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Abstract 

Purpose - The main objective of this paper is to analyse the influence of 

environmental factors on entrepreneurship at the countries level, using institutional 

economics as the theoretical framework for the research.  

Design/methodology/approach -National panel data (2009-2016 period) is from the 

Global Entrepreneurship Monitor (GEM), specifically from the National Expert 

Survey (NES) for environmental conditions and Adult Population Survey (APS) for 

environmental conditions and entrepreneurial activity. The data relating to the 

division of the countries according to the economic level is from World Bank. 

Findings -The main findings of the study indicate that both informal and formal 

factors influence TEA of any income level.  

Research limitations/implications - The research study was limited to the period of 

2009 and 2016 and hence hinders any further generalization and its application needs 

a careful interpretation of the data. 

Originality/value -The study provides a methodology to analyse the environmental 

factors for new firm creation at a national level, combining GEM data and 

institutional economics. 

Keywords:Environmental condition, Entrepreneurialism, Institutions; Economy 

JEL Classification System:L26 Entrepreneurship 

O17 Formal and Informal Sectors; Shadow Economy;Institutional Arrangements 
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Resumo 

Meta - O objetivo principal da presente tese é analisar a influência dos fatores 

ambientais no empreendedorismo a nível dos países, utilizando a economia 

institucional como o quadro teorético para o estudo. 

Metodologia - Estatísticas para o Painel Nacional (durante o período 2009-2016) 

derivam do Monitor Global do Empreendedorismo (GEM, na sigla inglesa), 

especialmente do Inquérito Nacional dos Especialistas para as condições ambientais e 

do Inquérito da População Adulta para as condições ambientais e atividades 

empreendedoras. As estatísticas, referentes à divisão dos países conforme o nível 

económico, são do Banco Mundial.  

Resultado - O resultado principal do presente estudo indica que tanto os fatores 

informais como os formais influenciam TEA do que seja o nível do rendimento. 

Restrição da Pesquisa - A pesquisa esteve sujeita ao período entre 2009 e 2016, pelo 

que impede uma generalização posterior e a sua aplicação necessita de uma 

interpretação acautelada das estatísticas. 

Originalidade/Valor - O presente estudo proporciona uma metodologia que serve 

para analisar os fatores ambientais na criação de uma nova empresa a nível nacional, 

juntando as estatísticas da GEM e a teoria económica institucional. 

Palavras-chave: Condições ambientais, Empreendedorismo, Instituições; Economia 

Sistema de Classificação JEL: L26 Empreendedorismo 

O17 Setores Fornais e Informais;  

EconomiaClandestina;  

Disposições Institucionais 
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1. Introduction 

Recently, most researchers and academicians have agreed that entrepreneurship 

process is an essential aspect in development of the economy and the wellbeing of 

any individual who undertakes an entrepreneurial activity. As the number of 

entrepreneurs increases across different countries, the number of job opportunities 

increases. This is mainly because entrepreneurs are able to identify new business 

ventures that require people to be employed in the area. Entrepreneurial activities 

speed up the changes in the structure of any economy and they also increase the level 

of innovation hence producing products which are of high quality (Alvarez et al, 

2011). Entrepreneurial activity transforms and expands the productive capacity of the 

economy of any given country by inducing the expansion of startup industries and 

formation of new niches (Lee, Peng & Barney, 2007).  

 

This paper uses institutional economics in analyzing the effects that environmental 

factors have on the total entrepreneurial activity by comparing nations. The 

environmental factors are grouped into the formal factors and the informal 

environmental factors by the researchers. The formal institutional factors include the 

finance that is required in engaging in the entrepreneurial activity (entrepreneurial 

finance), government policies and programs, R&D transfer and so on. On the other 

hand, the informal factors include factors such as culture and social norms, and the 

knowledge and abilities that is needed in establishment of a new business (Alvarez et 

al., 2011).  
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Across the globe, there has been different studies conducted involving the effect of 

environmental factors in different countries on entrepreneurial activities. 

Nevertheless, the startup of any new venture requires a combined effort of various 

individuals such as the customers, employees, suppliers and partners. Also it involves 

various institutional and structural arrangements like politics, business cycles, public 

services, legislation and infrastructure. There is little literature done concerning 

institutional environment on total entrepreneurial activity focusing on comparisons 

between different nations.Alvarez et al. (2011) carried out a study focusing on the 

conditions of the environment and the entrepreneurial activities in Spain. Hence, the 

main aim of undertaking this study is filling the research gap that exist in the literature 

by looking at the impact of the institutional environment on total entrepreneurial 

activity. 

 

This paper is beneficial to both the practical and the theoretical perspectives. From the 

theoretical point of view, there is an indication that the effect of the environmental 

factors on total entrepreneurial activities has been increasing. Also, previous 

researches indicate that factors like attitudes, beliefs and the values of the society they 

tend to determine whether an individual can be an entrepreneur. Conversely, from the 

practical perception, the findings of the study may benefit policy makers in terms of 

designing governmental initiatives to promote new firm creation. 
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This research study comprises of seven chapters. Chapter one is the introduction of 

the paper. Chapter two is the concept and theory review. Furthermore, chapter three is 

the literature review. Chapter four comprises of objectives and research framework. 

Chapter five clarifies on the methodology that was adopted in this study. Chapter six 

involves the findings and results of the study. The last chapter provides conclusion of 

the results, limitations and areas for further research. 
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2. Concept and Theory Review 

2.1 Entrepreneurship 

2.1.1 Entrepreneurship Concepts 

Entrepreneurship has a vital role in the growth of any nation both on the social and 

economic growth. Entrepreneurial concepts have been seen to develop over a long 

time.The concept of the process of entrepreneurship can be date back in the 18
th

 

century by Richard Cantillion.To him, entrepreneurship was self-employment with an 

uncertain return.  

 

Álvaro Cuervo (2007) refers that two distinct clusters of thought on the meaning of 

entrepreneurship can be identified. The first group of scholars focused on the 

characteristics of entrepreneurship (e.g. innovation, growth, etc.) while the second 

group focused on the outcomes of entrepreneurship (e.g. creation of value).As there 

are many different definitions of entrepreneurship we can usefully categories them 

according to three main ‗dimensions of entrepreneurship‘, which focus attention on 

behaviors, processes and outcomes.  

 

Table 1 Entrepreneurship Concepts in Three Dimensions 
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2.1.2 Entrepreneurship in GEM 

While entrepreneurship is a multifaceted phenomenon with many different meanings 

and definitions, GEM defines entrepreneurship as: any attempt at new business or 

new venture creation, such as self-employment, a new business organization, or the 

expansion of an existing business, by an individual, a team of individuals, or an 

established business. 

