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Foreword
Journal of Business Management Volume 18 mainly comprises papers which are the
results of the international research project “Higher Education Institutions for Youth
Entrepreneurship”. The papers “Development of youth entrepreneurship in Latvia: A
comparison of youth’s and experts’ opinions”, “Problems in the development of youth
entrepreneurship in the Republic of Armenia” and “Activation of youth entrepreneurship in
Ukraine: Youth’s view of the problem” are devoted to problems of youth entrepreneurship
in Eastern Europe.
One of the papers is devoted to a topic of growing importance: women’s representation on
boards.
The final paper of this volume, “Institutional governance matters in the context of social
capital and international entrepreneurial entry: A multi-level perspective”, is devoted to a
better comprehension of institutional governance factors impacting the relationship
between social capital possessed by entrepreneurial ventures and their ability to enter the
international market.
The results of these studies are useful not only for other researchers, but for policymakers
as well.
All the papers were double-blind peer reviewed. Following the necessary corrections and
additions resulting from the review process, five accepted papers were included in the
issue.
The Journal of Business Management has been indexed in COPERNICUS since 2017 and
in EBSCO since 2008.

Vulfs Kozlinskis
Prof. Emeritus, Dr. habil. oec.
Chief Editor
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Women’s representation on corporate
boards at the global and European level
OLGA DZENE
IRINA SENNIKOVA
ABSTRACT
The aim. The underrepresentation of women on boards has been a heavily discussed topic
over the last 50 years; however, although in recent years there has been some positive
dynamics, women are still seriously underrepresented on corporate boards. The purpose of
this paper is to understand global and European trends in women’s representativeness on
boards and look at it from a geographic perspective, industry perspective and dynamic
perspective with a special focus on Central and Eastern European countries, Latvia in
particular.
Methodology. The study applies the desk research method, analysing secondary data from
various statistical reports and publications provided by organisations which monitor the
trends in gender equality and promote greater representation of women at the top
management level.
The findings provide a holistic view of women’s representation on boards worldwide and
identify regions, countries and industries with a better situation and faster progress in
gender diversity on boards during the decade of 2010-2020. Progress towards equal gender
representation on corporate boards remains slow. While the representation of women in
corporate boards has improved in most regions and countries, the changes have been far
from uniform; the dynamics is not stable and requires constant attention. The Central and
Eastern European region differs from other European regions with lower gender diversity
on boards; however, Latvia’s situation in terms of gender diversity is closer to the common
European level.
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Value. The paper may be of interest to policymakers and institutions which monitor
gender equality in top management positions.
Keywords: Gender Diversity, Corporate Boards, Women on Boards.

INTRODUCTION
During the last fifty years, gender diversity and women on boards have been focal points
for many researchers, politicians, practitioners and business managers. Many papers,
statistical reports and monographs devoted to the reasons for and consequences of gender
diversity on the board level have been published, but it is still believed that women are
underrepresented at the top management level. Boards of directors are definitely the most
impactful decision-makers in business. They are expected to fulfil control and advisory
tasks (Minchilli et al., 2012) and help their companies identify a vision, mission and
business development strategy, fulfilling strategy tasks (Zattoni et al., 2015). They deal
with political, legal and technological challenges, financial regulation, and reputation
issues (Bear et al., 2010; Baselga-Pascual et al., 2018), since all these issues can affect a
company’s success or failure. In case of boards’ own lack of diversity, including in terms
of gender, they are missing the perspectives of key stakeholders, clients, investors and
employees.
There is a growing academic debate addressing the impact of women’s board
representation on organisational performance, demonstrating that that there is a strong
research interest in this issue. Researchers are analyzing different aspects of both financial
and non-financial performance related to female representativeness on the board level.
Different authors have found a positive impact on financial indicators like ROA, ROE, and
the Tobin’s Q ratio (Conyon and He, 2017; Homroy and Green, 2018), equity risk (Sila et
al., 2016), cash dividend payments (Saeed and Sammer, 2017), long-term financial
performance and short-term stock market returns (Jeong and Harrison, 2017), and superior
finance management in crisis periods (Ward and Forker, 2017). The latest literature has
also shown a general tendency to agree that women’s presence on corporate boards does
have a positive impact in terms of non-financial performance, such as corporate social
responsibility (Kato, 2018; Larrieta-Rubin de Celis et al., 2015; Azmat and Rentschler,
2017), increasing innovation in different areas such as products, organization and
marketing (Galia and Zenou, 2012; Miller and Triana, 2009), environmental sustainability
(Shoham et al., 2017), openness in reporting about climate change-related risks (BenAmar, 2013), conflict reduction (Nielsen and Huse, 2010) and the ethical reputation of the
organization (Baselga-Pascual et al., 2018). Nevertheless, it is still true that women who
aspire to positions of leadership are often confronted with the same barriers that have
blocked their progress during the last 50 years (Kanter, 1977). Current research provides
evidence for still-existing biases against women on the board level (Cabo and Gimeno,
8

2017; Gregory-Smith et al., 2014; Gatrell et al., 2017; Hoyt and Murphy, 2016; Seierstad
et al., 2017).
To improve the situation, starting with the year 2003 15 countries (Belgium, Denmark,
Finland, France, Germany, Iceland, India, Israel, Italy, Malaysia, the Netherlands, Norway,
Spain, the UAE, and Canada) introduced legislated quotas for women on corporate boards
as 33-50% of all boards members (Teresjen and Sealy, 2016). But regardless of 15 years of
regulation, 40 years of equal opportunity policies and more than two decades of
government and organization initiatives aimed at helping women reach the upper echelons
of the corporate world, women are still seriously underrepresented on corporate boards
(Terjesen and Sealy, 2016). The underrepresentation of women on boards has been a
heavily discussed topic for the last 50 years; however, although in recent years there has
been some positive dynamics, women are still seriously underrepresented on corporate
boards.
The purpose of this paper is to gather and combine information from a variety of different
statistical reports in order to get a long-term (2010-2020) and multi-perspective view on
women’s representativeness on corporate boards. The paper looks at the issue from
different perspectives, providing insights on the global and European level with special
attention to the Central and Eastern European region and Latvia.

RESEARCH METHODOLOGY
The study applies the desk research method, analysing secondary data from various
statistical reports and publications provided by public and private organisations which
monitor the existing situation and progress in gender equality and promote greater
women’s representation in top management levels (see Table 1).
Table 1
Organizations providing statistical reports about women on boards
Organization
European
Commission

European
Women on
Boards
(EWoB)

Description

Timing,
regularity
2016
2017
2018

Institution of the European Union, responsible for proposing
legislation, implementing decisions, upholding the EU treaties
and managing the day-to-day business of the EU. Responsible
person – Commissioner for Justice, Consumers and Gender
Equality
Non-profit organization founded in 2013. Its vision is to create a
2014
unique network of first tier associations, located in European
2016
countries, working towards a common purpose: a balanced
2018
representation of women on boards of directors. The EWoB
network project is co-founded by the European Union.
Continued on next page
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Table 1 (Continued)
Organization
McKinsey

Deloitte

Credit Suisse

MSCI Inc.
(formerly Morgan
Stanley Capital
International and
MSCI Barra)

Description
An American worldwide management consulting firm. It
conducts qualitative and quantitative analysis to evaluate
management decisions across public and private sectors.
One of the "Big Four" accounting organizations and the
largest professional services network in the world by revenue
and number of professionals.
Deloitte provides audit, tax, consulting, enterprise risk and
financial advisory services globally.
Swiss multinational investment bank and financial services
company founded and based in Switzerland. Headquartered
in Zürich, it maintains offices in all major financial centres
around the world. Credit Suisse is known for its strict bank–
client confidentiality and banking secrecy practices.
Global provider of equity, fixed income, hedge fund stock
market indexes, and multi-asset portfolio analysis tools. It
publishes the MSCI BRIC, MSCI World and MSCI EAFE
Indexes. The company is currently headquartered at 7 World
Trade Center in Manhattan, New York City, U.S.

Timing,
regularity
Annually
since 2007
6 editions
from 2011

2012
2014
2016
2018
Annually
from 2014

Source: compiled by the authors

In order to get a long-term understanding of the dynamics of gender diversity, we chose
sources that have annual or semi-annual editions and collected information regarding the
last decade (2010-2019). For our analysis, we mainly chose sources that provided both a
global and long-term perspective, such as Credit Suisse, Deloitte and MSCI. For analysis
on the European level, we chose the European Commission as a source, since other global
sources generally use this as a primary source of information regarding Europe.
Classifications of geographic regions as well as of business sectors and industries differ.
Different sources use their own classification of regions, and some sources, e.g. Deloitte,
change their classification of regions from edition to edition. For this paper, we chose the
approach that is applied in the last two Deloitte report editions (2017, 2019), where we can
find such regions as North America and Latin and South America, Europe, Africa, the
Middle East, Asia and Australasia. This classification is clear from the perspective of
different continents and common cultural qualities. We combined data from two sources –
Deloitte and Credit Suisse – during the last 5 years and, in case some countries were added
to another region in the Credit Suisse reports, we organized data by the same principles as
in Deloitte, putting separate countries in the same regions.
We found that two of the sources used the same industry classification, and for our
analysis we chose the Global Industry Classification Standard (GICS), which was created
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by MSCI and Standard and Poor’s (SandP) in 1999 to categorize all major public
companies by industry. This classification includes 11 sectors, 24 industry groups, 68
industries, and 157 sub-industries. Using one classification, we were able to include an
additional view of the dynamics of gender diversity by industry from the perspectives of
all-male boards and boards with a critical mass of women (three or more).
In looking for an approach to analysing the European regional perspective, it was found
that there is no universal classification of European regions. Mishkova and Trencsényi
(2017), for classification based on different historical, economic, political and linguistic
factors, offer such European regions as Western Europe, Scandinavia, the Baltics, the
Mediterranean, Southern Europe, Iberia, the Balkans / Southeastern Europe, Central
Europe and Eastern Europe. The United Nations geoscheme for Europe divides Europe
into four regions: Eastern, Northern, Southern and Western. Each source has its own
factual and logical basis for separating different European regions.
For our research, we use a classification which is based not only on strict geographical
borders, but also on historical background, combining countries similar in their political
and economic development. We suggest dividing Europe into four different regions:
Northern, Western, Southern, and Central and Eastern. In Northern Europe, we include
Denmark, Finland, Iceland, Norway, and Sweden. In Western Europe, we include the
countries Austria, Belgium, France, Germany, Ireland, Luxembourg, Monaco, the
Netherlands, Switzerland, and the United Kingdom. In Southern Europe, we include the
countries Cyprus, Greece, Italy, Andorra, Portugal, Spain, Malta, and Turkey. In the
Central and Eastern region, we include such countries as Estonia, Latvia, Lithuania, the
Czech Republic, Croatia, Slovakia, Slovenia, Poland, Hungary, Romania, Bulgaria, Russia,
and Macedonia.
In addition, for the current research we gathered information about women’s
representativeness on the board level in the TOP 500 organizations in Latvia in the period
of 2016-2018 through the Lursoft database – an IT company with over 20 years of
experience, providing access not only to the general national legal information database,
but also a range of services, thus enabling better evaluation of customers through analytical
services, monitoring, B2B and other solutions.

Women’s representativeness on boards: a global perspective
Organizations analyze gender diversity globally using different approaches and criteria, but
all of them have indicated growth in board gender diversity over the last 10 years.
Investigating the current situation based on four sources (Deloitte, MSCI, Credit Suisse
and Egon Zehnder), we found that the board diversity level differs in different sources
from 16.9% to 20.6% with a difference of 3.7% (see Fig. 1).
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Figure 1 Dynamics of women’s representativeness on boards globally
Source: created by the authors

Combining data from different sources and looking at the last 10 years, it is possible to
observe that the proportion of women on boards has grown from 10% to 20% and growth
is constant but slow. Unfortunately, it is too early to declare any gender parity on the board
level, since, even with implementation of political quotas for women in different countries
and global attention to gender diversity and gender parity in the workplace, global
representativeness of women on boards is only close to 20%. This evidence quite clearly
demonstrates that women are globally underrepresented on boards and, therefore, the issue
requires further monitoring and analysis.
In order to get additional insights, we can use one more perspective: critical mass (3 or
more women on boards) or gender parity principles. Critical mass theory (Kanter, 1976)
indicates that only with an amount of not less than three women on a board is it possible to
speak of women’s influence on decision-making and to observe the positive impact of
gender diversity on organizational performance. A critical mass ranging from 30-35%
women is needed before major changes in organizations occur and a real positive impact
from gender parity can be reached (Torchia et al., 2011; Amorelli and Garcia-Sanchez,
2020).
Gender diversity champions achieving critical mass globally are, according to two sources,
represented mostly by European countries (Norway, France, Italy, Sweden, Belgium,
Germany, Finland, the United Kingdom, Spain, Denmark), but also include Australia and
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Canada. The majority of countries whose boards had at least three female directors were
located in developed Western markets. In several European countries, there were no longer
any companies with all-male boards. All French, Italian and Norwegian companies had a
minimum of three female directors in their boards. These countries were closely followed
by Sweden (96.6%), Belgium (80.0%), Germany (79.0%), Finland (76.9%), the United
Kingdom (71.6%), Spain (71.4%) and Australia (63.6%). The majority of companies with
all-male boards were located in Japan, South Korea, Taiwan, Hong Kong, the UAE and
China.
All countries with high results in critical mass implemented different forms of
requirements for gender equality on boards, such as quotas of 30%-50% for women on
boards in Norway, France, Germany, and Italy; one third in Belgium; and “both genders
must be on company boards” in Finland. This means this instrument is quite effective in
quickly increasing gender diversity on boards and achieving critical mass. There is a
category of papers that have focused on analysing legislation quotas’ positive impact on
gender diversity and dynamics of growth (Sojo et al., 2016; Seierstad et al., 2017; Loy and
Rupertus, 2017; Lending and Vähämaa, 2017). These papers give us a clear understanding
that quotas are definitely a factor that positively affects different aspects of the proportion
of women on boards. Quotas provide the demand for females on upper echelons (Loy and
Rupertus, 2017); quotas increase the percentage of females on the board (Lending and
Vähämaa, 2017); higher goals for gender diversity on boards are related to higher female
representation, and higher gender diversity goals are strong enforcement mechanisms in
parliaments related to higher female representation (Sojo et al., 2016).
Quotas definitely have a positive effect on improving statistics (Seierstad et al., 2017), but
“quotas are not enough for achieving gender equality, and societal sustainability and wellbeing. Quotas must be supplemented by other initiatives” (Huse, 2018, p. 1).

Dynamics and differences: the perspective of global geographic regions
As one of our research goals is to understand global trends according to large geographic
regions, and two reports (Deloitte, 2019; Credit Suisse, 2019) provide us with data by
regions, it was possible to identify the percentage of women on boards and the dynamics of
growth from this perspective. One more perspective that we offer for analysing women’s
representativeness on boards is the dynamics of growth by geographic regions during the
last 5 years (see Figure 2).
Analysing the situation during the last five years, we can see observable differences
between the geographic regions in terms of female representation on the board level and
the different speeds of growth (see Fig. 2). Based on the data, we can see that the highest
growth in this period was demonstrated by Australasia (+10.1%), North America (+7.4%)
and Europe (+7.2%). The lowest growth was observed in combination with last place in
13

gender diversity in Latin and South America (+1.9%). Asia also shows a minimal increase
in women’s proportion on boards.
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Figure 2 Dynamics of gender diversity on boards from 2015-2019 by geographic regions
Source: created by the authors

The experience across the regions in 2019 varies markedly, from 7.85% in Latin and South
America to 27.85% in Australasia and 27.75% in Europe. Europe holds the leading
position over the last few years, but Australasia (Australia and New Zealand) demonstrated
considerable growth in 2019 (+4.55%) and took first place globally in gender diversity on
boards. In explaining such significant growth, we can see that this region consists of two
countries – Australia and New Zealand – and both of them have gender quotas for boards
and senior management. Already five years ago, this region reached 19.5% gender
diversity on boards, compared with data from 2019 indicating that more than half of
regions still have not reached 20%. North America has arguably demonstrated significant
improvement without total formal regulatory pressure. Ben-Amar et al. (2017), discussing
the situation in Canada, for example, explain this by general attention in society to gender
equality, broad discussions in public space and acceptance of the merits of greater diversity
for improving social governance.
The lowest results and slowest dynamics in gender diversity were demonstrated by Asia,
the Middle East and Latin and South America. Almost all regions demonstrated a tendency
to grow, but the Middle East region decreased its results in this aspect during the last year.
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The Asian region is exemplified by Japan, where in 2019 boards comprised only 5.7%
women. At the start of the decade, the senior level of business comprised only 1% women,
and now the growth is huge compared with the starting point, but low compared with other
countries. The lowest result among regions, less than 10%, was observed in the Latin
American region. These differences among regions are related to the quota aspect, since in
the aforementioned regions hardly any legislative requirements for gender equality have
been implemented. To the extent they exist, it is only with very modest requirements; for
example, in India and the UAE quotas require at least one woman on a board compared
with 40% in France.

Dynamics and differences: the global industry sector perspective
Gender segregation persists in the labour force despite shifts in recent years that have
desegregated certain occupations and industries from domination by one gender
(Kamerade and Richardson, 2017; McDowell, 2015). Adu-Oppong and Kendie (2018)
believe that this is a result of a multidimensional process that manifests itself in differences
in gender patterns of representation within occupations. Roche et al. (2016) claim that a
non-traditional or male-dominated industry or occupation contains 30% or fewer women in
total employment. According to them, male-dominated industries include agriculture
(forestry, fishing, and farming), construction, manufacturing, mining, transport, and
utilities (electricity, gas, water supply, and waste management). Gender segregation,
especially the aspect of how women can pursue a career in male-dominated occupations,
how they behave and feel, and which practices can help to increase the gender balance in
different occupations, is topical now for researchers and different organizations
(McDowell, 2015; Berdahl et al. 2018; Martin and Barnard, 2013).
Reviewing information from the last decade, we found that the lowest results from the
industry sector perspective are demonstrated by information technology, energy, real
estate, materials and industrials. These industries are historically perceived as masculine
industries with a majority of men on all organizational levels. Moreover, the lowest results
in comparing industry sectors have not changed since 2010 (see Fig. 3).
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Figure 3 Dynamics of women’s representativeness on boards by industry sector
Source: created by the authors
Equally, financials, health care, consumer discretionary and consumer staples retain the top
spots. The last places are taken by information technology, real estate and energy. Positive
growth during the last decade has been demonstrated by all industry sectors, but the
biggest growth is observable in such sectors as materials (+12.1%), industrials (+12.4%)
and energy (+11.8%). However, even with growth of more than 10%, these sectors
continue to be at the bottom of the women’s representativeness rating.
In analysing women’s representativeness on boards from the additional perspective of
critical mass – companies with three or more women on the board and companies with no
women on the board in different industry sectors (See Fig. 4) – we can observe a somewhat
different picture. The highest amount of boards with a critical mass can be seen in such
sectors as financials, health care, telecommunication services and utilities. The sectors with
the most all-male boards were information technology and industrials.
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Figure 4 Dynamics of gender diversity on boards, comparing boards with a critical mass of
women and all-male boards (zero women) by industry sector
Source: created by the authors

The biggest difference between the percentage of boards with three or more women and
the percentage of boards with zero women can be observed in financials (24.8%) and
health care (24.3%), which means that boards with a critical mass of women definitely
prevail in these industry sectors. The information technology sector demonstrates a strong
and stable negative tendency (-13%) in this aspect, which is not surprising given that the
IT sector historically seems male-dominated, and there is a continuous lack of women on
all levels of the organizational hierarchy. The dynamics during the last 2 years is negative
as well (-2.5%). This means that the proportion of women decreased even further and we
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assume that women cannot adapt to a male-dominated environment and terminate their
participation on boards. Additionally, we can observe that the amount of all-male boards
remains the same, which means that the proportion of women is growing in organizations
where women have been represented before, but when boards have only males as board
members, these boards are not welcoming to women.

Women’s representativeness on boards: the European perspective
The issue of gender diversity in corporate boardrooms has been high on the European
Commission’s political agenda since 2010, when it launched its strategy for equality
between women and men. “Equality between men and women in education, in economic
decision-making and political power, and women’s economic independence and equal
earning potential are key for Europe’s future” (European Commission, 2019, p. 4). Despite
repeated calls for credible self-regulation by companies to achieve a better gender balance
on boards, the perception is that progress has not been fast enough. In response to this
issue, the European Commission put forward proposals for a Directive on promoting
equality in decision-making to accelerate progress toward greater diversity on the boards
of listed companies throughout the European Union. The Commission’s sustained efforts
to meet the 40% target of women in middle and senior management in-house, set by
President Jean-Claude Juncker for the end of the current mandate (2019), are showing
results.
Nevertheless, data collected by the European Institute of Gender Equality show that in
October 2018 women accounted for close to a quarter (26.7%) of board members in the
largest publicly listed companies registered in EU Member States. France (44%) was the
only Member State in which there was at least 40% of each gender at the board level,
which has been achieved by introducing a legislative quota in 2011 requiring companies to
meet a 40% target by January 2017. In Italy, Sweden, Finland, and Germany, women
accounted for at least one third of board members. A further six countries had at least 25%
women on boards (Sweden, Italy, Finland, Germany, Belgium, Denmark, the Netherlands,
Slovenia, Austria, Latvia and the United Kingdom). In almost half of the Member States
(12), men still outnumbered women in the boards of large companies by at least 4 to 1 (i.e.
less than 20% women), while in Malta, Greece and Estonia women accounted for less than
10% of board members.
Based on a Deloitte report (2019) which includes data from organizations not only in
European Union countries but from a wider perspective, the average ratio of female
directors serving on the boards of the largest listed companies in Europe reached 25.8%,
less than in the European Institute of Gender Equality report, but still very close to it. The
Deloitte data elucidates on the top 5 European countries that have over 30 percent women
on boards (Norway, France, Sweden, Finland and Belgium). Norway, with 41% women on
boards, was the first country globally to enact gender quota legislation (a 40% quota for
18

women) in 2002. Norway is a unique country, a world pioneer known for its progressive
approaches to gender equality and with evidence for research that creates great
opportunities for analysis in the scientific world. Many researchers have analyzed different
aspects of quota implementation and the impact on gender diversity and business based on
Norwegian samples and practices (Yang et al., 2019; Torchia et al., 2011; Sadi Bogac et
al., 2018; Abramovic and Traavik, 2017). France, with 37% women on boards, also has a
40 percent gender quota, which became effective in 2017. Belgium, with 30% women on
boards, has a gender quota that requires at least a one-third representation of each gender
on the board. Sweden and Finland have not implemented gender quotas, instead addressing
diversity efforts through self-regulation and corporate governance code recommendations.

