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ABSTRACT

INFLUENCE OF FORMAL AND INFORMAL INSTITUTIONS ON
ENTREPRENEURSHIP

SHIVAM KUMAR PANDEY
2024

This study delves into how formal and informal institutions interact. Jointly influence the
growth of entrepreneurship. It is based on a framework that compares elements such, as
property rights, business freedom and financial resources with informal aspects like trust
and culture. This research demonstrates how these combined factors can either support or
impede entrepreneurship especially in rapidly expanding industries. Using a mixed
methods approach the study explores how informal institutions work alongside regulations
to either enhance or hinder entrepreneurial outcomes. The results show that the
collaboration between formal and informal institutions is crucial for fostering opportunity-
driven entrepreneurship and economic progress. This thesis advances discussions by
outlining how these institutional dynamics impact high growth entrepreneurship providing
insights for policymakers and stakeholders looking to create a conducive environment, for

entrepreneurial prosperity and economic growth.
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CHAPTER I:
INTRODUCTION: FOUNDATIONS OF INSTITUTIONAL IMPACT ON
ENTREPRENEURSHIP

1.1.  Definition and Overview of Entrepreneurship
1.1.1. Conceptualizing Entrepreneurship

Starting and managing a business, known as Fancement. Joseph Schumpeter, a
figure in entrepreneurship studies described entrepreneurs as individuals who bring about
change, in markets by introducing ideas. These innovative ideas can range from products
and production techniques to exploring markets and restructuring industries.

1.1.2. Entrepreneurial Ventures

In essence, when someone embarks on a journey their main focus is usually, on
expanding and making money by introducing ideas or addressing market challenges. These
business initiatives come in all shapes and sizes from ventures to big companies with
potential, for growth. High-growth entrepreneurship stands out as it involves ventures that
go beyond starting up quickly growing in terms of profits and job opportunities.

1.1.3. Dimensions of Entrepreneurship

Entrepreneurship can be viewed through various dimensions:

Innovation; Entrepreneurs frequently come up with ideas introducing products or
services to the market or using innovative production techniques. Innovation is considered
a factor, in standing out in an environment.

Risk taking; Engaging in entrepreneurship means facing uncertainty and the
possibility of failure, which demands courage and determination from entrepreneurs.

Proactiveness; This aspect pertains to the capability. Eagerness to capitalize on

opportunities, in the market often necessitates foresight and adaptability.



1.1.4. Different Forms of Entrepreneurship

Entrepreneurial ventures can be classified using the criteria;

Based on motivation; This covers entrepreneurship driven by necessity (push
factors). Entrepreneurship is driven by opportunity (pull factors).

In terms of innovation type; This includes improvements (incremental innovations),
versus bold entirely new ideas (radical innovations).

Considering growth prospects; This distinguishes between businesses focused on
maintaining a lifestyle, with growth projections and startups aiming for significant growth

potential.

1.2.  Economic Theories of Entrepreneurship

Entrepreneurship is a complex concept that has been considered from several
economic theories. Neoclassical economic theory explains entrepreneurship as the means
of presenting innovations that lead to economic deviations or seizing opportunities arising
from such changes (Mwatsika, 2021). This perspective underlines the role of entrepreneurs
in influencing economic progress through their innovative efforts. However, traditional
economic literature on entrepreneurship, including the works of Schumpeter, Knight, and
Kirzner, has been criticized for being idiosyncratic and challenging to generalize to broader
contexts (Foss and Klein, 2015).

The ancient roots of economic theories of entrepreneurship is traced back to
scholars like Richard Cantillon, with the formulation of the first economic concept of the
entrepreneur, placing the foundation for a significant body of economic theory on
entrepreneurship (Thornton and Brown, 2023). This historical perspective specifies
insights into how entrepreneurship has been theorized and studied over time within the

field of economics. Furthermore, the behavioral economics perspective has supported



notably to the development of new economic models and expectations in the field of
entrepreneurship (Dobryagina, 2021).

Schumpeter's work on entrepreneurship has been helpful in shaping economic
theories related to economic fluctuations and development. His concept of
entrepreneurship as a driver of economic development and change has been integrated into
broader theories of economic innovation and growth (Dmytrychenko, 2024). Additionally,
the role of entrepreneurship in organizational economics has been emphasized,
highlighting the importance of judgment in economic organization and resource allocation
(Foss et al., 2007).

The theory of entrepreneurial environments has gained importance in recent years,
stressing the collaborative relationships and networks that support several stakeholders in
fostering economic growth, entrepreneurship and innovation (Mafimisebi and Ogunsade,
2021). This perspective highlights the organized nature of entrepreneurship within broader
economic systems and the significance of encouraging environments for entrepreneurial
activities to flourish. In addition, the effect of social networks on economic growth and
entrepreneurship has been discovered, emphasizing the interconnection of entrepreneurial
activities and social relationships (Chen et al., 2018).

The growing field of entrepreneurship research seeks for a greater incorporation of
economic theories with practical applications, highlighting the need to bridge the gap
among real-world entrepreneurial practices and theoretical knowledge (Frederick and
Monsen, 2009). This integration provides valuable insights into how economic theories of
entrepreneurship inform entrepreneurial strategies and policy decisions. Additionally, the
role of innovation in entrepreneurship has been emphasized, highlighting its importance in

influencing economic performance and entrepreneurial activities (Audretsch et al., 2006).



Economic theories of entrepreneurship play a crucial role in shaping our
understanding of how entrepreneurial activities drive economic development, innovation,
and growth. From neoclassical perspectives to behavioral economics and institutional
theories, a diverse range of economic frameworks contributes to our comprehension of the
entrepreneurial phenomenon. By integrating these theories with practical applications and
policy considerations, we can enhance our ability to foster entrepreneurial ecosystems that

support sustainable economic development.

1.2.1. Knightian Economic Theory of Entrepreneurship

Entrepreneurship, which is a fundamental driver of innovation and economic
growth, has long been a focus of interest in economic theory. Knightian economic theories
of entrepreneurship, ingrained in the work of Frank Knight, underline the role of risk and
ambiguity in entrepreneurial decision-making (Nocke, 2006). Knight's theory says that
entrepreneurs are different from other economic actors in their inclination to accept
uncertainty and make critical decisions under conditions of incomplete information
(Aggarwal et al., 2013). This outlook highlights the crucial function of entrepreneurs in
traversing uncertain circumstances and taking on risks that others abstain from (Jiang and
Capra, 2018).

The Knightian view of entrepreneurship underlines the idea that entrepreneurs are
not simply risk-takers but individuals who operate in areas of true ambiguity, where
outcomes are incalculable and variable (Townsend, 2024). This distinction between risk,
which is manageable and quantifiable, and Knightian uncertainty, which is unknowable
and unquantifiable, is fundamental to belief of the unique responsibility of entrepreneurs
in the economy (Clemens and Heinemann, 2006). Knightian uncertainty questions

traditional economic models that depend on probabilistic risk assessments, emphasizing



the need for a different analytical context for the appreciation of the crux of entrepreneurial
decision-making (Ilmakunnas and Kanniainen, 2001).

In the context of Knightian uncertainty, entrepreneurship becomes a process of
venturing into the unknown, where individuals must rely on judgment, creativity, and
resourcefulness to navigate ambiguous situations (D’Andrea and Mazzoni, 2019). This
perspective aligns with the notion that entrepreneurship is inherently linked to the ability
to identify and capitalize on opportunities in environments characterized by uncertainty
(Bonilla and Cubillos, 2020). Entrepreneurs, as Knightian actors, play a critical role in
driving economic progress by taking on the challenges and uncertainties that come with
innovation and market dynamics (Sanyang and Huang, 2009).

The Knightian theory of entrepreneurship also sheds light on the relationship
between risk preferences and entrepreneurial behavior. Studies have shown that
entrepreneurs exhibit a higher tolerance for risk and ambiguity compared to non-
entrepreneurs, supporting the idea that risk-taking propensity is a defining trait of
entrepreneurial individuals (Fabel, 2004). This risk-seeking behavior, inherent in
Knightian entrepreneurship, reflects a willingness to embrace uncertainty and make
decisions under conditions of imperfect information (Townsend, 2024).

Moreover, the concept of Knightian uncertainty has implications for how we
understand the dynamics of entrepreneurial ecosystems and the factors that influence
entrepreneurial activity. Research has highlighted the role of uncertainty in shaping
entrepreneurial decision logics and the emergence of profits in entrepreneurial ventures
(Rapp and Olbrich, 2020). By acknowledging the pervasive nature of uncertainty in
entrepreneurial endeavors, scholars can better grasp the complexities of entrepreneurial

processes and outcomes (Thistoll, n.d.).



In light of the COVID-19 pandemic, the relevance of Knightian uncertainty in
entrepreneurship has become even more pronounced. The unpredictable and disruptive
nature of the crisis has underscored the challenges that entrepreneurs face in navigating
uncertain environments and making strategic decisions in the face of ambiguity (Eabrasu,
2021). This crisis has highlighted the importance of resilience, adaptability, and innovative
thinking in entrepreneurial responses to unforeseen challenges (Congregado et al., 2018).

Knightian economic theories of entrepreneurship offer a valuable lens through
which to understand the unique role of entrepreneurs in driving economic development and
innovation. By emphasizing the centrality of uncertainty, risk, and judgment in
entrepreneurial decision-making, Knightian theory provides insights into the distinct
characteristics and behaviors of entrepreneurial individuals. Understanding
entrepreneurship through the prism of Knightian uncertainty enriches our comprehension
of the complexities and nuances of entrepreneurial processes and underscores the vital
contributions of entrepreneurs to economic progress and dynamism.

1.2.2. Schumpeterian Economic Theory of Entrepreneurship

Schumpeterian economic theories of entrepreneurship have been a focal point in
economic literature, particularly due to Joseph Schumpeter's significant contributions to
the field. Schumpeter's work, notably "The Theory of Economic Development,”
distinguishes between entrepreneurship and management, emphasizing the role of
entrepreneurs as innovators (Bloch and Bhattacharya, 2016). This distinction underscores
the idea that entrepreneurship is not merely about managing existing resources but about
introducing new combinations that drive economic progress (Moige et al., 2016).
Schumpeter's theory positions entrepreneurship as a dynamic force within capitalism,
highlighting its pivotal role in fostering innovation and economic growth (Ozigbo and

Ezeaku, 2009).



Schumpeter's concept of “creative destruction™ has been central to understanding
entrepreneurship, where innovation leads to the continual creation and destruction of
economic structures (Riot, 2019). This notion aligns with the idea that entrepreneurship
involves seizing opportunities in evolving contexts of change, both technological and
institutional (Winter, 2016). Moreover, Schumpeter viewed entrepreneurs as key drivers

of economic development through their ability to introduce new products, methods,
markets, and organizations (Prasetyo and Setyadharma, 2022). This perspective
underscores the transformative power of entrepreneurship in shaping economic landscapes.

In Schumpeter's framework, entrepreneurship is closely linked to innovation, with
the process of innovation being a primary driver of economic advancement (Riandika and
Mulyani, 2020). This connection between entrepreneurship and innovation is fundamental
to Schumpeter's theory, where the actions of entrepreneurs lead to disruptive changes that
propel economies forward (Betta et al., 2010). Schumpeter's emphasis on the
entrepreneurial function as a source of economic dynamism highlights the critical role
entrepreneurs play in driving progress and development (Kleinheyer, 2021). This
perspective contrasts with traditional views that equate entrepreneurship solely with the
establishment of profitable businesses (Aladejebi, 2020).

Schumpeter's theory of entrepreneurship also extends to the concept of "social
entrepreneurship,” where innovative and sustainable models are seen as catalysts for social
development (Ebrashi, 2013). This expansion of entrepreneurship theory to encompass
social impact reflects a broader understanding of the entrepreneurial function beyond
economic realms (Qader et al., 2022). By integrating knowledge management practices and
sustainable entrepreneurship, Schumpeter's theories provide a foundation for exploring the

link between capabilities, opportunities, and organizational performance (Qader et al.,



2022). This holistic view of entrepreneurship underscores its potential to drive not only
economic growth but also social and environmental progress.

Schumpeter's entrepreneurial theories have influenced diverse areas, including the
role of entrepreneurship in addressing unemployment among youth (Aladejebi, 2020). By
signifying entrepreneurship as a pathway to solving societal challenges, Schumpeter's work

provides for the multifaceted effect of entrepreneurial activities (Aladejebi, 2020).
Moreover, Schumpeter's emphasis on innovation as a core element of entrepreneurship
supports the contemporary debate on the importance of creativity and innovation in
influencing entrepreneurial development (Juliana et al., 2021). This connection emphasizes
the permanent significance of Schumpeter's ideas in structuring entrepreneurial behaviors.

Schumpeterian economic theories of entrepreneurship provide a thorough structure
for the comprehension of the varied role of entrepreneurs in driving social change through
innovation and economic growth. By highlighting the relationship between innovation and
entrepreneurship, Schumpeter's theories focus on the transformative power of
entrepreneurial activities in structuring diverse aspects of society. From social
entrepreneurship to creative destruction, Schumpeter's insights always inform practical

applications and scholarly discussions in the field of entrepreneurship.

1.2.3. Kirznerian Economic Theory of Entrepreneurship

Entrepreneurship, a fundamental and essential component of innovation and
economic growth, has been extensively researched through the lens of Kirznerian
economic theories of entrepreneurship. Groundbreaking work on the function of the
entrepreneur in the market process has laid the basis for identifying how individuals having
entrepreneurial alertness can exploit by identifying the opportunities that others overlook

(Kirzner, 2008). This perception of entrepreneurial alertness, as defined, implies the ability



to act upon the perception of opportunities in the market that have not been previously
appreciated (Yan et al., 2018). It is this lively sense of alertness that differs successful
entrepreneurs from others in the business aspects.

Research shows that entrepreneurial alertness is relatively linked to creativity, self-
efficacy, cognitive flexibility, and creativity, all of which is essential in the entrepreneurial
process (Yu, 2023). Entrepreneurial alertness promotes individuals to expect and capitalize
on entrepreneurial opportunities, driving the development, identification, and
implementation of innovative business ventures (Sang and Lin, 2019). Additionally,
research has highlighted the intervening effects of entrepreneurial alertness on causes such
as entrepreneurial education, tendency, and intention, stressing its importance in
structuring entrepreneurial behavior (Chen et al., 2023).

Entrepreneurial alertness is not only about accepting opportunities but also about
working actively to pursue them. It serves as a rational resource that empowers
entrepreneurs to channel through the complexities of the market situations and thereafter
to formulate informed decisions (Saadat et al., 2021). This proactive perspective is further
assisted by the view that entrepreneurial alertness affects new venture performance, with
networking capabilities acting as a assisting role in interpreting alertness into tangible
results (Adomako et al., 2018). Moreover, the facilitating role of entrepreneurial alertness
in the relationship between entrepreneurial intention and personality traits highlights its
significance in shaping entrepreneurial conduct (Awwad and Al-Aseer, 2021).

From the perspective of the COVID-19 pandemic, the responsibility pertaining to
entrepreneurial alertness has gained popular attention as entrepreneurs’ cross exceptional
levels of disruption and uncertainty (Arnaut et al., 2022). Research have investigated as to
how entrepreneurial alertness interacts with aspects such as innovation behaviour, risk-

taking, and opportunity identification to guide entrepreneurial outcomes (Vu and



Nwachukwu, 2021). Additionally, the effect of entrepreneurial alertness on the success of
entrepreneurial firms highlights its significance in realizing market growth and sustainable
competitive advantage (Satar, 2024).

Entrepreneurial alertness is not a static characteristic but is enhanced and cultivated
through various means, involving entrepreneurship education, networking and social
media use (Suratman and Roostika, 2022). By advancing in developing entrepreneurial
alertness between individuals, organizations can advance a culture of adaptive
entrepreneurship and innovation (Gao, 2024). Moreover, the relationship between
entrepreneurial intentions and internal locus of control focusses on how personal
characteristics influence the level of alertness individuals demonstrate for entrepreneurial
opportunities (Wang and Huang, 2022).

Kirznerian economic theories of entrepreneurship have emphasized the important
role of entrepreneurial alertness in fostering innovation, business success and opportunity
recognition. By harnessing and understanding the power of alertness, individuals can
actively engage with the changing business environment, create value in the marketplace
and identify untapped opportunities. As research continues to explore the facets of
entrepreneurial alertness and its implications for entrepreneurial behavior, entrepreneurs,
policymakers and educators themselves influence these understandings to foster a
successful entrepreneurial ecosystem.

1.2.4 Institutional approach theories of entrepreneurship

Entrepreneurial institutions have been a hot topic in academic research as they
challenge the old mantra to focus on individual entrepreneurs, positioning recognition that
entrepreneurial activity occurs within an institutional environment. Institutional
entrepreneurship is an intentional strategy employed by entrepreneurs to impact or create

new institutional arrangements that supports their interests (Aeeni et al, 2019). This view
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does not square well with the stereotype of solo, redemptive entrepreneur that tends to be
most prominently portrayed in public discussion (Genus et al., 2021). Institutional theory
has long been used to explain why people seek and develop new organizations (Tolbert
and Hiatt, 2010), making it a good theoretical lens for understanding some of the processes
inherent in entrepreneurship.

Indeed, the application of institutional theory to entrepreneurship research has been
acknowledged as a fruitful pathway for examining the role that institutions play in shaping
entrepreneurial activities (Bruton et al., 2010). In response to this research gap, scholars
have resorted upon institutional theory as a method of casting light on the determinants of
entrepreneurship and how institutions influence business creation (Zhai and Su, 2019).
Adopting this theoretical lens permits an enhanced examination of how entrepreneurs are
able to manoeuvre and respond to their institutional environment in order to create value
and support innovation (Tracey, 2011).

In addition, according to institutional entrepreneurship involving the works of
agents that not only disturb existed social institutions or create new ones in order often
towards radical innovations diffusion across markets (Tiberius et al., 2020). Researchers
also deploy institutional theory to explore the processes of institutional change and how
this affects nascent entrepreneurial endeavours (Pacheco et al, 2010). This approach
emphasizes that entrepreneurship is not in a vacuum independent of markets and
institutional arrangements, demonstrating the importance of institutions for enabling or
restraining entrepreneurial activities (Cullen et al., 2014).

Institutional theory also provides explanations for informal sector entrepreneurship,
an area where entrepreneurs engage within such context deprived of formal institutional
support and trust (Williams and Kosta, 2019). As reported by Puffer et al. (2010),

“Institutional voids and the power of informal institutions in shaping entrepreneurial
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behavior are essential factors for understanding the complexities of entrepreneurship across
contexts”. In this context, researchers can explore how the state acts as an institutional
entrepreneur in establishing institutions underlining international entrepreneurship (Nasra
and Dacin, 2010).

Moreover, the literature explored the linkages between institutional quality (1Q)
and entrepreneurship finding mixed effects of 1Q on entrepreneurial activities as well as
productive vs. unproductive/destructive forms of entrepreneurial behaviour (Wei, 2021).
This strengthens the case for governance structures and institutional environments as
exogenous variables shaping an entrepreneurial ecosystem to a greater extent (Wei et al.,
2019). Research on the influence of institutional contexts at entrepreneurship level
revealed, for example that formal education support and appropriate state regulations are
among influential factors influencing different types and levels of entrepreneurship
activities (Wannamakok and Yonwikai, 2023).

