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1 PART I 

ENTREPRENEURSHIP 
 

Preface 
 

Entrepreneurship has become a popular career path in developed and developing 

countries, a phenomenon that has contributed to the intense interest in the subject shown 

by researchers and policymakers around the world.
1
  In 2011, for example, the Global 

Entrepreneurship Monitor, a partnership between the London Business School and 

Babson College that administers a comprehensive research program to produce annual 

assessments of national levels of entrepreneurial activity, estimated that there were 388 

million entrepreneurs distributed around the globe and engaging starting and running new 

businesses.   Several factors have come into play, including the following: 

 

 Advances in technology that allowed smaller firms to take advantage of economies of 

scale that previously were only available to larger firms; 

 The ability of smaller firms, because of their size, to be more flexible and responsive 

to market changes; 

 Implementation of government policies calculated to encourage entrepreneurial 

activities and behavior; 

 Support from governments and other economic units that established procurement 

programs to assist small businesses; 

 High unemployment rates in recent decades due to corporate restructuring and 

downsizing, which have caused some workers to choose an entrepreneurial path 

rather than retrain for placement in an unsteady job market as a means for dealing 

with their “midlife” crisis”
2
; and 

 Changes in typical career patterns away from expectations of long-term employment 

with large firms in a single occupation toward a “flexible” labor force, a phenomenon 

that has led to increased interest in entrepreneurship among those with post-secondary 

education and an established career record build over several decades in the 

workplace.
3
 

 

                                                           
1
 Interestingly, studies of entrepreneurial behavior around the world have concluded that “entrepreneurs 

think alike, no matter what country they call home” (The Wall Street Journal, February 6, 1992, p AI.  See 

also B. Berger, The Culture of Entrepreneurship (San Francisco: The Institute for Contemporary Studies, 

1991). 
2
  See, e.g., A. Shapero and L. Sokol, “The social dimensions of entrepreneurship,” in C.A. Kent, D.L. 

Sexton, & K.H. Vesper (eds.), Encyclopedia of Entrepreneurship, 81. (Englewood Cliffs, NJ: Prentice Hall, 

1982); D. Birch, The job generation process (Cambridge, MA: M.I.T. Program on Neighborhood and 

Regional Change, 1979); and S. Birley, “The role of new firms: Births, deaths and job generation”, 

Strategic Management Journal, 7 (1986), 361–376. 
3
 See, e.g., P.D. Reynolds, “Sociology and Entrepreneurship: Concepts and Contributions,” 

Entrepreneurship Theory and Practice, 16(2): 71-92 (1991). 
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2 
Shane et al. suggested four important reasons for studying entrepreneurship.

4
  First of all, 

Schumpeter argued long ago that entrepreneurship is central to the generation of 

economic growth since it drives the innovation and technical change required for growth 

to occur.
5
  Second, entrepreneurial action has been cited as the means for balancing 

supply and demand in the marketplace.
6
  Third, entrepreneurship has been praised as the 

process that facilitates the conversion of new knowledge and ideas into innovative 

products and services.
7
  Finally, as described above, “entrepreneurship” is now widely 

viewed as a distinct vocation and, as such, it is important and useful to gain a better 

understanding of the role that entrepreneurship plays in the development of human and 

intellectual capital.
8
 

 

This Part provides an introduction to a number of important topics relevant to the study 

and understanding of entrepreneurship and the process of creating, or giving birth to, a 

new business.  The chapters cover definitions and types of entrepreneurship; the 

relationships among entrepreneurship, innovation and development; research on 

entrepreneurship, research into entrepreneurship in multiple countries (i.e., cross-country 

comparisons of the nature and extent of entrepreneurial activity such as the major studies 

conducted as the Global Entrepreneurship Monitor and the Global Entrepreneurship and 

Development Index) and research into cross-border entrepreneurship (i.e., international 

activity of small- and medium-sized enterprises and new ventures); factors influencing 

entrepreneurial activities; motivational traits of prospective entrepreneurs; the influence 

of societal culture on entrepreneurial activities and attitudes regarding entrepreneurship 

as a career path; the influence that the institutional environment has on entrepreneurship; 

and the role of entrepreneurs in launching new businesses. 

 

Chapter 1 

Definitions and Types of Entrepreneurship 

 

§1:1 Definitions of entrepreneurship 

 

Few topics in the business area have attracted more attention among academics and 

journalists than “entrepreneurship”. Research regarding “entrepreneurship” has been 

made challenging by the absence of a consistent definition of the term across the universe 
                                                           
4
 S. Shane, E. Locke and C. Collins, “Entrepreneurial motivation”, Human Resource Management Review, 

13 (2003), 257-279, 259.  
5
 J. Schumpeter, The theory of economic development (Cambridge, MA: Harvard University Press, 1934).  

See also W. Baumol, “Entrepreneurship and a century of growth”, Journal of Business Venturing, 1 (1986), 

141–145; E. Hagen, On the theory of social change: How economic growth begins (Homewood, IL: Dorsey 

Press, 1962); and P. Kilby, “Hunting the Heffalump” in P. Kilby (Ed.), Entrepreneurship and economic 

development (New York: Free Press, 1971). 
6
 See, e.g., I. Kirzner, “Entrepreneurial discovery and the competitive market process: an Austrian 

approach”, The Journal of Economic Literature, 35 (1997), 60-85. 
7
 S. Shane and S. Venkataraman, “The promise of entrepreneurship as a field of research”, Academy of 

Management Review, 25(1) (2000), 217-226.  See also P. Reynolds, “New firm’s societal contribution 

versus survival potential”, Journal of Business Venturing, 2 (1987), 231–246. 
8
 S. Zahra and G. Dess, “Entrepreneurship as a field of research: encouraging dialogue and debate”, 

Academy of Management Review, 26(1) (2001), 8-11. 
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of studies on the topic.

9
  Many researchers have focused on the economic function served 

by the entrepreneur.  For example, one of the earliest definitions of entrepreneurship 

focused on merchants who were willing to assume the risks of purchasing items at certain 

prices while there was uncertainty about the prices at which those items could eventually 

be resold.  Later definitions began to focus on the risks and challenges associated with 

combining various factors of production to generate outputs that would be made available 

for sale in constantly changing markets.  Schumpeter was one of the first to include 

innovation in the definition of entrepreneurship and believed strongly that the proper role 

of the entrepreneur was creating and responding to economic discontinuities. Others 

involved in the study of entrepreneurship focus on the personality traits and life 

experiences of the entrepreneur in an attempt to generate lists of common entrepreneurial 

characteristics—propensity for “risk taking”, need for achievement and childhood 

deprivation. While these studies are interesting they have generally been far from 

conclusive and often have generated conflicting results. 