 

The definition by GEM is not limited to businesses that are newly registered. The 

entrepreneurship perspective adopted by GEM is occupational. However, GEM also 

recognizes entrepreneurship from a behavioral perspective when employees who 

behave entrepreneurially within the organization are identified. GEM focusses on 

combination of nascent entrepreneurship which is the stage prior to the establishment 
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of a new firm and the owning-managing a new phase of firm which is the period 

immediately after the start of a new venture. In GEM‘s view of entrepreneurship, 

individuals with attitudes of entrepreneurial activities and those that head already 

established firms are identified. 

 

2.1.3 Entrepreneurship Framework used in this thesis 

According to the methodology of GEM, the dynamics of entrepreneurship can be 

related to conditions that hinder or enhance creation of new business which are known 

as Entrepreneurial Framework Conditions. The conditions are essential components 

of the ecosystem of entrepreneurship and are part of the necessary markets, 

incentives, resources and supportive institutions for development and growth of new 

firms (Bowen & De Clercq, 2008). The business dynamics is determined by the 

Entrepreneurial Framework Conditions which directly impacts the existence of 

entrepreneurial preference and capacity and opportunities.  

 

The NES is incorporated in standard methodology of GEM in assessment of a number 

of Entrepreneurial Framework Conditions and various entrepreneurship related topics. 

Its major intention is in obtaining views of other experts (Lee, Peng & Barney, 2007). 

The initiation of National Experts Survey was to provide harmonized data that is 

internationally comparable with the intention of addressing environmental factors that 

hinder or enhance growing or new firms. The several views collected by the NES are 

intended to capture various dimensions of ECFs(Entrepreneurship Framework 
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Conditions) which include: entrepreneurial finance which involves financial resources 

availability for small and medium enterprises such as grants and subsidies.  

 

Other conditions of entrepreneurial framework include: government entrepreneurship 

programs, government policy, entrepreneurship education, commercial and legal 

infrastructure, R&D transfers, entry regulation, cultural and social norms and physical 

infrastructure (Freytag &Thurik, 2007). Government policy encompasses the 

assessment of how public policies are of effect to entrepreneurship while government 

programs of entrepreneurship involve quality and presence of plans that assist the 

small and medium enterprises directly at municipal, national and regional levels of 

government. On the other hand, entrepreneurship education deals with the scope 

within which training in managing small and medium enterprises and venturing into a 

new enterprise is integrated within the training and education systems at all levels.   

 

R&D transfer is essential in entrepreneurship as it determines the degree of effect the 

development of national research to the creation of new commercial prospects and 

their availability to small and medium enterprises. The availability of commercial 

accounting, property rights, legal assessment institution and services involved in 

growth and development of small and medium enterprises are involved in commercial 

and legal infrastructure while the level of allowance of a new firm to venture into the 

market is addressed in the entry regulation (Mantzavinos, North and Shariq 2004). 

Physical infrastructure eases the availability of physical infrastructure such as utilities, 
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communication, space and transportation at an affordable price. Lastly, culture norms 

and socialnorms determine the level of impact on entrepreneurship in venturing into 

the market and development of an already established firm. 

 

2.2 Total Entrepreneurial Activity 

For years, GEM has focused on the phase that combines the stage before the start of a 

new firm (nascent entrepreneurship) and the stage directly after the start of a new firm 

(owning-managing a new firm). Taken together this phase is defined as ―early-stage 

entrepreneurial activity‖ (TEA).  

 

According to GEM, total early stage entrepreneurial activity (TEA) represents the 

percentage of 18-64 population who are eithera nascent entrepreneur or 

owner-manager of a new business.  

 

2.3 Institutional Economics 

Institutions are the informal norms and formal laws of societies that constrain and 

shape decision-making or, as North (1990) defined them, ‗the rules of the game‘. 

According to Huntington (1965), institutions are ―stable, valued, recurring patterns of 

behavior.‖ As structures or mechanisms of social order, they govern the behavior of a 

set of individuals within a given community.  
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Institutions is a set of informal and formal rules of conduct which enhance 

government or coordination of relationships between groups and individuals. Some of 

the formal rules include; markets, laws, organizations and political systems while as 

informal rules comprise of value systems, customs, traditions, norms, sociological 

trends and religions. Institutions arise, develop and function in a pattern of social 

self-organization beyond conscious intentions of the individuals involved. According 

to North (1990), the behaviors of individuals are highly influenced by institutions 

which later results to determination of economic growth, efficiency, development and 

economic performance.  

 

2.4 New Institutional Economics 

New institutional economics (NIE) is an economic perspective that attempts to extend 

economics by focusing on the social and legal norms and rules (which are institutions) 

that underlie economic activity (L. J. Alston, 2008).We can refer to these 

developments in economic thought between 1960 and 1990 as ―new institutional 

economics‖ (Williamson, 2000).New institutional Economics (NIE) is majorly 

concerned with the behavior of humans as it believes that through the efforts of the 

society to efficiently use scarce resources, institutions arise (Hayton et al., 2002).  

 

NIE encompasses aspects such as economics sociology, political science, history, and 

law and business organization. The major focus of NIE is to make an explanation of 
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determinants of institutions and how they evolve over time as well the impacts they 

make on the efficiency, performance and distribution of economics. 

 

The environmental institutions in the framework of new institutional economics are 

majorly divided into two; informal institutions and formal institutions. North defines 

informal factors as constrains (codes of conduct, attitudes, values, norms of behavior 

and conventions) that come from socially transmitted information and are part of the 

heritage that we call culture (North, 1990). We use several variables to capture 

differences in informal institutions. According to the definitions of North of informal 

institutions and the definition of GEM of entrepreneurial framework conditions, we 

classified informal institutions as the following entrepreneurial framework conditions: 

Table 2- Informal institutions 

Name Definition 

Education and training (high 

education) 

The extent to which training in creating or 

managing SMEs is incorporated within the 

education and training system in higher 

education such as vocational, college, business 

schools, etc. 

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

encourage or allow actions leading to new 

business methods or activities that can 

potentially increase personal wealth and income 

Sources: NES, Global Entrepreneurship Monitor  

North defines formal institutions are rules such as policy and economyrelated rules, 

contracts, constitutions, laws and property rights (North, 1990). Examples of formal 

http://gemconsortium.org/
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institutions influencing entrepreneurship include the political and economic 

constitutions, the legal framework and the financial system (Welter, 2005).  

