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EXECUTIVE SUMMARY

Preamble

As the world prepares for the “knowledge economy’,
dominated by innovation and technological advance,
it is vital, particularly in developing economies, that
the younger generations are prepared, equipped, and
willing to participate in it. Stakeholders involved in
areas of youth development need to have accurate
information, from young people themselves, about
the factors that shape and influence the intentions
and actions of those considering entrepreneurial
ventures. The Misk Foundation has taken a leading
role in the development of the Global Youth Index
(GY1), to supply that need.

The Methodology

Data have been collected from 25,000 youth
aged 18-30, from 25 middle to high income
countries with advanced economies, a growing
youth population and supportive youth

policies. The Global Youth Index (GYI) covers five
domains. This paper focuses on results related to
Entrepreneurship - specifically entrepreneurial
intention and entrepreneurial action. The paper
surveys existing literature related to the major
factors that might drive or otherwise influence
intention and action and uses quantitative
methods to reach its findings.

Intention to Action: Bridging the Gap in Youth Entrepreneurship

Areas of Research:
Factors Affecting Entrepreneurial Intention and Action

The study examines the extent to which following
factors and their associated variables have an impact on
entrepreneurial intention and action, and measures the
direction (positive or negative) and the magnitude (in
terms of probability) of any change:

>» Demographic variables (age, gender, and
geographical location)

Socio-economic background

Personal characteristics (attitude towards risk, open
mindedness, and optimism)

> Human capital (education, experience, training and
exposure to diversified cultures, etc.)

Social capital

Macroeconomic environment (level and growth of
GDP, unemployment rate, level of ICT usage)

Key Findings

vy

vy

The results and findings are explained in detail and
summarised in the accompanying tables.
Of particular note:

> Entrepreneurial education and level of ICT use have

significant negative impact on both intention and
action, suggesting a need to re-examine the types of
programs young people are offered.

> Most personal characteristics, an area that has
previously been a focus for research, have positive
effects on intention, but little impact on action.

> Action, on the other hand, is significantly affected in a

positive way by effective communications education,

and wider exposure to entrepreneurship through
overseas study and internships.




The Importance of This Study

Intention alone, with regard to entrepreneurial activity, is not enough. The value of this study lies in
its unique approach. It examines factors that affect intention and subsequent action — something
that has not been done before — and it challenges some previously held beliefs about what drives
or deters young people from increased involvement in planning and setting out on entrepreneurial
ventures. The study’s findings have implications for all stakeholders with an interest in preparing
young people for participation in their countries’economic future.

Intention to Action: Bridging the Gap in Youth Entrepreneurship




GLOBAL YOUTH INDEX (GYI)

| THE BACKGROUND

A new age, dubbed “the knowledge economy”;

is fast approaching and in preparation for its
debut, countries, companies, NGOs, and others
are lining up to be first movers in the race ahead.
It will be run in a world that is constantly shifting,

as it enters the 4th industrial revolution, where
advances in technology and innovation are
changing life in ways never experienced before.
Developing economies face multiple challenges as
they attempt to leap ahead in the race and contend
with developed economies on an equal footing.

Young people make up 50% of the world’s population and

90% of these future leaders live in developing countries.
Additionally, 1 in 5 young people around the world are not

in education, employment, or training (NEET) and more than
75% of the young people in neither education nor work are
women. For the majority of youth, therefore, the transition to the
knowledge economy remains a distant reality, and its economic
opportunities are becoming ambiguous.

As a result, the Misk Foundation has led the development of the
Global Youth Index (GYI), which measures the extent to which
youth are prepared to participate in the global transition to the
knowledge economy. The index aims to inform stakeholders

in global youth development - such as NGOs, policy makers,
research institutions and the private sector — and to identify
areas of success, best practice, and gaps in the arena of youth
development. To achieve that goal and to ensure the voice of
youth is encapsulated in the findings of the Index, a unique
methodology and framework have been developed.

Intention to Action: Bridging the Gap in Youth Entrepreneurship



| THE METHODOLOGY AND FRAMEWORK

The index utilizes both qualitative and quantitative indicators through the inclusion of
a survey and secondary research, respectively. It spans 25 countries and the survey data
were collected from 25,000 youth aged 18-30 (1,000 young people per country). The
countries were selected using the following three criteria:

1. The largest economies of the world (the G20) were selected, comprising a majority of high-income countries
(ten), upper-middle-income countries (seven), and two lower-middle-income countries (India and Indonesia). The
focus was on large and advanced economies, as they have greater exposure to the changes brought about by
technological disruptions and the transition to a knowledge economy, and also because they are more likely to be
developing innovative policies and best practices.

2. Countries that have successful youth policy, showcasing successful regulatory and policy environments for
youth education, skills development and labour market integration.

3. Countries with a large and growing share of young people, which, on the other hand, face particularly strong
demographic pressures to ensure that these youths are ready to participate actively in their technological and
economic transformation.

Intention to Action: Bridging the Gap in Youth Entrepreneurship



The GYI measures youth preparedness across

five domains: education and skills; employment;
entrepreneurship; global citizenship; and enabling
environment. Each domain includes 3 focus areas,
and each focus area is further comprised of multiple
indicators. The domains and indicators have been
selected on the basis of their importance to youth
development.

The framework was designed to follow a process, involving:

> An initial literature review and expert reviews;

> Further literature reviews, to develop definitions of the key domains
of the Index, and to identify key focus areas in each domain, as well as
potential metrics within them.

The entrepreneurship domain (in the GYI) measures the extent to
which each country fosters youth entrepreneurship and innovation.
As well as being prepared for the jobs of the future, youth should be
empowered to innovate in the knowledge economy. This involves the
development of necessary skills and attitudes, the support of policy
and civil society, and the overall ability of the economy to support
entrepreneurial activity.

