the proper (i.e., 

“efficient”) functioning of goods and labor markets, development of higher education 

systems, enhancement of technological readiness and increasing the scope and 

sophistication of financial markets.  While these initiatives may not have an immediate 

direct impact on entrepreneurship they will provide the foundation for attracting and 

enabling higher levels of entrepreneurship in the future.  Finally, economies in, or about 

to enter, the innovation-driven phase requires governmental attention to each of the 

various EFCs mentioned above in order to create jobs and spur technical innovation. 

 

The highest ratings for EFCs in the 2011 GEM survey came from the experts in the 

innovation-driven economies, which confirmed the assumption that the basic 

requirements and efficiency enhancers included the GEM theoretical model are more 

developed in those economies and thus it is appropriate to focus on the EFCs.  Three of 

the EFCs were also considered to be quite important by experts from the factor-driven 

economies: post-school entrepreneurship education; internal market dynamics; and 

cultural and social norms for entrepreneurship.  Significant differences between 

innovation-driven economies and factor-driven economies were found with respect to the 

following EFCs: government programs, physical infrastructure, R&D transfer, finance 

and national policy.
42

 

 

§3 Global Entrepreneurship and Development Index 

 

Acs and Szerb believed that the GEM project and its focus on the business formation 

process in a large number countries, while impressive and valuable, fell short due to its 

failure to incorporate the different impacts of new businesses and its ranking of countries 

based primarily on the number of new businesses without regard to their success from a 

financial perspective or in terms of job creation, improving the local knowledge base and 

increasing the level of development and innovation.
43

  Specifically, they were critical of 

the tendency of empirical investigations of entrepreneurship to take “simple, one-

dimensional approaches” even as modern research theories implicitly acknowledged that 

entrepreneurship required a multi-dimensional definition.
44

  For example, they argued 

that indexes such as GEM’s TEA that are based solely or primarily on measures of “self-

employment”, business ownership, new business creation or the percentage of the adult 

population willing to engage in “entrepreneurial” activity
45

 neglected important 
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  Z. Acs and L. Szerb, “The Global Entrepreneurship and Development Index (GEDI)” (Paper presented 
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Imperial College London Business School, June 2010). 
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  Id.  
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14 
differences in the “quality” of entrepreneurial activity (e.g., skills, innovation and high 

growth); differences in environmental factors; and the efficiency and level of the 

society’s institutional setup (e.g., property rights, size and role of government and 

regulatory conditions to new venture formation).  Acs and Szerb believed that it was 

important to distinguish entrepreneurship from small businesses, self-employment, 

craftsmanship and “usual businesses” and defined entrepreneurship as “a dynamic 

interaction or entrepreneurial attitudes, entrepreneurial activity, and entrepreneurial 

aspiration that vary across stages of economic development”.
46

 

 

Using their definition of entrepreneurship, Acs and Szerb set out to address and overcome 

the above-described shortcomings of the GEM project and other then-existing measures 

of national entrepreneurship based primarily on business formation by creating the 

Global Entrepreneurship and Development Index (“GEDI”).
47

  Acs and Szerb explained 

that their goal in constructing the GEDI was to contribute to the understanding of 

economic development by providing a measuring tool that “captures the essence of the 

contextual features of entrepreneurship and fills a gap in the measure of development”.
48

  

The initial GEDI covered 71 countries around the world and was based on both the 

quality and quantity of the business formation process in those countries and designed to 

incorporate both individual and institutional level variables.
49

  In a report prepared for the 

                                                                                                                                                                             

of Entrepreneurship in Europe and the US”, Industrial and Corporate Change, 17(6) (2008), 1113-1145.  

With regard to business ownership rate, see M. Carree, A. van Stel, R. Thurik and S. Wennekers, 

“Economic Development and Business Ownership: An Analysis Using Data of 23 OECD Countries in the 
Period 1976–1996”, Small Business Economics, 19(3) (2002), 271-290; and A. Cooper and W. 