 

Gartner surveyed the landscape of the attempts to define entrepreneurship and concluded 

that finding a common definition of the entrepreneur remains “elusive”.
10

  Garner quoted 

an observation made by Cole in 1969: “My own personal experience was that for ten 

years we ran a research center in entrepreneurial history, for ten years we tried to define 

the entrepreneur.  We never succeeded.  Each of us had some notion of it—what he 

thought was, for his purposes, a useful definition.  And I don’t think you’re going to get 

farther than that”.
11

  Garder also pointed out that Borkchuas and Horwitz, who reviewed 

the literature on the psychology of the entrepreneur in the mid-1980s, struck a similar 

note when they reported: “The literature appears to support the argument that there is no 

generic definition of the entrepreneur, or if there is we do not have the psychological 

instruments to discover it at this time.  Most of the attempts to distinguish between 

entrepreneurs and small business owners or managers have discovered no significant 

differentiating features”.
12

  Gartner also counseled against the so-called “trait approach” 

that focuses on identifying “entrepreneurs”
13

 and argued that the study of new venture 

creation must take into account the interaction among several variables or dimensions 

including not only the personal characteristics of the individual entrepreneur but also 

competitive entry strategies, “push” and “pull” factors and the actions taken by the 

entrepreneur during the new venture creation process.
14

  Other researchers, including 

                                                           
9
 S. Shane, E. Locke and C. Collins, “Entrepreneurial motivation”, Human Resource Management Review, 

13 (2003), 257-279, 274.   
10

 W. Gartner, “’Who is an Entrepreneur?’ Is the Wrong Question”, American Journal of Small Business, 

Spring 1988, 11-32, 11 (citing, among others, A. Carsrud, K. Olm and G. Eddy, “Entrepreneurship: 

Research in quest of a paradigm”, in D. Sexton and R. Smilor (Ed.), The Art and Science of 

Entrepreneurship (Cambridge, MA: Ballinger, 1985); and D. Sexton and R. Smilor, “Introduction” in D. 

Sexton and R. Smilor (Ed.), The Art and Science of Entrepreneurship (Cambridge, MA: Ballinger, 1985))  
11

 Id. (quoting A. Cole, “Definition of Entrepreneurship” in J. Komives (Ed.), Karl A. Bostrom Seminar in 

the Study of Enterprise (Milwaukee, WI: Center for Venture Management, 1969), 10-22, 17) 
12

 Id. (quoting R. Brockhaus and P. Horwitz, “The Psychology of the Entrepreneur” in D. Sexton and R. 

Smilor (Ed.), The Art and Science of Entrepreneurship (Cambridge, MA: Ballinger, 1985), 42-43) 
13

 Id. at 26. 
14

 W. Gartner, “A conceptual framework for describing the phenomenon of new venture creation”, 

Academy of Management Review, 10(4) (1985), 696–706. 
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Schumpeter, have added the availability of prospective entrepreneurs with the requisite 

entrepreneurial orientation (e.g., self-reliance, self-confidence and perseverance) as a 

prerequisite to effective new venture creation.
15

  

 

Acknowledging the lack of a universally accepted definition of entrepreneurship, Hessels 

did comment that “[t]here seems to be agreement . . . that entrepreneurship involves the 

creation of something new”.
16

  For Gartner, that “something new” was a “new 

organization” and he suggested that the most fruitful path for studying entrepreneurship 

was to view it as a process that includes a series of behaviors and activities intended to 

create organizations.
17

  Davidsson et al. referred to entrepreneurship as “the creation of 

new economic activity” that occurs both through the creation of new ventures and new 

economic activity of established firms.
18

  Use of the concept of “creation of new 

economic activity” includes not only the creation of new organizations championed by 

Gartner but also recognition and exploitation of opportunities, conversion of new ideas 

into innovations and even imitative behavior that is new to a firm.
19

  It is not necessary 

that the same person or entity that discovered an opportunity actually exploit that 

opportunity and entrepreneurship should be defined broadly enough to include the sale of 

opportunities to others.  For that matter, discovery of a new technology should not be a 

prerequisite to entrepreneurship with respect to that opportunity and the concept of 

entrepreneurship should include actions taken to interpret the capabilities of the 

technology so as to identify applications of the technology that eventually become the 

foundation of opportunities.   

 

All of the foregoing was taken into account by Shane and Venkataraman when they 

defined entrepreneurship as “the process by which ‘opportunities to create future goods 

and services are discovered, evaluated and exploited’”.
20

  Shane et al. highlighted several 

                                                           
15

  S. Mueller and A. Thomas, “Culture and Entrepreneurial Potential: A Nine Country Study of Locus of 

Control and Innovativeness”, Journal of Business Venturing, 16 (2000), 51-75, 53-54, 62 (citing J. 

Schumpeter, The theory of economic development (Cambridge, MA: Harvard University Press, 1934, 132). 
16

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

(Zoetermeer, The Netherlands: Scientific Analysis of Entrepreneurship and SMEs, 2008), 6 (citing P. 

Reynolds, N. Bosma, E. Autio, S. Hunt, N. De Bono, I. Servais, P. Lopez-Garcia and N. Chin, “Global 

Entrepreneurship Monitor: Data Collection Design and Implementation 1998-2003”, Small Business 

Economics, 24(3) (2005), 205-231). 
17

 W. Gartner, “’Who is an Entrepreneur?’ Is the Wrong Question”, American Journal of Small Business, 

Spring 1988, 11-32, 26.  Gardner argued that all of the different studies of entrepreneurship that can be 

identified in the field actually begin with the creation of new organizations including research on 

“psychological characteristics of entrepreneurs, sociological explanations of entrepreneurial cultures, 

economic and demographic explanations of entrepreneurial locations, etc.”.   Id. 
18

 P. Davidsson, F. Delmar and J. Wiklund, “Entrepreneurship as Growth; Growth as Entrepreneurship” in 

P. Davidsson, F. Delmar and J. Wiklund (Eds), Entrepreneurship and the Growth of Firms (Cheltenham, 

UK: Edward Elgar Publisher, 2006), 21-38, 27. 
19

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

(Zoetermeer, The Netherlands: Scientific Analysis of Entrepreneurship and SMEs, 2008), 6. 
20

 S. Shane and S. Venkataraman, “The promise of entrepreneurship as a field of research”, Academy of 

Management Review, 25(1) (2000), 217-226, 218 (as cited in S. Shane, E. Locke and C. Collins, 

“Entrepreneurial motivation”, Human Resource Management Review, 13 (2003), 257-279, 259). 
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key points that followed from using this definition.

21
  For example, the definition does 

not require that the entrepreneur be a firm founder or business owner, a common 

assumption in the research relating to entrepreneurship, and allows for the fact that new 

and innovative ideas for goods and services can come from anywhere in the 

organizational hierarchy and not just from the top, such as sales managers who develop 

new ways to market products and services to target markets.
22

  In addition, it calls for 

interpreting entrepreneurship as a “process” rather than a one-time event, action or 

decision.  For example, the decision to form and organize a new firm, while important, is 

just one of a series of actions that must be taken in order to effectively discover, evaluate 

and exploit an opportunity.  Finally, the definition recognizes that entrepreneurship is 

based on “creativity”, which can include not only uncovering new ideas and knowledge 

but also arranging resources in ways that have not been done before.  There is no 

minimum threshold of “creativity’ that must be met in order to qualify as 

entrepreneurship and, as Shane et al. pointed out, “the degree of creativity involved in 

entrepreneurship varies across the types of resource recombination that occurs”.
23

  Later, 

Oviatt and McDougall acknowledged and added to definition the definition offered by 

Shane and Venkataraman in the context of their effort to describe “international 

entrepreneurship” by referring to entrepreneurship as “the discovery, enactment, 

evaluation, and exploitation of opportunities . . . to create future goods and services”.
24

  

 

The Global Entrepreneurship Monitor (“GEM”), a partnership between London Business 

School and Babson College that has been administering a comprehensive research 

program since 1999 to produce annual assessments of national levels of entrepreneurial 

activity, broadly defines entrepreneurship to include “… 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, teams of individuals, or established 

businesses”.
25

  J.G. Burch, who has written extensively on the subject, has referred to 

entrepreneurship as the “initiation of change” and the “process of giving birth to a new 

business.”
26

  Burch has also developed a list of the following categories of innovations 

that tend to be the specific byproducts of entrepreneurial activities: introduction of a new 

product or service that is an improvement in the quality of an existing product or service; 

introduction of a new process or method that increases productivity; the opening of a new 

market, particularly an export market in a new territory; the conquest of a new source of 

supply of raw materials, half-manufactured products or alternative materials; and the 

creation of a new organization.  