 

In the case of informal institutions, we also use several variables to capture 

differences in formal institutions. We classified as formal institutions the following 

entrepreneurial framework conditions: 

Table 3 - Formal institutions 

Name Definition 

Finance The availability of financial resources equity and debts or small 

and medium enterprises (SMEs) (including grants and subsidies) 

Government 

policies 

The extent to which public policies support entrepreneurship - 

entrepreneurship as a relevant economic issue 

Government 

programs 

The presence and quality of programs directly assisting SMEs at 

all levels of government (national, regional, municipal) 

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

to new commercial opportunities and is available to SMEs 

Commercial 

and services 

infrastructure 

The presence of property rights, commercial, accounting and 

other legal and assessment services and institutions that support 

or promote SMEs 

Market 

openness 

The extent to which new firms are free to enter existing markets 

Physical 

infrastructure 

Ease of access to physical resources communication, utilities, 

transportation, land or space at a price that does not discriminate 

against SMEs 

Source: NES, Global Entrepreneurship Monitor  

  

http://gemconsortium.org/
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3. Literature Review 

3.1 Entrepreneurship 

According to Stephen, Urbano and Hemmen (2009), entrepreneurship is seen to play 

a key role to both the social and economic developments as the rates of 

unemployment associated with recent financial and economic crisis increase. A large 

number of employees are considering starting their own firms due to the increasing 

levels of financial crises. However, to curb the problem, public administrators have 

sort mechanisms of assistance for academics and business creation through designing 

of public policies and research supports to ensure promotion of their entrepreneurial 

activities. 

 

Following a study by Andersson and Noseleit (2011), the factors that affect the 

entrepreneurial activities varies from one country to the next. Bosma, Kelley and 

Amoros (2011) record that, the wide institutional context determines a country‘s 

ability to support entrepreneurship from a macroeconomic perspective, while as from 

a microeconomic level, a person‘s likelihood of becoming an entrepreneur is subject 

to the personalities of an individual which determines their reaction towards 

entrepreneurial pull or push influences.  

 

In a study conducted by Urbano (2013) on institutions and institutional environments, 

informal institutions are made up through some factors in the formal institutions. For 

instance, formal institutions are used to structure the societal interactions in 
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accordance to the cultural guidelines and norms hence making the informal 

institutions (Reynolds, 2001). Both the informal and formal institutions impact the 

entrepreneurial activities of a nation. Alvarez et al. (2011) in his study on the 

conditions of the environment and the entrepreneurial activities in Spain established 

that informal and the formal factors were factors that affected entrepreneurship, 

however the informal factors had a greater impact as compared to the formal factors. 

 

3.2 Institutional Environment 

Both North (1990, 2005) and Dickson (2004) define institutional environment as the 

set of social, economic, political and legal agreements that create the basis of 

foundation for exchange and production. According to them, there are various factors 

that are involved in institutional environment such as; systems of regulations, formal 

laws, informal conventions, procedures, norms and customs which stretch, create and 

restrain socio economic behaviors and activities. Institutional environments represent 

both informal and formal components and applies to a wide range of unrelated 

transactions. North (2005) attempts to incorporate belief systems and cognitive 

elements into his analysis of institution evolution and change. This includes a focus 

on institutional ―path dependence‖ which recognizes that the way in which 

institutions and beliefs developed in past periods constrain the feasibility set of 

choices in the current period.  
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While Gnyawali and Fogel (2004) view institutional environment as the network of 

informal and formal institutions that direct the organization‘s and individual‘s 

behavior. The authors group the institutional environments into three categories 

namely; political, civil and market institutions. For instance, entrepreneurship in the 

field of agriculture, the political institutions are further divided into structural reforms, 

law on land and cooperative law. Civil institutions encompass values, traditions, 

knowledge and experience while market institution involves capital market, labor 

market and land market. The authors conclude that the institutional environment is the 

determinant of the performance of the institution and its condition affects both the 

new and old entrepreneurs from various countries. 

 

3.3 Entrepreneurship and Institutional Environment 

Previous studies show that entrepreneurship is largely influenced by the institutional 

factors and the human capital of the entrepreneur tend to encourage the aspiration of 

growth in entrepreneurial activities. The study of entrepreneurial activity has been 

done using different approaches. The approaches vary from each other depending on 

the location and the behavior of an entrepreneur. One of this approaches is the 

institutional approach which is also termed as the sociological approach. This 

approach posit that the socio-cultural factors play a key role when establishing a new 

company, even though the government regulations, support services and the public 

policy may play part also in the creation of the new company (Arenius, Kovalainen, 

2006). 
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Urbano and Alvarez (2011) find out that the favorable institutional dimensions 

(regulative, normative and cultural-cognitive) increase the probability of being an 

entrepreneur.Vuorio A.(2017) refers that education has an important role in enhancing 

the likelihood of an individual having a sustainable entrepreneurial goal rather than 

commercial one.  

 

The formal institutions influence the entrepreneurial activities of a given organization 

to a high extent. Research by Marta Peris-Ortiz (2017) has provided evidence that the 

relationship between TEA and innovation practices differs in accordance with the 

state of development of each economy and the proportion of ongoing entrepreneurial 

activities in a country has an impact on the emergence of innovation based practices. 

 

Urbano (2013) studies the influence of internal and external factors on corporate 

entrepreneurship and states that internal factors (knowledge, personal networks and 

being able to identify business opportunities) are more important compared to 

external factors (having fear of failure, media impact and the number of procedures to 

create a company).  

 

The framework of formal environmental institutions that influence entrepreneurial 

activities include government programs, finance, research transfers and physical 

infrastructure (Djankov et al., 2002). Formal environmental resources such as 
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financial resources also impact the process of entrepreneurship positively as its 

availability determines the number of new business ventures that can be established 

(Gnyawali, Fogel, 2004). Furthermore, Kelley, Bosma and Amorós (2011) argue that 

university play a major role in providing entrepreneurial education.  

 

Institutional economic theory develops a wide range of the institutional approach. 

According to North (1990), institutions are the rules in the society that help to monitor 

how people interact in the society. These institutional factors are classified into the 

informal and the formal factors. Informal factors are the ones that are as a result the 

information that we obtain socially and they are always part of the culture of an 

individual (Welter, 2005). This finding agrees with Alvarez et al. (2011) argument in 

Spain that informal and the formal factors were factors that affected entrepreneurship, 

however the informal factors had a greater impact as compared to the formal factors.  

 

3.4 Entrepreneurship and the Economy 

Entrepreneurship is now widely recognizedas the ‗engine of economic and social 

development throughout the world‘ (Audretsch and Thurik, 2006). The relationship 

between the economy and entrepreneurship is central to our individual and social 

welfare. Entrepreneurship is held to be one of the principal mechanisms that can help 

to turn around recession. The prevailing economic conditions in a country will have a 

significant impact on the level of entrepreneurship. Entrepreneurs drive innovation, 
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which speeds up structural changes in the economy, forcing other organizations to try 

to compete (David and Nick, 2010). 

 

3.5 Discussion and Comment 

There have been various studies conducted on the influence of institutional 

environment on total entrepreneurial activity focusing on different countries and 

sectors of the economy. However, there is little literature done concerning 

institutional environment on total entrepreneurial activity focusing on comparisons 

between different nations. Alvarez et al. (2011) carried out a study focusing on the 

conditions of the environment and the entrepreneurial activities in Spain. This study 

was based on a regional perspective and it did not make comparisons with other 

nations across the world thus their findings cannot be generalized to the study that has 

been carried out in our case. 

