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Figure 2. Self-evaluation by each competency area, n = 55.

Table 4. Self-evaluation, n = 55.

Self-Evaluation, Self-Evaluation,
Supervisors, Employees, Sig.
Mean Mean

1. Trust and respect within the working community 8.63 8.52 0.9929

2. Each person is unique 7.48 8.41 0.000167 ***
3. Open interaction 7.95 8.83 0.0005413 ***
4. Approaching goals and new opportunities 7.9 8.62 0.002278 **
5. Job satisfaction and competence 7.28 7.98 0.009078 **
6. Working life, networks, development 8.11 8.26 0.504

*, **, #** indicate significant at the level of 5%, 1%, and 0,1% respectively.

4.3. How Are the Entrepreneurial Activities of the Supervisors Visible in the Organisation?

The supervisors’ self-evaluation and the employees’” assessment of the supervisors are both above
average with overall means 7.89 and 6.34, respectively. Therefore, we can conclude that TAMK has a
good entrepreneurial competence in particular amongst its supervisors.

4.3.1. How Do the Employees Evaluate the Entrepreneurial Competencies of Their Supervisors?

As summarised in Table 5, the employees evaluate the entrepreneurial competencies of their
supervisors quite highly, with averages ranging from 5.97 to 7.14. The employees agree most in “Trust
and respect within the working community” and disagree most in ‘Job satisfaction and competence’.
Both the maximum mean, 7.14, and the maximum median, 7.50, is in “Trust and respect within the
working community’, and the lowest mean is in “Job satisfaction and competence’. Therefore, these
assessment tools should be examined in more detail.

In the assessment tool “Trust and respect within the working community’, question 1. “As an
employee I think that the management is reliable (e.g., keeps its promises)” has a rather low dispersion,
and the average of the question is 7.95, and the median is 8.0, which is a very good result. Thus, it can
be concluded that the employees most often agree that the management is reliable. In ‘Job satisfaction
and competence’, question 4. ‘As an employee I think that the management clearly states what is
good in my work and what could be improved’ has the lowest score, a mean of 5.28, and median 5.00.
The content of the question is worth paying attention to in the further development of the organisation.
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Table 5. Employees evaluate supervisors, n = 39.

Mean Median Standard Deviation
1. Trust and respect within the working community 7.14 7.5 1.99
2. Each person is unique 6.04 6.5 2.06
3. Open interaction 6.11 5.67 2.07
4. Approaching goals and new opportunities 6.15 6.83 2.25
5. Job satisfaction and competence 597 6.33 2.32
6. Working life, networks, development 6.6 7.14 2.06

4.3.2. How Do the Employees’ Evaluations of the Supervisors” Entrepreneurial Competencies Accord
with the Supervisors’ Self-Evaluations of Their Entrepreneurial Competencies?

Supervisors evaluate their own entrepreneurial competencies to be higher compared to the
employees’ assessment on the entrepreneurial competencies of the supervisors. This can be seen in
each of the assessment tools (Figure 3). Once again, the employees’ responses are more dispersed,
which may be due to the fact that there are significantly more employees (n = 39) than supervisors
(n = 16) among the respondents. One supervisor lacked responses to self-evaluations assessment tools
5 and 6, reducing n to 16.

Otherwise, the results of sections ‘Employees evaluation of supervisors’ and ‘Supervisors
self-evaluation’ are parallel in all the competence areas. The responses summarised in Table 6
indicates that ‘“Trust and respect within the working community” has the highest mean in both
self-evaluation and evaluation of the supervisors, 8.63 and 7.14, respectively, while ‘Job satisfaction
and competence’ has the lowest, 7.28 and 5.97, respectively.

Evaluation of the supervisor

e T - T7
= - H I | T - | Lo
I | ! | I |
8 i ' Q B I
I E = | E i @ Supervisors, n=16
6 — i 4 - 4 B Employees, n =39
4 - i | | | | |
o i i i i i
| | i i i
24 o L i b b
> @ N o2 @ &
& & Y ~na Y )
Q"Q "\\Q fbc} & é@Q Q&
N Q@\ N & 0
& ;
c}(b 6:0(\ O R b(’o W
Y @ OQQ N &
A& Q N
X \ Q J
k3 & L o
& 2 & e
o & N
> < @
S F
s ¢ &
s &
Q@
‘?‘Q

Figure 3. Evaluation of the supervisor by each competency area, n = 55.
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Table 6. Comparison of the supervisors’ self-evaluation and employees evaluating supervisors, n = 55.

Supervisors’ Evaluation of the
Self-Evaluation Supervisors Sig.
Mean Mean

1. Trust a‘nd respect within the working 8.63 714 0.000111 ***
community
2. Each person is unique 7.48 6.04 0.000559 ***
3. Open interaction 7.95 6.11 2,63 x 1075
4. Approechmg goals and new 79 6.15 6.77 x 105
opportunities
5. Job satisfaction and competence 7.28 5.97 0.002704 **
6. Working life, networks, development 8.11 6.6 0.000439 ***

Total 7.89 6.34 2.79 x 1075

*, **, *** indicate significant at the level of 5%, 1%, and 0,1% respectively.

Because of unequal variances and unbalanced data, the comparison of the two respondent groups’
means was done using Welch’s f-test. The differences in group means are statistically significant
(see Table 6). Although in some sum variables the group means differed a lot, all are above 5.5, which
can be considered a rather good result. But it should be noted that the average differences in the groups
are at their highest 1.84 (‘Open interaction’), which is a big deviation and may need some further
examination. However, this can be partly explained by the different group sizes of the respondents,
and perhaps the data is somewhat biased if, for example, more satisfied supervisors and less satisfied
employees have responded to the survey.

When examining assessment tool ‘Open interaction” question by question, it can be seen that the
results are parallel, but the average responses of employees are, on average, almost two points lower
than those of supervisors in questions 2—6. It can be concluded that supervisors and employees have
different views on how well management invests in open interaction within the organisation. Also,
the supervisors evaluate their entrepreneurial competencies in open interaction to be much higher
than the employees do.

4.4. Consistency of the Assessment Tools

Internal consistency of the assessment tools was measured with Cronbach’s alpha. These
assessment tools have been used a lot, and they have been developed along the way. Furthermore,
as presented before, they have been proven to work well in assessing entrepreneurial competencies in
the context of private organisations. Table 7 indicates that all the alphas are good or excellent, ranging
from 0.60 to 0.95, except in ‘Employees self-evaluation’, which is a new section. In assessment tools
‘1. Trust and respect within the working community’, the alpha is 0.47, and in ‘3. Open interaction’,
the alpha is 0.52. However, considering that there are only 39 observations and that this section is
in use for the first time, the alphas are sufficient for using the tool. This implies, that there are two
questions within the two assessment tools that need to be reformulated for further use. There is also a
new assessment tool “Working life, networks, development’, but it works very well, the alphas being
between 0.79 and 0.95. Overall, there are a total of about 120 statements in all of our research metrics.
Therefore, we do not consider this to compromise the results of the study, as only a few statements are
not completely ideal. However, further examination of the tool is still needed.

Overall, we assess that the reliability and validity of the assessment tools are on a sufficient level
for responding to the set research questions [39]. The phenomenon has been examined through a
multidisciplinary approach, and with a range of different assessment tools and two different respondent
groups. However, there is still room for further development of the assessment tools and research
design, both of which are discussed in the following section together with the obtained results.
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Table 7. Measuring the consistency of the assessment tools by Cronbach’s alpha.

Evaluation of the Organisation Cronbach’s Alpha
1. Trust and respect within the working community 0.91
2. Each person is unique 0.87
3. Open interaction 0.83
4. Approaching goals and new opportunities 0.91
5. Job satisfaction and competence 0.88
6. Working life, networks, development 0.91
Supervisors Self-Evaluation
1. Trust and respect within the working community 0.68
2. Each person is unique 0.61
3. Open interaction 0.7
4. Approaching goals and new opportunities 0.64
5. Job satisfaction and competence 0.6
6. Working life, networks, development 0.79
Employees Self-Evaluation
1. Trust and respect within the working community 0.47
2. Each person is unique 0.69
3. Open interaction 0.52
4. Approaching goals and new opportunities 0.81
5. Job satisfaction and competence 0.77
6. Working life, networks, development 0.88
Employees Evaluating Supervisors
1. Trust and respect within the working community 0.92
2. Each person is unique 0.89
3. Open interaction 0.89
4. Approaching goals and new opportunities 0.95
5. Job satisfaction and competence 0.95
6. Working life, networks, development 0.95

5. Discussion and Conclusion

In this paper, our aim was to investigate how entrepreneurial thinking and actions on both the
individual and organisational levels were realized in practice after the case university’s strategy reform.
Our approach enabled analysing what kind of entrepreneurial competences are needed in the context
of higher education to drive organisational change, which can have also a significant socio-economic
impact in the long-term. Overall, the results obtained from our pilot study are positive in regard to the
activities of the organisation and the individuals, both of which were estimated to be entrepreneurial.
In regard to previous studies [34-37], it can be estimated that Tampere University of Applied Sciences
has succeeded in implementing an efficient entrepreneurship strategy across the board, although there
are also areas in which further development is needed.

The results indicate that the supervisors tend to estimate their entrepreneurial competencies
higher than the employees. This implies, that the entrepreneurial strategies of the organisation are well
communicated to different management levels, while the employees are less engaged and equipped to
contribute to transformative change towards entrepreneurial organisation to support entrepreneurial
attitudes within the university community [14]. However, as previous studies on the ‘entrepreneurial
university’ have argued, top-down initiatives or organisational strategies alone are not sufficient
for drivers of organisational change, but collegial entrepreneurialism should be supported through
collegial entrepreneurialism [18]. The literature has also emphasized the role of the universities’
personnel [8] in creating an ‘enterprise culture’. Being so, identifying and further development of the
entrepreneurial competencies among staff members would facilitate higher education institutions’ path
towards entrepreneurial organisations. As a practical recommendation, more attention could be paid

159



Sustainability 2020, 12, 7323

to interaction and personal feedback of the employees. This is also likely to provide valuable feedback
to the HR of organizations and the development of targeted management training programmes with an
aim to equip the managers with new skills for providing constructive feedback, which supports open
communication and raise further discussion on the organisational goals. Undoubtedly, the development
of an entrepreneurial organisation also emphasises psychological starting points for meeting people,
and thus also for strengthening the self-efficacy of individuals [26,27].

On the other hand, the number of participants in the pilot study is limited. The question also arises
as to whether those persons who, in principle, have been more oriented towards entrepreneurialism,
have responded to the survey. That is why, in the future, even more extensive organisational
measurements are required to assess the entrepreneurial capacities effectively. Admittedly, qualitative
research integration would also have the potential to generate a deeper understanding of the
phenomenon. Similar measurements, also in different sectors and societal contexts, would provide
more in-depth information on the extent to which entrepreneurialism appears as a contextual feature.
Based on this knowledge, it would be possible to create even more customised development models or
training programmes targeted for the development of an entrepreneurial organisation (e.g., management
training and HR development).

Previous studies imply that the entrepreneurial culture is not given in the academic context [34-36],
and thus future research is still needed in the area. Moreover, many studies aim to investigate the
entrepreneurial culture within particular target groups (e.g., teachers) representing a part of the
university personnel, although a more holistic view to the development of positive attitude towards
entrepreneurial capacities can also increase student entrepreneurship [14] Being so, our research is
even ground-breaking in the sense that we have not found any previous studies with a similar starting
point—namely, identifying both employees” and supervisors’ perceptions of their personal and their
organisation’s entrepreneurial capacities and exploring these aspects simultaneously.

As a part of the survey, employees also evaluated their supervisors. To that extent, our different
assessment tools provide unique information on the phenomenon. The tools themselves triangulate [38]
the manifestation of entrepreneurialism in an organisation through a variety of ways, even though
our metrics provide only quantitative information. Furthermore, our tools are also based on an
interdisciplinary premise integrating entrepreneurship, psychology, and behavioural science research,
which contributes to the knowledge base of entrepreneurship research by ‘borrowing” theoretical
approaches from other research fields [40]. In this way, we have triangulated the phenomenon based
on academic discussion within different disciplines, such as higher education studies.

In the future, we will also emphasise organisational development based on the Seikkula-Leino’s
competency model [25]. With these indicators, we will be able to study further, e.g., the effectiveness
of different national and institutional development programmes. We estimate that our organisational
development concept based on previous studies on entrepreneurial competencies (SKILLOON tool)
could potentially contribute to the development of different entrepreneurial organisations and
entrepreneurial culture, which is permissive, appreciative, and supports feelings of success and
self-efficacy in all levels of the organisation. Furthermore, this approach can help to create a wider
understanding of the theoretical basis of entrepreneurial organisation and its culture by identifying
the elements that support effective managerial and strategic capacities to transform knowledge into
entrepreneurial activity [3]. This type of culture does not only create a basis for entrepreneurial
activity, but, at the same time, it promotes the wellbeing of management and employees, creating
a solid foundation for building a sustainable organisational culture whilst also supporting student
entrepreneurship [14]. Developing such a culture would contribute to the ability to operate more
stably and in a more agile manner in a global and rapidly changing environment. It would also
indirectly contribute to the strengthening of a sustainable society, in which people solve the challenges
ahead and even find new and unpredictable innovative openings for the development of quality of
life—allowing us to put into practice the latest global strategies driving entrepreneurship within the
society (see, e.g., [1,2]).
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Abstract: Entrepreneurial and innovative activities are becoming a global economic and social
phenomenon, especially in emerging economies. This study focuses on a typical emerging economy,
China, and its entrepreneurial and innovative activities. On the basis of current research, the
literature review and the chain of “cognition-behavior-outcome” are used for constructing the
theoretical model for the relationship among entrepreneurial team cognition characteristics, behavior
characteristics, and venture performance. A total of 101 valid copies of questionnaire are collected
from entrepreneurial team members, as the research objects, and the structural equation modeling
(SEM) method is applied to test the theoretical hypotheses. The research results reveal (1) significant
effects of entrepreneurial team cognition characteristics and behavior characteristics on venture
performance and (2) partial mediating effects of entrepreneurial team behavior characteristics on the
relationship between cognition characteristics and venture performance. The research results are the
expansion of research on entrepreneurial teams as well as the important reference for entrepreneurial
team management and behavioral practice.

Keywords: entrepreneurial team; cognition characteristics; behavior characteristics; venture
performance

1. Introduction

The effective implementation of sustainable growth and the development of organizations through
entrepreneurship and innovation is a pressing matter for countries around the world, especially
among those with emerging economies. According to the data of the National Development and
Reform Commission of China from 2015, when the China government proposed the slogan of “mass
entrepreneurship brings a mass of innovations” and implemented national policies that encouraged
innovative entrepreneurship. Until to 2018, it already had 11,808 entrepreneur incubation organizations
countrywide, with over 6.7 million new registered companies in 2018. Moreover, 3.5 million related
jobs were created in total [1]. Innovative entrepreneurship is increasingly becoming an important
driver of Chinese economic growth and sustainable development. Therefore, entrepreneurial and
innovative activities are becoming a global economic and social phenomenon, one that is increasingly
drawing the attention of theoretical and practical fields alike [2].

Moreover, the current contribution rate of emerging economies to the global economy is
continuously increasing and is becoming the main source of the global economy’s stability. Because
of this, entrepreneurial and innovative activities within emerging economies should be given
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more attention. However, Singh and Gaur [2] believe that most of the present literature on
entrepreneurship and innovation management focus on the research of relatively developed economies
(e.g., North America and Europe), and that literature focusing on entrepreneurship and innovation
management in emerging economies is scarce and not frequently published. Furthermore, owing to
the higher level of obscurity and uncertainty in the business environments of emerging economies,
it is imperative that the rules of entrepreneurial and innovative activities within these economies are
more carefully uncovered [3]. On the basis of the foregoing, this study focuses on a typical emerging
economy, China, and its entrepreneurial and innovative activities.

In the innovative and entrepreneurial activities of emerging economies, entrepreneurial ventures
play an important role in the national economy and social development [4]; particularly, under the rapid
development of information technology and the constant change of customer needs, entrepreneurial
ventures, with the characteristics of flexibility, innovation, closeness to customers, and prompt responses,
became critical economic power [5]. In the establishment and development process of entrepreneurial
ventures, team entrepreneurship showed higher success rate than individual entrepreneurship, and the
leadership and management patterns gradually changed from individual to team entrepreneurship [6].
In this case, research on the relationship among entrepreneurial team characteristics, the composition,
and venture performance in entrepreneurial venture management became topics in the past years [7].

In China, “Fujian Merchants” are a unique group of businessmen who are characterized by
“dedicate yourself and you will win”, which is the most intuitive embodiment of entrepreneurship [8].
For example, the China Mass Entrepreneurship Index in 2016 (MEI-2016) released by Southwest Jiaotong
University shows that Fujian Province ranks among the top ten provinces in terms of innovation and
entrepreneurship in China [9]; the 6th Fujian Merchants Forum in 2019 is themed with “condensing
the mind, condensing the intelligence; innovating, creating, and entrepreneurship” [10]. Among the
innovation and entrepreneurship activities of Fujian Merchants, Quanzhou is the city with the highest
economic aggregate, the largest contribution, the largest number of overseas Chinese businessmen, and
the oldest history of entrepreneurship. It is also the starting point of the ancient “Maritime Silk Road”,
with enrich entrepreneurial culture accumulation [11]. Moreover, Xiamen is one of the earliest special
economic zones in China, and it is also one of the cities with the best innovation and entrepreneurship
environment in China now [12]. On the basis of above, this article selects the “Fujian Merchants” that
are most typical with innovation and entrepreneurship in China, and takes the entrepreneurial teams
of Quanzhou and Xiamen as the research objects to survey the entrepreneurial activities in emerging
economies represented by China from a sustainable perspective.