It has also been important in investigating the legitimation processes and
microstructures that have produced social entrepreneurship as a field of practice, within
cultural environment (e.g. Littlewood and Holt, 2015). By situating entrepreneurship in the
institutional environment within which it takes place, scholars can clarify what motivates
entrepreneurs to act. This view enables researchers to investigate the role of institutional
quality in enabling or constraining entrepreneurial initiatives, providing grounds for should
impact how entrepreneurs behave (Boudreaux and Nikolaev, 2018).

In sum, the institutional lens provides a robust theoretical home for exploring the
myriad ways in which entrepreneurs interact with their surrounding institutional milieu.
Institutional theory allows a deeper understanding of how entrenched institutions either
support or stifle entrepreneurial processes, shedding light on the nuances of

entrepreneurship as it unfolds in various settings. Such approach will not only add to our
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knowledge about the behavioural dimensions of entrepreneurship but also feed into a
broader stream policy and practice that wish to create an environment where
entrepreneurship could flourish.
1.1.5. Contract theory of entrepreneurship

The contract theory explains agreements between entrepreneurs and different
interested stakeholders and sheds light on the nature and functioning of contracts.
According to Cai, it “examines suboptimal contracts in venture capital-backed nascent
entrepreneurship”. Cai studies the dynamics of contract choices by entrepreneurs and
venture capitalists and finds out about the complexity of contract decisions. The theoretical
foundation of the firm, including contracts, ownership, and entrepreneurship, in the realm
of organizational theory, is reflected in organizational constructs, such as relationships
among ownership, contracts, entrepreneurial activity, and formation of firms. Given an
economic focus, contract theory helps understand how agreements shape firms, influencing
decisions about firms’ ownership, entrepreneurship, and organization of different
structures. The theories of the public sector entrepreneurship develop in terms of contracted
relations and policy tools, assuming rational calculation and focusing on policy tools, such
as public-private partnerships. In the spectrum of influencing entrepreneurial initiatives in
the public domain, contracts exert a great influence. An entrepreneurial theory of the firm
seeks to integrate entrepreneurial processes more closely with firm-level analyses
suggesting that entrepreneurial capabilities can be purchased with a consultant’s fee. In the
theory of sustainable entrepreneurship, the social innovation long-term social contracts
guide an entrepreneur to make decisions effecting social and environmentally
responsibility. It suggests that the entrepreneur can be fitted to the definition if he or she
adjusts the agreement and is pro or contra public interest. A theoretical discussion is about

the role of contract labour in non-profit arts organizations either encourages
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entrepreneurship and organizational efficacy. In this sense, the type of labour contract
influences organizational entrepreneurship and the division of labour. Thus, the contact
theory of entrepreneurship generously allows combining three critical aspects used to
explore entrepreneurial behaviour and outcomes, organization and agreements.

1.1.6. Entrepreneurship in endogenous growth theory

As D’Andrea and Mazzoni (2019) explain that the endogenous growth theory of
entrepreneurship has provided a significant shift towards greater understanding about what
drives economic development by focussing more on knowledge spillovers, innovation and
human capital investment to promote sustained prosperity in an economy. As a result of
the focus on entrepreneurial activities it is best to place entrepreneurship in growth models
(Omer, 2023) and this theoretical framework has been proposed by Romer and Lucas
(2019) with concept that entrepreneurships are main vision for long-term economic
progress. Knowledge spillovers, as described further in the theory section of this article
below are inherently linked to collective entrepreneurship and hence economic
development with a particular focus on how universities facilitate knowledge dissimilation
and innovation as per Leyden and Link (2017).

Subsequent empirical research has been consistent with the fundamental tenets of
endogenous growth theory and established a strong role of entrepreneurship as well human
capital in driving economic growth (Proenca and Soukiazis, 2022). Researchers have
explored how entrepreneurial activities contribute to technological progress and economic
development by differentiating between inventors and innovators in the endogenous-
growth model (Acs and Sanders, 2015). In addition, strategic entrepreneurship based on
the theory of knowledge spillovers has been identified as a potential theoretical framework

that might capture endogenous growth effects combined with knowledge externalities and
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dynamics of entrepreneurial activity in the form of regional growth differentials (Huggins
and Thompson, 2015).

This perception of knowledge commercialization as an economic driver also fits
well with the key principles behind endogenous growth theory labelling those investments
in increased general learning result to automatic advantages for this economy (Kubic¢kova
et al., 2012). According to this view, the transformative role of entrepreneurship is in
deploying its knowledge assets as an engine for economic growth and innovation (Tasnim
and Afzal, 2018). The knowledge spillover theory of entrepreneurship elaborates on this
story and highlights the production, dissemination and commercialization role
entrepreneurs play in these processes (Henrekson and Roine, 2007).

To study the relationship between entrepreneurship and economic growth,
researchers used instrumental variable models to account for endogeneity problems when
drawing causal relationships from entrepreneurial activities on overall economic
performance (Trevisan and Ghio, 2014). Research has long pointed to the diverse, net
gainful effects of enterprising undertakings (Gallouj, 2017), by understanding
entrepreneurship as a driver for growth in addition to an economic development. In
particular, the finance-entrepreneurship-growth nexus in terms of endogenous growth
theory also significantly highlights financial resources flows and entrepreneurship
activities that all contribute to sustainable economic development (Caiazza et al., 2016).

One of the essential apparatuses to comprehend, how knowledge creation and
diffusion promotes economic growth in the long run has been through investigating this
phenomenon from a knowledge spillover theory of entrepreneurship model (Audretsch et
al., 2020). Research has been done using entrepreneurship education, social network and
sustainable innovation perspectives on the impact of entrepreneurial attitudes and policy

towards both Entrepreneurial Intention behaviour or effective economy (Yang, 2022). The
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importance of entrepreneurship to sustainable development goals speaks for the
transformative nature that entrepreneurial activities can have on societal challenges and
inclusive growth (Braunerhjelm et al., 2015)

So, we conclude the endogenous growth theory of entrepreneurship presents a
complete picture in terms of linking factor like human capital and knowledge spillover
highest values which encourage sustainability through innovation driven entrepreneurial
activities. Drawing from a wide breadth of areas and data both qualitative and quantitative,
researchers have built our theoretical toolbox when it comes to elucidating the role of
entrepreneurship in economic growth, innovation, and societal well-being.

1.1.7. Institutional Theory of Entrepreneurship

At the nexus of economic institutions and entrepreneurial behaviours, innovation
in income opportunities has long been a focus both for institutional economics theory
generally but also within theories about entrepreneurship. This supports the idea that
different types of Formal and informal institutions matter in the two directions discussed
by Pacheco et al. (2010) when it comes to constraints and enabling conditions for
entrepreneurial actions (at a certain level) within each specific economic context.

Based on prior works, we have positioned 4 institutional economics dimensions
that advocate a basic framework to understand how knowledge institutions stimulate
entrepreneurship (which affects directly the process of economic development) Aparicio
et al. Researchers have focused on the effects of formal institutions on both informal as
well in part mode start up activity either way revealing some significant institutional
influence shaping these entrepreneurial outcomes (Qosja et al., 2020).

Overshadowed by the popular industrial policy theories, a more recent market-
based approach has developed primarily in reaction to the earlier developmentalist policies

grounded on import substitution of labor protection paradigms that culminated in mixed
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results (Tomes and Eicher, 1997). It explicitly highlights the way institutions mediate risk-
taking, profit generation and entrepreneurial competition; aspects that cumulatively
influence how an economy of entrepreneurship is created (Prasetyo et al., 2022).

In one conceptual model, the spirit of social entrepreneurship has been incorporated
to new institutional economic theory and a framework where leading companies still have
innovative ownership rights on factor markets but are driven by sustainability measures
was developed (Ebner, 2005). In this line, by consolidating the field of social
entrepreneurship with institutional frameworks researchers can obtain a more robust view
on how various kinds of environment institutions might be able to foster sustainable
economic development via entrepreneurial activities (Urbano et al., 2018).

There is also an institutional approach to entrepreneurship research, in which
institutions are considered as important factors explaining variations in entrepreneurial
behavior and mechanisms through which they affect economic growth (McMullen, 2011).
By studying the nexus among entrepreneurship, institutions and economic development
(Giorno, 2024), scholars seek to understand which types of governance arrangements
influence inclusive economic growth together with entrepreneurial activities in different
institutional contexts.

The synergy of social entrepreneurship and institutions is considered very critical
in providing comprehensive sustainable regional security, reflecting on how institutional
environments play a significant role as the reformers to encourage productive
entrepreneurships likewise human experiments for economic growth (Prasetyo et al.,
2021). This research exposes the pivotal positions that institutional capabilities and social
entrepreneurship could play to spearhead business opportunities as well as boost including

competitiveness (Raimi, 2023).
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Institutional theory has provided a perspective to study the interplay of institutions
and entrepreneurship in economic development (Wei, 2021). This process seeks to recover
how institutional inducements — such as government subsidies and entrepreneurial risk-
taking by an institutional entrepreneur base involving encouraged ambulatory are just some
of the ways in which development prospects have been introduced into different forms.
(Thornton and Brown, 2023).

The core objective of entrepreneurship development programs, based on the
theoretical underpinnings from human capital theory, institutional theory and innovation
society as well as social structural theories seems to be knowledge transfer along with skills
transference for individuals/firms not only access but deploy these into tangible
entrepreneurial ventures (Bjgrnskov and Foss, 2009). This holistic approach to
entrepreneurial ecosystems provides an institutional perspective on the complex systems
of entrepreneurship that supports sustainable venture creation (Wulandari, 2023).

To sum up, institutional economic theory of entrepreneurship presents a coherent
framework to fathom the interaction between economic institutions, entrepreneurial
activities and development. The process of investigation highlights the impact that
institutions can have on entrepreneurial actions, innovation and overall economic
development; therefore, researchers could be able to elucidate why some institutional
environments are more fruitful than others in terms of shaping superior results associated
with entrepreneurship driving in a sustainable way such progress.

1.1.8. Comares- Business, Neoclassical Economic Growth Theory of
Entrepreneurship

The most fundamental growth theory in this context is the neoclassical economic

growth and development, which gives a basic structure to think about such competitive

forces spurring on innovation by examining key aspects including labor, capital technology

18



and Labour (Petrakis et al., 2019). Central to the neoclassical economic theory, this
approach determinates that capital and technology — not so much entrepreneurship as such
— is what leads a country from underdevelopment (Rahman and Fatima, 2011). Literature
suggest that neoclassical economists have not recognized the fact that economic
development outside of technological and capital improvement may only be due to
entrepreneurial work (Kostic et al., 2018).

Central to the neoclassical growth model is that savings, investment in physical and
human capital, and innovation are engines of economic growth (Schlégl and Sumner,
2020). The theory concentrates on allocative and productive efficiency leading to economic
growth under static market equilibrium framework (Audretsch and Link, 2011). According
to Ben, (2019), neoclassical growth theory emphasizes the accessibility and use of
productive factor inputs for explanation of the economic dynamics over time. The theory
also stresses the determinants of capital accumulation and technological progress as forces
that propel economic growth (Zhang, 2017).

Although traditional neoclassical economics has considered physical capital as the
major contributor to economic growth, more recent work on entrepreneurship in this
framework is now emerging (Sekmen, 2019). Entrepreneurship is an increasingly
important driver not only of the creation and growth of macroeconomic activity, but also
in direct combination with innovation (effectuation) has resulted as a catalyst for economic
transformation exploitation since Schumpeter's time. Yet the neoclassical economic theory
of entrepreneurship has been notoriously sketchy, tending to treat entrepreneurship as a
residual (Mahadea, 2013).

The Production function, creation of capital and technological progress is studied
under the neo-classical-growth-theory which has served to influence our insight into

expansion (Audretsch and Keilbach, 2006). However, this theory has been criticised for its
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unrealistic assumptions and a lack of treatment of dynamic economic processes such as
entrepreneurial activities or innovation (Caplan, 1999). Although, neoclassical economics
offer good insight when discussing aspects such as savings and capital accumulation or
technology greater attention has been given to recognizing the need for entrepreneurs a
more explicit way of introducing an entrepreneur into economic growth models (Selim,
2021).

To sum up, the neoclassical economic growth theory of entrepreneurship provides
an insight to what makes societies develop economically through factors like capital
accumulation, technological advancement and efficiency. Although entrepreneurship is
traditionally seen as a simple mechanism for economic growth, it also has to be recognised
that factors such self-employment and new business formations are endogenous effects
which follow the innovational behaviours empowered through neoclassical competition
strategies. Including entrepreneurship more explicitly in neoclassical economic models can
therefore complete this picture, helping to better understand the dynamics of development
and growth.

1.1.9. The Resource-Based View and the Institutionalist Approach to
Entrepreneurship

The resource-based institutional theory of entrepreneurship draws from
entrepreneurial insights in the two theories; it seeks to explain how institutions and
availability of resources condition entrepreneur activities and outcomes at country level.
From this theoretical perspective, resources and institutions are crucial in influencing the
behavior of entrepreneurs as well as driving innovation and economic development.

Alvarez and Busenitz (2001) provide an important reference in considering
resource-based theory and entrepreneurship together. In this regard the study also

highlights how resource-based theory connects with an investigation of entrepreneurship,
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while focusing on innovativeness and hence help to enrich knowledge boundaries for one
field and answer some key questions posed in another. This study provides a more nuanced
account on the influence of resources upon entrepreneurial outcomes, by exploring its
interaction with entrepreneurial activity in relation to enterprise success.

Among other most directly related to it is the study of Peters et al., (2011) that deals
with institutional entrepreneurship capabilities in interorganizational sustainable supply
chain strategies. This study contributes to the extant entrepreneurship literature by
elucidating why institutional entrepreneurs mobilize resources, in line with existing work
on resource-based institutional theory of entrepreneurship (Howell, 2021). Adding to this
the Institutional Entrepreneurship perspective, which underscores economic resources, as
a seminal factor that have significant impact of entrepreneurial initiatives.

In addition, the work of Stephan et al. (2014) examines the power of institutions
and social entrepreneurship, focusing on institutional voids, institutional support as well as
their permutations in influencing on entrepreneurial practices. By developing this point,
the study implies that future contributions to comparative entrepreneurship can be
enhanced by integrating institutional theory with research in within its resource-based
views and highlighting how any motivation mechanism intuitions is embedded in
considerations of resources as well as fate.

Moreover, Nikolaou et al. showed that LVESV decreased after RFCA in patients
with chronic atrial fibrillation due to AVNRT/AVRT without structural heart disease and
found no significant relationship between the amount of procedure-induced intracardiac air
trapping and late-contrast MRI characteristics. Kalla (2018) compounds institutional and
resource-based disciplinary insights for understanding the motivational incentives of
ecopreneurs. This research makes a major contribution by providing an analytical

framework to explain the eco-perineurial value that is derived from institutional and
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resource-based perspective considering motives leading entrepreneurs toward ecopreneur
ship orientations.

To sum up, the resource-based institutional theory of entrepreneurship provides a
broad context in which to examine both how resources and institutions influence
entrepreneurial actions and economic outcomes. Studying how resource availability,
institutional frameworks and entrepreneurial activities interplay will thus provide a better
understanding of what structures effect entrepreneurship outcomes in general as well of
economic development.

1.1.10. Endogenous growth theory and entrepreneurship

It has been explained by the Endogenous growth theory of entrepreneurship that
economic growth is motivated not really through external influences like in this instance,
however interior driven factors (Independent Variable) This theory gives importance to
knowledge, innovation and human capital as primary source of growth with
entrepreneurship acting key in the due process. According to the endogenous growth
theory, entrepreneurs have a key role in turning knowledge and innovation into economic
growth. Entrepreneurs discover and prove business model, create new products or services;
improve processes which improves productivity resulting in economic growth. This view
is reinforced by the analytical framework of endogenous growth where entrepreneurial
activity has been emphasized as a key driver for innovation and economic development
(Audretsch, 2007), which contrasts with the traditional measures focussing only in
resources-based intensive inputs.

Kouakou Omer's research emphasizes on the importance of human capital in
entrepreneurship where he suggests that education and training are very essential to build
entrepreneurial competencies. This is consistent with the view of endogenous growth

theory, which argues that investment in human capital boosts innovations and hastens
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economic expansion (Omer, 2023). Similarly, Ehrlich et al. highlight the key
intermediating role played by human capital and knowledge spillovers in fostering
entrepreneurship that subsequently leads to economic growth (Ehrlich, Li and Liu, 2017).
Huggins and Thompson show that place-specific endogenous growth theory differs in
regard to regional features whilst local entrepreneurial ecosystems and networks are crucial
for the persistency of innovation feature as a means of economic development. It has been
argued that regions with strong entrepreneurial networks grow faster since the knowledge
(Huggins and Thompson, 2017) and resources are defined more efficiently (Huggins and
Thomspon, 2015).

In addition to this, the work of Buheji shows how it is crucial for encouraging both
a partnership entrepreneurship that an entrepreneurial ecosystem is structured in a manner
which can leverage on good policies and infrastructure facilities, since unlocking credit
alone will not necessarily aid the economy as such paths lack innovation. These traits and
skills are crucial for converting inherent entrepreneurial potentials into the actual economic
ifs as perceived by endogenous growth theory (Buheji, 2018) Buheji, M. This theory has
several limitations and challenges as well. This is the case of Blazeski, who points out that
their research reinforces this line and corroborates with it by highlighting external factors
are pivotal for defining endogenous forces in local entrepreneurial activities inferring
economic growth (Brustolin, Pinzeta and Vier, 2022). This implies that when we chess it
from the angle of entrepreneurship and growth, a broader perspective must be employed
S0 as to cater for both internal and external issues (Sanders, 2007).

To conclude, Endogenous Growth Theory of the Entrepreneurship presents us a
view that internal factors such as human capital, innovation and entrepreneurial ecosystems
play crucial role in expanding economic system. The transformation of knowledge into

economic value, is facilitated by the work entrepreneurs carry out. The theory is important
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because it provides us with a useful model for understanding what drives growth dynamics,
while recognizing the interaction between endogenous and exogenous forces to shape an
entrepreneurial outcome (Sergiy Shvets, 2021). The responses of these various studies
converge well and demonstrate the non-unitary nature of entrepreneurship and how it
works, why its effects are what they appear to be on economic development; supporting
further efforts needed in creating environments supportive for innovation and
entrepreneurial activity.

1.1.11. The entrepreneurial regulatory capture perspective

Regulatory frameworks that establish the boundaries under which firms in a market
operate help ensure low levels of rent-seeking behaviour and other forms if cronyism, yet
also create an opportunity for leading enterprises to regulate entrepreneurial payoffs.
According to this theory, existing firms can influence regulatory organizations creating
barriers for new competitors capturing the market and diminishing entrepreneurial action.
De Chiara and Schwarz address how regulatory capture can affect the market by distorting
its equilibrium point with a set of regulations favouring incumbents rather than entrants.
Many well-known examples of this behaviour include lobbying or other forms of legalized
corruption that tend to make regulations unnecessarily cumbersome and so expensive that
startups decide not being created (Tai, 2014; Chiara and Schwarz, 2021).