 

Further research is suggested to be performed in the area of institutional environment 

and entrepreneurship and how economic level impacts the growth and development of 

entrepreneurship in various nations. 
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4. Objectives and Research Framework 

4.1 Hypothesis 

Cultural and social norms constitute an important determinant of 

entrepreneurship(Hayton et al., 2002), indicating the degree to which asociety 

considers as desirable entrepreneurial behaviors.Other determinants of people‘s 

behavior are their knowledge, abilities and skills, thushigh levels of education have a 

positive effect on the likelihood of creating a firm (Levie and Autio, 2008). In 

general, informal institutions influence the socialacceptability of an entrepreneurial 

career (Welter, 2005) and determine the collective and individual perceptions of 

entrepreneurialopportunities. Thus, we propose: 

H1  Informal institutions influence the level of entrepreneurial activities. 

 

Inefficient government regulation in the economy may be perceived 

negatively,especially by those interested in starting new businesses (Gnyawali and 

Fogel, 1994).Variables such as the number of procedures, time and cost of starting a 

business have anegative effect on entrepreneurship (Djankov et al., 2002). Also, other 

formalinstitutions such as the availability of financial resources would determine 

thefrequency of new business start-ups (Blanchflower and Oswald, 1998). Research 

evidence shows that policies that increase access tobank credit, the creation of 

investment companies, credit with low interest rates andcredit guarantee schemes 

contribute significantly to the promotion of new businesses(Jolanda Hessels, 2006). In 

general, formal institutionsprovide the regulatory frame for entrepreneurship, creating 
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opportunity fields forentrepreneurship (Welter and Smallbone, 2011). Then, we 

formulate the followinghypothesis: 

H2 Formal institutions influence the level of entrepreneurial activities. 

 

Informal institutions are produced internally and they areendogenous to a community. 

Instead, formal institutions are imposed externally ontothe community as the 

exogenous product of the evolution of relationships among rulers(Mantzavinos et al. 

2004). In this sense, formalinstitutions can be created to promote entrepreneurial 

activity; however, this effect willbe reflected in the future when they can impact on 

the informal institutions. Thus, we predict: 

H3 Informal institutions have a larger influence on entrepreneurialactivity than 

formal institutions. 

 

In the thesis, samples are divided by four income groups (low income group, 

lower-middle income group, upper-middle income group and high income group). 

Compare the different effects of environmental factors among countries concerning 

the economiclevel.Thus, we predict: 

H4  For each income group, informal institutions have different influence on TEA. 

H5 For each income group, formal institutions have different influence on TEA. 

 

4.2 Research Framework 
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The framework includes two main parts. Part 1 is the descriptive analysis which 

analyze the means of the variables and the changing situation of each variable through 

line chart. Part 2 is the multiple regression analysis. In this part, we first analyze the 

multiple regression by using of the total samples and test the hypotheses. And next, 

we analyze multiple regression by using samples of each income group and test the 

hypotheses of each model.   

 

4.3 Key terminology 

To avoid confusion, some of the key concepts in this paper are clearly defined in the 

following section. 

 

TEA:Total early-stage Entrepreneurial Activity (TEA)represents the percentage of 

18-64 population who are either a nascent entrepreneur or owner-manager of a new 

business. 

 

NES:The National Expert Survey (NES) is administered to 36 'experts' in each GEM 

country and collects data on the context in which entrepreneurship takes place in a 

country. It provides information about the nine aspects of a country‘s socio-economic 

milieu that are believed to have a significant impact on national entrepreneurship. 

 

APS: The Adult Population Survey(APS) is a comprehensive questionnaire, 

administered to a minimum of 2000 adults in each GEM country, designed to collect 
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detailed information on the entrepreneurial activity, attitudes and aspirations of 

respondents. 
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5. Methodology 

5.1 Data resource 

National panel data (2009-2016 period) is from the Global Entrepreneurship Monitor 

(GEM), specifically from the National Expert Survey (NES) and the Adult Population 

Survey (APS). The level of Total Entrepreneurship Activity (TEA) of countries is 

from the Adult Population Survey (APS). The data of factors of institutional 

environment is from the National Expert Survey (NES). The data of the division of 

the countries according to the economic level is from the World Bank. 

 

5.2 Sample Size 

The World Bank assigns the world's economies into four income groups — high, 

upper-middle, lower-middle, and low. The World Bank bases this assignment on GNI 

per capita calculated using the Atlas method. New thresholds are determined at the 

start of the Bank‘s fiscal year in July and remain fixed for 12 months regardless of 

subsequent revisions to estimates. 

 

The map below classifies all World Bank member economies and all other economies 

with populations of more than 30,000. Economies are divided among income groups 

according to 2015 gross national income (GNI) per capita, calculated using the World 

Bank Atlas method. We can see that most countries of low income group and 

lower-middle income group are in Africa; most countries of upper-middle income 
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group are in Asia and part of South America; most countries of high income group are 

in Europe, Australia and North America.  

 

 

Figure 1 – Country Income Groups (World Bank Classification) 

The table below shows the number of countries in World Bank database and the 

number of samples in 2006 in this study. The total valid number of countries in World 

Bank database is 215 which is higher than the total number of samples in this study 

which is only 60.  

Table 4 – Number of countries in each group (2016) 
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We can get conclusion from the bar chart below that the samples we consider in this 

study only make up a small part of the total samples that are in World Bank database. 

The reason we only study a part of samples is because many countries‘ 

entrepreneurship data are missing in GEM (Global Entrepreneurship Monitor) 

database. It is much harder to get entrepreneurship data in low income countries 

compared to high income countries due to the high cost and government supports. So 

in this study, most data are from upper-middle income group and high income group. 

 

Figure 2 – Bar chart of each group (2016) 

We can see from the table below that the total number of samples from 2009 to 2016 

is 457. The number of samples with low income is 12 which makes up about 3% of 
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total samples. The number of samples with lower-middle income is 54 which makes 

up about 12% of the total samples. The number of samples with upper-middle income 

is 144 which makes up about 31% of the total samples. The number of samples with 

high income is 247 which makes up about 54% of the total samples.  

Table 5 - Sample Size 

 

From the pie chart, it is clear that the majority of samples are in high income group 

which makes up about 54% of the total samples and upper-middle income group 

makes up about 31% of the total samples. Only 3% of the total samples are in low 

income group.  
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Figure 3 - Pie of Income Groups 

It can be seen from the line chart that there was a significant increase in the number of 

samples between 2011 and 2012. It then increased gradually between 2012 and 2014. 

It reached a peak of 68 in 2014. This was then followed by a drop over the next year. 

The trendline tells that the overall trend is increasing between 2009 and 2016. 

 

Figure 4 – Line Chart of Sample Size 
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5.3 Data Analysis Techniques 

Data analysis involves the process by which the collected data is packaged, placed in 

order, then structuring the main elements in such a manner that the outcome of the 

collected data can be efficiently and easily communicated. Quantitative data was 

analyzed through descriptive statistics. Data that was quantitative was analyzed by 

use of SPSS version 20 and Excel 2016. Statistics that was descriptive that was used 

included tables and graphs that were used in the analysis of data to determine the 

relationship that exists between the institutional environment and the TEA according 

to the economic levels of the countries. 

