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░ ABSTRACT: While prior research has uncovered the impact of some national institutions on the general level of 

entrepreneurship in a country, there is still limited knowledge about the role of the institutional arrangements of a country on 

specific types of entrepreneurial activities, namely necessity versus opportunity entrepreneurship. To address this gap, we conduct 

a multilevel analysis using a sample of 10776 individuals from 55 diverse countries to examine how institutional factors (i.e., 

countries‟ institutional profile and national innovation system) impact entrepreneur‟s choice of pursuing a specific type of 

entrepreneurship. Using Hierarchical Linear Modeling, the findings indicate that neither institutional profile nor national 

innovation system (NIS) elements solely determine the choice between opportunity motivated entrepreneurship (OME) and 

necessity motivated entrepreneurship (NME); however, OME tends to be higher in instances when supportive institutional 

arrangements (regulatory, normative, and cognitive) toward entrepreneurship get coupled with national innovation system factors. 

The study contributes to a more nuanced understanding of embedded agency within the institutional logics perspective. It bridges 

the literature on individual and institutional antecedents of entrepreneurship. Further implications for theory and practice are 

discussed. 

Keywords: National Innovation System (NIS), Institutional profile, Opportunity Motivated Entrepreneurship (OME), Necessity 

Motivated Entrepreneurship (NME) 

 

 

░ 1. INTRODUCTION 
Do institutions have equal impact on everyone in society? 

Under what circumstances individuals may act differently in 

terms of choosing a certain type of entrepreneurial activity? 

Which individuals are more likely to start a business to take 

advantage of an un-exploited or under-exploited opportunity 

rather than starting a business merely out of necessity? These 

are key issues for policymakers striving to promote 

entrepreneurship due to its significant economic outcomes. 

Though some scholars have examined the impact of 

institutions on the rate of entrepreneurship [1, 2], the impact of 

national institutions on individuals‟ choosing a specific type of 

entrepreneurship is still under-researched.  

The main focus of the institutional logics perspective [3, 4] is 

on how broader belief systems may shape the cognition, 

behavior, identity, and goals of economic actors. Under this 

view, entrepreneurs demonstrate individual agency subject to 

complex systems of institutional forces which may lead them 

to perform differently in terms of engaging in business 

activities [5]. This situation of limited freedom due to 

institutions is known as embedded agency [6]. We utilize this 

framework to uncover the nuanced impact of institutions on 

the type of entrepreneurial ventures that people pursue. 

National institutions have proven to influence the types of 

opportunities people discover, the decision to start up a 

venture, the types of organizations they form, the financing 

arrangements they select, the management methods they 

employ, and the growth they achieve [7]. The institutional 

context provides the tools, models, and constraints that shape 

the entrepreneur‟s choices about each of these [2]. 

While entrepreneurship has been long identified as one of the 

major engines of economic growth [8-10], not all types of 

entrepreneurship have equal impact on economic 

development. While necessity entrepreneurship (motivated by 

lack of employment and financial distress) has been identified 

to have no significant impact on economic growth, opportunity 

entrepreneurship (motivated by discovering a specific 

opportunity and an innovative solution) leads to significant 

and positive economic outcomes [11]. Thus, exploring the 

factors that spur opportunity entrepreneurship and its 

consequent economic outputs is of great interest for 

policymakers. Studying entrepreneurial choice in 55 countries, 

we find that in countries where the national innovation system 

components get coupled with the supportive institutional 

profile toward entrepreneurship, potential entrepreneurs are 

more likely to engage in opportunity rather than necessity 

motivated entrepreneurship.  

This study has several implications for the understanding of 

institutions, entrepreneurship, and opportunity recognition. 

First, it further demonstrates the value of the institutional 

logics perspective in explaining the nature of how institutions 

impact individuals. By highlighting a situation in which agents 

differ in their responses to institutional forces, the importance 

The Joint Effect of Institutional Profile and National 

Innovation System on the types of Entrepreneurship 
 

Mehdi Sharifi Khobdeh
1
 and Sogand Tayebinaz

2 
1
Broadwell College of Business and Economics, Fayetteville State University, Fayetteville, NC, USA 

2
Richard J. Wehle School of Business, Canisius College, Buffalo, NY, USA 

 

*Correspondence: Mehdi Sharifi Khobdeh, mkhobdeh@uncfsu.edu    

ARTICLE INFORMATION 

Author(s): Mehdi Sharifi Khobdeh and Sogand Tayebinaz 

Received: 13 May, 2021; Accepted: 14 July, 2021; Published: 30 July, 2021 ; 

e-ISSN: 2347-4696;  

Paper Id: BMN-IJBMR-2021-45; 
Citation:  doi.org/10.37391/IJBMR.090303 

Webpage-link:  
https://ijbmr.forexjournal.co.in/archive/volume-9/ijbmr-090303.html 

mailto:mkhobdeh@uncfsu.edu
https://ijbmr.forexjournal.co.in/archive/volume-9/ijbmr-090303.html


 International Journal of 
                           Business and Management Research (IJBMR) 

Open Access | Rapid and quality publishing                    Research Article | Volume 9, Issue 3 | Pages 255-267 | e-ISSN: 2347-4696 

 
256 Website: www.ijbmr.forexjournal.co.in                                               The Joint Effect of Institutional Profile and National 

of one of the institutional logics perspective‟s defining 

features, embedded agency, is further validated. Second, this 

study advances understanding about the entrepreneurial 

opportunity recognition [12].  

Entrepreneurship scholars have increasingly grappled with 

whether personal or contextual characteristics matter most for 

successful entrepreneurship. Our findings show that besides 

individual characteristics (e. g. age, gender, employment 

status, and household size), institutional arrangements have a 

significant impact on entrepreneurial choice. Furthermore, this 

study has important policymaking implications for economic 

development. It does so by highlighting conditions in which 

national innovation system factors have a stronger impact on 

potential entrepreneurs‟ choice. Specifically, supportive 

institutional profile components coupled with higher levels of 

entrepreneurial education, access to the latest technology and 

support from venture capitalists, increase the likelihood of 

individuals pursuing opportunity motivated entrepreneurship 

rather than necessity motivated ones. 