Dunkelberg, “Entrepreneurship and Paths to Business Ownership”, Strategic Management Journal, 7(1) 
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Describing the Phenomenon of New Venture Creation”, The Academy of Management Review, 10(4) 
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TEA, see Z. Acs, P. Arenius, M. Hay and M. Minniti, Global Entrepreneurship Monitor: 2004 Executive 

Report (Babson Park, MA: Babson College and London: London Business School, 2005); and N. Bosma, 

K. Jones, E. Autio and J. Levie, GEM executive report 2007 (Babson College, London Business School, 

and Global Entrepreneurship Research Consortium, 2008). 
46

  Z. Acs and L. Szerb, “The Global Entrepreneurship and Development Index (GEDI)” (Paper presented 
at Summer Conference 2010 on “Opening Up Innovation: Strategy, Organization and Technology”, 
Imperial College London Business School, June 2010). 
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US Small Business Administration Acs and Szerb explained that the GEDI captures the 

contextual features of entrepreneurship by focusing on three broad areas referenced in 

their definition of “entrepreneurship” referred to above: “The first is entrepreneurial 

attitudes, a society’s basic attitudes toward entrepreneurship through education and social 

stability.  The second area of focus is entrepreneurial activity, what individuals are 

actually doing to improve the quality of human resources and technological efficiency. 

The final area is entrepreneurial aspirations, how much of the entrepreneurial activity is 

being directed toward innovation, high-impact entrepreneurship, and globalization.”50
   

 

The GEDI created by Acs and Laszlo was a “super-index” based on societal scores on 

three sub-indexes measuring activity, aspiration and attitudes
51

: 

 

 The entrepreneurial attitude sub-index, or “ATT”, focuses on identifying and 

measuring “entrepreneurial attitudes” associated with a society’s entrepreneurship-

related behavior.  Among the areas of interest with respect to ATT are the potential 

for perceiving novel business opportunities, “fear of failure”, “startup skills” and 

personal networks.  Acs and Laszlo believed that several institutional factors would 

influence ATT including the size of the market, education, business risk, Internet 

usage and culture. 

 The entrepreneurial activity sub-index, or “ACT”, makes the GEDI distinguishable 

from other empirical measures of entrepreneurship through its focus on measuring 

“high growth potential start-up activity”.  Among the factors taken into account are 

“opportunity start-up motives”, sophistication or intensity of technology involved, 

level of education and product/service uniqueness.  Acs and Laszlo believed that the 

relevant institutional factors relating to ACT included ease of doing business (referred 

to as “business freedom”), the availability and absorption of the latest technology and 

the level of human development (i.e., education and training). 

 The entrepreneurial aspiration sub-index, or “ASP”, relates to what Acs and Laszlo 

called “the distinctive, qualitative, strategy related nature of entrepreneurial activity” 

and incorporates “the efforts of the early-stage entrepreneur to introduce new 

products and services, develop new production processes, penetrate foreign markets, 

substantially increase the number of firm employees, and finance the business with 

either formal or informal venture capital, or both”.
52

 

                                                                                                                                                                             
Global Competitiveness Index 2011-2012: Setting the Foundations for Strong Productivity” in K. Schwab 
(Ed), The Global Competitiveness Report 2011-2012 (Geneva: World Economic Forum, 2011), 3-50. 
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Acs and Szerb concluded that public policy makers must takes steps to strengthen 

institutions before a country’s entrepreneurial resources can be fully deployed.
53

  Thus, 

for example, steps must be taken to increase “business freedom” by easing restrictions on 

the ability of entrepreneurs to start, operate and close a business and making 

governmental processes with respect to business approvals more efficient and 

transparent.  In addition, the government must take appropriate action to improve the 

society’s human capital, through education and training to increase the capacity to absorb 

and apply new technologies, and reduce corruption and business risk by creating a legal 

framework that provides investors with a higher level of trust in entering into business 

transactions.  Institutional building should also be targeted toward activities that have 

been identified as drivers of development such as technology-based ventures and 

enterprises that pursue distinctive business strategies and seek to become fully integrated 

into a global marketplace. 

 

Acs and Szerb, like others
54

, observed that an understanding of entrepreneurship requires 

going beyond the traits and characteristics of the individual entrepreneur to also consider 

institutional variables and they noted that “[t]he dynamics of the [entrepreneurial] process 

can be vastly different depending on the institutional context and level of development 

within an economy”.
55

 They explained that entrepreneurship occurs within an 

environment that is influenced by economic development and that development directly 

impacts and strengthens institutions that eventually affect characteristics that are 

considered to be vitally important to the phenomenon of entrepreneurship such as quality 

of governance, access to capital and other resources, the perceptions of entrepreneurs and 

incentive structures for prospective entrepreneurs.  Researchers have found evidence that 

the strengthening of institutions causes more entrepreneurial activity to be shifted toward 