 

Regression analysis was applied to establish the association that exist between 

dependent variable TEA and the independent variables.Hence through this, an 

individual can be able to determine whether the hypothesis that have been formulated 

are important or not appropriate for the study through use of regression analysis. In 

the process of regression analysis, assumptions for the regression process will be 

considered and also tested as a way of ensuring that the regression model obtained are 

not flawed. 

 

5.4Main variables used in the Study 

This section comprises of the variable that is dependent, control variables and the 

variables that are independent which have been adopted by the researcher in respect to 

the study hypothesis. This are the variables that were used in the study in performing 
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regression analysis. Emphasis was given on how the questionnaire was 

operationalized. 

 

(1) Dependent variable 

This research study had one dependent variable that was measured in terms of the 

TEA. 

―Early-stage entrepreneurial activity‖ (TEA) defines the stage before the start of a 

new firm and the stage directly after the start of a new firm (owning-managing a new 

firm).According to GEM, total early stage entrepreneurial activity (TEA) represents 

the percentage of 18-64 population who are eithera nascent entrepreneur or 

owner-manager of a new business.  

 

(2) Independent variables 

This study involved eleven independent variables which were indicated in the 

regression model adopted. These variables were as shown in table below with their 

various definitions that were obtained from NES (2009-2016). 

Table 6 - Main variables used in the study 

Variables of Formal institutions 

Name of Variable Definition 

Finance This refers to how the financial resources such as debts 

and equity are highly accessible by the SMEs in terms of 

subsidies and grants 

Government Policies Refers to the degree to which entrepreneurial activities 

across different nations are supported by the governmental 

organizations as being an economic activity to the country. 
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Governmental 

Programs 

In this study, governmental programs refer to the programs 

that assist the SMEs directly in different nations depending 

on whether they are regional, municipal or national. 

Research& 

Development Transfer 

This indicates the level to which the process of R&D may 

result to new ventures for start of SMEs 

Commercial 

Professional 

Infrastructure 

This refer to availability of property rights, services that 

are legal, assessment services and also accounting 

organizations which support the existence of SMEs.  

Market Openness In this study market openness refer to the ability of new 

businesses to enter markets that are already existing. 

Physical 

Infrastructure 

Refer to the easiness of the SMEs to gain access to various 

physical resources such as land, transportation, 

communication and other utilities. 

Informal institutions Variables 

Education and 

Training 

This study has used this aspect of informal institutions to 

show how training on the management of SMEs has been 

incorporated into the existing system of education such as 

in higher levels of education like the vocational schools. 

Cultural andSocial 

Norms 

Refer to level that the norms or culture of a given entity 

encourage the growth of new entrepreneurs and also 

establishment of new businesses. 

Source: NES, Global Entrepreneurial Monitor 
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6. Data Analysis 

6.1Descriptive Analysis 

The table below represents the various means of dependent and independent 

variablesof all income groups and each income group. In the table, TEA is the 

percentage of 18-64 population who are either a nascent entrepreneur or 

owner-manager of a new business. For example, TEA of all income groups is 12.78 

which means 12.78% of 18-64 population who are either a nascent entrepreneur or 

owner-manager of a new business.  

 

Formal institution and informal institution variables are measured on the same Likert 

scale of five points (where ―Completely false‖ =1, ―Somewhat false‖ =2, ―Neither 

true nor false‖ =3, ―Somewhat true‖ =4 and ―Completely true‖ =5).Let‘s see the first 

column which represents the mean value of each variable in all income groups. It can 

be seen from this column that seven factors‘ mean value are below 3 and two factor‘s 

value are higher than 3.  

Table 7 - Means of the variables 
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The bar chart below gives information about the means of TEA in the all income 

groups and each income group. We can see from the bar chart that low income group 

has the highest TEA which is around 28 and high income group has the lowest TEA 

which is about 9. As is shown by the graph, thehigher income group has the lower 

mean value of TEA.  

 

Figure 5– Bar Chart of TEA 
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The clustered bar below shows the mean value of variables in all income groups and 

each income group. As is shown by the graph, mean value of most variables are below 

3. ―Physical and Infrastructure‖ has the highest value which is higher than 3. ―R&D 

Transfer‖ has the lowest mean value. We can also get conclusion from the graph 

below that the mean value of variables in high income group is higher than that in 

other income groups.  

 

Figure 6 – Clustered Bar of Variables 

The table below represents the means of all variablesbetween the year 2009 and 2016.  

Table 8 - Means of the variables 
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It can be seen from the line chart below that the mean of TEA increased between 2009 

and 2013. It reached a peak of 11.78 in 2013. And then it fluctuated for the following 

three years. The overalltrend of TEA was increasing between 2009 and 2016. 

 

Figure 7 – Line Chart of TEA 
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the variable of ―Market Openness‖. The overall trends of four variables, except the 

variable of ―R&D Transfer‖, were increasing between 2009 and 2016. The overall 

trend of the variable ―R&D Transfer‖ was steady between 2009 and 2016.  

 

Figure 8 – Line Chartof Variables (1) 
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Figure 9 – Line Chart of Variables (2) 

The graph below shows a decrease between 2009 and 2010. And there was an 

increase between 2010 and 2011. It reached a peak of around 3.8 in 2016. The overall 

trend was increasing in the year 2009 and 2016. 

 

Figure 10 – Line Chart of Variable (3) 
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6.2Multiple regression analysis 

This research study made use of regression analysis andcorrelation analysis so as to 

determine the influence of the different independent variables on the dependent 

variable which was the TEA. In this case the independent variables included the level 

of finance, policies and the programs of the government, transfers relating to research 

and development, commercial and the professional infrastructure services, the 

physical infrastructure, the level of training and the education level, social and the 

cultural norms, rights relating to intellectual property and lastly the support of women 

to start up as entrepreneurs.  

 

6.2.1 Analysis by use of the total samples 

This research study made use of correlation analysis in a way of determining the 

association that existed between the independent variables and TEA which was the 

dependent variable. Correlation has been defined by various people in different 

perspectives but in the case of this research study a correlation refers to a given 

number that ranges between negative one and positive one and its purpose is to 

measure the level of association that exist between two variables i.e. the relationship 

between the dependent and the independent variable. When a positive value is 

established between the two variables the relationship is termed as being a positive 

association and when a negative value is found the relationship is said to be an inverse 

association or negative relationship. When the coefficient is zero it implies that there 
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is no association that exist between the two variables which is an indication that a 

change in the independent variable will have no effect on the dependent variable. 

Thus, in the case of our study, a correlation matrix was used in the establishing of the 

relationship and this was as shown below in the table. 