░ 2. THEORY DEVELOPMENT 
2.1 Institutional Logics, Embedded Agency, and 

Entrepreneurship 
The institutional logics perspective considers institutions as 

the outcomes of systems of interconnected and logically 

cohesive ideologies that have taken root within societies over 

long periods of time. These systems of institutional logics are 

socially constructed, historical outlines of material practices, 

conventions, values, beliefs, and rules by which individuals 

produce and reproduce their material subsistence, organize 

time and space, and provide meaning to their social reality [3]. 

In sum, institutional logics are the underlying thought patterns 

and worldviews that support and shape human behavior. Each 

institutional logic includes several practices, beliefs, values, 

and rules. By participating in these institutions, agents gain 

identity, legitimacy, a basis of attention, a basis for strategy, 

and goals for the future [13]. Relying on these insights, the 

notion of embedded agency claims that individuals are 

embedded agents using individual discretion within a complex 

institutional environment [4]. In other words, people have 

freedom, but it‟s limited. Simply put, individuals‟ behaviors 

are formed based on the logics they are surrounded with which 

are in turn shaped by: (a) the degree to which a particular 

institutional logic has been historically institutionalized within 

a given society (b) the degree to which agents are embedded in 

fields consisting of conflicting logics and (c) the situational 

context(s) (i.e. the immediate time and place) in which 

individuals find themselves [4]. 

2.2 Types of Entrepreneurial Activity 

Entrepreneurial activity can be conceptualized as either 

opportunity or necessity motivated [8]. Opportunity motivated 

entrepreneurship activities are embarked upon in the spirit of 

innovation, profit, and growth [14, 15] or may entail the 

leveraging of existing information in a new way [16]. On the 

other hand, a necessity-motivated venture may be undertaken 

to provide employment and meet financial obligations out of 

economic necessity [17, 18]. Opportunity motivated 

entrepreneurship is more consistent with the Schumpeterian 

innovations which contribute significantly to economic growth 

through providing greater job growth, exports, and 

exploitation of new market niches [19]. However, previous 

studies show that necessity motivated entrepreneurship has at 

best no significant economic effect [11].  

Unlike necessity entrepreneurship that is mainly driven by 

lack of employment opportunities, opportunity 

entrepreneurship is defined as the voluntary decision to enter 

the entrepreneurial career in order to exploit an unexploited or 

underexploited entrepreneurial opportunity, either imitative 

(Kirznerian) or innovative (Schumpeterian), even if other 

employment alternatives are available [17]. 

Previous research has indicated that necessity- and 

opportunity-motivated entrepreneurship should be considered 

separately to accurately understand how context relates to the 

level of entrepreneurial activity [7]. Institutions appear to 

impact the level of entrepreneurial activity regardless of the 

type [2]. However, the overall environmental context of 

countries may support one type of entrepreneurship more than 

the other [2]. Therefore, institutional structures that provide a 

suitable environment for innovations would increase the 

probability of people being engaged more in opportunity 

motivated entrepreneurship and thus, contribute to the 

economic growth and prosperity of a country [20]. Consistent 

with this argument, Stenholm, et al. [7] believe that to conduct 

entrepreneurs toward high-impact entrepreneurship (e.g. 

OME), an institutional environment, filled with new 

opportunities created by necessary knowledge and capital, 

matters most. 

2.3 Institutional Profile and Entrepreneurial 

Activity 

Primarily, the institutional theory was developed to explain 

how different groups and organizations better establish their 

positions and win legitimacy by meeting the requirements of 

the institutional environment in terms of rules, norms, and 

cognitions [21]. Broadly speaking, institutions refer to formal 

sets of rules [22], agreements [23], less formal shared 

interaction sequences [24], and implicit assumptions [25] that 

organizations and individuals are expected to follow. These 

institutional forces are summarized in Scott‟s [21] three-pillar 

framework; regulatory, normative, and cognitive.  

Following Scott‟s [21] seminal conceptualization of national 

institutions into three main pillars, Kostova [26] introduced the 

notion of a “three-dimensional country institutional profile” to 

explain how domestic business activities of nations can be 

understood through a country's government policies 

(constituting a regulatory dimension), value systems (a 

normative dimension), and widely shared social knowledge (a 

cognitive dimension). Later, Busenitz, Gomez, and Spencer 

[27] utilized Kostova‟s institutional profile concept to develop 

and validate measures of the regulatory, normative, and 

cognitive dimensions of a nation‟s institutional profile, 

particularly within entrepreneurship domain [28]. Although 
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these studies had some methodological limitations, the concept 

of examining the impact of a country‟s institutional profile on 

entrepreneurship seems to be a promising direction. This point 

of view has been further supported by the Global 

Entrepreneurship Monitor (GEM) survey which shows cultural 

social norms, financial support, and government policies are 

the three most often mentioned issues related to the 

entrepreneurial activity [17].  

The regulatory pillar is mostly the result of studies in 

economics and refers to factors such as governmental laws and 

legislations, and industrial standards and protocols. This 

dimension of institutional arrangement can either promote or 

hinder entrepreneurship through defining the context in which 

new ventures evolve including the extent of risk involved in 

creation and start of a new business [29]. In general, 

entrepreneurial activities are higher in nations with free 

markets, less regulation, and few barriers to entry [30] and 

small-business sector is larger where business start-up costs 

are lower. In countries with unstable regulatory settings and 

lack of intellectual property rights, respectively, 

entrepreneurship opportunity cost may increase significantly, 

and individuals may be discouraged to specialize or exploit 

their capabilities to the fullest [31]. In other words, while 

supportive and facilitating regulations toward entrepreneurship 

result in higher country-level entrepreneurship, weak support 

from regulatory institutions enhances the transaction cost for 

entrepreneurs who want to launch a new venture [32]. 

Social norms, values, and beliefs related to human behavior 

form the normative institutional pillar [22, 28]. Within a 

society, perspectives are shared socially, embedded and 

transmitted by people [27] and they gain legitimacy based on 

the extent to which the related action is getting accepted [33]. 