Intention to Action: Bridging the Gap in Youth Entrepreneurship




. | OBJECTIVE

Every action begins with an intention;
entrepreneurship is no exception. Before establishing
a new firm, someone must have the desire or need,

to become an entrepreneur. Starting a new venture

‘ is a planned activity (Krueger, Reilly, & Carsrud,

| v 2000; Linan, Rodriguez-Cohard, & Guzman, 2011)

1 and entrepreneurial intention is considered as the
precursor that drives behavior towards it (Kautonen,
Van Gelderen, & Tornikoski, 2013; Linan & Chen, 2009).
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The literature suggests that to determine the
entrepreneurship landscape of any country or economy,
entrepreneurial intention is not enough. Some authors
have emphasized the importance of “action’, not mere
intention; active performance by the individual shows
the true picture of entrepreneurial activity (Carsrud &
Brannback, 2011; Frese 2009). Parker & Belghitar (2006)
have described that “considerable share of people who
have the intention to start a business [and who] can

be classified as lethargic dreamers, as the declared
intentions might never be followed by actions” (Vancea
and Utzet, 2017: 15).
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Entrepreneurial intention and action are driven by several common factors, such as:

> Demographic variables (age, gender, and geographical location)

> Socio-economic background

> Personal characteristics (attitude towards risk, open mindedness, and optimism)

> Human capital (education, experience, exposure to diversified cultures, religions, and ethnicities)
> Social capital

> Macroeconomic environment (level and growth of GDP, unemployment rate, level of ICT usage)

Both entrepreneurial intention and entrepreneurial action are dynamic concepts. Intention today (period 1 in
Figure 1) together with the factors described above drives the action of tomorrow (period 2). This action builds
experience and leads to intention in the future (period 3), which results in further entrepreneurial action. Hence,
the serial entrepreneur — an icon of the 21st century.

This white paper analyses the way in which various factors influence both entrepreneurial intention and
entrepreneurial action — that is, starting an entrepreneurial venture — and ranks these factors in terms of

their relative importance. The objective is to help the actors responsible for the establishment and development
of entrepreneurial ecosystem, at national and regional levels, to devise policies and to design and develop action
plans to increase the Total Entrepreneurial Activity (TEA).

The present study has two main strengths:

1. It deals with a reasonably large sample, representative of the youth population of 25 countries worldwide.

2. It provides an opportunity for a deeper understanding of the relationship between entrepreneurial
intention and various demographic, social, economic, and behavioral variables, as well as their impact on
entrepreneurial activity.

Socio-economic

Background Human Capital Social Capital
Entrepreneurial Entrepreneurial Entrepreneurial
Intention Action Intention eoe
(period 1) (period 2) (period 3)
Demographics Personal Macroeconomic
Characteristics Environment

Figure 1: Entrepreneurial Intention and Action Cycle

Intention to Action: Bridging the Gap in Youth Entrepreneurship




THEORETICAL BACKGROUND

| DEMOGRAPHICS

Entrepreneurial intention is associated with demographic factors
such as age, gender and place of residence.

(Kristiansen and Indarti, 2004; Wilson et al., 2007)

AGE

The impact of age on
entrepreneurial intention varies
in the literature. In most cases,
people decide to start their own
venture when aged between 25
and 34 years (Choo and Wong,
2006; Delmar and Davidsson,
2008). As people grow older,
they become more risk averse
and, as their propensity to

take risk is reduced, so is their
entrepreneurial intention. A
number of studies have concluded
that age has a negative impact
on entrepreneurial intentions
(Blanchflower et al., 2001; Hatak
etal., 2015; Indarti et al., 2010;
Kanodia et al., 1989).

Older people are much less likely
to act entrepreneurially (Hart et al.,
2004) and to establish a company
(Kautonen, 2008). Authors such as
Levesque and Minniti (2006), Fung
et al. (2001) and Hatak et al. (2015)
have found that older people are
less willing to invest time and
effort in activities with long and
uncertain payback time. They

are, therefore, less likely to start
their own businesses. However,
Kelley et al. (2016), Reynolds
(1987), Simones et al. (2016) and
Schwartz et al. (2009) have found
an inverted U-shaped relationship
between age and the probability
of starting one’s own business.

GENDER

Many studies (Bosma and Schutjens,
2011; Indarti, et al., 2010; Langowitz
and Minniti, 2007; McGee et al,,
2009; Minniti and Nardone, 2007;
Schwartz et al,, 2009; Verheul, van
Stel, and Thurik, 2006) have found

a gender gap in entrepreneurial
intentions and perceptions, at the
aggregate and the individual levels
of analysis, regardless of the level

of economic development. After
reviewing the previous work (Endres
et al,, 2008; Gatewood et al., 2002;
Mueller and Dato-On, 2008; Wilson
etal, 2007), Santos et al. (2016)
conclude that women tend to have
lower entrepreneurial self-efficacy
and entrepreneurial intentions when
compared with men. Men are more
likely to express the intention to start
a business, compared with women
(Zhao et al., 2005) but are less likely
to establish their own businesses
(Phan et al,, 2002).

The lower number of women
starting their own businesses is
explained by: their perception of
fewer opportunities (Langowitz and
Minniti, 2007; Minniti and Nardone,
2007); a higher fear of failure (Santos
et al. (2016); and high financial
barriers (Becker-Blease and Sohl,
2007; Brush et al., 2002; Carter and
Allen, 1997; Fabowale, Orser, and
Riding, 1995; Marlow and Patton,
2005; Smith-Hunter, 2006).