Table 9 - Correlation Analysis (total samples) 

 

From the above analysis, we can infer that most of the variables under study have a 

positive relationship with other variables. In the next section, we look at the 

regression analysis by use of all the samples under study. 

 

Regression analysis that was multivariate was also carried out to determine the 

relationship that existed between the dependent variable and the various independent 

variables. The equation of the regression model took the form of the following model 

as indicated below; TEAit = a + b1*IIit + b2*FIit + εit, where ―i‖ indicated the country 
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and ―t‖ was the period of time. The equation was used because the level of 

entrepreneurial activity in any given economy is determined by both the formal 

institutions and informal institutions. In the case of the total samples, the following 

regression model was obtained. 

Table 10 - Model Summary (total samples) 

 

In the model, Summary-Squared indicates the proportion of variance that is found in 

the variable that is dependent and which can be explained by the variable that is 

independent. From the table, the value of r-squared is 35.1% which implies that the 

above variables that are aspects of the independent variables can explain 35.1% of the 

change in the level of TEA. Other variables which are not included account for the 

remaining 63.9% of the changes in the TEA level. 

Table 11 - Analysis of Variance (total samples) 

 

This was used to determine whether the mathematical model that was adopted in the 

study was fit for purposes of the data. Since the p-value that was found was less than 
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the significance level, we are able to conclude that the model was statistically 

significant in establishing the influence of the institutional environment on the level 

of TEA across various countries. This is an indication that at least some of the 

variables that were used are important in explaining the dependent variable 

absenteeism.  

Table 12- Coefficients (total samples) 

 

We can get the model from the Coefficients as the following: 

TEAit= 20.712-10.781*R&D Transfer-4.386*Commercial and Professional 

Infrastructure+3.877*MarketOpenness-2.852*Physical 

Infrastructure+7.351*Education and training +3.698*Cultural and social norms 

 

The regression model was based on various assumptions as listed below with their 

various specific figures. 

(1) The mean of the residual component of the model is zero: E(εi)=0 

Table 13 - Residuals Statistics (total samples) 
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From the table, we can see the Mean of Residual is 0.00000 which satisfy the 

assumption that E (εi) =0. 

(2) The independent variables are not correlated with the residual terms.  

Table 14 - Correlations Analysis (total samples) 

 

From the above table, we are able to determine that there is no correlation between 

the independent terms and the residual terms that were obtained. 

(3) There is no correlation among the residual terms: Cov(εi, εj)=0, i≠j 

Table 15 - Model Summary (total samples) 
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Since the value of the Durbin-Watson is close to 2, residuals are assumed to be 

independent.  

(4) The variance of the random term is constant: Var(εi) = σ
2
 

 

Figure 11 - Scatterplot of TEA (all samples) 

An absence of clear pattern of data spread indicates that the variance of the random 

term is constant. 

(5) Normality of the residuals: εi ∩ N(0, σ
2
) 



INSTITUTIONAL ENVIRONMENT AND TOTAL ENTREPRENEURIAL ACTIVITY: THE COMPARISON ON NATIONS 

52 

 

 

Figure 12- Histogram of TEA (all samples) 

 

Figure 13 - Normal Q-Q Plot of TEA (all samples) 

The plot indicates residuals are normally distributed. Non-normal if points 

substantially deviate from the diagonal line.  
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If the data that is being used is smaller than 2000, the Shapiro test is used for testing 

the normality and if it is higher than 2000 then the test for Kolmogorov-Smirnov is 

adopted. For purposes of this test, Shapiro Walk test was used since the sample that 

was used was of 457 which is less than 2000. Since we obtained a p-value of 0.000 

from our test of Normality, we are able to conclude that the dataset that was adopted 

was from data that follows a normal distribution. 

 

All the above assumptions were considered in the study and thus this resulted to the 

model being valid for the study of the data set. Furthermore, due to this it indicated 

the relationship that existed between various variables which were independent and 

those that were dependent was valid. 

 

6.2.2Analysis by use of low income samples 

The sample size in this group was 12. Thus, it was possible to perform a multiple 

regression on the data. The correlation matrix that was obtained was as follows in the 

table below. 

Table 16 - Correlation Analysis (low income group) 
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From the above analysis, we can infer that most of the variables under study have a 

positive relationship with other variables. In the next section, we look at the 

regression analysis by use of the samples with low income under study. 

 

Table 17 - Model Summary (low income group) 

 

From the table above, we establish that R
2
 is 0.774 which means 77.4% of the 

variation of TEA is explained by the level of institutional factors in the economies 

that fall in the low income level. 

Table 18 - Analysis of variance (low income group) 
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Sig﹤0.05 so we conclude that the multiple linear regression under analysis is valid: 

at least some of the explanatory variables used are important in explaining the 

dependent variable.  

Table 19 - Coefficients Analysis (low income group) 

 

We can get the model from the Coefficients as the following: 

TEAit= 72.991-13.501*Government Program-23.407*Physical 

Infrastructure+20.772*Cultural and Social Norms 

The results were based on similar assumptions as those that were considered in the 

case of total samples involving all the four economies and similar results were 

established throughout the tests. 

 

6.2.3Analysis by use of lower-middle income samples 

The sample size in this group was 54. Thus, it was possible to perform a multiple 

regression on the data. The correlation matrix that was obtained was as follows in the 
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table below. 

Table 20 - Correlation Analysis (lower-middle income group) 

 

From the above analysis, we can infer that most of the variables under study have a 

positive relationship with other variables. In the next section, we look at the 

regression analysis by use of the samples with lower-middle income under study. 

Table 21 - Model Summary (lower-middle income group) 

 

From the table above, we establish that R
2
 is 0.513 which means 51.3% of the 

variation of TEA is explained by the level of institutional factors in the economies 

that fall in the lower-middle level. 

Table 22 - Analysis of variance (lower-middle income group) 
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Sig﹤0.05 so we conclude that the multiple linear regression under analysis is valid: 

at least some of the explanatory variables used are important in explaining the 

dependent variable.  

Table 23 - Coefficients Analysis (lower-middle income group) 

 

We can get the model from the Coefficients as the following: 

TEAit= 84.210-10.658*Finance+8.230*Government Programs-16.682*Physical 

Infrastructure 

The results were based on similar assumptions as those that were considered in the 

case of total samples involving all the four economies and similar results were 

established throughout the tests. 

 

6.2.4Analysis by use of upper-middle income samples 

Regression and correlation analysis was also conducted on the dataset relating to the 

upper-middle income economies. The sample was made up of 144 samples. The 

results of correlation were as shown below in the correlation matrix. 
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Table 24 - Correlation Analysis (upper-middle income group) 

From the above analysis, we can infer that most of the variables under study have a 

positive relationship with other variables. In the next section, we look at the 

regression analysis by use of the samples. 

Table 25 - Model Summary (lower-middle income group) 

 

The results reveal that R
2
 is 0.284 which means 28.4% of the variation of TEA is 

explained by the explanatory variables in the model and other factors explain the 

remaining percentage of 71.6%. 