Translating these insights into entrepreneurship language, 

norms and values can define the desirability of 

entrepreneurship as a career within a society. In other words, 

individuals' entrepreneurial intentions are influenced by the 

attitudes, beliefs, and expectations of a social reference group 

which can be family, relatives, and also a larger set of social 

references at the national-level [7, 34]. Prior studies have 

found a positive correlation between the rate of new venture 

creation and a positive view toward entrepreneurs, and a 

negative correlation between undesirable societal view toward 

those who previously failed and the founding rates within a 

country. For instance, Lounsbury and Glynn [35] found that 

the extent to which successful entrepreneurs are introduced 

publicly is significantly associated with entrepreneurial 

activity in a society. Fostering a favorable impression of 

entrepreneurial activity in the society [36] and giving high 

status to the successful entrepreneurs by means of educational 

system and the media, result in higher rates of 

entrepreneurship at the country level [2, 7].  

The cognitive institutional pillar refers to the people‟s 

collective understandings of the social reality that is used as a 

reference of meaning within a society and form the 

individuals‟ interpretations and beliefs [22, 37]. What makes 

the cognitive distinct from the normative pillar is that the 

normative pillar is concerned with what people consider 

legitimate, acceptable ways of gaining something that has 

broad societal approval, while the cognitive pillar reflects the 

principles that are believed and internalized by individuals 

[37]. Using available data on cross-country differences in 

culture, perceptions of entrepreneurial activity, and cognitive 

scripts, recent studies acknowledge that the variance of 

entrepreneurial cognitions across countries will result in 

different rates of entrepreneurship [2, 7]. Support from 

cognitive institutions such as social capital, social networks, 

and role models, increases the degree to which individuals 

perceive that they are capable of starting a new venture [7]. 

Such institutions are major determinants of recognition and 

exploitation of entrepreneurial opportunities [38] and therefore 

entrepreneurial intentions [39].  

Although there is a well-established relationship between 

supportive institutional profile toward entrepreneurship and 

the rate of entrepreneurial activity [2, 7], the relationship 

between institutional arrangements and the type of 

entrepreneurship is still unclear despite their distinct impact of 

OME (versus NME) on economic growth. 

2.4 National Innovation System 

National Innovation Systems (NIS) is one of the major 

theoretical frameworks that allows scholars to identify the 

distinctive aspects of a nation's innovation environment 

including the flow of knowledge, technology and information 

among people, enterprises and institutions which is key to the 

innovation at the national level [40, 41]. Country-specific 

general and structural mechanisms of society (such as political 

and educational systems) influence the growth and distribution 

of knowledge [41]. National institutions impact patterns of 

innovation in a given country in two major ways [42]: First, 

the societal institutions which support industrial innovation 

vary substantially country by country. For example, in many 

countries, the procedures and practices of a nation's 

universities and governmental research institutes are shaped by 

the nation's historical development. In other words, since 

technology-driven industries are often supplied by universities 

and research institutes for knowledge and human capital, the 

technological performance of a country's firms is influenced 

by the features of these institutions [43]. Second, the national 

setting impacts the institutional arrangements and behavioral 

outlines of firms and individuals. For example, the 

organization of work and patterns of communication within 

and between firms, or between universities and firms reflect 

broader societal features that have been imprinted on firms and 

institutionalized over time [44]. 

The elements and relationships which interact 

in the production, diffusion and use of new, 

and economically useful, knowledge either 

located within or rooted inside the borders of 

a nation state. 

Lundvall 

[45] 

A set of institutions whose interactions 

determine the innovative performance of 

national firms.  

Nelson 

[43] 
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The national institutions, their incentive 

structures and their competencies, that 

determine the rate and direction of 

technological learning (or the volume and 

composition of change generating activities) 

in a country.  

Patel & 

Pavitt 

[46] 

That set of distinct institutions which jointly 

and individually contribute to the 

development and diffusion of new 

technologies and which provides the 

framework within which governments form 

and implement policies to influence the 

innovation process. As such it is a system of 

interconnected institutions to create, store and 

transfer the knowledge, skills and artefacts 

which define new technologies.  

Metcalfe 

[47] 

Table 1: Summarizes some of the definitions for the national 

system of innovation. 

A country‟s innovative performance relies on the way these 

elements work with each other to create and diffuse 

knowledge and technology. For example, public research 

institutes, academia, and industry serve as research producers 

carrying out R&D activities [48]. On the other hand, 

governments (central or regional) play the role of coordinator 

among research producers through their policy instruments, 

visions, and perspectives for the future [41]. Furthermore, in 

order to enhance innovation level in a country, innovative 

actors must get coupled with each other and the government 

should promote and activate trust among the different 

innovation actors [49]. These corporations could take place in 

forms of joint research initiatives, personnel exchanges, cross 

patenting, and purchase of equipment [40].  

In the following section, we put forth some hypotheses to 

explain and examine how some fundamental components of 

NIS affect the likelihood of potential entrepreneurs‟ getting 

involved in opportunity motivated entrepreneurship, an 

innovation-oriented entrepreneurial activity [7]. 

2.4.1 Entrepreneurship education and training 
One of the major elements influencing innovative activities in 

a society is the national education systems [45]. Baumol [50] 

believes that the design of the educational process has 

significant consequences for the capabilities of the individuals 

engaged in innovative activities through stimulating creativity 

and imagination and facilitating their utilization. There are 

several arguments for why different education systems may 

play an important role in explaining the discovery of 

opportunities. For instance, Arenius and Clercq [51] argue that 

opportunities are recognized by some individuals and not by 

others based on their differential access to the resources. More 

specifically, they claim that individuals' education may 

enhance opportunity recognition through the facilitation of 

access to knowledge, e.g., connections to other 

"knowledgeable" people such as alumni network contacts [52].  

Individuals' educational level also positively affects the 

likelihood of perceiving opportunities because highly-educated 

individuals have a broader knowledge base to draw from and 

thus a higher likelihood to relate this knowledge to potential 

entrepreneurial opportunities [52]. In fact, prior knowledge has 

been proven to influence the discovery of entrepreneurial 

opportunities [12]. Training and education, specifically in the 

field of entrepreneurship, enhance the population's ability to 

recognize and pursue entrepreneurial opportunities. 