 

                                                           
21

 S. Shane, E. Locke and C. Collins, “Entrepreneurial motivation”, Human Resource Management Review, 

13 (2003), 257-279, 259.  
22

 See, e.g., D. McClelland, The achieving society (Princeton, NJ: Van Nostrand, 1961) and I. Kirzner, 

Competition and Entrepreneurship (Chicago, IL: University of Chicago Press, 1973). 
23

 S. Shane, E. Locke and C. Collins, “Entrepreneurial motivation”, Human Resource Management Review, 

13 (2003), 257-279, 259. 
24

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

Internationalization”, Entrepreneurship Theory and Practice, 29(5) (2005), 537-553, 540. 
25

  For further discussion of the GEM, see the chapter on “Research in Entrepreneurship” in this Library.  
26

 J.G. Burch, Entrepreneurship (New York: John Wiley & Sons, 1986). 
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Finally, Acs and Szerb, who created the Global Entrepreneurship Development Index, 

argued that (“. . . [w]hile a generally accepted definition of entrepreneurship is lacking 

there is agreement that the concept comprises numerous dimensions . . . [t]he most 

common features of the various definitions involve unique traits, risk taking, opportunity 

recognition, motivation and exploitation, and innovation” (citations omitted)).”
27

  They 

believed that it was important to distinguish entrepreneurship from small businesses, self-

employment, craftsmanship and “usual businesses” and defined entrepreneurship as “a 

dynamic interaction or entrepreneurial attitudes, entrepreneurial activity, and 

entrepreneurial aspiration that vary across stages of economic development”.
28

  They also 

emphasized that entrepreneurship included not only individual variables but institutional 

and environmental variables as well and that consideration must be given to quality of 

entrepreneurial activity as reflected in the aspirations and skills of entrepreneurs with 

respect to commercializing innovative products and technologies, building a global 

business and creating organizations that significantly contribute to higher employment. 

 

§1:2 The entrepreneur in economic theory 

 

Acs and Virgill, while writing about the relationship between entrepreneurship and 

economic development, commented that “[t]he entrepreneur has been ignored in 

economic theory”.
29

  Others have voiced similar critiques: Cole took economists of the 

1800s to task for “overlooking the entrepreneur as a source of economic change” and 

failing to give proper notice and weight to the “disruptive, innovating energy” associated 

with entrepreneurial activities.
30

  Schumpeter referred to entrepreneurs as “sadly 

neglected”
31

; Soltow claimed that economic historians were more concerned with 

“businessmen and firms” than entrepreneurs
32

; Kirzner argued that neoclassical 

microeconomics, with its focus on “perfect” information and competition and general 

equilibrium, failed to explain how “real markets” worked and the role that entrepreneurs 

played in identifying and rectifying market imperfections.
33

 

 

Acs and Virgill described the views of several well-known economic historians and 

theorists regarding entrepreneurs.  They explained that Say saw entrepreneurs as 

“perform[ing] a specific role in the economy by coordinating other factors of production 

                                                           
27

  Z. Acs and L. Szerb, “The Global Entrepreneurship and Development Index (GEDI)” (Paper presented 

at Summer Conference 2010 on “Opening Up Innovation: Strategy, Organization and Technology”, 

Imperial College London Business School, June 2010).  For further discussion of the GEDI, see the chapter 

on “Research in Entrepreneurship” in this Guide. 
28

  Id. 
29

 Z. Acs and N. Virgill, “Entrepreneurship in Developing Countries”, Jena Economic Research Papers, No. 

2009-023, March 2009, 27. 
30

 A. Cole, “An Approach to the Study of Entrepreneurship: A Tribute to Edwin F. Gay”, The Journal of 

Economic History, 6 (Supplemental) (1946), 1-15, 3. 
31

 J. Schumpeter, “The Creative Response in Economic History”, The Journal of Economic History, 7(2) 

(1947), 149-159, 149. 
32

 J. Soltow, The Entrepreneur in Economic History, The American Economic Review, 58(2) (1968), 84-

92, 84. 
33

 Z. Acs and N. Virgill, “Entrepreneurship in Developing Countries”, Jena Economic Research Papers, No. 

2009-023, March 2009, 27 (citing and quoting I. Kirzner, “Entrepreneurial Discovery and the Competitive 

Market Process: An Austrian Approach”, Journal of Economic Literature, 35(1) (1997), 60-85). 



Entrepreneurship: A Library of Resources for Growth-Oriented Entrepreneurs (2016) 
Part I – Entrepreneurship 

7 
(i.e., labor, capital etc.) with his knowledge in order to ‘meet the demands of the final 

consumers’ and that Say recognized that entrepreneurs “assumed risks and employed 

judgment in [their] entrepreneurial activities”.
34

  Schumpeter’s interest in 

entrepreneurship is well-known and focused on entrepreneurial activity that was 

“innovative” (i.e., discovery and exploitation of new products, processes and/or markets).  

For Schumpeter, the entrepreneur thrived on risk-taking while responding to “exogenous 

shocks of new information” and also was a primary driver of development through his or 

her attempts to instigate change and “disturb” the status quo.
35

  The “Kirznerian 

entrepreneur” was important because he or she “restored a market to equilibrium” after it 

had been disrupted by previous errors made by entrepreneurs.
36

  As described by Acs and 

Virgill: “. . . disequilibrium generated new ‘profit opportunities’ . . . [and] ‘alert, 

imaginative entrepreneurs’, imbued with superior knowledge, were able to exploit these 

‘profit opportunities’ by recognizing or ‘discovering’ these errors and by taking action to 

correct the market”.
37

  The theories of both Schumpeter and Kirzner assumed, to some 

extent, that new information is not always communicated to everyone in the market 

and/or used correctly by all recipients and that these “mistakes and misallocations” 

provide opportunities for entrepreneurs.
38

 

 

§1:3 Types of entrepreneurship 
 

Entrepreneurship can take a variety of forms and a number of researchers have suggested 

that it is important to recognize different “types” of entrepreneurship when analyzing 

issues such as the characteristics of entrepreneurs, their motives for choosing 

entrepreneurship and the contributions of their entrepreneurial activities to economic 

development.
39

  The GEM researchers acknowledged that entrepreneurship is a process 

that extends over multiple phases, thus allowing opportunities for assessing the state of 

entrepreneurship in a particular society at different phases.  Four of the phases are readily 

identifiable stages of the new venture formation process and each stage has its own 

“type” of entrepreneur
40

: 

                                                           
34

 Id. at 28-29 (citing G. Koolman, “Say's Conception of the Role of the Entrepreneur”, Economica, 

38(151) (1971), 269-286). 
35

 Id. at 29 (citing J. Schumpeter, “The Creative Response in Economic History”, The Journal of Economic 

History, 7(2) (1947), 149-159; S. Shane and J. Eckhardt, “The Individual-Opportunity Nexus” in Z. Acs 

and D. Audretsch (Eds.), Handbook of Entrepreneurship Research: An Interdisciplinary Survey and 

Introduction (New York/Heidelberg: Springer, 2005), 161-191, 171; and J. Schumpeter, The Economy as a 

Whole: Seventh Chapter of The Theory of Economic Development”, Industry and Innovation, 9(1/2) 

(2002), 93-145, 97). 
36

 Id. (citing and quoting I. Kirzner, “Entrepreneurial Discovery and the Competitive Market Process: An 

Austrian Approach”, Journal of Economic Literature, 35(1) (1997), 60-85, 68). 
37

 Id. at 29-30 (citing and quoting I. Kirzner, “Entrepreneurial Discovery and the Competitive Market 

Process: An Austrian Approach”, Journal of Economic Literature, 35(1) (1997), 60-85, 71-72). 
38

 See also I. Kirzner, “Creativity and/or Alertness: A Reconsideration of the Schumpeterian Entrepreneur” 

The Review of Austrian Economics, V11(1) (1999), 5-17. 
39

  See, e.g., W. Baumol, “Entrepreneurship – Productive, Unproductive and Destructive”, Journal of 

Political Economy, 98(5) (1990), 893-921. 
40

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

Park, MA: Global Entrepreneurship Research Association, 2012).  The GEM researchers actually identified 

six phases; the four mentioned in the text and two more: “established businesses” (i.e., businesses that have 
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 Potential entrepreneurs: These are persons who see opportunities in their areas, 

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

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

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

important at this phase.  The GEM survey uses a variety of measures of 

entrepreneurial perceptions, intentions and societal attitudes including perceived 

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

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

and media attention for entrepreneurship. 