Dynamics and differences: European regions
Europe as one of the global geographic regions is not a homogenous continent with similar
cultures, policies and economies. Rather, many different cultures, mentalities and countries
exist on the territory of Europe. For our research we separated Europe into four different
regions: Northern, Western, Southern, and Central and Eastern.
Central and Eastern Europe, abbreviated as CEE, is a generic term for the group of
countries in Central Europe, Southeast Europe / the Balkans, Northeast Europe / the
Baltics, and Eastern Europe, usually meaning former communist states in Europe. “Since
1989 the former socialist countries of Central and Eastern Europe have been undergoing a
transition from a more or less totalitarian political regime, planned economy and socialism
towards a democratic regime, market economy and capitalism” (Turk, 2014, p. 1). The
term CEE includes all the former Eastern Bloc countries west of the post-World War II
border with the former Soviet Union, the independent states in former Yugoslavia and the
three Baltic states – Estonia, Latvia, Lithuania – that chose not to join the CIS with the
other 12 former republics of the USSR. “The macro-region went the hard economic way in
the 20th century, suffering vast destructions from the First and Second World Wars and
afterwards – located east of the Iron Curtain and dependent on the Soviet Union –
operating ineffectively under centrally-planned economies” (Dyba et al., 2018). The CEE
countries are further subdivided by their accession status to the European Union (EU): the
eight first-wave accession countries that joined the EU on 1 May 2004 (Estonia, Latvia,
Lithuania, the Czech Republic, Slovakia, Poland, Hungary, and Slovenia), the two secondwave accession countries that joined on 1 January 2007 (Romania and Bulgaria) and the
third-wave accession country that joined on 1 July 2013 (Croatia). According to the OECD
glossary of statistical terms (2000), Central and Eastern European Countries (CEECs) is an
OECD term for the group of countries comprising Albania, Bulgaria, Croatia, the Czech
Republic, Hungary, Poland, Romania, the Slovak Republic, Slovenia, and the three Baltic
States: Estonia, Latvia and Lithuania. Given that these countries joined different world
organizations such as the European Union and NATO not so long ago, thus changing their
political and economic structures, it could be important to understand what the situation is
now regarding women on the executive level.
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In gathering data for analysis, it became clear that it is much more difficult to find statistics
regarding gender on boards from this region compared with other European regions.
Northern and Western Europe are quite well represented in different reports because of the
serious attention to gender balance on boards in well-developed countries with centuries or
at least decades of independence and opportunities for business and corporate governance
development. In the Deloitte, MSCI and Credit Suisse reports, we can find only a few
countries from the Central and Eastern European region, especially for the period of 20102015. For the period of 2010-2013, we can find information only about 4 countries
(Poland, Russia, the Czech Republic and Hungary), but the number increases to 6 starting
from 2013, to 9 starting from 2015, and to 12 starting from 2019.
Looking at data from the last ten years we can see that in Europe there are different levels
of gender diversity on boards and different dynamics in regions (see Fig. 5). Moreover, if
by global comparison Europe demonstrates a quite high position and general growth
during the last ten years from 22% to more than 30%, we can observe that this is not a
homogenous situation in all of Europe. While the leading position in Europe is taken by
the Northern European region, with growth from 27.2% to 34.2%, the Central and Eastern
region demonstrates quite different figures, growing from 7.7% to 14.8%. The gender
diversity level in this region is not stable, and during the period of 2010-2019, we can
observe some years of progress interchanging with years of decreasing gender diversity on
boards in almost all countries.
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Figure 5 Dynamics of women’s representativeness on boards by European regions
Source: created by the authors
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Women’s representativeness on boards is impacted by views and beliefs about women that
are related to the cultural context in different countries. More than four in ten Europeans
(44%) believe the most important role of a woman is to take care of her home and family
(European Commission, 2018), which resonates with the social role theory of Eagly and
Karau (2002). Moreover, in one third of EU Member States this percentage is as high as
70% or more. The first 10 places in the rating of countries that agreed with this statement
are taken by countries from CEE (from 81% to 69%), while developed European countries
demonstrate a different understanding of a woman’s role – in Spain, Germany, France, the
Netherlands, Denmark and Sweden the percentage of those believing that a woman’s main
role is caring for her home and family ranges from only 29% to 11%.

Dynamics on the Latvian level
Based on European Commission data, in Latvia in 2019 29% of leadership positions in
large listed companies were taken by women, compared with 10.8% in Lithuania and 8%
in Estonia. Unfortunately, there are no statistics prepared by local institutions about males
and females in decision-making positions in Latvian organizations, but some figures about
the general situation on the labour market can be found in Central Statistical Bureau of
Latvia (2019) and European Commission reports. Women have historically dominated in
the Latvian population, and in 2019 the country comprised 54% women and 46% men. But
men were more often employed than women (67.6% of men and 61.7% of women in
2019). Women are also better educated. 67.5% of master’s degree holders were women
and 32.5% were men, while 55.3% of doctoral degree holders were women and 44.7%
were men. Besides, men dropped out of higher education studies more often than women
to participate in the labour market.
Representativeness of women in decision-making positions in the political and higher
education field has affected society’s views regarding women’s role and ability to be
strong leaders (Seierstad et al., 2017). Currently, representation of women in the
governments of Baltic countries differs, the biggest share of women being in the Latvian
government: 21%. Three out of fourteen ministers were female in 2019. On the local
government level, Latvia is leading, as women make up 34% of local government
members; in Estonia and Lithuania, there are fewer women holding these positions: 29% in
the last elections. In the Baltics, there were more male than female heads of universities in
all three countries in the period of 2007-2018. The share of female heads of Baltic
universities is highest in Latvia, increasing from 24% in 2007 to 34% in 2018.
Regarding the representativeness on the board level in the TOP 500 companies in Latvia,
Lursoft data indicates that during the last three years it was around 20% (see Fig. 6).
Comparing data from two different sources and our own study, we can conclude that the
sample is very important, and we can see a difference of 7.9%-9.5%, which can give us a
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different understanding about the situation regarding women’s representativeness on
boards in business organizations.
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Figure 6 Dynamics of women’s representativeness on boards in Latvia
Source: created by the authors
In any case, the situation in Latvia is very close to the Western European region level and
seems much better than average in the Central and Eastern European region.

DISCUSSION AND CONCLUSIONS
The situation regarding women on boards needs regular monitoring based on different
analysis criteria because of its complicated nature and the fact that it is not stable and
precisely predictable.
The present research offers a cumulative view of gender diversity on boards from a longterm perspective (2010-2019) and combines information from seven different
organizations published during this period. The findings showed that the situation
regarding women’s representativeness on boards is very different in different global
regions, countries and industries. Generally, looking from all perspectives, the last decade
has seen minor, but stable progress. The differences found confirmed the view that there
are a lot of aspects that impact gender diversity on boards – societal aspects, such as broad
cultural factors, socio-economic factors, legislation and others (Fitzsimmons and Callan,
2016). Analyzing global reports, we can observe that the level of women’s
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representativeness and speed of progress (of course, we are speaking only about figures,
not more in-depth analysis) quite clearly was positively impacted by gender quota
implementation in different countries (Sojo et al., 2016; Seierstad et al., 2017; Loy and
Rupertus, 2017; Lending and Vähämaa, 2017). Also, we can see the opposite situation with
a low level of gender diversity in global regions such as the Middle East and Latin and
South America, where women’s social role (Eagly and Karau, 2002) is quite different
compared with developed Europe and Australasia and the countries have not implemented
any quotas for women on boards. The impact of quotas appears as well when we analyse
countries from a critical mass theory perspective, since all the countries with the highest
results implemented a legal requirement for gender parity on boards. The research offers a
new perspective and more in-depth view of Europe, separating the continent into four
different regions not only based on geography, but also taking into account historical,
political and economic factors. Previously Europe has been presented as one global region,
but we discovered that, for example, the Central and Eastern European region is quite
specific, demonstrating the lowest level of gender diversity, and needs more attention for
further research. Latvia may become a potential focal point for more in-depth research on
gender diversity on boards, as we can see a comparatively high level of women’s
representativeness on boards within the region.
The paper may be of interest to policymakers and different institutions which monitor
gender equality in top management positions; it may also serve as a basis for future
research with a focus on CEE countries (especially Latvia) and on how to support women
in overcoming barriers to entry on boards and which factors in organizations could be
beneficial for gender diversity on boards.

LIMITATIONS AND DIRECTIONS FOR FUTURE
RESEARCH
This study has limitations in terms of data analysis. Different statistical reports offer
different perspectives on the current research issue, and it is not easy to compare data from
different sources, given the different amounts and sources of the analyzed organizations.
All reports have a unique, specific structure and use different criteria for analysis. Some
look at the matter from the viewpoint of absolute number of women on boards, others take
a critical mass perspective (three or more women on boards), and still others analyze allmale board data. We have identified 30 different criteria used for analysis, and only one of
them is shared by all the reports: gender diversity by country. The classification of
geographic regions as well as of industries also differs; therefore, we have an opportunity
to compare and to make conclusions only based on 2-3 sources, not from all. The results
are based on different samples; sometimes it is not possible to get insights about the real
situation, and the difference may even be close to 10%. The Central and Eastern European
region is not represented widely and for long periods in existing reports; therefore, we can
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make only some first conclusions about the real level of women’s representativeness on
boards.
Statistics from different sources offer only a “helicopter view” of the problem of how to
increase gender diversity on boards and do not provide deeper insights regarding
behavioural perspectives on boards, addressing why in some organizations it is possible to
implement gender-diverse boards that have a positive impact on organizational
performance, and why some boards are closed and not welcoming for female directors.
Analyzing gender diversity on boards from the industry perspective gives us the
understanding that for women in male-dominated industries it is much more difficult to
overcome barriers to becoming a board member; therefore, it could be valuable for further
research to focus on such industry sectors as information technology, energy, real estate,
materials and industrials.
Latvia may be an interesting area for more in-depth analysis of how women are able to
overcome barriers and reach the board level, since compared with other countries in CEE,
even with the two closest Baltic countries, Latvia has demonstrated a level very close to
the general European level. Latvian women’s experience, organizational practices and
attitude may be very useful for generating some ideas and models for overcoming barriers
to women’s entry on boards, especially taking into account that in Latvia there are no
quotas for women in decision-making positions in organizations. This paper may serve as a
basis for future research with a focus on CEE countries (especially on Latvia) and on how
to increase gender diversity on boards.
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ABSTRACT
Fostering entrepreneurial initiative and business skills at an earlier age are the key factors
for successful foundation of new enterprises and development of entrepreneurship.
The aim of this research is to study the youth business environment and indicate the main
factors important for development of youth entrepreneurship in Latvia. The importance of
more than 40 different factors such as knowledge, education, access to finance sources,
motivation, support, etc. is assessed by a survey of young people aged 15-35.
Methodology. The mixed method design was used for this research. The opinions of
prospective young entrepreneurs, as the results of a quantitative survey and qualitative
questions, are compared with a business environment assessment by experts, using
quantitative indicators and qualitative argumentation. The experts evaluated support
instruments of youth entrepreneurship, political and economic stability, level of corruption
and bureaucracy and other factors. The experts’ views are also studied to identify the
1 The publication was prepared in the framework of the ERASMUS+ project “Higher Education Institutions
for Youth Entrepreneurship” (No. 589942-EPP-1-2017-1-UA-EPPKA2-CBY-EP-PE).
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impact of state tax policy, access to funding, level of financial and entrepreneurial literacy
and other factors on opportunities for starting a new business.
Findings. It was found that there are some differences in perception between experts and
young people of support instruments in early stages of entrepreneurship, the importance of
entrepreneurial education, funding and the main factors hindering the development of
youth entrepreneurship.
Value. Practical recommendations have been worked out to develop youth
entrepreneurship in Latvia.
Keywords: business environment, youth entrepreneurship, business education, state
support instruments, funding of youth entrepreneurship.

INTRODUCTION
The collapse of the Soviet Union almost 30 years ago led the post-Soviet countries into
different conditions. The Baltic states – Latvia, Estonia and Lithuania – started to get
closely integrated into the Western European environment, became members of the EU,
NATO and the OECD, and received EU financial support and experience to equalize living
standards. Other countries such as Ukraine, Belarus, Georgia, Armenia, Moldova and
others missed out on such opportunities. This study is devoted to youth entrepreneurship in
Latvia and constitutes the first part of broader research with the aim to investigate and
compare the business environment in the post-Soviet countries as well as identify the
possibilities for higher education institutions to support youth entrepreneurship.
The objectives of this research are to study the youth business environment in Latvia,
indicate the key factors important for development of youth entrepreneurship and work out
recommendations for further improvement of the youth business environment in Latvia. To
achieve these goals, the authors carried out an online survey of young people and
conducted structured interviews with a carefully selected group of experts in order to
obtain quantitative and qualitative results from both sources.

LITERATURE REVIEW
Successful entrepreneurship is seen as the basis for economic growth and prosperity
(Maritz and Donovan, 2015). Entrepreneurs drive business, create new jobs and are very
important for any economy; for example, they have led the US out of every recession
(Lumsdaine and Binks, 2003).
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The European Commission (EC) claims that small and medium-sized enterprises (SMEs)
are the backbone of Europe's economy, that is, a key to ensure economic growth,
innovation and job creation (European Commission, 2017). In the United States, small
firms represent 99.7% of all employer firms that employ about half of all private sector
employees (Solymossy, 2008). The situation is similar in the EU and also in Latvia. If we
perceive entrepreneurship as “the capacity and willingness to develop, organize and
manage a business venture along with any of its risks in order to make a profit” (Business
Dictionary, 2015), it is important to understand what the main drivers of entrepreneurship
are (motivation, knowledge, skills, or experience). What kind of support (financial,
educational, mentoring or other) should be provided to young entrepreneurs for successful
development of their business?
What drives young people to go it alone and set up a business? The Global Youth
Entrepreneurship Survey published on the occasion of Global Entrepreneurship Week
2011 (GYES, 2011) showed that turning their dream into a reality is the main motivation
for more than a third (36%) of young entrepreneurs: they had always wanted to start their
own business. In China, this rises to more than half (58%). Entrepreneurial intention,
which is about consciously wanting to start a business, would be a prerequisite for
graduates to become entrepreneurs and start their own enterprise and business (Pihkala et
al., 2002). Some authors have shown that not just motivation but also knowledge and
competences are generally important for development of entrepreneurship (Mulder, 2007;
Mitchelmore and Rowley, 2010). Entrepreneurship is multifaceted. Shepherd et al. (2018)
reviewed more than 100 papers devoted to entrepreneurship to generate a meta-framework
for organizing entrepreneurship’s dependent variables into four categories: (a) initiation,
(b) engagement, and (c) performance of entrepreneurial endeavours embedded in (d)
environmental conditions, in which an entrepreneurial endeavour is the investment of
resources into the pursuit of a potential opportunity (Shepherd et al., 2018). The term
“resources” should be understood in a broader sense, not only as financial funding but also
as mental resources, knowledge and competence. According to the European Commission
(2016), the entrepreneurship key competence refers to an individual’s ability to turn ideas
into action. It includes creativity, innovation and risk taking, and the ability to plan and
manage projects in order to achieve objectives (European Commission, 2016).
In ensuring such a wide range of capabilities, education plays an important role.
Entrepreneurship education is essential not only for shaping the mindset of young people
but also for providing the skills and knowledge that are central to developing an
entrepreneurial culture. A study carried out by Kolvereid and Moen (1997) has confirmed
that students who have learned entrepreneurship have a greater interest in becoming
entrepreneurs and have acted more entrepreneurial than other students to start a new
business. Sufian and Karim (2016) showed how important in entrepreneurship education
an integration of knowledge, skills and experience can be (Sufian and Karim, 2016). The
European understanding of entrepreneurship as a key competence indicates a dual focus.
Firstly, the development of entrepreneurial attitudes, skills and knowledge should enable
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the individual to turn ideas into action. Secondly, entrepreneurship is not only related to
economic activities and business creation, but more widely to all areas of life and society.
Innovative and creative action can be taken within a new venture, or within existing
organizations, i.e. as 'entrepreneurial activity' (European Commission, 2016). The
European Commission framework defines eight key competences and describes the
essential knowledge, skills and attitudes related to each of these. These key competences
are communication in the mother tongue, communication in foreign languages,
mathematical competence and basic competences in science and technology, digital
competence, learning to learn, social and civic competences, sense of initiative and
entrepreneurship, and cultural awareness and expression (European Commission, 2016).
These key competences are all interdependent, and the emphasis in each case is on critical
thinking, creativity, initiative, problem solving, risk assessment, decision taking and
constructive management of feelings. Basically, the focus should be on one of the eight
competences, e.g. sense of initiative and entrepreneurship. This is the ability to turn ideas
into action. It involves creativity, innovation and risk-taking, as well as the ability to plan
and manage projects in order to achieve objectives. Lately the importance of digital skills
and digital education has been highlighted. In a recent report of the Global Youth
Entrepreneurship Survey (EandY, 2017), the digital dimensions of entrepreneurship were
measured and compared across G20 countries, and it was found that Canada, Germany,
Japan, the UK and the US had the leading digital entrepreneurial environment, while
Argentina, Brazil, India, Mexico and Russia lagged behind (EandY, 2017). The report
highlights five areas for action where the leading nations can maintain and further improve
conditions for entrepreneurs, and those who are behind can catch up (EandY, 2017): 1)
Access to finance: promote the development of early-stage financing; 2) Entrepreneurial
culture: introduce entrepreneurship as a specialized stream in higher education and
integrate it throughout courses at primary and secondary levels; 3) Digital business
environment: promote the development of support networks for newly arrived
entrepreneurs in G20 host countries and establish clear guidelines on data privacy and
security; 4) Digital skills and entrepreneurial education: prioritize science, technology,
engineering and mathematics (STEM) in schools; 5) Digital knowledge base and ICT
market: foster multi-stakeholder digital clusters and networks, along with coaching and
mentoring schemes, and support university-entrepreneur collaboration, including through
funding incentives for universities (EandY, 2017). Young people are the closest to
evolving digital technologies and should be best placed to take advantage of the benefits
they offer in business. But to do so, they need adequate support: better access to finance
and education and the right exposure to different markets. This will require an entirely
different policy approach: one that is cross-border, education-focused and collaborative.
The individual is aware of the context of his/her work and is able to seize opportunities
that arise. It is the foundation for acquiring more specific skills and knowledge needed by
those establishing or contributing to social or commercial activity. This should include
awareness of ethical values and promote good governance (European Commission, 2016).
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Hence, entrepreneurship education can and should be offered to students for them to
become entrepreneurs.
One of the key resources for turning a good idea into a successful business is financing.
The Ernst and Young G20 Entrepreneurship Barometer (EandY, 2013) showed that more
than half of young entrepreneurs think that lack of access to finance is the greatest
constraint to the growth of their business. A fifth of young entrepreneurs do not feel
capable of applying for a commercial bank loan after their business is up and running. On
the other hand, the European Central Bank (ECB, 2017) pointed out that only for 9% of
European medium-sized enterprises (MEs) was access to financing the dominant problem
in 2017. However, the share of enterprises that saw access to financing as their most
important problem remained higher among MEs than among their larger-sized peers
(Kraemer-Eis et al., 2017). Regular studies in the EU (carried out, for example, by the
ECB, EIB and OECD) provide a deeper and more detailed assessment of access to
financing for companies, in particular micro-enterprises and business start-ups. The ECB,
for example, in its surveys on assessing the factors that have an impact on the availability
of external financing in the euro area, have made inquiries concerning the general
economic outlook, the firm-specific outlook, the firm's own capital, the firm's credit
history and the willingness of banks to lend (European Central Bank, 2014). In order to
understand the experience, needs and obstacles of Latvian companies in obtaining external
financing, the JSC development finance institution ALTUM has carried out the most
extensive research by surveying 2255 Latvian companies (ALTUM, 2018). Based on the
entrepreneurs’ past experience in obtaining loans, it was found that banks rejected funding
of about 1.1 billion euro a year for business for various reasons. Almost a third of this
could be financed by ALTUM. According to the study, ALTUM currently finances 40% of
the amount that could potentially be supported, as most entrepreneurs do not turn to it at all
(ALTUM, 2018). It is important to take note of the responses to the question “If you need
external financing to realize your growth ambitions, what type of external financing would
you prefer most?”. The majority of MEs gave preference to “bank loans” (64%), whereas
“loans from other sources” were selected by only 14% of the respondents, and “equity
investment” was selected by only 6% (Beizitere, 2018). The survey of entrepreneurs
showed that 75% of the respondents were not aware of the available financial instruments.
Many sources indicate lack of availability or constraints on financing, particularly for startups and micro-enterprises. The study shows that the situation is somewhat ambiguous. The
“lack of availability” might be explained by the unwillingness of companies to borrow or
insufficient awareness of the financial instruments available (Beizitere, 2018). This also
applies to venture capital funds (VCFs), which are used as little as possible. Most of the
investments made by state-subsidized VCFs in Latvia are not investments in young
innovative companies (Prohorovs and Jonina, 2017). Unlike VCFs of the US and the UK,
Latvian VCFs subsidized by the state and not specializing in financing innovative
companies in the initial stage of financing do not seek to finance young innovative
companies (and innovative companies). One of the reasons for VCFs’ unwillingness to
invest in young innovative companies is the small demand for VCF investment from young
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innovative companies (only 42.5% of the total number of applications). As the Latvian
economy develops, the number of private VC investors, including business angels,
investment companies and regional VCFs ready to finance promising companies is
increasing. One of the reasons for the lack of quality demand for VC is low awareness
about alternative sources of funding (Prohorovs and Jonina, 2017). Availability of financial
resources to enterprises is essential for business development. In particular, micro and
small business performers have experienced financial constraints over the past few years.
Despite numerous financial instruments designed in the EU to facilitate access to external
financing for enterprises, a popular opinion about financial constraints still prevails,
especially as regards micro-enterprises and business start-ups (Beizitere, 2018). With
regard to the poor access of MEs to public funding, researchers (Masiak et al., 2017b) also
pointed out that there is a prevailing uncertainty associated with the lack of awareness of
public funding programmes, or vice versa, the programmes do not meet the requirements
of micro-enterprises, for example, due to the associated administrative burden. Surveys of
UK SMEs carried out to investigate the relationship between bank credit availability and
awareness of government initiatives provided evidence that the SMEs that had better
knowledge of the funding scheme conditions were less likely to have their financing
requests rejected (Calabrese et al., 2017). Another study (GLI Finance, Ltd, 2015) showed
that better awareness of the availability of financing would have a positive economic
effect. This study reports that increased awareness of an alternative sector where financing
could be obtained would help the small and medium-sized enterprises in the UK to
understand their financial capabilities, secure adequate funding and materialize their
economic growth potential. 70% of young entrepreneurs find that improved financial
literacy is the main business benefit of non-financial support (EandY, 2013).
YBI (Youth Business International) is an organization helping underserved young people
aged 18-35 start and grow a business, and central to their approach is the combination of
financial (in the form of no or low-interest loans) and non-financial (in the form of
mentoring and training) support. YBI carried out the Global Youth Entrepreneurship
Survey with a focus on how young entrepreneurs value the non-financial support they
receive (GYES, 2011). It is remarkable that in one third of the twenty-one countries
surveyed, young entrepreneurs place more value on their mentor than on money. This
survey provides insights into the views of more than 1,000 young entrepreneurs from 21
countries about the challenges of start-ups and the positive difference that mentoring and
training can make. 55% of young entrepreneurs agree that their business is more successful
as a result of the non-financial support they received (GYES, 2011). YBI is calling on all
sectors to recognize the value of non-financial support in order to increase access to
financing for young entrepreneurs. Young entrepreneurs feel more confident: 84% of
young entrepreneurs feel more confident running their business as a result of the nonfinancial support they received (GYES, 2011). Similar results were obtained among
Latvia’s young entrepreneurs. A study has shown that Riga start-ups perceive high levels
of social support from family and friends. This supports the entrepreneurial personality
trait of high levels of perceived social support. Riga start-ups evaluate highly perceived
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social capital in all three dimensions addressed: structural, cognitive and relational. The
main findings showed that statistically significant correlations exist between perceived
social support and two dimensions of social capital: cognitive and relational (Cirule, 2018).
Business incubators are among the initiatives that provide mainly non-financial support
and stimulate economic growth by facilitating the creation of new companies (Ratinho et
al., 2011). Incubation is a support process that nurtures the development of beginning and
emerging companies through a range of resources and services. The primary goal of a
business incubator is to produce organizations that will leave the incubation programme as
a self-supporting organization during the start-up period when they are most vulnerable
(Hackett and Dilts, 2004). The primary reason for beginning and emerging organizations to
join an incubator is to build successful enterprises and to connect and network within their
community. A quantitative study of tenants of Latvian university business incubators
revealed that open innovation strategies and motivation to engage in open innovation
activities are positively associated with the use of incubation services. Among factors
contributing to the success of incubation, incubator service networking appeared to be the
most important, followed by the open innovation inside-out strategy and incubatees’ age
(Cirule et al., 2017).
According to the Ernst and Young G20 Entrepreneurship Barometer, only 15% of
entrepreneurs say their country has a culture that fully supports entrepreneurship. 83% say
that an increase in tax incentives focused on innovation would improve the health of
entrepreneurship in their country. 84% of entrepreneurs want tax systems to be simplified
(EandY G20 Entrepreneurship Barometer, 2013). Latvia is not ranked among the 20
countries of the Ernst and Young G20 Entrepreneurship Barometer. What is the situation
with business and especially with youth entrepreneurship in Latvia? Latvia ranks 1st out of
24 European Union countries participating in the Global Entrepreneurship Monitor
(Krumina and Paalzow, 2016), with 12.2% of its adult population (aged 18-64) involved in
early stage entrepreneurial activity. In 2014, young Latvians (aged 18-24) were as active as
25-35-year-old Latvians among their age group. However, national attitudes towards
entrepreneurship as well as growth ambitions of early stage entrepreneurs have declined
compared to 2013 (Krumina and Paalzow, 2016).