Additionally, they provide people with the necessary technical 

skills and competencies required to launch new start-up firms 

[53]. Thus, while the supportive institutional profile of a 

country may result in higher rates of entrepreneurship 

regardless of the type, it may induce higher opportunity 

motivated entrepreneurial activities in the countries with more 

entrepreneurial related education and training. Therefore, 

Hypothesis 1: Individuals’ entrepreneurial choice is 

associated with the interaction between country’s institutional 

profile and the level of entrepreneurship training and 

education such that supportive institutional profile toward 

entrepreneurship coupled with higher levels of 

entrepreneurship training and education will lead to higher 

OME rather than NME. 

2.4.2 University-industry collaboration 
The collaboration between industries and universities is 

defined as the interaction between any parts of the higher 

education system and corporations aiming mainly to 

encourage knowledge and technology exchange [7, 54]. Such 

exchange process can enrich the knowledge and function as a 

vehicle to boost innovation [55]. Additionally, the linkage 

between universities and industries has been identified as a 

tool for enhancing organizational capacity in open innovation, 

where an organization employs external networks in 

developing innovation and knowledge [56], as a 

complementary option to the traditional internal R&D [57]. 

Countries, however, vary in the extent to which firms 

collaborate with research institutions and higher education 

system, reflecting differences in the commercial orientation of 

academia [58]. 

In sum, the collaboration between universities and industries 

can significantly improve innovation in an economy by 

facilitating the flow and utilization of knowledge, technology, 

and experience across sectors [59]. Since opportunity 

motivated entrepreneurship is characterized by innovation 

level, it can be assumed that higher levels of the university-

industry collaborations, may induce higher opportunity 

motivated entrepreneurial activities in the presence of 

facilitative institutional profile toward any types of 

entrepreneurial activities (OME or NME). Accordingly, 

Hypothesis 2: Individuals’ entrepreneurial choice is 

associated with the interaction between country’s institutional 

profile and the level of university-industry collaboration such 

that supportive institutional profile toward entrepreneurship 

coupled with higher levels of university-industry collaboration 

will lead to higher OME rather than NME. 
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2.4.3 Availability of latest technology 
One of the particular features of national innovation system 

which affect the flows of scientific knowledge is the national 

technology policy and nations vary substantially in a way 

technology is diffused within the society [41]. In some nations 

technology diffusion is considered as an explicit part of the 

government's mandate which is carried out by "diffusion-

oriented innovation policies”. Accordingly, the government 

establishes programs, institutions, and structural linkages 

specifically for the purpose of facilitating the industry's 

appropriation of new scientific developments [58]. Most 

studies show that technology diffusion at the country level has 

a positive impact on productivity and innovation [60]. In fact, 

dissemination of technology can be as important as R&D 

investments to innovative performance in many cases [61].  

“Technological change provides the basis for the creation of 

new processes, new products, new markets, and new ways of 

organizing; and entrepreneurship is central to this process” 

[62]. Shane [12] notes that any given technological change 

will generate a range of entrepreneurial opportunities that are 

not obvious to all potential entrepreneurs. Accordingly, it can 

be assumed that in a country with supportive institutional 

arrangements toward entrepreneurship, it is more likely for 

potential entrepreneurs to start a new business to exploit new 

opportunities rather than alleviating their financial needs 

through necessity motivated entrepreneurship, when they have 

more access to the latest technology and are aware of the 

technological change,. Thus, 

Hypothesis 3: Individuals’ entrepreneurial choice is 

associated with the interaction between country’s institutional 

profile and the level of the latest technology availability such 

that supportive institutional profile toward entrepreneurship 

coupled with higher levels of latest technology availability will 

lead to higher OME rather than NME. 

2.4.3 Availability of venture capital 
Another element of the national innovation system which 

affects the accumulation of knowledge and its diffusion 

through society is the venture capital system [41]. The 

availability of venture capital (VC) firms that fund start-ups 

vary significantly across countries [58]. Kortum and Lerner 

[63] are among the early scholars who systematically studied 

the relationship between VC and innovation by examining the 

influence of VC on patented innovations in the United States 

across 20 industries and find that a dollar of VC appears to be 

about three times more effective in stimulating patenting than 

a dollar of traditional corporate R&D and that the VC 

investments may have accounted for 8 percent of industrial 

innovations during 1983-1992.  

Similarly, Hellmann and Puri [64] find that VC-backed firms 

follow more innovative strategies than non-VC-backed firms 

and that the former tends to grow faster than their industry 

counterparts. For high impact entrepreneurs (i.e., OME), an 

institutional environment filled with new opportunities created 

by knowledge spillovers [65] and the capital availability are 

crucial [7, 66]. VC firms provide not only the required capital 

but also their technical and managerial expertise and connect 

the ventures to other elements of their value chain. So, in 

presence of a supportive institutional profile toward 

entrepreneurship, opportunity motivated entrepreneurial 

activities are more likely to be pursued in a society where the 

individuals are more supported by VCs. Thus, 

Hypothesis 4: Individuals’ entrepreneurial choice is 

associated with the interaction between country’s institutional 

profile and the level of venture capital availability such that 

the supportive institutional profile toward entrepreneurship 

coupled with higher levels of venture capital availability will 

lead to higher OME rather than NME. 

 
Figure 1: Displays the theoretical framework developed by 

hypotheses 1-4. 

░ 3. METHODOLOGY 
3.1 Data and Sample 
Data for this study were taken from several sources. Data for 

entrepreneurial choice (dependent variables) are taken from 

the 2013 Global Entrepreneurship Monitor (GEM) Adult 

Population Survey. The GEM includes standardized measures 

for various aspects of each surveyed country's entrepreneurial 

activities. In 2013 the GEM interviewed more than 240,000 

people from 69 geographically and economically dispersed 

economies (coded 1 for OME and 0 for NME). Of these 

observations, much was not useable for this study. 

Observations with missing data were removed. Finally, we 

were able to retain 10,776 observations from 55 different 

economies. Individual level data from the GEM‟s 2013 Adult 

Population Survey, were combined with institutional level data 

from the GEM‟s 2013 National Expert Survey, Heritage 

Foundation/Wall Street Journal IEF and the World Bank's 

Ease of Doing Business Index and Global Competitiveness 

Index report. 