“productive entrepreneurship” which, in turn, strengthens economic development.
56

  

Entrepreneurial activity reaches its highest level of intensity as countries go through the 

innovation-driven stage and eventually levels off as institutions are fully developed and 

the country has achieved a high level of innovation.
57

 

 

Acs and Szerb reported the rankings of the 71 countries in their survey and noted that 

their findings were significantly and highly correlated with other well-known 

measurement tools such as the Global Entrepreneurship Index, Index of Economic 
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Freedom and Global Competitiveness Index.  When reporting the rankings Acs and Szerb 

placed the countries into their appropriate stage of development using the aforementioned 

categories developed by Porter (i.e., factor-driven, efficiency-driven and innovation-

driven).
58

  Acs and Szerb pointed out the following notable findings from the 2010 

rankings: 

 

 Nordic and Anglo-Saxon countries in the innovation driven stage of development 

were in the front ranks.  Denmark and Sweden led the GEDINDEX, Iceland and 

Norway joined them in the top ten and Finland was 13
th

 overall.  The US and Canada 

were third and fourth and Australia, Ireland and Switzerland also did well although 

they were weak in at least one of the sub-indexes. 

 The most populous EU countries were in the middle part of the rankings, with the 

United Kingdom at 14
th

, Germany at 16
th

, France at 18
th

, Italy at 27
th

 and Spain at 

28
th

.  Acs and Szerb suggested that there was a relationship between low levels of 

entrepreneurship in those countries and their relatively weak economic performance 

over the decade leading up to the rankings. 

 The bottom of the rankings hosted a number of low GDP-level factor-driven countries 

such as Jamaica, Bosnia-Herzegovina, Venezuela, Brazil, Philippines, Iran, Bolivia, 

Ecuador and Uganda. 

 

Entrepreneurial performance of the innovation driven countries was significantly 

different from the efficiency-driven countries, with the largest differences observed with 

respect to indicators of new products, “non-fear of failure”, internationalization and risk 

capital. Factor-driven and efficiency-driven countries were more similar regarding 

entrepreneurship indicators, but notable differences could be identified with respect to 

attitudinal indicators of “non-fear of failure” and “cultural support”. 

 

Acs and Szerb also used “cluster analysis” to divide the surveyed countries into five 

country groups that possessed similar entrepreneurial features.  The first group included 

most of the factor-driven economies in the survey with low scores on measures of 

international connections and development of human resources.  A number of the 

efficiency-driven economies were in the next cluster and Acs and Szerb noted that these 

economies were involved in trying to increase entrepreneurship from what was currently 

a relatively low level of development.  The remaining three clusters were home to most 

of the innovation-driven economies and broke down into innovation leaders, such as the 

US and the Scandinavian countries who topped the list for several reasons including the 

availability of formal and informal venture finance and excellence in technology 

application and adaptation; innovation followers that generally took a “follower” 

approach in identifying and pursuing innovation strategies first launched within the 

“leader” group; and innovation challengers who possessed some relative advantages that 

                                                           
58
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would allow them to compete with the leaders in certain instances.  The most significant 

differences among the three “innovation” clusters could be found in the area of 

“entrepreneurial attitudes”, which included opportunity perception, startup skills, “non-

fear of failure”, networking and cultural support.  

 

In general, the innovation leaders were the same countries who led the GEDINDEX 

rankings; Latin American countries appeared in the factor-driven cluster; and most of the 

Eastern European and Balkan countries and five out of six of the African countries 

appeared in the efficiency transformers cluster.  An interesting, although not totally 

surprising, finding was the tremendous diversity among the Asian countries with respect 

to entrepreneurship.  Acs and Szerb observed that the poorer Asian countries fell into the 

resource- or factor-driven clusters while highly populated Asian countries such as China, 

India and Indonesia could be found in the efficiency-driven cluster.  Among the richer 

Asian countries, Hong Kong was an innovation challenger and Japan, Korea and 

Singapore were innovation followers.  None of the Asian countries appeared in the 

innovation leader cluster.  Acs and Szerb concluded that the cluster analysis provided 

further confirmation of a strong and positive relationship between economic development 

and entrepreneurship. 