Mundula and Sabrina go on to delve deeper into the role of regulatory capture in
shaping innovation. Critics contend that regulations, once captured, tend to become less
flexible and responsive to progress in technology — an evolution process limiting the entry
of innovative startups into the market. This selectively creates an atmosphere that gives the
edge to well-rooted firms with significant resources and all strengths of manoeuvring or
manipulating these regulations in a way which disregard the level playing field, hence

lowering overall innovation levels within (Mundula and Auci, 2019). Carrigan and
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Coglianese offer a much greater telling of regulatory capture by writing that it often
materializes when the entrusted organizations have close ties to what they regulate. This
dynamic can give rise to a regulatory climate conducive of incumbent angels that could
result in huge barriers for potential new entrants. This inhibits competition, they argue, and
full-service provisioning services typically offered by only a few firms may limit the
diversity of business models and ideas in the market (Carrigan and Coglianese, 2016).

The study by Agrell and Gautier only serves to strengthen this belief, as it explains
how market operations can become more inefficient in the presence of regulatory capture.
Agrell and Gautier (2017) provide an argument that regulations intended to protect
established firms can result in a loss of optimal resource allocation whereby individuals
are deterred from entering the market due either to perceived or actual barriers. And then,
Walters gets into the consequences of regulatory capture on policymaking itself — where
policies are potentially set in stone just like weed and feed get mixed together as we all
collude our way to a beautiful round cookie-cutter lawn. The vicious cycle is often hard to
break, since incumbent firms typically have the resources and power needed to keep the
status quo in place. Ni extends the literature on regulatory capture by focusing on its effect
upon market competition.

Regulatory capture will revert to protectionism due to newly entrants cannot
compete fairly as the favour of regulation has been set up by incumbent firms (Ni, 2011).
Gmeiner and Etzioni, on the other hand, emphasize some of those potential remedies to
regulatory capture. They contend that by improving transparency in the regulatory process
and insulating regulators from industry influence, we can create fairer opportunities for
entrepreneurs. In so doing, they can possibly decrease the risk of capture and enhance

competition and innovation in different market (Gmeiner 2018; Amitai Etzioni 2009).
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Overall, the theory of regulatory capture and entrepreneurship highlights how new
market entrants are put at a disadvantage politically in an industry where incumbent firms
affect regulation. Although the theory provides no empirical evidence, it does lead to a call
for regulatory reform that encourages transparency and independence in creating
competitive markets with dynamic entrepreneurship.

1.1.12. The Gibrat Law of Entrepreneurship

The immense and almost universally accepted Gibrat’s Law (or the Law of
Proportionate Effect) states that growth rates are independent from size. One of the most
extensively studied applied contexts for this principle has been entrepreneurship,
specifically concerning whether small and large firms that grow at similar rates dominate
different phases in business development and economic growth. However, studies
examining Gibrat’s Law in entrepreneurship have reported contradictory results due to the
underlying dynamic nature of business growth. Guerzoni, Riso and Vivarelli investigate
the relevance of Gibrat’s Law or SMEs. According to their research Gibrat's Law is valid
in some industries, but it fails elsewhere: where conditions of the market and firm specific
play a more significant role. (Guerzoni, Riso and Vivarelli 2024; Guerzoni et al., 2023)

In other words, the law applies when X as well, but it does not hold if not (X)
assuming that this external condition is provided and, also, when you control by innovation
capacity or how the management made. Kizilarslan and Zuhal (2020) take a further step in
exploring the law on new ventures growth patterns. Their results indicate that, contrary to
Gibrat's law, growth is indeed random since newborns and dwarfs are more likely than the
giants among economic entities. The reason for this deviation is that; it rises from the more
flexible and adaptable structure of smaller businesses, they reach niche markets better than
large enterprises and can innovate faster (Zuhal, 2024). This indicates that Gibrat's Law,

although a useful theoretical organising principle and internal benchmarking device for
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growth of enterprises in medtech companies, may be incomplete reflection of
entrepreneural dynamics as they grow especially quickly evolving sector. Gridtner and
Marques (2007) add a complementary perspective by looking at the importance of
technological innovation for long-run firm growth. They say that technologies will compel
a much more bi-modal growth track with many smaller, quicker growing companies
grabbing substantial share from incumbents due to superior technology integration
capabilities. This technological edge can result in growth rates different from the
predictions of Gibrat’s law, showing that innovation matters as a source for
entrepreneurial-based economy (Dominguez et al., 2021).

This conclusion is consistent with Aydogan and Donduran (2019) who underscored
that agglomeration economies depend on market conditions and competitive pressures in
determining firm growth. For the highly competitive markets, those can be investigated as
smaller firms may have higher growth due to being able to respond quickly to market
changes and utilizing their advantages such as customer cost efficiency and focus
(Grudtner and Marques, 2020; Aydogan and Donduran, 2019). The findings by Hedija and
Fiala on firm growth across forms of economic activity also present a challenge to Gibrat’s
Law. They identify significant country level effects related to sector-specifics such as
regulatory environment and access of capital, which tend take the growth onto corners
contrary from what is predicted by the law. This emphasises the need to take into account
industry specific dynamics when assessing whether Gibrat's law acts in entrepreneurship-
specific environments (Hedija and Fiala, 2019). Krasnigi and Lajqis (2019) entrepreneurial
ecosystem research indicates that external support mechanisms in the form of government
policies, financial incentives have a significant influence on firm growth. These are said to

generate forces which support or conflict with years of age organization growth and in turn
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has implications for the consistency of Gibrat's Law across different environments
(Krasnigi and Lajgis, 2018).

Finally, Bouchard and Rousseliere also discuss the social and cooperative aspects
of entrepreneurship pointing out that this could substitute for a theory in which growth may
diverge from conventional patterns with collective business models. These models
frequently foreground resource sharing and group expansion, causing them to perform
growth pathways (that tested the points suggested by Gibrat's law) exacerbates this
tendency. We conclude that while Gibrat's Law serves as a basic theory of firm growth,
multiple factors such as size, the characteristics of this sector and some industries enable
for only constrained application to entrepreneurship where technological innovation is
driving it like in case with nascent. Taken together, these findings underscore the need for
a more nuanced view across multiple facets of entrepreneurship growth dynamics —
relying on both internal and outward-facing elements affecting new venture sustainability.
1.1.13. Jovanovic's Learning Theory on entrepreneurship

According to Jovanovic's Learning Theory on entrepreneurship, entrepreneurs
learn about their own capacity and feasibility of business idea by process or trial and error.
Entrepreneurial theory instead advocates that entrepreneurs begin under uncertainty about
their own abilities and the market, like a Bayesian updating where they learn more
information as time continues with respect to how well their businesses are performing.
We learn for the decision to carry on, scale or sell what they have. This theory is confirmed
through a host of studies illustrating the dynamic process inherent in entrepreneurship and
how learning plays into successful venture building.

For instance, Minniti et al. the value of learning among entrepreneurs, with an
emphasis on the observation that over time 8entrepreneurs apply new information and

experience to adjust or refine methods (Minniti et al., 201) This follows Jovanovic's belief
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that learning is an important part of the formation of a successful entrepreneur. Further,
Thompson and Illes describe that entrepreneurs experience uncertainty, as well they need
to use learning to respond business environment complexities (Neil Aaron Thompson and
Illes., 2020). The uncertainty is a central aspect of Jovanovic's model: entrepreneurs are
learning about their own efficiency as an entrepreneur and the response of the market to
their goods or services over time.

In addition, Howell's research underscores that another important aspect of learning
includes the way that entrepreneurs adapt their business models and strategies in response
to market feedback (Howell, 2021). While this kind of feedback and completion-deviation
link gives a functional orientation to Jovanovic's theory, the part that links learning or
adaptation is key in several dimensions for entrepreneurial success. Petkova also examines
the learning part and how it builds entrepreneur self-assurance and sense of capability,
which are critical factor in making a proper business decision (Petkova, 2008). This view
is a nice complement to Jovanovic's theory, which points towards the impact of learning
on an entrepreneur being able to accurately assess both their own abilities and that of
potential ventures.

Nonetheless, several studies suggest that there are limitations and challenges in how
things are going on with the learning process in entrepreneurship; A common perspective
regarding cognitive biases is that they can lead to entrepreneurs interpreting feedback
inaccurately or overestimating their skills, making learning a flawed process. For instance,
Rae and Wang highlight how cognitive biases could impair an entrepreneur from actually
using the feedback received (Rae and Wang, 2015). This indicates that learning is always
important but not easy and may be confounded with factors of subjectivity. They
demonstrate that entrepreneurial learning is social and cultural with the implication that it

does not take place only in isolation, but as a product of interaction between individual
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experience and activity on one hand, with other entrepreneurs or members of host society
respectively to contribute to Ecosystem (Byrne and Toutain, 2012). This lens on learning
in entrepreneurship makes the theory of Jovanovic, though theoretically accurate at some
level appears overly simplistic and woefully inadequate.

Coming full circle, Jovanovic's Learning Theory serves as a building block for
explaining how entrepreneurs gain knowledge and expand their managerial skills through
experience. The theory is supported by empirical findings which emphasize learning in
dealing with uncertainty and how it can lead to entrepreneurial success. Nevertheless, it is
equally essential to factor the likely constraints and exogenous forces that contribute
significantly towards either frustrating learning in entrepreneurship. This prevailing theory
in Jovanovic continues to be a useful perspective on the nature of entrepreneurship as
dynamic and changing across time.

1.1.14. Institutional theory approaches of Entrepreneurship

Institutional theory on entrepreneurship, with its questioning of the traditional focus
just upon individuals in our research stream but instead looking at a more general level
onto all aspects that surrounds an entrepreneur while he or she is active, within such
manners theoretical approaches has grown and have been intellectually attractive to both
researchers and entrepreneurs. Institutional entrepreneurship works when entrepreneurs
can both manipulate and establish institutional arrangements to benefit their personal
interests (Aeeni et al., 2019). This way of thinking questions the maverick, hero-
entrepreneur image portrayed lavishly through mainstream talk (Genus et al., 2021). Much
of what we know when it comes to intimate behaviour can be tied back directly to
institutional theory, given that this field provides a lens through which important
entrepreneurial metrics are analysed — such as the conditions under which new

organizations organically emerge (Tolbert and Hiatt, 2010).
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Institutional theory in entrepreneurship research has been recognized as a
promising way to study the connection between institutions and entrepreneurship (Bruton,
et al., 2010). Institutional theory has emerged as an important tool for scholars to explain
the determinants of entrepreneurship and how institutions influence individual-level
entrepreneurial decisions (Zhai and Su, 2019). This theory provides the theoretical basis
for understanding how entrepreneurs influence their institutional environment to contribute
value and aid innovation (Tracey, 2011).

Institutional entrepreneurship additionally and importantly encompasses a number
of activities that agents undertake in order to disrupt existing social institutions or establish
new ones which are mainly needed for radical innovations to be diffused within markets
(Tiberius et al., 2020). Particularly by drawing upon institutional theory, researchers can
explore how formal institutions are changed and actor understanding of these changes
influence entrepreneurial efforts (Pacheco et al., 2010). One way to view this is through
the market—institutional innovation nexus, focusing on how institutions influence
entrepreneurs in markets (Cullen et al., 2014).

Informal sector entrepreneurship: Institutional theory also provides an
understanding of the characteristics and activities associated with informal sector
entrepreneurs as well where there is scarcity or absence of formal institutional support and
trust (Williams and Kosta, 2019). In addition to illegitimate entrepreneurship, it is also
important for researchers and practitioners working in the field of entrepreneurship to
understand how institutional voids have given rise to a particular aspect or version of
formal as well as informal institutions that can influence entrepreneurial activity (Puffer et
al., 2010)—whether they will be firms created at low scale using crowd resource-sharing
platforms where cyber-cartels are pervasive. Analysing the institutional arrangements that

further international entrepreneurship allows researchers to demonstrate how states behave
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as institutional entrepreneurs thus shaping place-specific frameworks for transnational
entrepreneurial activities (Nasra and Dacin, 2010).

Also, interest regarding the relationship between entrepreneurship and institutional
quality has grown in recent studies raising concerns on how good institutions can spur
productive entrepreneurial behaviour while preventing unproductive or even destructive
forms of entrepreneurship (Wei, 2021). These results contribute to the literature on
entrepreneurial development by stressing that governance and institutional environments
play a key role in establishing an environment which is complementary for promoting
entrepreneurship (Wei et al., 2019). This research on the role of institutional contexts sheds
light on how some dimensions such as educational support and regulatory frameworks in
institutions can affect both prevalence or nature of entrepreneurial activities (Wannamakok
and Yonwikai, 2023).

Institutional theory has also been of a particularly influential base for the
exploration of social entrepreneurship in certain contexts exposing the processes and
microstructures that enable this distinct field practice to emerge (Littlewood and Holt,
2015). Researchers might be able to better understand the drivers of entrepreneurial action
(Hanoteau, and Vial, 2020), but also deepen our knowledge about institutions and how
those may shape entrepreneurship. This perspective opens the door for a differentiated
examination of how institutional quality enables or hampers entrepreneurship, giving rise
to different facets of entrepreneurial behaviour (Boudreaux and Nikolaev, 2018).

In sum, the institutional approach to entrepreneurship provides a comprehensive
theoretical structure for analysing how entrepreneurs and their actual or potential activities
reinforce or disrupt the constraints on behaviour present in institutions. Institutions of
course are understood as enabling or constraining entrepreneurs and by applying

institutional theory, we gain insights into the processes that guide entrepreneurship ‘in
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action’ across contexts. This not only advances entrepreneurship theory but also guides
policy and practice directed at creating an environment favourable to the onset of
entrepreneurial activity.

1.3. Institutions and Entrepreneurship

Institutions and entrepreneurship have appeared as a crucial area of study, directing
on how entrepreneurial activities and institutions act together to drive development and
economic growth (Proenca and Soukiazis, 2022). This perspective highlights the
consequence of institutional frameworks in shaping entrepreneurial behavior and their
outcomes. Besides, the knowledge spillover theory of entrepreneurship has presented a
new lens through which to realize how knowledge flows affect economic performance and
entrepreneurial activities (Bjgrnskov and Foss, 2016).

The association between economic growth and entrepreneurship has been a
essential theme in entrepreneurship research, with studies representing that
entrepreneurship is a significant driver of employment, innovation and productivity
growth, in so doing causing significant social development and economic (Talmage and
Gassert, 2020). This view supports the idea that entrepreneurship stimulates performances
a essential role in formation of the economic landscape and economic progress. Moreover,
the role of human capital in entrepreneurship has been emphasized, highlighting the
importance of knowledge and skills in influencing local economic growth (Hisrich et al.,
2007).

Entrepreneurship has been viewed as a source of employment, economic growth,
and innovation, fostering competition and economic flexibility within markets (Mahoney
and Michael, 2005). This perspective positions entrepreneurship as a dynamic force that
drives economic activities and shapes market dynamics. Furthermore, the subjectivist

theory of entrepreneurship has been proposed, aiming to provide a comprehensive
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understanding of how entrepreneurship functions at individual, firm, and macroeconomic
levels (Gallouj, 2017).

The role of institutions, in entrepreneurship is significant. They have an impact on
shaping the landscape by establishing both formal rules (like laws and regulations) and
informal norms (such as cultural values and social norms) that guide entrepreneurial
endeavors. These institutions influence the feasibility and attractiveness of
entrepreneurship in different ways. For instance, formal institutions like government
policies, property rights, and regulatory frameworks create an economic environment that
either supports or restricts activities. On the hand informal institutions such, as values,
norms, and cultures shape entrepreneurial behavior by determining what is socially
acceptable or discouraged. For example, societies that view failure as a learning experience
tend to encourage entrepreneurial initiatives and foster innovation.

1.3.1. Definition and Overview of Formal Institutions

In the world of growing business ventures, the impact of established rules and
customs, on aspiring entrepreneurs is significant. Formal institutions consist of written
regulations that govern how individuals and organizations behave in society providing an
environment for entrepreneurship to thrive. On the other hand, informal institutions include
social norms and traditions that influence entrepreneurial behavior.

Understanding how formal and informal institutions interact is crucial for educators
studying high-growth entrepreneurship dynamics. Legal systems, property rights, and
regulations are examples of institutions that create a playing field for businesses to compete
and innovate. These structures build trust reduce uncertainty and safeguard entrepreneurs'
rights fostering an environment for endeavors.

Conversely, informal institutions like connections, cultural practices, and levels of

trust also play a vital role, in shaping high-growth entrepreneurship. Institutions play arole,
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in shaping the attitudes, behaviors, and relationships of entrepreneurs impacting their
access to resources ability to form partnerships, and navigation of the challenges involved
in starting and expanding a business. Understanding the institutions that form the
foundation of ecosystems can offer valuable insights into what drives or hinders high-
growth entrepreneurship in specific settings.

When examining institutions about entrepreneurship one can gain an understanding
of how rules, norms, and behaviors interact within entrepreneurial ecosystems. This
knowledge can inform research, policy-making, and educational initiatives aimed at
fostering and supporting high-growth entrepreneurship across contexts. Recognizing the
significance of both informal institutions in influencing outcomes allows entrepreneurs to
contribute to a more holistic understanding of the elements that lead to success and
innovation within the realm of entrepreneurship.

1.3.2. Definition and Overview of Informal Institutions

Informal institutions play a role, in the world of entrepreneurship alongside
structures like laws and government policies. These informal setups consist of norms, rules,
and social connections that influence how entrepreneurs make decisions and behave.
Rooted deeply in society's culture these institutions can greatly impact the success or failure
of business ventures.

A key aspect of institutions is their ability to complement structures by filling in
gaps. While formal systems provide a framework for business operations informal
networks offer guidance on navigating cultural nuances not covered by laws. For instance,
mentorship from individuals and collaboration with entrepreneurs can offer crucial support
to high-growth ventures aiding them in overcoming obstacles and seizing opportunities.

Moreover, informal institutions are essential for building trust and fostering

cooperation among entrepreneurs. In societies personal relationships and social ties play a
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role in business interactions. Entrepreneurs who have connections, within their
communities can leverage these bonds to access resources establish partnerships, and
secure backing.

The importance of trust and mutual reciprocity holds value, for growing businesses
functioning in competitive or uncertain markets. Informal systems also impact the mindsets
and actions of entrepreneurs influencing how they handle risks develop strategies and make
decisions. For instance in societies where failure is frowned upon entrepreneurs might be
hesitant to take risks or explore concepts. Conversely, in environments that celebrate
creativity and entrepreneurial spirit, individuals are more likely to embark on ventures and
challenge existing norms. Recognizing these traditions and expectations is vital for
entrepreneurs aiming to excel in evolving business landscapes.

In summary, informal institutions play a role in shaping the environment and
influencing the achievements of rapidly expanding businesses. By grasping and utilizing
the regulations, norms, and social connections that guide conduct, one can acquire valuable
insights into the intricate relationship between formal and informal institutions that foster
innovation and economic progress. By delving into understanding institutions' definition
and scope we can uncover fresh possibilities, for cooperation, exploration, and policy

formulation directed at bolstering high-growth entrepreneurship on a global scale.