The high risks, high failure rate, and high uncertainties of entrepreneurial ventures revealed
the difference in entrepreneurial team characteristics from traditional businesses [13]. For instance,
capital chain break, core technician loss, and external macro environment change might appear in
the process of entrepreneurial venture development to result in entrepreneurial team loss and even
disbandment [14], while in traditional businesses, they do not. Hence the necessities to further research
the relationship between entrepreneurial team characteristics and venture performance [7].

Meanwhile, current research on the relationship between entrepreneurial teams and venture
performance has focused on the internal mechanism of the structure and characteristics of
entrepreneurial teams (e.g., heterogeneity, knowledge sharing, conflict resolution, and innovation
ability) affecting venture performance, while the theoretical regulation behind the effect of
entrepreneurial team characteristics on venture performance is yet to be interpreted [15]. In this case,
team cognition theory is introduced to this study, wherein entrepreneurial team characteristics are
divided into cognition characteristics and behavior characteristics, and the chain of “cognition-behavior—
outcome” is followed to analyze the relationship between entrepreneurial team characteristics and
venture performance [7,16].

Furthermore, owing to the higher degree of ambiguity and uncertainty in the business environment
of emerging economies, it is more necessary to carefully explore the rules of entrepreneurship and
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innovation activities from a sustainable perspective in both theory and practice. It can promote the
development of innovation and entrepreneurship activities.

2. Theoretical Basis and the Proposal of Research Hypothesis
2.1. Definition of Related Concepts

2.1.1. Entrepreneurial Teams and Their Characteristics

There is no universal definition of an entrepreneurial team within the academe. However, in the
context of academic literature, the most widely accepted definition is that proposed by Kamm et al. [4],
wherein they believe that an entrepreneurial team is a group of two or more people based on common
prospects and interests who cooperate to establish a new enterprise for the purpose of gaining better
economic profits. After this, Gartner et al. [17] expanded the concept of entrepreneurial teams, believing
that the concept not only includes the multiple individuals who cooperated to start the enterprise, but
also those individuals who have direct and important impacts on the formulation of the strategy of the
company. Ensley and Carland [18] and Mol, Khapova, and Elfring [7] combined the afore-stated views
and defined the characteristics of individuals within the entrepreneurial team from the perspectives of
economic profit, team cooperation, and strategy formulation. Therefore, we proposed that the term
“entrepreneurial team” refers to a group formed in the early establishment period of the company
made up of individuals with shared responsibility, who have complementary talents and common
entrepreneurial goals and prospects, and is a group wherein these individuals cooperate to set and
implement business strategies.

There are many different schools of thought when it comes to the structure and characteristics
of entrepreneurial teams [15]. On the basis of the objectives of this research, we divide
entrepreneurial characteristics into cognitive characteristics and behavioral characteristics based
on team cognition theory.

2.1.2. Venture Performance

Venture performance is the goal behind the establishment and development of entrepreneurial
companies, and is also a focal point of discussion in the entrepreneurial research field [7,19]. Scholars
believe that the impact on the behavior of the entrepreneur mainly manifests itself in the form of
venture performance [16]. Furthermore, venture performance is not just the enumeration of various
related indicators, but rather a more systematic whole that should yield related indicators through the
analysis of the environment of the company, the entrepreneurial team, and the individuals composing
that team [20]. Furthermore, venture performance should also include the results of entrepreneurship
as well as the entrepreneurship process [21]. On the basis of the foregoing, this study holds that venture
performance refers to an important reference indicator that evaluates the degree to which firms are
able to complete certain tasks or reach certain goals throughout the entire entrepreneurial process.

2.2. Theoretical Analysis of the Relationship between the Cognition Characteristics and Venture Performance of
an Entrepreneurial Team

Cognition characteristics of an entrepreneurial team refer to cognition basis and emotion difference
among entrepreneurial team members. From the aspect of an organization, an entrepreneurial team
is the establishment stage of a traditional business organization. Traditional research on the high
management team of an enterprise indicated that the heterogeneity of background and experiences
among high management team members would result in different cognition bases, thereby causing
cognitive conflict. The cognitive conflict of such high management teams could improve the strategic
decision making of an enterprise to further improve the business performance [22]. On the other hand,
researchers considered that the different works engaged by high-level management team members
would result in task conflict, which, essentially, is a kind of cognitive conflict to improve business
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performance [23]. According to the research on entrepreneurial teams, Roure and Maidique [24]
indicated that an entrepreneurial team with higher skill heterogeneity could better improve the
business performance with strategic decision making. Kamm and Nurick [25] mentioned that an
entrepreneurial team with higher skill heterogeneity could effectively cope with risks and uncertainties
in the entrepreneurial process. Carpenter [26] further determined the direct effects of the cognition
characteristics of the heterogeneous skills, background, and experiences of an entrepreneurial team
on venture performance. Accordingly, it is proposed that H1: cognitive conflict in the cognition
characteristics of an entrepreneurial team presents remarkably positive effects on venture performance.

From the viewpoint of emotion difference in cognition characteristics of an entrepreneurial
team, researchers considered that the heterogeneity among entrepreneurial team members not being
reasonably used would not encourage team members to pursue creative conflict. Further, it will affect
the positive emotion among members. In this study, normal communication channels might be blocked
to form emotional conflict and further hinder teamwork [27]. Emotional conflict was generally regarded
as negative. Chen [16] indicated that the emotional conflict of an entrepreneurial team would weaken
the cooperation among its entrepreneurial team members, thereby negatively influencing venture
performance. Accordingly, it is also proposed that H2: emotional conflict in cognition characteristics of
an entrepreneurial team shows notable negative effects on venture performance.

2.3. Theoretical Analysis of the Relationship between the Behavior Characteristics and Venture Performance of
an Entrepreneurial Team

The behavior characteristics of an entrepreneurial team refer to the behavioral performance of
the same. In comparison with traditional businesses, entrepreneurial ventures have to do better
on innovation ability and strategic sustainability in order to survive in the environment with rapid
changes and uncertainties; the importance thus is higher. In terms of innovation ability, Kuratko,
Ireland, & Hornsby [28] stated that an entrepreneurial team would form the innovation ability through
exploring new problems or opportunities to enhance venture performance. Regarding strategic
continuity, Covin and Miles [29] stated that an entrepreneurial team should purposively re-define the
organization and market and confirm strategic objectives to further improve venture performance.
On the basis of the foregoing, it is proposed that H3: innovation ability in behavior characteristics of
an entrepreneurial team reveals significantly positive effects on venture performance and H4: strategic
sustainability in behavior characteristics of an entrepreneurial team presents remarkably positive
effects on venture performance.

2.4. Theoretical Analysis of the Relationship between the Cognition Characteristics and Behavior Characteristics
of an Entrepreneurial Team

The cognitive and behavioral characteristics of entrepreneurial teams originated from the cognitive
behavioral theory of psychology. In the field of entrepreneurial management, research scholars believe
that the cognitive conflict of entrepreneurial team members can increase the individual confidence and
ability of members, and, therefore, solve various problems encountered during the entrepreneurial
process, with the overall effect of increasing the innovation ability of the entrepreneurial team [30].
On the basis of the foregoing, we propose that H5: the cognitive conflict of the cognitive characteristics
of an entrepreneurial team has a notable positive influence on innovation ability.

The cognitive conflict aspect of an entrepreneurial team can also accelerate the processes of
considering and solving problems within the entrepreneurial team, thereby increasing the ability
of the entrepreneurial team in setting strategies and improving strategic sustainability [31]. Hence,
we propose that H6: the entrepreneurial team cognitive characteristic of cognitive conflict has a notable
positive influence on strategic sustainability.

At the same time, because the entrepreneurial team cognitive characteristic of emotional conflict
will weaken the normal sentiments between team members, it is deemed, therefore, to have a negative
influence on the innovation ability of the entrepreneurial team [16]. Thus, this we propose that H7:
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the entrepreneurial team cognitive characteristic of emotional conflict has a notable negative influence
on innovation ability.

Furthermore, the entrepreneurial team cognitive characteristic of emotional conflict damages the
emotional bonds between team members, thereby putting obstacles in the way of normal communication
channels among them. This impairs the ability of members to understand each other and weakens their
understanding of the environment and decisions of the company. This, in turn, makes decision quality
and company efficiency low to the point that the strategic sustainability of the entrepreneurial team is
affected negatively [32]. Thus, we propose that H8: the entrepreneurial team cognitive characteristic of
emotional conflict has a markedly negative influence on strategic stability.

The intermediary role played by entrepreneurial team behavioral characteristics in the relationship
between cognitive characteristics and venture performance has not been directly discussed in the
current literature. However, indirectly, scholars in the field of organization team research have
researched and demonstrated the intermediary effect produced by organization team behavior on the
relationship between cognitive characteristics and team performance [33,34]. Taking this view and
applying it to the field of entrepreneurial companies, while also adhering to the theoretical framework
of “cognition-behavior-performance”, this study holds that there is a marked intermediary effect
produced by the behavioral characteristics of entrepreneurial teams on the relationship between
cognitive characteristics and venture performance. On the basis of the foregoing theoretical foundation,
the researchers interviewed entrepreneurial team members online, one-on-one, from 20 different
entrepreneur incubation parks. These interviews extracted factors related to the research of this study
that influence team productivity and company performance. The researchers found that the innovation
ability and strategic sustainability of entrepreneurial teams are important factors that have an impact
on the relationship between entrepreneurial team cognition and venture performance. To summarize
the theoretical analysis and the practical research, we hold that the cognitive conflict of teams can have
an impact on venture performance and also influence the behavioral characteristics of entrepreneurial
teams, including innovation ability and strategic sustainability, thereby affecting venture performance.

As the cognitive characteristics of entrepreneurial teams have a notable impact on innovation
ability and on venture performance, we propose that H9: the innovation ability of entrepreneurial
teams plays a pronounced intermediary role in the relationship between cognitive characteristics
and venture performance. In addition to the foregoing, cognitive characteristics of entrepreneurial
teams have a notable impact on strategic sustainability and the latter has a notable impact on venture
performance. Therefore, on the basis of the “cognition-behavior—performance” framework, we propose
that H10: the strategic sustainability of entrepreneurial teams plays a pronounced intermediary role in
the relationship between cognitive characteristics and venture performance.

Hence, Figure 1 demonstrates the theoretical model of this study.
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Figure 1. The framework of the relationship among entrepreneurial team cognition, entrepreneurial
team behavior, and venture performance.
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3. Research Method and Data Survey

3.1. Source and Process of Questionnaire Survey

The research subjects are entrepreneurial and innovative activities within emerging economies,
mostly within the context of China. The Fujian province area is located in the southwest coast of
China, an area with some of the most dynamic entrepreneurial and innovative activities outside
of the major cities of Beijing, Shanghai, and Guangzhou. According to statistics from the Fujian
province government, there were over 807,000 newly registered entrepreneurial companies in 2018,
a 27.6% increase from 2017. Within Fujian, the cities of Quanzhou and Xiamen are some of the most
economically developed areas and their entrepreneurial and innovative activities are among the most
dynamic. According to statistics from the Fujian province government for the first half of 2019, the
gross domestic products (GDPs) of Quanzhou and Xiamen make up almost 40% of the total GDP
of the province [35]. It was for the foregoing reasons that the entrepreneurial companies within the
entrepreneur incubation parks of Quanzhou and Xiamen were chosen as the subject of investigation.

Furthermore, “Fujian Merchants” are one of the most famous merchant groups, since a long time
ago, and their typical characteristic is “dedicate yourself and you will win”, which is the most intuitive
embodiment of entrepreneurship. Therefore, we select Quanzhou, which is the oldest traditional city
in Fujian [11], and Xiamen which is the most rapidly developing and potential emerging city, as our
research area [12]. Then, we surveyed the entrepreneurial teams and collected the research data from
these two cities.

Since 2015, the China government has proposed the slogan of “mass entrepreneurship brings a mass
of innovations”, and it intensively issued various policies to promote innovation and entrepreneurship
activities in the same time. However, the relevant policies of innovation and entrepreneurship activities
in Fujian Province are concentrated from the beginning to the end of 2015, and it will take time for the
policies to be implemented. According to the data of innovation and entrepreneurship policy base
of National Development and Reform Commission, Fujian Province is in the implementation stage
of the policy between November 2015 and December 2017 [1]. Therefore, we chose to survey during
November 2017 to May 2018.

Using online/offline questionnaire, entrepreneurial ventures in entrepreneur incubation parks in
Quanzhou and Xiamen in Fujian Province were selected for data collection. A total of 225 copies of
questionnaire were distributed from November 2017 to May 2018. By excluding the ones that were not
seriously answered and the lack of data, a total of 101 valid copies were retrieved, with the retrieval
rate of 44.88%. The valid sample characteristic statistics reveal that most respondents (62.38%) are
female and aged between 21 and 30 (46.54%) and 30and 50 (38.61%), and the market channels of the
supervisors focus on physical stores (45.55%) and online(30.69%).For descriptive statistics regarding
the research subject of this study, see Table 1.

Table 1. Descriptive statistics of research sample characteristics.

Characteristic Categories Sample Number  Percentage Value
S Male 38 37.62%
X Female 63 62.38%
Whether or Not the Individual is a Is a Founding Member 69 68.32%
Founding Member of the Company Is Not a Founding Member 32 31.68%
0-20 9 8.91%
Ace 21-30 47 46.54%
& 30-50 39 38.61%
50+ 6 5.94%
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Table 1. Cont.

Characteristic Categories Sample Number  Percentage Value
0-1 27 26.73%
How Long the Company has been 2-5 59 58.42%
Established 5-10 14 13.86%
10+ 1 0.99%
Internet 31 30.69%
Main Market Channel for Company Direct-to-Customer 13 12.87%
Operations Storefront 46 45.55%
Other 11 10.89%

3.2. Variable Measurement

3.2.1. Measurement of Entrepreneurial Team Characteristics

Different scholars have different methods for measuring the entrepreneurial cognitive characteristic
of cognitive conflict. Jehn believes that task conflict exists in the circumstance where team members
have different views on the content of a task currently being carried out. She uses four factors to
measure task conflict: (1) the number of times team members have differing views on the work being
carried out, (2) the frequency of differing views within the team, (3) the level of conflict in regard to
the task, and (4) the level of difference between the various views [23]. Amason holds that cognitive
conflict refers to a difference in task orientation that originates from differing viewpoints, and uses the
following three questions to measure cognitive conflict: (1) “how much disagreement is there in regard
to different ways of thinking?”, (2) “how many differences are there in decision content?”, and (3) “how
many different types of views are there in the group?” [27]. Chen et al. [16], on the other hand, sees
the task as the center of cognitive conflict, with differences regarding the various methods of arrival
at the task objective as the most important force. Therefore, he uses the two criteria of “differences
in thought” and “differences in decision content”, among others, to measure the cognitive conflict
within entrepreneurial groups. We combine different measurement methods of cognitive conflict found
within the existing literature, design question items to address the various necessary aspects (i.e., task
conflict, differing views, differing management styles, and differing strategic plans), and measure such
question items through a preliminary test. By calculating the Cronbach’s alpha after deleting a given
question item, unreasonable items are omitted. In the end, three question items are used to measure
the cognitive conflict of entrepreneurial team members. The specific items can be found in Table 2.

In measuring the entrepreneurial team cognitive characteristic of emotional conflict, this study
mainly used the measurement method within Jehn'’s intragroup conflict scale (ICS), specifically that part
referring to the measurement of emotional conflict [23], and combined it with some practical adjustments
made by Chinese scholars to make it appropriate to Chinese circumstances. We designed questions
that measure emotional conflict from perspectives such as individual characteristics, relationships,
emotions, and identification, and deleted unreasonable questions through the preliminary test. In the
end, three question items were used to measure the emotional conflict of entrepreneurial teams, which
can be found in Table 2.

Regarding the measurement of the entrepreneurial team behavioral characteristic of innovation
ability, the most classic analysis is presently Schumpeter’s definition of innovation, wherein he holds
that forms of innovation within a firm include the methods for the development of new products, the
acquisition of new markets, and the procurement of new resources. On the basis of this view, Miller
and Friesen measure innovation through the following three criteria: (1) emphasis on research and
development, cutting-edge technology, and innovative sales; (2) the number of new products and or
services sold; and (3) the level of change in products and or services [36]. Karagozoglu and Brown
measure team innovation by asking managers about their willingness to abandon old ideas and explore
new choices [37]. This study combines the research of these two scholars and borrows from practical
adjustments made to this measurement to make it more appropriate for Chinese circumstances. This
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research designed question items that measure team innovation by looking at products and services,
market development, whether or not teams are keeping abreast of current trends, and the desire to
innovate. Furthermore, unreasonable items were deleted through the preliminary test. In the end,
three question items were used to measure the innovation ability of entrepreneurial teams, which can
be found under Table 2.