3.2 Dependent Variable: Entrepreneurial Choice 

The GEM Adult Population Survey contains data on 

individuals‟ entrepreneurial choice. The survey asks the 

question “Were you involved in this start-up to take advantage 

of a business opportunity or because you had no better choices 

for work?” Answers range from 0 to 5 (I don‟t know=-0, Take 

advantage of business opportunity=1, No better choice=2, 

Combination of both=3, Have a job but seeking better 

opportunities=4, Other=5). We just included those who 

answered 1 and 4 (coded 1 for OME) and 2 (coded 0 for 

NME) to make our data mutual exclusive. Prior literature has 
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validated this measure as a means of capturing entrepreneurial 

choice [2, 20]. 

3.3 Independent Variables 
3.3.1 Institutional profile 
GEM has also developed country level entrepreneurship 

variables through its National Expert Survey. That survey has 

developed standardized measures of business and government 

experts‟ perceptions of several key indicators of the country‟s 

entrepreneurial framework. The expert questionnaire assesses 

the institutional environment, including elements of the 

nations‟ institutional profile, specifically as it relates to 

entrepreneurship. Several of the survey‟s constructs contain 

multiple items. These constructs have been demonstrated to be 

valid and reliable [2, 7, 20]. Here, we follow Valdez and 

Richardson [2] and Stenholm, et al. [7] and utilize those 

elements consistent with Kostova‟s [27] framework. 

Accordingly, we use three independent variables to assess 

Kostova‟s institutional profile. Data for the first institution, the 

regulatory pillar, is drawn from the Heritage Foundation/Wall 

Street Journal IEF and the World Bank's Ease of Doing 

Business Index, 2013. Data for the other two (normative and 

cognitive institutions) are collected from the 2013 Global 

Entrepreneurship Monitor (GEM) Adult Population Survey. 

Prior studies [1, 6, 17] have used Heritage Foundation/Wall 

Street Journal Index of Economic Freedom (IEF) and Ease of 

starting up a business to operationalize the regulatory 

dimension. The concept of economic freedom is closely 

related to the concept of regulatory institutions, which are 

government laws, and regulations that guide and restrict 

economic action. There are 10 components that form the Index 

of Economic Freedom (IEF). These components are property 

rights, freedom from corruption, fiscal freedom, government 

spending, business freedom, labor freedom, monetary 

freedom, trade freedom, investment freedom and financial 

freedom where each component is a composite of multiple 

items [20]. Countries are scored on a one to five scale where 

low scores represent less governmental interference and high 

scores indicate that a country has less economic freedoms. In 

this study, other than the Heritage Foundation IEF, we also 

used the concept of ease of starting up a business that includes 

the number of procedures needed to start a business, including 

interactions to obtain necessary permits and licenses and to 

complete all inscriptions, verifications, and notifications to 

start operations as well as the time it takes to legally start a 

business [7].  

To capture normative construct, we used three already 

validated measures of high status to successful entrepreneurs, 

entrepreneurship as a good career choice and media attention 

for entrepreneurship [2, 7] from 2013 Global Entrepreneurship 

Monitor (GEM) Adult Population Survey. The first item 

measures the status of entrepreneurship in a country through 

the percentage of the adult population that agreed with the 

statement that in their country people attach high status to 

successful entrepreneurs. The second item captures desirability 

of entrepreneurship by measuring the percentage of adults who 

agreed with the statement that in their country, most people 

consider starting a business as a desirable career choice. The 

third item measures the level of perceived media attention paid 

to entrepreneurship through the percentage of the adult 

population who agreed with the statement that in their country 

they would often see stories in the public media about 

successful new businesses. All three components align with 

Scott‟s [22] conceptualization of normative institutions [2, 7].  

The cognitive pillar is captured by four indicators of perceived 

opportunities, perceived capabilities, knows an entrepreneur 

and fear of failure [2, 7] from 2013 Global Entrepreneurship 

Monitor (GEM) Adult Population Survey. These items are 

percentages reflective of participants‟ answers to the GEM‟s 

categorical questions. The first item measures the percentage 

of the adult population who see promising opportunities to 

start a business in the area in which they live. The second item 

captures the participants‟ perceived knowledge, skill, and 

experience required to start a new business. It reveals how the 

participant views handling of uncertainty, given their 

resources and background within the national context 

reflecting one‟s self-confidence in the entrepreneurial domain 

[2]. The third item captures the role of networks on 

participants‟ cognition toward entrepreneurship. The fourth 

item demonstrates the impact of fear of failure in preventing 

participants from starting a new business. This item shows risk 

aversion and should be reverse coded to capture the 

entrepreneurial cognitive institutions within a country.  

To create one single factor for each institutional pillar, we 

used factor analysis approach. The theory behind this method 

is that the information gained about the interdependencies 

between observed variables can be used to reduce the set of 

variables in a dataset [67]. Not being properly loaded on a 

higher level factor as others, we removed the labor freedom 

and the monetary freedom to create one single factor for 

regulatory pillar using the other ten indicators. After creating 

three major institutional pillars (regulatory, normative, and 

cognitive), we did another factor reduction process to create 

one single factor for the country‟s institutional profile out of 

the regulatory, normative and cognitive pillars. Tables 2 

through 5 show the factor loadings for each institutional pillar 

and the country‟s institutional profile. 

Time required to start a business (days) -.411 

Start-up procedures to register a business 

(number) 

-.603 

Property rights .978 

Freedom from corruption .953 

Fiscal freedom .563 

Government spending .548 

Business freedom .746 

Trade freedom .645 

Investment freedom .774 

Financial freedom .716 

Extraction Method: Maximum Likelihood. 

Table 2: Factor loadings for regulatory institutions. 
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High status to successful entrepreneurs  .636 

Entrepreneurship as a good career choice .677 

Media attention for entrepreneurship .625 

Extraction Method: Maximum Likelihood. 

Table 3: Factor loadings for normative institutions. 

Perceived opportunities .800 

Perceived capabilities .919 

Knows an entrepreneur .861  

Fear of failure  -.695 

Extraction Method: Maximum Likelihood. 

Table 4: Factor loadings for cognitive institutions. 

Regulatory .589 

Normative .809 

Cognitive .817 

Extraction Method: Maximum Likelihood. 

Table 5: Factor loadings for countries‟ institutional profile. 

3.3.1 National innovation system 
For national innovation system components, we have four 

variables of entrepreneurship training and education, 

university-industry collaboration, availability of latest 

technology and availability of venture capital. 