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

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

business within the next three years. 

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

establishes a new business to pursue the identified opportunities. 

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

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

and one-half years. 

 

Two other popular methods for classifying entrepreneurs are the distinctions that have 

been made between “push” and “pull” entrepreneurs
41

 and the distinctions between 

“necessity-based” and “opportunity-based” entrepreneurs.  Others, when analyzing 

conditions in transition economies, have distinguished between “proprietorship”, which 

includes situations where individuals start their own businesses to generate income to 

sustain their families when no other options are available, and “genuine 

entrepreneurship”, which is a term that describes situations where individuals start 

businesses with the goal of generating sufficient income so that a portion of it can be 

reinvested in order to underwrite business growth and development.
42

 

 

A number of researchers have focused on the existence and influence of “push/pull 

situational factors” in motivating individuals to engage in entrepreneurial activities and 

the factors identified have included the frustration of the entrepreneur with his or her 

current lifestyle, childhood influences, family environment, age, education, work history, 

                                                                                                                                                                             
been operating for more than three and one-half years, thus moving beyond “new business owner” status) 

and “discontinued businesses”, which were factored into the analysis regardless of how long they were 

operating because they are a source of experienced entrepreneurs who may start new businesses and/or use 

their expertise and experience to support other entrepreneurs (e.g., by providing financing and/or business 

advice). 

 
41

 See, e.g., R. Amit and E. Muller, “’Push’ and ‘Pull’ Entrepreneurship”, Journal of Small Business and 

Entrepreneurship, 12(4) (1995), 64-80. 
42

  R. Scase, “The Role of Small Businesses in the Economic Transformation of Eastern Europe: Real but 

Relatively Unimportant” International Small Business Journal, 16 (1997), 113-121; R. Scase, 

“Entrepreneurship and proprietorship in transition: policy implications for the SME sector”, in R. McIntyre, 

R. Dallago and B. Houndsmill (Eds.) Small and Medium Enterprises in Transitional Economies 

(Basingstoke: Palgrave Macmillan, 2003), 64-77. 
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role models and support networks.

43
  In many instances, entrepreneurs may be literally 

“pushed” into entrepreneurship, often against their wishes, by unanticipated and 

unwelcome lifecycle developments such as loss of employment, extreme dissatisfaction 

with a current job and other career setbacks.  Unfortunately, these entrepreneurs are 

frequently viewed in a somewhat negative fashion by society—“misfits” or “rejects”.
44

  

On the other hand, entrepreneurs may be “pulled” into creating a new venture by factors 

viewed more positively in most societies including training and exposure to business that 

creates interest and confidence in looking for new opportunities to exploit.
45

  Some 

researchers have viewed either a “push” or a “pull” as a prerequisite to new venture 

formation since it triggers a state of general readiness to take action once a suitable 

opportunity and the necessary resources can be identified.
46

 

 

The terms “opportunity-based” and “necessity-based” entrepreneurship have been 

popularized by their use in the GEM.
47

  The questions asked of entrepreneurs included 

seeking information about why they decided to start and grow their businesses.  

Respondents who indicated that they chose entrepreneurship to “take advantage of a 

business opportunity” or “seek better opportunities” were practicing opportunity-based 

entrepreneurship while respondents starting businesses “because [they had] no better 

choices for work” were identified as necessity-based entrepreneurs.
48

 The key 

characteristic among opportunity-based entrepreneurs is their acknowledgement that they 

made a voluntary career choice to pursue an entrepreneurial path. The GEM also 

recognizes another type of entrepreneurship, referred to as “improvement-driven”, that 

                                                           
43

 S. Mueller and A. Thomas, “Culture and Entrepreneurial Potential: A Nine Country Study of Locus of 

Control and Innovativeness”, Journal of Business Venturing, 16 (2000), 51-75, 54 (citing R. Hisrich, 

“Entrepreneurship/intrapreneurship”, American Psychologist, 45(2) (1990), 209–222; M. Martin, Managing 

technological innovation and entrepreneurship (Reston, VA: Prentice-Hall, 1984); C. Moore, 

Understanding entrepreneurial behavior: A definition and model (Proceeding of the National Academy of 

Management, 1986), 66–70; N. Krueger, “The impact of prior entrepreneurial exposure on perceptions of 

new venture feasibility and desirability”, Entrepreneurship Theory and Practice, 18(1) (1993), 5–21; S. 

Scheinberg and I. MacMillan, “An eleven country study of the motivations to start a business” in B. 

Kirchhoff, W. Long, W. McMullan, K.H. Vesper and W. Wetzel (Eds.), Frontiers of entrepreneurship 

research (Wellesley, MA: Babson College, 1988)). 
44

 R. Brockhaus, “The effect of job dissatisfaction on the decision to start a business”, Journal of Small 

Business Management, 18(1) (1980), 37–43; A. Shapero, “The displaced, uncomfortable entrepreneur”, 

Psychology Today, 9(6) (1975), 83–88; M. Kets de Vries, “The entrepreneurial personality: A person at the 

crossroads”, Journal of Management Studies, 14(1) (1977), 34–57; B. Gilad and P. Levine, “A behavioral 

model of entrepreneurial supply”, Journal of Small Business Management, 24(4) (1986), 44–53. 
45

  N. Krueger, “The impact of prior entrepreneurial exposure on perceptions of new venture feasibility and 

desirability”, Entrepreneurship Theory and Practice, 18(1) (1993), 5–21; J. Mancuso, Fun and guts: The 

entrepreneur’s philosophy (Reading, MA: Addison-Wesley, 1973); B. Gilad and P. Levine, “A behavioral 

model of entrepreneurial supply”, Journal of Small Business Management, 24(4) (1986), 44–53; S. 

Scheinberg and I. MacMillan, “An eleven country study of the motivations to start a business” in B. 

Kirchhoff, W. Long, W. McMullan, K.H. Vesper and W. Wetzel (Eds.), Frontiers of entrepreneurship 

research (Wellesley, MA: Babson College, 1988). 
46

 See also A. Shapero, “The displaced, uncomfortable entrepreneur”, Psychology Today, 9(6) (1975), 83–

88. 
47

  For further discussion of the GEM surveys, see the chapter on “Research on Entrepreneurship” in this 

Library. 
48

 For further discussion, see P. Reynolds, W. Bygrave, E. Autio, L. Cox and M. Hay, Global 

Entrepreneurship Monitor: 2002 Executive Report (London: Global Entrepreneurship Monitor, 2002), 12. 
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includes persons interested in pursuing an opportunity and who do so in order to improve 

their incomes and/or independence in their work, as opposed to “necessity”.   