Considering the impact of long-term position-making behaviors of entrepreneurial teams
and implementing strategies on corporation performance. We measured the long- and short-term
perspectives of behavioral characteristics by the entrepreneurial team behavioral characteristic of
strategic sustainability. Moreover, Taneja and Chenault’s work focused heavily on the issue of
sustainable development for entrepreneurial firms [38]. We consider the concepts of long- and
short-term orientation within Hofstede’s theory of cultural dimensions, and put them in the context of
the sustainable implementation of strategies of entrepreneurial firms. It measures strategic sustainability
by looking at market share, business plans, and repeated innovation. There were no question items
deleted through the preliminary test [39]. The specific items can be found in Table 2.

Meanwhile, the coefficient of internal consistency (Cronbach’s Alpha, CA) and corrected item-total
correction coefficient (CITC) are used for evaluating the reliability of the questionnaire. The reliability
analysis results reveal that the team characteristics reliability coefficient (0.805) satisfies the basic
reliability requirement. Applying statistical product and service solutions (SPSS) 19.0 to exploratory
factor analysis, the results show that the cumulative variance explained that the extracted factors are at
67% and the factor loadings are higher than 0.5 that the validity conformity to the basic requirement.

3.2.2. The Measurement of Venture Performance

In evaluating venture performance, scholars have determined four main representative indicators:
(1) arriving at a specified milestone, such as a new company completing the development of a
product [40]; (2) the entrepreneurial firm made progress over the course of two or more stages of
preparatory activities [41]; (3) whether or not the entrepreneurial process can be characterized as
shutting down, still struggling, or operating normally [42]; and (4) the entrepreneurial firm made
the first or second profit on a sale [19]. When this study evaluates venture performance, it is mainly
concerned with consulting the measurement method laid out by Venkatraman and Ramanujam, which
combines the aforementioned four indicators [43]. No items were deleted through the preliminary test.
The specific items are found in Table 2.

Meanwhile, the reliability analysis results reveal the reliability coefficient of venture performance
(0.890) satisfying the basic requirement for reliability. The exploratory factor analysis result shows the
cumulative variance showed the extracted factors 56% and that the factor loadings are higher than 0.5,
reaching the basic requirement for validity.

Table 2. Items used to measure entrepreneurial team characteristics.

Variable Item

Members of the original entrepreneurial team frequently have different
opinions on how to manage the company

The Cognitive Conflict of Team Disagreements among members of the original entrepreneurial team are,
Members to a large extent, about work tasks

Members of the original entrepreneurial team frequently have differing
opinions on what course to take in managing the new company

There is obvious personality conflict among members of the original
entrepreneurial team

The Emotional Conflict of Team Among members of the original entrepreneurial team, we see ourselves
Members as partners who are collectively pushing our company towards success

Members of the original entrepreneurial team do work tasks as if they
are their own tasks
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Table 2. Cont.

Variable Item

We are the first company to introduce this product/service to the market

I tion Abili - " -
nnovation Ability We are always looking for new opportunities related to our business

Our team frequently keeps abreast of recent trends

We are willing to sacrifice profits to increase market share

We take time to set a comprehensive business plan and then ensured

Strategic Sustainabilit ey .
rategic sustamabrty that it is strictly administered

We frequently test our business model on the market and adjust
according to market feedback

Overall, we provided satisfactory investment returns to our founds and
investors and arrived at our anticipated goal(s)

Our company reached our anticipated product or service development
Venture Performance goal(s)

Our company reached our anticipated user-based or customer-based
goal(s)

Our company reached our anticipated regional market entry goal(s)

This study further evaluated the overall measurement model through the use of confirmatory
factor analysis (CFA). The results of this analysis show that the measurement model has a relatively
good degree of fit (x2 = 125.42, df = 94, p = 0.017, x2/df = 1.334, GFI (goodness-of-fit index) = 0.905,
AGFI (adjusted goodness-of-fit index) = 0.958, CFI (comparative fit index) = 0.973, NFI (non-normed
fit index) = 0.948, RMSEA (root mean square error of approximation) = 0.040, SRMR (standard root
mean-square residual) = 0.037). The load factor of each measurement item fell between 0.707 and 0.947,
and all had a p-value greater than p < 0.001. The construct reliability (CR) results yielded values greater
than 0.7, showing that the underlying variables all have good internal consistency. The values of the
average variance extracted (AVE) results all are greater than 0.5, which demonstrates that the average
ability of the measurement indicators to explain the underlying variables is good. Therefore, it can be
seen that the underlying variables have good construct reliability and validity. When a measurement
model has differentiated validity, the correlation coefficients between its underlying variables must be
smaller than the internal correlation coefficient of the underlying variables. This study utilized the
correlation matrix between the underlying variables to verify that such was the case. The results show
that the square root average of the average variance extracted estimate is higher than the correlation
coefficient between the underlying variables, which demonstrates that the differentiated validity is
good, as shown in Table 3, which depicts the average values of each variable, their standard variation,
the square root of the AVE, and the correlation coefficients between each variable. As can be seen in
Table 3, the square root of the AVE is greater than any other correlation coefficient in any row or column.

Table 3. Means, standard deviation, correlation coefficient, and discriminative validity

Average  Standard

Variable Value Deviation 2 3 4 5
1 Cognitive Conflict 3.16 1.02 0.68
2 Emotional Conflict 3.46 0.86 —0.32 ** 0.66
3 Innovation Ability 2.88 1.09 0.54 ** -0.10* 0.69
4 Strategic Sustainability 3.67 0.78 0.42 ** —0.230 **  (0.54 *** 0.70
5 Venture Performance 3.84 0.83 0.469 *** -0.154 0.343 ***  (0.503 ***  0.72

Note: * means p < 0.05, ** means p < 0.01, ** means p < 0.001. Bold data are square root, which explains the variance.
Data underneath the diagonal line are the correlation coefficient between the variables, all are two-tailed tests.
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4. Results

This study used the structural equation modeling (SEM) method to test the previously proposed
hypotheses. According to the SEM approach, the coefficient analysis results are as follows (seen in
Figure 2): (1) the entrepreneurial team cognitive characteristic of cognitive conflict has a significant
positive influence on venture performance (standardized regression weight = 0.496, p < 0.001), thereby
confirming hypothesis 1; (2) the entrepreneurial team cognitive characteristic of emotional conflict had
no significant influence on venture performance(standardized regression weight = —0.082, p > 0.1),
thereby eliminating hypothesis 2; (3) the entrepreneurial team behavioral characteristic of innovation
ability had a significant impact on venture performance (standardized regression weight = 0.343,
p < 0.001), thereby confirming hypothesis 3; (4) the entrepreneurial team behavioral characteristic
of strategic sustainability had a significant positive influence on venture performance(standardized
regression weight = 0.501, p < 0.001), thereby confirming hypothesis 4; (5) the entrepreneurial
team cognitive characteristic of cognitive conflict had a significant positive influence on innovation
ability(standardized regression weight = 0.562, p < 0.001), thereby confirming hypothesis 5; (6) the
entrepreneurial team cognitive characteristic of emotional conflict had a significant negative influence
on innovation ability (standardized regression weight = —0.101, p < 0.05), thereby confirming hypothesis
6; (7) the entrepreneurial team cognitive characteristic of cognitive conflict had a significant positive
influence on strategic sustainability (standardized regression weight = 0.421, p < 0.001), thereby
confirming hypothesis 7; and (8) the entrepreneurial team cognitive characteristic of emotional conflict
had a significant negative influence on strategic sustainability (standardized regression weight =
—0.233, p < 0.001), thereby confirming hypothesis 8.
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Note: * means p=<0.03, ** means p=0.01, *** means p=0.001.
Figure 2. Path graph and standardized parameter estimation.

In order to further test the intermediary effects of entrepreneurial team behavioral characteristics,
this study undertook an intermediary effect test according to Brown’s multifactor mediating model [44].
In accordance with Brown'’s view, the effects of the model were separated into direct effects, total
effects, total indirect effects, and individual indirect effects. Firstly, the entrepreneurial team cognitive
characteristic of emotional conflict had no significant effect on venture performance. Furthermore,
the entrepreneurial team cognitive characteristic of cognitive conflict significantly impacts innovation
ability. The path coefficients between the entrepreneurial team cognitive characteristic of cognitive
conflict, innovation ability, and venture performance were all significant, and in the case of innovation
ability, its individual indirect effect of 0.193 (0.562 X 0.343) was smaller than its direct effect of
0.496, which shows that there is a partial intermediary effect produced by innovation ability, thereby
partially confirming hypothesis 9. Finally, the entrepreneurial team cognitive characteristic of cognitive
conflict will significantly impact strategic sustainability. Moreover, the path coefficients between the
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entrepreneurial team cognitive characteristic of cognitive conflict, strategic sustainability, and venture
performance were all significant, and in the case of strategic sustainability, its individual indirect effect
of 0.211 (0.421 x 0.501) was smaller than its direct effect of 0.496, demonstrating the partial intermediary
effect produced by strategic sustainability, thereby partially confirming hypothesis 10.

5. Discussion

This study focuses on entrepreneurship and innovation within emerging economies and delves
into the relationship between the characteristics of entrepreneurial firms and venture performance
from the perspective of cognition and behavior. Furthermore, it explores the mechanism by which the
cognitive and behavioral characteristics of entrepreneurial team impact venture performance. The
research design of this study is based on two primary foundations: (1) regard for entrepreneurship
and innovation within emerging economies and (2) emphasis on the sustainable development of
entrepreneurial companies. As such, the study is in accordance with the views put forth by Taneja
and Chenault [38]. Applying the theoretical framework of “cognition-behavior-performance” to
the relationship between entrepreneurial team behavior and cognitive characteristics and venture
performance, this study proposes a theoretical framework wherein the behavioral characteristics of
entrepreneurial teams serve an intermediary role in the relationship between the entrepreneurial team
cognitive characteristics and venture performance. After this, the SEM approach was used to analyze
data from 101 entrepreneurial teams in the entrepreneur incubation parks of Xiamen and Quanzhou
in Fujian Province. The research results show that, in the context of entrepreneurial companies, the
cognitive characteristic of cognitive conflict has a significant positive influence on venture performance,
but the cognitive characteristic of emotional conflict has no influence on innovation ability. In addition,
in the context of entrepreneurial companies, the behavioral characteristics of innovation ability and
strategic sustainability both have a significant positive influence on venture performance. Furthermore,
in the context of entrepreneurial companies, the cognitive characteristic of cognitive conflict has a
significant positive influence on innovation ability, and the cognitive characteristic of emotional conflict
has a significant negative influence on innovation ability. Moreover, in the context of entrepreneurial
companies, the cognitive characteristic of cognitive conflict has a significant positive influence on
strategic sustainability, and the cognitive characteristic of emotional conflict has a significant negative
influence on strategic sustainability. Finally, in the context of entrepreneurial teams, the behavioral
characteristics of innovation ability and strategic sustainability both play an intermediary role in
the relationship between the cognitive characteristic of cognitive conflict and venture performance.
The theoretical and practical contributions of this study, as well as the limitations of this research, are
summarized below.

5.1. Theoretical Contributions

The relationship between entrepreneurial team characteristics and venture performance is an
important issue within the field of entrepreneurial management research. Past research has tended
to focus on the impact of entrepreneurial team heterogeneity on the development and competitive
advantage of entrepreneurial firms [27]. The section of this study that explored the impact of cognitive
and behavioral characteristics of entrepreneurial teams on venture performance confirmed this
previously held view. Moreover, in the context of an emerging economy such as China, the cognitive
conflict, innovation ability, and strategic sustainability of entrepreneurial teams all markedly increase
venture performance. At the same time, however, research results also discovered that, in the context
of entrepreneurial teams, the cognitive characteristic of emotional conflict has no obvious negative
influence on venture performance. This result is consistent with Chen’s view [16]. The relationship
between emotional conflict and venture performance must be researched further.

Moreover, the influence of the entrepreneurial team behavioral characteristics of innovation ability
and strategic sustainability on venture performance is further discussed. Current research has tended
to focus on the relationship between the innovation of entrepreneurial teams and venture performance.
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This study’s research also confirmed this close relationship in the context of entrepreneurial and
innovative activities within emerging economies and further verified the markedly positive impact
of innovation ability on venture performance. In addition, we focused on the positive influence
of strategic sustainability behavior on venture performance. This both reflected and confirmed the
theoretical value and meaning of long-term orientation in entrepreneurial management, a finding
consistent with the most recent research.

Finally, the notable intermediary role played by entrepreneurial team behavioral characteristics
in the relationship between entrepreneurial team cognitive characteristics and venture performance
also reflects the importance of the innovation ability and strategic sustainability of entrepreneurial
teams to the firm. Just as Taneja and Chenault expressed a focus on the sustainable development of
entrepreneurial firms, entrepreneurial teams that possess innovation ability and have a long-term
orientation are better able to lead the entrepreneurial firm to success [38]. Furthermore, the resulting
discovery of this intermediary effect produced by entrepreneurial team behavioral characteristics is a
theoretical extension and application of the “cognition-behavior-performance” theoretical framework
within the entrepreneurial management field.

5.2. Implications for Practice

In the management process of entrepreneurial companies, entrepreneurial teams play an important
role. Entrepreneurial teams that possess different cognitive structures notably increase the innovation
ability of the entrepreneurial company, and thereby make the company more adaptive in responding
to market and environmental changes, thereby increasing venture performance and leading to the
accumulation of competitive advantages. Inaddition to this, entrepreneurial teams that possess different
cognitive structures give the entrepreneurial company a more long-term orientation when setting
strategy, developing markets, and settling on a business model, thereby increasing the sustainable
development of the firm.

This research also revealed the role played by behavioral characteristics of entrepreneurial teams
in the development process of the entrepreneurial firm. This is especially the case in emerging
economies where, owing to the vagueness and uncertainty present in these business environments,
entrepreneurial teams must deal with external markets and adapt to them. Moreover, in the context
of emerging markets, where there are rapid changes in both the technological environment and the
imperfect institutional environment, entrepreneurial teams must combine innovation ability and
strategic sustainability in order to allow the entrepreneurial firm to better respond to the external
environment and achieve sustainable development.

5.3. Limitations and Future Research

This research has the following limitations. (1) This research only focused on the cognitive
and behavioral characteristics of entrepreneurial teams and does not take into consideration other
characteristics. (2) This research’s consideration of the impact of other factors on venture performance
is not comprehensive. (3) Although this research focuses on innovative and entrepreneurial activities
within emerging economies, the study lacks an in-depth look into the selection of its research subject
and a concrete definition of the circumstances of emerging economies. These all must be explored
further in future research.

6. Conclusions

This study explored the relationship between entrepreneurial team cognitive characteristics,
behavioral characteristics, and venture performance in the context of China, a representative emerging
economy, based on the theoretical framework of “cognition-behavior—performance”. It analyzed
the notable impact of entrepreneurial team cognitive and behavioral characteristics on venture
performance. In addition to this, this research also demonstrated the intermediary effect produced
by entrepreneurial team behavioral characteristics on the relationship between entrepreneurial team
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cognitive characteristics and venture performance. The theoretical contributions of this study are
as follows: (1) we examined the relationship between entrepreneurial team characteristics and
entrepreneurial performance in the context of emerging economies from the perspective of sustainability,
and extended the traditional theory of the relationship between those; (2) we revealed the partial
mediating effect of entrepreneurial team’s innovation ability and strategic sustainability on the
relationship between entrepreneurial team cognition and entrepreneurial performance. It showed the
impact of entrepreneurial team’s long-term strategy on entrepreneurial performance, and enriched
the current theory of the relationship between entrepreneurial team’s behavior and entrepreneurial
performance. The practical contribution of this article is to propose that the entrepreneurial team
should pay more attention to the long-term strategy making and ability cultivation, in order to enable
entrepreneurial enterprises to achieve sustainable development.
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Abstract: In recent years, community-based tourism has become a source of income within indigenous
and rural communities, either as a principal or complementary activity. However, the management
of the administrative and financial processes of this type of enterprise was unknown. In this sense,
this paper aims to analyze the state of these processes within the so-called Community-Based
Tourism Enterprises (CBTEs) in the provinces of Pichincha, Napo, and Imbabura (Ecuador). For this
purpose, a matrix was designed to collect information on the administrative and financial processes
that an enterprise should have, detailing all their elements with their respective assessment. Also,
an interview was administered to the 28 community leaders (one for each CBTE) to diagnose each
issue of business management. In this diagnosis, it was concluded that, despite having a certificate
from the Ministry of Tourism (MINTUR), the Community-Based Tourism Enterprises have not
implemented important administrative and financial processes such as a strategic plan, operational
plan, market study, cost analysis, process manual, market plan, initial situation, results status, final
status, or financial indicators. Therefore, in the long term, this leads to poor management of business
resources, which can result in the closure of these enterprises.

Keywords: administrative process; community-based tourism enterprises; financial process;
tourism enterprises

1. Introduction

Community-Based Tourism Enterprises (CBTEs) are an important reference point within Ecuador’s
tourism industry. However, it is not clear how these enterprises manage their administrative and
financial processes, or whether they have even implemented some of these processes. There is no
evidence of previous studies about this topic, but this does not mean that it is not important to know
how these enterprises carry out financial and administrative controls. Furthermore, it could be one of
the main determining factors as to whether the enterprises remain in the market.

The objective of this paper is to present the results of the diagnosis of the administrative
and financial processes in CBTEs in the Ecuadorian provinces of Pichincha, Imbabura, and Napo.
This research is exploratory in nature and consists of a compilation of 28 cases (CBTEs), which are
subject to a detailed diagnosis of their administrative and financial processes.