9

PLACE OF RESIDENCE

Possible reasons for a greater number
of entrepreneurial opportunities

in urban areas, compared with

the rural environment are: better
infrastructure; and easier access

to human, financial and social
resources (Mugobo and Ukpere,
2012). Entrepreneurship in

the rural communities is more
necessity-based, whereas it is more
opportunity-driven in urban areas
around the world (Orford et al., 2004).

Another study (Malabena and
Swanepoel, 2014) has found that
those in rural areas face lack of
infrastructure and smaller markets,
and have lower level skills, which
limits their propensity to start
opportunity-driven entrepreneurial
ventures. This restricts the inhabitants
to necessity-based businesses (if any),
and smaller profits, compared with
those in urban areas

Intention to Action: Bridging the Gap in Youth Entrepreneurship



SOCIO-ECONOMIC BACKGROUND

The literature provides useful insights into the effects of social and economic background on entrepreneurial
intentions. In earlier work on entrepreneurial intention, Scott and Twomey (1988) found parental influence and

work experience to be significant factors.

PARENTAL AND FAMILY BACKGROUND

As well as Scott and Twomey (1988), Begley et al. (1997)
have found social status to be a positive predictor

for business start-up. Family background was the
second most important influencing factor for having
entrepreneurial intentions by potential entrepreneurs,
according to the study conducted by Henderson and
Robertson (2000). Where one (or both) parents, or other
close relatives, are entrepreneurs, there is an increased
possibility of an individual having entrepreneurial
intention (Aslam et al,, 2012; Basu and Virick, 2008;
Bhandari, 2012; Bosma and Schutjens, 2011; Fairlie and
Robb, 2007; Linan et al., 2005; McElwee and al-Riyami,
2003; Nguyen, 2015; Tanveer et al., 2013). One of the
reasons could be a greater perception of self-efficacy
resulting from exposure to the family business and its
positive socio-economic impact on the entrepreneur’s
life (Hadjimanolis and Poutziouris, 2011). Children of
entrepreneurs learn the “tricks of the trade”and consider
starting their own business as a natural choice (Cooper et
al,, 1994; Sandberg and Hofer, 1987).

Carr and Sequeira (2007) and Mueller (2006) have found
that family role models have a positive impact on having
entrepreneurial intentions. However, Stavrou (1999) has
found the reverse effect: the negative impact of family
business on entrepreneurial intentions could be because
individuals want to avoid the difficulties related to an
entrepreneurial career.

Intention to Action: Bridging the Gap in Youth Entrepreneurship

PERSONAL ECONOMIC SITUATION

The literature reveals that potential entrepreneurs’social
status (their position relative to others in the society or
community) is one of the important factors influencing
their intention to start a business (Manolova et al.,

2008). Desire for higher social status and wanting to
generate enough money to survive and thrive are the

key motivations for starting one’s own business (Perri

and Chu, 2012; Segumpan and Zaharai, 2012). The lack
of a suitable job can be a“push factor” for instigating the
desire to “create one’s own world” by starting a business. It
can provide individuals the opportunity to secure a better
economic future for themselves and for their families
(Stefanovic et al.,, 2010).
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PERSONAL CHARACTERISTICS AND TRAITS

Despite criticism in the past, personality traits continue to attract the attention
of researchers with regard to entrepreneurial intention and business start-up
(Bonnet and Furnham, 1991; Brockhaus, 1980; Foyelle and Linan, 2014; Nga and

Shamuganathan, 2010).

Important traits found to have a positive effect on
entrepreneurial intention include the following:

> Risk perception (Ang and Hong, 2000; Segal et al., 2005; Luthje and

Franke, 2003)

Innovativeness (Ahmed et al., 2010; Krueger and Carsrud, 1993;

Thomas and Mueller, 2000)

vy

Perception of level of opportunity (Turker et al., 2005)
Internal locus of control (Ang and Hong, 2000; Diaz and Rodriguez,

2003; Luthje and Franke, 2003; Zellweger et al., 2011)

RISK TAKING PROPENSITY

An individual’s propensity to take risk
has been found to be a compound
variable, embodying other personality
traits (Nicholson et al., 2005).

“Some authors view the propensity to
take risks as a mediator between the
variables of tolerance of ambiguity,
locus of control (Wee et al., 1994), the
need for achievement (Tang and Tang,
2007) and entrepreneurial intention.
As a result, there is uncertainty about
the role of risk-taking propensity and
it is not clear whether the propensity
to take risks is an exogenous variable,
a mediator or a moderator” (Altinay et
al,, 2012: 490).

INTERNAL LOCUS
OF CONTROL

The literature has found a positive
relationship between internal locus

of control and entrepreneurial
intention (Ang and Hong, 2000;
Hansemark, 1998; Khanka, 2009; Gurol
and Atsan, 2006; Littunen, 2000).

INNOVATIVENESS

West and Farr (1990:9) have defined
innovation as“the intentional
introduction and application of ideas,
process, products or procedures, new
to the relevant unit of adoption” The
literature is replete with the idea that
that entrepreneurs are more innovative
than non-entrepreneurs (Altinay et

al,, 2012; Gurol and Atsan, 2006; Koh,
1996; Robinson et al,, 1991). A variety
of studies (Gurel and Atsan, 2006; Gurel
etal., 2010; Koh, 1996; Mueller and
Thomas, 2001) have found a positive
relationship between innovativeness
and entrepreneurial intention.