 

In contrast, necessity-based entrepreneurs choose entrepreneurship only because other 

options were not available or were considered to be unsatisfactory. The term “reluctant 

entrepreneurship” is sometimes used to describe these persons and it is common to find 

that they have been pushed to start their own businesses because they have either lost the 

jobs they had with their employers or had been placed in the path of what appears to be 

an inevitable elimination of their positions.  In either instance, entrepreneurship was, at 

least initially, a means of survival.  It should be noted, however, that there appears to be 

some debate about whether problems in the overall economy that lead to increased 

unemployment will lead to higher levels of necessity-based entrepreneurship and one 

researcher has summarized the findings of various researchers as follows: “It does seem 

then that there is some disagreement in the literature on whether high unemployment acts 

to discourage self-employment because of the lack of available opportunities or 

encourage it because of the lack of viable alternatives.”
49

   

 

The GEM research confirms that it is more likely than not that persons start a new 

business in order to take advantage of a perceived business opportunity, so-called 

“opportunity entrepreneurship”; however, the existence of “necessity entrepreneurship” 

must be acknowledged and considered when researching entrepreneurship.  It is not 

surprising to find that there are differences among countries, particularly groups of 

countries with similar cultural characteristics, with regard to the prevalence of specific 

types of entrepreneurs.  For example, differences between countries with respect to the 

incidence of entrepreneurial activity have been attributed to differences in “risk 

tolerance” since there are significant variations among countries with respect to the level 

of risk (and possibility of failure) that persons are willing to assume before they start a 

new business. Even within countries, however, variations in the incidence of 

entrepreneurial activity can be seen when one looks at different characteristics such as 

age, education, industry and location.  Several studies have confirmed what would appear 

to be fairly obvious: necessity-based entrepreneurship in a country tends to decline as the 

level of economic development in that country increases and the overall business 

environment in the country stabilizes.
50

  In addition, one sees lower levels of necessity-

based entrepreneurship in “innovation-driven countries”.
51

 

 

There has been a good deal of research on the relationship between the motives and 

reasons of the entrepreneur for embarking on a business activity and the subsequent 

performance (i.e., “success”) of the entrepreneur’s business venture.
52

  Predictably, the 

                                                           
49

 D. Blanchflower, Self-Employment: More May Not Be Better (Cambridge MA: National Bureau of 

Economic Research, 2004). 
50

 See, e.g., N. Bosma and J. Levie, Global Entrepreneurship Monitor: 2009 Global Executive Report 

(London: Global Entrepreneurship Monitor, 2010). 
51

 Id. 
52

 J. Dahlqvist, P. Davidsson, and J. Wiklund, “Initial Conditions as Predictors of New Venture 

Performance: A Replication and Extension of the Cooper et al.study,” Enterprise and Innovation 

Management Studies, 1(1) (2000); F. Delmar and J. Wiklund, “The effect of small business managers' 

growth motivation on firm growth: A longitudinal study”, Entrepreneurship Theory and Practice, 32(3) 
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findings appear to be mixed.  In some instances, researchers have claimed that there is a 

positive relationship between the intentions of the entrepreneur and the growth realized 

by the entrepreneurial activity, at least when the relevant measure is employment growth; 

however, when reporting their results the researchers have also cautioned that the 

entrepreneur’s intention to grow, while relevant, is not the only factor that influences the 

performance of the entrepreneurial activities and that one needs to take into account other 

factors such as the availability of resources.
53

  A number of researchers using data from 

the GEM have found that while necessity-based entrepreneurs create jobs for themselves, 

they generally do not contribute to economic growth
54

 and, in fact, one scholar looking at 

the research work in the area has concluded that “[i]n general, studies based on GEM data 

(citations omitted) tend to view so-called necessity entrepreneurship as a more negative 

factor as far as national growth and development are concerned”.
55

  On the other hand, 

different studies have concluded that the initial reasons for launching a new business are 

not reliable indicators of whether the business will survive and, if it does, the size and/or 

rate of growth of the business.
56

  Those studies emphasize that the likelihood of success 

for an entrepreneur will be impacted by a number of other factors apart from the reasons 

for launching a new business such as the availability of capital and skilled personnel, 

governmental policies and the communications and transportation infrastructure. 

 

Welter acknowledged the utility of a dichotomy of concepts pertaining to the motivations 

for entrepreneurship such as “push/pull” and “opportunity” versus “necessity” 

entrepreneurship and the concepts of “productive” and “unproductive” entrepreneurship; 

however, he argued that one should avoid categorizing or otherwise describing ventures 

                                                                                                                                                                             
(2008), 437-457; and J. Wiklund and D. Shepherd, “Aspiring for, and achieving growth: The moderating 

role of resources and opportunities”, Journal of Management Studies, 40(8) (2003), 1919-1941.  Motives 

and goals have not been the only factor considered in these studies and researchers have also looked at 

other characteristics of entrepreneurs to see whether they might be accurate predictors of distinctive 

entrepreneurial behavior, including an orientation toward pursuing and achieving growth for their 

entrepreneurial businesses.  See, e.g., A. Cooper and W. Dunkelberg, “Entrepreneurship and Paths to 

Business Ownership”, Strategic Management Journal, 7(1) (1986), 53-68; and M. Stanworth and J. Curran, 

“Growth and Small Firm - Alternative View”, Journal of Management Studies, 13(2) (1976), 95-110. 
53

 F. Delmar and J. Wiklund, “The effect of small business managers' growth motivation on firm growth: A 

longitudinal study”, Entrepreneurship Theory and Practice, 32(3) (2008), 437-457.   
54

 A. Van Stel and D. Storey, “The link between firm births and job creation: Is there a Upas tree effect?”, 

Regional Studies, 38(8) (2004), 893-909. 
55

 F. Welter, “Entrepreneurship and development—Do we really know which entrepreneurship types 

contribute (most)?”  Strategic Entrepreneurship—The Promise for Future Entrepreneurship, Family 

Business and SME Research?, Papers presented to the Beitrage zu den Rencontres de St-Gall 2010 (St. 

Gallen: KMU-Verlag HSG, 2010) (citing Z. Acs and A. Varga, “Entrepreneurship, agglomeration and 

technological change”, Small Business Economics, 24(3) (2005), 323-334; S. Wennekers, A. van Stel, R. 

Thurik and P. Reynolds, “Nascent entrepreneurship and the level of economic development”, Small 

Business Economics, 24(3) (2005), 293-309; and P. Wong, Y. Ho and E. Autio, “Entrepreneurship, 

innovation and economic growth: Evidence from GEM data” Small Business Economics, 24 (3) (2005), 

335-350). 
56

 J. Dahlqvist, P. Davidsson, and J. Wiklund, “Initial Conditions as Predictors of New Venture 

Performance: A Replication and Extension of the Cooper et al.study,” Enterprise and Innovation 

Management Studies, 1(1) (2000); and E. Solymossy, “Push/pull motivation: Does it matter in venture 

performance?”, in P. Reynolds, W. Bygrave, N. Carter, P. Davidsson, W. Gartner, C. Mason and P. 