The concept of tourism has changed over time from being massive and careless; damaging
architectural, natural, and cultural resources, and leaving aside the interest of the communities [1].

Sustainability 2020, 12, 7123; doi:10.3390/su12177123 179 www.mdpi.com/journal/sustainability
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It has evolved to become an activity that seeks the sustainability of the host community, based on the
preservation of resources and maintaining a good quality of life for present and future generations.
This concept appeared in the 1980s when the World Commission on Environment and Development
defined it as “sustainable development that meets the needs of the present generation without
compromising the ability of future generations to meet their own needs” [2,3], focusing on the balanced
use of resources in order to reach long-term economic, social, and environmental development
of nations, with a responsible and collective commitment. As also stated by the World Tourism
Organization (WTO), sustainable tourism is defined as “tourism that takes full account of its current
and future economic, social and environmental impacts, addressing the needs of visitors, industry,
the environment and host communities” [4].

As aresult of a constitutional mandate adopted inside the National Development Plan 2017-2021 [5],
Ecuador is a part of this sustainable development process, with nine objectives framed in three
fundamental axes: Lifetime rights for everyone, economy at the service of society, and more society
better State. The purpose of this strategic plan is to improve the living conditions of citizens in a
permanent and sustainable manner, towards “Sumak Kawsay” [6] the well-being of Ecuadorians.
Article 14 of the Ecuadorian Constitution states: “The right of the population to live in a healthy and
ecologically balanced environment that guarantees sustainability and good living (Sumak kawsay) is
recognized”. In addition to environmental conservation, the protection of ecosystems, biodiversity
and the integrity of the country’s genetic heritage, the prevention of environmental damage, and the
recovery of degraded natural areas are declared to be of public interest [7].

In recent years, tourism has experienced significant growth, especially in 2017 with a 7% increase
in tourist arrivals. By 2019, tourist arrivals increased only 4%, which is equivalent to 1461 million
visitors worldwide, 15% of which are in the Americas [8]. In Ecuador, as well, tourism has become
an important economic activity that generates significant foreign exchange for the country. In 2018,
it contributed US$ 2392.1 million to the national economy, representing 2 percent of GDP [9]. According
to the World Travel and Tourism Council (WTTC), this represents a total contribution (direct, indirect,
and induced) of 5.5% to Ecuador’s total GDP [10], which places it in third place as a source of non-oil
revenue [11].

In this sustainable context, community tourism is clearly an important part, because it aims
for local development by community’s inclusion [12]. The Caribbean States Association defines
it as an alternative for rural communities to generate other incomes towards economies by using
cultural, natural, and local resources [13]; by poverty reduction, new job creation, and the equal
distribution of resources generated by this activity to all community members. Ecuador is a pioneer
country in this type of tourism, even more since it is a mega-diverse country in cultural, natural,
and social aspects [14]. It was the first country in the world to have a national union, such as the
Plurinational Federation of Community Tourism of Ecuador (known as the FEPTCE), which defines
community tourism as a relationship between the community and visitors in an intercultural perspective:
In organized trip development, consensual participation of its members, guaranteeing adequate natural
resources management, heritage appreciation, nationalities cultural and territorial rights, and equitable
distribution of the generated benefits [15].

In a review of the literature, we found an increasing number of papers on Community-Based
Tourism (CBT). To get an approximate idea of the interest of this subject among researchers,
Mtapuri et al. (2015) [16] reported 400 articles on CBT covered in 136 different journals since its
emergence in the 1980s. Many of these researches analyze real cases of Community-Based Tourism
Enterprises (CBTEs) located mainly in Africa (e.g., in Kenya [17-19], Botswana [20], Namibia [21],
Ethiopia [22,23], and South Africa [24,25]), in South America (e.g., in Nicaragua [26], Barbados [27],
Brazilian Amazon [28], and Colombia [29]), and in Asia (e.g., in Philippines [30]).

There is a general agreement in the existing literature regarding the potential contribution
of CBTs to poverty alleviation and sustainability of tourism industry and local communities
(e.g., [17,19,22,23,26,31-34]. Also, about one of the main challenges of CBTEs: A weak managerial
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capacity among communities to run these CBTEs [20-22,24,26,28,33]. However, there are also
successful cases such as the Community-based ecotourism in Menz Guassa in Ethiopia, where
“indigenous community leaders were capable of operating and managing community based ecotourism
businesses effectively and inspiring individuals from the local population to participate in the tourism
business” [23].

There are non-profit organizations that have established standards for the management of
sustainable destinations, such as “maximize the economic and social benefits of communities and
minimize impacts” [35]. Within these criteria, certain elements of the administrative process have been
considered such as organizational management of the destination, monitoring, planning, promotion,
and visitor satisfaction, among others [35]. However, all this has been developed in a general
perspective without specifying administrative and financial processes necessary for good enterprise
development and permanence.

There are some statements about the relevance of the administrative-financial process of CBTEs.
For example, in the Community Tourism Good Practices Manual of the Solidarity Tourism Network
of the Napo River Ribiera-REST [36] (p. 33), it is stated as an administrative criterion, that “the
Community Tourism initiative should maintain an efficient administration that allows to know the
status of its management and the characteristics of its visitors with a basic accounting of income and
expenditures”.

An administrative process cannot only be based on the company’s financial controls as Fayol
proposed in the 20th century. Nowadays, the use of four fundamental management principles has
been accepted: Planning, implementation, monitoring, and evaluation [37], whose fulfillment leads to
the achievement of business objectives. Within these fundamental principles of management, there are
some specific processes, which help to achieve these business purposes, leading to efficiently fulfill the
operational cycle of organizations. According to D’Alessio Ipinza [38], it is a model that accurately
represents how the company works, without considering that some areas are more important than
others, since all of them are significant for its correct functionality.

Until now, there are some proposals from CBTEs for a general management model. Despite the fact
that a few of these enterprises were developed by non-governmental organizations, they do not have a
full community adaptation process. As such, there was inadequate implementation follow-up to assess
long-term results. In consequence, many Community Tourism Centers become extinct (or inactive),
which shows how important is to have optimal organizational structure as the key to success [39] for
any type of undertaking.

In a former interview with the FEPTCE president, Galindo Parra (2017) stated that: “most CBTEs
started their activities spontaneously and supported by non-governmental organizations (NGOs)
with human, physical and economic resources, so they could carry out these community projects,
principally to promote cultural conservation and authenticity through the provision of community
tourism services”. However, the NGOs have not continuously monitored the development of these
undertakings, which, in many cases, leads to these centers’ mismanagement or even their extinction.

The paper is structured as follows. After this introduction, Section 1 describes the geographical
area (provinces of Pichincha, Napo, and Imbabura). On the other hand, Section 2 describes the research
methodology. Section 3 includes the results of the research which are discussed in Section 4. Finally,
Section 5 summarizes and concludes.

Description of the Geographic Area

Ecuador is a country located in the continent of South America, on the equatorial line, bound on
the north by Colombia, on the south and east by Peru, and on the west by the Pacific Ocean, with an
area of 283,520 km?. According to the last population census (2010), Ecuador has a population of
14,483.499 inhabitants, distributed among mestizos (71.9%), Afro-Ecuadorians (7.2%), indigenous (7%),
whites (6.1%), and montubios (7.4%) [40]. It has a varied climate due to the three geographical areas,
which divide the country: Highlands (Andes mountains), Coast (on the Pacific coast), Eastern (Amazon
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jungle), and the Insular region (Galapagos Islands) [41]. Depending on the area and its altitude, the
climates range from tropical to cold, with two defined seasons in all regions, such as wet and dry.
Furthermore, it has an extensive mountainous area defined by the Andes Mountains and a large fluvial
network crossing all over the territory.

Ecuador is a multi-ethnic and pluricultural country composed by 24 provinces, and 221 cantons;
two of which, Quito and Cuenca, have been recognized as Cultural Heritage of Humanity by UNESCO.
This recognition is also held by the Galapagos Islands, and Sangay National Park. Within the indigenous
population, 13 nationalities and 14 villages have been identified [42], with specific culture, tradition,
dialect, and economy, located between the three regions, further diversifying the appeal that Ecuador
can offer to the world.

Three provinces have been selected for this research: Pichincha, Napo, and Imbabura, because of
their proximity to the capital (Quito), where the Universidad Central del Ecuador mainly develops its
academic, scientific, and outreach activities. In addition, they are the provinces with a high number of
CBTEs established according to the database provided by the FEPTCE.

Pichincha is a province located in the highlands in the central north area of the country (Figure 1),
divided into eight cantons, each with its urban and rural parishes. It has an average altitude of
2816 meters above sea level, a varied climate depending on the altitude, and the city of Quito is its
capital [43]. It has great flora and fauna diversity and important natural and cultural beauties, making
it an attractive province to visit.

Imbabura, like Pichincha province, is located in the highlands in the central north area of the
country (Figure 1). The climate types are hot and dry in the Chota Valley passing through to a temperate
climate in the cantonal capitals to cold, high in the mountains of the Imbabura and Cotacachi hills,
to hot and humid in the Intag and Lita sector. Imbabura is divided into six cantons, Imabura being
its capital. It has two important reserves (Cayambe-Coca Ecological Reserve and Cotacachi-Cayapas
Ecological Reserve) with high biodiversity, represented by numerous plant and animal species and
genetic resources. The province also has abundant water and mineral resources [44].

%

Imbabura
Pichincha |
[ Napo

Figure 1. Location of Pichincha, Imbabura, and Napo (Ecuador). Source: Own elaboration.

Napo is located partly in the Ecuadorian Amazon region and partly in the Andean slopes, reaching
up to the Amazon plains (Figure 1). It is a place marked by high biological diversity, with five cantons,
and Tena is its capital. The climate varies according to the diversity of the geoforms present and most
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of the area is subject to a large annual excess of precipitation. It is a place to learn about the customs
and traditions of the Amazonian Quichua people who maintain their way of life [45].

Currently, tourism is considered an important sector inside the sustainable development of
territories and is a complicated growing global phenomenon, which provides benefits for both travelers
and destinations [46]. According to the research carried out by Cabanilla [14], the CBTEs are located
throughout the Ecuadorian zones, with 44.44% of them in the provinces of Imbabura, and Pichincha,
in the highlands, as well as Manabi, and Santa Elena. The parishes with the highest concentration of
these enterprises are in the province of Napo.

2. Materials and Methods

2.1. Data Collection Instrument

The data were obtained through a collection matrix where the majority of management elements
pertaining to administrative and financial processes were considered, such as planning, implementation,
monitoring, and evaluation. To do this, a bibliographic review was necessary based on 12 administrative
and financial texts [38,47-57]. Based on the information collected, the first model was elaborated
obtaining a unified structure of the administrative and financial processes as follows: Planning
(12 elements), Organization (12 elements), Direction (7 elements), and Control (13 elements). After that,
a validation was carried out with a tourism expert who helped to adapt it to the national reality with
the following changes: Organization (7 elements related to registrations within government entities or
federations and compliance with tax requirements were increased) and Direction (6 elements related
to the specification of the means of promotion were increased). Then, two more validations were
applied to the matrix, one with three administrative and financial experts where the matrix was divided
by processes, one by the administrative, and the other by the financial for a better diagnosis of the
proposed topics (see Figure 2), and the last with FEPTCEs former president, because he knew the
CBTEs reality in depth. This authority gave its approval for the use of the instrument. Furthermore,
the matrix design had to be simple in such a way that was understandable to those who provided the
information in the data collection.

2.2. Matrix Elements

The matrix (Figure 2) was divided into four sections: The first one provides the enterprises’
basic information, which allows us to understand the current CBTE situation, such as community
members participation, services offered, and informative data. The second and third sections detail
each administrative and financial element of the processes (47 and 9, respectively), each one being basic
for the management venture, such as: Strategic planning, marketing research, cost analysis, rules and
regulations, process manuals, publicity, client satisfaction and evaluation, financial statements, among
other aspects.

The last section contains the validation, which implies a score 1 if the CBTE implements the
management element, or 0 otherwise, and it is multiplied by 1 to 3 according to the development of the
component. This valuation scale was established because despite enterprises having certain processes
in place, these are only partially fulfilled, which is why it was necessary to put a rating ranging from
3 to 1 (Figure 3). Moreover, there is no obligation to present any process element evidence in the
data collection.

183



Sustainability 2020, 12, 7123

DIAGNOSIS OF ADMINISTRATIVE AND FINANCIAL PROCESSES IN COMMUNITY BASED ENTERPRISES
HAVE SCORE
ves [NoT
[PHILOSOPHY AND VALUES
N° CBE NAME [MISSION AND VISION
LOCATION [ OBUECTIVES, STRATEGIES AND POLICES
INSTITUTIONAL STRATEGIC DEVELOPVENT PLAN
VENTURE TYPE g [ANNUAL OPERATION PLAN
NUMBER OF PARTICIPATING FAMILIES IN THE CBE = [Srecic provecTs
NUMBER OF PEOPLE WORKING IN THE CBE ; INSTITUTIONAL SWORD
SERVICES OFFERED [MARKET RESEARCH
[COMPETITION STUDY
[COST ANALYSIS
PERSON RESPONSIBLE FOR THE CBE 4 || [TRANNG PLAY
PHONE H [REGISTRATION AS CTC AT THE MINTUR
WAL 2 [SUPER COMPANY REGISTRY
= | [OTHER REGISTRATION
[WEB PAGE G| [GENERALREGULATIONS
2| [esTauisreD ProcESSES
> | [PROCESSES MANUAL
2 [WARKETING PLAN
; [ STRATEGIC ALLIANCES
8| |3 |veveer FEDERATION, OTHERS
8| |2 [Ewrovee RecrumeNT PROCESS
] [DEFINED WORK POSTS
= o |COVPETENCES N THE WORKPLACE
z H
= |esmeLisHeD BUDGETS g [ESS LoV KPLUTON
= E [SUPPLIER ANALYSIS
- E [PROVIDER HIRING SYSTEM
w = [DECISION MAKING
G| 2 [ACcCOUNTING SYSTEM = IGTVATION PROGRAT
S = [COMMUNICATION SYSTEM
| & [RECORD OF INCOVE AND EXPENSES [FTER SALES RELATIONSHP
: E - [PERMANENT ADVERTISING
o : \9_ WEB PAGE
E = |FACTURATION SYSTEM @[ sociALNETWORKS
H STATE OF INITIAL SITUATION 4|8 [ ormersrenaT
z RADIO
o [STATEMENT OF INCOVE w v
£ [STATE OF FINAL SITUATION = TRIPTICS AND DIPTICS
g CHECKING BALANCE g [CONTROL OF ESTABLISHED PRICES
© o [PROMOTION CAMPAIGNS
FINANCIAL INDICES [ENPLOYEE PERFORMANGE EVALUATION
FOLLOW-UP AND EVALUATION OF THE PEDI
'S [FOLLOW-UP AND EVALUATION OF THE POA
E FOLLOW UP CUSTOMER SATISFACTION
'S [EQUIPMENT MAINTENANCE SYSTEM
| SYSTEM OF INFRASTRUCTURE MAINTENANCE
[QUALITY CONTROL

Figure 2. Diagnosis matrix for administrative and financial processes. Source: Own elaboration.

HAVE SCORE
WEIGHT Have x Score
YES NOT HIGH MEDIUM Low
1 0 3 2 1

Figure 3. Valuation scale of the matrix for administrative and financial processes. Source:
Own elaboration.

2.3. Optimal Valuation of Administrative and Financial Processes

The optimal valuation to be obtained is 168 points, distributed into 141 for the administrative
process and 27 for the financial process (see Table 1). These values are the result of adding the weight
obtained in each element (Figure 3).
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Table 1. Optimal values of the matrix for administrative and financial processes. Source: Own elaboration.

Optimum Values

Administrative Processes Financial Processes
Structural Phase Operational Phase
Planning  Implementation Monitoring  Evaluation Planning  Implementation Control
33 48 39 21 3 9 15
81 60
141 2z
168
2.4. Sample

The specific framework of the research was composed by all active CBTEs in the provinces
of Pichincha, Ibambura, and Napo. For that reason, an FEPTCE database was required, which
provided information about the different tourism enterprises, and the Tourism Ministry’s legal registry.
With that information, an on-site visit was necessary to classify each of them to determine which one
accomplished Community-Based Enterprise status, based on the Tourism Ministry’s classification of
enterprises within Plandetour 2020 [58]. Finally, the sample has been composed by 28 CBTEs for the
present diagnosis: Four in Pichincha, one in Imbabura, and 23 in Napo (Table 2).

Table 2. Identified Community-Based Tourism Enterprises (CBTEs) from databases. Source:
Own elaboration.

Province FEPTCE Database Mintur 2018 Legal Registry  Active CBTEs for the Research

Pichincha 25 0 4
Imbabura 37 0 1
Napo 30 8 23
TOTAL 922 8 28

2.5. Data Collection and Analysis

The data used in the paper were obtained through an in-depth interview conducted with the
leaders of 28 communities according to the design sample, which helped to fill the diagnosis matrix.
An in situ visit was performed by three thesis undergraduate students from the Tourism Degree at
the Central University of Ecuador [59-61] under the supervision of the first author of this manuscript.
Each interview had a minimum duration of one hour, which helped to clarify each matrix aspect and
understand each community’s reality. The information granted by the community leaders could not be
verified by evidences because we were not an official governmental entity. However, the reliability of
the answers was reached through control questions in which the interviewer was able to verify the
veracity of the answers given by the community leaders.