 

In 2010 the five highest ranking countries on the entrepreneurial attitude sub-index, or 

“ATT”, were, in order, New Zealand, Australia, Canada, Sweden and Denmark.  The US 

was 6
th

.  The five lowest ranking countries were Guatemala, Indonesia, Russia, Syria and 

Uganda.  The five highest ranking countries on the entrepreneurial activity sub-index, or 

“ACT”, were, in order, Denmark, Canada, Puerto Rico, Ireland and Norway.  The US 

was 8
th

.  The five lowest ranking countries were Bosnia and Herzegovina, Morocco, the 

Philippines, Serbia and Uganda.  The five highest ranking countries on the 

entrepreneurial aspiration sub-index, or “ASP”, were, in order, the US, Iceland, 

Singapore, Israel and Sweden.  The five lowest ranking countries were Bolivia, 

Guatemala, Iran, Kazakhstan and the Philippines.  Sub-index scores of a few of the other 

major global economic players were as follows: China—54
th

 on ATT, 53
rd

 on ACT, 26
th

 

on ASP and 40
th

 overall on GEDI; Japan—47
th

 on ATT, 23
rd

 on ACT, 22
nd

 on ASP and 

29
th

 overall on GEDI; and India—62
nd

 on ATT, 51
st
 on ACT, 40

th
 on ASP and 53

rd
 

overall on GEDI.  Not surprisingly, there were several instances of significant deviations, 

upward and downward, on one of the sub-indexes in relation to the other sub-indexes and 

overall GEDI.  For example, Germany placed 7
th

 on ASP but its ranking of 24
th

 on ATT 

drove its overall GEDI placement down to 16
th

.  Israel, not surprisingly, was 4
th

 in ASP 

but its placement as 38
th

 and 21
st
 in ATT and ACT, respectively, led to an overall GEDI 

for this famously entrepreneurial society of 21
st
. 

 

§4 Research issues in cross-country comparisons of entrepreneurial activities 

 

It has generally been assumed that entrepreneurship plays an important role in national 

economies and is particularly important as a mechanism for national economic 

development to the extent that the creation of new economic activity by entrepreneurial 

actors contributes to increases in employment and greater innovation.  However, 

researchers focusing on cross-country comparisons of entrepreneurial activities have 
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found considerable differences between countries on a variety of factors including the 

extent to which entrepreneurship is “growth” or “innovation” oriented.
59

  As a result, 

commentators have recommended that it is essential for scientists, policy makers and 

entrepreneurs to collect and analyze additional information on the factors that influence 

the emergence of the various types of entrepreneurship and the economic outcomes of 

each type.
60

  

 

Mueller and Thomas noted that much work needs to be done in understanding whether 

various theories regarding human motivation and performance developed in North 

America can be usefully applied in other countries where cultural, social and economic 

conditions are quite different.
61

  Another interesting question they raised is the need to 

identify whether, at the national and regional level, there is an adequate supply of 

“prospective entrepreneurs” (i.e., individuals with the requisite personal characteristics 

and ambitions to identify and exploit opportunities and initiate new business ventures) to 

justify programs that might be implemented to encourage entrepreneurial activities.
62

 

Unfortunately, at least in the eyes of researchers such as Mueller and Thomas, “with a 

few exceptions, international comparative studies of entrepreneurship are rare, hampered 

by barriers such as difficulty in gaining access to entrepreneurs in other countries, high 

expense, and lack of reliable secondary data”.
63
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One example of an attempt to conduct a cross-border comparative study of 

entrepreneurship is the work done by Kantis.  Kantis proposed a conceptual framework to 

be used to analyze and understand the “entrepreneurial process” and facilitate comparison 

of the conditions confronting prospective entrepreneurs in different countries.
64

  As part 

of this framework, Kantis suggested that a model of an “entrepreneurial development 

system” could be created that takes into account a combination of elements and factors 

that have an impact, both positive and negative, on the process and, ultimately, on the 

efficient development of entrepreneurs and entrepreneurial firms.  Kantis grouped these 

factors into a short list of categories which included social and economic conditions, 

societal culture, productive structure and dynamism, personal aspects, networks, factor 

markets and regulations and policies.
65

  These factors then served as the basis for 

analyzing data collected from several comparative studies of entrepreneurial activities 

and development overseen by the Inter-American Development Bank, including an 

extensive study reported on in 2005 that involved the following countries: Argentina, 

Brazil, Chile, Costa Rica, El Salvador, Mexico, and Peru in Latin America; Japan, 

Singapore, South Korea, and Taiwan in East Asia; and Italy and Spain in southern 

Europe.
66

  Kantis provided the following description of the some of the key differences 

among the countries in the study
67

:  

 

 Based on output per capita and income distribution patterns, it was apparent that 

socioeconomic conditions are extremely dissimilar and this likely explained 

differences among the countries with respect to the level and profile of demand, the 

scope for business opportunities and the supply of opportunity-based entrepreneurs.  