Entrepreneurship training and education have been measured 

by two indicators of basic-school entrepreneurial education 

and training and post-school entrepreneurial education and 

training, which are taken from the 2013 Global 

Entrepreneurship Monitor (GEM) national expert survey. 

Again, to extract one single factor from these two indicators, 

we used factor analysis approach. For university-industry 

collaboration, availability of latest technology and availability 

of venture capital. We used the data from the Global 

Competitiveness Index report for 2012-2013. 

3.4 Control Variables 

In this study, we have both individual level and country level 

control variables that have been shown to have significant 

impacts on entrepreneurial choice. Data for individual level 

control variables were taken from the 2013 Global 

Entrepreneurship Monitor (GEM) Adult Population Survey. 

Age in years, a binary variable for sex (male=1), a binary 

variable for whether the individual is employed (employed=1), 

and finally, household size (number of family members in the 

household) [68, 69]. Countries‟ economic status is the country 

level factor that has an impact on individuals‟ entrepreneurial 

choice. This is because past work has identified a structural 

relationship between an economy‟s level of development and 

its key entrepreneurship activities [70]. We used Gross 

national income (GNI) per capita and GDP growth, both taken 

from World Bank Database 2013, to control for the economic 

conditions at the country level. The means, standard deviation, 

and correlations of the individual and country level variables 

included in the study are displayed in Table 6. 

  Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 

1.OME .72 .450 1 .135 -.077 -.038 -.032 .099 -.016 -.051 -.001 .026 .064 .056 -.011 .018 

2.Employment 

Status 
.28 .447 .135 1 -.123 -.041 -.069 .170 -.111 -.177 .111 -.053 -.017 .093 -.119 .036 

3.Gender 1.39 .488 -.077 -.123 1 -.012 .047 -.089 .079 .137 -.115 .047 .049 -.093 .116 -.007 

4.Age 36.41 11.466 -.038 -.041 -.012 1 -.039 .121 -.092 -.121 .087 -.075 -.052 .064 -.078 .050 

5.Household 

Size 
4.12 2.132 -.032 -.069 .047 -.039 1 -.205 .179 .185 -.147 .064 .008 -.042 .141 -.024 

6.GNI 18.31 14.01 .099 .170 -.089 .121 -.205 1 -.542 -.797 .571 -.084 -.075 .346 -.569 -.156 

7.GDP growth 4.02 2.47 -.016 -.111 .079 -.092 .179 -.542 1 .548 -.608 .267 .232 -.101 .573 -.048 

8.Cognitive -.01 2.13 -.051 -.177 .137 -.121 .185 -.797 .548 1 -.778 .306 .259 -.539 .768 -.078 

9.Normative -.29 .91 -.001 .111 -.115 .087 -.147 .571 -.608 -.778 1 -.168 -.280 .228 -.981 -.055 

10.Regulatory .47 .97 .026 -.053 .047 -.075 .064 -.084 .267 .306 -.168 1 .768 -.160 .076 -.743 

11.Entreprene

urial 

Education and 

Training 

.23 .83 .064 -.017 .049 -.052 .008 -.075 .232 .259 -.280 .768 1 -.235 .162 -.504 

12.Availability 

of Latest 

Technology 

-.19 .86 .056 .093 -.093 .064 -.042 .346 -.101 -.539 .228 -.160 -.235 1 -.180 .254 

13.University 

Industry 

Collaboration 

.14 .47 -.011 -.119 .116 -.078 .141 -.569 .573 .768 -.981 .076 .162 -.180 1 .109 

14.Venture 

Capital 

Availability 

-.47 .92 .018 .036 -.007 .050 -.024 -.156 -.048 -.078 -.055 -.743 -.504 .254 .109 1 

Table 6: Variable means, standard deviations, and correlation matrix.
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3.5 Analytical Technique 

To test our hypotheses, we use Hierarchical Generalized 

Linear Modeling (HGLM) with robust standard errors. HGLM 

is appropriate for research designs where the data for 

participants is organized at more than one level and the 

dependent variable displays a binomial distribution. HGLM 

models can decompose and analyze the variance in the 

dependent variable that occurs both between groups and 

within each group. At a conceptual level, HGLM first analyzes 

separate regression equations within units and summarizes 

them with intercepts and slopes. In step two, HGLM uses the 

intercepts and slopes of the within unit relationships as 

outcome variables and regresses them on level II 

characteristics. So, the within group average is regressed on 

the level II variables. Finally, HGLM uses the logit function to 

predict the outcome of a categorical dependent variable based 

on the predictor variables. As such HGLM is the most 

appropriate technique for testing our hypotheses [71]. 

░ 4. RESULTS 

Results of the analyses suggest that elements of the 

institutional profile impact entrepreneurial choice differently 

when they get coupled with national innovation system 

components. In the interests of establishing a baseline for 

comparison across models, we first review the results of 

Model 1. All three models with the robust standard are 

presented in Table 7. 

 Model 1 Model 2 Model 3 

 Coefficient S.E. Coefficient S.E. Coefficient S.E. 

Controls        

Age -0.0115** 0.0028   -0.0117** 0.0031 

Male -0.3535** 0.0595   -0.3618** 0.0623 

Household Size -0.0239* 0.0093   -0.0238* 0.0097 

Employed 0.7344** 0.0760   0.7506** 0.0807 

GNI per Capita (thousands) 0.027** 0.0061   .038** 0.01 

GDP Growth rate 0.0774* 0.0293   0.0071 0.0394 

Main Effects         

Institutional Profile  Cognitive   -0.1719  0.0621 0.0828 0.2443 

Normative   -0.3663 0.3436 0.4989 0.6125 

Regulatory   0.0737 0.1648 0.0750 0.1524 

National Innovation 

System 

Entrepreneurial Education   0.2039 0.1196 0.2116 0.1416 

University-Industry 

Collaboration 

  0.0448 0.0823 0.0960 0.0911 

Availability of latest 

Technology  

  -0.2834 0.6627 0.6274 1.2527 

Availability of Venture 

Capital 

  0.1261 0.1069 0.1104 0.0744 

Interaction Effects       

Institutional Profile X Entrepreneurial Education     1.0806** 0.4001 

Institutional Profile X University-Industry Collaboration     1.4971 1.5634 

Institutional Profile X Availability of latest Technology     1.5235* 0.7023 

Institutional Profile X Availability of Venture Capital     2.4076* 1.0144 

Deviance (-2 log likelihood) 14997.72 15307.43 15325.89 

Chi-square 535.01244** 452.00081** 372.17380 

Individual level n = 10,776 ; Country level n = 55. Unstandardized regression coefficients and robust standard errors reported. 