The tabulation and statistical analysis of the data was done using the SPSS V. 24 statistical software.
Different statistical techniques were used. First of all, a descriptive analysis was performed in order to
compare the final values of each venture with the optimal value, and so as to understand the financial
and administrative reality of the CBTE. Then, Kendall’s Concordance Coefficient and Mann-Whitney
U test was applied to see the differences between administrative and financial processes of the CBTEs.

3. Results

3.1. Performance of Administrative and Financial Processes by Province

Figure 4 shows the status of the administrative and financial processes with respect to the optimal
values. The three provinces have yet to improve and in many cases establish administrative and
financial elements that will help them to manage their enterprises properly.

185



Sustainability 2020, 12, 7123

180.00
160.00
140.00
120.00
100.00

80.00

60.00
40.00 58.43

20.00
19.7 24.00 27.00
0.00 | 19.75 12.39 |

PICHINCHA NAPO IMBABURA OPTIMAL VALUES

mmmmm FINANCIAL PROCESS ADMINISTRATIVE PROCESS =@ SUM

Figure 4. Assessment of administrative and financial processes by province. Source: Own elaboration.

Figure 5 show the behavior of its sub-processes in the administrative and financial processes of
the three provinces studied.

a) Financial Process b) Administrative Process
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3.00 3.00 3.00 3.00 3.00 3.00 3.00
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Figure 5. Assessment of each element of administrative and financial processes. Source: Own elaboration.
3.2. Performance of Administrative and Financial Processes by CBTE

Table 3 shows the values obtained in the diagnosis of each element of the administrative and
financial processes in the provinces of Pichincha and Napo. The province of Imbabura was left out,
because the three communities that carry out the community tourism activity are managed by a
tour operator.

Table 3. Assessment of each element of administrative process by CBTE. Source: Own elaboration.

Administrative Process Frequency

Pichinchan =4 Napo n =23

Planning Elements
None Low Medium High None Low Medium High

Philosophy and values 1 1 2 5 11 7
Mission and vision 2 2 4 1 11 7
Objectives, strategies and policies 1 3 3 2 11 7
Strategic plan 2 2 10 3 9 1
Operational plan 1 2 1 10 3 9 1
Specific projects 3 1 3 1 13 6
Institutional swot 1 2 1 8 8 7
Market survey 2 1 1 17 5 1
Competitive landscape 1 2 1 13 9 1
Costing analysis 1 2 1 15 7 1
Training scheme 1 1 2 3 19 1
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Table 3. Cont.

Administrative Process Frequency

Pichinchan =4 Napo n =23
Implementation Elements
None Low Medium High None Low Medium High
MINTUR certificate 3 1 16 7
Register of companies’ superintendence 4 18 3 2
Registration other 3 1 10 12 1
General regulations 2 2 3 5 15
Established procedures 2 2 17 2 4
Process manual 2 2 16 2 5
Marketing plan 1 1 2 15 7 1
Strategic alliances 2 2 10 13
Member organization, federation, others 1 1 2 5 8 10
Recruitment process employees 3 1 23
Defined jobs 2 2 23
Job skills 1 2 1 23
TESS affiliation employees 2 1 1 22 1
Employee coordination 3 1 13 9 1
Supplier analysis 3 1 20 2 1
Supplier qualification system 2 1 1 20 2 1
Pichinchan =4 Napon =23

Monitoring Elements
None Low Medium High None Low Medium High

Decision making 2 2 2 9 12
Motivational programme 1 2 1 8 13 2
Communication system 2 2 3 18 2
Post-sale relationship 2 2 16 5 2
Permanent advertising 2 2 7 14 2
Web page 2 2 15 5 3
Social networks 2 2 10 6 7
Operating agreements 2 1 1 15 4 4
Radio 4 9 10 4
Television 4 8 12 3
Leaflets, diptychs 4 9 10 4
Price control 2 1 1 7 14 2
Promotion campaigns 1 1 2 5 1 13 4
Pichinchan =4 Napon =23

Evaluation Elements - - - -
None Low Medium High None Low Medium High

Performance evaluation of employees 1 1 1 1 5 8 10
Monitoring and evaluation of strategic plan 2 1 1 5 10 3 5
Monitoring and evaluation of operational plan 3 1 11 5 3 4
Customer satisfaction survey 1 1 1 9 12 2
Equipment maintenance system 1 2 4 10 9
Infrastructure maintenance system 1 1 2 2 1 9 11
Quality assurance 2 1 1 3 19 1

With respect to the financial processes, as seen in Table 4, the elements corresponding to planning
and implementation are mostly implemented, although not 100%. However, the control elements that
are indispensable are not considered by the companies, so it is clear that there is no adequate financial
control within the CBTEs, which is fundamental within any type of business.

By considering the previous results and when applying the statistical test of Kendall (Tables 5
and 6), according to the significance obtained, both in the provinces of Pichincha and Napo, there are
no differences between the administrative and financial processes among the CBTEs, so a change in
these processes should be considered to help improve these enterprises.
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Table 4. Assessment of each element of financial process by CBTE. Source: Own elaboration.

Financial Process Frequency

Pichinchan =4 Napo n =23

Planning Elements
None Low Medium High None Low Medium High

Established Budgets 1 1 2 6 14 3
Pichinchan =4 Napon =23

Implementation Elements
None Low Medium High None Low Medium High

Recording of income and expenditure 1 1 2 2 1 16 4

Invoicing system 1 1 2 2 16 5

Tax registration 1 1 2 18 5
Pichinchan =4 Napo n =23

Control Elements N N N "
None Low Medium High None Low Medium High

Initial situation 1 1 2 11 5 5 2
Status of results 1 1 2 11 5 5 2
End state 1 1 2 11 5 5 2
Trial balance 1 1 2 11 5 5 2
Financial Indexes 1 1 2 11 5 5 2

Table 5. Administrative process Kendall’s W statistical test. Source: Own elaboration.

Administrative Elements  Pichincha Provincen =4 Napo Province n = 23

Planning 0.184 0.379
Implementation 0.573 0.529
Monitoring 0.596 0.324
Evaluation 0.235 0.330
Administrative Process 0.458 0.431

Table 6. Financial process Kendall’s W statistical test. Source: Own elaboration.

Financial Elements Pichincha Provincen =4 Napo Province n = 23

Planning none none

Implementation 0.130
Control 0.25

Financial Process 0.25 0.567

According to the significance obtained in the Mann-Whitney statistical U test (Tables 7 and 8),
there are no differences between the provinces of Napo and Pichincha, which reaffirms the information
shown above, that the administrative and financial processes within the Community-Based Tourism
Enterprises should be improved in some cases, and applied in others.

Table 7. Administrative process statistical test. Source: Own elaboration.

Administrative Elements U of Mann-Whitney ®  Sig. Asymptotic (Bilateral)

Planning 44.000 0.884
Implementation 20.000 0.038
Monitoring 43.500 0.852
Evaluation 45.000 0.942
Administrative Process 41.000 0.712

2 Pooling variable: PROVINCE (Pichincha and Napo).
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Table 8. Financial process statistical test. Source: Own elaboration.

Financial Elements U of Mann-Whitney ?  Sig. Asymptotic (Bilateral)

Planning 33.000 0.323
Implementation 40.000 0.632
Control 21.500 0.051
Financial Process 34.000 0.352

@ Pooling variable: PROVINCE (Pichincha and Napo).

3.3. Community-Based Tourism Enterprises of Pichincha and Napo Provinces

Finally, Figure 6 shows the results obtained by the 28 CBTEs analyzed in this research.

OPTIMAL VALUES
Runa Tupari

San Francisco
Nueva Esperanza
Yanayaku
Tiyuyaku

Tamia Yura
Sacha Waysa
Runa Huasi
Pacto-Sumaco
Oyacachi

Rio Blanco
Nusawa
Machacuyacu
Laguna Azul (Alukus)

Chichico Amarun

Amupakin

Ayllu Warina
Unién Muyuna
Sinchi Pura
Sinchi-Warmi
Shiripuno
Santa Rita
Shandia
Amarun Pakcha
Chimba
Cariacu
Paquiestancia 27

Yunguilla 27

0 20 40 () 80 100 120 140 160 180

m ADMINISTRATIVE PROCESS FINANCIAL PROCESS

Figure 6. Evaluation of administrative and financial processes of each CBTE. Source: Own elaboration.

4. Discussion

4.1. Performance of Administrative and Financial Processes by Province

According to the collected data, it was verified that not all tourism enterprises accomplish the
Community-Based Tourism Enterprise status, and that is why a sampling of 28 enterprises for this
diagnosis was used, as previously stated. Once the interviewers obtained the necessary information to
fill each CBTE’s matrix through the community leader’s information, the data were analyzed, and the
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results of each province were compared with the optimum values to determine the real administrative
and financial behavior inside the CBTEs.

In Imbabura’s case, the CBTE selected for the diagnosis is a tourism operator named Runa Tupary
founded in 2000 with FEPTCE active members and Imbabura’s community leaders. This tourism
operator organizes tourism activities inside four communities and distributes a small portion of the
gains between them. Imbabura is the province which is closest to the optimum values, especially inside
the financial process (Figure 5), but it is because this particular venture has a more corporate than
communitarian structure, creating a lack of knowledge about the management of economic resources
and questioning the efficiency of tourism regulatory bodies. The model used by Runa Tupary is an
applicable model, as long as each CBTE manages its own accounting system, a situation that currently
does not hold. There are feasible management models such as the creation of a community-based
tourism operator, which is responsible for the administrative and financial management of the related
enterprises, but these should be applied according to the needs of each community and especially
considering the number of families which are part of it.

In the province of Pichincha, four CBTEs were identified: Asociacién Camino El Céndor Cariacu,
Asociacion Para el Desarrollo de las Comunidades- La Chimba, Camino al Céondor Paquiestancia,
and Corporacién Micro-empresaria Yunguilla. The results in these four CBTEs showed that the
financial and administrative models are not adequate for theirs needs, and in some cases even because
they do not have any model to manage their enterprises. Moreover, as verified, tourism is considered a
complementary activity inside their internal economies, so that it is why only a small portion of the
budget is invested in tourism services improvement. In addition to this, according to one community
leader Vinicio Kilo (2018), CBTEs do not work because there is low interest among the communities’
members and a growth in movement of young people to other provinces.

Napo province is considered one of the provinces where the CBTEs are most established in
Ecuador [62]. After the census, 23 centers were selected for the present diagnosis, from which eight
have the Tourism Ministry certification as Community-Based Tourism Enterprises. Despite this,
Napo becomes the province with the lowest values compared to the optimum values because, as
observed, neither the communities nor the Ministry give enough importance to the administrative and
financial processes in the enterprise’s constitution. Moreover, there is no training on these topics and
that is why some enterprises are in a critical economic situation despite the fact that tourism is the only
economic activity inside some communities.

4.2. Performance of Administrative and Financial Processes by CBTE

As formerly stated, the results were obtained by the diagnosis of 28 CBTEs, one in Imabura, four in
Pichincha, and 23 in Napo. This section will not discuss the case of Imbabura province, because the
situation of these enterprises was already clarified in the previous section.

The results obtained in the matrix show that, within the administrative processes (Table 3),
the companies do not consider as a priority nor count on: strategic and operative plans, market surveys,
competition landscape. Nor do they implement the guidelines governing the procedures of every
enterprise, such as mission, vision, values, policies, etc. Other unnoticed elements are cost analysis
and ongoing employee training, which are important elements in a successful business.

Within the implementation elements, it is observed that most of the processes are not developed
within the companies, such as implemented procedures, process manual, marketing plan, employee
recruitment process, defined jobs, job skills, employee IESS affiliation, employee coordination, supplier
analysis, supplier qualification systems. All these processes are important elements, which help the
organization towards good performance.

On the other hand, apart from the elements of monitoring and evaluation, which are mostly
being implemented within these companies, there are others that are important such as the post-sale
relationship and the use of new technologies such as social networks for promotion, which are not
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being developed. This, in a certain way, leads these companies neither to be known nationally and
internationally nor to build a long-term relationship with current customers.

Tables 9 and 10 show the similarities and differences between the administrative and financial

diagnosis of CBTEs.

Table 9. Similarities and differences of the administrative processes of the 28 CBTEs studied.

Similarities

Differences

In 99% of the diagnosed communities, tourism is a
secondary activity within the economic development
of communities.

7% of CBTEs have skills and abilities like speaking
foreign languages.

In 27 communities, community members oversee the
organization, planning, direction, and control of the
tourism enterprise.

1% of CBTEs have diversified tourist products and
services available to tourists.

In all cases, the decisions of the venture are taken in a
general assembly by all community members.

8% of communities delegate business management
to professionals who know the subject. And another
8% are supporting their inhabitants to become

professional in administrative and tourism issues.

30% of CBTEs are registered in the Ministry of
Tourism. The others argue that the complicated
paperwork and requirements complicate
registration with this government body.

In 99% of cases, there is no continuous training in
administrative issues.

Almost 80% of CBTEs have a continuous change of
the person in charge of the administration of the
venture, causing a break in the continuity of its
management.

In the province of Napo, five of the 23 CBTEs are
entirely managed by women of the community.

Table 10. Similarities and differences of the financial processes of the 28 CBTEs studied.

Similarities Differences

Less than 8% of ventures have the financial processes
fully in place. It is important to emphasize that this is
because the management of the venture is in the
hands of people outside the community who have the
knowledge and training in these issues.

90% of ventures have a basic financial system
(mainly income and expense recording).

5. Conclusions

This document contributes to create interest and knowledge about the management of
administrative and financial processes of Community-Based Tourism Enterprises, since currently there
is no work on this topic. Many researches are focused on studying and analyzing environmental
impacts, community participation, anthropological issues, or economic and social impacts of tourism
enterprises within communities, but there is no clear interest in knowing how these enterprises are
managed and if they do it properly, leaving a gap in knowledge, since business success depends on the
adequate management of financial and administrative processes.

Another contribution of this research is to publish the administrative and financial development
of the CBTEs with the intention of generating awareness about the importance of implementing these
processes in community enterprises. In addition, this paper can help to generate interest in the academy
to continue carrying out research of this type, mainly in the community area, which has been left aside.

The methodology used in this research can be used in all types of tourist and/or commercial
enterprises of small and medium size. This is because the diagnostic matrix has all the basic
administrative and financial elements that every business needs to function correctly. The main
limitations exhibited by this type of research is to make contact with the leaders of the community
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centers and to gain the trust of these leaders in order to obtain as sincere as possible answers when
gathering the information included in the diagnostic matrix.

Currently, Community-Based Tourism Enterprises do not have a technical document that allows
them to adequately implement the administrative and financial processes in their enterprises, and this is
one of the factors that causes some to disappear and others to be in critical condition. In research about
China, the results confirm that the financial performance of tourism enterprises can serve as a leading
indicator in order to understand the overall business development [63]. It must also be considered
that management of tourism operators requires different plans of action because of the peculiarities
between these enterprises, especially since problems often arise in the strategic and operational
planning processes [64]. The administrative and financial management inside CBTEs should be much
more case specific, since there are other important elements to be considered, such as culture and the
socio-economic structure of communities, so that this kind of analysis helps to understand how these
enterprises manage these processes.

It was identified that a certification granted by the Ministry of Tourism does not guarantee
the optimal functioning of these enterprises, because the administrative and financial issues are not
considered within the certification requirements.

It is important to mention that currently community-based tourism represents the secondary
source of income within the communities as can also be seen in the research carried out by Manyara
and Jones [17], Lapeyre [21], and Vargas [31]. Therefore, this activity itself could not maintain the
economies of the families because it represents a low economic income, which can be seen in other
studies such as the case of Nicaragua carried out by Zapata et al. [26]. This is why community members
are mainly engaged in agricultural and livestock activities.

The participation of government entities is important, especially the Ministry of Tourism with
permanent training in administrative and financial issues. In this way, the CBTE can have better
organization, planning, and implementation in the use of its resources.

It was clear that CBTEs have not designed, and much less implemented, the administrative and
financial processes that help them to have proper management of the enterprises, but it could be
evidenced that they have considered trainings, academic studies, and the learning of new technologies
to improve their quality and to be competitive.

With these results, it is necessary to design a standard administrative and financial model for
CBTEs that is easy and simple to use, which considers the main elements of these processes and
guarantees good business management. This can be seen in the studies carried out by Salazar et al. [65]
and Garcia et al. [66] on the importance of implementing administrative and financial processes within
the management and administration of business resources.

Author Contributions: Conceptualization, B.C.J.-M.; data curation, B.C.J.-M., LP.S-C., D.G.T-T,, and J.C.N.;
formal analysis, B.C.].-M.; investigation, B.C.].-M.; methodology, B.C.J.-M.; supervision, E.A.C.-V., M.JM.T,,
and S.C.R.; Writing—original draft, B.C.J.-M.; Writing—review and editing, B.C.].-M., E.A.C.-V,, MJ.M.T,, and S.C.R.
All authors have read and agreed to the published version of the manuscript.

Funding: This research has been funded by the Spanish Ministry of Economy and Competitiveness, grant number
DER2016-76053R.

Acknowledgments: We are very grateful for the valuable comments and suggestions offered by two
anonymous referees.

Conflicts of Interest: The authors declare no conflict of interest.