1.4.  Importance of Institutions in Entrepreneurship

In the realm of entrepreneurship, the pivotal role played by institutions cannot be
emphasized enough. Both formal and informal institutions have an impact on shaping the
landscape. They offer the structure and assistance for entrepreneurs to flourish and achieve
success in their endeavors. In this section, we will explore the role that institutions play in

high-growth entrepreneurship. How they impact the success of entrepreneurs.
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Formal institutions, such as government regulations, legal frameworks, and
financial establishments establish the framework and consistency for entrepreneurs to
function effectively. These institutions define the rules of engagement. Provide
entrepreneurs with an environment to conduct their business activities. Without institutions
in place, entrepreneurs may encounter uncertainty and risks that could impede their
progress and achievements. Hence high growth entrepreneurship must have a institutional
foundation.

Conversely, informal institutions like customs, networks, and cultural values also
wield influence, in entrepreneurship. These institutions shape the behavior and decisions
of entrepreneurs significantly.

Informal systems offer entrepreneurs assets like connections and trust which are
key, to their success. Therefore recognizing the significance of systems is essential for
creating an environment for thriving entrepreneurship. Additionally, the collaboration
between formal and informal systems is vital for fostering entrepreneurship. While formal
systems establish the regulatory framework, informal systems assist entrepreneurs in
navigating the intricacies of the business landscape. For instance, robust social networks
can grant entrepreneurs access to resources and opportunities not easily obtained through
channels. Thus a harmonious relationship between informal systems is critical for nurturing
entrepreneurship.

In summary, institutions play a role in fostering entrepreneurship by providing the
necessary structure, assistance, and resources for entrepreneurs to thrive. Formal
institutions establish the rules of engagement while informal institutions influence the
behavior and decisions of entrepreneurs. The interplay between informal institutions is

crucial in establishing an enabling environment for flourishing entrepreneurship.
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Therefore, policymakers, educators, and industry experts must comprehend the

significance of institutions in cultivating an ecosystem, for entrepreneurship.

1.5. Research Problem

The impact of both informal institutions, on the growth of entrepreneurship is a
complex issue deeply rooted in how regulatory frameworks, cultural norms, and economic
development stages interact in various countries. Formal institutions, like regulations and
economic freedom, shape the landscape by either supporting or impeding business
ventures. On the other hand, informal institutions such as norms and trust among
entrepreneurial teams have a significant influence on entrepreneurial activities and their
outcomes. This intricate relationship is further complicated by how these institutions affect
developed versus developing countries and the specific challenges related to gender
imbalances and shadow economies. Studies suggest that while formal institutions like
freedom and supportive policies can boost intrapreneurship and new venture performance
their impact is greatly influenced by a country's level of development as well as informal
institutions such as media attention and fear of failure (Urbano, Orozco and Turro, 2023)
(Xingqun Lv et al., 2023). Additionally the interplay between informal institutions—Ilike
trust among teams and societal norms—is crucial, in determining the success of new
ventures (Ferreira et al., 2023). In developing nations, informal institutions appear to have
an impact, on entrepreneurship compared to ones indicating the importance of
understanding institutional effects in a nuanced way (Klarita Gérxhani and Cichocki,
2023). The presence of a shadow economy highlights the conflict between informal
institutions, where differences in how individuals view institutions versus their informal
counterparts can lead to increased participation in informal economic activities impacting

well-being and adherence to formal regulations (Oluwakemi Igiebor, 2023). Gender
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disparities in leadership demonstrate how informal institutional traditions can undermine
policies aimed at promoting gender equality thus hindering women's advancement in
entrepreneurship (Erhardt, 2022). Moreover, the sustainability of entrepreneurship is
affected by constraints like corruption and financial access with barriers presenting
significant obstacles to growth (Venancio and Chowdhury, 2022). The specific institutional
requirements, for fostering entrepreneurship differ based on a country's status indicating
that the need for institutions to support growth are not universally applicable (Pereira,
Herminio and Bruno Brand&o Fischer, 2022).

After entrepreneurs face setbacks how they bounce back is influenced by a mix of
government rules and societal norms. This shows that knowing how institutions shape
entrepreneurship goes beyond starting. Moreover, the impact of systems varies throughout
the entrepreneurial journey — while poor market regulations limit business ventures weak
state structures might aid certain stages of entrepreneurship. To put it simply the interplay,
between laws and cultural practices in growing businesses is a complex matter that
demands a deep understanding of how rules, traditions, and economic progress intertwine.
This insight is key, to crafting policies and actions that can boost entrepreneurship in

settings.

1.6.  Purpose of Research

The main goal of this study is to investigate and clarify the relationships, between
formal and informal institutions and how they collectively impact the growth of
entrepreneurial ventures. This research aims to fill gaps in knowledge while offering
practical insights for policymakers, entrepreneurs, and economic developers. The specific

objectives of this study include:
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1.6.1. Understanding the Role and Impact of Formal Institutions

Regulatory Frameworks; Investigate how formal institutions such, as laws,
regulations, and government policies either facilitate or impede endeavors with a focus on
their development, implementation, and enforcement.

International Disparities; Explore how variations in these institutions across
countries impact the rates and levels of success achieved by entrepreneurs.

1.6.2. Delve into the Influence of Informal Institutions

Cultural Norms and Values; Study how institutions encompassing values, social
norms, and unwritten guidelines affect entrepreneurial activities by either supporting or
hindering entrepreneurial drive and risk-taking.

Social Connections; Analyze the impact of networks and the significance of capital
in enabling or limiting access to essential resources, for enterpreneurship.

1.6.3. Exploring the Interaction Between Institutions

Analyzing Collaboration and Conflict; This study intends to examine the
conflicting interactions between formal (laws, regulations) and informal (cultural norms,
social networks) institutions and their effects on entrepreneurship. Understanding these
interactions is vital for determining how institutional frameworks can be shaped or adjusted
to support entrepreneurship.

The main aim of this study is to analyze and comprehend the functions of both
informal institutions in shaping entrepreneurship within socio-economic contexts. This
investigation seeks to address gaps in existing research by conducting an empirical and
theoretical examination of how diverse institutional frameworks influence the success and
sustainability of entrepreneurs. The specific purpose of this study are as follows;

1.6.4. Formulate Recommendations for Action
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Policy Suggestions; Develop recommendations for policymakers based on research
findings to establish institutional frameworks that foster high-growth entrepreneurship.

Strategic Guidance for Entrepreneurs; Provide entrepreneurs with advice on
navigating environments highlighting strategies to capitalize on both formal and informal
institutions effectively.
1.6.5. Assessing Effects on Entrepreneurial Results

Examining Impact on Entrepreneurial Activity; The research will evaluate how
different institutional configurations influence outcomes such as start-up rates, scalability,
and sustainability. This will involve comparing contexts to understand how similar
institutions may lead to varying results based on local adaptations and engagements with
informal systems.
1.6.6. Contribute to Academic Theory and Practice

Guiding Policy Making and Implementation; By examining the ways, in which
formal and informal institutions influence entrepreneurship this study aims to provide
insights that policymakers can utilize to shape more effective economic and entrepreneurial
strategies. Additionally, it will equip entrepreneurs and business leaders with a
comprehension of the obstacles and opportunities they may face in different regions.
1.6.7. ldentifying Global and Local Significance

Connecting Global and Local Perspectives; Recognizing the importance of its
discoveries this study strives to bridge the divide between theories and local applications.
It will investigate how patterns in institutional progression impact local entrepreneurial
endeavors and reciprocally foster a profound understanding of globalizations influence, on

entrepreneurship.
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1.7.  Significance of the Study

The importance of this study lies in its exploration of how both formal and informal
institutions impact entrepreneurship. This research holds significance in today's landscape,
where fostering innovative and rapidly growing businesses is essential, for long-term
economic growth and competitiveness. The study aims to make contributions in the
following areas discussed below.

1.7.1. Deepening Understanding of Institutional Influence

Comprehensive Analysis; By combining insights from institutional theory with
entrepreneurship research this study enhances our comprehension of how different
institutional frameworks affect entrepreneurial endeavors. This is especially noteworthy
given the sometimes conflicting ways regulations and informal customs shape business
environments.

1.7.2. Guiding Policy Development and Institutional Frameworks

Policy Recommendations; The conclusions drawn from this research are
anticipated to offer evidence-based guidance for policymakers looking to enhance the
business environment to support high-growth entrepreneurship. This holds relevance, for
emerging economies aiming to boost growth and employment opportunities through
entrepreneurial initiatives.

Best Institutional Practices; By pinpointing structures from diverse global contexts
the study will present models of effective practices that can be tailored to suit varying
cultural and economic conditions.

1.7.3. Promoting Economic Growth and Innovation

Encouraging Economic Variety; Exploring how both formal and informal systems

either support or impede achievements can assist in encouraging entrepreneurs, especially

in economies overly dependent, on a few industries or resources.
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Nurturing Innovation Networks; Understanding the structures that promote
innovation can aid in creating environments that foster new concepts and technologies
essential for ensuring term economic stability.

1.7.4. Tackling Global and Local Issues

Global Significance; Considering the reach of business and technology
comprehending the impact of institutions in one area can have reaching effects worldwide
particularly as businesses expand their operations internationally.

Local Influence; Locally this analysis can help pinpoint challenges or facilitators
within individual countries or regions offering tailored approaches to enhance the
entrepreneurial landscape.

1.7.5. Advancements in Theory

Theoretical Progression; This study aims to advance frameworks connecting theory
with entrepreneurship leading to a deeper and more nuanced understanding of these
dynamics. This could open up avenues for exploration and theoretical advancements in
spheres.

Cross-Disciplinary Perspective; By bridging disciplines this research contributes to
an outlook on economic phenomena promoting the exchange of ideas and methodologies,

across economics, sociology, business studies, and political science.

1.8. Research Questions

1. What is the influence of institutions on starting a new business?

2. What is the influence of institutions on starting a new business that create substantial
employment opportunities?

3. What is the influence of institutions on starting traditional family business?
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CHAPTER II:
REVIEW OF LITERATURE

2.1.  Theoretical Framework

In the field of entrepreneurship, Institutional Theory offers a framework, for
understanding how the wider socio-economic environment influences the behavior of
individuals and organizations. Douglas North, a figure in this area defines institutions as
the rules that shape human interactions. In entrepreneurship, these rules can have an impact
on identifying and seizing opportunities. Regulatory institutions encompass laws and
regulations that can either support or hinder entrepreneurial activities. Normative
institutions involve norms and values that influence behaviors related to entrepreneurship
such as attitudes towards risk-taking and innovation. Cognitive institutions are shared
beliefs that shape our understanding of reality including knowledge, about market
opportunities and business strategies.
2.2. A Review of Previous studies on the Relationship Between Formal and
Informal Institutions
2.2.1. Interaction Dynamics

The interaction dynamics between formal and informal institutions are intricate.
Can either complement each other or create conflicts. Researchers have delved into how
these interactions impact aspects of entrepreneurship such as the establishment of ventures
their growth and innovation.

For example;

a) Complementarity; In settings strong formal institutions (clearly defined property
rights) work hand in hand with robust informal institutions (like trust and social networks)

leading to accelerated entrepreneurial growth and sustainable business practices.
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b) Contradiction; On the flip side informal institutions may clash with
formal ones in some scenarios. This is evident when widespread corruption
undermines processes resulting in inefficiencies and higher costs for entrepreneurs
navigating the business environment.

2.2.2. Empirical studies

Empirical studies have highlighted the importance of these interactions.

For example, Aidis, Estrin, and Mickiewicz (2008) shed light on how
institutional disparities can impact drives and opportunities— in transitioning
economies where formal institutional changes do not always align with deeply
rooted informal customs. Similarly, Bruton, Ahlstrom, and Li (2010) discuss how
formal institutions, in emerging markets can offset the impacts of informal
institutions to support entrepreneurial endeavors.

2.2.3. Variations Across Sectors and Regions

Research has also shown that the effects of interactions, within
organizations can differ depending on the industry and location. For example,
Manolova, Eunni, and Gyoshev (2008) discovered that in developing economies
how individuals perceive their surroundings greatly impacts their aspirations for
growth. Dana and Wright (2009) investigate how in areas where formal institutions
are not well developed informal institutions play a role, in fostering
entrepreneurship occasionally resulting in unique business practices that work

around strict formal environments.

2.3.  The Objective Behind the Literature Review
In today's world of entrepreneurship, there is a growing focus on the role of

institutions, whether informal or formal, because they influence entrepreneurial
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endeavors (Aparicio et al., 2016). Scholars have emphasized institutional elements' impact
on creating chances for starting businesses and promoting development. (Stephan et al.,
2014). The interplay between formal institutions, such as property rights and business
freedom, and informal institutions, like cultural norms and social expectations, has been
the subject of extensive study (Fuentelsaz et al., 2015).

A comprehensive perspective is essential to comprehending how formal and
informal institutions impact the growth of entrepreneurship. It is necessary to examine how
institutional gaps, institutional assistance, and institutional structures interact to either
support or hinder entrepreneurial initiatives (Webb et al., 2019). Equally important is the
nuanced examination of the relationship between formal and informal institutions,
considering how they can align or diverge in guiding entrepreneurial activities (Fuentelsaz
et al., 2019). Furthermore, informal institutions, particularly culture, play a contingent role

in shaping the outcomes of entrepreneurial initiatives (Ghura et al., 2017).

2.4.  Theoretical Background on Institutions and Entrepreneurship

In the realm of institutions and entrepreneurship, there has been an evolution, in
perspectives. Initially, entrepreneurship was perceived by institutions primarily focusing
on the characteristics of the entrepreneur (Audretsch, 2023). However recent studies
emphasize the interconnectedness between entrepreneurship and institutions proposing a
relationship where entrepreneurship can influence environments (Minochkina, 2022).
Institutional entrepreneurship emerges as a tool for nurturing a knowledge-based society
highlighting the importance of innovation and creativity for prosperity (Gehman, Sharma,
and Beveridge, 2021). New Institutional Economics (NIE) and Austrian Economics (AE)
underscore the role of institutions in either facilitating or impeding entrepreneurship and

economic development advocating for a perspective on institutions and entrepreneurial
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foundations (Burns and Fuller, 2020). Research also showcases the impact of both
informal institutions on economic and social performance with entrepreneurial
endeavors serving as mediators in this dynamic relationship (Ferreira et al., 2023).

Understanding the significance of institutions in fostering entrepreneurship
IS paramount. These institutions can be broadly categorized as formal and informal
entities that each contribute to shaping economic endeavors. Formal institutions
encompass organizations, legal systems, and governmental bodies that lay down
the foundation for interactions (Walter and Block, 2016).

Informal institutions, such as norms, cultural beliefs, and unwritten rules
play a role in shaping community behavior and expectations (Gawel and Minska-
Struzik, 2023). Studies have underscored the importance of theory in exploring the
link between institutions and entrepreneurship. According to this perspective, both
formal and informal institutions create the backdrop for endeavors. This framework
highlights how entrepreneurs navigate constraints and opportunities while pursuing
business ventures (Bruton et al., 2010).

Moreover, institutional theory underscores the concept that individuals or
organizations actively work to establish, modify, or remove institutions to support
their initiatives (Pacheco et al., 2010). Entrepreneurs demonstrate their ability to
adapt to and influence their surroundings by navigating pressures (Pacheco et al.,
2010).

Theoretical perspectives that focus on how institutional contexts shape
behaviors illuminate the connection between institutions and entrepreneurship.
Studies suggest that gaps or deficiencies within institutions can spur individuals to

pursue activities in response to needs (Estrin et al., 2011).
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Moreover, the impact of institutions, like law enforcement and property rights
safeguarding influences the scope and nature of endeavors in a given environment (Nair
and Njolomole, 2020). The theoretical basis on institutions and entrepreneurship
emphasizes the relationship between institutions and entrepreneurial endeavors. Through
referencing research theorists and entrepreneurship specialists can gain insights into how

institutional settings shape actions and outcomes.

2.4.1. Impact of Formal Institutions on Entrepreneurship

The influence of institutions on the growth of businesses is a critical area of study
involving an analysis of the regulations, laws, and economic policies that impact
entrepreneurship. Formal structures like frameworks and property rights play a role in
shaping the landscape for entrepreneurial activities. Clear property rights provide
entrepreneurs with the assurance to invest in long-term projects and innovative initiatives.
With defined and enforced property rights entrepreneurs feel more confident to engage in
ventures that require investments knowing that their assets are secure. This spur innovation.
Also creates a favorable environment for attracting external investors and partners thereby
supporting the expansion efforts of enterprises.

Furthermore, a regulatory framework that promotes business freedom and
minimizes bureaucratic obstacles can have an impact on entrepreneurship. Simplified
regulations and administrative procedures allow entrepreneurs to concentrate on the
aspects of their ventures nurturing an atmosphere, of innovation and growth. By lowering
entry barriers and operational hurdles formal institutions can encourage endeavors leading

to increased growth and job opportunities.
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Numerous research studies have explored how these institutions influence
the development of ventures highlighting how regulations and supportive systems
can either facilitate or impede endeavors.

Government regulations, laws, and economic strategies play a role, in
shaping the landscape as pointed out by Williamson (2009). Legal frameworks and
regulations establish the guidelines within which entrepreneurs operate providing a
framework for business activities (Williams and Horodnic, 2015). These
regulations set by governments and regulatory bodies create an environment for
initiatives that drive progress and success (Adomako et al., 2015).

Studies on entrepreneurship have shown an interest in the impact of
regulations and support systems on fostering business growth. The research
underscores the importance of institutions that empower entrepreneurs to function
(Chappell and Waylen, 2013). Additionally support systems offering resources,
mentorship, and financial assistance have nurtured businesses. Spurred innovation
within communities (Williams and Horodnic, 2015).

The formal institutional landscape and the interplay of state capabilities
influence the nature of entrepreneurship in different countries — whether it is geared
towards growth or sustenance (Ault and Spicer, 2022). Institutions such as
universities and venture capital firms shape entrepreneurship by providing
resources, networks, and assistance that enable entrepreneurs to expand beyond
markets and institutional barriers (Webb, Khoury and Hitt, 2019).

Researchers have found that the rules and regulations play a role in either
supporting or hindering activities by investigating how formal institutions interact
with entrepreneurship. The impact of institutions such as safeguarding property

rights enforcing contract law and maintaining regulations has influenced the
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chances of high growth businesses to establish and thrive (Weiss et al., 2019). Moreover,
studies have emphasized the significance of a framework that promotes endeavors and
encourages risk taking and innovation (Campero and Kaiser, 2013).

In essence the influence of institutions on the success of burgeoning businesses
underscores the relationship between regulations, legal frameworks, economic strategies,
and outcomes for entrepreneurs. Through examining institutions and their impact on
fostering high growth ventures experts can provide insights for decision makers,

professionals and business owners looking to navigate the realm of entrepreneurship.