Table 26 - Analysis of Variance (lower-middle income group) 
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From the above table, we are able to determine that the model was fit for the data as 

the p-value 0.00 was less than the significance level of 0.05. This implies that the 

variables that were used were valid in explaining the variation that occurred in the 

level of TEA. 

Table 27 - Coefficients analysis (lower-middle income group) 

 

From the findings, we can get the model from the Coefficients as the following: 

TEAit=26.210-8.716*R&D Transfer-8.623*Commercial and Professional 

Infrastructure+5.912*Education and training (high education) +5.519*Cultural and 

Social Norms 

 

This model is based on the assumptions that the dataset was obtained from data which 

follows a normal distribution and the assumptions that were made on the total samples 

was also applied in this case and similar results were attained.  
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6.2.5Analysis by use of high income samples 

Lastly, a regression and correlation analysis was also carried out on the samples 

relating to the high economic levels which are characterized by high level of income. 

The results of the correlation were as presented in the correlation matrix below. 

Table 28 - Correlations analysis (high income group) 

 

From the above analysis, we can infer that most of the variables under study have a 

positive relationship with other variables. In the next section, we look at the 

regression analysis by use of the samples. 

Table 29 - Model Summary (high income group) 
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R
2
in the table represents the degree of variation in the TEA that is caused by the 

independent variables. In the above case, 26.2% represents the variation in the level 

of TEA that is caused by the variables that were adopted. This implies that other 

factors which are not included in the above variables account for 73.8%. 

Table 30 - Analysis of Variance (high income group) 

 

This was done to determine whether the data that was used was fit for the model 

equation. From the results in the table above we are able to conclude that the data was 

fit for the model since the p-value was less than the level of significance (0.05). Thus, 

this made it appropriate for the use of the dataset in the model. 

Table 31 - Coefficients analysis (high income group) 

 

We can get the model from the Coefficients as the following: 
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TEAit= 0.487-2.570*Government Policies+2.039*Government 

Programs-7.791*R&D Transfer+2.102*Physical Infrastructure+4.983*Education and 

training+2.541*Cultural Social Norms 

 

The equationsabove were obtained putting into the consideration the assumptions 

listed below: 

(1) The mean of the residual component of the model is zero: E(εi)=0 

(2) The independent variables are not correlated with the residual terms.  

(3) There is no correlation among the residual terms: Cov(εi, εj)=0, i≠j 

(4) The variance of the random term is constant: Var(εi)= σ2 

(5) Normality of the residuals: εi ∩ N(0, σ2) 

 

6.2.6Results 

Table 32 - Results 
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From the model of all income groups, we conclude that the variable of ―Research and 

development transfers‖ has a negative relationship with the level of TEA as indicated 

by a regression coefficient in the table above of -10.781. Similarly, ―Commercial and 

professionalinfrastructure‖ is found to have a negative relationship with the level of 

TEA as shown in the table above by a regression coefficient of -4.386. ―Market 

openness‖ has a significant relationship with the level of TEA as indicated by a 

regression coefficient of 3.877. The regression coefficient is positive implying that a 

unit increase in the level of ―Education and Training‖ and ―Cultural and Social 

Norms‖ results to an increase of 7.351and 3.698 of the level of TEA. 

 

From the model of low income group, we conclude that the variable of ―Government 

Program‖ has a negative relationship with the level of TEA as indicated by a 
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regression coefficient in the table above of -13.501. Similarly, variable of ―Physical 

Infrastructure‖is found to have anegative relationship with the level of TEA as shown 

in the table above by a regression coefficient of -23.407. ―Cultural and Social Norms‖ 

has a significant relationship with the level of TEA as indicated by a regression 

coefficient of 20.772. 

 

From the model of lower-middle income group, we conclude that two variables of 

―Finance‖and ―Physical Infrastructure‖ are found to have anegative relationship with 

the level of TEA as shown in the table above by a regression coefficient of -10.658 

and -16.682. ―Government Programs‖hasa significant relationship with the level of 

TEA as indicated by a regression coefficient of 8.230. 

 

From the model of upper-middle income group, we conclude that the variables of 

―R&D Transfer‖ and ―Commercial and Professional Infrastructure‖ have a negative 

relationship with the level of TEA as indicated by a regression coefficient in the table 

above of -8.716 and -8.623. Similarly, two variables of ―Educational and training‖ 

and ―Cultural and Social Norms‖ are found to have a positive relationship with the 

level of TEA as shown in the table above by a regression coefficient of 5.912 and 

5.519. 

 

From the model of high income group, we conclude that the variables of 

―Government Policies‖ and ―R&D Transfer‖ have a negative relationship with the 
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level of TEA as indicated by a regression coefficient in the table above of 2.570 and 

-7.791. Two variables of ―Government Programs‖ and ―Physical Infrastructure‖ are 

found to have a positive relationship with the level of TEA as shown in the table 

above by a regression coefficient of 2.039 and 2.102. Similarly, variables of 

―Education and training‖ and ―Cultural Social Norms‖ are found to have a positive 

relationship with the level of TEA as shown in the table above by a regression 

coefficient of 4.983 and 2.541. 

 

H1  Informal institutions influence the level of entrepreneurial activities. 

From the above analysis, we can see that both informal institutional variables of 

―Education and the training‖ and ―Cultural norms and the social norms‖ were found 

to have a significant influence on TEA in the model of all income groups, 

upper-middle income group and high income group. For the model of low income 

group, ―Cultural norms and the social norms‖ was found to have a significant effect 

on the level of TEA.This is an implication that the data used does support H1 adopted 

in the study. 

 

H2 Formal institutions influence the level of entrepreneurial activities.  

From the five models, we are able to establish that formal institutions have an effect 

on the level of TEA. When the model of all income groups, it was established that 

four variables of the formal institutions had an effect on the level of TEA. These 

factors included ―R&D Transfer‖, ―Commercial and Professional Infrastructure‖, 
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―MarketOpenness‖ and ―Physical Infrastructure‖. For the model of low income group, 

it was found out that ―Government Program‖ and ―Physical Infrastructure‖ had a 

significant influence on TEA. For the model of lower-middle income group, three 

formal institutions including ―Finance‖, ―Government Programs‖ and ―Physical 

Infrastructure‖ were found to have a significant influence on the level of TEA. For the 

model of lower-middle income group, two formal institutions including ―R&D 

Transfer‖ and ―Commercial and Professional Infrastructure‖ were found to have a 

significant influence on the level of TEA.Lastly, in the model involving the high 

income, four formal institutions,including ―Government Policies‖, ―Government 

Programs‖, ―R&D Transfer‖ and ―Physical Infrastructure‖, were found to have a 

significant effect on the level of TEA. These findings are in concurrence with 

Djankov (2002) argument that the framework of formal environmental institutions 

that influence entrepreneurial activities include government programs, finance, 

research transfers and physical infrastructure. Similarly, Gnyawali and Fogel (2004) 

argue that Formal environmental resources such as financial resources also impact the 

process of entrepreneurship positively as its availability determines the number of 

new business ventures that can be established. Furthermore, Kelley, Bosma and 

Amorós (2011) argue that university play a major role in providing entrepreneurial 

education. This implies that the data that was used was in support of the idea that the 

formal institutions has an influence on the level of entrepreneurial activities. 
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H3 Informal institutions have a larger influence on entrepreneurialactivity than 

formal institutions. 