References

1.  Stange, J.; Brown, D.; Hilbruner, R.; Hawkins, D.E. Tourism Destination Management: Achieving Sustainable
and Competitive Results; International Institute for Tourism Studies, The George Washington University:
Washington, DC, USA, 2010.

2. United World Nation. Transforming Our World: The 2030 Agenda for Sustainable Development; United Nations:
New York, NY, USA, 2015.

192



Sustainability 2020, 12, 7123

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Organizacion de las Naciones Unidas. Asamblea General de las Naciones Unidas—Desarrollo Sostenible.
Organizacion de las Naciones Unidas. 2012. Available online: http://www.un.org/es/ga/president/65/issues/s
ustdev.shtml (accessed on 3 March 2018).

United Nations Environment Programme; United Nation World Tourism Organization. Making Tourism More
Sustainable. A Guide for Policy Makers; World Tourism Organization Publications: Madrid, Spain, 2005.
Secretaria Nacional de Planificacion y Desarrollo. Plan Nacional de Desarrollo 2017-2021 “Toda una Vida’;
Secretaria Nacional de Planificacién y Desarrollo: Quito, Ecuador, 2017.

Lalander, R.; Cuestas-Caza, ]. Sumak Kawsay y Buen-Vivir en Ecuador. In Conocimientos Ancestrales y Procesos
de Desarrollo. Nacionalidades Indigenas del Ecuador, Chapter 1; Ana, D., Delgado, V., Eds.; Observatorio de
Conlflictos Socio-Ambientales/OBSA, Universidad Técnica Particular de Loja: Loja, Ecuador, 2017; pp. 30-64.
Asamblea Nacional Constituyente. Constitucion de la Repiiblica del Ecuador; Asamblea Nacional Constituyente:
Quito, Ecuador, 2008.

World Tourisms Organization. Global and Regional Tourism Performance. 2020. Available online:
https://www.unwto.org/global-and-regional-tourism-performance (accessed on 17 April 2020).

Ministerio de Turismo del Ecuador. Turismo en Cifras—Portal Servicios MINTUR. 2019. Available online:
https://servicios.turismo.gob.ec/index.php/turismo-cifras (accessed on 6 May 2019).

World Travel and Tourism Council. Economic Impact 2018 Ecuador; World Travel and Tourism Council:
London, UK, 2018.

Turner, R.; Freiermuth, E. Travel and Tourism, Economic Impact 2017 Ecuador; World Travel & Tourism Council:
London, UK, 2017.

Flores, Y.; Borborema, F.; Ricardo, A. Turismo Rural Comunitario. Gestion familiar y estrategias de
consolidacion en el Estado de Santa Catarina (Brasil). Estudios y Perspectivas en Turismo 2016, 25, 576-596.
Asociacion de Estados del Caribe (ACS-AEC). El Turismo Comunitario. 2012. Available online: http:
//www.acs-aec.org/index.php?q=es/sustainable-tourism/el-turismo-comunitario (accessed on 21 March 2018).
Cabanilla, E. Configuracién Socio-Espacial del Turismo Comunitario. Caso Reptblica del Ecuador. Ph.D.
Thesis, Universidad Nacional del Sur, Bahia Blanca, Argentina, 2016.

Federacion Plurinacional de Turismo Comunitario del Ecuador. Manual de Calidad Para la Gestion del Turismo
Comunitario del Ecuador; Federacion Plurinacional de Turismo Comunitario del Ecuador: Quito, Ecuador, 2007.
Mtapuri, O.; Giampiccoli, A.; Spershott, C. Community-based tourism research in academic journals:
A numerical analysis. Afr. J. Phys. Health Educ. Recreat. Danc. 2015, 21, 688-705.

Manyara, G.; Jones, E. Community-based tourism enterprises development in Kenya: An exploration of
their potential as avenues of poverty reduction. J. Sustain. Tour. 2007, 15, 628-644. [CrossRef]

Steinicke, E.; Neuburger, M. The Impact of Community-based Afro-alpine Tourism on Regional Development:
A Case Study in the Mt Kenya Region. Mt. Res. Dev. 2012, 32, 420-430. [CrossRef]

Juma, L.O.; Khademi-Vidra, A. Community-Based Tourism and Sustainable Development of Rural Regions
in Kenya; Perceptions of the Citizenry. Sustainability 2019, 11, 4733. [CrossRef]

Stone, L.S.; Stone, T.M. Community-based tourism enterprises: Challenges and prospects for community
participation; Khama Rhino Sanctuary Trust, Botswana. J. Sustain. Tour. 2010, 19, 97-114. [CrossRef]
Lapeyre, R. Community-based tourism as a sustainable solution to maximise impacts locally? The Tsiseb
Conservancy case, Namibia. Dev. S. Afr. 2010, 27, 757-772. [CrossRef]

Tamir, M. Challenges and Opportunities of Community based Tourism Development in Awi Zone: A Case
Study in Guagusa and Banja Woredas, Ethiopia. J. Tour. Hosp. Sports 2015, 11, 50-78.

Teshome, E.; Shita, F.; Abebe, F. Current Community Based Ecotourism Practices in Menz Guassa Community
Conservation Area, Ethiopia. Available online: https://link.springer.com/article/10.1007/s10708-020-10179-3
#citeas (accessed on 16 March 2020).

Boonzaaier, C.C. Towards a Community-Based Integrated Institutional Framework for Ecotourism
Management: The Case of the Masebe Nature Reserve, Limpopo Province of South Africa. J. Anthropol. 2012,
2012, 530643. [CrossRef]

Spenceley, A.; Rylance, A.; Nanabhay, S.; van der Watt, H. Operational Guidelines for Community-Based Tourism
in South Africa; Department of Tourism: Pretoria, South Africa, 2016.

Zapata, M.].; Hall, CM.; Lindo, P.; Vanderschaeghe, M. Can community-based tourism contribute to
development and poverty alleviation? Lessons from Nicaragua. Curr. Issues Tour. 2011, 14, 725-749.
[CrossRef]

193



Sustainability 2020, 12, 7123

27.

28.

29.

30.

31.

32.
33.

34.

35.

36.

37.
38.

39.

40.

41.

42,

43.

44.

45.

46.

47.

48.
49.

50.
51.
52.

53.
54.
55.

Jones, B.O. Community-Based Tourism: An Exploratory Study of Barbado. Ph.D. Thesis, Walden University,
Minneapolis, MN, USA, June 2016.

Brittar Rodrigues, C.; Prideaux, B. A management model to assist local communities developing community
based tourism ventures: A case study from the Brazilian Amazon. J. Ecotour. 2018, 17, 1-19. [CrossRef]
Yanes, A.; Zielinski, S.; Diaz Cano, M.; Kim, S. Community-Based Tourism in Developing Countries:
A Framework for Policy Evaluation. Sustainability 2019, 11, 2506. [CrossRef]

Okazaki, E. A Community-Based Tourism Model: Its Conception and Use. J. Sustain. Tour. 2008, 16, 511-529.
[CrossRef]

Vargas, C.M. Community development and microenterprises: Fostering sustainable development. Sustain.
Dev. 2000, 8, 11-26. [CrossRef]

Blackstock, K. A critical look at community based tourism. Community Dev. |. 2005, 40, 39-49. [CrossRef]
Dodds, R.; Ali, A.; Galaski, K. Mobilizing knowledge: Determining key elements for success and pitfalls in
developing community-based tourism. Curr. Issues Tour. 2016, 21, 1547-1568. [CrossRef]

Mtapuri, O.; Giampiccoli, A. Towards a comprehensive model of community-based tourism development.
S. Afr. Geogr. ]. 2016, 98, 154-168. [CrossRef]

Global Sustainable Tourism Council. Global Sustainable Tourism Criteria FOR Hotels and Tour Operators
Suggested Performance Indicators; Global Sustainable Tourism Council: Washington, DC, USA, 2013.

Ubidia, D.; Aguas, W. Manual de Buenas Pricticas de Turismo Comunitario; Red Solidaria de Turismo de la
Ribera del Rio Napo—"“REST”: Quito, Ecuador, 2011.

Robbins, S.; Coulter, M. Administracion; Pearson: Mexico City, Mexico, 2014.

D’Alessio, F. Administracion de las Operaciones Productivas. Conceptos, Casos y Ejercicios Razonados; Pearson:
Lima, Peru, 2017.

Gajdosik, T.; Gajdosikova, Z.; Marakova, V.; Flagestad, A. Destination structure revisited in view of the
community and corporate model. Tour. Manag. Perspect. 2017, 24, 54-63. [CrossRef]

Villacis, B.; Carrillo, D. Pais Atrevido: La Nueva Cara Sociodemogrdfica del Ecuador; Instituto Nacional de
Estadistica y Censos (INEC): Quito, Ecuador, 2012.

Ministerio de Turismo del Ecuador. Ecuador Megadiverso y Unico en el Centro del Mundo. 2014. Available
online: https://www.turismo.gob.ec/ecuador-megadiverso-y-unico-en-el-centro-del-mundo/ (accessed on
24 September 2018).

Chisaguano, S. La Poblacion Indigena del Ecuador; Instituto Nacional de Estadistica y Censos (INEC): Quito,
Ecuador, 2006.

Prefectura de Pichincha. Informacion General LELL. 2017. Available online: http://www.pichincha.gob.ec/p
ichincha/datos-de-la-provincia/95-informacion-general (accessed on 16 October 2018).

Prefectura de Imbabura. Prefectura de Imbabura—Datos Generales. 2018. Available online: http://www.im
babura.gob.ec/index.php/imbabura/datos-generales (accessed on 16 March 2020).

Gobierno Auténomo Descentralizado Provincia de Napo. Gobierno Auténomo Descentralizado Provincia
de Napo- Historia. 2019. Available online: https://www.napo.gob.ec/website/index.php/2014-10-20-20-31-1
8/historia-de-la-provincia (accessed on 16 March 2020).

Bosak, K.; McCool, S. The Way Forward. In Reframing Sustainable Tourism. Environmental Challenges and
Solutions; McCool, S., Bosak, K., Eds.; Springer: Dordrecht, The Netherlands, 2016; pp. 243-250.

Moyano Fuentes, J.; Bruque Camara, S.; Maqueira Marin, ].M.; Fidalgo Bautista, F.A.; Martinez Jurado, PJ.
Administracion de Empresas. Un Enfoque Teorico y Prictico, 1st ed.; Pearson: Madrid, Spain, 2011.

Lamb, C.W.; Hair, ].E].; McDaniel, C. Marketing, 11th ed.; Cengage Learning: Mexico City, Mexico, 2011.
Mullins, ].W.; Walker, O.C., Jr.; Boyd, H.W.; Larréché, ].-C. Administracion de Marketing, 5th ed.; McGraw-Hill
Interamericana: Mexico City, Mexico, 2007.

Sanchez Delgado, M. Administracion 1, 1st ed.; Grupo Editorial Patria: Mexico City, Mexico, 2014.

Gitman, L.J.; Zutter, C.J. Principios de Administracion Financiera, 12th ed.; Pearson: Mexico City, Mexico, 2012.
Krajewski, L.J.; Ritzman, L.P.; Malhotra, M.K. Administracién de Operaciones. Procesos y Cadena de Suministro,
10th ed.; Pearson: Mexico City, Mexico, 2013.

Luna Gonzalez, A.C. Administracion Estratégica, 1st ed.; Grupo Editorial Patria: Mexico City, Mexico, 2014.
Hernéandez Ortiz, M.]. Administracion de Empresas, 1st ed.; Ediciones Piramide: Madrid, Spain, 2012.
Dagoberto Ocampo, E. Administracion Financiera, 2nd ed.; Nueva Legislacion: Bogotd, Colombia, 2009.

194



Sustainability 2020, 12, 7123

56.

57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

Fuentes Fuentes, M.M.; Cordon, E. Fundamentos de Direccion y Administracion de Empresas, 2nd ed.; Ediciones
Piramide: Madrid, Spain, 2012.

Gutiérrez, O. Fundamentos de Administracién de Empresas, 1st ed.; Ediciones Piramide: Madrid, Spain, 2013.
Ministerio de Turismo del Ecuador. PLANDETUR 2020; Ministerio de Turismo del Ecuador: Quito,
Ecuador, 2007.

Sanchez Cueva, L.P. Diagnostico Administrativo y Financiero de los Centros de Turismo Comunitario
(CTCs) de la Provincia de Pichincha, Ecuador. Bachelor’s Thesis, Universidad Central del Ecuador, Quito,
Ecuador, 2018.

Tinizaray Tituafa, D.G. Diagnéstico Administrativo y Financiero de los Centros de Turismo Comunitario
(CTCs) de la Provincia de Napo, Ecuador. Bachelor’s Thesis, Universidad Central del Ecuador, Quito,
Ecuador, 2018.

Narvaez Idrovo, ].C. Diagnéstico Administrativo y Financiero de los Centros de Turismo Comunitario
(CTCs) de la Provincia de Imbabura, Ecuador. Bachelor’s Thesis, Universidad Central del Ecuador, Quito,
Ecuador, 2019.

Cabanilla, E.; Chontasi, D. Analisis cualitativo del turismo comunitario en el Ecuador. In Memorias Cientificas
del Décimo Primer Congreso Internacional: El Proceso de Desarrollo Turistico en el Ecuador y America Latina, Avances
Y Retos; Escuela Politécnica del Chimborazo (ESPOCH): Riobamba Canton, Ecuador, 2007; pp. 149-163.
Chen, M. Interactions between business conditions and financial performance of tourism firms: Evidence
from China and Taiwan. Tour. Manag. 2007, 28, 188-203. [CrossRef]

Wober, K.W. Information supply in tourism management by marketing decision support systems. Tour. Manag.
2003, 24, 241-255. [CrossRef]

Salazar, D.; Diaz, P; Benalcdzar, L.; Acufia, J. Gestion administrativa en establecimientos de alimentos y
bebidas ubicados en el sector de La Ronda del centro histérico de la ciudad de Quito (Ecuador). Revista
Interamericana de Ambiente y Turismo 2018, 14, 2-13. [CrossRef]

Garcia Aguilar, J.; Galarza Torres, S.; Altamirano Salazar, A. Importancia de la administracion eficiente del
capital de trabajo en las Pymes. Ciencia Unemi 2017, 10, 30-39. [CrossRef]

® © 2020 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access
@ article distributed under the terms and conditions of the Creative Commons Attribution
[

(CC BY) license (http://creativecommons.org/licenses/by/4.0/).

195






a“r sustainability m\p\py

Article
Flourishing Women through Sustainable
Tourism Entrepreneurship

Murude Ertac * and Cem Tanova

Faculty of Tourism, Eastern Mediterranean University, 99628 Gazimagusa, North Cyprus, via Mersin 10, Turkey;
cem.tanova@emu.edu.tr
* Correspondence: murude.ertac@emu.edu.tr

Received: 21 June 2020; Accepted: 10 July 2020; Published: 14 July 2020

Abstract: As a small island in the Mediterranean Sea, Cyprus must develop a sustainable tourism
model. Although the ongoing political problems in Cyprus provide additional challenges, the number
and activities of women ecotourism entrepreneurs demonstrated an inspiring growth over the last
decade in the northern part of Cyprus. The well-being and flourishing of these women entrepreneurs
influence their participation and further involvement in the sector. Psychological empowerment
plays a significant role in achieving a flourishing society, and our results reveal that ecotourism can
be used to create positive change in women’s lives. We study how the mindsets and flourishing
levels of these ecotourism entrepreneurs are related and how empowerment can change the direction
of this relationship. Our research model was developed based on the self-Determination theory.
Surveys were distributed to 200 women ecotourism entrepreneurs in rural areas of Northern Cyprus.
We demonstrate that women who have growth mindsets, i.e., those that believe people’s characteristics
such as abilities are not fixed, experience lower levels of flourishing, perhaps contrary to what some
might expect. This result may be due to the presence of gender inequality and may be an outcome
of living in a region where a frozen conflict places additional external constraints on women
entrepreneurs. However, as we predict, psychological empowerment changes the direction of this
relationship. When psychological empowerment is high, women with a higher level of growth
mindset experience a greater level of flourishing, even in an unfavorable context. This is the first
study which analyzes women ecotourism entrepreneurs in Northern Cyprus. Moreover, this is the
first study that focuses on the relationship between growth mindset, flourishing and psychological
empowerment. The results can be used by governmental and non-governmental organizations
as a source in their decision-making processes while managing and coordinating microfinance
opportunities for rural development to support women’s empowerment and well-being.

Keywords: ecotourism; women entrepreneurship; self-determination theory; psychological
empowerment; flourishing; growth mindset

Highlights

Growth mindset and the flourishing level of women ecotourism entrepreneurs have a significantly
negative relationship in Northern Cyprus.

Psychological empowerment has an interaction effect that changes the direction of this relationship,
toward a significantly positive relationship.

Ecotourism is a tool to empower women living in rural areas.

1. Introduction

As a Mediterranean island with ample sunshine and beautiful beaches, Cyprus has long been a
tourism destination. Although the political problem that divides the north and south has resulted in
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two separate administrations, both sides had focused on mass tourism strategies for rapid economic
results but have recently become increasingly concerned with the potential damage that mass tourism
may have on the environment and the issue of sustainability. In the past, policy makers developed
incentive systems to attract large-scale investments, but now there is more interest in encouraging
smaller-scale and sustainable tourism offerings which involve the local population. Northern Cyprus
has seen an increase in women ecotourism entrepreneurs, who have been encouraged by community
development programs and festivals [1].