RESEARCH DESIGN AND METHODOLOGY
The aim of this research is to study the youth business environment and indicate the main
factors important for the development of youth entrepreneurship in Latvia.
Three research questions were set out:
 What are the main business environment factors influencing the development of
youth entrepreneurship from the point of view of young people?
 What are the main business environment factors influencing the development of
youth entrepreneurship from the point of view of experts?
33



What are the main differences in youth’s and experts’ opinion?

To achieve the goal of the research, a descriptive research design was used, which shows
how the business environment factors are perceived from the point of view of young
people and experts. The research is based on the design of mixed methods QUAN ->
QUAL, which includes a complementary application of two methods both including the
quantitative and qualitative part of the research. The point of integration of the quantitative
and the qualitative parts is in the processing of the results. The purpose of such a design
application is to expand the scope using various components of the study (based on
Schoonenboom and Burke, 2007).
The research design was created based on findings from Education and Science Ministry
research (IZM, 2016) and the Global Youth Entrepreneurship Survey (YBI, 2011).


Youth survey QUAN->qual. The quantitative part of the youth survey includes 48
factors, which are combined in 5 scales: Motivation; Knowledge and Education;
Finance; Support; and Hindering factors. Young people were asked to evaluate all
included factors on a Likert-type scale from 1 (not important) to 4 (very important)
according to how important they are in encouraging them to start a business or
promoting their business development. In order to get a deeper insight and
awareness of factors not included in the survey, an additional open question was
included. Both quantitative and qualitative methods of data analysis were used for
the youth survey results.



Expert survey quan->QUAL. Experts from business and education were invited to
participate in the current study. Experts made a quantitative assessment of 18
different factors on a scale of 1-10 and gave qualitative justification for each
evaluation. The expert survey was carried out in June 2018 and characterized the
situation at the time. For the analysis of expert assessments, both quantitative and
qualitative methods were used.



A mathematical and statistical analysis was conducted in Excel and SPSS.
Cronbach’s alpha indicator was calculated to identify the level of internal
consistency of the questionnaire, the Kolmogorov-Smirnov test was used to verify
the normality of distribution, the Pearson coefficient was used to calculate
descriptive statistics and identify the correlation between indicators, and
qualitative characteristics of each indicator were analyzed using the NVivo tool.
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(internal factors)

Motivation
Knowledge and education
Openness to experience

Figure 1 Conceptual model of the research (created by the authors, 2019)

RESPONDENTS OF THE STUDY
Sample for the youth survey
There are 451,343 young people in Latvia aged 15-34 (CSP, 2018). The sample size with
confidence level 95% and confidence interval 5 is 384 respondents (Creative Research
Systems, 2018). Similar data on the representativeness of the sample are also indicated by
other sources (Paniotto and Maksimenko, 2007).
Table 1
Young people aged 15-34 in Latvia in 2018
Age
Young people in Latvia (N)
Percent (%)

131,714

36 or
older
139,806

451,343

29.2

31

100

13-19

20-25

26-35

86,834

92,989

19.2

20.6

(CSP, 2018)
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Total

The survey was carried out through an online platform, www.webropolsurveys.com, from
19.04.2018-15.06.2018 in the Latvian and Russian languages.
564 valid questionnaires were received, 73% (nLV=409) in Latvian and 27% (nRU=155) in
Russian. The distribution of respondents by age is shown in Table 2.
Table 2
Age distribution of respondents
Age
Number of respondents in
sample (n)
Percent (%)

13-19

20-25

26-35

36 or
older

Total

392

107

54

11

564

69

19

10

2

100

(created by the authors based on the results of the youth survey, 2018)
The limitation of this research is linked with the different age distribution of respondents in
the survey and the population in Latvia (see Table 1, Table 2 and Fig. 1). In the survey,
88% of respondents are aged 13-25, while in Latvia’s population only 40% of young
people correspond to this age group. Therefore, this research is focused mostly on young
people aged 13-25 (the age of schoolchildren and students); the results are basically
applicable to this age group and cannot be attributed to the whole population aged 13-35.
80
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30-34
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Figure 2 Age distribution of the population and respondents, n=564 (created by the authors
based on the results of the youth survey, 2018)
32% of respondents indicate that they are interested in starting their own business, 28% are
thinking about their own business but are not confident in their abilities, 14% are interested
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in entrepreneurship, and 10% do not have an interest in entrepreneurship. A full profile of
respondents is shown in Fig. 3.

become an (%)
Willingness
to becometoentrepreneur
Williness
entrepreneur (%)

I am thinking
aboutabout
starting
my own
I am thinking
starting
my business
business

32

I have thought about my own business, but I am not
confident about my abilities

28

haven't thought about starting my own
business
I haven’t
business
I have team
I have a team

26
5

I am entrepreneur
I am an entrepreneur

5

prototype
product
I haveI have
a prototype
of aof
product

4

My business
is officially
registered
Business
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4

The first sale is done

3

Gender (%) Living place (%)

Education level
(%)

Occupation field (%)

Pupil

61

Student

34

Employee

25

Unemployed

4

Entrepreneur

4

Other

3

Basic school

48

Secondary school

36

Higher education

16

Big city

66

Little city

26

Countryside

8

Female

66

Male

34
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Figure 3 Profile
37of respondents, n=564
(created by the authors based on the results of the youth survey, 2019)

Selection of experts
Experts from Latvia were invited to participate in an expert survey. The following
selection criteria were formulated for the experts:
1. At least 3 years of experience in business, business management or business

policy development
2. Business management education (master’s, doctoral student, doctoral degree)
3. Academic research activities over the past 5 years
4. International experience in various activities related to entrepreneurship

(projects, trainings, expertise, cooperation)
5. Representative of state bodies or organizations for the development of the

economy, business or entrepreneurship (for example, a representative of the
Chamber of Commerce)
The level of expertise was confirmed by meeting at least two of the above criteria.
14 experts were selected for the study; 10 of them met 3 or more criteria, and 4 of them
met 2 criteria.

RESULTS AND DISCUSSION
Results of the youth survey
The survey was conducted with the aim to access the business environment in Latvia and
identify the most significant driving and inhibiting factors in the development of youth
entrepreneurship. Young people were asked to evaluate 48 factors from 1 (not important)
to 4 (very important) according to how important they are in encouraging them to start a
business or promoting their business development. All factors were divided into 5 thematic
scales and the significance of each scale was also assessed. The Cronbach’s alpha
coefficient was calculated for the entire questionnaire and separately for each scale. As we
can see from Table 3, the Cronbach’s alpha coefficients obtained range from 0.77 to 0.93
and demonstrate a sufficiently high reliability and internal consistency of the entire
questionnaire and scales (see Table 3).
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Table 3
Mean and Cronbach’s alpha of factor scales
Scale
Motivation
Knowledge, education
Finance
Support
Hindering factors

Number of factors
in scale
5
11
10
13
9

Mean

Cronbach's alpha

3.47
3.08
2.99
2.91
3.02

.773
.869
.829
.878
.781

The significance of all the scales is rather high. The scale “Motivation” (3.47) has the
highest score. Hence, factors of this scale are the most important for new entrepreneurs.
The scales “Knowledge” (3.08) and “Hindering factors” (3.02) are also significant. Close
behind is the scale “Finance” (2.99).
The scale “Motivation” contains 5 factors (statements to evaluate). The average value of
the scale (3.47) shows that all the factors indicated in the scale are significant and very
significant. The mode 3.60 and indicator of negative asymmetry suggests that the values
are concentrated in the range above the average. Due to the prevalence of evaluations
above the average, the distribution does not correspond to the normal one, which confirms
the Kolmogorov-Smirnov Z criterion (Z = 5.514; α = 0.000; α <0.01). The five factors
evaluated in the scale “Motivation” are shown in Figure 4.

Motivation
Factors of scale

Self-confidence

3.64

Personal motivation to start a business

3.51

find
your
own idea
Ability Ability
to find to
you
own
business
idea

3.48

Understanding
business
Understandinghow
howto
tocreate
createthe
a business

3.43

team
Ability to create athe
team

3.3
Averagemean,
mean,Latvian
Latvian youth,
Avarage
youth,N=564
N=564

Figure 4 Factors evaluated in the scale “Motivation”

The evaluation of the factors in the scale “Motivation” reveals that young people place the
highest importance on the factors self-confidence and personal motivation to start a
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business. The ability to come up with a business idea for a new business is also very
important for young entrepreneurs.
Factors of the scales “Knowledge and education” and “Finance” are shown in Figure 5 and
Figure 6.

Knowledge and education

Factors of scale

Financial sources

3.38

Understanding the basics of business

3.29

Taxes and financial reports

3.28

Investors

3.2

Creating a business idea

3.17

Business model

3.08

Registration of business

3.06

Instruments of support for entrepreneurs

3.05

Innovations

3.03

Networking

2.89

Avarage
mean,
Latvian
youth,
Average
mean,
Latvian
youth,N=564
N=564

Figure 5 Factors evaluated in the scale “Knowledge and education”

The distribution in both scales also does not correspond to the normal one. This is
confirmed by the Kolmogorov-Smirnov Z criterion (“Knowledge and education” Z=2.259,
sig=0.000, sig<0.05; “Finance” Z=2.193; sig=0.000; sig<0.05). The asymmetry shifted to
the right indicates that these factors are also estimated by young people mostly above
average – as important and very important. Among 11 factors evaluated in the scale
“Knowledge and education”, the most significant factor is “knowledge about sources of
financing” (3.38). This is followed by “knowledge of the fundamentals of business” (3.29)
and “knowledge of taxes” (3.28). “Higher education” (2.50) and the “Significance of
networking” (2.89) are rated as the least important factors in this scale.
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Finance (sources)
Availability
Availability of
of financing
financing in
in general
general for
for starting
starting
abusiness
business

3.45

Factors of scale

Availability of EU funds

3.13

Investor financing

3.06

Tax rebates

3.02

Availabilityofofstate
stateand
andregional
regionalprogramms
programs
Avaliability

3.02

Personal savings

2.99

Bank financing

2.87

Crowdfunding

2.78

The financial support from friends and family

2.49

Venture funds

2.44

Avarage,
N=564
Average
mean,Latvian
Latvianyouth,
youth, N=564

Figure 6 Factors evaluated in the scale “Finance”

In the scale “Finance”, the factor "Accessibility of financing in general" has the greatest
importance (3.45) for Latvian youth. The factors “Accessibility of EU funds” (3.13) and
“Financing from investors” (3.06) are also important. Financial assistance from friends and
family (2.49), as well as venture funds (2.44) and crowdfunding (2.78), are considered the
least significant factors.
The authors suggest that the youngest respondents may not have enough information about
certain financial instruments, and the low estimation of “venture funds” and
“crowdfunding” is caused not so much by assessing the significance of the factor, but by
low awareness about the capabilities of these sources. 16.5% of respondents indicated that
they do not have information about the factor “venture funds” or they find it difficult to
evaluate. 7% of respondents did not have information about “crowdfunding”.
The scale “Support” is important for understanding the needs and expectations of young
people regarding how to start their own business. This scale contains 13 statements about
various support factors (Figure 7).
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Support
Team

3.56

Family

3.24

The examples
of other
experienced
Theother
exapmles
of other
experienced
The examples of
expirienced
entrepreneurs
entrepreneurs entrepreneurs

3.23

Friends and colleagues

3.17

Experience exchange (conferences forums,
seminars, competitions, stock exchanges etc.)

3.17

Investors (business angels)

3.09

Courses, seminars, education in entrepreneurship
field

3.07

Other
state
instruments
ofof
support
(priviledges,
Other
state
instruments
support
(privileges,
mentoring,
consultations
etc.)
mentoring, consultations etc.)

3.03

Career consultants

2.8

Support of university business incubators

2.75

Support
Supportof
ofstate
State// regional business incubators

2.69

School/ university support

2.58

Reducingbureaucratic
beuracratic burden
Reducing
burden

2.55

Figure 7 Factors evaluated in the scale “Support”

In this scale, the asymmetry is also shifted to the right, indicating that these factors are also
estimated above average – as important and very important (Kolmogorov-Smirnov
criterion Z=2.193; sig=0.000; sig<0.05). The scale “Support” indicates that among 13
support factors, the highest rated is support from the team (3.56) and from the family
(3.24). Young people also need support to start their own business from experienced
entrepreneurs (3.23), support from friends and colleagues (3.17) and exchange of
experience in conferences, forums, and business idea competitions (3.17). It is remarkable
that investor support is only the sixth priority (3.09), while support from the university and
state business incubators (2.75 and 2.69) and educational institutions (2.58) seemed to
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them less important. Young people do not feel that the bureaucratic burden should be
reduced (2.55).
The scale “Factors hindering entrepreneurship” indicates factors such as lack of experience
and knowledge, lack of support, lack of courage, etc., which may act as impeding youth
entrepreneurship (Fig. 8).

Factors hindering entrepreneurship
Finace
Finance
Knowledge

3.38
3.38

Courage (first step)

3.18

Network

3.14

Experience

3.14

Lack of ideas

3.11

Availiability
of technical
technical equipment
equipment
Availability of

2.80

Lack of support

2.78

Age

2.28

Figure 8 Factors hindering entrepreneurship

On average, the factors of this scale are estimated at 3.02 and are quite important. The
main factors hindering entrepreneurship are “lack of funding” (3.38) and “lack of
knowledge” (3.38). The “lack of courage” to take the first step is also a significant factor
(3.18).“Lack of a network, contacts” (3.14) and “experience” (3.14) as well as “lack of
ideas” (3.11) are also recognized as important inhibitors.
An interesting indicator is the factor "age", which respondents rated as the least significant
in this scale. The low importance of the factor (2.28) shows that age doesn’t prevent them
from starting entrepreneurship.
A separate block of the survey contained an open question to young people: “What are
your recommendations for improving youth entrepreneurship?” A total of 478 valid textual
answers were obtained (324 in Latvian and 154 in Russian). 568 proposals from these
answers were analyzed by using thematic content analysis. All recommendations were
divided into eight categories. For example, the category “Finance” included such proposals
as the following: Allocate financing to youth startups; Increase financial support at the
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initial stage; Support youth with financial support to help promote new ideas; Help to
attract start-up capital; More funding assistance, etc.
The number of thematically linked proposals in each category to some extent characterizes
the importance of the factor for young people (see Table 4).
Table 4
Number of proposals on how to improve youth entrepreneurship
Factors

Number of proposals

Motivation, awareness
Knowledge, education
Exchange of experience, examples of professionals
State and EU support
Information
Finances
Support, help
Business incubators
Other

143
137
78
57
56
49
33
7
8

According to the analysis of this qualitative issue, young people attach the greatest
importance to motivation for their business development (143) – the ability to take risks
and take the first step, faith in their strength, etc. Particular emphasis is placed on
knowledge and education (137). Teaching business knowledge is proposed already at the
school level, which would allow much more successful development as an entrepreneur.
Also, knowledge needs to be deepened and expanded, through seminars, trainings and
consultations. Less theoretical and more practical methods to develop business skills are
desirable. Knowledge is considered by respondents as a necessary initial resource.

Results from the expert survey
The mean, median, mode and standard deviation were calculated for each expert's
assessment of the particular factor.
The Cronbach’s alpha indicator for the entire expert survey was 0.835, which indicates
high consistency and was considered as reliable for analysis. The analysis of each
individual indicator also showed a high correlation with the other elements of the
questionnaire. With the exclusion of any indicator, the internal consistency of the
questionnaire remained consistently high, ranging from 0.809 to 0.848. Fig. 9 shows the
distribution of the average expert assessment of each indicator.
Qualitative analysis was conducted by grouping responses into two blocks: positive
assessments / contributing factors and negative assessments / hindering factors (Table 5).
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Distribution of average expert assessment of each indicator
Business supporting environment in higher
education institutions

7.79

How
easy
it it
is is
toto
start
the
business
How
easy
start
a business

7.57

Openness
Openness to
forworld
worldand
andEU
EUexperience
experience

7.50

Instruments of governmental support (discounts,
mentoring, business incubators etc.)

7.50

Political and economic stability

7.43

Exchange of experience

7.36

Support of the government (business
environment)

7.36

The level of bureaucracy

7.29

Finance: EU funding

7.14

Business supporting environment in schools

7.07

Business supporting environment in life learning

6.64

The level of corruption

6.64

Knowledge about government financial support
measures

6.29

Supporting law

6.21

Finance: financial support of government

6.21

Finances: venture capital

6.07

Finances: banking credit

5.64

Predictability
Loyalty of
of taxes
taxes

4.64
0.00 1.00 2.00 3.00 4.00 5.00 6.00 7.00 8.00 9.00

Figure 9 Average expert assessment of each indicator
The statistical analyses showed that the values of indicators differed in variance by 7
points (for instance, in evaluating the indicators “Level of bureaucracy”, “Governmental
financial support”, “Favourable tax system” or “Awareness about governmental support
instruments”). This means that experts don’t have a uniform opinion about these indicators
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in Latvia. So further analyses were made based on the mode in each distribution in the
framework of qualitative data / arguments of experts.
The highest expert assessment was given to the significance of the education environment
in Latvia, supporting entrepreneurship in both schools and non-formal education and
especially at universities (mean = 7.79). The ability to start a business was also highly
evaluated (7.57). This was followed by availability of start-up support tools (7.50) and
openness to EU and global experience (7.50). Political and economic stability in the
country was also highly evaluated (7.43), including the low threat of terrorism.
The lowest assessment was given by the experts to tax relief (4.64) and availability of
financial resources (on average 5.97, including the lowest score to bank loans (5.64),
venture capital (6.07) and state support funding (6.21)).
Qualitative analysis was conducted by grouping responses into two blocks: positive
assessments / contributing factors and negative assessments / hindering factors. Some
examples of responses to describe each indicator are shown in Table 5:
Table 5
Examples of experts’ responses (arguments) about each indicator
Indicators
Supporting environment at
higher education institutions
(mean 7.79)
How easy it is to start a
business
(mean 7.57)
Openness to EU and global
experience
(mean 7.50)

Government support tools
(mean 7.50)

Political and economic
stability in the country,
security
(mean 7.43)

Positive assessments /
contributing factors

Negative assessments /
hindering factors

A streamlined system of
international projects exists at
higher education institutions
…
Relatively low costs
Existing e-services and
consultants
…

The quality of education at HEIs
is not good enough
…

Many international projects,
contacts and networks
Many channels of information
Openness is promoted at many
universities
…
Actively develop and operate,
but not always effectively
Instruments are also available in
the regions
Non-taxation of reinvested
capital has a positive effect on
entrepreneurship
…
Low threat of terrorism
Influence of the EU
Participation in NATO and the
OECD
…

Doubts about one’s own abilities
Focus on negative examples
Psychological barriers,
incompetence
….