McDougall (Eds.), Frontiers of Entrepreneurship Research 1997, (Wellesley: Babson College, 1997), 204-

217. 
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once and for all into a single category into order to assess their contribution to economic 

development at the macro level.
57

  According to Welter, entrepreneurship must be seen as 

a “dynamic phenomenon” which is fluid and individual entrepreneurs bring their own 

previous experience and other antecedent influences to the process of launching a new 

business.  As such, it can be expected that the motivations, behaviors and contributions of 

an entrepreneur may change over time.  For example, a person may begin down the path 

of entrepreneurship driven primarily by the desire to simply “survive”, even though he or 

she may harbor personal ambitions and strategies to pursue “genuine” entrepreneurship at 

some point in the future once the immediate basic needs for self and family have been 

meant.  In the same vein, temporary “unproductive” behavior, such as acting informally 

for a time to evade legal and tax requirements that would make it too difficult to launch 

the business at all, may eventually give way to a “productive” venture that makes a 

substantial contribution to job creation and tax revenues for the state.  Welter pressed for 

recognition that a multitude of motivations and entrepreneurial behaviors may exist over 

the life of a particular venture and that the productivity of a particular venture should be 

measured by taking into account both output and behavior.
58

   

 

Wagner was especially interested in gaining a better understanding of persons falling 

within the definition of “nascent entrepreneurs”
59

, which Wagner explained by 

referencing a suggested model for the process of creating a new venture which included 

four stages (conception, gestation, infancy and adolescence) and the three transitions 

between those stages.
60

  In Wagner’s words: “The first transition begins when one or 

more persons start to commit time and resources to founding a new firm.  If they do so on 

their own, and if the new venture can be considered as an independent start-up, they are 

called nascent entrepreneurs. The second transition occurs when the gestation process is 

complete, and when the new venture either starts as an operating business, or when the 

nascent entrepreneurs abandon their effort and a stillborn happens. The third transition is 

the passage from infancy to adolescence–the fledgling new firm’s successful shift to an 

established new firm.”  Wagner’s view was that nascent entrepreneurs were important 

due to their roles as the main actors in the first two stages and transitions of the new 

venture creation process and that he was not, at least for purposes of that particular 

analysis, interested in what happened to businesses that were formed after the second 

                                                           
57

 F. Welter, Entrepreneurship and Development – Do We Really Know Which Entrepreneurship Types 

Contribute (Most)? 
58

 See A. Sauka and F. Welter, “Productive, unproductive and destructive entrepreneurship in an advanced 

transition setting: The example of Latvian small enterprises”, Empirical Entrepreneur (2007), 9. 
59

 The Panel Study of Entrepreneurial Dynamics (“PSED”) and the Global Entrepreneurship Monitor 

(GEM) both referred to a “nascent entrepreneur”, a term that was defined as “a person who is now trying to 

start a new business, who expects to be the owner or part owner of the new firm, who has been active in 

trying to start the new firm in the past 12 month, and whose start-up did not have a positive monthly cash 

flow that covers expenses and the owner-manager salaries for more than three months” [quoted from 

Wagner paper referred to in following note (citations omitted)]. 
60

 J. Wagner, Nascent Entrepreneurs, Institute for the Study of Labor, Bonn, Discussion Paper No. 1293 

(September 2004). See P. Reynolds and S. White, The Entrepreneurial Process: Economic Growth, Men, 

Women, and Minorities (Westport, Connecticut and London: Quorum Books, 1997), 6; and. P. Reynolds, 

“National panel study of U.S. business startups: Background and methodology” in J. Katz (Ed.), Data bases  

for  the  study  of  entrepreneurship (Advances  in  entrepreneurship,  firm emergence,  and  growth,  

Volume  4) (Amsterdam etc.: JAI, 2000), 153, 158ff. 
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transition or in persons who had gone through the first two stages and transitions because 

they preferred being self-employed over being an employee but were not that interested 

in trying to start and own a whole new business (i.e., persons commonly referred to as 

“latent entrepreneurs”). 

 

Wagner’s paper covered several fundamental questions about nascent entrepreneurship, 

collecting and analyzing data from various sources on each of the questions: how many 

nascent entrepreneurs are there, around the world; what do nascent entrepreneurs do; who 

are the nascent entrepreneurs; what makes a nascent entrepreneur; and what happens to 

nascent entrepreneurs and why?  He noted that information on these questions had 

improved substantially with the launch and development of the GEM, which incorporates 

reliable information on the prevalence of nascent entrepreneurship in a large number of 

countries; however, he felt that much work still needed to be done in order to understand 

the substantial differences between countries with respect to the percentage of adults 

engaged in nascent entrepreneurship and understand why people decide to become 

nascent entrepreneurs, what activities they engage in once they do and what factors are 

most important in helping them push forward into the later stages of the new venture 

creation process. 

 

Wagner bemoaned the fact that there was no “comprehensive and comparable evidence 

on the set of activities nascent entrepreneurs are involved in, and on the timing of these 

events, for a large number of countries”.  A few studies were conducted in the US, 

Norway and Canada in the 1990s and early 2000s and the most common responses by 

survey participants regarding their activities included “spending a lot of time thinking 

about starting a business”, taking classes or workshops on starting a new business, saving 

money to invest in a new business and/or investing personal funds in a new business and 

developing a model or prototype for the first product or service.
61

  Other actions included 

                                                           
61

 Wisconsin Entrepreneurial Climate Study conducted in Spring 1993 in a national pilot study for the U.S. 

done in October/November 1993 (P. Reynolds, “Who Starts New Firms?  – Preliminary Explorations of 

Firms-in-Gestation”, Small Business Economics 9 (1997), 449; P. Reynolds and S. White, The 

Entrepreneurial Process: Economic Growth, Men, Women, and Minorities (Westport, Connecticut and 

London: Quorum Books, 1997)), and in the Panel Study of Entrepreneurial Dynamics (PSED) that started 

in 1998 (P. Reynolds, “National panel study of U.S. business startups: Background and methodology” in J. 

Katz (Ed.), Data bases  for  the  study  of  entrepreneurship (Advances  in  entrepreneurship,  firm 

emergence,  and  growth,  Volume  4) (Amsterdam etc.: JAI, 2000), 153; P. Reynolds, N. Carter, W. 

Gartner, P. Greene and L. Cox, The Entrepreneur next door: Characteristics of Individuals Starting 

Companies in America.  An Executive Summary of the Panel Study of Entrepreneurial Dynamics (Kansas 

City, Missouri: Ewing Marion Kauffman Foundation, 2002); W. Gartner and N. Carter, “Entrepreneurial 

Behavior and Firm Organizing Processes” in Z. Acs and D. Audret (Eds.), Handbook of Entrepreneurship 

Research (International Handbook Series on Entrepreneurship, Volume 1) (Boston MA: Kluwer Academic 

Publishers, 2003), 195-221; P. Reynolds, N. Carter, W. Gartner and P. Greene, “The Prevalence of Nascent 

Entrepreneurs in the United States: Evidence from the Panel Study of Entrepreneurial Dynamics”, Small 

Business Economics 23 (2004), 263).  Wagner also noted additional evidence from surveys conducted in 

Norway (G. Alsos and E. Ljunggren, Does the Business Start-Up Process Differ by Gender?: A 

Longitudinal Study of Nascent Entrepreneurs (Frontiers of Entrepreneurship Research) (Wellesley, MA: 

Babson College, 1998)) and in Canada (M. Diochon, Y. Gasse, T. Menzies and D. Garand, “From 

conception to inception: Initial findings from the Canadian Study on Entrepreneurial Emergence”, 

Proceedings of the Administrative Science Association of Canada,  Entrepreneurship Division, London, 

Ontario, Volume 22 (21), 41-51. May 26-29, 2001). 
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writing an initial business plan, purchasing facilities and/or equipment, seeking financial 

support, applying for permits and/or patents and organizing a start-up management team.  

Almost all of the nascent entrepreneurs canvassed in these surveys engaged in two or 

more activities and the medium number of actions taken was seven. 