2.4.2. Influence of Informal Institutions on Entrepreneurship

It's not rules and laws that drive entrepreneurship; informal systems also play a
crucial role in shaping the entrepreneurial environment. These informal systems, which
include norms, cultural values, and community networks can profoundly influence the
behavior and decisions of entrepreneurs looking for growth opportunities.

One keyway in which informal systems affect entrepreneurship is through their
impact on risk-taking and innovation. In societies, there are established norms and values
that either promote or discourage risk-taking. These attitudes toward risk can significantly
shape entrepreneurs' readiness to pursue ventures and explore concepts.

Moreover, informal systems also have an impact on the networks and relationships
that entrepreneurs rely on for guidance, support, and access to resources. Entrepreneurs
may find support systems and access to business prospects in tightly knit communities or

cultures that prioritize social connections.
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Understanding how informal institutions influence high-growth
entrepreneurship can offer insights for policymakers and business leaders aiming
to cultivate thriving environments.

By understanding and utilising the impact of institutions we can create
inclusive and supportive environments for high-growth ventures to prosper
(Chowdhury, Audretsch and Belitski, 2018).

Exploring the influence of institutions on emerging business initiatives
involves examining factors, societal norms, and the importance of social
connections in shaping entrepreneurial efforts. Experts have delved into how these
intangible elements can foster or hinder motivation and business growth by
studying the frameworks underpinning environments.

Cultural factors and societal expectations play a role in determining how
entrepreneurs act and achieve success. The unwritten norms embedded in cultures
and traditions can impact entrepreneurs’ decision-making processes, willingness to
take risks and the methods they employ for innovation (Sarfati, 2019). Societal
beliefs regarding entrepreneurship, including attitudes towards failure and
achievement, significantly influence individuals' eagerness to pursue endeavours
(Williams and Kosta 2019). Social relationships and trust — often referred to as
capital — have also been identified as determinants of entrepreneurial success by
facilitating access to resources, knowledge, and opportunities (Thornton and
Brown, 2023).

Entrepreneurs engaging in politics can boost their perceived status and gain
resources, making it easier to enter markets with solid commitment. This highlights

how informal systems impact entrepreneurship (Li et al., 2021).
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Informal structures also play a role in shaping activities. While some cultural
practices and social networks can foster an ecosystem, unwritten norms may hinder
business growth and scalability (Wei, 2021). For instance, informal systems filling gaps
left by institutions can provide opportunities for entrepreneurs but also present challenges
due to regulatory uncertainties and market volatility (Williams and Krasnigi, 2018). The
extent of the mismatch between formal and informal systems influences the prevalence of
entrepreneurship within a context (Mat et al., 2022).

Studies have demonstrated that unwritten social norms can significantly support
entrepreneurship among groups like entrepreneurs (Henley, 2016). These informal
influences can inspire individuals to venture into business endeavors, empowering them to
challenge norms and seek out prospects (Silwal et al., 2022). However, there may be a lack
of encouragement for pursuits without established alternative support systems,
underscoring the importance of an institutional framework for fostering entrepreneurship
(Gawel, 2023).

In brief, the influence of frameworks on business creation underscores the interplay
between cultural, societal, and relational factors that shape entrepreneurial settings. By
examining how informal structures can either bolster or hinder initiatives, researchers can
gain insights into the nuanced mechanisms propelling ventures and devise strategies for

fostering an entrepreneurial ecosystem.

2.4.3. Interplay Between Formal and Informal Institutions

The interaction between formal and informal institutions shapes various societal
and economic outcomes, as demonstrated by recent research conducted in diverse contexts.

Formal institutions, which consist of laws, regulations and governance systems and
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informal institutions like norms, trust and social networks interact in ways that impact
economic growth, innovation, regulatory compliance, and the underground economy.
Studies suggest that the harmony or discord between individuals' perceptions of institutions
and informal norms can significantly influence their engagement in the shadow economy.
Building relationships with institutions promotes adherence to regulations, emphasizing
the need to consider formal and informal institutions when addressing economic and social
challenges (Gérxhani and Cichocki, 2023). Additionally, the COVID-19 pandemic
highlighted those countries with cultures that faced infection rates. However, effective
formal institutions have helped mitigate the effects of individualism on public health
outcomes (Bitar et al., 2022). Integrating knowledge within infrastructure projects,
leveraging a blend of mechanisms such as reward systems with elements like project
culture and trust, has been identified as crucial for success (Biersteker and Marrewijk,
2023).

The relationship between trust and regional governance impacts growth in regions
(Muringani, 2022). Additionally, the quality of institutions seems to have an inverse
relationship with the size of the economy, indicating that enhancing formal structures could
potentially reduce informal economic activities (Ozer, 2022). The synergy between
awareness and formal and informal institutions can be crucial in promoting female
representation on corporate boards, underscoring its significance in advancing gender
equality (Clark, Arora and Gabaldon, 2021). In Eastern European nations, certain informal
institutions hinder innovation performance while others, such as creativity, have an impact
(Godlewska, 2021). Global companies must navigate the complexities of institutions when
expanding into markets, as it can lead to strategic adjustments on multiple fronts (Pelto and
Karhu, 2021). The evolution of innovation systems in developed areas underscores the

importance of considering the dynamic interplay between formal and informal institutions
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rather than focusing solely on one aspect (Marques and Morgan, 2021). Lastly, an
examination of the Asian Growth Paradox through the lens of informal institutions reveals
varying interaction patterns across countries that challenge existing frameworks for
explaining growth dynamics (Chung and Kim, 2021).

Studies have underscored the critical role played by the interaction between
informal institutions in various fields and locations. The connection between formal and
informal systems significantly influences the advancement of high-growth
entrepreneurship. Researchers have explored how entrepreneurial environments are shaped
by studying how these two types of institutions work together and their combined impact
on initiatives.

Formal frameworks such as regulations and laws in entrepreneurship set the
foundation for business activities, while informal aspects like norms and social behaviors
determine how entrepreneurs conduct their operations (Tracey, 2011). Integrating these
elements in environments affects entrepreneurs’ opportunities and challenges (Tracey,
2011). This dynamic interplay can fuel endeavors through synergies and create obstacles
that hinder business growth (Tracey, 2011).

Studies investigating the interaction between institutions have highlighted the
importance of understanding how these systems collaborate or clash in shaping outcomes.
When formal and informal institutions align harmoniously, they can create an environment
for business ventures where clear regulations and societal support work together to promote
high-growth businesses. Conversely, conflicting formal and informal institutions may lead
to barriers and uncertainties that hinder efforts to expand initiatives.

Formal establishments set the rules for business operations, while informal setups
influence the context in which entrepreneurs operate. When these systems align, they can

create a setting that encourages creativity, risk-taking, and expansion in ventures.
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Conflicting demands from these systems can present hurdles in adhering to rules and
meeting standards, impacting businesses' growth opportunities (Wei, 2021).

To sum up, the interaction between institutions plays a part in promoting
entrepreneurship. Understanding how these setups cooperate and affect efforts provides
insight into the factors shaping environments. Delving into the influence of institutions
offers insights for policymakers, experts and entrepreneurs aiming to foster a supportive

environment for entrepreneurial success.

2.4.4. Regional Variations and Comparative Studies

Differences in how institutions impact entrepreneurship in regions or countries can
shed light on entrepreneurial endeavors’ outcomes. Comparative studies highlight the
varying effects of institutions on activities, underscoring the importance of contextual
factors in shaping entrepreneurial ecosystems.

Exploring how different regions or countries influence entrepreneurship provides
insights into how regulations, support systems, and cultural norms shape initiatives. By
examining these elements that affect entrepreneurship in different regions, researchers can
identify what facilitates or hinders business ventures.

Disparities in frameworks significantly influence entrepreneurship outcomes.
Variations in regulations, access to resources, and societal attitudes toward
entrepreneurship all shape the business environment. Research (Fazlagi¢ et al., 2021)
underscores how institutional structures impact the presence of high growth startup rates
of innovation and overall success for entrepreneurs within regions. These findings
emphasize the significance of policy interventions tailored to address the dynamics of each

context.
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Furthermore, the interaction between formal and informal institutions across
regions can lead to diverse landscapes with variations in regulatory clarity funding
opportunities and cultural support for entrepreneurs.

Research that examines these areas reveals the impact of the alignment or conflict
among systems on facilitating or impeding initiatives, emphasizing the importance of
understanding the context to foster entrepreneurial endeavors (Abubakar, 2015) and
delving into variations. Assessing how institutions influence entrepreneurship can provide
insights into the relationships between institutional elements and entrepreneurial outcomes.
These investigations guide policymakers, practitioners, and scholars seeking to develop

entrepreneurship strategies that consider the landscapes entrepreneurs navigate.

2.4.5. Human Society Theory

The "Human Society Theory" on the influence of formal and informal institutions
on high-growth entrepreneurship underscores the complex interplay between the
regulatory, normative, and cognitive frameworks that shape entrepreneurial activities.
Formal institutions, including regulatory structures and policies, have been found to not
necessarily discourage firms from pursuing growth ambitions; in some cases, they even
enhance further growth, as evidenced by the study on Bulgarian firms (Aparicio et al.,
2023).

This is supported by findings that formal institutions such as entrepreneurship
procedures and general institutional quality positively associate with entrepreneurship
density, indicating a conducive environment for entrepreneurial activities (Erhardt, 2022).
Conversely, informal institutions, encompassing societal norms, values, and beliefs,

significantly influence entrepreneurship.
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For instance, informal institutional constraints like corruption significantly reduce
the probability of becoming a high-growth firm and the sustainability of growth (Shahid et
al., 2022). Moreover, the effects of informal institutional factors are more reliable
predictors of women’s entrepreneurship behavior in Saudi Arabia, highlighting the role of
societal norms and networks in shaping entrepreneurial outcomes (Aljarodi, Thatchenkery
and Urbano, 2022).

This is further corroborated by the notion that informal institutions influence all
aspects of international business, including the global strategy of MNEs (Laing, Stel and
Storey, 2021). The interplay between formal and informal institutions is complex, where
lower levels of corruption positively moderate the effects of formal institutions on
entrepreneurial activity rates in emerging economies (Harraf et al., 2020).

Additionally, the existence of strong market-supporting institutions decreases the
positive relationship between high-growth aspiration entrepreneurship and exit, indicating
that supportive formal institutions can mitigate the risks associated with ambitious
entrepreneurial ventures (Dau et al., 2022). In summary, formal and informal institutions
significantly impact high-growth entrepreneurship, with formal institutions providing the
regulatory framework that can either foster or hinder entrepreneurial growth and informal
institutions shaping the societal context within which entrepreneurship occurs. The balance
and interaction between these institutions are crucial for nurturing an environment
conducive to high-growth entrepreneurship (Fuentelsaz, Gonzélez and Maicas, 2020;

Webb, Khoury and Hitt, 2019; Nguyen, Canh and Thanh, 2020).

2.5. Gap in the Existing Literatures
Based on the literature review, some research gaps have been identified

regarding the influence of formal and informal institutions on entrepreneurship. The
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existing research primarily focuses on static analyses of institutions. There is a gap in
understanding the dynamic nature of institutions and how changed formal and informal
institutions impact entrepreneurship. An updated study is required to consider the new
regulations, shifts in cultural norms, and evolving social networks influence
entrepreneurial behaviour.

The literature review highlights the role of institutions in fostering
entrepreneurship, but there is less emphasis on how institutions specifically influence
technology-driven entrepreneurial ventures that create more job opportunities. The present
study tries to focus on job creating entrepreneurial ventures and observe the institutions
that influence them. Addressing these gaps could enhance the understanding of the
multifaceted relationship between institutions and entrepreneurship.

2.6.  Summary

Various studies have delved into how both formal and informal institutions impact
business operations. The presence of informal institutions plays a role in moulding the
trajectory of high-growth entrepreneurship. Studies suggest that informal factors like the
fear of failure and media exposure are indicators of intrapreneurship success in both
developing nations (Urbano, Orozco, and Turro, 2023). Moreover, supportive formal
structures influence the performance of ventures. This impact is further enhanced by
learning and bolstered by trust within the entrepreneurial team (Ferreira et al., 2023).

While informal institutional barriers such as corruption can impede high-growth
entrepreneurship, formal constraints surprisingly do not dissuade companies from seeking
growth; they can even facilitate it (Xingqun Lv, Zhou and Shan, 2023). Knowledge-based
institutions, like the presence of R&D personnel and public sector researchers, have been
shown to influence entrepreneurship and economic progress in regions (Eva and Erhardt,

2022).
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A synthesis of these research findings underscores institutional frameworks' role in
shaping initiatives across different geographical areas. These studies also provide
significant insight into how these frameworks influence the organization of
entrepreneurship and ventures across contexts.

Formal institutions, such as regulations and legal systems, provide a foundation for
entrepreneurship, while informal institutions, like norms and social practices, influence
behaviors and strategies. The interplay between these institutions can support or impede
entrepreneurial endeavors.

Comparative research conducted across regions has illustrated how institutional
frameworks impact outcomes. Disparities in structures, access to resources, and cultural
attitudes toward entrepreneurship have significantly shaped the landscape. The alignment
or mismatch of institutions can result in varying environments for entrepreneurs, impacting
their ability to achieve growth ventures, innovate effectively, and attain overall success.

Studies underscore the significance of understanding how formal and informal
institutions collaborate to foster high-growth entrepreneurship. Through studies and
comparisons, researchers can gain insights into the dynamics of ecosystems. This
comprehensive understanding is crucial for policymakers, practitioners, and academics
seeking to develop strategies tailored to the contexts in which entrepreneurs operate.
Extensive research indicates that interaction among informal systems influences the
success of entrepreneurs and contributes to advancement. Future investigations should
delve deeper into this interaction by examining the factors that shape efforts and outcomes

across regions and countries.
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CHAPTER IlI:
METHODOLOGY

3.1.  Overview of the Research Problem

The research explores how different frameworks affect growing entrepreneurial
businesses' development and long-term success. The study looks into how formal
institutions, like regulations and economic policies, and informal institutions, such as
norms and social connections, influence the landscape for companies. Formal institutions,
which include factors like business environments, property rights and supportive
government policies, have a nuanced impact on entrepreneurship. While certain formal
constraints don't necessarily deter firms from pursuing growth opportunities and may even
support expansion, weak formal institutions in areas like markets can hinder stages of the
entrepreneurial journey (Urbano, Orozco and Turro, 2023) (Ferreira et al. 2023). On the
other hand, informal institutions like corruption levels and social trust significantly shape
aspirations and actions, where corruption tends to decrease the likelihood of a firm
achieving high growth. In contrast, confidence within the entrepreneurial team boosts
performance in new ventures (David, 2023; Xingqun Lv et al., 2023). Additionally, the
interplay between informal institutions is crucial in moulding entrepreneurship.

For example, the clash between how people view organisations and their unwritten
rules can lead to involvement in underground economic activities, impacting the success
of entrepreneurs and potentially slowing down the growth of new businesses. In addition,
the study looks at how informal rules such as fear of failure and media attention play a role
in predicting entrepreneurship than the social standing of entrepreneurs, showing how
subtle norms can affect business behaviours in different economic settings. Furthermore,

it examines how entrepreneurial actions can bridge established systems and economic
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success, suggesting that promoting entrepreneurship may enhance the effects of regulations
and unwritten practices on economic development. The research also discusses the
challenges and opportunities that arise in Africa's economy, proposing a strategy focused
on integrating rather than formalising informal entrepreneurship to leverage its potential
for economic and social progress. The main focus of the study is to analyse how formal
and informal institutions interact and influence high-growth entrepreneurship. The research
considers the effects on stages of the process in both developed and developing economies

(Sancho, Fierro, Rodriguez, 2023; Afzal, 2022).

3.2.  Operationalization of Theoretical Constructs

There was a systematic process of translating abstract concepts into measurable
variables and indicators—a structured method of turning ideas into factors and signs. The
precise steps of how this process was carried out can be deduced from strategies based on
the research question and how relevant the sources are to the study.

One way theoretical concepts were put into practice in this research could have
been by defining and gauging systems. This likely involved pinpointing structures like
safeguarding property rights, enforcing contracts, ensuring regulatory quality,
implementing anti-corruption measures, and creating clear definitions and scales for
measuring these concepts. By translating systems into measures, the study could evaluate
their influence on aspirations for entrepreneurship.

Another essential theoretical concept that has been implemented is aspirations for
entrepreneurship. This concept covers aspirations, intentions for growth, willingness to
take risks, focus on innovation, and potential for business scalability.. The study examines
what influences aspirations within specific legal environments by translating aspirations

for high-growth entrepreneurship into terms and variables.
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3.3.  Research Purpose and Questions

The focus of this study is to investigate how legal institutions affect entrepreneurs’
aspirations for growth. The research examines how factors like property rights, government
involvement and corruption within frameworks impact entrepreneurs’ ambitions for
growth. By exploring the connection between institutions and entrepreneurial growth
aspirations, the study aims to enhance our understanding of how institutions can either
support or hinder high-growth entrepreneurship. Previous studies emphasising the
importance of elements in shaping behaviour and economic progress are likely referenced
in this research (Estrin et al., 2013; Lekovi¢ and Berber, 2019; Urbano et al., 2018).

Recognising the significance of institutions on endeavours is vital for policymakers
and stakeholders striving to create an environment conducive to high-growth
entrepreneurship. Through an in-depth analysis of how legal frameworks interact with
high-growth aspirations, this study can shed light on how institutions influence behaviour.
Furthermore, targeted recommendations can be made to enhance the legal landscape to
support and foster high-growth entrepreneurship by focusing on institutions. This research
adds value to the existing literature on institutions, entrepreneurship and economic
advancement by aligning with the growing interest in unravelling how institutional factors
impact outcomes (Lekovi¢ and Berber, 2019; Urbano et al., 2018).

Studying how legal institutions impact ambitious entrepreneurial endeavours can
offer insights into how legal mechanisms support or hinder business growth. This research
can potentially guide policy changes that aim to improve the frameworks and foster
entrepreneurial initiatives. Overall, exploring the relationship between institutions and
aspirations in entrepreneurship can provide implications for creating a supportive

environment for thriving ventures.
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3.4. Research Questions

1. What is the influence of institutions on starting a new business?

2. What is the influence of institutions on starting a new business that create
substantial employment opportunities?

3. What is the influence of institutions on starting traditional family business?

3.5.  Research Design

Studying the structural approach between legal frameworks and entrepreneurial
aspirations involves a structured research method. It explores how legal regulations, like
entry requirements, affect the establishment of new business (Entp) and family business
(FTEnNtp), suggesting that stricter regulations could hinder the success of these business
ventures. While the research design explicitly outlines the data collection or analysis
methods, it hints at taking an approach by discussing connections between institutions and
entrepreneurial results.

Using regression analysis methodologies in entrepreneurship research, the study
aims to measure how various variables affect entrepreneurship. By exploring differences
in institutional framework across countries or regions, the study shed light on how
variations in property rights, government involvement, or corruption influence
entrepreneurial dreams.