New Latin American enterprises were less dynamic (i.e., growth-focused) than firms 

created in other regions based on a variety of measures include overall sales and sales 

per employee. 

 Opportunity-based entrepreneurship was lower in areas, such as Latin America, 

where individuals did not have ready access to the information and savings necessary 

for successful and effective opportunity-based entrepreneurship and were forced by 

lack of work options to settle on necessity-based entrepreneurship. 

 As discussed elsewhere in this publication, there were differences between countries 

on cultural dimensions identified with entrepreneurship.  The “entrepreneurial spirit” 

                                                           
64
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was stronger in those countries where cultural values tolerated higher levels of risk 

and celebrated individualism; however, countries in Latin America tended to have 

cultural characteristics that are deemed unfavorable to entrepreneurship.  Especially 

in East Asia, the mass media frequently publicized entrepreneurial models and 

business opportunities, thereby helping to forge entrepreneurial vocations and identify 

ambitious business ideas. In Italy, the desire to create a business to continue the 

family tradition is a strong motivating factor, especially when the widespread 

presence of family businesses in that country is taken into account. In Latin America, 

such sources of motivation are much less powerful, reflecting the limitations of the 

sociocultural context for igniting entrepreneurial vocations. 

 The projects undertaken by entrepreneurial firms in the various regions could be 

differentiated in terms of their initial scale and also in the profile of opportunities on 

which they were based. Knowledge-based, subcontracting, or export businesses were 

significantly less common in Latin American countries and they also had less of an 

edge on their competitors with respect to differentiation (quality, service, or 

marketing), which is the main source of opportunities for creating dynamic 

enterprises.  Latin American teams tended to be smaller and their networks are both 

less stable and more restricted to the immediate social circle and the data indicated 

that building teams and networks depended largely on predominant attitudes and 

values in society.  

 Export sales were considerably greater among firms from the Asian countries, Italy, 

and Spain as opposed to those from Latin America.  In the same vein, the technical 

content of exports and sophistication of design features were higher in Asia and 

Europe than in Latin America.  These findings were consistent with the much higher 

ratio of personnel in research and development to the total population in East Asia 

when compared to Latin America. 

 Small- and medium-sized firms from the East Asian countries and some regions in 

Italy and Spain had achieved international competitiveness and were strong involved 

in complex networks that linked them with major firms; however, the productive 

sector in Latin America generally was fragmented and lacked integration between 

large firms and small- and medium-sized firms.  

 Latin American firms were severely disadvantaged in relation to Asian firms with 

respect to access to financing, such as venture capital and obtain bank loans, and the 

ease of formally starting new businesses (i.e., registration procedures).  As a result, 

Latin American entrepreneurs were forced to scale down their projects in terms of 

startup size or technology level, and to seek alternative financing sources, such as 

credit from suppliers and customers or purchasing used equipment.  

 The importance of the middle class, and the emergence of entrepreneurs from lower 

socioeconomic strata, was more limited in Latin America than in East Asia, where 

social mobility is fostered more.  There are fewer first-time entrepreneurs in Latin 

America than in East Asia, and hence their contribution to spreading the 

entrepreneurial base is more limited. 

 Variations among countries were identified with respect to the primary sources of 

learning for entrepreneurial activities.  For example, in Latin America universities 

played a more important role in the acquisition of technical knowledge than on-the-
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job training; however, in other countries the companies in which entrepreneurs had 

worked previously were the main source of this kind of learning. 

 

The results of the survey led to the following recommendation to policymakers in Latin 

America interested in promoting entrepreneurship
68

: 

 

 Broaden the social and gender bases from which dynamic enterprises emerge. 

 Expand the number and quality of business opportunities. 

 Facilitate potential entrepreneurs’ access to work experience. 

 Foster the development of entrepreneur teams and networks. 

 Improve access to financing. 

 Enhance the entrepreneurial process in local areas. 

 Take advantage of the transformation power of knowledge-based businesses. 

 Generate environmental conditions more favorable to the growth of new enterprises. 