Tourism is one of the routes through which women can be integrated into economic and social
life [2], and entrepreneurship may help women, particularly those who live in rural areas where the job
opportunities are limited, to increase their self-reliance and empowerment. Especially for the women
who live in rural areas, the development of ecotourism can provide work opportunities. Taking part in
ecotourism activities gives those women the freedom to earn their own money and be economically
independent, which also enhances their social condition [3].

Although there has been increased interest in academic studies of ecotourism and entrepreneurship
in general, we still lack an understanding of the factors that lead to well-being among ecotourism
entrepreneurs [4]. In particular, the factors influencing the success of women ecotourism entrepreneurs
whose empowerment and involvement can have significant social impact have not received adequate
attention in the existing literature. To provide a better understanding of the impact of ecotourism
on the lives of the women ecotourism entrepreneurs who typically did not have prior professional
experience, we investigated how their mindsets, based on how empowered they feel, influence their
well-being and feelings of flourishing.

Studies on mindset have generally argued that those with a growth mindset will perceive social
and personal attributes as changeable, will have more positive emotional experiences and thus will
have higher levels of thriving, flourishing and fulfillment [5,6]. However, more recent research has
revealed that the positive results of growth mindset require certain contexts in which these positive
outcomes could be possible [7]. In the current study, in the context of Northern Cyprus, where gender
inequality and a frozen conflict place restrictions on women, we expect to see a negative relationship
between growth mindset and the level of flourishing due to these restrictions. Based on the previous
studies [8-10] we expect that women entrepreneurs who believe in themselves and want to take actions
to control their lives will be more frustrated if they are held back as a result of these external factors
and their flourishing level is lessened.

Contribution of the Study

The current study examines the mindset and flourishing relationship among ecotourism
entrepreneurs in Northern Cyprus and explores how psychological empowerment through sustainable
tourism can enable them to reach higher levels of thriving and flourishing. The study provides findings
from a context that may be considered less supportive for growth mindset women entrepreneurs.
Furthermore, by investigating how the impact of empowerment may influence the mindset-flourishing
relationship, the study contributes to the theoretical discussions in the mindset literature.

2. Theoretical Background and Hypotheses Development
2.1. Theoretical Background

2.1.1. Well-Being and Flourishing

Flourishing means having a good life. It is a feeling of well-being, both physical and mental.
It means the highest level of psychological well-being [11-13]. The concept of well-being can be defined
as a multi-dimensional construct that considers hedonic (experience of pleasure) and eudemonic
(the experience of meaning or accomplishment) ideas of prosperity [14]. However, the eudemonic and
hedonic dimensions work simultaneously. A life rich in both hedonic and eudemonic aspects leads to
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the maximum level of well-being or flourishing. Therefore, combined feelings of accomplishment,
which are higher-order (eudemonic) experiences, and feelings of pleasure, which are lower-order
(hedonic) experiences, differentiate the concept of higher levels of well-being from the concept of
the mere absence of suffering. When we experience personal achievement, meaningful creative
contribution, altruistic experiences, these will not only count as eudemonic experiences but also
provide hedonic pleasure.

Evaluating the flourishing levels of individuals is important because findings prove that flourishing
is essential for societies and organizations [15]. Just as accounting is used to understand the financial
health of organizations and countries, we are seeing more interest in taking measurements of well-being
to understand their emotional health. Policy makers are becoming more interested in developing
policies that will enhance the well-being of societies in a more balanced way. The World Health
Organization (WHO), the European Public Health Association (EUPHA) and the European Commission
(EC) have emphasized the importance of linking planning and health instead of treating them as
separate domains [16].

Studies show that flourishing also brings benefits to the community in terms of improved public
health [15,17].

VanderWeele and VanderWeele et al. indicate that flourishing is not limited to improved
psychological well-being but also includes every facet of an individual’s life [18,19]. Therefore, different
areas of flourishing have been studied. Feeling happy and fulfilled, psychological and physical health,
desires and ambitions, personality and honor, and social interactions can be listed as the different areas
of flourishing. Furthermore, economic stability is also an important element in preserving flourishing.

Deci and Ryan (1985) suggest that in order to experience well-being, the basic psychological
needs of competence, relatedness and autonomy must be met, as specified by the self-determination
theory [8].

2.1.2. Implicit Person Theories

”

Carol Dweck, a well-known writer in the field of motivation, popularized the concept of “mindset
to demonstrate that the general beliefs that we have about whether people’s characteristics are stable or
malleable—our lay theories—will influence our attitudes and behaviors [20]. Dweck (1986) proposed
that mindsets can be classified as fixed and growth [21]. People who have fixed mindsets believe that
people’s personal traits, such as knowledge, inventiveness and ability, are foreordained and stable
characteristics [22]. Individuals with fixed mindsets accept that if a person is insufficient in some way,
their situation will remain unchanged. On the other hand, people who have growth mindset trust
that people’s fundamental capacities can continue to improve through hard work and commitment.
They believe that these natural traits are the initial stages for achieving accomplishments through
learning, hard work and endurance. These assumptions or beliefs are also referred to as the implicit
person theory (IPT), a particular presumption about the adaptability of a person’s qualities that affect
his or her conduct [21-23].

Dweck and her colleagues have focused on implicit person theories [24,25]. A person who
possesses a fixed “implicit person theory”—also called entity theorist—will have a fixed outlook
about people and trust that people’s capacities are based on their fundamental abilities and are
stable [20]. This leads them to think that these capacities are the reason for their level of success or
failure. Such individuals are more likely to believe that their outcomes are due to their unchanging
dispositional capacities and ignore situational factors [26].

2.1.3. Self-Determination Theory

Self-determination theory (SDT) is a comprehensive theory of motivation that encompasses several
sub-theories. A distinction is made between autonomous motivation—feeling tempted to do something
because we find it interesting or perceive it as our own wish—versus controlled motivation—feeling
that something must be done because of some pressure or to satisfy someone else. However, SDT does
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not treat controlled and autonomous motivation as dichotomous, but accepts that they represent the
theoretical maximum points of a continuum. As the level of autonomy increases, the type of motivation
changes from controlled to autonomous.

SDT encompasses the Basic Psychological Needs Theory, which states that autonomy competence,
relatedness and psychological needs must be met [8]. Thus, women ecotourism entrepreneurs need
autonomy and freedom to decide and act independently, the competence to perform effectively and deal
with financial, operational and managerial issues, and relatedness to find support from their contacts.

The cognitive evaluation theory, as a sub-theory of SDT, argues that the context may be supportive
or controlling. A controlling context would use external conditional rewards or penalties, which for
individuals already performing the task and getting intrinsic rewards from the task itself would mean
a loss of autonomy. For example, in a non-profit organization where people were presumably engaged
in their tasks due to the alignment of their personal values and goals with the organization, a loss of
autonomy and intrinsic motivation was experienced after the introduction of merit pay systems [9].
For entrepreneurs that went into business with a desire to use their creativity and innovation,
an environment with too many external conditions can lead to frustration. Women ecotourism
entrepreneurs will experience this when they are operating under pressure from society to conform to
certain norms that restrict their autonomy, competence and relatedness.

The causality orientation theory is also a sub-theory of SDT and focuses on the individual
differences of general orientation in different people. Those with an autonomy orientation have a
higher need for autonomy and those with a control orientation will be more comfortable with externally
imposed deadlines and clear rules.

According to the self-determination theory, individuals from all societies have an essential
psychological need for autonomy, capability and relatedness. It is argued that if these requirements are
bolstered by social settings, flourishing is enhanced [8-10]. When the social context supports autonomy,
and the individual has an autonomy orientation, this will increase motivation [9]. Furthermore,
at a social level, Putnam [27,28] and Helliwel et al. [29] argue that the well-being of societies is also
dependent on the social capital of individuals. Conversely, if the environment is controlling and the
individual has an autonomy orientation, this may result in a loss of motivation. If the cultural context
and other external environmental factors put restrictions and limitations on those necessities, the level
of flourishing will decrease.

2.1.4. Women'’s Entrepreneurship and Ecotourism in Northern Cyprus

The inflexible roles and responsibilities of women that are imposed by society and cultural norms
inherited from past generations should not be overlooked when discussing the position of women in
work life. Women and men are exposed to certain gender restrictions from their birth to their death.

A UN Report on women shows that 70% of the global population who suffer from low living
conditions are women. Although women work more than men, only 10% of world income goes to
women, and they own less than 1% of the world’s total assets [30]. Moreover, the number of uneducated
women around the world is much higher than the number of uneducated men due to the inequalities
that women face in society [28]. This is what encourages researchers to investigate ways to improve
women’s lives by searching for ways in which they can become involved in the workforce and take
part in the world economy. As is widely known, if women change, the whole environment around
them changes.

Women entrepreneurs, who are the focus of our research, contribute to the general economy of
their country through their newly established businesses. Their willingness to achieve long-term
success in the tourism industry affects the economy in a positive way. Worldwide, an increased number
of women have started to participate in entrepreneurial exercises for money-related reasons as well as
for psychological and social empowerment reasons. Most of these women entrepreneurs, however,
also expect to have a balanced family life while engaging in their business activities [31,32].
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According to prior research, women are more likely to be engaged in entrepreneurship that
is directed at social and environmental problems [33]. Evidence confirms that necessity-based
motivation factors are more common among female business entrepreneurs than among male business
entrepreneurs. Various studies conducted in the USA, for instance, have demonstrated that female
business entrepreneurs tend to be less affected than their male counterparts by the motivation to be
more powerful, richer and to be their own boss. Rather, women tend to be inspired by earning an
income in order to improve their standard of living [34].

In developing countries, studies have revealed that, for women, necessity motivation has a greater
effect compared to opportunity motivation [35]. In developing countries, there is an increasing rise
in the number of female entrepreneurs who conduct economic activities. The researchers mention
that these women contribute to the general economy with their generous commitments. Heyzer [36]
pointed out that those women who take part in the economy as small business owners have a significant
effect on strengthening and improving women'’s living standards.

One of the routes through which women can be integrated into economic and social life is
tourism [2]. With the development of tourism, numerous work opportunities for women have led
them to employment and entrepreneurship. In addition, tourism gives them the freedom to earn their
own money and be economically independent, which also enhances their social condition. Tourism is
an important, employment-stimulating sector which is thriving around the world. It is estimated
by the World Tourism Organization that approximately 96.7 million individuals are employed in the
tourism sector; if indirect occupations are added to this amount, the sum is approximately 254 million
employees [37,38]. This energetic industry is the principal source of national income, job creation and
private sector growth in numerous nations.

In recent years, ecotourism has emerged as a means of long-term, sustainable community
development [39]. Done properly, community-based ecotourism (CBET) should add to the natural
preservation of wildlife and the environment and provide job opportunities for the community to
obtain income [40]. To accomplish sustainable development in tourism, women should be encouraged
to take part in tourism activities [3]. Excluding some special studies [38], gender has not been the
main focus of research in ecotourism. However, there are many aspects of the gender perspective in
ecotourism, as it is an important vehicle for women’s entrepreneurship, especially in rural areas.

Knowing the importance of supporting women’s entrepreneurship for its economic, social and
psychological benefits, in our research, we chose women entrepreneurs who were involved in
ecotourism activities in Northern Cyprus as our study population.

2.1.5. Cyprus as a Frozen Conflict Area

Cyprus is categorized and accepted as being a frozen conflict state, as there has been an ongoing
political conflict between the recognized Republic of Cyprus and the unrecognized Turkish Republic
of Northern Cyprus. The negotiations have continued for more than 40 years. In the meantime,
Turkish Cypriots continue to live in an unrecognized country, faced with the consequences of a frozen
conflict. Although the political problems thwart the possibility of a solution, people try to build a
life where they satisfy their needs and try to achieve their goals. Like anywhere else, some choose
to become entrepreneurs. In particular, women who live in rural areas, where job opportunities are
limited, want to feel independent and empowered through entrepreneurship.

95% of the private sector in Northern Cyprus, consist of small- to medium-size businesses [41].
Furthermore, 80% of these businesses are sole proprietorship or family businesses [42]. According to
a study, the appeal of working in the government sector and the limited availability of information,
coupled with political and economic barriers, diminish the push factors for entrepreneurship as a career
alternative [42]. However, the amount of women entrepreneurs in Northern Cyprus can be considered
high according to the EU standards [43]. Although the push factors are not strong, people—mainly
women who cannot find a governmental job—are pulled into entrepreneurship. They do so to be more
social and to earn their own money, in order to become self-sufficient [43].
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At that point, ecotourism plays an important role in empowering those women entrepreneurs,
as Cyprus offers historical and natural beauty to tourists. However, tourism activities are limited
and very difficult due to the state of frozen conflict. Economic and political embargoes, such as the
lack of direct flights and being excluded from international organizations, cause problems and limit
the opportunities. These limitations and uncertainty put psychological constraints on entrepreneurs.
Those who have a growth mindset believe in change and believe they can achieve their goals, but also
know and see the reality of the country they live in. This awareness leads them to feel less flourished
and constrained.

In addition to the above-mentioned economic and political constraints, as Purrini [44] mentioned,
women who live in these conflict zones, particularly in the rural regions, should be empowered, as they
cannot take part of the decision making process. Women entrepreneurs should be supported and
encouraged with training and financial support because the lack of capitalis a further major obstacle
they face [45].

Due to the frozen conflict and its political consequences, Northern Cyprus has been mainly
supported and influenced by Turkey since 1974. Therefore, Turkish culture and traditions have spread
to the area. In the Gender Gap Report (2020) published by the World Economic Forum, Turkey is ranked
130 out of 153 countries, as shown in Table 1 [46]. This shows a clear gender inequality in the country
and hence in Northern Cyprus as well. In 2016 and 2017, a study was conducted in Cyprus by the
“Security Dialog Initiative”, which is a non-governmental organization, together with the Gender Score
Cyprus Project, implementing the Social Cohesion and Reconciliation (SCORE) index to determine the
state of gender inequality in Northern Cyprus. The findings confirmed that Turkish Cypriot society is
affected by a traditional culture where toxic masculinity is endorsed. According to this study, husbands’
disciplinary actions toward their wives are backed by society. Also, society reduces the role of women
to parenthood. The study shows that Turkish Cypriot women cannot freely express themselves in
society; they feel that they are disadvantaged with regard to sharing family wealth, and they present
lower levels of economic and political independence [47].

Table 1. Gender Gap in Turkey according to the Global Gap Index Report 2020.

Dimensions Rank
Economic Participation and Opportunity 136/153
Educational Attainment 113/153
Health and Survival 64/153
Political Empowerment 109/153
Global Gender Gap Index 130/153

Powerful traditional gender roles lead society to expect women to be responsible for household
duties and childcare. As a result of this work overload, women have very limited or no time to invest
in themselves to improve their skills, have a hobby or join society and become involved in political
activities. In addition to these findings, the most dramatic outcome of the study is that there is neither
an awareness of gender inequality nor an understanding of the concept of gender equality. Both men
and women accept gender inequality situations as norms and do not attempt to make any changes [47].

2.2. Hypotheses Development

2.2.1. Mindset and Flourishing

Previous studies have demonstrated the links between personality traits, well-being and
flourishing [48]. Helliwell [49] found a direct connection between identity and well-being. Individuals
with higher self-respect appear to be less inclined to experience despair. Hmieleski and Sheppard [50]
argued that women entrepreneurs who are creative experience higher degrees of well-being and
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start-up business success. However, the self-determination theory says that individuals from all
societies have an essential psychological need for autonomy, capability and relatedness. If these needs
are bolstered by social settings, flourishing is enhanced. On the other hand, if the cultural context
and other external environmental factors put restrictions and blockages on these needs, the level of
flourishing declines [8-10].

Our research was conducted in Northern Cyprus, where gender inequality and frozen conflict play
an important role, since these factors place restrictions on women. Therefore, we anticipate a negative
relationship between growth mindset and the level of flourishing as a result of these restrictions.
When women entrepreneurs believe in themselves and want to take actions for their lives, but are
restricted as a result of these external factors, their flourishing level will be lessened compared to that
of women who may already be convinced that change is not possible and accept their fate.

Therefore, based on the self-determination theory, we expect to see a negative impact of growth
mindset on flourishing. We expect that people with growth mindset will think they can change things
and achieve the things they want. However, in the context of Northern Cyprus, where they cannot
make a change and achieve their goals due to the contextual limitations they face, they will be more
frustrated and will experience less flourishing. Therefore, we developed our first hypothesis as follows:

Hypothesis 1 (H1). Growth mindset has a negative relationship with flourishing.

2.2.2. Psychological Empowerment, Growth Mindset and Flourishing

Elias and Ferguson [51]. define empowerment as the right of people to make individual choices,
make their decisions on their own and have dignity. Researchers argue that the process of empowerment
aims to enable individuals to obtain more power to become more self-reliant and self-confident people,
to create their own way of living and, therefore, to become part of the process of social change [52].

According to Spreitzer [53] (p. 1443), “psychological empowerment refers to the intrinsic task
motivation that results in feelings of competence, impact, task meaningfulness and self-determination
related to the work-role”. Empowering circumstances which provide the prospects for being
independent pose a challenge, enhance accountability and make people appreciate what they have.
In exchange, such appreciation leads to a sense of significance, proficiency, self-determination and
power [54].