Lack of knowledge and skills of
new entrepreneurs
Weak economic opportunities
…

The level of development of state
instruments is lower than in
Estonia and Norway
…

High level of shadow economy
Spontaneous decisions in
entrepreneurship
Too changeable tax system
…

Continued on next page
46

Table 5 (continued)
Indicators

Positive assessments /
contributing factors

How much taxes are
favourable for the
development of
entrepreneurship
(mean 4.64)

Non-taxation of reinvested
capital has a positive effect on
entrepreneurship
…

Opportunities for obtaining
financing: bank lending
(mean 5.64)

Lending is well developed in
Latvia
Has the potential to develop
further
There are many types of loans
…
Venture funds have a serious
potential for development in our
country
…

Opportunities for obtaining
financing: venture capital
(mean 6.07)

Opportunities for funding:
state funding (grants, support
programmes)
(mean 6.21)

There are many different
programmes (ALTUM and
VIAA)
Programmes are well developed
for various types of activities
…

Negative assessments /
hindering factors
Taxes are not friendly for startups
The highest labour taxes in the
Baltic States
Significant level of shadow
economy
…
Conservative banking policies
High requirements for the
borrower
The main difficulty is the
availability of collateral
…
Is not yet sufficiently developed
Often works as a bank and issues
financing very carefully
There is no opportunity to attract
funding for innovative, risky, but
interesting and promising ideas
Young people do not have
enough knowledge about the
possibilities of using venture
capital
…
Funding is connected with
bureaucratic delays
Funding is not enough for all
interested parties
It is difficult to meet the criteria
…

(source: expert survey conducted by the authors)

Of course, one has to take into consideration that individual experts’ arguments are to
some extent subjective, but in any case, this complements and enriches their quantitative
assessment of indicators.

Comparison of results from the youth survey and expert survey
Looking at the opinions of young people and experts, one could expect that young people's
opinion (especially at the early age of 15-25) about the business environment in Latvia
would differ from the view of experienced experts. In some cases, this happens; however,
in many cases opinions on different aspects of the business environment coincide.
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Education. The importance of education in the development of entrepreneurship is
positively assessed by both young people (the second most important factor) and experts
(the third most important factor). Young people mentioned “knowledge about sources of
funding” and “their availability and attraction” as the most important factors, followed by
“knowledge of the fundamentals of business” and “knowledge of taxes”. While the value
of higher education was assessed by young people unexpectedly low (2.05), experts
assessed the impact of university environment on development of entrepreneurship as one
of the highest (7.79).
How easy is it to start a business? Experts consider that it is relatively easy to start a
business in Latvia (high average rating of this factor: 7.57) due to quick registration,
relatively low costs, the existence of e-services, consultants, etc. Young people expect the
main support in starting a business from their team, family and friends as well as
experienced entrepreneurs and the exchange of experience. Support from state and
educational institutions from young people’s perspective seems less important.
Sources of funding. Expert views largely coincide with young people's view that funding
sources play a major role in starting a new business. Like young people, experts highly
evaluate the availability of EU funds (mean = 7.14) and indicate that EU funding is well
developed and widely available in Latvia but fundraising is hindered by bureaucratic
procedures, and there is not enough information and knowledge among young people on
how to attract EU funds. They also mentioned that there is some risk that the availability of
EU funds in the future could decrease. Although, according to experts, lending is welldeveloped in Latvia (mean = 5.64), the main difficulties of bank lending are connected
with the lack of collateral and insufficient experience of young entrepreneurs. Most likely,
the inability to meet high bank credit requirements is the reason why young people assess
bank loans relatively low (mean = 2.87). Experts (contrary to young people) highly
appreciate the availability of venture capital in Latvia (mean = 6.07). The authors assume
that young people aged 13-25 do not have enough knowledge about the possibilities of
venture capital.
Support. Young people and experts have different views on this factor. Experts consider
state support instruments, the availability of EU funds, the impact of the university
environment, and business incubators as important support factors which contribute to the
development of young entrepreneurs. According to young people’s assessment, the support
of universities as well as state and university business incubators is less important. The
main support for starting a business is expected from the team, family, friends and from
experienced entrepreneurs. According to young people’s perspective, what is most
important in the development of their business is motivation, faith in their own strength,
ability to take risks and courage to take the first step.
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Factors hindering entrepreneurship. In this area, young people and experts have rather
similar views. In young people's opinion, funding and lack of knowledge are the main
factors hindering starting a business. There is also lack of courage to take the first step as
well as insufficient experience and knowledge. According to experts’ views, lack of
knowledge and skills of new entrepreneurs, low awareness of young people about
accessibility of tools and lack of financial support are essential hindering factors. Experts
also point out that taxes are not friendly for start-ups and that there are frequent changes in
regulations, lack of centralized information about the possibilities for state support and a
still high level of bureaucracy.
The results of this study show that the entrepreneurial environment in Latvia and the needs
and opinions of young entrepreneurs to a great extent correspond to G20 countries as
shown in the report of the Global Youth Entrepreneurship Survey (EandY, 2017). Hence, it
would be important to conduct further studies on how applicable in Latvia tools and
driving forces of youth entrepreneurship development that worked out for G20 countries
could be (EandY, 2017).

CONCLUSIONS
1. In general, the environment for the development of youth entrepreneurship in
Latvia is favourable due to political and economic stability, the low level of
terrorism, the positive influence of participation in the EU, NATO and the OECD,
and high openness to European and global experience.
2. For successful start and development of entrepreneurship, the most important
factors for young people in Latvia are self-reliance and high personal motivation
followed by knowledge and funding.
3. Knowledge and entrepreneurial skills should be developed in all levels of
education. Young people consider knowledge about sources of financing, business
fundamentals and the tax system of the country as the most important. At
educational institutions, knowledge is sometimes given too theoretically. Attention
should be paid not only to theoretical knowledge but also to workshops and
sharing experience with experienced entrepreneurs.
4. The driving force of entrepreneurship development is the creation of an
entrepreneurial environment in schools, particularly at universities and university
business incubators, which contribute to the development of young entrepreneurs.
5. One of the most important factors for youth entrepreneurship is the availability of
financing, including EU funds. Among the factors preventing starting a business,
Latvian youth also cite lack of knowledge about the available instruments of
funding (venture capital, crowdfunding, state support instruments). There is no
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centralized source where one can find complete information about support and
funding instruments.
6. Taxes in Latvia in general are acceptable in comparison to other EU countries,
although they are not always friendly for start-ups. Labour taxes are the highest in
the Baltic States, which reduces the competitiveness in the region. Frequent
changes in taxes and regulations prevent the development of entrepreneurship.

RECOMMENDATIONS
Several practical recommendations were formulated according to the study results.
For policymakers, it would be advisable to:
1. Provide direct support for new enterprises, but also to focus on tools and
instruments that develop young entrepreneurs’ psychological readiness for
entrepreneurship, increasing their self-reliance and personal motivation.
2. Develop a single centralized information source on business support instruments
available in the country and to local governments.
3. Revise the existing laws and work out changes in regulations with the aim to
support early stages of entrepreneurship. For instance, synchronize tax laws,
decrease labour taxes, simplify taxation for micro enterprises and avoid further
frequent changes in regulations; review and reduce bureaucratic application
procedures and further reporting for EU support funds.
For education institutions, it would be advisable to:
4. Start planning the development of entrepreneurial knowledge and skills at schools
as early as possible; develop and promote business incubators at universities;
include topics not only on sources of business finance, financial management, the
tax system and business management, but also on personnel management, team
building, business psychological aspects and motivation in the curriculum of study
programmes. Special attention should be paid to the development of practical
skills and to the development of students’ own enterprises during the study period,
strengthening theoretical knowledge.
For the Latvian Venture Capital Association (LVCA), the Latvian Business Angel
Network (LATBAN), and the financial institution ALTUM, it would be advisable to:
5. Provide broader information to young entrepreneurs about the possibilities of
venture capital funds and business angels as appropriate sources of funding in the
early stages of entrepreneurship.
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Problems in the development of youth
entrepreneurship in the Republic of
Armenia2
TATUL MKRTCHYAN
DIANA GALOYAN
ABSTRACT
Purpose. The study is based on the premise that the development of youth
entrepreneurship is a significant factor in the economic development of society and in
increasing employment, living standards and economic independence of young people.
The purpose of this study is to assess the degree of favourableness of the business
environment for the development of youth entrepreneurship in the Republic of Armenia in
comparison with other Eastern Partnership countries, identifying barriers and difficulties
that Armenian youth face in translating creative ideas into real business.
Methodology. In order to achieve the goal set in the article and to accomplish the
objectives of the study, the methods of quantitative research, analytical diagnostics,
content observation, statistical analysis, grouping, questioning and interpretation of results
were used. The form developed for the survey of young people (aged 13-35) includes
questions which characterize the respondents’ profile, as well as groups of factors which
influence the implementation of entrepreneurial activities.
Findings. In the process of the study, conclusions were made on the presence of a number
of factors that restrain and limit the development of the business environment in Armenia.
The main barriers hindering the opening of a new business are considered by Armenian
2 The publication was prepared in the framework of the ERASMUS+ project “Higher Education Institutions
for Youth Entrepreneurship” (No. 589942-EPP-1-2017-1-UA-EPPKA2-CBY-EP-PE).
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youth to be the following: the absence (limitation) of start-up capital; lack of courage to
take the first step; lack of knowledge and lack of experience; lack of a business idea and
business plan. Additional factors constraining youth entrepreneurship in Armenia are as
follows: lack of connections, lack of development or lack of a material and technical base,
lack of awareness or inefficiency of business support programmes.
Value. The article identifies problems, the elimination of which will improve the
environment in order to stimulate young people to start their own businesses. It also
identifies barriers to the development of youth entrepreneurship. The results obtained in
the study can form the basis for the development of youth policy in Armenia.
Keywords: youth, youth employment, youth entrepreneurship, Eastern Partnership,
business environment.

INTRODUCTION
The Eastern Partnership, launched in 2009 as a joint political initiative, aims to deepen and
strengthen relations between the European Union, its member states and its six eastern
neighbours: Armenia, Azerbaijan, Belarus, Georgia, the Republic of Moldova and Ukraine.
As part of this cooperation, all partners have committed to making concrete improvements
in the daily lives of citizens, concentrating their efforts on achieving 20 results by 2020
(Joint Declaration of the Prague Eastern Partnership Summit, 2009).
One of the priorities in the framework of cooperation between the EU and the Eastern
Partnership is the support and empowerment of the younger generation, especially in terms
of developing their skills and promoting employment.
According to an EU press release (Eastern Partnership – 20 Deliverables for 2020: State of
play in 2018, 2018), significant progress was achieved in promoting SME growth,
attracting investment, creating jobs in new sectors, and expanding trade opportunities by
opening access to new markets.
At the same time, increasing investment in the employment of young people, developing
their skills and activating youth entrepreneurship (Sepashvili, 2017; Ikonen and Nikunen,
2018) are among the key vectors of interaction between the EU and the Eastern Partnership
countries.
Youth unemployment is one of the main problems of most post-Soviet countries. The
Eastern Partnership countries are no exception; in three of them – Armenia, Georgia and
Ukraine – the youth unemployment rate is critically high.
According to the National Statistical Committee of the Republic of Armenia, in 2017 the
unemployment rate was 17.8%, and one third of all unemployed were young people
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(Statistical Yearbook of Armenia, 2018). A number of economic studies indicate that
unemployment problems have a negative impact on the sustainability and ability of young
people to survive in a dynamic and demanding labour market and on their future income
(Arulampalam et al., 2001; Eurofound, 2015; Liu et al., 2016; Haaland, 2018).
Considering that young people are the most physically, economically, and socially active
part of the population, and they have innovative potential and mobility, the development
(encouragement) of youth entrepreneurship for job creation and sustainable development
should become a priority policy of the Republic of Armenia.
The purpose of this study is to assess the degree of favourableness of the business
environment for the development of youth entrepreneurship in the Republic of Armenia in
comparison with other Eastern Partnership countries, identifying barriers and difficulties
that Armenian youth face in translating creative ideas into real business.

LITERATURE REVIEW
Entrepreneurship is a key element of the evolutionary economy (Grebel et al., 2003;
Metcalfe, 2004; Grebel, 2007) and a prerequisite for economic development (Audretsch et
al., 2006; Fritsch, 2008; Stam, 2009; Lyons, 2015).
The role and importance of entrepreneurship has been repeatedly emphasized in
economics. Entrepreneurs, according to C. Mirjam van Praag and Peter H. Versloot,
perform a very important but specific function in the economy. They create jobs, boost
productivity, commercialize high-quality innovations, and produce important side effects
that impact the growth rate of employment in the long run (Praag and Versloot, 2007;
Ribeiro, 2017).
The available empirical research on the development of entrepreneurship indicates the
importance and social significance of this phenomenon. There is ample empirical evidence
showing that the development trend of industrialized countries has changed since the early
1970s and the entrepreneur is increasingly seen as an indispensable factor in economic
development (Braunerhjelm, 2010; Ferreira et al., 2017).
Current research conducted by the Global Entrepreneurship Monitor (GEM, 2017/2018) is
based on the assumption that the growth of the national economy is the result of the
interdependence between entrepreneurial activity and personal qualities and the ability of
people to identify and realize opportunities. The GEM survey provides an opportunity to
identify factors that encourage or limit business activities. Comparison with other data sets,
such as those collected by Eurostat (Flash Eurobarometer) and the World Bank, shows a
high degree of correlation between the results of the studies performed (Reynolds et al.,
2005). However, despite the fact that the subject of research constitutes almost the same
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phenomena and processes, the results and conclusions should be adapted to the specific
development of each country.
Entrepreneurship is increasingly recognized as an important and valuable additional tool
for creating jobs and improving the living standards and economic independence of young
people (Cyril and Chijioke, 2010; Chauhan and Aggarwal, 2017).
Entrepreneurship is also an important source of income and employment for young people
(Doran et al., 2016) and is the focus of policies whose goal is to provide alternative
employment opportunities to fill job shortages and attract young people to the labour
market (Llisterri et al., 2006; Pounder, 2018; Kluve et al., 2019).
Francis J. Greene, emphasizing the need to support youth entrepreneurship, identifies three
stages in terms of supporting youth (Greene, 2002). Based on a study of empirical data on
changes in the self-employment of young people over 25 years, the author concludes that
the period of “free entrepreneurship” (until 1981) was characterized by limited support for
young people in their quest for developing their own businesses. The impetus to changing
the situation, during the period when there was a direct interest of public and private
organizations in the development of youth entrepreneurship (the period called by the
author “corporate culture”), was the pragmatic desire to reduce unemployment in the
1980s. The article also defines the third phase, “enterprising people” (since 1992), in
which special attention is paid to improving entrepreneurial skills and abilities of young
people, which once again underlines the need to enhance the potential of young people
towards entrepreneurial activities.
Today, the study of youth entrepreneurship from the point of view of its activation is of
particular interest because young people usually have a greater potential propensity for
entrepreneurship (Lévesque and Minniti, 2006) and a high level of ambition (Bosma and
Levie, 2010).
Identification and research of the factors influencing entrepreneurial activity has received
considerable attention from scholars working on the problems of entrepreneurship
(Iakovleva et al., 2011; Autio et al., 2001; Krueger et al., 2000; Jongh and Meyer, 2017).
Many researchers emphasize the importance and necessity of entrepreneurial education
(Kolvereid, 1997; Miller et al., 2009; Valerio et al., 2014), pointing out that young people
with entrepreneurial skills and competencies are more motivated and more successful at
opening new business.
Considerable attention is paid to the support of young people in their desire to start their
own businesses and the influence of the family and social capital of a young person on the
desire to do business. According to Davidsson and Honig (Davidsson et al., 2003), social
capital is an important prerequisite for entrepreneurial behaviour. This can be explained by
gaining approval in the immediate environment and the ability to access the necessary
resources.
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Other authors studying the problem of youth entrepreneurship focus on the financial
aspects of starting a business. According to Gwija, Chuks and Chux (Gwija et al., 2014),
one of the main factors hindering the development of entrepreneurial activity among young
people is the lack of equity capital and the difficulties that starting entrepreneurs face in
gaining access to start-up capital.
A sample survey performed by M. Dash and K. Kaur (Dash and Kaur, 2012) showed that
the majority of young entrepreneurs suffer from a working capital shortage, tax regulation
and a lack of adequate incentives from society.
The results of research conducted by J. Jongh and N. Meyer (Jongh and Meyer, 2017)
confirm the influence of the above factors on the entrepreneurial activity of young people.
The authors found that young people between the ages of 18 and 35 perceived a lack of
necessary entrepreneurial skills, difficulties in obtaining the necessary funding, and
insufficient support for starting a business as the most important aspects hindering their
entrepreneurial activity.
Research on the factors affecting entrepreneurial intentions of young people has intensified
in the past few years. At the same time, the absence of such studies in the Republic of
Armenia confirms the importance of the tasks set in this article.

RESEARCH METHODOLOGY
In order to achieve the goal set in the article and to accomplish the objectives of the study,
the methods of quantitative research, analytical diagnostics, observation, statistical
analysis, grouping, questioning and interpretation of results were used.
In order to assess the degree of favourableness of the business environment for the
development of youth entrepreneurship in the Republic of Armenia in comparison with
other Eastern Partnership countries, the authors use data from the Doing Business 2018
report, a World Bank Group flagship publication. Doing Business is a reputable source of
information, presenting quantitative indicators on business regulations and the protection
of property rights that can be compared across 190 economies.
The study of the problems of involving young people in entrepreneurship included the
development of a questionnaire, an online survey of respondents participating in the study,
the initial processing of the data and visualization of the results, an analysis of the results
and brief conclusions.
A questionnaire was used to solve the task because it provided an opportunity for
individual responses of young people concerning the motives and barriers to creating their
own businesses.
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Young people between the ages of 13 and 35 who only have an interest in entrepreneurship
were the main respondents. They may (or may not) have a business idea, the
implementation of which may have started. To obtain representative results, the required
number of respondents was calculated by means of a sample size calculator at a 95%
confidence level and a confidence interval of 5 (Creative Research Systems, 2018). The
total sample size was 416 respondents from various categories of youth.
For the survey, a structured questionnaire was prepared covering issues related to the
following:


youth motivation to develop their own businesses



availability of knowledge and business education



financial aspects of entrepreneurship



the importance of supporting entrepreneurial intentions of young people



factors hindering the implementation of business activities

The questions were designed as statements, which respondents had to rank on a scale from
1 to 4 (where 1 is a “very small factor” and 4 is “a very important factor”). Since young
people over the age of 13 participated in the survey, the researchers also suggested an
assessment of factor 0 (“I cannot estimate, there is no information”), having understood
that certain factors may be little known and difficult to estimate.
An anonymous electronic survey was conducted on the Webropol platform in the period of
19.04.2018 to 15.06.2018.

FINDINGS
Assessment of the degree of favourableness of the business environment for
the development of youth entrepreneurship
In a dynamically developing world, a favourable environment is becoming increasingly
important for encouraging young people to start their own businesses.
According to the Doing Business 2018 report, Armenia ranks 47th in terms of favourable
conditions for doing business, dropping 9 positions compared with the previous year
(Table 1). According to the World Bank, Georgia is the leader in the overall ranking
among the countries of the Eastern Partnership, improving its position compared to the
previous year by 8 points.
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Table 1

Starting a
business

Registering
property

Getting credit

Protecting
minority investors

Paying taxes

Trading across
borders

Enforcing
contracts

Resolving
insolvency

Georgia

9

4

29

30

4

12

2

22

62

7

57

Belarus

38

30

22

25

5

90

40

96

30

24

68

Moldova

44

23

165

80

20

42

33

32

35

62

65

Armenia
Azerbaijan

47
57

15
18

89
161

66
102

13
21

42
122

62
10

87
35

52
83

47
38

97
47

Ukraine

76

52

35

128

64

29

81

43

119

82

149

Country

Dealing with
construction
permits
Getting electricity

Ease of doing
business ranking

Eastern Partnership Countries, Doing Business 2018 Ranking

Source: Doing Business, 2018

In terms of different assessment indicators, Armenia shows a lag among the countries of
the Eastern Partnership in the criteria of “obtaining building permits”, “protecting minority
investors”, “taxation”, and “insolvency resolution”.
According to the indicator of creation of enterprises, Armenia ranks 15th among 190
countries. Creating a business in Armenia requires 4 procedures (in Georgia only 2), and
the time required to complete these procedures is 4.5 days (Table 2, Procedures). It should
be noted that in Armenia, the cost of registering a business is quite low, in % of per capita
income (although the country ranks third in the rating of the Eastern Partnership countries
by this indicator). Reducing the number of procedures and business registration time in
Armenia would improve the position for this indicator, making it more attractive to start a
business in the country.
Table 2
Indicators of "Starting a business" for Eastern Partnership countries
Country

Starting a
business
(rank)

Procedures
(number)

Time
(days)

Azerbaijan
Armenia
Belarus

18
15
30

4
4
5

4.5
4.5
5
60

Cost (% of
income per
capita)

Minimum capital
(% of income per
capita)

1.8
0
0.9
0
0.6
0
Continued on the next page

Table 2 (continued)
Country
Georgia
Moldova
Ukraine

Starting a
business
(rank)
4
23
52

Cost (% of
income per
capita)
2
2
2.5
4
5
5.6
6
6.5
0.8
Source: Doing Business, 2018
Procedures
(number)

Time
(days)

Minimum capital
(% of income per
capita)
0
0
0

The positions of Armenia according to the indicator “Dealing with construction permits”
look less advantageous compared to the rest of the Eastern Partnership countries (Table 3).
In particular, a rather large number of procedures is envisaged as well as a longer period
(in comparison with Georgia and Ukraine) in days. At the same time, there is an average
quality control of construction (8 points out of 15 possible), which indicates the average
quality of regulatory acts relating to construction, the effectiveness of quality control and
safety mechanisms, liability and insurance regimes, as well as requirements for the level of
professional qualifications. Thus, the most realistic way to influence the improvement of
Armenia’s positions for this indicator is a reduction in the number of procedures and
deadlines for obtaining building permits.

Table 3
Indicators of "Dealing with construction permits" for Eastern Partnership
countries

Country

Dealing with
construction
permits (rank)

Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

161
89
22
29
165
35

Procedures
(number)

Time
(days)

21
242
19
98
16
115
11
63
28
276
10
76
Source: Doing Business, 2018
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Cost (% of
warehouse
value)

Building
quality
control
index (0-15)

6.8
0.9
0.7
0.3
1.6
3.1

12
8
13
7
12
8

According to the indicator “Getting electricity”, Armenia is in 66th position among 190
countries (Table 4). Despite the small number of procedures and the lowest cost in
comparison with the countries of the Eastern Partnership, the connection period in the
country is one of the longest (127 days). Thus, the settlement of bureaucratic issues related
to the reduction of the connection duration, as well as an increase in the “transparency” of
tariffs, would improve Armenia’s position in the attractiveness of doing business.