 Adopt systematic approach based on complementary efforts between different areas 

and levels of government, with strong leadership from the private sector. 

 Make development of entrepreneurs a social investment with a long-term vision. 

 

§5 Research issues in cross-border entrepreneurship 

 

A number of scholars have observed a widespread increase in cross-border 

entrepreneurship in the last decades and commented that, for a variety of reasons, the 

acceleration of international trade and investment has been fueled more and more by 

SMEs and new ventures as opposed to the multi-national corporations that had previously 

dominated in this area.
69

  They have attributed this phenomenon to what Hessels 

described as “substantial changes that took place in the past decades and that resulted in a 

reduction of transaction costs for undertaking international business”.
70

  Among the 

changes most commonly cited are reduction of trade and investment barriers in the 

context of the World Trade Organization and regional economic cooperation agreements; 

technological advancements, such as the Internet and e-mail, that have increased 

communication and the flow of timely information around the globe; and decreased in 

transportation costs.
71

  Taken together, it is now possible for small and new ventures 
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everywhere to collect information about foreign markets and identify niches in those 

markets for their products and services, communicate with foreign customers and other 

business partners and gain access to resources in foreign markets that they can use in both 

their domestic activities and in building their international businesses.  In fact, the forces 

of change have been so strong that internationalization is occurring at an increasingly 

faster pace and this is not expected to abate given that firms are now vulnerable to foreign 

competition in their home markets and must therefore aggressively pursue opportunities 

outside of those markets in order to survive and grow.
72

  

 

During the decades following the end of World War II the internationalization process for 

most firms was generally thought to follow the linear path of the product life cycle.  

Under this model, companies initially developed their products for the domestic market 

and once the products had been successfully introduced in that market they began to look 

for export opportunities and, if all went well, eventually moved on to foreign product and 

distribution activities.
73

  This progression, often referred to as “incremental 

internationalization”, was the foundation of the well-known “Uppsala model” developed 

by Johanson and Vahlne based on their study of manufacturing firms in Sweden in the 

1970s.
74

  Those researchers were interested in how the firms in their study approached 

their internationalization activities and observed that firms tended to begin by focusing on 

physically close markets using simple and less risky methods of entry, such a exporting.  

Once the firms had become experienced in foreign markets and increased their 

knowledge they were then sufficiently confident to increase their international 

commitments and expand their activities into markets that were located farther away from 

their home market.  
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McDougall and Oviatt commented that the incremental internationalization model may 

no longer be universally applicable in light of factors such as growing regional and global 

integration of trade and production and accelerating changes in technology that have 

allowed companies all around the world to enter into global trading activities more 

quickly and efficiently.  In particular, they noted that researchers have documented 

numerous cases of new ventures that skipped the incremental stages in the traditional 

model described above and/or became “international” from the very moment they were 

launched.
75

  These ventures have been referred to by various names such as “international 

new ventures”76
; “born globals”77

; “infant multinationals”78
, “instant internationals”79

 and 

“global start-ups”80
.  Oviatt and McDougall attempted to identify some of the elements 

associated with the accelerated internationalization of “international new ventures” and 

their initial list included ownership of certain valuable assets, use of alliances and 

network structures to control a relative large percentage of vital assets and control over a 

unique resources that provided a sustainable advantage and was transferable to a foreign 

location.
81

  In a later article, however, they noted that this list of static elements did not 

provide much insight into the dynamic process of formation of international new ventures 

and commented that a useful process theory would likely need to take into account 

factors such as changes in communications and transportation technology, the political 

and economic environment, industry conditions, firm effects and the management team.
82
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Hessels observed that “[e]xisting research on cross-border entrepreneurship is 

concentrated on investigating antecedents of internationalization at the micro-level and 

pays only limited attention to outcomes of internationalization”.
83

  Antecedents of 

internationalization include both facilitating and inhibiting factors and were divided by 

Hessels into three categories with the following descriptions
84

: 

 

 Individual-/entrepreneur-specific factors, which are normally factors related to 

characteristics of the entrepreneur such as demographic characteristics (i.e., age and 

the level of education)
85

 and factors relating to the knowledge and experience of the 

entrepreneur and/or his or her top management team with respect to international 

business and foreign institutions (i.e., foreign laws, norms, standards and 

languages)
86

. 