* = p < .05, ** = p < .01 

Table 7: HLM Results for Entrepreneurial Choice (OME/NME).

Model 1 (the Control Model), in line with past work, indicates 

that age, being female, having a job, smaller household size, 

higher country level GNI per capita and higher GDP growth 

rate are all positively associated with the likelihood of 

selecting OME over NME. Previous studies believe that OME 

is a substantially risky project to start [72]. So, it is 

understandable when the individuals get older the likelihood 

of selecting riskier projects (here OME) decreases. The effect 

of gender on the choice of entrepreneurship could be explained 

using “gender differences” approach which stipulates that 

normative differences between men and women define the 

family as women‟s sphere and paid work as men‟s domain 
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[73]. So, it can be inferred that it is more likely to see men 

choosing entrepreneurship out of necessity rather than 

exploiting an entrepreneurial opportunity. In other words, 

being female increases the probability of starting an 

opportunity motivated entrepreneurial activity. The household 

size significant negative sign with our dependent variable may 

mean that when the number of people in a family increases the 

likelihood of starting a new business out of necessity 

increases. The employment status effect on the choice of 

entrepreneurship is very intuitive. Having a job makes it 

unlikely to do entrepreneurship out of necessity. Being 

currently employed, potential entrepreneurs usually initiate an 

entrepreneurial activity in order to exploit an opportunity 

rather than addressing their primary financial needs. The effect 

of the economic status of a country on the choice of 

entrepreneurship can be explained similarly. Higher income 

levels make it unlikely to start a business out of necessity or in 

other words having less financial concern creates more 

freedom to exploit unexploited or underexploited business 

opportunities.  

Model 2 in Table 7 tests the main effect hypotheses for 

dimensions within the institutional profile and national 

innovation system surrounding the entrepreneur. Results of 

that analysis indicate that neither institutional profile nor 

national innovation system factors cannot solely determine the 

choice between OME and NME, but looking at interaction 

effects, we can see another story. Model 3 shows while neither 

institutional profile nor NIS components have a significant 

impact on entrepreneurial choice, results largely support our 

hypotheses for their joint effects.  

H1, which argues that the interaction between a supportive 

institutional profile (regulatory, normative, and cognitive) 

toward entrepreneurship and entrepreneurial education is 

positively significantly associated with entrepreneurial choice, 

is supported. In other words, in a country with a supportive 

institutional environment toward entrepreneurship, the 

probability of seeing individuals choosing OME over NME 

would be higher, if potential entrepreneurs are provided with 

entrepreneurial education and training. In terms of individuals‟ 

cognition, entrepreneurial education will enhance their 

opportunity recognition ability. For those who may be afraid 

of failure, this could be reduced because some of this fear 

comes from being afraid of unknowns. In a country where 

entrepreneurs have a respectful position and the regulations 

are facilitative toward entrepreneurs, those with 

entrepreneurial education and training are more likely to 

exploit opportunities that cannot be seen by others.  

The second hypothesis, which argues that the interaction 

between a supportive institutional profile toward 

entrepreneurship and university-industry collaboration is 

positively significantly associated with entrepreneurial choice, 

is not supported. A plausible explanation could be that 

however, the diffusion of knowledge and information between 

research institutes and industries is the major source of 

innovation at the country level, its influence may be more 

significant at the firm level and not the individual level. In 

other words, the opportunities created by knowledge exchange 

between universities and industries may just be accessible for 

those individuals having relationships with either of industry 

or universities and not all potential entrepreneurs within a 

country.  

Hypothesis 3, stating that availability of latest technology 

coupled with supportive institutional profile toward 

entrepreneurship increases the likelihood of choosing OME 

over NME, is supported. In other words, access to the latest 

technology will increase the supportive role of regulatory, 

normative and cognitive components toward opportunity 

exploitation by potential entrepreneurs. For example, besides 

TV channels and newspapers, media attention toward 

entrepreneurial activities can be more addressed via newly 

introduced social media such as Instagram, Telegram etc. 

Using online registration, as part of new technology, also 

makes it even easier to go through the new venture registration 

process which is a part of the regulatory pillar. Furthermore, 

access to the latest technology generates a range of 

entrepreneurial opportunities that are not obvious to all 

potential entrepreneurs [12].  

Hypothesis 4 is also supported and indicates that the presence 

of supportive institutional profile components coupled with 

higher support from VCs will increase the likelihood of 

choosing OME over NME. In other words, in a country where 

being an entrepreneur is respected and desirable, having high 

levels of VC availability which shows higher support for risky 

projects such as OME, encourage potential entrepreneurs to 

choose OME rather than NME. Furthermore, in a country 

where regulations are favorable for entrepreneurship in 

general, higher support for innovative ideas and risky projects, 

may induce people to start an opportunity motivated 

entrepreneurial activity. VCs can also assist potential 

entrepreneurs through the official procedure they need to go 

through to start their new businesses, which strengthens the 

role of already present facilitative rules and regulations. In 

terms of the cognitive pillar, higher support from VCs will 

reduce potential entrepreneurs‟ fear of failure to strengthen the 

role of the cognitive pillar.  