The outcomes of this research can help recognise strategies and regulations that
encourage the growth of startups and offer guidance for shaping policies to create a
supportive legal framework for ambitious entrepreneurs (Troilo, 2011; Autio and Acs,

2015; Safdar, 2023).
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Moreover, designing the research involves analysis at different levels to consider
the connections between legal systems and entrepreneurial ambitions. The study delves
into the complex dynamics that influence entrepreneurial actions by considering risk
perception, tendency towards innovation and aspirations for growth alongside legal
aspects. This comprehensive approach mirrors the literature's suggestions for evaluating
how individual traits and institutional settings impact results (Vanderstraeten et al., 2016;
Srikanth, 2013; Autio and Acs, 2015).

The study uses analysis, comparing approaches, and incorporating qualitative
observations to explore how informal institutions affect entrepreneurs. By blending
research methods, the study offers a nuanced exploration of the intricate connection
between legal frameworks and entrepreneurial dreams, offering valuable contributions to

entrepreneurship research.

3.6.  Population and Sample

The group being studied consists of entrepreneurs or individuals involved in
entrepreneurial endeavors in a specific setting or area. The sample group consist of
entrepreneurs with experience levels, business paths, and growth goals to capture the
entrepreneurial aspirations of the chosen population. The study investigates how systems
influence high-growth goals across various entrepreneurial backgrounds and settings by
including a mix of entrepreneurs in the sample. This approach allows for examination of
how legal frameworks impact ambitions (Filculescu, 2016; Mobit and Mbella, 2016).

Moreover, demographic factors like gender, age, education level, and industry
knowledge are considered when selecting participants for the study to ensure that the
sample represents a range of traits. By incorporating variety in the sample group, the

research explores how legal systems interact with characteristics to shape aspirations for

64



high-growth entrepreneurship. This detailed approach helps consider the nature of
behaviours and goals (Huynh and Dao, 2021; Capelleras et al., 2018; Mobit and Mbella,
2016).

In research on institutions and high-growth aspiration entrepreneurship, the
population and sample probably consist of a range of entrepreneurs working within a
particular legal framework. The selection process for the sample aims to include a group
of entrepreneurs with traits and goals, enabling a thorough examination of how legal

institutions influence entrepreneurial aspirations for growth.

3.7.  Data Collection

The study analyzed information gathered from the Global Entrepreneurship
Monitor (GEM), which involved surveys completed by individuals in more than 40 nations
between 2015 and 2020. The aim was to explore how individuals initiate and manage
businesses.

To ensure the survey accurately reflected populations from different countries, the
researchers cross-referenced the survey demographic details, such as age and gender, with
official data and made adjustments as necessary. Professional survey agencies selected a
group of adults in each country using questions across all countries to ensure a fair data
comparison.

The study uses information from the dependent variables is the Global
Entrepreneurship Monitor (GEM), which has been systematically researching
entrepreneurial behavior around the world since its inception in 1997. There are two
distinct databases that GEM produces: the Adult Population Survey (APS) and the Expert
Questionnaire. This paper uses the Global Entrepreneurship Monitor (GEM) 2019 Adult

Population Survey (APS) data to construct the dependent variables. The data for the year
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2019 has been used because it was the last normal year before global pandemic spread
throughout the world disrupting economic activity. 50 economies participated in the Global
Entrepreneurship Monitor (GEM) 2019 Adult Population Survey (APS), including 11 from
the Middle East and Africa, 8 from Asia and Pacific, 8 from Latin America and Caribbean,
and 23 from Europe and North America. The raw data consists of 163006 respondents,
once respondents from the working age group (15-70 years) are considered, the number of
respondents is reduced to 150151.

Probit regression analysis is used to quantitatively evaluate how legal institutions
affect aspirations for entrepreneurship. This statistical approach helps identify connections
between property rights, government involvement in corruption and entrepreneurial
ambitions. By utilising this method, the study determines to what extent legal frameworks
shape aspirations for growth (Wang et al., 2019; Pereira, 2024; Mohammed, 2022).

Additionally, the data analysis in the research has encompassed inferential statistics
to summarise and infer conclusions from the gathered data. Descriptive statistics like
averages, frequencies and proportions offer an overview of sample characteristics and
significant variables.

Institutions entrepreneurship involves using quantitative methods like regression
analysis, and descriptive statistics. The study seeks to explore the connection between legal
frameworks and entrepreneurial goals by utilising a mix of approaches, offering valuable
insights into what motivates high-growth entrepreneurship in different institutional

frameworks.

3.8.  Research Design Limitations
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The impact of informal institutions on high-growth entrepreneurship underscores
the importance of institutional voids, support and institutional configurations in influencing
entrepreneurship. The roles of formal and informal institutions can differ, highlighting the
nuanced contributions of each type.

Aparicio et al. (2016) analysed panel data to show that informal institutions
significantly impact high-growth entrepreneurship more than other types. This emphasises
the need to consider both types of institutions when examining dynamics. Additionally,
Shahid et al. (2022) introduced the concept of "formalization intentions” in
entrepreneurship, adding a dimension to discussions on institutional influences.

It is suggested that formal and informal institutions can either promote activities or
set social norms. Conversely, Godlewska (2019) points out how informal institutions can
enhance ones by being complementary or adaptable. These viewpoints highlight the
interplay between informal institutions in shaping entrepreneurial behaviour.

Moreover, Autio and Fu (2014) note that in cases where formal institutional
structures fail, businesses may turn to practices to navigate uncertainty, showcasing the
nature of entrepreneurial responses to institutional challenges.

The adaptive behaviour is also supported by the research of Escandén Barbosa and
colleagues in 2019, which explore how formal and informal institutions function on levels
governing activities and influencing perspectives, respectively.

The combination of these sources highlights the significance of taking both
informal institutions into account when studying high-growth entrepreneurship. The
interaction between these institutions, their influence on actions, and the necessity for
alignment and adjustment in dealing with gaps are essential factors that scholars and
policymakers should keep in mind when examining entrepreneurship dynamics within

diverse institutional settings.
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3.9. Summary

The study utilizes a formula known as a probit model to determine the likelihood
of entrepreneurs initiating a businesses. It focuses on how regulations and laws in countries
either facilitate or impede this process.

The research aims to comprehend the drivers behind entrepreneurship endeavours
by examining factors such as the ease of business inception and intellectual property
protection and considering differences among individuals, industries, and nations over
time.

The findings suggest that enhancing business legislation and streamlining startup
procedures can significantly boost the establishment and growth of these potential

ventures, ultimately benefiting the economy.
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Chapter IV:
RESULTS: FACTORS EFFECTING ENTREPRENEURSHIP

4.1.  Factors Affecting Entrepreneurship

The way formal and informal institutions cooperate can truly impact the
development of a business venture. Informal institutions can influence how entrepreneurs
think and interact socially, while formal institutions provide the necessary structure and
resources. Creating a setting that encourages new ideas, taking risks, and long-term
success, successful entrepreneurial environments make good use of both official and
unofficial systems. For instance, a vibrant environment in which businesses can rapidly
expand can result from having solid legal and financial foundations, a culture that
encourages entrepreneurs, and strong social connections.

Knowing how fast-growing businesses are affected by both written rules and
unwritten customs is very important. Good programs and policies can only be developed
with this understanding. Empirical examination aims to observe these associations and
what they mean for assisting organizations with developing effectively.

4.2.  Impact of Informal Institutions on Entrepreneurship

Informal institutions importantly configure the business expectations and practices
in entrepreneurship by inducing various facets such as decision-making, resource
acquisition, and entrepreneurial orientation. Informal institutions, including social
networks, cultural norms, and trust, act as a key function in settings where formal
institutions is insufficient or lacking. For example, in newer markets like China where
informal networks like Guanxi help entrepreneurs compensate for the failures of formal
institutions, improving resource acquisition and their self-perceived status, which in return

induce their ventures' internationalization approaches. Also, in Vietnam, institutional trust
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and corruption are fundamental informal institutions that affect the entrepreneurial
orientation of SMEs, emphasizing the significance of navigating these informal structures
to succeed in business venture. Informal institutions also induce entrepreneurial intentions
by structuring individuals' perceptions of the outer world and their fulfilment of obligation
with government actions, which incidentally influences their probability of starting a
business.

The framework of women's entrepreneurship in Georgia is as such that informal
institutions like informal networks and societal roles are important, as they often encourage
women to look into business solutions outside formal frameworks under confidence of
them in the formal institutions. Moreover, informal institutions like independence, risk-
taking, and networking significantly increase the probability of becoming an
entrepreneurial leader, with networking and religious faith further moderating this
relationship.

The interaction between formal and informal institutions is also evident in the
emergence of informal entrepreneurship in fragile countries, where the interplay between
governance quality, state fragility, and cultural norms leads to distinct entrepreneurial
outcomes. In developed and developing countries, informal institutions such as fear of
failure and media attention are more influential than the social status of entrepreneurs in
predicting intrapreneurship, with economic freedom moderating these effects differently
based on the economic context. Additionally, the quality of economic and political
institutions inversely correlates with the level of informal entrepreneurship, suggesting that
better formal institutions can reduce the prevalence of informal business practices.

Finally, the integrated model developed by Tianchen Li underscores how resource-
based factors and country-level antecedents like regulatory quality and uncertainty

avoidance interact with informal institutions to shape venture creation, emphasizing the

70



complex interplay between formal and informal factors in entrepreneurial decision-
making. Collectively, these findings illustrate that informal institutions are indispensable
in shaping business practices and expectations, particularly in contexts where formal
institutions are either weak or evolving, thereby necessitating culturally aware policies and

strategies to foster entrepreneurship effectively.

4.2.1. Informal Institutions impact on entrepreneurship: shaping business
practicesand expectations

Informal institutions is an important component in structuring business
expectations and practices, particularly from the perspective of entrepreneurship. These
institutions, which are unwritten practices based on unwritten rules, and norms, which
guide entrepreneur behavior within a industry or society, have a profound effect on how
businesses must meets the expectations and they operate (Sanders and McClellan, 2012).
Nonprofit businesses, for example, are gradually estimated to adopt more business-like
approaches while still adhering their social missions, stressing on the tension that exists in
balancing these dual objectives (Sanders and McClellan, 2012). This shift shows a broader
trend where businesses regardless of their organizational structure, are forced to align their
means towards commercial standards to improve their effectiveness and sustainability.

Also, sustainable habits practices have become important for businesses to develop
their credibility and to safeguard long-term value and profit (Park et al., 2022). Businesses
are agreeing that investing in environmental and social initiatives is a moral commitment
but also a strategic necessity that positively affect their bottom line. This shift towards
sustainability is reshaping business practices and setting new expectations for

entrepreneurs to operate in a more socially responsible manner (Park et al., 2022). By
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positioning with favorable marketing strategies, corporates distinguish themselves in the
market and reach evolving societal expectations.

From the perspective of human resource management (HRM), the stress on direct
yields from human resources in ambiguous business environments highlights the influence
of informal institutions on the functioning of a business organizations (Wickramasinghe
and Dolamulla, 2016). Business organizations, particularly in the context of offshore
outsourcing firms, are under a pressure to provide certain results from their HRM practices,
which in return guides how they manage their workforce and structure their teams
(Wickramasinghe and Dolamulla, 2016). This highlights how external considerations, such
as market uncertainties, drive businesses to adapt their practices to reach specific prospects
set by market dynamics and the industry.

Additionally, the variability of business relationships, specifically in purchase and
sales approaches, stress the significance of recognizing customers' anticipations after and
before a transaction. Business organizations are led to develop formal cross-functional
teams to meet complex relationships and to safeguard and exceed customer expectations
(Rodriguez et al., 2018). This highlights an important role of effective collaboration and
communication in structuring business practices to align with customer expectations,
which is an important facet for entrepreneurial success.

Corporate social responsibility (CSR) has developed as a central aspect in inducing
business expectations and practices, with many business organizations, actively engaging
in socially responsible initiatives to benefit business participants and improve their own
reputation (Babiak and Kihl, 2018). Business stakeholder commitment and their effective
management of their expectations have been acknowledged as a key element in improving
corporate image and gaining a competitive edge (Fadun, 2014). By meeting the prospects

of different participants through CSR practices, businesses organizations build loyalty,
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trust, and long-term relationships which are imperative for entrepreneurial growth and
sustainability.

The theory of corporate sustainability has also gained attention, with multinational
enterprises (MNESs) increasingly believed to incorporate sustainability into their main
business activities (Pranugrahaning et al., 2023). By proactively engaging in sustainable
practices, MNEs can not only meet societal expectations but also contribute to global
efforts towards a more sustainable future (Pranugrahaning et al., 2023). This exhibits a
larger shift in outlook where business organizations are viewed as essential stakeholders in
remedying social and environmental challenges.

In the context of business network, researchers have highlighted the importance of
understanding how expectations and choices are interconnected, as this knowledge is
fundamental to understanding business organizational processes within and across
boundaries (Andersen et al., 2018). By calculating future trends and supporting strategic
choices with evolving expectations, business organizations position themselves for goal
realization in competitive and dynamic circumstances. This future-led approach
emphasizes the importance of informal institutions in reforming strategic business
practices and decision-making to deal with future expectations (Andersen et al., 2018).

Likewise, the indirect effects of tipping policies on patronage intentions shed light
on how businesses can influence customer perceptions through pricing strategies and
service quality (Lynn and Wang, 2013). By implementing voluntary tipping policies that
reduce perceived expensiveness and enhance fairness and service quality expectations,
businesses can attract and retain customers. This highlights the intricate relationship
between pricing, service quality, and customer expectations, emphasizing the need for
businesses to align their practices with customer preferences to drive loyalty and

profitability.
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The significance of teaching methods in promoting involvement and honing job
ready skills, for students majoring in business highlights the need to connect theoretical
understanding with real world practice (Nealy, 2020). Integrating strategies and
collaboration principles into programs allows universities to equip students more
effectively for the challenges of the corporate realm. This focus, on skills and hands on
learning mirrors the changing requirements for entrepreneurs to have both expertise and
practical abilities to thrive in fast paced business settings.

In the realm of business ethics the connection between behaviors and business
success emphasizes the importance of maintaining ethical standards in business activities.
By overseeing and promoting behavior in business activities companies establish trust with
customers and stakeholders ultimately improving their reputation and sustainability in the
run. This ethical aspect of business conduct highlights the influence of institutions like
norms and values on guiding entrepreneurial actions and outlooks, within cultural settings.
(Lubis et al., 2023).

The significance of managing resources in improving business processes in small
and medium sized enterprises (MSMES) within the textile and clothing sector highlights
the crucial role of HRM strategies in boosting operational effectiveness and
competitiveness (Dobrosavljevi¢ and UroSevi¢, 2020). By investing in workforce
development and optimizing HRM procedures companies can streamline their activities
and foster ongoing enhancements. This emphasis on HRM as a catalyst for business
triumph underscores the necessity of harmonizing methods, with demands to attain
sustainable expansion and financial success (Dobrosavljevi¢ and Urosevi¢, 2020).

The research, on how Japanese companies approach responsibility (CSR) sheds
light on the increasing demands for businesses to show their commitment to social welfare

and community support (Eweje and Sakaki, 2015). By expanding their role beyond making
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profits and taking on a community focused approach companies can better meet the diverse
expectations of stakeholders and contribute positively to the societies they serve. This shift
towards an inclusive and socially conscious business model mirrors a trend where
companies are now expected to tackle social and environmental issues in addition, to their
primary business activities (Eweje and Sakaki, 2015).

In the Vietnamese paint industry, incorporating social responsibility (CSR)
practices has become crucial for companies looking to gain trust and loyalty from
customers (Tran and Nguyen, 2020). By adhering to production standards and participating
in CSR activities businesses can improve their reputation. Ensure that their operations meet
societal expectations. This focus on business practices and social responsibility highlights
the evolving nature of entrepreneurship, where companies are evaluated not based on their
offerings but also, on their ethical and societal contributions (Tran and Nguyen, 2020).

The impact of responsibility (CSR), on business strategy and operations
underscores the significant role of ethical behavior in influencing how organizations
operate and interact with stakeholders (Baddache and Nicolai, 2013). By incorporating
CSR values into their decision-making processes companies can enhance their
relationships with stakeholders. Establish a reputation for upholding ethical standards. This
adherence to CSR principles mirrors a broader trend, towards ethical business practices
that cater to the expectations of aware consumers (Baddache and Nicolai, 2013).

Establishing business connections and relationship, in Russia brings to light the
hurdles and differences presented by discrepancies and varying anticipations in global
business engagements (Berger et al., 2016). With the promise of prospects, companies
venturing into international markets must manoeuvre through cultural subtleties and
assorted expectations to foster fruitful partnerships. This aspect of cultural business

practices underscores the importance for entrepreneurs to tailor their approaches and
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communication methods to align with the diverse outlooks of stakeholders, in an
interconnected economy (Berger et al., 2016).

The role of sustainability reporting in bridging stakeholders' expectations gap
emphasizes the importance of transparent communication and accountability in building
trust and support from stakeholders (Omotilewa, 2024). By providing clear and accurate
information about their sustainability efforts, organizations demonstrate their commitment
to meeting stakeholder expectations and enhancing their long-term value. This emphasis
on stakeholder engagement and transparency reflects a growing trend where businesses are
expected to be more open and responsive to the needs and concerns of their stakeholders
(Omotilewa, 2024).

The connection between company size, commercial inspirations and stewardship
practices in small tourism enterprises are made obvious with the sustainability motivations
thereof. While small firms that can afford to invest more may embrace formal sustainability
practices, a strategic view for reaching commercial and CSR goals. Such a size-dependent
heterogeneity in sustainability practices illustrates how organizational dimensions affect
the way that firms develop business strategies and impositions (Font et al., 2016).

According to Abdelgaffar and Ayoubi period, Responsible management education
in public Egyptian business schools have underlined that an integration of ethical and
sustainable principles is urgent for all undergraduate programs around the world. This is
essential for the preparation of future business leaders and inculcation of a culture of
responsible management among educational institutions. The pro-active focus in nurturing
ethics is consistent with societal anticipations and aligning students to be ethical leaders
within the business community (Abdelgaffar and Ayoubi, 2019).

Stakeholder Expectations of Corporate Social Responsibility in Local and

Multinational Corporations in Kazakhstan: The Pressures on Business to Learn Their
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Lesson, which is the result concluded from (Mahmood and Humphrey, 2012).
Organizations build trust and credibility with their many stakeholder groups when they do
the good work that is expected of them by these stakeholders. This stakeholder-centered
concept of CSR shows that focus on responding or catering to the industry stakeholders
whilst using a strategic mindset for sustainable business practices (Mahmood and
Humphrey, 2012).

Job redundancy is one of the strategic choice multinational enterprises (MNEs)
make when adapting to workforce management in a changing business environment
(Niamul, 2018). Strategic use of redundancy measures enables MNESs to operate more
efficiently and respond quickly as market dynamics shift. The adoption of this strategic
approach to workforce management signals a pragmatic response to the challenges
confronting businesses today, and an insistence that human resource practices be fully
positioned to deliver against organizational goals and expectations (Munshi, 2018).

The degree of corruption in Lebanon and by extension from unethical performance
in business sector Indicating that Immeasurable practice concerning control arc required
with respect to combating corruption (Nassar and Hejase, 2021). If businesses can promote
good practice and a framework that cherishes integrity, the risks of being embroiled in
corruption can be ameliorated. The focus on ethical leadership and organizational culture
demonstrates the need for a shift from reactive to proactive engagement with society,
making sustainability in business practice (Nassar and Hejase, 2021).