Intention to Action: Bridging the Gap in Youth Entrepreneurship
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HUMAN CAPITAL

The concept of human capital relates to an individual’s
ability to allow for‘changes in action’and economic
growth, through their knowledge and skills (Becker,
1964). It represents, in particular, the ability to extract an
individual's knowledge to get the best solutions for a firm
(Bontis et al., 1999). Human capital can also be defined
from the social perspective, as the intrinsic abilities,
knowledge and skills accumulated in an individual’s
lifetime (Laroche and Merette, 1997). Edvinsson and
Malone define human capital as “the collection of the
employee’s skills, experience, competence and implicit
knowledge” (1997: 34-35); Dakhli and De Clercq (2004)
identify it as one of the core constituents of intellectual
capital. From the perspective of economic returns,
human capital pertains to investments in education and
acquisition of job experience and skills that can generate
returns in the labour market (Nee and Sanders, 2001: 392).
Neergaard et al. (2006) define human capital as the sum
of education and experience (both general and specific)
possessed by an individual. Authors such as Boden and
Nucci (2000), Davidsson and Honig (2003), Camacho and
Rodriquez (2005), and Lam et al. (2007) include age as a
proxy measure of human capital.

Brush et al. (2004) identify human capital as an important
initial “endowment” for entrepreneurs as it provides

a platform for securing other forms of resources like
organisational, physical and financial capital. In today’s
rapidly changing scientific environment, technology

and knowledge have become the key factors of
production. Romer (1986) indicates that “knowledge’,

in addition to labour and capital, has now become

the third factor of production in leading economies.
Such economies thrive on scientific discovery and
innovation, for which knowledge and technology are

the key factors of production; these factors give them
competitive advantage. Ucbasaran et al. (2008) observe
that entrepreneurs with higher levels of human capital
are able to identify considerably more opportunities. They
also found evidence that specific human capital is more
rewarding than general human capital.

The literature explores the impact of different dimensions

of human capital on entrepreneurial intention and
entrepreneurial venture creation (start-up) as follows:

Intention to Action: Bridging the Gap in Youth Entrepreneurship




EDUCATION (GENERAL)

There are mixed results in the literature. Some studies ( Cho, 1998; Donckels, 1991; Gorman et al., 1997;
Kuratko, 2003; Mushtaq et al., 201 1) have found positive relationship between higher education and
entrepreneurial intention. Others, however, have discovered that higher levels of education lead to lower
entrepreneurial intention because of alternative opportunities to generate income (Ghazali et al., 2012; Van
der Sluis et al., 2004)

ENTREPRENEURSHIP EDUCATION/TRAINING

Pittaway and Cope (2007) performed a systematic literature review of the entrepreneurship education
literature and found entrepreneurship education as having a positive impact on entrepreneurial intention;
the same results were found by Franke and Luthje (2004), Souitiras et al. (2007), and Foyelle et al. (2006). A
number of studies (Degeorge and Foyelle, 2008; Farashah, 2013; Pihie et al., 2009; Shahidi, 2012) investigated
the entrepreneurial intention of the participants of entrepreneurship education programs, by means of
ex-post measurement, and found a positive impact. However, Osterbeek et al. (2010) found a negative
relationship, which has been mentioned by Von Graevenitz et al. (2010) as one of the positive results of
attending these programs, as participants were able to gain a realistic view of life as an entrepreneur.

TERTIARY EDUCATION AND STEM

Stewart et al. (1998) and Ghazali et al. (2012) have highlighted the important of higher education

but they were unable to find a positive relationship between post-graduate studies and
entrepreneurial intentions. However, Quan (2012) found tertiary education had a positive impact on
entrepreneurial intention.Black and Gilson (1998) as well asWang and Wong (2004) have discovered the
importance of science and technology education for entrepreneurial ventures, as compared with small
business start-up.

EXPERIENCE

The evidence of relationship between individual experience and entrepreneurial intention is weak;
experience does not have a clear impact on entrepreneurial choices (Kautonen et al. 2011).

“A possible justification for the absence of a clear direct linkage between prior experience and
entrepreneurial intention comes from the important difficulties in measuring and comparing individual
experiences. The quantification of prior experience using the number of years worked, or work context
categorizations, limits the understanding of prior experience influence on individual intention (Baron,
2009)” (Miralles et al,, 2015: 3).

However, researchers such as Barringer et al. (2005) and Lee and Tsang (2001) have found that prior
experience of involvement in entrepreneurial ventures provides individuals an opportunity to learn
from their mistakes and gain experience, which gives them the self-efficacy to have aspirations and
the skills to take action to start their entrepreneurial venture (Phan et al., 2002; Tkachev and Kolvereid,
1999). Shane (2000) has highlighted the importance of prior knowledge of markets and customer-
related issues, and skills for providing effective customer services; these play a positive role in discovery
of opportunities and, consequently, the start-up of a venture.

OTHER HUMAN CAPITAL VARIABLES

The literature is silent about internship, language skills, international exposure, and opportunities to
study abroad, and the relationship between these factors and entrepreneurial intentions or creation of
entrepreneurial ventures. This could be one of the major contributions of this study to the literature.

Intention to Action: Bridging the Gap in Youth Entrepreneurship



SOCIAL CAPITAL

Social capital is one of those intangible assets that count most in the everyday lives
of people. It might include the goodwill, sympathy, fellowship and social interaction
that occur among the families and individuals of a social unit (Woolcock and

Narayan, 2000). “Social capital is made of relationships, both formal and informal,
generated by individuals trying to obtain an expected reward in the market. Itis a
capital, captured in the form of social relationship” (Linan and Santos, 2007: 446).