 

Wagner reported that a study of nascent entrepreneurship in the US conducted by Kim, 

Aldrich and Keister found that while financial resources were not significantly associated 

with becoming a nascent entrepreneur, there were positive relationships between the 

probability of becoming a nascent entrepreneur and several human capital variables such 

as level of education, full-time work experience, previous start-up experience, current 

self-employment, and the percentage of relatives who are entrepreneurs.
62

  Information 

collected in 2001 from 29 countries that participated in the GEM survey for that year 

indicated that higher prevalence of nascent entrepreneurship among people with certain 

personal characteristics and attitudes including being male and younger, knowing an 

entrepreneur, perceiving a good opportunity for business, having business skills, not 

being overly fearful of business failure, having higher household income and feeling 

good about the future security of the family.
63

 

 

For example, Wagner found relatively meager assessment of how nascent entrepreneurs 

fared in their efforts—did they move forward or did they stop and, if so, why—expressed 

particular concerns about fundamental methodology issues such as the time frame for 

follow up and the specification for empirical models of new venture creation process.  

The studies available at the time that Wagner wrote his paper were primarily from the 

US
64

 and among the persons evaluated in those studies one third to one half of them 

move forward to become “infant entrepreneurs” within a year following the point where 

they were first survey.  A number of the nascent entrepreneurs concluded that their ideas 

were not viable and among those who had identified a viable business opportunity the 

responses indicated that the ones who “were more aggressive in making their business 

real, acting with a greater level of intensity, and undertaking more activities” were the 

nascent entrepreneurs most like to actually launch a business.  In general, however, it was 

difficult to find a significant and consistent relationship between personal characteristics 

                                                           
62

 P. Kim, H. Aldrich and L. Keister, “If I Where Rich? The Impact of Financial and Human Capital on 

Becoming a Nascent Entrepreneur”, University of North Carolina at Chapel Hill and Ohio State University 

(draft mimeo, January 2003).  See also F. Delmar and P. Davidsson, “Where do they come from? 

Prevalence and characteristics of nascent entrepreneurs”, Entrepreneurship and Regional Development, 12 

(2000), 1 (analyzing data from Sweden using an approach similar to that adopted by P. Reynolds and S. 

White, The Entrepreneurial Process: Economic Growth, Men, Women, and Minorities (Westport, 

Connecticut and London: Quorum Books, 1997) and P. Reynolds, “Who Starts New Firms?  – Preliminary 

Explorations of Firms-in-Gestation”, Small Business Economics 9 (1997), 449) and finding a negative 

impact of age, and positive effects of being male, having self-employed parents, education, being self-

employed, and having experience in management). 
63

 P. Reynolds, S. Camp, W. Bygrave, E. Autio and M. Hay, Global  Entrepreneurship  Monitor 2001 

Summary Report (London Business School and Babson College, 2001), 32. 
64

 See e.g., N. Carter, W. Gartner and P. Reynolds, “Exploring Start-up Event Sequences”, Journal of 

Business Venturing, 11 (1996), 151 and P. Reynolds and S. White, The Entrepreneurial Process: Economic 

Growth, Men, Women, and Minorities (Westport, Connecticut and London: Quorum Books, 1997), 

Chapter 4. 
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of the nascent entrepreneurs and the ultimate outcome with respect to creation of new 

businesses. 

 

§1:4 Growth-oriented entrepreneurship 

 

Entrepreneurship is a popular topic for researchers and policymakers around the world 

and much of the work in the area does not distinguish new businesses by size or strategy.  

However, it is now widely acknowledged that a sub-class of entrepreneurs, often referred 

to as “growth-oriented entrepreneurs” or “high-growth entrepreneurs”, can be identified 

and distinguished by their aspirations relating to job creation, innovation and 

internationalization, all of which have been positively related to the economic 

development that is important to so many governments.
65

  Acs and Szerb, the creators of 

the Global Entrepreneurship and Development Index (“GEDI”), argued that international 

rankings of entrepreneurial activities in various countries should place more weight and 

importance on the amount of entrepreneurial activity directed toward innovation, high-

impact entrepreneurship and globalization  focused their research on international 

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

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

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

formal or informal venture capital, or both”.
66

    

 

As to what constitutes a “high-growth firm”, Audretsch offered several definitions.
67

  For 

example, the 2007 OECD-Eurostat Manual on Business Demography Statistics defined 

the term to include: “All enterprises with average annualized growth greater than twenty 

percent per annum, over a three-year period, and with ten or more employees at the 

beginning of the observation period. Growth is thus measured by the number of 

employees and by turnover.”  The same source explained “gazelle firms” to be “[a]ll 

enterprises up to five years old with average annualized growth greater than twenty 

percent per annum over a three-year period, and with ten or more employees at the 

beginning of the observation period.” When Delta Economics surveyed “growth 

oriented” entrepreneurs in BRICSA countries, the US and Europe, it limited its survey to 

entrepreneurs running relatively young businesses (between 2 and 10 years old) that had 

turned over a minimum of $300,000 after the second year of trading and found that 

“growth oriented” businesses shared several common features: high growth rate in 

turnover; average employment of around 25 people and expectations of doubling the size 

of the workforce within three years; high likelihood that initial financing came from self-

investment, usually from savings; some level of innovation in the way in which they 

approached their markets, product differentiation or research and development; and 
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 J. Amoros and N. Bosma, Global Entrepreneurship Monitor 2013 Global Report: Fifteen Years of 

Assessing Entrepreneurship across the Globe (2014), 37-41. 
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 Z. Acs and L. Szerb, “The Global Entrepreneurship and Development Index (GEDI)” (Paper presented at 
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international orientation..

68
  For Llisterri and Garcia-Alba, “new, dynamic ventures” in 

Latin America, Asia and Europe were “firms between three and ten years old that had 

grown to employ at least 15 workers, and no more than 100, during the study” and which 

were likely to engage in export activities and compete on innovation (i.e., offering 

differentiated products or services) rather than price.
69

   

 

As for characteristics of growth-oriented entrepreneurs, noted that there did not appear to 

be significant differences in the educational background of the founders of the dynamic 

and less dynamic companies. In most cases, they had attained high education levels and 

their college degrees had provided them with important technical knowledge, especially 

for the dynamic entrepreneurs; however, the educational system did little to transfer other 

skills necessary for successful entrepreneurship.  Dynamic entrepreneurs appeared to 

have distinctly different learning processes for entrepreneurship than their counterparts 

among the less dynamic companies.  For example, the previous work experiences of 

dynamic entrepreneurs provided significant advantages in terms of gathering information 

on business ideas and learning the skills necessary to commercialize those ideas.  In 

addition, dynamic entrepreneurs were better able to establish and mine networks of 

relationships that provided them with valuable support on such things as identifying 

business opportunities, accessing funds, forging relationships with executives at larger 

companies and obtaining access to information and non-financial resources such as raw 

materials or facilities.  Delta found that the top four drivers in motivating growth-oriented 

entrepreneurs worldwide were in order: following a dream; taking advantage of a market 

opportunity; getting autonomy over the entrepreneur’s time; and “making a lot of 

money”.
70

   While growth is an important facet of growth-oriented entrepreneurship, 

recognition has also been given to smaller firms that had opportunities to grow, and grow 

quickly, yet decided that while growth was a sign of health it was better to focus on 

“other, nonfinancial priorities as well, such as being great at what they do, creating great 

places to work, providing great service to customers, making great contributions to their 

communities and finding great ways to lead lives”.
71

  

 

§1.5 Knowledge-based entrepreneurship 

 

A topic closely related to “entrepreneurship and innovation” is “knowledge-based 

entrepreneurship”, which has been defined by Mani as “entrepreneurship in the context of 

medium and high technology industries, both in the manufacturing and service sectors as 

                                                           
68

 The Association of Chartered Certified Accountants, High-growth SMEs: understanding the leaders of 

the recovery (July 2012) (based on data and analysis provided by Delta Economics in “Challenges and 

Opportunities for Growth and Sustainability”). 
69

 J. Llisterri and J. Garcia-Alba, HGSMEs in Latin American Emerging Economies. The paper was 

prepared for “The OECD Kansas City Workshop”, Session III. “From Invention to the Market Place: 

Acquiring knowledge and intellectual assets: The interaction between large firms and small business in the 

fast growth process”. 
70

 The Association of Chartered Certified Accountants, High-growth SMEs: understanding the leaders of 

the recovery (July 2012) (based on data and analysis provided by Delta Economics in “Challenges and 

Opportunities for Growth and Sustainability”). 
71

 B. Burlingham, “Best Small Companies”, Forbes (February 8, 2016), 86. For further discussion of 

growth-oriented entrepreneurship, see the chapter on “Growth-Oriented Entrepreneurship” in this Library. 