Power dynamics over business relationships illustrate in the nuances of competing
value creation and prospective power repercussions during organizational interactions
(Siemieniako, 2024). Understanding Power Dynamics and Value Processes: How
Businesses Can Collaborate for Shared Success and Innovation Siemieniako (2024)

suggested that this strategic relationship management style is based on more sound
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organizational strategy involving both an understanding of the organization's dynamics and
business practices were in line with stakeholder needs.

The use of gamification in tourism business management, for instance,
demonstrates how enterprises can exploit methodologies around the compelling aspect of
games to intensify customer engagement and improve bottom line performance (Pizlo,
2023). Making travel agency and hotel management process like mobile game will change
the user experience already in this category, compared to market offers. It is a high-minded
business management conception and establishes very creative method to meet the
anticipations of customers as well as develop their faithfulness (Pizlo, 2023).

The impact of shopping on a companys long term viability emphasizes how digital
tools can improve business sustainability and meet eco demands (Chaudhary, 2017).
Through the use of online shopping platforms companies can lessen their impact. Connect
with a broader group of consumers who prioritize environmental concerns. This smart
embrace of online shopping demonstrates a strategy to harmonize business operations with
sustainability objectives and marketplace shifts (Chaudhary, 2017).

To borrow and adapt an old saying: which way are the tea leaves pointing—was
Citigroup doing reputationally risky business in 2004-5? breaks with common wisdom
concerning the relation between news and corporate reputation. Studying how news
influences corporate reputation, the research helps us to decipher these roles in shaping
public opinions. This analytical stance on reputation management echoes a tactic to
preserve the organizational image and satisfy stakeholder demands (York et al., 2008).
4.2.2. Informal institution impact on entrepreneurship: Influence risk taking
behaviour

Entrepreneurship is potentially influenced by informal institutions, which play an

important role in formulating and structuring risk-taking perceptions among entrepreneurs.
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Informal institutions, identified by unwritten rules, practices and norms in a society, is
proved to have a substantial effect on entrepreneurial activities, especially in the context of
risk-taking behaviour and risk acceptance. Research reveals that informal institutions, such
as confidence in one's skills and control of corruption, positively influence opportunity
entrepreneurship, signifying the status of these informal norms in developing and
promoting favourable circumstances for entrepreneurial activities (Ajide and Osinubi,
2020).

Additionally, the organizational forms of these informal institutions have been
denoted to be essential factors in advancing both women's and men's entrepreneurial
activities. ldentifying the cultural pretext in which entrepreneurship operates is significant
for leveraging informal institutions to promote entrepreneurial ideas (Junaid et al., 2020).

Entrepreneurial cognition and institutional environments have been found to
promote entrepreneurship particularly based on gender, where female entrepreneurship
gaining more from informal institutions as compared to male entrepreneurship. This
gender-based perspective figuring the nuanced effect of informal institutions on risk-taking
tendencies and entrepreneurial behaviour (Chen et al., 2023).

The effect of institutional facets on opportunity entrepreneurship has been broadly
researched, with findings revealing that informal institutions have a greater impact on
promoting opportunity entrepreneurship as compared with formal institutions (Aparicio et
al., 2016).

In rural communities, informal, entrepreneurship-oriented institutions have
revealed to have a considerably positive impact on farmer entrepreneurship, surpassing the
effect of formal institutions in promoting social and economic development (Zhu et al.,

2019).
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The stake of informal institutions in regulating the association between
international entrepreneurial entry and social capital has been emphasized, with control of
corruption and trust acting as positive mediators in enabling international entrepreneurial
activities (Shahid, 2021).

Productive entrepreneurship necessitates a balance between strong formal
institutions and robust informal constraints, emphasizing the complementary roles of
formal and informal institutions in driving entrepreneurial success (Godlewska, 2019).

Entrepreneurs protect their long-term economic success by incorporating into
informal and formal social and political institutions through institutional entrepreneurship
policies and approaches (Su et al., 2019).

The arrangement of institutions has a deep effect on the level of entrepreneurial-led
growth and productive entrepreneurship, stressing the necessity for consistency between
informal and formal institutional forms (Williams and Vorley, 2017).

In post-conflict economies, the development of informal and formal institutions act
as an important medium in promoting progressive entrepreneurship and reforming
sustainable economies (Siddiqui, 2019).

The influence of institutional and conductive aspects on entrepreneurial innovation
has been studied, highlighting the importance of institutional support in driving
entrepreneurial creativity and innovation (Arabiyat et al., 2019).

Informal institutions act as a key mediator in inducing risk-taking behavior in
entrepreneurs. Therefore, leveraging by understanding the unwritten rules, practices and
norms, in a society, entrepreneurs navigate risks, drive sustainable business growth and
seize opportunities. The interplay between informal and formal institutions configures the
risk environment for entrepreneurs, signifying the necessity of cooperating with supportive

institutional frameworks to develop entrepreneurial goal attainment.
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4.2.3. Informal institutions impact on entrepreneurship: Affect trust and
networking among entrepreneurs

To search for the effect of informal institutions on trust and networking among
entrepreneurs, it is important to contemplate how these unwritten rules, practices and
norms, within a society influence the interactions and relationships within entrepreneurial
networks. Informal institutions substantially influence the level of trust entrepreneurs have
in their networks and the degree to which they engage in collective ventures.
Comprehension of the variance of networking and trust in entrepreneurship is important
for encouraging a favourable environment for business innovation and their growth.

One of the studies (Lajgi and Krasniqi, 2017) delves into the role of informal
institutions, such as training, networking, and trust, in influencing growth aspirations
among entrepreneurs, particularly in challenging environments characterized by
institutional deficiencies. The findings suggest that entrepreneurs utilize these informal
practices to navigate and overcome the limitations imposed by inadequate formal
institutions, such as inefficient educational systems and legal frameworks. This highlights
how informal institutions can serve as enablers for entrepreneurs to build trust-based
networks and pursue ambitious growth goals despite institutional constraints.

Moreover, the study by Wang et al. (2009) emphasizes the importance of tacit
knowledge acquisition facilitated by both specific and general human capital in enhancing
Chinese entrepreneurs' marketing capabilities (Wang et al., 2009). This acquisition of tacit
knowledge is often embedded in informal networks and relationships, where trust plays a
pivotal role in sharing and transferring valuable insights and expertise. Informal
institutions, therefore, contribute to the development of trust-based networks that enable

entrepreneurs to access critical resources and knowledge essential for business success.
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In asimilar vein, the research by Mangeloja et al. (2022) shows how entrepreneurial
choices are influenced by trust, with increased trust levels correlating with a higher share
of opportunity-driven entrepreneurial activities. This underscores the importance of trust
in structuring entrepreneurial behaviors and decisions, signifying as to how informal
institutions which promotes the notion that trust encourages entrepreneurs to follow value-
added and innovation. Trust within entrepreneurial networks promotes resource
mobilization, collaboration, and knowledge sharing, finally fostering competitiveness and
business growth.

Furthermore, the research examines the impact of government-sponsored business
networks on women entrepreneurs’ opportunity recognition and engagement in
entrepreneurial activities (Farr-Wharton and Brunetto, 2007). Trust within these networks
is crucial for women entrepreneurs to feel supported, empowered, and connected to
valuable opportunities. Informal institutions, such as supportive networks and mentorship
programs, can enhance trust levels among women entrepreneurs, enabling them to navigate
challenges and seize growth opportunities within their ecosystems.

Additionally, the research by Shahid (2021) highlights how informal institutional
variables, including trust and control of corruption, moderate the association between
social capital and international entrepreneurial entry. Societies characterized by high levels
of trust and integrity are more conducive to entrepreneurial activities, as entrepreneurs feel
more secure in engaging with diverse stakeholders and venturing into international
markets. Trust, as an informal institution, acts as a catalyst for building sustainable
relationships and expanding entrepreneurial networks beyond local boundaries.

Informal institutions considerably influence networking and trust among
entrepreneurs by shaping the values, norms, and relational dynamics within entrepreneurial

ecosystems. Trust-based networks nurture collaboration, resource mobilization and
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knowledge exchange, enabling entrepreneurs to traverse challenges and benefit from on
growth opportunities. Identifying the role of informal institutions in fostering trust and
facilitating networking is important for the formation of supportive surrounding that
facilitates the growth of entrepreneurial innovation and success.

4.2.4. Impact of informal institutions on entrepreneurship: determine the
acceptability of entrepreneurial activities

The study by Williams and Vorley (2017) stressed the importance of informal
institutions in establishing the acceptability of entrepreneurial activities and how
entrepreneurs are recognized within a given situation. This research highlights those
informal institutions play an important role not only in structuring the character of
entrepreneurial activity but also in affecting the perception of entrepreneurs and the level
of acceptance of entrepreneurship by society. This highlights the important impact of
informal values, practices and norms on the overall acceptance and legitimacy of
entrepreneurial endeavors.

Additionally, Sedeh et al. (2020) investigate into the relationship between
opportunity perception and perceived self-efficacy, fear of failure, and informal institutions
in inducing social entrepreneurship. The findings recommend that informal institutions,
especially in the form of supportive cultures, have a deeper impact on social
entrepreneurship as contrasted with those of commercial entrepreneurship. This stresses
the notion that informal norworkabilityve environments enhance the workability and
promotion of social entrepreneurial activities within a given society or community.

Furthermore, Zhu et al. (2019) investigate the impact of informal, entrepreneurship-
oriented institutions in rural communities on farmer entrepreneurship. The research shows
that informal institutions have a radically positive effect on farmer entrepreneurship,

overriding the influence of formal institutions. This points out as to how supportive
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circumstances and informal practices within rural communities contribute to the promotion
and acceptability of entrepreneurial activities, chiefly in agricultural settings

In a similar way, Junaid et al. (2019) discuss the important role of informal
institutions to the advancement of women's entrepreneurship. By stressing the role of
informal values and rules in development of women's entrepreneurial activities, this
research underlines how informal institutions impact the encouragement and acceptability
of entrepreneurship to the women, therefore giving rise to the gender-inclusive
entrepreneurial ecosystems.

Moreover, Ghura et al. (2019) explore the facilitating effect of corruption on the
relationship between entrepreneurial activity and formal institutions. This research
emphasizes that while restructuring formal institutions is important for institutional
effectiveness, the presence of corruption considerably change the level of entrepreneurial
activity. Accepting the impact of corruption as an informal institution is important for
evaluating the prevalence and acceptability of entrepreneurship within divergent social and
social contexts.

Informal institutions act as a crucial role in shaping the suitability of entrepreneurial
activities by reforming societal perceptions, influencing the promotion, and fostering
supportive environments for entrepreneurship, particularly in different contexts such as
post-conflict economies, gender-specific entrepreneurial endeavors, and rural
communities. Considering the effect of informal norms, practices and values is essential
for creating circumstances that fosters and legitimizes entrepreneurial activities, therefore
fostering innovation and economic growth.

4.3.  Factors affecting Entrepreneurship: Dependent Variables
3 different models have been constructed to measure all aspects of entrepreneurial

activities. The dependent variable of the first model is Entp, which is a dummy variable
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equal to 1 if the entrepreneur has stated a new business. The dependent variable of the
second model is JCEntp, which is a dummy variable equal to 1 if the entrepreneur aspires
to create 20 or more new jobs in the next five years. The dependent variable of the third
model is FTEntp, which is a dummy variable equal to 1 if the entrepreneur starts a business
to continue a family tradition.
4.4.  Factors affecting Entrepreneurship: Independent Variables

The independent variables include property rights, judicial effectiveness, number
of procedures that the entrepreneur must complete for starting a new business, number of
days it takes to start a business and the total cost that the entrepreneur must bear to start a
new business. The variables property rights and judicial effectiveness are taken from the
Economic Freedom Index 2019. The variables number of procedures that the entrepreneur
must complete for starting a new business, number of days it takes to start a business and
the total cost that the entrepreneur must bear to start a new business are taken from Ease of
Doing Business 2019. The ease of doing business score benchmarked economies with
respect to their proximity to the best performance on each area measured by Doing
Business. It captured the gap of each economy from the best performance observed on each
of the indicators across all economies in the Doing Business sample since 2005. The
Economic Freedom Index covers 12 freedoms, from property rights to financial freedom
in 184 countries and is published by the Heritage Foundation. We use the Ease of Doing
Business 2019 and the Economic Freedom Index 2019 data as the dependent variables
Entp, JCEntp and FTEntp pertain to 2019 data.

Control variables for a variety of other factors at the individual, and national level
are also used. The control variables used for the individual level are age, age squared,
gender, income level, educational attainment and confidence of the entrepreneur to start a

new business. The individual level variables are taken from Global Entrepreneurship
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Monitor 2019. The national level control variables include business freedom, investment
freedom, financial freedom and gross domestic product per capita at purchasing par parity
are taken from the Economic Freedom Index 2019.

The independent variable property rights evaluate the degree to which a country's
legal framework permits individuals to acquire, hold, and utilize private property. It also
measures the extent to which these rights are safeguarded by applicable laws that the
government enforces effectively. The variable is presented on a scale of 0 to 100 (The
Heritage Foundation, no date). Property rights are expected to have a positive influence
entrepreneurship (Entp) and high job creating entrepreneurship (JCEntp), while negatively
influence entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable judicial effectiveness examines the functioning of legal
frameworks that are essential for protecting the rights of all citizens against unlawful acts
by others, including governments and powerful private parties. Judicial effectiveness
necessitates efficient and fair judicial systems to ensure that laws are fully respected and
that appropriate legal actions are taken against violations. The variable is presented on a
scale of 0 to 100. Judicial effectiveness is expected to have a positive influence on
entrepreneurship  (Entp), high job creating entrepreneurship (JCEntp), and
entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable procedures refer to the steps required for an entrepreneur
to establish and formally operate a business. These procedures encompass the processes
entrepreneurs must undergo to obtain all necessary approvals, licenses, and permits, as well
as to complete any required notifications and verifications for the company and its
employees with the relevant authorities. Procedures is expected to have a negative
relationship entrepreneurship (Entp), high job creating entrepreneurship (JCEntp), and

entrepreneurship that seeks to continue family tradition (FTEntp).
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The independent variable start days refer to the total number of days required for
an entrepreneur to establish and formally operate a business. Start days is expected to have
a negative relationship entrepreneurship (Entp), high job creating entrepreneurship
(JCENtp), and entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable start cost refers to the cost paid by the entrepreneur to
complete all procedures required to start the operation of the business and the paid-in
minimum capital requirement. Start cost is expected to have a negative relationship
entrepreneurship  (Entp), high job creating entrepreneurship (JCEntp), and
entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable age refers to the age of the entrepreneur at the time of
starting a new business, while gender denotes whether the entrepreneur is a male of a
female. Gender is a dummy variable which is equal to 1 if the entrepreneur is a male, 0
otherwise.

The independent variable confidence is represented by a dummy variable. A value
of 1 indicates that the entrepreneurs expressed confidence in starting a new business.
Conversely, a value of 0 indicates that the entrepreneurs lacked confidence to start a new
business due to a fear of failure. Confidence is expected to have a positive effect on
entrepreneurship (Entp), high job creating entrepreneurship (JCEntp), but a negative effect
on entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable business freedom measures the extent to which a
country's regulatory and infrastructural environments constrain the efficient operation of
businesses. The quantitative score is derived from various factors that affect the ease of
starting, operating, and closing a business. Each country's business freedom score ranges
from 0 to 100, with 100 indicating the most favourable business environment (The Heritage

Foundation, no date). Business freedom is expected to have a positive influence on
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entrepreneurship  (Entp), high job creating entrepreneurship (JCEntp), and
entrepreneurship that seeks to continue family tradition (FTEntp).

The independent variable investment freedom evaluates the various regulatory
restrictions typically imposed on investments. An ideal country, where there are no
restrictions on domestic or foreign investment, would receive a score of 100. Investment
freedom is expected to have a positive influence on entrepreneurship (Entp), high job
creating entrepreneurship (JCEntp), and entrepreneurship that seeks to continue family
tradition (FTENtp).

The independent variable financial freedom serves as an indicator of banking
efficiency and a measure of independence from government control and interference in the
financial sector. State ownership of banks and other financial institutions, such as insurers
and capital markets, reduces competition and generally lowers access to credit. In an ideal
banking and financial environment characterized by minimal government interference,
central bank supervision and regulation of financial institutions are limited to enforcing
contractual obligations and preventing fraud. Credit is allocated on market terms, the
government does not own financial institutions, and these institutions provide various types
of financial services to individuals and companies. Banks are free to extend credit, accept
deposits, and conduct operations in foreign currencies, while foreign financial institutions
operate freely and receive the same treatment as domestic institutions (The Heritage
Foundation, no date). The variable is presented on a scale of 0 to 100. Financial freedom
is expected to have a positive influence on entrepreneurship (Entp), high job creating
entrepreneurship (JCEntp), and entrepreneurship that seeks to continue family tradition
(FTEntp).

The independent variable GDP per capita ppp refers to gross domestic product

adjusted for PPP divided by total population. GDP per capita ppp is expected to have a
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positive relationship with entrepreneurship (Entp), high job creating entrepreneurship
(JCENtp), and entrepreneurship that seeks to continue family tradition (FTEntp).

The variables less than post-secondary education, post-secondary education, and
graduation are categorical variables used in the analysis. The post-secondary education
variable is a dummy variable, equal to 1 if the respondent has completed secondary
education, and 0 otherwise. The graduation variable is also a dummy variable, equal to 1
if the respondent has completed graduation, and 0 otherwise. The categorical variable less
than post-secondary education has been omitted to avoid multicollinearity.

Both dummy variables, post-secondary education and graduation, are expected to
have positive effects on general entrepreneurship (Entp) and high job-creating
entrepreneurship (JCEntp). However, they are anticipated to have negative effects on
entrepreneurship aimed at continuing a family tradition (FTEntp). This is because higher
levels of education increase the likelihood of starting a new business but decrease the
likelihood of opening a family business.