The research has highlighted the importance of
networking and the development of relationships
beyond networking, and has explained how these

are critical for economic success, at macro/society

level (Putnam, 1993), meso/firm level (Bennetand
Richardson, 2005; Lin et al., 2000), and micro/individual
level (Fukuyama, 1995; Barros and Alves, 2003). A strong
network of individuals, based on trust and values

(social capital), can be used to share ideas and access
information on the running of businesses, thus reducing
transaction costs, facilitating collective decision making
(Campbell, 1992; Grootaert and van Bastelaer, 2001) and,
finally, allowing access to other forms of capital, such as
human capital (Coleman, 1988).

According to Linan and Santos (2007: 447),“it is quite
evident that the different contacts and experiences
acquired by a person could provide her/him with

higher self-confidence so as to estimate becoming an
entrepreneur as desirable and/or feasible”. The direct
influence of desirability and feasibility, have an indirect
impact on an individual’s entrepreneurial intentions,
according to the “theory of entrepreneurial event’; as
proposed by Shapero and Sokol (1982). Moreover, Azjen's
“theory of planned behaviour” (Ajzen, 1991) considers
“social norms”as among the key variables for intentions.
If an entrepreneurial career is positively valued in
individuals’ closer circles (bonding social capital), it

gives them the confidence to have higher intentions
(Davidsson and Honig, 2003; Svendsen and Svendsen,
2004; Woolcock and Narayan, 2000). Furthermore, if
individuals feel their closer circles approve their idea for a
start-up, they feel they can count on the support of their
social capital (Linan and Santos, 2007).

Intention to Action: Bridging the Gap in Youth Entrepreneurship

The acquisition of intangible or virtual resources, such as
knowledge and information, is particularly important in
the start-up and survival of an entrepreneurial venture
(Gabbay and Leenders, 1999; Brush et al., 2004; Carter
and Shaw, 2006). Although entrepreneurs hold some
of these resources themselves, they often complement
them by accessing their contacts, or social capital
(Aldrich et al., 1989; Aldrich and Zimmer, 1986; Cooper
etal,, 1995). These resources are generated and/or
facilitated by people the entrepreneur knows, or who
are known to others the entrepreneur knows. These
social contacts carry a level of trust (Gambetta, 1988)
and often lead to successful outcomes (Burt, 1992).
Their significance derives from the mobilisation of
knowledge and the process of learning and innovation
they are said to promote; social capital is an important
factor in accessing information and, therefore, reducing
transaction costs (Metz and Thareneu, 2001). In this
way, social capital is a major driver of the “knowledge
economy” that most governments are struggling to
cultivate. Without it, an individual’s abilities can be
hindered (Nahapiet and Ghoshal, 1998).
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THE MACRO-ECONOMIC ENVIRONMENT

OVERALL ECONOMIC SITUATION

There is strong evidence that a country’s overall economic development generates numerous opportunities and
encourages potential entrepreneurs to start their own ventures (Carree et al., 2002; Thurik et al., 2008). However, Engle
etal,, (2011) could not find any support for the proposed relationship between the perceived economic situation and
entrepreneurial intention. Thompson (2011) has summed it up, saying a favourable economic situation acts as a“pull
factor”for creating opportunity-based ventures, whereas economic recessions serve as a “push factor” to start
necessity-based business ventures (Vencea and Utzet, 2017).

GDP PER CAPITA

GDP per capita is considered to be one of the major indicators of economic development (Linan et al,, 2013).

A number of studies has been conducted to investigate the impact of GDP per capita growth on entrepreneurship and
entrepreneurial activity. The results are contradictory. Although researchers such as Fisman and Sarria-Allende (2004)
and Parker and Robinson (2004) have observed a positive impact of GDP per capita development on entrepreneurial
activities, others (Bjornskov and Foss, 2006; Linan et al., 2013) have noticed the opposite — consistent with the findings of
Griffith et al. (2009) — with regard to entrepreneurial intentions.

YOUTH UNEMPLOYMENT RATE

The literature mentions the possible impact of institutional and personal economic situation (serving as push or pull factors)
on individual decisions to start an economic activity. A recent study conducted by Vancea and Utzet (2017) discovered
unemployment or precarious working conditions have no impact on entrepreneurial intention (and actual business start-up).

USE OF ICT

The progressive function of ICT with regard to business development, as well as aspects of individual behaviour that influence
enterprise activities, has been established by numerous models (Fitzsimmons and Douglas, 2011; Nasurdin et al,, 2009;
Ramdani et al,, 2009; Zaremohzzabieh et al., 2015).
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EMPIRICAL ANALYSIS

Our empirical strategy consists of following two stages:

First, we run logit regressions with ENT_Y as the dependent variable (Y = INT,
ACT). Here, we estimate p_i=Pr(ENT_Y_i [x_i)=A(x_i'B) where ENT_Y _iis 1 ifa
respondent i expresses entrepreneurial intention (Y = INT) or has already gone
through starting a venture (Y = ACT), and 0 if she/he does not; x_i contains the
independent variables describing respondent and her/his macro environment;
and A(s)=e/s/(1+eAs ) is the logistic function. More precisely, we use Maximum
Likelihood Estimation (MLE) to estimate the parameters of the following standard
logit model, Logit(ENT)=a+X.

Second, in order to analyse the magnitude of the different explanatory
variables, we calculate the marginal effects of dependent variables (evaluated
at their mean values). More precisely, for the case of the logit regression,

the marginal effect is calculated as dp/(Ax_j )=A(x B ){1-x'B } B _j where x

is the vector of mean independent variables, B is the vector of estimated
coefficients, and B _j is the estimated parameter of the variable for which the
marginal effect is being calculated.