 Firm-specific factors, which might include firm size, as measured by number of 

employees and sales volume
87

; and firm resources such as possession of a unique 

product and/or a proprietary technology; and the possession of specific management 

capabilities.
88
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 Environment-specific factors, which can include conditions in both domestic and 

foreign markets such as a fall in production costs in the home market which allow 

domestically manufactured products to become competitive in global markets and 

size limitations in the home market which dictate that internationalization is the only 

way to expansion.
89

  

 

As for the outcomes of cross-border entrepreneurship, Hessels suggested that it is useful 

to look at three levels of analysis: the individual level, which focuses on development of 

human and social capital; the firm level, which can be measured by looking at 

profitability, employment growth and innovation; and, finally, the “macro” level, which 

includes an assessment of national employment and economic growth and improvements 

in the innovative capacity of national economies.
90

  It is clear that more emphasis should 

be placed on researching outcomes of cross-border entrepreneurship and Hessels 

suggested that “adding a multi-country perspective to research on cross-border 

entrepreneurship . . . will help to increase our understanding of the economic benefits and 

drivers of entrepreneurship across countries . . . [and] . . . increase the ability to 

generalize findings”.
91

 

 

§6 Research on entrepreneurship in developing countries 

 

Entrepreneurship has been continuously linked to economic development of countries 

and has often been championed as a key path for transforming developing countries 

toward greater economic growth, innovation, competitiveness and alleviation of 

poverty.
92

 However, researchers have bemoaned the fact that, as described by Lingelbach 

et al., “. . . entrepreneurship in developing countries is arguably the least studied 

significant economic and social phenomenon in the world today”.
93

  For example, while 

as of 2004 there were literally hundreds of millions of “entrepreneurs”, generally defined 

as owners of managers of new firms, in developing countries as opposed to just under 18 

million entrepreneurs in the US
94

, leading books on entrepreneurship research often had 
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no more than a handful of pages on entrepreneurship in important developing countries 

such as China and India.
95

  Research on entrepreneurship in developing countries is 

important for a number of reasons, not the least of which is providing policymakers with 

a better idea of how to encourage entrepreneurship as part of an overall strategy for 

private sector development in developing countries.  A strictly Western model of 

entrepreneurship is not apt to work well in developing countries due not only to 

differences in societal culture but also the distinctive nature of entrepreneurship in 

emerging markets where resources readily available in developed countries are scarce or 

even non-existent.
96

 

 

Decolonization was the trigger for the first attempts to study entrepreneurship in 

developing countries and most researchers have, until recently, focused their attention on 

small-scale industrialization
97

 and microenterprises.
98

  As time has gone by, and 

initiatives such as the GEM were launched, the analysis of entrepreneurship in 

developing countries has become more nuanced and it is now recognized that 

entrepreneurial firms in those countries can fall into one of several different categories 

such as newly established, established by not growing, established but growing slowly, 

and graduates to a larger size.
99

  This movement has opened the door for studying a 

small, yet very important, subset of businesses in developing countries: new firms formed 

with a growth-orientation and strategies tied to entry into global markets.  It is apparent 

that there are now a number of promising areas for further research with respect to 

entrepreneurship in developing countries, all with important policy implications for 

governments looking to stimulate economic growth and development.
100

  Lingelbach et 

al., for example, offered up the following list as a suggested research agenda for 

entrepreneurship in developing countries
101

: 
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 Increased focus on new and growth-oriented firms in developing countries, which are 

important given that these firms are most likely to contribute to economic growth and 

provide new sources of higher quality employment in developing countries; 

 Analysis of the dynamics of firm creation and destruction in developing countries; 

 Analysis of the strategies used by entrepreneurs in developing countries to overcome 

poor access to finance including the use of funds provided by personal savings and 

intra-familial financial linkages;  

 Further exploration of the link, if any, between the general business environment and 

the level of entrepreneurial activities in poorer countries; 

 Development of more information on “models of success” among entrepreneurs in 

developing countries in order to provide a better picture of the common features of 

successful entrepreneurship in developing countries and the extent to which those 

features differ from successful entrepreneurship in the US and other developed 

countries;  

 Development of strategies for designing markets for entrepreneurial finance in 

developing countries including introduction of various methods for managing risk 

such as hedging and insurance;   

 Application of behavioral economics and finance to entrepreneurship in developing 

countries to determine how cognitive biases identified by researchers in those fields 

vary in entrepreneurs in developing countries; and 

 Development of models of entrepreneurship that adequately take into account how 

entrepreneurship is carried out in developing countries.
102
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