Finding support for H1, 3 and 4 indicates that while 

institutional profile and national innovation system will not 

determine the type of entrepreneurship on their own, 

improvement in entrepreneurship training and education, 

availability of latest technology and availability of venture 

capital in the presence of supportive institutional profile 

toward entrepreneurship, will increase the odds of potential 

entrepreneurs pursuing OME rather than NME. This 

interpretation is because of our dichotomous dependent 

variable. While we have 1 for OME and 0 for NME, an 

increase in independent variables (interaction between 

institutional profile and NIS) should be interpreted as an 

increase of the probability of dependent variable occurrence 

and not its magnitude. So, it can be stated that 1 unit increase 

in each interaction terms will increase the probability of OME 

occurrence equal to its corresponding significant coefficient. 
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░ 5. DISCUSSION 

This study sheds light on the joint effect of general 

institutional profile and national innovation system of a 

country on the probability of choosing opportunity 

entrepreneurship over necessity one. While previous studies 

have shown the important roles of individual characteristics 

such as age, gender, employment status, and household size on 

the type of entrepreneurship [68, 69, 74], our results indicate 

that 13.1% of the contrast among individuals in terms of their 

entrepreneurial choice between OME and NME is explained 

by country-level factors. In other words, potential 

entrepreneurs are like seeds which are waiting to germinate 

until their essential needs are met: water, warmth, and fertile 

soil. Supportive institutional profile of a country may act as 

the fertile soil for any type of potential entrepreneurs, but to 

bring about a particular type of entrepreneurship (i.e., OME), 

it needs to be coupled with certain types of conduits i.e., 

entrepreneurship training and education, availability of latest 

technology and availability of venture capital. 

5.1 Contribution to the Institutional Logics 

Literature 

The finding that agents differ in their responses to institutional 

forces such as regulatory, normative and cognitive institutions 

considering the nations‟ level of innovation, supports the 

institutional logics perspective. According to Thornton and 

Ocasio [75], cross-level effects between the institutional and 

individual level factors are critical because actors and 

institutions interact and influence one another. Utilizing the 

notion of embedded agency [6], we found that, beyond 

personal characteristics, individuals‟ entrepreneurial choice is 

restricted by the national innovation system that they are 

surrounded with.  

While age, being female, having a job and smaller household 

size are determinants of the entrepreneurial choice, our results 

show that higher levels of entrepreneurship training and 

education, availability of latest technology and availability of 

venture capital, coupled with supportive institutional profile 

toward entrepreneurship, have also significant impact on the 

type of entrepreneurship people may pursue.  

Finding support for the influence of individual level factors (e. 

g. age, gender, employment status, and household size), as 

well as national level elements (e. g. economic development, 

and joint effect of institutional profile and the national 

innovation system), is in line with expectations one would 

have using the work of sociologist Pierre Bourdieu [76]. 

According to Bourdieu different individuals embedded in the 

same institutional/social field act differently (here choosing 

between OME and NME) in response to the same institutional 

forces. Variation in these responses is caused by both their 

personal features within the institutional/social field as well as 

their ability to access resources in the field [73], which are the 

sources of innovation in this case. 

5.2 Contribution to the Entrepreneurial 

Opportunity Recognition Literature 

Entrepreneurship scholars argue that there are both a supply 

(individual) and a demand (contextual) sides to 

entrepreneurship [77]. This idea echoes Shane and 

Venkataraman‟s [78] seminal piece that viewed 

entrepreneurship as the intersection of agents‟ entrepreneurial 

actions and objective opportunities existing in the market and 

institutional environments. Sarason, Dean, and Dillard [79] 

explain, entrepreneurs are “reflexive agents engaging in 

purposeful action. Sources of opportunities are extant features 

that provide the context for creating entrepreneurial ventures. 

The act of entrepreneurship occurs as the agent specifies, 

interprets, and acts upon the sources of opportunity. This is a 

dynamic process whereby the sources of opportunity are acted 

on by the agent, and the agent is affected by the sources of 

opportunity.” Thus, the linkages between a vibrant 

institutional environment and an actor with important 

characteristics are both vital for new venture activity [80]. By 

arguing from an institutional logics perspective that broader 

societal institutions matter but that their impact is subject to 

individual characteristics, our study contributes to opportunity 

identification literature showing that individuals‟ opportunity 

identification capability is affected by the extent they are 

provided with or have access to the sources of innovation such 

as entrepreneurial education, latest technology, and VCs. This 

is in line with Baron [81] statement that entrepreneurs identify 

opportunities for new business ventures by using frameworks 

they have acquired through experience to perceive connections 

between seemingly unrelated events or trends in the external 

world. 

5.3 Contribution to Policymaking 

Since the type of entrepreneurial ventures (OME versus NME) 

determines their economic impact [11, 20], identifying the 

factors leading to opportunity motivated entrepreneurship is 

crucial to policymakers. For policymakers, our study sheds 

light on those factors and circumstances under which they 

collectively lead to high impact entrepreneurial activities. In 

addition to facilitative and supportive institutional profile 

toward entrepreneurship, nations need to enhance the level of 

entrepreneurial education and training, access to the latest 

technology, and support from VCs in order to bring about a 

more constructive type of entrepreneurial activity. In other 

words, in the same conditions of a supportive institutional 

profile, those countries with higher entrepreneurial education 

and training, higher access to the latest technology and higher 

availability of VCs, can expect to see more OMEs rather than 

NMEs. 

5.4 Limitations and Future Research 

Our study is not without limitations. First, we use multiple 

indicators to capture each institution and factor reduction to 

create single institutional profile indicator for each country. 

While this approach helps in having a more parsimonious look 

at the institutions, it may limit our understanding of the 

interaction effect of each element of the national innovation 

system on every single indicator of countries‟ institutional 

profile. More fine-grained studies may investigate these 

interaction effects on the entrepreneurial choice.  
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Second, we conduct a cross-sectional analysis. Thus, we do 

not capture changes over time. Future research can examine 

the impact of institutional change on the same individuals over 

time. Such a research design would greatly increase 

confidence in the implications of this study. If changes in 

institutional profile and innovation level were shown to impact 

entrepreneurial choices, policymakers could be far more 

confident in developing remedies.  

Third, while institutional data are collected at the country 

level, this is not always the way in which institutions manifest 

their effects. As Stenholm et al., [6] notes, “an increasing 

amount economic development is „spiky,‟ concentrating in 

particular geographic regions and often without regard to 

borders”. Within countries as large as the United States there 

is significant variation in institutional components, particularly 

the national innovation system. For instance, the level of 

access to the latest technology in places such as Silicon Valley 

is significantly higher than other places. While these measures 

are not systematically skewed (i.e. biased) for the individuals 

within each country, geography may improve the reliability of 

their application to each individual in the sample. Of course, 

such nuance is in keeping with the overall framework of this 

paper: institutions within countries do not impact all 

individuals evenly. Future research can analyze our results in 

various clusters within the same country. 
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