For data analysis, regression with ENT_INT as a dependent variable includes ENT_
ACT as an independent variable, as ENT_ACT captures action from the past. Here,
ENT_INT is interpreted as future intention (period 3 in Figure 1 above) while ENT_
ACT captures past action (period 2). Regression with ENT_ACT as a dependent
variable does not include ENT_ACT due to timeline-consistency.
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RESULTS AND DISCUSSION

For the purpose of this study, the impact of independent variables on

entrepreneurial intention and entrepreneurial action has been studied in two ways:
to determine the direction of change and the magnitude of change.

Direction of change refers to a given independent variable having a
positive, negative, or no impact on the dependent variables. Magnitude
of change is about marginal analysis: the change in probability of
dependent variable being 1 upon change in the independent variable.
In simple terms, it explains how a dependent variable or outcome - in
this case, entrepreneurial intention or entrepreneurial action - changes

when a specific independent variable (or explanatory variable) changes.

Other covariates are assumed to be held constant.

| DIRECTION OF IMPACT

The independent variables are grouped

into categories, as described in the theoretical
framework. Table 1 visually represents the
results of the findings for the “direction of
change” or “direction of impact” for both the
dependent variables. The exact significant
impact (at 1%) of the independent variables

on both dependent variables (based on the
detailed results of the regression analysis) has
been presented in Table 1.

According to the results, all demographic variables (such as gender,
age, location) and only one human capital variable (internship) have
the same (positive) directional impact on entrepreneurial intention and

entrepreneurial action. Entrepreneurial education and level of ICT use
have significant negative impact on both dependent variables.

Past entrepreneurial experience and level of country’s GDP have
positive significant impact on entrepreneurial intention but do not
show any significant impact on entrepreneurial action. One of the
noteworthy findings is that all personal characteristic variables (risk
taking attitude, internal locus of control, open mindedness and level of
optimism) show positive impact on entrepreneurial intention. Most of
them, however, have no significant impact on entrepreneurial action;
the exception is open mindedness, which has a negative impact.
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| DIRECTION OF IMPACT

The independent variables are grouped into categories,
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age, location) and only one human capital variable (internship) have
the same (positive) directional impact on entrepreneurial intention and
entrepreneurial action. Entrepreneurial education and level of ICT use
have significant negative impact on both dependent variables.

Past entrepreneurial experience and level of country’s GDP have
positive significant impact on entrepreneurial intention but do not
show any significant impact on entrepreneurial action. One of the
noteworthy findings is that all personal characteristic variables (risk
taking attitude, internal locus of control, open mindedness and level of
optimism) show positive impact on entrepreneurial intention. Most of
them, however, have no significant impact on entrepreneurial action;
the exception is open mindedness, which has a negative impact.




Table 1: Direction of Impact* for Entrepreneurial
Intention and Action

Intention Action
Variable Coefficient Coefficient
Male (binary) 0.182%** 0.305%**
Age 0.§9*** 0.024***
Urban (binary) 0.227%** 0.202%**
Financial situation of individual 0.132%**
Attitude towards risk 0.312%**
Internal locus of control 0.324%**
Education (entrepreneurial) (binary) -0.483*%** -1.27171%**
Education (communications) (binary) 0.258***
Internship (binary) 0.199*** 0.774%**
Open-mindedness 0.205%** -0.077%**
Optimism 0.157%**
Studying abroad (binary) 0.464***
Level of social capital 0.125%** -0.096***
Growth of GDP -0.345%**
Level of GDP 0.047%**
Level of ICT access -0.236%** -0.071%*%**
Level of youth unemployment 0.017%**

*Variables that have significant impact (at 1%) only

Another important finding of our study is that individual financial situation, communications education, studying
abroad, and level of youth unemployment have significant positive impact on action but not on intention.
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m Table 2: Direction of Impact
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| MAGNITUDE OF IMPACT

Table 5 illustrates the magnitude of impact of independent
variables on the entrepreneurial intention and entrepreneurial
action of youth. The table is self-explanatory as far as the
interpretation of numbers is concerned. An example is
open-mindedness. Marginally increasing the level of a person’s
open-mindedness (a) increases the probability of that person
having entrepreneurial intention by 3.9% and (b) decreases the
probability of that person’s entrepreneurial action by 1.7%.
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ENTREPRENEURIAL INTENTION (23

First, for entrepreneurial intention, we select the top 3

positive and top 3 negative variables in terms of their

impact. Table 3 indicates that a marginal increase in Table 3: Variables with Positive Impact on
the variable “past entrepreneurial action” increases the Entrepreneurial Intention
probability of a person having entrepreneurial intention

by 10.3%. This means that young persons who already . .

have an experience of an entrepreneurial activity are Variable Marginal Impact (INT)
more likely to have the intention to do it again. This Entrepreneurial action in the past (binary) 0.103

finding contradicts earlier research (Kautonen et al.,, 2011; | Internal locus of control 0.061

Miralles et al., 2015) and emphasises the importance Attitude towards risk taking 0.059

of prior experiences (Barringer et al., 2005; Lee and
Tsang, 2001) and learning gained from first attempts,
no matter how small (Tkachev and Kolvereid, 1999) and
then applying it, in order to have success in subsequent
businesses (Phan et al., 2002).

The results further confirm previous work (Ang and Hong, 2000; Diaz and Rodriguez, 2003; Luthje and Franke,
2003; Zellweger et al., 2011) showing that marginal increase in the variable “internal locus of control” (people
who believe that they are responsible for their own success) increases the probability of a person having
entrepreneurial intention by 6.1%.