Table 4
Indicators of "Connecting to the power supply system" in the countries of the
Eastern Partnership
Time
(days)

Cost (% of
income per
capita)

Reliability of
supply and
transparency
of tariffs index
(0-8)

7

69

141.4

5

3
4

127
105

78.9
110

5
8

30

3

71

176.8

5

Moldova

80

6

87

721.4

7

Ukraine

128

5

281

525.2

6

Getting
electricity
(rank)

Procedures
(number)

Azerbaijan

102

Armenia
Belarus

66
25

Georgia

Country

Source: Doing Business, 2018

According to the indicator “Registration of property”, Armenia lags behind such
countries of the Eastern Partnership as Georgia and Moldova (Table 5), which is explained
by a large number of procedures and the time and cost for registration. Thus, the indicator
“Registration of property” reflects the need to regulate the existing procedures, terms, costs,
and improvement of the land management system.
Table 5
Indicators of "Registration of property" in the countries of the Eastern Partnership

Country

Azerbaijan

Registering
property
(rank)

Procedures
(number)

21

3

Time
(days)

5.5
62

Quality of
land
administration index (0–
30)
0.2
14.5
Continued on next page

Cost (% of
property
value)

Table 5 (Continued)

Country

Armenia
Belarus
Georgia
Moldova
Ukraine

Registering
property
(rank)
13
5
4
20
64

Time
(days)

Procedures
(number)

Cost (% of
property
value)

3
7
2
3
1
1
5
5.5
7
17
Source: Doing Business, 2018

0.2
0.0
0.0
1.1
1.8

Quality of
land
administration index (0–
30)
21.5
23.5
21.5
22
14.5

The country's position for the indicator “Getting credit” (Table 6) is less attractive
compared to Georgia and Ukraine, which is explained by lower values of protection
indexes of credit operations and the credit information index in comparison with these
countries. Since the financial aspect is of great importance for the development of
entrepreneurship and can be a decisive factor in making decisions about opening a new
business, this indicator directly affects the attractiveness of the business environment in the
country.
Table 6
Indicators of “Getting credit” in the countries of the Eastern Partnership

Country

Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

Getting
credit
(rank)
122
42
90
12
42
29

Depth of
Credit
credit
bureau
informati
coverage
on index
(% of
(0–8)
adults)
2
6
37.5
6
8
0.0
3
7
72.2
9
8
0.0
8
6
0.0
8
7
0.0
Source: Doing Business, 2018
Strength of
legal rights
index (0–12)

Credit
registry
coverage (%
of adults)
0
77.2
0
95.7
13.6
47.3

The existence of problems in the protection of minority shareholders is evidenced by the
average values of the conflict of interest indices and shareholder management (5.3 and 6.3
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points out of 10, respectively), which are lower in Armenia than in other Eastern
Partnership countries (Table 7). Therefore, the implementation of mechanisms to improve
the security of minority shareholders should be a priority to increase the attractiveness of
business.
Table 7
Indicators of “Protecting minority investors” in Eastern Partnership countries
Country
Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

Protecting
minority investors
Index of conflict of
(rank)
interests (0-10)
10
7.7
62
6.3
40
5.7
2
8
33
6.3
81
5
Source: Doing Business, 2018

Extent of corporate
transparency index
(0–10)
7.3
5.3
7.3
8.3
7
6

According to the indicators reflecting the situation in the tax sphere, Armenia is
significantly inferior in the rating to other Eastern Partnership countries (Table 8). Thus,
Armenia has the worst indicators among the countries studied by the number of payments
per year, the time required to comply with tax laws, and the index of procedures after filing
reports and paying taxes. In this regard, reducing the tax burden and the time required for
passing the profit tax and VAT audit would improve the position of Armenia in the ranking
of favourable business conditions.
Table 8
Indicators of “Paying taxes” for Eastern Partnership countries
Country

Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

Paying
taxes
(rank)
35
87
96
22
32
43

Time
Total tax and
(hours
contribution
per
rate (% of
year)
profit)
6
195
39.8
14
313
18.5
7
184
52.9
5
269
16.4
10
181
40.5
5
327.5
37.8
Source: Doing Business, 2018
Payments
(number
per year)

64

Post-filing
index
(0–100)
83.79
49.08
50
85.89
90.79
85.95

Armenia occupies relatively low positions in the “Trading across borders” indicator both in
the world ranking and in comparison with the countries of the Eastern Partnership (Table
9). Despite the low rates of time spent on paperwork for export-import operations, the cost
of paperwork for exporting products is quite high at $150 (Georgia $35, Moldova $44) and
the time for border and customs control in the implementation of export-import products is
one of the highest of the Eastern Partnership countries (39 hours for export and 41 hours
for import). Thus, almost all sub-indicators of the “Trading across borders” indicator show
that there are difficulties in the implementation of export-import operations, which requires
significant adjustments in the procedures and implementation of trade policy in order to
increase the attractiveness of international business activities.

Table 9

Documentary compliance of
import (hours)

Documentary compliance of
import (US$)

214
33
300
30
100
2
150
41
108
4
140
1
383
2
35
15
76
48
44
4
75
96
292
72
Source: Doing Business, 2018

Border compliance of import
(US$)

Border compliance of import
(hours)

29
39
5
48
3
26

Documentary compliance of
export (US$)

83
52
30
62
35
119

Documentary compliance of
export (hours)

Border compliance of export
(hours)

Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

Border compliance of export
(US$)

Country

Trading across borders (rank)

Indicators of “Trading across borders” for Eastern Partnership countries

300
100
0
396
83
100

38
2
4
2
2
168

200
100
0
189
41
212

In the rating of the Eastern Partnership countries by the “Enforcing contracts” indicator,
Armenia is inferior to neighbouring Georgia, Azerbaijan and Belarus (Table 10). The time
for the execution of contracts in the Republic of Armenia is 570 days, which is almost two
times more than in the indicated countries, and the quality index of the court system is 9.5
(out of 18 possible). Changing the approaches to the execution of contracts, bringing the
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main sub-indicators characterizing this indicator to the level of the leading countries in the
ranking, would help improve business conditions in Armenia.

Table 10
Indicators of “Enforcing contracts” for Eastern Partnership countries

Country
Azerbaijan
Armenia
Belarus
Georgia
Moldova
Ukraine

Enforcing
contracts
(rank)
38
47
24
7
62
82

Cost (% of
claim)

Time (days)

277
18.5
570
16.0
275
23.4
285
25.0
585
28.6
378
46.3
Source: Doing Business, 2018

Quality of
judicial
processes index
(0–18)
6.5
9.5
9
12.5
9.5
9

Among all the indicators that form the overall rating of favourable conditions for doing
business, Armenia occupies the lowest position (97th place in the ranking) according to
indicators characterizing the procedures related to the resolution of insolvency (Table 11).
Against the background of the considerable time required to repay funds in Armenia, the
debt repayment ratio for creditors with secured obligations is low and amounts to 36.4
cents per dollar, which indicates a rather low efficiency of insolvency proceedings. The
efficiency index of the regulatory framework in Armenia (7.5) is the lowest in comparison
with other Eastern Partnership countries, which certainly does not contribute to the
attractiveness and improvement of the business climate in the country. Thus, the current
97th position of Armenia for this indicator necessitates significant efforts to remedy the
situation, since such a low value of the rating indicator greatly affects the overall image of
the country and the degree of favourable environment for creating a business.
Table 11
Indicators of “Resolving insolvency” in the countries of the Eastern Partnership

Country

Resolving
insolvency
(rank)

Azerbaijan

47

Recovery
rate (cents
on the
dollar)
40.2
66

Time
(years)

Cost
(% of
estate)

1.5

12.0

Strength of
insolvency
framework index
(0–16)
13
Continued on next page

Table 11 (Continued)

Country
Armenia
Belarus
Georgia
Moldova
Ukraine

Resolving
insolvency
(rank)
97
68
57
65
149

Recovery
Cost
rate (cents
Time
(% of
on the
(years)
estate)
dollar)
36.4
1.9
11.0
37.2
1.5
17.0
39.4
2.0
10.0
28.0
2.8
15.0
8.9
2.9
40.5
Source: Doing Business, 2018

Strength of
insolvency
framework index
(0–16)
7.5
10
11
12
7.5

Thus, the indices considered indicate the presence of a number of factors that restrain and
limit the flexibility of the regulatory system applicable to doing business in Armenia and
also provide a more complete picture of the business environment in the country and
contribute to the identification of new areas for developing reform programmes.
On the other hand, understanding the patterns of formation of the entrepreneurial potential
of young people, identifying barriers to the development of their businesses, is the basis for
developing a strategy for the development of youth entrepreneurship in Armenia.

Identification of barriers to the development of youth entrepreneurship in
Armenia
In order to accomplish the task during the implementation of the project “Higher education
institutions for youth entrepreneurship” (the main idea of which is to activate youth
entrepreneurship in the Eastern Partnership countries), in 2018 a study of the attitude of
young people toward entrepreneurship and the conditions for its development was
conducted in the Republic of Armenia.
The survey results show that the percentage of young people who plan to open their own
business (or are interested in starting a business) significantly exceeds the percentage of
those who have already become entrepreneurs. Of the total number of respondents to the
question “Interest in becoming an entrepreneur”, 44% of young people indicated that they
are interested in starting their own business, 15.1% have thought about having their own
business, but are not confident in their abilities, 25.5% are interested in entrepreneurship,
6.2% already have a team, and 7.2% are already entrepreneurs.
The study concluded that the involvement of young people in entrepreneurial activities
takes place at the upper boundary of their age group, which is due to a number of reasons,
which further research was directed to identify.
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Based on the analysis of respondents' answers to questions related to motivation and
understanding of how to run their business (Figure 1), it was revealed that 67.7% of
respondents believe that self-reliance is a very important factor for starting a business.
Among the respondents, 57.6% of young women and men with secondary education give
greater importance to this factor.
Personal motivation for starting a business is considered a very important factor by 60.2%
of respondents, and only 5.2% of respondents do not attach importance to this factor.
56.6% of young people rather highly appreciated the ability to generate their own business
ideas, 55.6% clearly understand the importance of building their own business, and 88%
have higher education or are students. The ability to form a business team was highly
appreciated by 92.3% of respondents.

Abilityto
tomake
make a team
Ability
team

3.5

Awarenessofofhow
howto
todo
do business
business
Awarness

3.5

Ability to
with a business
Ability
tocome
creatup
a bussiness
idea

3.5

idea

2.5

Personal motivation
Personal motivation

3.6

Self -confidence
Self-confidence

0

0.5

1

1.5

2

2.5

3

3.5

4

Figure 1 Average ratings of respondents according to the “Motivation, awareness” scale (1
is a less important factor, 4 is the most important factor)
In the course of the online survey, it was revealed that the level of readiness of the young
generation to engage in entrepreneurial activity is influenced by factors related to the
availability of knowledge and entrepreneurial education (Fig. 2). In particular, 47% of
respondents in Armenia think that knowledge of the basics of business and an
understanding of creating a business idea is an important factor for starting and
successfully running their own business. The introduction of innovation and the formation
of a business model is considered an important prerequisite for a successful business by
88.7% of respondents.
The survey data show that 50% of respondents consider knowledge of sources,
accessibility and funding opportunities as the fundamental factor in starting their own
businesses, and 51.6% of respondents consider knowledge of taxes as well as tax and other
financial reports to be an important factor. 37% of young people consider themselves
armed with sufficient knowledge of tools to support new entrepreneurs, and 39% of
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respondents are fully aware of the importance of networking (83.2% of respondents
consider this factor to be important). Young people include lack of higher education as a
factor hindering the start of a new business (69% of respondents).

The value of higher education (bachelor /
master) in entrepreneurship

3.94

Knowledge / Investor Concept

3.27

Knowledge of the importance of networking

3.17

Knowledge / concept of support tools for new
entrepreneurs

3.14

Knowledge / concept of taxes and financial
statements

3.38

Knowledge / concept of sources of funding,
their availability and attraction

3.37

Knowledge of business registration

3.14

Knowledge of the business model

3.2

Knowledge / Innovation Concept

3.29

Knowledge / understanding of creating a
business idea

3.36

Knowledge / understanding of business
fundamentals

3.36

Avarage
score
Average

3.24
0

1

2

3

4

Figure 2 Respondents' average scores on the “Knowledge and Education” scale (1
is a less important factor, 4 is the most important factor)
The data obtained in the study on the basis of the survey of young people suggests that one
of the most important prerequisites for enhancing youth entrepreneurship is the availability
of funds (89.2% of respondents rated the significance of this factor highly). At the same
time, the presence of one’s own savings is important for 80% of respondents, and young
people do not consider financial support from family or friends as a potential possibility
for financing a business (Figure 3).
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Avarage score
Average

3.1

Tax rebates

3.38

Availability of financing of European and
other funds
Availability of state and regional funding
programs
Bank financing

2.97
3.1
3.09

Financing Venture Funds

2.86

Investor Finance (Business Angels)

3.16

Attraction and use of collective funding
(crowdfunding)
Financial assistance from friends and family

2.97
2.79

Personal savings

3.31

Availability of financing in general for starting
a business

3.34
0

0.5

1

1.5

2

2.5

3

3.5

Figure 3 Average scores on the scale “Finance” (1 is a less important factor, 4 is
the most important factor)
The survey data allow us to conclude that young people consider the following as sources
of financing for entrepreneurship: the use of crowdfunding (76%), attracting investors
(business angels) (41.7% of respondents), and venture funds and credit resources (32.6%
and 33.8% of the surveyed youth, respectively).
79.6% of the respondents consider state funds as an alternative source of financing for
business, 34% of young people in Armenia consider the access to European and other
funds to support youth entrepreneurial projects important, and only 3.5% of respondents do
not consider such funds as a source at all. Among young people who plan to open their
own business, 87.3% count on tax breaks.
The inclusion of young people in entrepreneurship and the enhancement of their potential
can be facilitated by support at various levels.
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In the implementation of youth business initiatives, family support is often crucial and can
be a serious guarantee of business success. 77% of respondents consider this factor
important for the realization of their own undertakings (Figure 4). The presence of
entrepreneurs in the immediate environment, including among relatives and friends, and
support from the team are among the significant motivations for creating their own
business for 89% of respondents.

Average
Avaragescore
score

3.07

Reduced bureaucratic burden

3.09
3.26

Experience sharing events
Courses, seminars, entrepreneurship training

3.11

Other state support tools

3.12

Support of the state (regional) business
incubator

2.94
2.9

Support for university business incubators

2.65

School (university) support

3.24

Other experienced entrepreneurs

3.16

Business Angels
Career counseling

3.04

Support friends and colleagues

3.07
3.34

Support from your team

3.01

Support from my family
0

0.5

1

1.5

2

2.5

3

3.5

Figure 4 Average scores on the “Support” scale (1 is a less important factor, 4 is the most
important factor)
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These studies indicate that 41% of young people surveyed in Armenia would like to
receive support from experienced investors and other successful entrepreneurs, while the
percentage of young people who underestimate or ignore the support of schools and
university business incubators is quite high: 43.7% and 32.4% respectively. 27.3% and
18.7% of respondents, respectively, do not give importance to the support of state business
incubators as well as other instruments of state support at all.
According to respondents, quite effective methods of attracting them to business are
organizing training seminars and courses (37.6%) and conducting activities on youth
entrepreneurship in order to exchange experience (44%). These factors are considered
quite important by 78.6% and 83.9% of respondents, respectively, and 21.4% and 16.1%,
respectively, underestimate these factors.
According to the study, the main barriers that prevent starting a business are considered by
young people to be the following: lack of start-up capital; lack of courage to take the first
step; lack of knowledge and lack of experience; and lack of a business idea and business
plan (Figure 5).

3.12

Average
Avarage score

3.1

Availability of technical base

3.23

Connections

3.47

Courage (first step)
2.96

Lack of support

3.29

No idea

3.45

Finance

3.26

Knowledge
2.96

Experience
2.35

Age
0

0.5

1

1.5

2

2.5

3

3.5

Figure 5 Average scores on the scale “What prevents you from starting a business?” (1 is a
less important factor, 4 is the most important factor)

Lack of start-up capital and the ability to attract sources of financing their own business,
according to 90% of the surveyed Armenian youth, is one of the main barriers for the
development of entrepreneurship.
Survey data among potential entrepreneurs show that 89% of the surveyed Armenian youth
consider lack of courage to take the first step as one of the main constraints of youth
involvement in entrepreneurship.
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Despite the fact that 60% of young people in Armenia do not characterize age as a factor
hindering entrepreneurial activity, 85.6% of respondents believe that lack of experience
and lack of knowledge are serious obstacles for entrepreneurship. It is characteristic that
lack of experience is not perceived as a barrier to starting a business by 25.9% of young
people, while lack of knowledge is only perceived as a barrier by 14.4% of respondents.
Lack of a business idea is a key obstacle to starting entrepreneurship according to 48.9% of
Armenian youth, and for 35.3% this is a rather important obstacle, while only 15.8%
believe that this factor is not a barrier to starting their own business.
In addition, young people think that lack of connections (83.4% of respondents),
underdevelopment or lack of a material and technical base (78.9% of respondents), and
lack of awareness or inefficiency of business support programmes (73.1% respondents) are
factors constraining opening a business.

CONCLUSIONS
Based on the analysis of the business environment’s degree of favourableness for the
development of youth entrepreneurship in the Republic of Armenia in comparison with
other Eastern Partnership countries, and through identifying the barriers and difficulties
that Armenian youth face in translating creative ideas into real business, the following
conclusions can be made:
1. Armenia, according to the rating of favourable business conditions, has lost its
position in comparison with the previous year and occupies 47th place in the
overall ranking. In terms of individual indicators, Armenia shows a lag among the
countries of the Eastern Partnership for the criteria of “obtaining building
permits”, “protecting minority investors”, “taxation”, and “insolvency resolution”.
2. The most effective tools for influencing the improvement of Armenia’s positions
for these indicators are: a reduction in the number of procedures and deadlines for
obtaining building permits; implementation of mechanisms to improve the security
of minority shareholders; reduction of the tax burden, reduction of time required
for passing an income tax and VAT audit; reduction of time required to recover
funds, improving the efficiency of insolvency proceedings.
3. The study indicates the presence of a number of factors that restrain and limit the
flexibility of the regulatory system applicable to doing business in Armenia and
also provides a more complete picture of the business environment in the country,
contributing to the identification of new areas for developing reform programmes.
4. On the basis of the research conducted on the attitude of young people towards
entrepreneurship and the conditions for its development in the Republic of
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Armenia, it has been established that the main barriers hindering the development
of youth entrepreneurship are as follows: lack of (limited) start-up capital; lack of
courage to take the first step; lack of knowledge and lack of experience; lack of a
business idea and business plan. In addition, Armenian youth consider lack of
connections, underdevelopment or lack of a material and technical base, and lack
of awareness or ineffectiveness of business support programmes as factors
hindering the opening of a business.
Although the study is limited to one country, this limitation can be overcome in the process
of further research and comparison of the results obtained with analogous results of
research in the Eastern Partnership countries.
Taking into account the importance of enhancing the entrepreneurial potential of young
people for the socio-economic development of the country, reduction of unemployment
and integration of young people into the labour market as well as an understanding of the
factors influencing entrepreneurial activities can contribute to the development of the
youth policy of the Republic of Armenia.
The study demonstrates the necessity to further examine the influence of society, social
capital, and business education on the formation and implementation of entrepreneurial
intentions of young people.
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ABSTRACT
Purpose. The purpose of this research work is to identify the reasons for youth
entrepreneurship’s low level and the factors which suppress the development of
entrepreneurial activities of young people, as well as to substantiate recommendations for
activation of youth potential in Ukraine.
Methodology. The authors use the empirical method of quantitative research, namely an
online survey; the methods of generalization and systematization, grouping, comparative
analysis, statistical analysis and results interpretation were used for processing and
analyzing the data of the empirical method. The form developed for the survey of young
people (aged 13-35) includes 7 sets of questions which characterize the respondents’
profile, as well as groups of factors which influence the implementation of entrepreneurial
activities and recommendations of respondents for improving the situation.
Findings. Conclusions about Ukrainian youth who are open to innovations and have a
desire to realize their creative potential in business were made in the process of the
research. Young people see the main problems of youth entrepreneurship development in
lack of state support, administrative pressure, financing difficulties, insufficient education
and lack of experience.

3 The publication was prepared in the framework of the ERASMUS+ project “Higher Education Institutions
for Youth Entrepreneurship” (No. 589942-EPP-1-2017-1-UA-EPPKA2-CBY-EP-PE).
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Value. The research paper identifies problems which suppress the development of youth
entrepreneurship and also presents methods of development and support measures of youth
entrepreneurship in Ukraine. The results of the study can form the basis for the
development of policy on support and activation of youth entrepreneurship in Ukraine.
Keywords: youth; youth employment, entrepreneurial activity.

INTRODUCTION
The decline in youth employment is a burning social and economic problem in countries
with a transition economy, including Ukraine, where the unemployment rate, according to
the State Statistics Service of Ukraine (Ukraine in figures 2017, 2018), is 13.3%. This
figure is 1.5-2 times higher than the unemployment rate in Ukraine as a whole.
Unemployed status has more injurious consequences for the young population of Ukraine
compared to the EU states, because their parents have less opportunity to support their
children financially.
One of the ways of solving the problem of employment increasing among young people is
the activation of youth entrepreneurship. Youth entrepreneurship is a driver in solving the
problems of youth and social and economic state problems; this necessitates the expansion
of its potential. Activation of entrepreneurial potential of young people increases the
chances of successful self-realization in the workplace, which affects not only one’s
lifestyle, but provides economic and social benefits to all of society.
At the same time, the proportion of entrepreneurs among the working youth of Ukraine is
only 10.5%. 8.0% are self-employed people and 2.5% are employers. The majority of
Ukrainian youth is employed by hiring (84.9%), indicating the low level of their
entrepreneurial activity (Youth of Ukraine – 2017, 2017). This situation hasn’t changed
since 2002.
The lack of constant positive dynamics in the number of young entrepreneurs in Ukraine
indicates the presence of problems which suppress the development of youth
entrepreneurship; this requires the formation and implementation of adequate and effective
measures for its support and promotion.
Despite the problems, Ukrainian youth have the desire and potential to create their own
businesses. This is indicated by the study “Youth of Ukraine – 2017”: the profession of an
entrepreneur heads the top 5 most attractive professional activities of young people with
45.2% of respondents. Almost a third of young people (31.9%) want to become
entrepreneurs and open their own businesses, and 10.4% of respondents plan to do this
soon (Youth of Ukraine – 2017, 2017).
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This index correlates with the findings of international observers of the Europe Council
that 41% of Ukrainian young people want to become entrepreneurs, but they note such
obstacles as lack of starting support (primary financial support) or social and economic
difficulties and high tax rates (Youth policy in Ukraine, 2013). This means that the
potential of Ukrainian youth for entrepreneurial activities would be very significant given
adequate social, organizational, economic and political support.
The purpose of this research work is to identify the reasons for youth entrepreneurship’s
low level and the factors which suppress the development of entrepreneurial activities of
young people, as well as to substantiate recommendations for activation of youth potential
in Ukraine.
The authors set the following tasks to achieve the objectives of the study:


identification of factors which impede the implementation of entrepreneurial
activities of young people on the basis of an online survey (questionnaire)



development of recommendations aimed at supporting youth entrepreneurship and
activation of its potential.