The categorical variables lowest income, middle income and upper income
represent the tertile to which the respondent belongs. Middle income is a dummy variable,
equal to 1 if the respondent belongs to the middle income tertile, and O otherwise. Upper
income is a dummy variable, equal to 1 if the respondent belongs to the upper income
tertile, and O otherwise. The tertile lowest income has been omitted to avoid
multicollinearity. Both dummy variable middle income and upper income are expected to
have a positive effect on entrepreneurship (Entp), high job creating entrepreneurship
(JCENtp), and entrepreneurship that seeks to continue family tradition (FTEntp) as the

likelihood of starting any new business grows with the income of the entrepreneur.
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Table 4. 1: Summary Statistics of Dependent and Independent Variables

| Mean | Std.Dev. | Min. Max.
Dependent variables
Entp 0.784 0.411 0 1
JCEntp 0.088 0.284 0 1
FTEntp 0.372 0.483 0 1
Independent Variables
Property Rights 66.210 14.699 33.2 92.3
Judicial Effectiveness 54.726 15.572 20.2 87.1
Procedure 37.595 33.486 2 94.12
Start Days 12.342 10.068 15 48.5
Start Cost 6.767 6.906 0 33
Control Variables
Age 40.031 13.166 18 64
Age Squared 1775.788 1085.375 324 4096
Confidence 0.532 0.499 0 1
Business Freedom 70.874 9.618 47.3 92.9
Investment Freedom 69.627 19.705 5 90
Financial Freedom 61.372 16.824 10 90
GDP per capita ppp 33014.830 | 21163.720 677 124529
Gender 0.504 0.500 0 1
Middle Income 0.274 0.446 0 1
High Income 0.278 0.448 0 1
Post Secondary 0.384 0.486 0 1
Graduate 0.073 0.261 0 1

Table 1 summarizes the summary statistics. 78.4 per cent of the respondents are

About half of the respondents are male, the mean age is around 40 years. 27 per

90

entrepreneurs who have started a business to continue a family tradition.

entrepreneurs had stated a new business. 8.8 per cent of the respondents are entrepreneurs

who aspire to create 20 or more new jobs in the next five years. 37.2 respondents are

cent of the total belong to the middle-income category, while 28 per cent belong to the

high-income category. 38 per cent of the total students have completed post-secondary




education, while only 7 per cent of the respondents have completed their graduate
education. 53 per cent of the respondents had the confidence to start a new business. The
mean of per capita gross domestic product at purchasing par parity is 33014.83. The
average score of property rights is 66.2 on a scale of 0-100. Judicial effectiveness has an
average score of 54.7 on the same scale. The average score of business freedom is 70.9 on
a scale of 0-100. The average of investment freedom is 69.6, and financial freedom is 61.37

on a scale of 0-100.

4.5. Research Question 1: Factors Affecting the Entrepreneur in Starting a New Business
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Table 4. 2: Probit Model- Factors Affecting the Entrepreneur in Starting a New

Business
Independent Variables Coefficient Standard Error

Property Rights -0.015170*** 0.002554
Judicial Effectiveness 0.007464*** 0.001794
Procedure -0.004065** 0.001354
Start Days 0.009048*** 0.001456
Start Cost -0.012616*** 0.002465
Age 0.036837*** 0.006867
Age Squared -0.000347*** 0.000081
Confidence 0.053598* 0.024584
Business Freedom -0.000124 0.002373
Investment Freedom 0.012813*** 0.001803
Financial Freedom 0.001910 0.001872
GDP per capita ppp -0.000007*** 0.000001
Gender -0.221143* 0.090042
Middle Income 0.026915 0.030710
High Income 0.043964 0.029125
Post Secondary 0.123215*** 0.028324
Graduate 0.190308*** 0.050044
Constant -0.203533 0.223888
LR chi-squared 387.14***

Pseudo R-squared 0.0261

Note- “*** Significant at 0%, “**’ Significant at 0.1% ‘*’
Significant at 1%, °.” Significant at 5%.

Higher judicial effectiveness is associated with an increased likelihood of starting
a business. More procedures required to start a business decreases the likelihood of starting
a business. Higher costs to start a business decreases the likelihood of starting a business.
Age of the entrepreneur is positively related with the likelihood of starting a business.
However, there is a significant nonlinear effect of age on starting a business. The negative
sign on age square indicates a concave relationship, meaning the effect of age on starting

a business increases at a decreasing rate. Confidence is positively related with the
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likelihood of starting a new business. Higher investment freedom increases the likelihood
of starting a business. Higher GDP per capita decreases the likelihood of starting a
business, but the effect of GDP per capita on the likelihood of starting a business is very
small. Being male decreases the likelihood of starting a business. The possession of post-
secondary and graduate education increases the likelihood of an entrepreneur starting a
business, compared to individuals whose highest level of education is secondary school.
Financial freedom, belonging to the middle-income or high-income category does
not have a significant effect on the likelihood of starting a business. The probit regression
results highlight several significant factors influencing the likelihood of an entrepreneur
starting a business, including property rights, judicial effectiveness, procedures and days
to start a business, start cost, age, confidence, investment freedom, GDP per capita, gender,
and education level.
4.6. Research Question 2: Factors Affecting the Entrepreneur in Starting a High

Job Creating Business

Higher startup costs significantly increase the probability of creating more than 20
jobs. Older entrepreneurs are less likely to create more than 20 jobs. The positive
coefficient for age squared suggests a nonlinear relationship where the negative effect of
age on job creation probability decreases at higher ages. Greater business freedom
significantly increases the probability of creating more than 20 jobs. Higher GDP per capita
significantly increases the probability of creating more than 20 jobs, though the effect size
is small. Having post-secondary education and graduate, as compared to secondary
education increases the probability of creating more than 20 jobs. Belonging to the high-

income category significantly increases the probability of creating more than 20 jobs.
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Property rights, judicial effectiveness, the number of procedures that the
entrepreneur must undergo before starting a new business, the number of days it takes to
start a business, entrepreneurial confidence, investment freedom, financial freedom and the
gender of the entrepreneur do not significantly affect the probability of creating more than

20 jobs.

Table 4. 3: Probit Model- Factors Affecting the Entrepreneur in Starting a High Job
Creating Business

Independent Variables Coefficient Standard Error
Property Rights -0.003014 0.003804
Judicial Effectiveness -0.005099. 0.002645
Procedure -0.000449 0.002324
Start Days -0.004727. 0.002469
Start Cost 0.009412* 0.004124
Age -0.039037*** 0.010847
Age Squared 0.000360** 0.000128
Confidence 0.066692. 0.039174
Business Freedom 0.025290*** 0.003719
Investment Freedom -0.004869. 0.002824
Financial Freedom -0.003010 0.002739
GDP per capita ppp 0.000011*** 0.000001
Gender 0.186782 0.158798
Middle Income 0.172406 0.042770
High Income 0.318083*** 0.065120
Post Secondary -0.020442 0.053565
Graduate 0.379359*** 0.045381
Constant -2.066376*** 0.358514
LR chi-squared 597.06***

Pseudo R-squared 0.1008

Note- “*** Significant at 0%, “*** Significant at 0.1% “*’
Significant at 1%, °.” Significant at 5%.

The probit regression results indicate that several factors significantly influence the

probability of an entrepreneur creating more than 20 jobs in five years. Notably, startup
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cost, business freedom, GDP per capita, and education level (post-secondary and graduate)

have positive effects, while the age of the entrepreneur has a negative effect.

4.7.  Research Question 3: Factors Affecting the Entrepreneur in Starting a Family

Business

Table 4. 4: Probit Model- Factors Affecting the Entrepreneur in Starting a Family

Business
Independent Variables Coefficient Standard Error
Property Rights -0.006816** 0.002352
Judicial Effectiveness 0.007790*** 0.001651
Procedure 0.004283*** 0.001248
Start Days 0.009107*** 0.001260
Start Cost 0.011050*** 0.002278
Age -0.015188* 0.006331
Age Squared 0.000150* 0.000074
Confidence -0.146288*** 0.022257
Business Freedom 0.002694 0.002183
Investment Freedom -0.000494 0.001624
Financial Freedom -0.004744** 0.001737
GDP per capita ppp 0.000000 0.000001
Gender 0.392529*** 0.082473
Middle Income -0.178574 0.025589
High Income -0.245592*** 0.044680
Post Secondary -0.026525*** 0.027886
Graduate -0.083048*** 0.026393
Constant -0.1566056 0.204581
LR chi-squared 539.73***
Pseudo R-squared 0.0285

Note- “*** Significant at 0%, “*** Significant at 0.1% “*’
Significant at 1%, °.” Significant at 5%.

Higher property rights are associated with a lower likelihood of starting a business
to continue the family tradition. Higher judicial effectiveness increases the likelihood of

starting a business to continue the family tradition. More procedures required to start a
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business increase the likelihood of starting a business to continue the family tradition. More
days required to start a business significantly increase the likelihood of opening a business
to continue the family tradition. Higher startup costs significantly increase the likelihood
of starting a business to continue the family tradition. Older entrepreneurs are less likely to
start a business to continue the family tradition. The positive coefficient for age squared
suggests a nonlinear relationship where the negative effect of age on the likelihood of
starting a business to continue the family tradition decreases at higher ages. Having the
confidence to start a business decreases the likelihood of starting a business to continue the
family tradition. Higher financial freedom decreases the likelihood of starting a business
to continue the family tradition. Being male increases the likelihood of starting a business
to continue the family tradition. Having post-secondary and graduate education decreases
the likelihood of starting a business to continue the family tradition. Belonging to the high-
income category decreases the likelihood of starting a business to continue the family
tradition.

Business freedom, investment freedom, GDP per capita does not significantly

affect the likelihood of starting a business to continue the family tradition.

4.8. Summary of Findings

Factors such as judicial effectiveness, the number of procedures, days to start, and
start cost positively influence the probability of an entrepreneur starting a business to
continue the family tradition. In contrast, property rights, age, confidence, financial
freedom, post-secondary education, graduate education, and belonging to the high-income
category negatively influence the probability of an entrepreneur starting a business to

continue the family tradition.
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Effective judicial systems significantly influence the likelihood of starting a
business and continuing family business traditions. A judiciary that efficiently enforces
laws and protects rights ensures that entrepreneurs operate in a predictable and fair
environment. This trust in the legal system is vital for long-term business planning and
stability, which can attract more entrepreneurial activities and sustain family businesses
over generations.

The number of procedures required to start a business impact entrepreneurial
decisions. Streamlining these procedures and reducing bureaucratic hurdles can lower
entry barriers for new businesses. Fewer procedures mean reduced time and complexity,
which can be particularly beneficial for smaller enterprises with limited resources.

The time it takes to start a business is another crucial factor. Prolonged start-up
times can deter potential entrepreneurs due to the high opportunity costs involved. Efficient
regulatory processes that minimize delays can enhance the attractiveness of starting new
ventures, leading to a more vibrant entrepreneurial ecosystem.

The cost associated with starting a business is shown to have a significant effect on
entrepreneurial activity. Lower start-up costs can make entrepreneurship accessible to a
broader segment of the population, encouraging more individuals to launch their
businesses. This inclusivity can lead to increased innovation, competition, and overall

economic growth.
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CHAPTER V:
SUMMARY, IMPLICATIONS, AND RECOMMENDATIONS

5.1.  Summary

The study discussed in this book has highlighted the influence that both formal and
informal institutions have on the growth of businesses. By analysing how these institutions
interact, we have gained insights into how they shape the environment and impact the
achievements of high-growth ventures through a thorough understanding of this
environment to high-growth entrepreneurship.

Academics delving into this subject could explore various avenues for future
research that could enhance our comprehension of how formal and informal institutions
affect high-growth entrepreneurship. One potential research area is how cultural norms and
values influence behaviour and outcomes. Additionally, investigations could focus on the
effects of government policies and regulations on high-growth entrepreneurship and how
they combine with institutions to either support or impede entrepreneurial endeavours.

Moreover, studies should investigate the role of informal institutions, such as
networks and connections, in facilitating high-growth entrepreneurship. Understanding
how entrepreneurs use their networks to access resources, opportunities, and assistance
could offer insights into how informal institutions impact success.

Furthermore, delving into how mentorship and advisory services contribute to
support growing businesses could provide suggestions for policymakers and educators
looking to nurture a more encouraging entrepreneurial environment. To sum up, examining
the effects of informal establishments on high-growth entrepreneurship is a diverse area
that requires additional investigation. By persisting in studying the interactions between

these establishments and their impact on results, we can devise efficient tactics for
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advancing high-growth entrepreneurship and stimulating economic development. | urge
professors and researchers to keep exploring this subject matter and to cooperate across

fields to enhance our comprehension of this crucial research area.

5.2.  Implication for Strengthening Formal Institutions

To promote the growth of high-growth entrepreneurial ventures, enhancing the
formal institutions that oversee and support business operations is crucial. Below are some
policy suggestions to help achieve this objective;

1. Improving Financial Accessibility: A major hurdle for entrepreneurs aiming for
growth is obtaining resources. Policymakers should strive to create an environment for
institutions to offer affordable and accessible credit options to entrepreneurs. This can
involve establishing funds for high-growth startups, providing loan guarantees and
enhancing the credit scoring system to evaluate entrepreneurs' creditworthiness.

2. Simplifying Regulations; Complicated and burdensome regulations often hinder
entrepreneurs seeking business expansion. Policymakers should simplify regulations to
reduce obstacles and foster a business-friendly atmosphere. This could entail streamlining
licensing processes, cutting down on the time and costs associated with starting a business
and enhancing the effectiveness of bodies.

3. Investing in Education and Training: Successful high-growth entrepreneurs need
a range of skills and knowledge to thrive in today's business landscape. Policymakers
should allocate resources towards programs that focus on entrepreneurship, innovation, and
business management.

To support entrepreneurs in enhancing their businesses and staying competitive on
a scale it is important to focus on fostering innovation, technology adoption and

strengthening intellectual property rights. These actions can drive growth and productivity
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and open up opportunities for development by incentivizing creativity and protecting
innovations. Implementing these policy suggestions can create an environment for
entrepreneurs to flourish, innovate and contribute to progress effectively. These measures
must be put into practice promptly and efficiently to impact the entrepreneurial landscape.
To fully tap into the potential of institutions in fostering high-growth entrepreneurship,
policymakers need to grasp the role these entities play in shaping entrepreneurial
behaviour. One crucial suggestion is acknowledging and validating norms and practices
supporting endeavours. By recognizing the significance of these institutions, policymakers

can strive to create an environment in which entrepreneurs can flourish.

5.3.  Implication for Strengthening Informal Institutions.

This can be accomplished through partnerships involving government bodies,
industry groups and community organizations. By capitalizing on the strengths of both
informal setups, policymakers can establish a supportive ecosystem for high-growth
entrepreneurship. Such collaboration can also help address any shortcomings or gaps in the
structure.

Moreover, policymakers should concentrate on enhancing the capacity of
institutions to bolster entrepreneurship. This may entail offering training and resources to
leaders and community members who influence entrepreneurial behaviour. By investing in
the advancement of these setups, policymakers can enhance the ecosystem for high-growth
entrepreneurship.

Furthermore, it is advisable for policymakers to involve institutions in formulating
and executing entrepreneurship policies and programs. By involving individuals from
organisations in the decision-making process, policymakers can ensure that their strategies

are better aligned with the needs and circumstances of entrepreneurs working in informal
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settings. This collaborative method can assist in developing policies that are customized to
the unique environment of informal business activities.

Recognizing the significance of institutions and actively collaborating with them,
policymakers can establish a supportive atmosphere for entrepreneurial growth. By
utilising the strengths of both informal organisations, policymakers can strive to nurture an

entrepreneurial community that fosters the advancement and prosperity of entrepreneurs.

5.4.  Recommendations for Future Research

As we explore how formal and informal institutions influence high-growth
entrepreneurship, there are topics that deserve more research attention. One area worth
investigating is the impact of norms and values on shaping entrepreneurs' behaviour.

Examining how cultural elements affect entrepreneurs' decision-making processes
could offer insights into how institutions can enhance their support for high-growth
ventures.

Another crucial aspect of investigation is the influence of technology on high-
growth entrepreneurship. Given the evolution of technology, it is essential to understand
how these advancements are influencing the landscape. Research in this domain could
explore how technology enables business models, disrupts industries, and presents
challenges and opportunities for high-growth entrepreneurs.

Furthermore, there is a pressing need for research on how government policies and
regulations promote high-growth entrepreneurship. By analysing how government
interventions either facilitate or impede activity, we can gain an understanding of creating
an ecosystem that fosters and sustains high-growth ventures. This research could also offer
insights into the effectiveness of policy measures and guide policymakers aiming to

encourage entrepreneurship.
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Moreover, there is a need for an investigation into how formal and informal
institutions intersect within high-growth entrepreneurship. Understanding the relationship
between these institutions and how they shape behaviour can provide valuable insights into
the key drivers of successful business ventures. This line of inquiry may also uncover
collaboration opportunities between informal institutions to enhance support for high-
growth entrepreneurship.

In summary, the future outlook for research on the impact of informal institutions
on high-growth entrepreneurship holds promise. By exploring aspects such as norms,
technological advancements, government regulations, and the interplay between informal
structures, we can deepen our comprehension of the underlying mechanisms that propel
entrepreneurial achievements. This knowledge benefits scholars aiming to advance their
field and decision-makers and industry professionals seeking to cultivate an environment

conducive to innovation and economic expansion.

55. Conclusion

The dynamic between informal institutions impacts the fostering of high-growth
entrepreneurship in entrepreneurial communities. Government policies and regulations, as
institutions, play a role in supporting both high-growth and social entrepreneurship. On the
other hand, informal institutions like values and social norms also influence entrepreneurial
activities by shaping individuals' behaviours and perspectives.

Studies show that supportive informal institutions play a role in encouraging the
establishment and expansion of businesses underscoring the importance of creating an
environment conducive to entrepreneurial success. Additionally, the presence of
institutions such as secure property rights and minimal government interference has been

linked to facilitating both social and commercial entrepreneurial ventures.
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Entrepreneurial ecosystems are shaped by frameworks and the resources and
support accessible within these ecosystems. Supportive entrepreneurial environments
provide resources that encourage innovation among entrepreneurs, leading to the formation
of successful startups. Moreover, the development of ecosystems is impacted by
individuals' drive for entrepreneurship and the specific contextual factors in which they
operate.

Regarding implications, research suggests moving beyond theories, like Baumol's
theory of entrepreneurial allocation, to consider how individual factors and entrepreneurial
actions influence entrepreneurs' decision-making processes.

This emphasizes the importance of policymakers and professionals understanding
the interaction between rules and informal practices to create successful approaches
promoting thriving entrepreneurship.

To sum up, the mix of sources points out the connection between established
regulations and informal norms and their effects on flourishing entrepreneurship. By
recognizing the real-world consequences of this influence, policymakers and professionals
can develop plans that encourage entrepreneurial endeavours and nurture a climate that

supports continuous growth and creativity in entrepreneurial environments.
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Appendix A: Probit Model

Let us assume that the decision to start a business depends on an unobservable
utility index I;, that is determined by many explanatory variables represented by X, in such
a way that the larger the value of the index I;, the greater the probability of starting a

business.
Ii= P14+ B2Xi

Given the assumption of normality, the probability that I;is less than or equal to I

can be computed from the standardized normal CDF as:
Pi=PY =1|X) =P(J* £ 1) = P(Zi < 1+ [2Xi) = F(B1+ B2Xi)
Where P(Y = 1]|X) means the probability that an event occurs given the values of
the X, pr explanatory variables and where Ziid the standard normal variable, that is,
Z~N(0, g2). F is the standard normal CDF.

1 L
F(I)=—— [ e7z%2dz
2T -

B1+ B2X;
F()=—— [ e-22/2 dz
277: —o0

Since P represents the probability that an event will occur, that is, the probability
of starting a new business, it is measured by the area of the standard normal curve from
—oo to Ii. Now to obtain information on I;, the utility index, as well as fiand S2, we take

the inverse and obtain
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Ii = F-1(I)) = F-1(Py)

= L1+ [2Xi

Where F-1is the inverse of normal CDF.
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