A marginal increase in risk taking propensity or “attitude

towards risk taking” increases the probability of a young Table 4: Variables with Negative Impact on
person having entrepreneurial intention by 5.9%. This is Entrepreneurial Intention

not a surprising result, as discussed by authors such as

Nicholson et al. (2005) and Altinay et al. (2012). . :
Variable Marginal Impact (INT)
Other variables that increase the probability of a young Education (entrepreneurial) (binary) -0.09
person having entrepreneurial intention include: urban Growth of GDP -0.06
location (4.2%), open mindedness (3.9%), male gender Level of ICT access 0.04

(3.4%), internship (3.8%), level of optimism (2.9%) and
social capital (2.4%).

Table 4 displays the top 3 variables that have a negative impact on entrepreneurial intention. Our results show

that a marginal increase in the variable “entrepreneurial education” decreases the probability of a person having
entrepreneurial intention by 9%. This is one of the important findings of this white paper, as it contradicts the popular
belief based on the literature (Franke and Luthje, 2004; Souitiras et al., 2007; Foyelle et al., 2007; Degeorge and Foyelle,
2008; Farashah, 2013; Pihie and Bagheri, 2009; Shahidi, 2012), which says that entrepreneurial education programs
create a positive impact on entrepreneurial intention. This finding corroborates the work of Osterbeek et al. (2010) and
Graevenitz et al. (2010) showing that these programs provide an opportunity for the participants to have a realistic
view of an entrepreneur’s life and the skills needed to establish and grow successful ventures. The participants in these
programs realise that to create and develop an entrepreneurial venture is not for everyone, as it takes a great deal of
effort, hard work and commitment.

The other finding — that the marginal increase in the variable “growth of GDP” decreases the probability of a person
having entrepreneurial intention by 6% — is not a surprising one. The growth of GDP can act as an excellent “pull factor”
for establishing opportunity-based ventures, but this kind of economic situation generates greater opportunity for
employment, and an easier option for young people to step onto the earning ladder.

The finding that the marginal increase in the variable “level of ICT access” decreases the probability of a person having
entrepreneurial intention by 4% is unexpected, as the literature (Fitzsimmons and Douglas, 2011; Nasurdin et al., 2009;
Ramdani et al.,, 2009; Zaremohzzabieh et al., 2015) is replete with the opposite results. One of the possible reasons could
be the availability of information about alternative opportunities for employment, or the profligate spending of time on
social media; these could negatively affect the entrepreneurial intention of young people who make higher use of ICT.
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ENTREPRENEURIAL ACTION Table 5: Magnitude of Impact
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So far, the literature has been silent about this.

In view of the high reliability and validity of this
research project, the high number of respondents,
and representation of numerous countries, this
finding signals the importance of internship for
young people.

The third highest variable having a positive impact
on entrepreneurial action (as shown in Table 5) was
not a surprise; a marginal increase in the variable
“male”increases the probability of a person having
entrepreneurial intention by 7.1%.

Table 6: Variables with Positive Impact on
Entrepreneurial Action

Variable Marginal Impact (INT)
Internship (binary) 0.181
Studying abroad (binary) 0.108
Male (binary) 0.071

The literature confirms the finding that fewer women start their own businesses because: they perceive fewer
opportunities (Langowitz and Minniti, 2007; Minniti and Nardone, 2007); they have a higher fear of failure (Santos et al.
(2016); and face high financial barriers (Becker-Blease and Sohl, 2007; Brush et al., 2002; Carter and Allen, 1997; Fabowale,
Orser, and Riding, 1995; Marlow and Patton, 2005; Smith-Hunter, 2006).

Two further important variables that have a positive impact on entrepreneurial action are communication education
(6%) and urban location (4.7%). This emphasises the importance of the presentation of an idea and a possible plan (to
all the potential stakeholders, including investors, employees, suppliers, and customers) and the presence of extensive
opportunities (of all kinds) in large cities, compared with rural areas.

This study has found entrepreneurship education
has a negative impact on entrepreneurial venture
start-up. The results (in Table 6) indicate that a
marginal increase in the variable “entrepreneurial
education” decreases the probability of a person
having entrepreneurial action by 2.8%.The reason, as
explained earlier for entrepreneurial intention, is also
applicable here. The knowledge and understanding
of the required skills, efforts and demands involved
in starting an entrepreneurial venture might make

it less attractive for young people; this could explain
the decline in their number once they have gone
through these programs.

Table 7: Variables with Negative Impact on
Entrepreneurial Action

Variable Marginal Impact (INT)
Education (entrepreneurial) (binary) -0.28
Growth of GDP -0.02
Level of ICT access -0.01

High level of social capital also decreases the probability of a person having entrepreneurial action by 2%. The
prominence of social capital in the start-up and growth of entrepreneurial ventures cannot be denied (Gabbay and
Leenders, 1999; Brush et al., 2004; Carter and Shaw, 2006; Linan and Santos, 2007). The variable we could use for
social capital is “relies on social capital for job search”; hence the possibility that young people with higher social
capital can utilise their connections for finding employment. The more social capital they have, the less chance
there is for them to start their own venture. And last, but not least, the study finds that marginal increase in “level
of ICT access” decreases the probability of a person having entrepreneurial intention by 1%.
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RESEARCH CONTRIBUTIONS

In the current climate of downsizing, restructuring and
technological change, notions of traditional careers and
ways of creating value have all been challenged. People
depend more upon their own initiative to realise success.
Never before, it seems, have more people started their

own companies = particularly in order to exploit the
World Wide Web. There is no single government (in either
the developed or the developing world) that does not

pay at least lip service to entrepreneurship development.
Entrepreneurial intention among youth has gained vast
attention of researchers and scholars in the past few

years. Most of the studies conducted so far look at the
entrepreneurial intention of young people. Entrepreneurial
intention, however, is not a true indication of entrepreneurial
action (new venture creation) in any society or country.
Therefore, there is a need to know to what extent different
demographic, social and economic factors or variables affect
both entrepreneurial intention and action.