LITERATURE REVIEW
Entrepreneurship theory is the research basis for scientists worldwide; this is proved by the
presence of a significant number of research papers and journals about this subject
(Entrepreneurship: Theory and Practice; Journal of Business Venturing; Journal of
Business Research; Journal of Small Business and Entrepreneurship; Entrepreneurship and
Regional Development; Journal of World Business, etc.).
This theory originates in the work of Richard Cantillon, who first used the term
“entrepreneur” (Cantillon, 1931), and it is reflected in the fundamental works of the
economists A. Smith (Smith, 2015), D. Ricardo (Sraffa, 2005), J. Clark (Clark, 1908), J. B.
Say (Say, 2006), J. Schumpeter (Schumpeter, 2008), F. Knight (Knight, 2002), T. Veblen
(Veblen, 1899) and others.
The concept “entrepreneurship” is used with various meanings in modern literature (Hébert
and Link, 1989; Sarasvathy, 2004; Longenecker et al., 2005; Carlsson et al., 2013; Hoppe,
2016). Despite the existence in economics of various areas of entrepreneurship research, it
is the innovative concept of Joseph Schumpeter which forms the understanding of
entrepreneurship as a driving force for the development of society. J. Schumpeter called
the entrepreneur “the main phenomenon” of economic development (Schumpeter, 2008).
Studies of entrepreneurial activity’s effect on the change in the rate of social and economic
development are one of the priority research areas worldwide. The direct relationship
between the growth of entrepreneurial activity and economic growth rates was
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convincingly proved on the basis of empirical research performed by D. Audretsch and R.
Thurik (Audretsch and Thurik, 2002). The study, which was commissioned by the
Organisation for Economic Co-operation and Development, makes it possible to establish
that in countries where there is a higher rate of entrepreneurship development, lower levels
of unemployment can be traced.
In their study, S. Ceptureanu and E. Ceptureanu (Ceptureanu et al., 2015) research the
difficulties young entrepreneurs face throughout the European Union, in particular
unemployment among young people. The authors prove that it is possible to obtain many
potential benefits, including direct and indirect job creation as well as human capital and
new skills development by creating a more favourable business environment in Europe,
helping young people transform their creative ideas into successful business plans and
eliminating barriers to entrepreneurship.
F. Chigunta focuses on the growing recognition of youth entrepreneurship as a source of
job creation, enhancement of rights and possibilities and economic dynamism in the
rapidly globalizing world (Chigunta, 2002). In his research, the author emphasizes the
potential benefits of youth entrepreneurship as a viable career option and highlights the
obstacles which stand in the way of its development.
U. Schoof (Schoof, 2006) attempts to provide a clearer and more complete picture of youth
entrepreneurship in general and discusses a number of key constraints which prevent
young people in different countries from starting successful businesses: non-acceptance,
age discrimination, lack of family support, a high level of uncertainty avoidance, fear of
failure, negative perceptions of entrepreneurship, lack of entrepreneurial education, the
wrong curriculum or teaching methods, lack of properly trained teachers, and lack of
communication with business; lack of personal savings and resources, securities and debt
credibility; complex procedures of crediting or financial documentation with long decision
waiting periods; lack of (successful) micro-crediting or funding and initial funding; lack of
knowledge about financing opportunities. The author notes the presence of clear signs of a
significant level of hidden entrepreneurship and entrepreneurial potential of young people
in individual countries.
Authors who conduct research on youth entrepreneurship development (Geldhof et al.,
2014) emphasize that the number of people engaged in entrepreneurial activities is still
low. At the same time, the results of the analysis make it possible to conclude that the
skills of self-regulation, tolerance to financial risks, and innovative orientation are most
important for promoting entrepreneurial intentions among young people.
X. Wang and others (Wang et al., 2018) emphasize the influence of family and individual
competence on youth entrepreneurship success. The authors prove that individual
competence is the most important factor affecting the willingness of young people to start
businesses. The ability to collaborate and interpersonal and parenting skills should also be
considered as important success factors for youth entrepreneurship.
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L. Edelman and others (Edelman et al., 2018) research the influence of family support on
the development of youth entrepreneurship, in particular, such types of instrumental family
support as financial and social capital. The results show that family social capital is
positively associated with the scale of youth entrepreneurship, and family financial capital
is negatively associated with its scale, while at the same time, family cohesion increases
the influence of family social capital on youth entrepreneurship.
A number of authors focus on the effect of universities on youth entrepreneurship
development (Doroshenko and Eroshenko, 2018; Bezerra et al., 2017). These studies prove
the necessity for universities to attract partners for the development of youth
entrepreneurial initiatives.
A.I. Shittu (Shittu, 2017) researches the relations of entrepreneurship mentoring from
youth’s point of view. The author proves that entrepreneurship mentoring can influence the
entrepreneurial intentions of young people. The results show that mentoring relations are
useful for youth entrepreneurship development, whether they are formal or informal.
A. Nguyen and others (Nguyen et al., 2019) substantiate that, in order to encourage
youth’s interest in entrepreneurship, it is vitally important to provide innovative
educational support and business competitions at school, as well as develop youth-oriented
entrepreneurship policy which helps young people to obtain access to sufficient resources
for starting a business.
Z. Brixiová and others (Brixiová et al., 2015) research the effect of skills on youth
entrepreneurship; they argue that lack of entrepreneurial skills reduces the search
efficiency of potential young entrepreneurs and the number of youth startups. The authors
prove that training support is more effective for stimulating productive startups than
subsidies for young entrepreneurs who are faced with the high costs of finding business
opportunities. The necessity for interventions which are aimed at young people increases in
societies with a high level of youth unemployment.
Thus, several key areas which stimulate youth entrepreneurship activation can be identified
in researching the problems of youth entrepreneurship development; these are personal
motivation to start a business, obtaining necessary entrepreneurial knowledge and skills,
financial resource availability, and support from various institutions and family.

RESEARCH METHODOLOGY
Both general scientific (theoretical and empirical) and special methods of scientific
research were used in the study. Methods of analysis and synthesis as well as deduction
and induction were used in the questionnaire developed for substantiation of the set of
criteria and factors.
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The authors use official statistical data (State Statistics Service of Ukraine), as well as the
results of an all-Ukrainian sociological study of life priorities and values of modern
Ukrainian youth “Ukrainian Youth – 2017” (the sample is representative according to the
main social and demographic characteristics, deviations are standard under verified 99
percent, and the variable ratio is from 0.1 to 0.5, which comprises 1.73-2.88 percent) for
confirming (substantiating) the necessity of youth entrepreneurship activation in Ukraine
as a factor of increasing young people’s employment.
The authors use the empirical method of quantitative research to study the factors which
have the most effect on the realization of business activity in Ukraine, namely an online
survey; the methods of generalization and systematization, grouping, comparative analysis,
statistical analysis and results interpretation were used for processing and analyzing the
data. Preference is given for an online survey (as the method of conducting the study) due
to its advantages related to the breadth of geographic coverage and accessibility of
respondents, the possibility of processing information automatically and reducing the time
and costs of the study (compared to a paper version), youth’s preference for work in an
online format, and the possibility to avoid the subjectivity in the answers that arises during
direct communication with the interviewer.
The basis of the study is a questionnaire developed for conducting the survey of young
people (aged 13 to 35 years) about problems of youth entrepreneurship. The key areas
which were identified as the results of theoretical studies form the basis of the
questionnaire; their development stimulates activation of youth entrepreneurship.
The questionnaire consists of 7 modules, the first of which (introductory) involves the
definition of the profile of the respondent.
Young people were asked to assess statements which described 5 groups of factors on a
scale from 0 to 4 (where 0 means “I cannot assess, there is no information”; 1 means “very
insignificant factor”; and 4 means “very important factor”) for identifying the respondents’
opinions about the prerequisites for youth entrepreneurship development. The main groups
of factors included:
1. Motivation, awareness (this block included 6 statements about the motivation of
young people to start or develop their business).
2. Knowledge, education (the module contains 11 statements which make it possible
to establish the relationship between the presence of formal education, as well as
knowledge in the field of business activity, and the ability of young people to
successfully develop a business).
3. Finances (this block describes the financial aspects of doing business, the ability to
attract funding sources).

82

4. Support (the 13 statements of this block provide the opportunity to identify
problems and main directions, the development of which allows young people to
get support in their intentions to start and carry out entrepreneurial activity).
5. What prevents starting entrepreneurship? (the module contains 11 statements, on
the basis of the answers to which it is possible to identify the problems young
people face when trying to start a business).
The final part of the questionnaire contains an open-ended question which prompts
respondents to formulate recommendations for improving youth entrepreneurship in the
country.
The online questionnaire was distributed with the assistance of the Ministry of Education
of Ukraine and the departments for family and youth affairs of the regional, city and
district administrations to all organizations and institutions which work with young people.
The online survey was conducted on the Webropol platform in the period of 19.04.2018. to
15.06.2018 in the Ukrainian and Russian languages.
The authors determined that at a confidence level of 95% and confidence interval of 5, the
sample size (the number of respondents required for the survey) should be 1,536 people on
the basis of statistical information about the number of young people in Ukraine (Ukraine
in figures 2017, 2018) as well as using the Sample Size Calculator (Creative Research
Systems, 2018). According to the results of the online survey, it was established that the
total number of questionnaires suitable for analysis was 1845.

RESULTS
Respondents’ profile
In total, 1845 questionnaires suitable for analysis were obtained in Ukraine; this indicates
the representativeness of the study. Among the participants surveyed, 56% are women and
44% are men.
The age distribution of young people surveyed in Ukraine is as follows: 68% of
respondents are aged 13-19, 17% are aged 20-25, 11% are aged 26-35, and 4% are over 35.
41% of respondents have general education, 30% have completed secondary education,
and 29% have higher education.
27% of respondents live in large cities, 46% live in towns, and 27% live in rural areas.
Occupation: 43% of respondents are schoolchildren and 38% are students – among them
14% are employees, 7% are unemployed, 4% are entrepreneurs, and 5% are involved in
other activities (office employee, teacher, worker, homemaker, etc.).
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On the basis of the abovementioned, the authors believe that the target audience has been
reached and the respondents are a representative sample.
In answering the question “Interest in becoming an entrepreneur”, 25% of young people
indicate that they are interested in starting a business, 22% are thinking about a business,
but are not confident in their abilities, 18% are interested in entrepreneurship, and 11% do
not have an interest in entrepreneurship.

Module “Motivation, awareness”
Among all the factors of the “Motivation” module (Table 1), the “Self-confidence” factor
is considered by Ukrainian youth as the most significant with the rating 3.33. Young
people consider that “Understanding how to build one’s own business” (3.27) is an
important factor in the modern conditions of permanent instability of the development of
the economy in Ukraine. Increased competition in small and medium-sized businesses,
caused by low incomes and the solvency of the population, necessitates increased business
activity. In this regard, the market is actively filled with new goods and services, and
investors impose more stringent requirements when considering business plans, so the
factor “Ability to find one’s own business idea” is relevant (3.21). The youth of Ukraine
strives for economic independence, career growth, and realization of creative abilities and
does not see any particular problems in team creation; therefore, the factors “Personal
motivation to start a business” and “Ability to create a team” are the least significant (3.2)
and (3.1).

Table 1
Analysis of the Ukrainian youth questionnaires according to the module “Motivation,
awareness”
Factors

Value

Ability to create a team
3.09
Understanding how to build one’s own business
3.27
Ability to find one’s own business idea
3.21
Self-confidence
3.33
Personal motivation to start a business
3.20
Source: Authors' data (based on a survey of youth in Ukraine)

84

Module “Knowledge, Education”
The factor “Knowledge about sources of financing, their availability and attraction” (3.24)
was noted as the most significant in this module; a factor which has a high rating – “The
concept of taxes and financial reports” (3.17) – is associated with the financial aspect. The
top 5 important factors include “Understanding of the business basics” (3.18),
“Understanding of business idea creation” (3.17), and “The concept of investors” (3.05).
The factors assessed as the least important are “The concept of business registration” (3.0),
“The concept of support methods for new entrepreneurs” (2.98), “The concept of business
models” (2.94), and “business networking” (2.91). The survey data indicate such a
negative phenomenon as the low prestige of higher education (2.76), which shows the
relevance of reforming this sector in Ukraine as well as the necessity to increase the
competitiveness of business education in the educational market and its status in the
business environment (Table 2).

Table 2

Analysis of the Ukrainian youth questionnaires according to the module
“Knowledge, Education”
Factors
The importance of higher education (bachelor / master) in
entrepreneurship
The concept of investors
The concept of the importance of creating networks (networking)
The concept of support methods for new entrepreneurs
The concept of taxes and financial reports
Knowledge about sources of financing, their availability and attraction
The concept of business registration
The concept of business models
The concept of innovations
Understanding of business idea creation
Understanding of business basics
Source: Authors' data (based on a survey of youth in Ukraine)

Value
2.76
3.05
2.91
2.98
3.17
3.24
3.00
2.94
3.05
3.17
3.18

Module “Finances”
In economic research, it is axiomatic to assert that 90% of new companies are closed
during the first year of their existence. Lack of financing is a serious reason for problems at
the starting stage of entrepreneurship. The data in Table 3 show that such a factor as
“Availability of financing for starting a business” is assessed by Ukrainian youth as the
most significant (3.2). Also, the factors “Personal savings” (3.05), “Tax benefits” (3.02),
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and “Investor financing” (2.93) are significant. Factors which can be conventionally
attributed to institutional financing are also very important: “Accessibility of state and
regional financing programmes” (2.9), “Accessibility of financing from European and
other funds” (2.88), “Collective financing” (2.8). Ukrainian youth doesn’t have high hopes
for financial assistance in business from friends and family (2.77) due to the low living
standards of the country’s population. “Venture fund financing” is at the bottom of the
ranking (2.5). The analysis of the «Finance» module reflects the specific structure of the
respondents, in which the largest share falls on the younger age groups, which indirectly
indicates the lack of knowledge of the business fundamentals. 14.6% of the total number of
respondents indicate that they have no information about the “venture funds” factor or they
find it difficult to assess it, while 7% of respondents do not have information about
crowdfunding and around as many (7.1%) lack information about business angels.

Table 3
Analysis of the Ukrainian youth questionnaires according to the module
“Finances”
Factors

Value
Tax benefits
3.02
Accessibility of financing from European and other funds
2.88
Accessibility of state and regional financing programmes
2.9
Banking financing
2.77
Venture fund financing
2.5
Investor financing (business angels)
2.93
Attraction and use of collective funding (crowdfunding)
2.8
Financial assistance from friends and family
2.77
Personal savings
3.05
Availability of financing for starting a business
3.2
Source: Authors' data (based on a survey of youth in Ukraine)

Module “Support”
The main indices according to the distribution of factors of the “Support” module (Table 4)
show that young people need basic support to start their own business from the team (3.38)
and family (3.27). An important role is played by career guidance activities: 3.13 – the
necessity for exchange of experience activities (conferences, forums, business ideas
competitions), almost as many (3.12) – the necessity for courses, seminars, consultations
and trainings on doing business, 3.04 – career consultations. Young people highly assess
the support and experience of other entrepreneurs (3.2) and investors (business angels)
(3.09). The low importance of factors which characterize different types of state support
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for entrepreneurship – reduction of bureaucratic pressure (2.97), as well as such
instruments of state regulation as benefits, mentoring, etc. (2.96) and state-owned business
incubators (2.69) – indicates the low level of confidence among young people in their
effectiveness.
Support from educational institutions has a low rating among young people: university
business incubators – 2.66, other types of support for universities, schools – 2.53. This is
an indicator of the necessity to take urgent measures for activation and expansion in the
educational system of Ukraine of formal and non-formal training activities on the transfer
of knowledge about doing business, developing non-standard thinking in order to increase
the role of education as a key factor for employment and growth of entrepreneurial activity
of young people.

Table 4
Analysis of the Ukrainian youth questionnaires according to the module
“Support”
Factors
Reduction of bureaucratic pressure
Experience exchange activities (conferences, forums, contests, contact
exchanges)
Courses, seminars, training in the field of entrepreneurship
Other state support methods (benefits, mentoring, consultations, etc.)
Support of the state (regional) business incubator
Support of the university business incubator (consultations, mentoring,
business coaching)
Support from the school (university)
The support and experience of other experienced entrepreneurs
The support and experience of investors (business angels)
Career consultations
Support from friends and colleagues
Support from the team
Support from the family
Source: Authors' data (based on a survey of youth in Ukraine)

Value
2.97
3.13
3.12
2.96
2.69
2.66
2.53
3.2
3.09
3.04
3.18
3.38
3.27

Module “What prevents starting entrepreneurship”
This additional module researches the factors which may impede youth entrepreneurship.
Among these factors are age, lack of experience and knowledge, lack of support, lack of
courage, etc.
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The graphical presentation of analysis of the problems which stand in the way of
development of youth entrepreneurship in Ukraine (Table 5) shows that the main factors
which prevent starting entrepreneurship are lack of funding (3.39) immediately followed
by lack of knowledge (3.27). This is followed by factors which indicate the need to
strengthen not only comprehensive financial support for young people, but also
psychological and professional support with special knowledge: lack of courage (3.24) and
experience (3.03), lack of support (2.85). The results of this module conform with the
results of the previous modules. The low importance of the factors “Age” (2.38) and “Lack
of Ideas” (2.94) indicates that young people are full of creative entrepreneurial initiatives
and age doesn’t prevent them from competing in the labour market.

Table 5
Analysis of the Ukrainian youth questionnaires according to the module
“What prevents starting entrepreneurship”
Factors
Value
Availability of technical facilities
3.03
Contacts
3.00
Courage (the first step)
3.24
Lack of support
2.85
Lack of ideas
2.94
Finances
3.39
Knowledge
3.27
Experience
3.03
Age
2.38
Source: Authors' data (based on a survey of youth in Ukraine)

Module “Your recommendations for improving youth entrepreneurship”
Thematic content analysis was applied for the analysis of textual answers. The data contain
568 semantic units, which were divided into eight categories:
1. Motivation, awareness
2. Knowledge, education
3. Exchange of experience, examples of professionals
4. State and EU support
5. Information
6. Finances
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7. Help, support
8. Business incubators
The indices obtained according to the results of content analysis of textual responses of
young people to the question “Your recommendations for improving youth
entrepreneurship” are distributed as follows (Table 6).

Table 6
The results of the content analysis of the respondents’ answers to the question “Your
recommendations for improving youth entrepreneurship”
Factors

Number of units

Other categories
45
Business incubators
21
Support, help
82
Finances
206
Information
69
State and EU support
298
Exchange of experience, examples of professionals
231
Knowledge, education
276
Motivation, awareness
166
Source: Authors' data (based on a survey of youth in Ukraine)

As indicated during the quantitative analysis, three main problems put obstacles in the way
of young people starting entrepreneurial activities in Ukraine: lack of finances, education
and experience. In such a situation, only state support can facilitate the entry of young
entrepreneurs into the market. In this regard, the most common recommendation of young
people (20% of respondents) for improving youth entrepreneurship in Ukraine is the
necessity to provide and strengthen state support at the national, regional and municipal
levels.
The necessary types and forms of state support for youth entrepreneurship are as follows:
supporting the regulatory framework, the legislative protection of young entrepreneurs; a
stable economic course; the creation of centres for the development and assistance of
young entrepreneurs; support through state and regional programmes. There are also such
wishes as more grants from the EU, their availability, and simplicity of awarding. A
significant part of the wishes relates to reducing the tax and bureaucratic pressure: the
creation of various preferential conditions for doing business, reducing the tax burden;
facilitating the registration of an enterprise (in online mode); corruption elimination;
reduction of bureaucracy; business transparency.
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Knowledge, education (19.8%) and applied aspects of entrepreneurship – exchange of
experience, examples of professionals (16.6%) – are very important in the development of
youth entrepreneurship.
The proposals of young people are as follows: increasing the diversity and improving the
quality and creativity of educational programmes; development of entrepreneurial
education at all levels with use of such modern formats as seminars, trainings,
consultations; developing of online courses on youth entrepreneurship; developing
practical knowledge and skills through internships during studies; increasing practical
business cases in training programmes.
Propositions for exchange of experience are as follows: business camps, exchange of
experience according to interests abroad, creating a network for exchange of experience,
holding regular public meetings of young people in educational institutions with successful
domestic and foreign entrepreneurs, lectures and seminars with leading experts.
Finances are in fourth place (14.8%): state assistance to entry-level entrepreneurs by
providing a youth loan at low interest rates; financial encouragement, assistance in the
framework of contests, competitions; increasing investment sources.
Proposals to increase motivation and better awareness of the need and opportunity to
engage in entrepreneurship complete the top 5 most numerous recommendations of
Ukrainian youth for improving youth entrepreneurship (11.9%). In young people’s
opinion, the important things here are flexibility of approaches, innovative thinking,
conscious understanding of the processes, basic training and involvement of young people
in business from an early age.
Recommendations which indicate the need for comprehensive forms of support and
assistance from family and society, as well as technical support, are less common: this was
emphasized by 5.9% of respondents. 4.9% of respondents indicated the need for
information support as a method of improving youth entrepreneurship.
There is little mention of the business incubator aspect (1.5%) as a method of improving
youth entrepreneurship. However, this category of answers contains such rational
proposals as creation of a business incubator network with a single information base and
creation of business incubators not only in large cities, but also in towns and rural areas.