Both informal institutions, ―Education and Training‖ and ―Cultural and Social 

Norms‖, are significant and have positive influence on TEA in all models mentioned 

above, except the model of lower-middle income group. In the model of all income 

groups, formal variable ―R&D Transfer‖ has the highest absolute value of coefficient 

followed by institutional variable ―Education and Training‖. In the model of low 

income group, formal variable ―Physical Infrastructure‖ has the highest absolute value 

of coefficient followed by informal variable ―Cultural and Social Norms‖. In the 

model of lower-middle income group, no informal variable has significance on TEA. 

In the model of upper-middle income group, two informal variables have smaller 

absolute coefficient. In the model of high income group, ―R&D Transfer‖ has the 

highest absolute value of coefficient followed by informal variable ―Education and 

Training‖. We can get conclusion that two informal variables are not significant in all 

models of different income groups and their absolute coefficients are not highest 

compared to other formal institutions. Thus, this data does not support H3. 

 

H4  For each income group, informal institutions have different influence on TEA. 

For the model of all income groups, upper-middle income group and high income 

group, both informal institutions have significance on TEA and different coefficients. 

For the model of lower-middle income group, informal institutions have no 

significant influence. For the model of low income group, informal institution 
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―Cultural and Social Norms‖ has significant influence on TEA.Thus, the data does 

support H4. 

 

H5 For each income group, formal institutions have different influence on TEA. 

In model of all income groups, ―R&D Transfer‖, ―Commercial and Professional 

Infrastructure‖ and ―Physical Infrastructure‖ have significant influence on TEA and 

have a negative sign. ―Market Openness‖ also has a significant influence on TEA and 

has a positive sign.In model of low income group, formal institutions, ―Government 

Program‖ and ―Physical Infrastructure‖ have significant impact on TEA and both 

have a positive sign. In the model of lower-middle income group, ―Finance‖ and 

―Physical Infrastructure‖ are significant and have a negative sign. ―Government 

Programs‖ is significant and has a positive sign. In the model of ―upper-middle 

income group‖, formal institutions of ―R&D Transfer‖ and ―Commercial and 

Professional Infrastructure‖ have significant impact on TEA. In the model of high 

income group, ―Government Policies‖ and ―R&D Transfer‖ are significant and have a 

negative sign. ―Government Programs‖ and ―Physical Infrastructure‖ are significant 

and have a positive sign. All formal institutions that are significant in the models have 

different coefficients. Thus, this data does support H5. 

 

The table below shows the comparison of similar and dissimilar views among authors. 

The second column concludes the relationship between each institution and total 

entrepreneurial activity. ―Government Programs‖ has both negative coefficient in the 



INSTITUTIONAL ENVIRONMENT AND TOTAL ENTREPRENEURIAL ACTIVITY: THE COMPARISON ON NATIONS 

69 

 

models of low income group and positive coefficient in the models lower-middle 

income group and high income group. But Alvarez et al. (2011) find that the factor of 

government programs has negative influence on entrepreneurial activity. ―Physical 

Infrastructure‖ has negative coefficient in the models of all income groups, low 

income group and upper-middle income group and positive coefficient in the model 

of high income group. While this institution is not significant in the view of Alvarez 

et al. (2011). Market openness (Maria & Miguel, 2015; De Clercq et al., 2007; Shane 

& Venkataraman, 2000) and culture and social norm (Maria & Miguel, 2015; 

Barreneche, 2014; Reynolds et al., 1999) positively affect entrepreneurship which are 

consistent with the results in this study. ―R&D Transfer‖ negatively affects 

entrepreneurship in the models of all income groups, upper-middle income group and 

high income group in our study. While R&D Transfer positively affects 

entrepreneurship in the view of Maria & Miguel (2015), Duguet (2004) and Drucker 

(1998) but it is not significant in the view of Alvarez et al (2011). 

Table 33 – Comparison of similar and dissimilar views among authors 
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In our study, the results show that formal institutions have a larger influence on 

entrepreneurial activity than formal institutions. While Alvarez et al.(2011) find that 

informal institutions have a larger influence on entrepreneurialactivity than formal 

institutions in Spain. 
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7. Conclusions 

This study teststhe influence of environmental factors on entrepreneurship at the 

countries level, using institutional economics as the theoretical framework for the 

research. 

 

The main findings reveal that both informalinstitutions (―Education and Training‖, 

―Cultural and Social Norms) and formal institutions (―R&D Transfer‖, ―Commercial 

and Professional Infrastructure‖, ―MarketOpenness‖ and ―Physical Infrastructure‖) 

influence entrepreneurship, but formal factors have a greater impact on 

entrepreneurial activity than formal factors (more variables are statistically 

significant,with higher p-value and coefficient).The findings also reveal that for each 

income group, informal and formal institutions have different influence on TEA 

(variables are statistically significant with different coefficients in the model of each 

income group). 

 

This research study plays a key role in the contribution to both conceptual and the 

practical perspectives. In the theoretical perspective, the results of this research study 

are in support of the institutional theory.The results show the significance of 

environmental factors on the level of entrepreneurship. In the practical perspective, 

the results would help us to provide the right conditions for economic development 

and contribute to how policies relating to the government influence the level of 

entrepreneurial activity. 
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Limitations of the study include that the samples of low income and lower middle 

income group that used are much less than the samples of upper middle income and 

high income group. And due to the lack of data, only two informal institutions are 

considered in the model which is not completed. The data we analyzed in the study is 

not reflective of the economic cycle and don‘t correspond to a period of recession, 

and thus our results cannot be generalized.  

 

Future research may involve more samples of low income and middle lower income 

groups, and study how informal and formal institutions have different effects on TEA 

at the countries level, considering religious differences. Furthermore, a further 

research is needed to study how institutions have different influences according to the 

gender of entrepreneurs in countries level.  
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APPENDICES 

Appendices 1– Data (2016) 
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Appendices 2 – Data (2015) 
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Appendices 3 – Data (2014) 
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Appendices 4 – Data (2013) 
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Appendices 5 – Data (2012) 
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Appendices 6 – Data (2011) 
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Appendices 7 – Data (2010) 
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Appendices 8 – Data (2009) 

Noted that ―high income group‖ = 4, ―upper-middle income group‖ = 3, 

―lower-middle income group‖ = 2 and ―low income group‖ = 1 in the tables above.  