This is a unique research study, which reveals the impact
of myriad factors on both entrepreneurial intention and
action, at the same time. The data collected from 25,000
respondents in 25 different countries makes this work an
exceptional contribution to the literature in the discipline
of entrepreneurship. Last, but not least, the number of
respondents and countries covered, and the research
methodology applied to ensure its validity and reliability,
make this study one of the largest in the existing body of
knowledge of entrepreneurial intention and new venture
creation by young people around the globe.

Many of the results corroborate the findings of previous
literature, such as the significant impact of previous
entrepreneurial experience (Barringer et al.,, 2005; Lee

and Tsang, 2001; Miralles et al., 2015), gender (Endres

et al.,, 2008; Gatewood et al., 2002; Muller and Dato-On,
2008; Santos et al., 2016; Wilson et al., 2007), location
(Orferd et al.,, 2004; Mugobo and Upkere, 2012), internal
locus of control (Ang and Hong, 2000; Hansemark, 1998;
Khanka, 2009; Gurol and Atsan, 2006; Littunen, 2000),

risk taking propensity (Nicholson et al., 2005; Tang and
Tang, 2007), and social capital (Linan and Santos, 2007)
on entrepreneurial intention of young people. This study,
however, has taken our understanding of the field a

step further. The distinctive outcome of the study is the
positive impact of internship, open mindedness, and level
of optimism, and the negative impact of entrepreneurship
education on entrepreneurial intention.

There were no surprises when determining the impact
on entrepreneurial action (new venture creation) among
young people, of demographic variables such as age
(Kelley at el., 2016; Simones et al., 2016; Schwartz et al.,
2009), gender (Langowitz and Minniti, 2007) and location
(Malabena and Swanepoel, 2014). However, one of the
unique findings of the study is that the marginal increase
in “internship’; “studying abroad” and “communications
education”increases the probability of a young

person starting an entrepreneurial venture, whereas,
“entrepreneurship education” decreases the probability of
venture start-up.
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IMPLICATIONS

Entrepreneurship has attracted the attention of

both policy makers and researchers in the past two
decades. One of the main reasons is the importance

of entrepreneurial activity and its role in the economic
development of countries and regions through
generating ideas, creating opportunities and
consequently converting these ideas and opportunities
into profitable businesses. The study, based on both
primary and secondary research, has found numerous
studies that investigated the factors affecting the
entrepreneurial intention among youth, especially
college students. Although, entrepreneurial intention
has its advantages, it is not, however, a true indication of
entrepreneurial activity in a particular society. This white
paper fills the gap, by exploring the impact of different
factors on both entrepreneurial intention and action. Our
findings suggest some important implications for policy
makers, educational institutions and support agencies.

There is a need to create an environment conducive

to increasing the perceived attraction and feasibility of
entrepreneurship for women (Santos et al., 2016; Kickul

et al., 2008). This will have a positive impact on their
entrepreneurial intentions and, ultimately, on new venture
creation. More supportive policies, including access to
finance, provision of technical knowledge, presentation,
sales and marketing skills, internship opportunities and
scholarship for studies abroad could also open up their
perceptions with regard to “creating their own world” with
economic freedom and social choices.

Our study has found the negative impact of
entrepreneurship education on entrepreneurial intention
and action. One of the limitations of the study, however,
is that we could not determine which skills were learned
and which pedagogies were applied in entrepreneurship
education programs. Past studies, such as Linan et al.
(2010) emphasise the important role of “appropriate”
entrepreneurship education for entrepreneurial intentions
and eventual venture creation by youth. Educational
institutions and support agencies should understand
that knowledge of “business planning”is insufficient as
entrepreneurship education.

It can be a wonderful tool to show young people the
feasibility of starting a business but will not necessarily
increase their desire to do it. Entrepreneurship education
should be a policy instrument (at national and regional
levels) through which youth should be involved (through
participant-centred learning techniques) in developing
an entrepreneurial mindset, rather than acquiring a few
business management tools.

Our study also unearthed the importance of
entrepreneurial characteristics (including risk taking
propensity, internal locus of control, open mindedness
and level of optimism) and their positive impact on
entrepreneurial intention. We propose that policy
makers, entrepreneurship educators and support
agencies wanting to create more entrepreneurial
intention and subsequent activity among youth should
change the entrepreneurship education model. The
new model should include interactive tools to improve
youth’s judicious risk-taking propensity and highlight
the importance of open-mindedness (creativity

and innovation) along-with improving their level of
optimism. One of the important ways to develop these
characteristics is through a primary focus on increasing
entrepreneurial self-efficacy. It also needs to be developed
through “following four processes: enactive mastery

or repeated performance accomplishments; vicarious
experience or modelling; verbal persuasion; and
automatic/physiological arousal” (Segal et al., 2005: 54).

One of the exceptional findings of this study is the
significance of “internship”(18.1%) and “studying
abroad” (10.8%) for entrepreneurial venture creation
among young people. The results have implications for
governments, policy makers and support agencies to
create opportunities for internships for young people,
in collaboration with the private sector. This will them a
chance to understand the benefits of establishing and
develop their own ventures, enlighten them with new
ideas and opportunities and make them aware of the
skills and tools they need to manage these ventures.
Finally, government and support agencies should make
a provision for scholarships for deserving and bright
students, who can go abroad, bring back entrepreneurial
ideas and create opportunities for an entrepreneurial
revolution in their motherland.
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