CONCLUSIONS
The authors made the following conclusions for realizing the goals of the research work on
the basis of determining the factors which have the most effect on the development of
young people’s entrepreneurial activity in Ukraine.
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1. Ukrainian young people consider that the most important factors for successfully
starting and developing a business are confidence, high personal motivation,
knowledge of the business conditions in the country and quality education. Young
people need diverse, modern, creative educational programmes and development
of entrepreneurial education with the use of modern formats (seminars, trainings,
consultations, online courses, business cases); development of practical knowledge
and skills through internships during studies.
2. The main prerequisites for successful entrepreneurship for young people are
knowledge of business fundamentals and successful entrepreneurial ideas.
Knowledge of the sources of financing, investors, and taxes, and understanding of
the business fundamentals are particularly important. This is followed by practical
knowledge about business registration, support tools for entrepreneurs and
business networking.
3. Ukrainian young people need comprehensive institutional, financial, and
psychological support. The most important support is from a team of likeminded
people and from family. Great importance is given to events for the exchange of
experience (conferences, forums, seminars, business idea competitions) as well as
courses, seminars, consultations and trainings on doing business. The development
of entrepreneurship, according to young people, is facilitated by the exchange of
experience: business camps, the exchange of experience on trips abroad, and
public meetings with successful entrepreneurs.
4. Among factors which impede young people in the implementation of
entrepreneurial initiatives, the most important are lack of funding (this answer
correlates with answers in the “Finance” module, where funding availability is
noted as the most important factor); lack of knowledge (this answer correlates with
the answers in the “Knowledge, education” module, where low assessment was
given to the importance of higher education in entrepreneurship); lack of courage
and experience; and lack of technical potential. Most of these problems can be
solved by raising the awareness level of young people about business
opportunities.
Qualitative analysis of young people’s recommendations on improving youth
entrepreneurship in Ukraine identified the necessity to expand and improve the
effectiveness of state support (this factor had a low rating according to the “Support”
module). A large proportion of proposals relates to improving education by increasing the
diversity, quality and creativity of educational programmes on entrepreneurial topics, use
of modern teaching techniques and increasing practical business cases in educational
programmes. Lack of experience was noted by young people as one of the most significant
issues. Young people propose developing such forms of experience exchange as business
camps, experience exchange on trips abroad, creating a network of experience sharing,
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holding regular public meetings of young people with successful domestic and foreign
entrepreneurs at educational institutions, and lectures and seminars with leading experts.
The following activities are proposed for improving the environment and development of
youth entrepreneurship in Ukraine on the basis of the results of the study.


improvement of the existing regulatory basis for creating a legal framework for
activities and support of young entrepreneurs, harmonization of domestic
legislation with international legislation



elaboration of a youth entrepreneurship development strategy, as well as
programmes for promoting youth entrepreneurship in Ukraine for providing
coordinated interaction of state authorities, local self-government, and other
interested parties in youth entrepreneurship development



improvement of the state financial policy in terms of supporting youth
entrepreneurship development, strengthening financial inclusion, and an
effective system of youth business crediting for providing clear, stable and
reliable financing conditions



introduction of entrepreneurial elements into the education system in all levels
and formats; improving the system of entrepreneurial education, increasing the
interest of educational institutions in participating in youth entrepreneurship
development



formation of information and advisory centres at the national and regional
levels to support young entrepreneurs



improvement of the forms and mechanisms of transfer of entrepreneurial
experience to young people for developing entrepreneurial activity



intensification of the partnership between the business and the educational
sector and creation of internship places for young people with the aim of
developing their entrepreneurial skills



popularizing and increasing the level of youth entrepreneurship
internationalization for integrating young entrepreneurs into the international
community

These trends require the development of systemic measures for Ukrainian youth’s potential
activation, and this could be the subject of further research.

92

REFERENCES
1.
2.

3.
4.
5.

6.
7.
8.
9.
10.

11.
12.

13.
14.
15.

16.
17.
18.
19.
20.
21.

Audretsch, D.B., Thurik, R. (2002), “Linking Entrepreneurship to Growth”, OECD Science,
Technology and Industry Working Papers, 2001/2.
Bezerra, É.D., Borges, C. and Andreassi, T. (2017), “Universities, local partnerships and the
promotion of youth entrepreneurship”, International Review of Education, Vol. 63, No. 5, pp.
703-724.
Brixiová, Z., Ncubeade, M. and Bicabaa, Z. (2015), “Skills and Youth Entrepreneurship in
Africa: Analysis with Evidence from Swaziland”, World Development, Vol. 67, pp. 11-26.
Cantillon, R., Higgs, H. and Jevons, W.S. (1931), Essai sur la nature du commerce en général:
Edited with an English translation and other material by Henry Higgs, Macmillan, London.
Carlsson, B., Braunerhjelm, P., McKelvey, M., Olofsson, C., Persson, L. and Ylinenpää, H.
(2013), “The evolving domain of entrepreneurship research”, Small Business Economics, Vol.
41, No. 4, pp. 913-930.
Ceptureanu, S.I., Ceptureanu, E.G. (2015), “Challenges and barriers of European young
entrepreneurs”, Management Research and Practice, Vol. 7, No. 3, pp. 34-58.
Chigunta, F. (2002), Youth Entrepreneurship: Meeting the Key Challenges, Oxford University,
London.
Clark, J.B. (1908), The distribution of wealth. A theory of wages, interest and profits,
Macmillan, London.
Creative Research Systems (2018), Sample size calculator, available at:
https://www.surveysystem.com/sscalc.htm (accessed 17 June 2018).
Doroshenko, S.V., Eroshenko, E.P. (2018), “University partnership system as a factor in the
development of youth entrepreneurship”, Economic and Social Changes: Facts, Trends,
Forecast, Vol. 11, No. 6, pp. 244-258.
Economic activity of the population of Ukraine in 2017, statistical publication (2018), State
Statistics Service of Ukraine, Kyiv.
Edelman, L., Manolova, T., Shirokova, G. and Tsukanova, T. (2018), “The impact of family
support on young entrepreneurs' start-up activities”, Journal of Business Venturing, Vol. 31,
No. 4, pp. 428-448.
Employment and unemployment, statistical publication (2018), State Statistics Service of
Ukraine, Kyiv.
Eurofound (2015), Youth entrepreneurship in Europe: Values, attitudes, policies, Publications
Office of the European Union, Luxembourg.
Geldhof, G.J., Porter, T., Weiner, M.B., Malin, H., Bronk, K.C., Agans, J.P., Mueller, M.,
Damon, W. and Lerner, R.M. (2014), “Fostering Youth Entrepreneurship: Preliminary
Findings from the Young Entrepreneurs Study”, Journal of Research on Adolescence, Vol. 24,
No. 3, pp. 431-446.
Hébert, R.F., Link, A.N. (1989), “In search of the meaning of entrepreneurship”, Small
Business Economics, Vol. 1, No. 1, pp. 39-49.
Hoppe, M. (2016), “The Entrepreneurship Concept: A Short Introduction”, Högre utbildning,
Vol. 6, No. 2, pp. 95-108.
Kirzner, I. (1973), Competition and Entrepreneurship, U. of Chicago Press, Chicago.
Knight, F.H. (2002), Risk, Uncertainty and Profit, Beard Books, Washington, D.C., pp. 224-5.
Longenecker, J.G., Moore, C.W. and Petty, J.W. (2005), Small Business Management: An
Entrepreneurial Emphasis, Thomson Learning.
Marshall, A. (1920), Principles of Economics (Revised ed.), Macmillan, London, reprinted by
Prometheus Books.

93

22. Nguyen, A.T., Do, T.H.H., Vu, T.B.T., Dang, K.A. and Nguyen, H.L. (2019), “Factors
affecting entrepreneurial intentions among youths in Vietnam”, Children and Youth Services
Review, Vol. 99, pp. 186-193.
23. Sarasvathy, S.D. (2004), “The questions we ask and the questions we care about:
reformulating some problems in entrepreneurship research”, Journal of Business Venturing,
Vol. 19, No. 5, pp. 707-717.
24. Say, J.-B. (2006), Traité d’économie politique, Economica, Paris (orig. ed. 1803-1841).
25. Schoof, U. (2006), “Stimulating youth entrepreneurship: barriers and incentives to enterprise
start-ups by young people”, ILO Working Papers, International Labour Organization, Geneva.
26. Schumpeter, J.A. (1934), The Theory of Economic Development. An Inquiry into Profits,
Capital, Credit, Interest, and the Business Cycle, Transaction Publishers, New Brunswick, NJ.
27. Shittu, A.I. (2017), “Promoting Youth Entrepreneurship: The Role of Mentoring”, Africa’s
Youth Employment Challenge: New Perspectives, Vol. 48, No. 3.
28. Smith, A. (2015), The Wealth of Nations: A Translation into Modern English, Industrial
Systems Research.
29. Sraffa, P. (Ed.) (2005), The Works and Correspondence of David Ricardo, Liberty Fund,
Indianapolis, 11 vols.
30. Ukraine in figures 2017, statistical publication (2018), State Statistics Service of Ukraine,
Kyiv.
31. Veblen, T. (1899), Theory of the Leisure Class, The Modern Library, New York.
32. Wang, X.X., Wang, C.H. and Chang, C.C. (2018), “The impacts on both family and personal
factors for youth entrepreneurship”, Journal of Discrete Mathematical Sciences and
Cryptography, Vol. 21, No. 6, pp. 1205-1209.
33. Youth of Ukraine – 2017. Results of sociological research (2017), Terno-graf LLC, Ternopil,
p. 72.
34. Youth policy in Ukraine – Conclusions of the Council of Europe International Review Team
(2013), Council of Europe Publishing House, p. 192.

94

Received: 30 April 2020
DOI: 10.32025/RIS18053

Institutional governance matters in the
context of social capital and
international entrepreneurial entry: A
multi-level perspective
MUHAMMAD UMER SHAHID
ABSTRACT
Purpose. The main aim of the present research is to come up with a better comprehension
of institutional governance factors impacting the relationship between social capital
possessed by entrepreneurial ventures and their ability to enter the international market.
Design/Methodology/Approach. The present study utilizes data on social capital and
internationalization collected from the Global Entrepreneurship Monitor (GEM) between
2002-2013 with 696,882 observations and covering 70 countries, emphasizing early-stage
entrepreneurs as explained by the TEA index (nascent and new) involved in considerable
international entrepreneurial entry. For statistical analysis, a multi-level modelling
approach is used to test the hypothesis with STATA.
Findings. Possession of strong social capital facilitates international entrepreneurial entry.
The overall aggregated impact of institutional governance on internationalization of new
ventures is negative, but the individual indicators of institutional governance moderate
positively between the relationship of social capital and internationalization.
Limitations/Implications. The study is based on the institutions of world governance
indicators that state the importance of institutions as means of exercising the authority in a
country, using a comprehensive sample size and multi-level modelling. Various other
institutional indicators remain for consideration that might affect international
entrepreneurial entry. For policymakers, the results show that the institutional governance
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indicators favourably correlate with international entrepreneurial entry when individuals
have strong social capital; therefore, policymakers should structure a safe governance
framework to facilitate the internationalization process for new ventures.
Originality/Value. The present research examines five dimensions of formal institutions –
voice and accountability, political stability, government effectiveness, regulatory control,
rule of law – in a single study within the context of social capital and international
entrepreneurship. By utilizing all five dimensions, the present research theoretically
explains and empirically observes the effect of individual-level social capital on
international entrepreneurial entry made by entrepreneurial ventures.
Keywords. Social Capital, Internationalization, International Entrepreneurship, Formal
Institutions, Institutional Governance

INTRODUCTION
Social capital is quite an essential element specifically for smaller firms and new ventures
due to the dilemma where most of the time these ventures face the liability of being new
(Aldrich and Auster, 1986; Stinchcombe, 1965) as well as small at their initial phase of
venturing (Hannan and Freeman, 1984). Therefore, social capital stands out as a very
essential foundation for acquiring legitimacy, resources and the amount of knowledge
required for new ventures (Prashantham, 2005). Most of the time these new ventures
possess inadequate financial and managerial resources for acquiring necessary knowledge
and build important relationships to expand into international markets (Chetty and
Campbell-Hunt, 2003). In a network of relationships, there is an important consideration
which prevails regarding social capital as a resource available to the set of individual
actors (Adler and Kwon, 2002) and that resource gives them a unique benefit when utilized
effectively. And its impact specifically in the context of new ventures has gained much
importance over the years. In the formation of a new venture and also during its growth
period, social capital has been addressed as a significant contributor in several ways and
specifically in terms of motivating nascent entrepreneurs in their early startup processes
(Davidsson and Honig, 2003) and also facilitating them in internationalizing their
operations (Coviello, 2006; Wright et al., 2007).
The social capital concept within the context of internationalization performance for
startups has been well documented by various scholars (Arenius, 2005; Jones and Coviello,
2005; Johanson and Vahlne, 2003, 2006; McNaughton and Bell, 1999; Oviatt and
McDougall, 2005b) who have highlighted a positive relationship between them. Due to
incremental usage of social capital in the research, mostly the concept is defined to explain
relationships between firms. Scholars have highlighted the prevailing uncertainty regarding
the logic of social capital and also its effects (Koka and Prescott, 2002). Therefore,
Bourdieu (1986), in light of this uncertainty, defined the social capital concept as “a
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cumulative measure of the actual or possible resources which are actually linked with the
control of a durable network of extra or fewer institutionalized associations of shared
acquaintances or recognition”; this definition accommodates the various aspects of social
capital in terms of its property of being within embedded resourcefulness and its
availability through and also being further derived from the relationship network of all
valuable resources.
For entering the international market, social capital can play varying roles while
highlighting the new ventures context (Agndal et al., 2008). Previously Crick and Jones
(2000) highlighted that the relationships allow ventures to expand internationally by
providing access to various resources, of which information regarding international market
entry is a key factor. On the one hand, presence of information serves as a key resource in
facilitating new ventures’ internationalization; on the other end, absence of it can create
hurdles for entering the international market (Leonidou, 2004). Further, there are various
other factors of social capital which highlight the phenomena of new ventures’
internationalization, such as provision of information regarding international business
practices, advice on product and distribution activities, and guidance regarding suitable
strategic actions required for further international development (Harris and Wheeler,
2005).
So, in order to flourish it is necessary for social capital to be embedded within and linked
with a country’s formal institutions (Hall, 1999; Stolle, 2002). Scholars have also argued
that social capital, rather than only existing in isolation, varies in accordance with changing
government rules, policies and the effect of political institutions, which further channels
the quantity and type of social capital. We advanced our institutional arguments on the
basis of a stream of research related to the perspective of economics utilized in the
institutional theory presented by North (1990) and on social capital theory, focusing on
explaining the part which political, social and economic structures contribute in order to
determine social and organizational behaviour. In the present study, these various
theoretical perspectives have been integrated and extended into a different domain, and
within the process, the study focused on theorizing a fundamental research question: How
do institutional governance framework indicators impact the relationship between
entrepreneurs’ social capital and international entrepreneurial entry?
Further, studies in the international entrepreneurship literature, specifically in the case of
emerging economies, have highlighted the limited knowledge regarding institutional
influence on internationalization strategies of new venture firms (Kiss et al., 2012);
therefore, the institutional-based view is an important theoretical basis which can be used
for discovering various opportunities and limitations associated with the growth of new
ventures (Szyliowicz and Galvin, 2010; Yamakawa et al., 2008; Yamakawa et al., 2011),
which is the objective of this study as well. To measure institutional governance, we used
five aspects derived from the World Governance Indicators provided by the World Bank
(Friedman, 2011). WGIs are multifaceted composite indicators which apprehend several
institutional constraints related to voice and accountability, political stability, government
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effectiveness, regulatory quality and rule of law. The literature also suggests that the
various indicators of world governance capture policies which are alternates of each other
as well.

LITERATURE
Social Capital and International Entrepreneurial Entry
Scholars have highlighted that social capital simplifies the process for entering new foreign
markets (Coviello and Munro, 1997; Oviatt and McDougal, 2005; Yli-Renko et al., 2002).
One of the fundamental elements recognized in the entrepreneurial process is the
entrepreneurial behaviour (Slevin and Covin, 1997) which is quite evident in venture
activities. Research suggests that in the beginning, when entrepreneurs perceive an
international opportunity, they are engaged in entrepreneurial behaviour (Oviatt and
McDougall, 1997; Zacharakis, 1997). Therefore, entry into the international market can be
considered as an act of an entrepreneur with measured outcomes and recognizable events
(Jones and Coviello, 2005). New venture entrepreneurs initiate, develop and over the
passage of time deepen their ties for the sake of entering the international market;
therefore, the process can be regarded as development of and an approach for acquiring
social capital (Johanson and Vahlne, 2006). For international entrepreneurial entry, social
capital is linked with the entrepreneur’s efficacy role, which further denotes it as useful for
new ventures in facilitating their internationalization process (Agndal et al., 2008; Chetty
and Agndal, 2007). For instance, Yli-Renko et al. (2002) suggest that interaction between
firms facilitates knowledge sharing, which further leads to exploring new opportunities in
the market, which enhances the efficacy of venture social capital.
Information asymmetries can be alleviated by social capital through embracing social
exchanges, value structures, trusts and ties (Liao and Welsch, 2005; Nahapiet and Ghoshal,
1988). Social capital in particular assists in acquiring novel and original information that
can facilitate entrepreneurs in discovering unique and favourable plans (Laursen et al.,
2012) which have the potential to assist in international entrepreneurial entry. Social
capital is created through the process of network interactions, and it displays essential
resources for new ventures, which includes both improving their ability to go international
and also influencing the strategic direction and organizational activities for their process of
internationalization. Social connections among individuals can be useful for various
purposes that might end up beneficial for the individuals involved in the network of
relationships (Adler and Kwon, 2002; Nahapiet and Ghoshal, 1998). In the context of
social capital, a frequently utilized definition in the literature states that “it is a sum of
actual and potential resources embedded within, available through, and derived from the
network of relationships possessed by an individual or social unit” (Nahapiet and Ghoshal,
1998). Due to the possession of dynamic nature, the social capital role varies over time
and, particularly while shaping the course of new ventures’ internationalization, the impact
98

of social capital is subjected to change as internationalization is not composed of a single
activity to be performed but is a complete process (Lu and Beamish, 2001; Wright et al.,
2007). As growth and decay of relationships are quite a natural phenomenon, a dynamic
strategy is needed to keep the relevant resources intact. At the same time, as new ventures
have very limited knowledge and resources to spend on international market research
(Chetty and Campbell-Hunt, 2003), they are forced to look for external parties proactively
for the resources needed in order to reduce uncertainty and get guidance about taking
effective decisions while entering international markets (Reid, 1984). Knowing someone
previously serves as a bridge (Adler and Kwon, 2002; Ellis and Pecotich, 2001) between
the venture and international market. In short, social capital is formed and maintained over
time by effectively participating in international and other related activities (Axelson and
Johanson, 1992). Building on this, we postulate that knowing someone internationally
facilitates entrepreneurs in acquiring relevant information required for international
entrepreneurial entry, and we hypothesize the following:
H1:

There is a positive relationship between social capital and international
entrepreneurial entry.

Institutional Governance
Voice and Accountability
Political Stability
Government Effectiveness
Regulatory Quality
Rule of Law

Figure 1 Research Model

Institutional Governance and International Entrepreneurial Entry
Despite the variation in the quantity and quality of new entrepreneurial activity (Bosma et
al., 2009; Reynolds et al., 2002), across countries not enough is known about the causes of
such a variance. The framework of institutional governance in emerging economies holds
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various challenges for entrepreneurs engaged in establishing new ventures or trying to
enter the international market. Setting the rules to structure social relationships is the
fundamental role of institutions in the economy (Hodgson, 2006; Knight, 1992) which
gives confidence to entrepreneurs and reduces the prevailing uncertainty in the
environment for doing business locally or internationally. But on the other hand, failure to
establish such friendly policies can push local entrepreneurs to take their businesses into
international markets. This study uses the definition of governance by Kaufmann et al.
(2007), which states that it is “the traditions and institutions by which authority in a
country is exercised. This includes the process by which governments are selected,
monitored and replaced; the capacity of the government to effectively formulate and
implement sound policies; and the respect of citizens and the state for the institutions that
govern economic and social interactions among them”. Brunetti and Weder (1998) also
emphasized the prevalence of a negative association in the context of institutional
uncertainty and investment. Research suggests that institutional animosity leaves a
negative impression on the internationalization of new ventures, and this negative
perception of institutional governance (i.e. negative perception of the judicial system, tax
legislations, political instability) in the home country will hinder internationalization,
forcing entrepreneurs to venture abroad (Tsukanova and Shirokova, 2012).
Entering the international market involves various risks, including social dissatisfaction,
political instability in the target market, exchange rate fluctuations, expropriation, language
differences, insufficient infrastructure, religion, norms and the legal systems. Generally
large firms with strong social capital successfully tackle these risks and manage to survive
but, on other hand, due to their limited social capital, entrepreneurial ventures face
difficulties especially in managing their operations in an international domain.
Research suggests that the governance structure of an institutional environment creates a
great amount of bureaucratic pressure on entrepreneurial ventures, which leads to greater
uncertainty and higher transaction and operational costs (Puffer et al., 2010). In such
situations, entrepreneurs are exposed to unclear and constantly changing rules and
regulations in the business environment (Aidis et al., 2008; Manolova and Yan, 2002).
Further, reforms in formal institutions mostly favour large-scale businesses since the
intension of the government is basically to attract foreign direct investment (Hegerty,
2009), yet this increased competition in the local market displaces small entrepreneurial
ventures which in turn, for their survival, move into new foreign markets by
internationalizing their operations in an environment that favours entrepreneurial ventures.
Building on this, we postulate that the constantly changing regulations specifically suitable
for large enterprises and uncertainty in institutional governance forces nascent
entrepreneurs towards internationalizing their operations; therefore, we hypothesize the
following:
H2a:

There is a negative relationship between voice and accountability and
international entrepreneurial entry.
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H2b:

There is a negative relationship between political stability and
international entrepreneurial entry.

H2c:

There is a negative relationship between government effectiveness and
international entrepreneurial entry.

H2d:

There is a negative relationship between regulatory quality and
international entrepreneurial entry.

Further, Levie and Autio (2011) suggested that it matters a lot the way regulations are
being enforced in a society. The prevalence of rules of law in a society determines the
potential for the safety of entrepreneurs’ property rights, which will push entrepreneurs to
explore more opportunities and vice versa. This exploration of entrepreneurial
opportunities subsequently gives rise to a positive learning loop (Foss and Foss, 2008).
Therefore, considering the positive response of rule of law, we postulate the following:
H2e: There is a positive relationship between rule of law and international
entrepreneurial entry.

Social capital, International Entrepreneurial Entry and Institutional
Governance
In previous research, various scholars (Andersen and Buvik, 2002; Ellis, 2000; Ellis and
Pecotich, 2001) have highlighted that the relative importance of social capital is higher
compared to other factors, especially when it comes to entering a foreign market. Also, the
social capital which shapes trust and cooperative networks is linked with viable institutions
(Dasgupta, 2000). The institutional framework perspective recognizes that the resources
and incentives provided by formal institutions shape human behaviour, and this preposition
has been considered in the extant literature (Bruton et al., 2010; Scott, 2005; Whitley,
1994), yet seldom tested empirically (Stephan et al., 2015). Our study used a multi-level
model for national-level institutional governance on individual-level international
entrepreneurial entry and proposed the main and moderating effects of formal institutions.
Previous research has highlighted that weakness in the single or multiple formal
institutional indicators might have slight effects (Batjargal et al., 2013; Tzeng et al., 2011).
Institutional weakness with regard to the confluence of several weak and inefficient formal
institutions is expected to form a hostile environment for new venture entrepreneurs. In
this type of complex environment, it is quite challenging to pursue international
entrepreneurial activity, since it leads to increased transaction costs and constrains access
to desired resources (Batjargal et al., 2013). In light of these issues, we suggest that weak
institutional governance will affect the association of entrepreneurs’ social capital and their
capacity to enter the international market.