Entrepreneurship: A Library of Resources for Growth-Oriented Entrepreneurs (2016) 
Part I – Entrepreneurship 

17 
well”.

72
  With respect to India, Mani noted that the specific industries considered to meet 

the criteria for “knowledge-based” status include chemical and chemical products, metal 

products and machinery, electrical machinery, transport equipment, communication 

services, computer-related services and research and development services.  Scholars and 

policymakers have shown a strong interest in promoting knowledge-based 

entrepreneurship, particularly in developing countries, and the GEM has identified the 

following facilitating factors or framework conditions for “knowledge-intensive 

entrepreneurship” to flourish and sustain: financial support; government policies; 

government programs; education and training; research and development transfer; 

commercial and professional infrastructure; internal market openness; access to physical 

infrastructure; cultural and social norms; and intellectual property rights protection.
73

   

 

Gupta, focusing specifically on facilitating and supporting “technology-based” 

entrepreneurship in India, suggested similar types of supporting activities, including 

creating the right environment for success (i.e., entrepreneurs should find it easy to start a 

business; ensuring that entrepreneurs have access to the right skills, both entrepreneurial 

(i.e., how to manage, finance and grow businesses) and functional (i.e., technical, product 

development, marketing, human resources, etc.); ensuring that entrepreneurs have access 

to “‘risk capital” and enabling networking and exchange so that entrepreneurs can learn 

quickly from the experiences of others.
74

  Gupta is one of many researchers who have 

used “technology-based” entrepreneurship as the point of reference and Mani has 

cautioned that knowledge-based entrepreneurship is a narrower concept focusing on 

medium- and high-technology industries.
 
 

 

§1:6 Entrepreneurship in large companies—“intrapreneurship” 

 

The term “entrepreneurial” has become synonymous with the innovative and adaptive 

qualities associated with smaller firms and larger companies have taken affirmative steps 

to integrate entrepreneurial features into their organizational structures and cultures in an 

effort to compete successfully with emerging companies launched with must fewer 

people and resources.  Some companies implemented the practice of “intrapreneurship,” 

which was first formally defined in the American Heritage Dictionary as "a person within 
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a large corporation who takes direct responsibility for turning an idea into a profitable 

finished product through assertive risk-taking and innovation". The core of 

intrapreneurship is creating opportunities for employees to be more self-directed in order 

to enable them to be more creative and innovative.  For example, companies might adopt 

programs that allow groups of employees to propose their own team projects focusing on 

new products or technologies and obtain funding and other resources for those projects.  

Other companies have formal policies allow employees to spend a specified percentage 

of the working time on developing their own business ideas.  Intrapreneurship has 

required large companies to modify their organizational structures to accommodate teams 

that work separately on new ideas as a de facto “start-up” business within the company.  

In order for intrapreneurship to be successful companies must identify and empower the 

right people, separate them from the regular bureaucracy that generally emerges as 

companies grow and mature so that they are free to develop new ideas that sometimes 

displace the company’s traditional products and technologies, and develop tangible and 

intangible rewards for intrapreneurial behavior. 

 

§1:7 Team-based venturing and entrepreneurship 
 

While a good deal of the research on entrepreneurship and entrepreneurial personalities 

assumes, at least implicitly, that there is a single actor (i.e., one “entrepreneur”), there is a 

growing interest in studying the dynamics of “team venturing”, which assumes that the 

pursuit of an entrepreneurial activity such as the creation of a new venture is done by a 

team of two or more persons acting in concert.  Researchers have observed that “[t]eam-

based entrepreneurship reduces the scarcity of resources by bringing founders with 

diverse profiles together, who also contribute a broader portfolio of technical and 

managerial knowledge and resources”.
75

  In fact, several studies have concluded that 

team-based entrepreneurship is more successful when compared to the activities overseen 

by single entrepreneurs.
76

  Additional research is required on the dynamics of team-based 

entrepreneurship, particularly given the high likelihood of conflicts among individuals 

with strong streaks of individualism and internal locus of control.  The situation becomes 

even more interesting when venturing teams include members from different countries 

with diverse cultural backgrounds.  A multi-cultural team is certainly advantageous when 

embarking on international entrepreneurship activities since it is presumably useful to 

have team members with experience and knowledge about the economic, cultural, social 
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and political environment of the countries in which the venture will be operating; 

however, cultural diversity increases the possibility of conflicts beyond that which has 

already been alluded to above.
77

 

 

§1:8 Definitions and types of entrepreneurship in developing countries 

 

Acs and Virgill observed that the term “entrepreneurship” is often used in several 

different ways when discussed in connection with developing countries.
78

  For example, 

studies of entrepreneurship in developing countries often focus explicitly and primarily 

on “small- and medium-sized enterprises” (“SMEs”).  In other cases, discussions of 

entrepreneurial activities in developing countries include persons and firms found in the 

“informal sector” as well as those engaged in “petty capitalism”.
79

  Lingelbach et al. 

noted that researchers had identified several categories of entrepreneurial firms in 

developing countries including “newly established”, “established but not growing”, 

“established but growing slowly”, “graduates of a larger size” and, a somewhat recent 

phenomenon, “new and growth-oriented firms”.
80

  

 

The distinctions between “necessity-based” and “opportunity-based” entrepreneurship are 

also frequently found in studies of entrepreneurship in developing countries.
81

  For 

example, Mani noted that it is often assumed that economic growth in developing 

countries will necessarily follow efforts to increase measured levels of entrepreneurship 

in those countries; however, he observed that “... the reality is more complicated. It is 

important to distinguish between ‘necessity entrepreneurship’ and ‘opportunity 

entrepreneurship’. In necessity entrepreneurship, one has to become an entrepreneur 

because there is no better option for the person involved, whereas opportunity 

entrepreneurship is an active choice to start a new enterprise based on the perception that 

an unexploited or underexploited business opportunity exists. Necessity entrepreneurship 

has little or no effect on economic growth while opportunity entrepreneurship has a 

positive and significant effect.”
82
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Acs and Szerb, like others

83
, observed that an understanding of entrepreneurship requires 

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

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

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

within an economy”.
84

 They explained that entrepreneurship occurs within an 

environment that is influenced by economic development and that development directly 

impacts and strengthens institutions that eventually affect characteristics that are 

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

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

incentive structures for prospective entrepreneurs.  Researchers have found evidence that 

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

“productive entrepreneurship” which, in turn, strengthens economic development.
85

  

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

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

the country has achieved a high level of innovation.
86

  The lack of institutions in many 

developing countries often results in a shortage of formal employment opportunities in 

those countries and leaves substantial portions of the population with little choice but to 

set out on own.  So-called “reluctant entrepreneurship” of this type also follows loss of 

employment, which may be caused by one of the frequent economic shocks that 

developing countries are prone to suffer.
87
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