101

After the formation of rules and regulations, their implementation in a society is a very
challenging task. Also, research suggests that it is difficult to enforce formal agreements in
the context of a weak institutional environment (Bachmann and Inkpen, 2011; Lai et al.,
2010). Barro (1997; 2000) highlighted that countries vary a great deal when it comes to
implementing laws and regulations, and this includes various dimensions contingent upon
specific operational and theoretical constructs (see for example Haggard and Tiede, 2011).
However, in the present study we deal with the following dimensions taken from World
Governance Indicators (WGIs): voice and accountability, political stability, government
effectiveness, regulatory quality and rule of law.
In the context of a weak institutional environment, it is quite important to develop trustbased social capital in order to secure access to information and knowledge required for
the success of new ventures (Batjargal, 2007a), since in the case of weak institutional
governance, it is difficult to access formal sources of information and knowledge given
that they are often unreliable and unavailable as well (Bachmann and Inkpen, 2011).
Therefore, in such situations, entrepreneurs face many challenges in pursuit of identifying
international growth opportunities, and it also becomes difficult to develop effective
business strategies (Batjargal, 2007a; Batjargal et al., 2013). So, in short, due to the
weakness in the mechanism of institutional governance, new venture entrepreneurs will
mostly try to benefit from readily available information and knowledge transfer connected
with collaborators within their social capital. Building on this, we postulate that weak
institutional governance indicators, i.e. voice and accountability, political stability,
government effectiveness, regulatory quality and rule of law, positively moderate the
overall relationship between social capital and international entrepreneurial entry;
therefore, we hypothesize the following:
H3a:

The relationship between social capital and international entrepreneurial
entry is positively moderated by voice and accountability.

H3b:

The relationship between social capital and international entrepreneurial
entry is positively moderated by political stability.

H3c:

The relationship between social capital and international entrepreneurial
entry is positively moderated by government effectiveness.

H3d:

The relationship between social capital and international entrepreneurial
entry is positively moderated by regulatory quality.

H3e:

The relationship between social capital and international entrepreneurial
entry is positively moderated by rule of law.
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METHODOLOGY
Multiple sources were used to obtain data for our research. In order to test the hypotheses,
a multi-level data set was considered, i.e. analysis of a data set at the individual level and
analysis of a data set at the country level. To observe the behaviour of an entrepreneur at
the individual level, i.e. social capital and international entrepreneurial entry, we obtained
data from the Global Entrepreneurship Monitor’s adult population survey (APS), which
provides data that is reliable, valid and rich (Reynolds et al., 2005), for conducting crosscountry research. The GEM provides extensive data in its adult population survey
regarding social capital and international entrepreneurial entry, and for our research, data
from 2002 to 2013 is used, which is also publicly available on the official website
(www.gemconsortium.org). The project of Global Entrepreneurship Monitor was started in
the late 1990s with a focus on collecting individual-level (APS) data from many countries
around the globe and is offered publicly every year (Bosma, 2013). Each country under
study is represented by a sample of at least 2000 respondents (aged 18 to 64 years) who are
contacted using various means, including via telephone and face-to-face interviews. Due to
the richness of the data, international entrepreneurship research relies heavily on GEM data
(Bowen and De Clercq, 2008; Elam and Terjesen, 2010; McMullen et al., 2008).
We focused on governance as our country-level variable, for which the information is
extracted from World Governance Indicators (WGIs), a project of the World Bank
(Djankov et al., 2002; Kaufmann et al., 2007; World Bank, 2004, 2007), for the same
years. We merged the individual-level data with the country-level data, which provided
696,882 observations and covered 70 countries from 2002 to 2013. Details of mean values
for each participating country are provided in Table 1.

Table 1
Sample Descriptives
COUNTRY

IEE

%IEE

VAC

POLS

GOVTEFCT

RGL

ROL

Algeria
Angola
Argentina
Australia
Austria
Bangladesh
Belgium
Bolivia
Botswana
Brazil
Canada

4882
2143
7563
5680
4937
1932
8861
4286
1001
20232
1241

2.07
16.61
2.92
4.15
5.39
0.47
2.63
6.44
11.99
1.04
0.00

-0.96
-1.1
0.27
1.45
1.43
-0.32
1.38
-0.06
0.5
0.46
1.53

-1.35
-0.3
-0.14
0.99
1.27
-1.39
0.9
-0.53
1.11
-0.05
1.14

-0.56
-1.08
-0.19
1.72
1.64
-0.76
1.73
-0.54
0.44
-0.12
1.95

-1.25
-1
-0.79
1.61
1.56
-0.8
1.29
-0.81
0.69
0.09
1.56

-0.8
-1.27
-0.66
1.74
1.86
-0.71
1.31
-1.04
0.66
-0.19
1.66
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Table 1 (Continued)
Chile
China
Colombia
Costa Rica
Czech Republic
Denmark
Dominican Republic
Ecuador
Egypt
Finland
France
Germany
Ghana
Greece
Guatemala
Hong Kong
Hungary
India
Indonesia
Iran
Ireland
Israel
Italy
Jamaica
Japan
Kazakhstan
Korea
Malaysia
Mexico
Netherlands
New Zealand
Nigeria
Norway
Pakistan
Panama
Peru
Philippines
Poland
Portugal
Romania
Russia
Saudi Arabia
Singapore
Slovakia
South Africa
Spain
Sweden
Switzerland
Syria
Taiwan

23499
11250
29820
2999
3292
15754
2708
6440
5556
11624
8254
29557
3371
10144
5052
2790
10884
4911
1578
10083
8253
6862
5784
4157
3689
1258
7775
7931
9169
11452
560
3547
9915
4741
5137
10380
1538
4966
3953
2687
11992
3077
7571
3541
11426
132329
6678
11007
1370
5095

8.84
2.58
10.94
4.00
7.23
1.97
9.49
4.35
3.11
2.60
2.27
3.58
5.13
4.20
0.81
3.98
2.71
2.48
4.75
1.91
4.80
3.13
1.88
8.28
1.17
3.02
3.90
2.27
2.21
3.62
14.82
10.91
4.21
3.25
3.08
7.92
3.38
5.16
4.55
5.06
0.36
3.31
6.52
7.91
3.88
2.14
2.41
3.54
3.58
3.42

1.06
-1.6
-0.13
1.05
0.96
1.62
0.14
-0.29
-1.03
1.56
1.17
1.38
0.45
0.86
-0.33
0.3
0.94
0.39
-0.14
-1.56
1.37
0.59
0.98
0.43
1.04
-1.13
0.69
-0.44
0.13
1.58
1.66
-0.73
1.63
-0.86
0.51
0.07
-0.09
1.05
1.06
0.4
-0.84
-1.75
-0.08
0.97
0.6
1.11
1.62
1.58
-1.64
0.82

0.57
-0.53
-1.47
0.65
1.06
1.06
-0.06
-0.65
-0.99
1.46
0.57
0.9
0.06
0.11
-0.85
0.92
0.81
-1.18
-1.4
-1.34
1.02
-1.34
0.47
-0.2
0.97
0.58
0.26
0.08
-0.65
1.07
1.21
-2
1.31
-2.72
-0.06
-0.89
-1.65
0.94
0.72
0.12
-0.89
-0.34
1.21
1.01
-0.09
-0.23
1.21
1.28
-0.49
0.89

1.23
0.04
-0.01
0.41
1
2.2
-0.64
-0.69
-0.49
2.17
1.46
1.61
-0.06
0.55
-0.7
1.63
0.75
-0.09
-0.34
-0.51
1.48
1.26
0.42
0.08
1.33
-0.56
1.14
1.07
0.23
1.85
1.74
-1.04
1.87
-0.79
0.19
-0.33
-0.06
0.61
1
-0.32
-0.41
-0.01
2.06
0.83
0.51
1
1.99
1.93
-0.59
1.16

1.47
-0.26
0.31
0.54
1.16
1.82
-0.21
-1.15
-0.27
1.77
1.15
1.54
0.12
0.72
-0.12
1.85
1.09
-0.37
-0.34
-1.55
1.7
1.12
0.89
0.26
0.88
-0.35
0.88
0.54
0.36
1.77
1.64
-0.7
1.45
-0.65
0.4
0.38
-0.15
0.9
0.72
0.53
-0.34
0.18
1.85
1.02
0.54
1.16
1.77
1.63
-0.95
1.16

1.3
-0.43
-0.35
0.48
0.93
1.95
-0.64
-1.2
-0.21
1.94
1.4
1.64
-0.05
0.66
-1.04
1.37
0.79
0.01
-0.73
-0.92
1.73
0.91
0.39
-0.46
1.26
-0.87
0.96
0.52
-0.56
1.78
1.85
-1.2
1.91
-0.86
-0.12
-0.67
-0.41
0.72
1.04
-0.04
-0.82
0.22
1.66
0.52
0.09
1.13
1.92
1.83
-0.49
1.03
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Table 1 (Continued)
Thailand
Tunisia
Turkey
UK
United Arab Emirates
United States
Uruguay
Venezuela
Zambia

9289
1234
9014
72189
6803
16931
7002
1577
2677

2.02
0.65
1.03
3.07
5.98
7.05
5.71
2.35
19.91

-0.36
-0.72
-0.14
1.35
-0.92
1.18
1.08
-0.94
-0.21

-0.98
-0.41
-0.9
0.47
0.93
0.4
0.84
-1.13
0.54

0.29
0.11
0.3
1.68
0.99
1.59
0.54
-1.14
-0.67

0.26
-0.12
0.33
1.77
0.55
1.47
0.37
-1.5
-0.45

-0.06
-0.01
0.07
1.7
0.44
1.57
0.62
-1.65
-0.45

IEE represents the total number of International entrepreneurial entry observations from each country;
IEE (%) shows the percentage of International entrepreneurial entry in each country;
VAC shows the aggregated score for Voice and Accountability; POLS explains the score for Political stability; Govtefct
explains the score for Government effectiveness; RGL explains the score for Regulatory quality; ROL explains the score for
Rule of Law;
Source: Adult Population Survey (APS) from Global Entrepreneurship Monitor (GEM) 2002–2013

Individual-level Dependent Variable: International Entrepreneurial Entry
Following Muralidharan and Pathak (2017), international entrepreneurial entry is used as a
dependent variable in the study where the early-stage entrepreneur is asked to estimate the
proportion of customers who live outside his/her country. GEM classifies entrepreneurs
into three broad categories: nascent entrepreneurs are those who are in the process of
attempting to start a business and have expectations for full or part-time ownership; new
entrepreneurs are owner-managers of start-ups who have paid wages for between 3 to 42
months; and established entrepreneurs are those who started businesses that have paid
wages for more than 42 months. We emphasize early-stage entrepreneurs as explained by
the TEA index (nascent and new) involved in substantial international exports. Explicitly,
we measured international entrepreneurial entry by the proportion of new businesses,
compared to the entire number of new businesses, that specified that at least 25% of their
customers were positioned overseas (Reynolds et al., 2005). And only those businesses
were selected where entrepreneurs have at least a minimum number of overseas customers.

Country-level Predictor Variable: Governance
The country-level formal institutional variable has been used in previous research by
Kaufmann et al. (2007, 2013). This study used data from the world governance indicator,
which is a combined measure of five indicators: a) Voice and accountability, b) Political
stability, c) Government effectiveness, d) Regulatory quality, e) Rule of law.
Voice and accountability is explained as the extent to which individuals in a country are
involved in various activities like selection of government or freedom of expression and
association.
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Political stability is defined as the likelihood that a government will be destabilized by any
unconstitutional means.
Government effectiveness is explained as the degree of independence for the public and
civil services from political pressures, autonomy in formulating and implementing policies,
and assurance of the commitment to those policy decisions.
Regulatory quality is the perception regarding the quality of formulating and implementing
policies favourable for the development of the private sector.
Rule of law is the perception of the degree to which individuals have confidence in the
rules of society, enforcement of property rights, the system of law enforcement courts and
agencies, and the control of violence and crime.

Individual-level Independent Variable: Social Capital
The individual-level data from the GEM adult population survey for social capital together
with international entrepreneurial entry was estimated and accordingly the countries were
also selected; further, a cross-sectional panel dataset was used in the study. Each
participating country in the GEM adult population survey interviews an arbitrarily selected
sample of individuals aged 18 to 64 years. In order to measure the variable social capital,
GEM asks entrepreneurs “Do you know someone personally who started a business in the
past 2 years?” (Global Entrepreneurship Research Association, 2013). In our sample,
696,882 entrepreneurs reported the presence of experienced individuals whom they know
personally from 70 different countries during the period of 2002 to 2013.

Control Variables:
A variety of control variables at both the individual and country level have been used in
the study which have been characterized in previous research as the main antecedents for
conducting multi-level research in the context of institutions and behaviour (Boudreaux et
al., 2019; Raza et al., 2018; Schott and Sedaghat, 2014). We included age, gender and
household income as our individual-level control variables; they have been used quite
extensively in cross-country entrepreneurship studies (Estrin et al., 2013; Lloyd-Reason
and Mughan, 2002; Van Stel et al., 2007). Age of the entrepreneur is used as a continuous
variable from 18 to 64 years old; Gender is used as a dichotomous variable, 1=male and
0=female; and Household Income is used in three categories: low average=1, average=2,
above average=3. In consideration to the literature regarding economic development level
of the country and various measures for entrepreneurial behaviour (Boudreaux et al.,
2019), at our country level we used GDP capita, GDP growth, population and population
growth as our control variables, taken from the World Bank data set.
106

RESULTS
The aim of the present study is to determine the effect of individual-level social capital on
international entrepreneurial entry of an individual entrepreneur and the interaction effect
through which formal institution indicators taken from WGIs at the country level moderate
the overall relationship at the individual level. Table 1 depicts sample descriptives for each
country that participated in this study. The correlation matrix in Table 2 depicts the score
for individual-level and country-level predictors and controls that are utilized in the study.
The regression results of our study are depicted in Table 3.
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N=696,882 observations

Country-level Variables

Individual-level Variables

Table 3 shows the random effect logistic regression models affecting the international
entrepreneurial entry of the new venture. A three-step strategy was adopted to test the
hypotheses. In the initial phase of the study, we included all control variables that are
associated with individual-level and country-level variables in order to evaluate the share
of explained variance. Proceeding to the second phase, all the predictors were added in
order to evaluate their influence on international entrepreneurial entry (as depicted in Table
3, Column 2). Finally, in the last step the interaction relationships of every institutional
(country-level) dimension were added (as depicted in Table 3, Columns 3 to 7).
Additionally, the interaction process was performed by multiplying the individual countrylevel institutional indicator with the individual-level social capital to produce five
interaction terms for international entrepreneurial entry.
Figures depicted in Table 3 (Columns 3 to 7) show the β coefficients of the mixed effects
of logistic regression, indicating that individuals with high social capital on average
(β>1.09) are more likely to enter the international market than those with low social
capital; this finding provides support to our individual-level Hypothesis 1, in such a way
that international entrepreneurial entry is positively associated with social capital
possessed by an entrepreneur. The study presents interesting findings by reporting the
direct impact of country-level institutional variables on international entrepreneurial entry,
which shows that indicators like voice and accountability (β= -0.03; p<0.1), political
stability (β= -0.18; p<0.001), government effectiveness (β= -0.07; p<0.1) and regulatory
quality (β= -0.78; p<0.001) have a negative relationship, while rule of law (β=1.14;
p<0.001) has a positive relationship, providing support for our hypothesis H2, A-E.
In order to investigate hypothesis H3, A-E, cross-level moderation effects between social
capital and institutional governance indicators were introduced (as depicted in Table 3,
Columns 3 to 7). Further, the result for the moderating role of the interaction between
social capital and the institutional governance, voice and accountability indicator (β=0.13;
p<0.01), political stability (β=0.11; p<0.01), government effectiveness (β=0.17; p<0.01),
regulatory quality (β=0.15; p<0.01) and rule of law (β=0.16; p<0.01) revealed positive and
significant relationships; thus, we find positive support for our remaining hypothesis, i.e.
H3, A-E.
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Table 3
Predicting Individual-level New Venture International Entrepreneurial Entry
1

2

3

4

5

6

7

-0.01***
(0.00)
-0.52***
(0.01)
0.29***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

-0.01***
(0.00)
-0.44***
(0.01)
0.22***
(0.01)

0.75***
(0.02)
0.07***
(0.01)
0.00+
(0.00)
0.06***
(0.01)

0.87***
(0.03)
0.11***
(0.02)
0.00*
(0.00)
0.07***
(0.01)

0.87***
(0.03)
0.11***
(0.02)
0.00*
(0.00)
0.07***
(0.01)

0.88***
(0.03)
0.11***
(0.02)
0.00+
(0.00)
0.07***
(0.01)

0.88***
(0.03)
0.11***
(0.02)
0.00+
(0.00)
0.07***
(0.01)

0.88***
(0.03)
0.11***
(0.02)
0.00+
(0.00)
0.07***
(0.01)

0.88***
(0.03)
0.11***
(0.02)
0.00*
(0.00)
0.07***
(0.01)

H1

1.09***
(0.01)

1.00***
(0.01)

1.10***
(0.01)

1.10***
(0.01)

1.09***
(0.01)

1.00***
(0.01)

H2A

-0.03+
(0.08)
-0.18***
(0.04)
-0.07+
(0.07)
-0.78***
(0.08)
1.14***
(0.11)

-0.12+
(0.08)
-0.17***
(0.04)
-0.07+
(0.07)
-0.78***
(0.08)
1.13***
(0.12)

-0.03+
(0.08)
-0.24***
(0.04)
-0.07+
(0.07)
-0.77***
(0.08)
1.13***
(0.11)

-0.03+
(0.08)
-0.17***
(0.04)
-0.18*
(0.07)
-0.77***
(0.08
1.12***
(0.12)

-0.03+
(0.08)
-0.17***
(0.04)
-0.07+
(0.07)
-0.87***
(0.08
1.13***
(0.12)

-0.03+
(0.08)
-0.17***
(0.04)
-0.07+
(0.07)
-0.78***
(0.08)
1.03***
(0.12)

Fixed Part
Estimates
Control
Variables
(Individual
level)
Age
Gender
Household
Income
Control
Variables
(Country
level)
GDP capita
GDP growth
Population
Population
growth
Main Effects
(Individual
level)
Social Capital
Main Effects
(Country
level)
Voice and
Accountability
Political
Stability
Government
Effectiveness
Regulatory
Quality
Rule of Law

H2B
H2C
H2D
H2E

Continued on next page
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Table 3 (Continued)
1
Fixed Part
Estimates
Cross-level
Interaction
Terms
Social
Capital X
Voice and
Accountabili
ty
Social
Capital X
Political
Stability
Social
Capital X
Government
Effectivenes
s
Social
Capital X
Regulatory
Quality
Social
Capital X
Rule of Law
Random
Part
Estimates
Number of
observations
Number of
groups
(countries)
Model Fit
Statistics
Degree of
freedom
(No. of
variables)
Chi-square
Prob >
Chi-square
Log
likelihood

2

H3
A

3

4

5

6

7

0.13***
(0.01)

H3
B

0.11***
(0.01)

H3
C

0.17***
(0.01)

H3
D

0.15***
(0.01)

H3
E

0.16***
(0.01)

696882

696882

696882

696882

696882

696882

696882

70

70

70

70

70

70

70

7

13

14

14

14

14

14

4866.13
***

11044.44
***

11124.30
***

11085.79
***

11161.78
***

11162.14
***

11173.11
***

105640.5
8
***

102175.6
8
***

102132.4
8
***

102135.7
8
***

102099.0
4
***

102116.4
2
***

102105.8
1
***

LR test for
goodness of
fit
Notes: Standard errors are reported in parentheses. Bold represents the hypothesis. All significance is reported
at two-tailed test, *** p < 0.001, ** p <0.01, *< p 0.05, + < p 0.1
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RECOMMENDATIONS AND FUTURE RESEARCH
1.

The present research focused on the positive dimensions of entrepreneurial social
capital as a resource; yet, at the same time, it may be a constraint as well and could be
expensive to acquire, especially for early-stage entrepreneurs. Therefore, research on
the negative aspects of entrepreneurial social capital is also required in order to
examine the impact of overreliance on these networks; as a rule, when someone
provides you with suitable resources in the form of advice or consultancy, or even
financially, it mostly comes at a cost.

2.

In the presence of a strong institutional environment, the present research considered
society’s few relevant formal institutional factors which influence individuals’
decision-making behaviour. But there are various other institutional factors that have
their importance as well, which can be considered for future studies in the institutional
context.

3.

The study has focused on formal institutions; there will be an interesting future
avenue to explore the impact of informal institutions as well, since these institutions
are the important components in shaping the behaviour of society.

CONCLUSIONS
The aim of this paper is to develop a theoretical model for social capital possessed by
entrepreneurs to achieve better international entry in the context of a hostile institutional
environment. While in a general context, entrepreneurs possessing strong social capital are
in a better position to get access to the required resources for entering the international
market, specifically in the context of weak institutional governance, they are able to benefit
from their social capital to achieve the desired outcome, in this case international
entrepreneurial entry.
1.

Even though the role of social capital in entrepreneurs’ decision-making process has
been explored previously and has been reported as being beneficial in overcoming
deficiencies in the formal environment (Ahlstrom and Bruton, 2010), previous
research lacks information on how social capital possessed by nascent entrepreneurs
can be beneficial for entering the international market in the context of a weak formal
institutional environment, which is what our study has empirically provided evidence
for, helping us to generalize our findings.

2.

Keeping in mind the significance of multi-level research in the field of
entrepreneurship, having an excessive reliance on economic institutions actually sets
the competition in the market and forces entrepreneurs to rely on their valuable
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tangible and intellectual resources (Kirzner, 1982; McMullen and Shepherd, 2006).
With the passage of time, the interest of scholars in the multi-level context is growing
and studies have started to explore the relationships among variables at different
levels of analysis (e.g. Autio et al., 2013). This research momentum has served as the
motivation for our study to conduct a multi-level empirical analysis and observe the
behaviour of country-level institutions on individual-level entrepreneurial behaviour.
3.

Finally, the study has implications for institutional agencies which will assist them in
minimizing transaction costs, reducing the perceived risk associated with the
internationalization of new ventures and providing support for entrepreneurs to step
into unknown international markets. Further, the study has used a GEM data set for its
analysis at the individual level and collects data for a specific time; therefore, it
cannot be generalized for a longer time frame, for which longitudinal research is a
better option.
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