In the tourism context, when the inhabitants experience psychological empowerment they feel
“pride” and “self-esteem”, as they feel unique and think they have significant abilities and products to
give to tourists [55]. Studies indicate that when citizens are not only involved but also empowered,
their impact becomes much greater and leads to more sustainable efforts [56-58]. makes the distinction
between mere involvement and empowerment and argues that empowerment is the “top end of
the participation ladder where members of a community are active agents of change and they have
the ability to find solutions to their problems, make decisions, implement actions and evaluate their
solutions”[56] (p. 631). Community-based ecotourism where citizens are actively empowered socially,
politically and psychologically is a key element of sustainable tourism [58].

Under normal circumstances, the relationship between the growth mindset and flourishing is
expected to be positive [49]. However, people with a growth mindset who are restricted and thus
disappointed by the conditions of the country they live in, when they repeatedly experience that in
spite of their enthusiasm and efforts they cannot introduce the change that they believe could have
been possible, and feel unappreciated, will not see themselves as valuable and useful [8]. Among the
individuals with a higher level of growth mindset who believe that people and situations are not fixed
but changeable, the constraints will lead to a feeling of unfulfilled potential.

However, we believe that women with higher levels of growth mindset will indeed experience
greater flourishing if they are psychologically empowered through tourism. If there are
community-based tourism activities in the regions where they live and if they are involved in,
and empowered by, these sustainable tourism activities, they will feel useful and experience meaning
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in what they do [56]. Often, community-based tourism is supported by training and development and
educational activities that contribute to empowerment. When women feel proud of themselves as they
receive positive feedback from the tourists who appreciate their products, services and environment,
they feel more competent, empowered to make decisions, useful and effective in their family and their
community [58]. Women with a growth mindset who do not perceive or experience psychological
empowerment know that they are capable of doing the things they want but, as a result of environmental
pressures and obstacles, cannot. They cannot offer the services and products they want to offer freely to
tourists when they are blocked by the people around them, such as their husband, father or neighbors,
or restricted by the dominant norms of their community. Women with a growth mindset will feel even
worse if they are accused of neglecting the household chores that they are expected to perform and
have to ask permission to their husbands [8].

Based on the self-determination theory, we expect that maintaining women’s empowerment
will enhance their level of self-determination and lead to an increase in their subjective well-being.
We believe that this relationship will be particularly stronger among the women entrepreneurs who
have higher levels of growth mindset. Therefore, we expect to find a moderation effect of psychological
empowerment that reverses the negative relationship between growth mindset and flourishing. As a
result of this expectation, we developed our second hypothesis as follows:

Hypothesis 2 (H2). Psychological empowerment interacts with the relationship between growth mindset
and flourishing.

3. Method

3.1. Model of the Study

This research applied a cross-sectional survey and regression analysis to assess how psychological
empowerment through tourism interacts with the relationship between growth mindset and the level
of flourishing of women entrepreneurs living in rural regions of Northern Cyprus.

Figure 1 shows the conceptual model and the hypotheses of this study. This model tests the effect of
growth mindset on the flourishing of women entrepreneurs who live in rural parts of Northern Cyprus
and engage in ecotourism activities (Hypothesis 1). The study also tested whether psychological
empowerment through tourism interacts with the relationship between self-growth mindset and
flourishing (Hypothesis 2).

Psychological
Empowerment
H2
Growth ¥ - ichi
Mindset = » | Flourishing

Figure 1. Conceptual Model.
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3.2. Measures

To measure flourishing, the Turkish version of the Flourishing Scale, which has been adapted by
Telef [59], was used in our study. To assess the psychological empowerment and growth mindsets
of women entrepreneurs, the original scales were translated into Turkish and then translated back
into English by two professional translators. They were compared with the original scales in order
to check that the meanings of the items had been correctly translated into Turkish and would not
be misinterpreted by the respondents. This process was performed according to the suggestions of
Perrewé et al. [60]. Before distributing the questionnaires, a pilot study was completed to test that the
questionnaires worked correctly. While preparing and distributing the questionnaires, the suggestions
of Podsakoff, MacKenzie, Lee and Podsakoff [61] were applied to protect our study from common
method bias.

3.2.1. Growth Mindset

Growth mindset was assessed with the 8-item implicit person theory created by Levy and
Dweck [62]. This scale has 4 items associated with fixed mindset, like “As much as I hate to admit it,
you can’t teach an old dog new tricks. People can’t really change their deepest attributes”, and 4 items
associated with growth mindset, like “People can always substantially change the kind of person they
are”. Respondents were asked to rate the items using a 6-point scale ranging from 1 (strongly disagree)
and 6 (strongly agree). The previous research demonstrated the alpha coefficient of this scale to be 0.94,
which shows the strong internal consistency of the scale [62]. We found the alpha coefficient of this
scale to be 0.89 in our study.

3.2.2. Flourishing Scale

This scale consists of 8 items that evaluate respondents’ perceived success in major segments of
their lives, for example their self-esteem, how competent they feel or if they think they have a purpose
in life. Initially, this scale was named the “Psychological Well-being Scale”, but it was later changed to
the “Flourishing Scale” to represent the content of the scale more accurately. The scale provides a single
psychological well-being score [63]. The respondents were asked to rate answers on a 7-point Likert
scale where 1 represents “strongly disagree” and 7 represents “strongly agree”. One item, for example,
reads: “Ilead a purposeful and meaningful life.” The scale’s reliability has been demonstrated [63].
The Turkish version of the scale also had reliable results, with an alpha coefficient of 0.80 [59]. When we
applied this scale in our study, we found a, alpha coefficient of 0.83.

3.2.3. Psychological Empowerment

Resident Empowerment through Tourism Scale (RETS) was used to assess the psychological
empowerment of women entrepreneurs engaging in ecotourism activities, as it is a reliable and valid
measurement tool that assesses residents’ perceptions of empowerment [64]. The scale has 3 sections,
to assess the psychological, political and social empowerment of residents through tourism. We have
used the 5 items in the psychological empowerment subscale, consisting of statements such as “Tourism
in ... reminds me that I have a unique culture to share with visitors.” or “Tourism in ... makes me
proud to be a ... resident.” The value of the alpha coefficient was 0.92 for this scale, which represents a
strong construct reliability.

3.3. Questionnaire Administration

Following the suggestion of Hinkin [65], we applied a pilot study with 12 women entrepreneurs
to test the items on a small scale before applying the survey on a larger scale. First, after the pilot study,
to evaluate the substance and legitimacy of the scale items, some phrasings was corrected, as some of
the words were found to be reasonably confusing, as suggested by DeVellis [66]. Essential modifications
were made, and equivocal words were reworded.
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Exploratory factor analysis (EFA) was applied using Varimax Rotation in IBM SPSS Statistics
program to find conceptually incompatible items with a correlation threshold of 0.40, as suggested by
Kim and Mueller [67]. The analyses revealed 3 factors that cumulatively explain 62% of the deviation,
with eigenvalues above 1. The consistency of the items in the instruments used in the study was
checked with the threshold Cronbach’s alpha [68] of 0.70. One item from the flourishing scale had
a loading below 0.50 and was eliminated, as recommended by Hair, Anderson, Tatham, Black and
DeVellis [66,69].

Confirmatory factor analysis (CFA), as indicated by Hinkin [65], was used to assess the goodness
of fit of the model and the items used in the model. The high loadings in the CFA demonstrate that the
study has construct validity. Average Variance Extracted (AVE) and Composite Reliability (CR) were
also used to ensure the internal consistency and illustrate the convergent and discriminant validity of
the study.

3.4. Participants and Procedure

Context Population and Sampling

The purposive sample method was used. A list of sample populations was obtained from the
Businesswomen Association of Northern Cyprus. The list consisted of 305 women entrepreneurs who
were involved in ecotourism activities, such as traditional handcrafting and producing traditional food.
The population also included boutique hotel or guesthouse owners and small restaurant owners who
specialize in traditional foods. These women live in rural areas, mainly in small towns within five main
regions of Northern Cyprus. Most of them were housewives before they became entrepreneurs. In each
region, there is a mentor who helps these women in their operations. Generally, the mentors are the
leaders of local women'’s associations or, in some regions, mayors who are taking on the responsibility of
leading ecotourism activities in their region and providing support to women entrepreneurs. We visited
these towns to meet these women in person. The list we used was not particularly applicable, as most of
the women were no longer engaged in these activities, and some of them were unreachable. Therefore,
we found a woman entrepreneur from each town and through her, using the snowball technique,
reached out to other women. We contacted 200 women and asked them to complete the questionnaire.
Data were collected in the period between April and June 2018 by visiting the women and in their
respective locations. Questionnaires were distributed to those women entrepreneurs, and we kindly
requested that they complete these questionnaires after we explained to them our research purposes and
how we maintained the confidentiality of our research. We asked them to complete the questionnaires,
which consisted of four sections, including a demographic information section. Our aim was to gather
information on self-growth mindsets, women’s psychological empowerment through tourism and
women’s flourishing.

Figure 2 shows the locations where the data was collected, and Table 2 presents the demographic
profiles of the respondents. The sample consisted of 200 women respondents from 15 villages located
in rural parts of Northern Cyprus. Only 6 of them, representing 3% of the population, were younger
than 25. This means that young women are less involved in the ecotourism sector in Northern
Cyprus. Only 18 (9%) of them had undergraduate degrees, and 15 (7.5%) were postgraduate degree
holders. This information shows that women with university education are less likely to be engaged in
ecotourism entrepreneurship activities in rural areas.
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Figure 2. Number of Ecotourism Entrepreneurs Participating in the Study by Region.

Table 2. Respondents’ profile (1 = 200).

Years of No. of Marital

Age N %o Experience N %o Education N %o Children N %o Status N %o
Primary
<25 6 3 <1 year 14 7 School 49 245 0 20 10 Single 17 85
Diploma
Secondary na
25-34 37 185 1-3 years 32 16 School 43 21.5 1 25 125 . . 3 1.5
. relationship
Diploma
High
35-44 40 20 4-6 years 42 21 School 75 37.5 2 93 46.5 Married 156 78
Diploma
s44 117 585  s6years 112 555 Dahelors g 3 52 26  Divorced 4 2
Degree
Postgraduate 57 5 >3 10 5  Separated 1 05
Degree
Widowed 19 9.5
Total 200 100 Total 200 100 Total 200 100 Total 200 100 Total 200 100
4. Results

We applied confirmatory factor analyses using the AMOS software to examine the goodness of fit
of our study model. The findings are illustrated in Table 3. The fit indicators show figures that are
accepted as good fit indications according to the thresholds shown in Table 3.

All items show high loadings in their underlying variables. Table 3 shows that the Cronbach’s
alpha figures are greater than the threshold of 0.70 [68] and that CRs are greater than the accepted
level of 0.70 [70]. Average Variance Extracted (AVE) figures are also greater than the cut-off figure of
0.50 [69].

The figures obtained from the analyses, which are shown in Tables 3 and 4, show proof of
convergent and discriminant validity. The potential risk of common method bias was handled utilizing
an analytical methodology. Harman’s single-factor test explained 32.25% of the variance; therefore,
the possible danger of common method bias appears to have been reduced [61].
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Table 3. Goodness of fit of the model.

N =200 Cut-Off Points
2 =759
df =199, p = 000
GFI = 0.863 1 = maximum fit (Tanaka & Huba, 1985)
NFI = 0.861 1 = maximum fit (Bentler & Bonett, 1980)
CFI =091 1 = maximum fit (McDonald & Marsh, 1990)
RMSEA = 0.087 <0.08 = good fit (Browne & Cudeck, 1993)
Cymin/df = 2.523 >1 and <5 = good fit (Marsh & Hocevar, 1985)
VIF =1.010 < 3 = good fit (Hair et al., 2018)

Notes: GFI: Goodness of fit indices, NFI: Normed fit index, CFI: Comparative Fit Index, RMSEA: Root Mean Square
Error of Approximation, Cyyn/df, relative x2.

Table 4. Means, SD and correlations of the study variables.

Variables 1 2 3 Mean SD CR o AVE
1. Flourishing - 6.22 0.82 0.88 0.833 0.51
2. Psychological Empowerment  0.381 ** - 4.53 0.75 0.93 0.919 0.71
3. Growth Mindset -0.223*  -0.143* - 2.42 1.18 0.91 0.894 0.57

Notes: Composite scores for each variable were computed by averaging the respective item scores. * Correlations
are significant at the 0.05 level. ** Correlations are significant at the 0.01 level.

Table 4 shows the means, standard deviations and correlation estimates of the variables used in
our study. As hypothesized, growth mindset and the level of flourishing of women entrepreneurs are
negatively related (r = —0.223, p < 0.01). This result provides support for Hypothesis 1.

Table 5 shows that Hypothesis 2, which anticipated that psychological empowerment would
moderate the relationship between growth mindset and flourishing, is supported, as we can see a
significant level of interaction terms (8 = 0.260, p < 0.01).

Table 5. Flourishing as predicted by Growth Mindset and Psychological Empowerment.

Variables Step 1 Step 2
pt) pt)

Growth Mindset —-0.171 (-=2.620) ** —0.156 (-2.523)
Psychological Empowerment 0.357 (5.449) ** 0.235 (3.542) **
Interaction term - 0.260 (4.996) **

F 20.754 23.838

R? 0.174 0.267
AR? - 0.093 **
Note: Interaction terms = Growth mindset x Psychological empowerment level ** Significant at the 0.01 level

(2-tailed).

Therefore, complete support was reached. The research outcome approved the model of interest,
as all hypothesized relationships were supported. Figure 3 shows the interaction effect of psychological
empowerment in the relationship between growth mindset and flourishing.

As clearly seen in Figure 3, this study proves that when the psychological empowerment is
low, women entrepreneurs’ level of flourishing declines when their growth mindset level increases.
When we enter a low value of empowerment at 1 standard deviation below its mean, the estimated
beta for mindset in predicting flourishing is negative (—0.27), whereas when we enter a high value
of empowerment at 1 standard deviation above its mean value, the estimated beta for mindset in
predicting flourishing is positive (0.15). This can be explained by the negative impact of gender
inequality and the frozen conflict conditions in Cyprus. Women entrepreneurs are negatively affected
when they believe that they can change and improve their skills, but also that they will not accomplish
their dreams due to the limitations they face in their community. However, when we add psychological
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empowerment to this relationship, the negative result is reversed to a positive one, which shows
that if we empower women entrepreneurs psychologically through tourism, they will feel strong and
empowered, and this will change the relationship between growth mindset and flourishing. When the
women are psychologically empowered, their growth mindset will lead to a more fulfilled, happier life,
although there are many constraints that they still have to face.

24 /

= High Emp

Flourishing
o
o

26 e LOW Emp

Low High
Growth Mindset

Figure 3. Slopes showing how Growth Mindset influences Flourishing differently under high and low
Psychological Empowerment conditions.

5. Discussion and Conclusions

In the relatively unfavorable entrepreneurial ecosystem and restrictive social context of Northern
Cyprus, empowerment through ecotourism activities can enable especially women with a growth
mindset to experience higher levels of well-being. Psychologically empowering growth-mindset
women entrepreneurs improves their autonomy and self-belief, which leads them to flourish. This will
not only benefit the women who become ecotourism entrepreneurs but also society and the economy
overall. There will be a positive impact on the GDP through an increased female employment rate,
and the knowledge, skills and capabilities that women gain will contribute to the overall well-being of
society. Furthermore, a UNESCO (2019) [71] report shows that empowering women has significant
benefits for the environment and argues that when women have a larger role in governance in society,
the sensitivity to the social and environmental impacts of policies increases.

However, we note that the impact of empowerment through tourism is less felt by women who
have a lower growth mindset or fixed mindset. Those with a fixed mindset are likely to believe that
characteristics are generally stable and impossible to change; therefore, they may not be so concerned or
motivated in the first place to introduce change in themselves and their communities. Thus, they may
be less likely to utilize the opportunities introduced by empowerment, and their level of well-being
does not change as much as that of women with a high growth mindset, who feel more confident to
pursue their dreams and create change in their lives by taking action.

Many scholars and practitioners also believe that it is possible to increase the growth mindset
through interventions [7]. Especially in the field of education, there are many applications and
recommendations on how teachers can develop a growth mindset amongst their students. For example,
the use of a metaphor such as “the brain is similar to a muscle that needs to be exercised through
learning and grows stronger and smarter as a result.” This metaphor is reinforced by the teachers and
replaces any belief that our talents, abilities and capacity is fixed and there is nothing we can do about it.
Similarly, Dweck [20] argues that this can be extended to leadership and management, where managers
can develop cultures where people believe in their own and other people’s ability to change and
develop. These cultures would value trial and error as part of the process of development and not
penalize individuals for taking the initiative to try something new, even if it does not always succeed.
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The mindset literature has generally advocated the value of growth mindset. Our study reveals
that growth mindset without empowerment will not lead to flourishing. Thus, we contribute to the
mindset literature and theories by showing how empowerment is a critical factor that can enable those
with growth mindset to achieve higher levels of flourishing.

5.1. Practical Implications of This Study

We believe that if women change, their surroundings will change as well. From this perspective,
this study proves that the key to happiness for women is to become psychologically empowered,
and shows that ecotourism can be used as a means to create positive change in women’s lives.
Governmental and non-governmental organizations should support microfinance opportunities for
rural development in such a way as to support women’s empowerment and well-being. Additionally,
the study clearly illustrates that the authorities should provide training programs to support women
who live in rural areas of Northern Cyprus, to teach them new skills and to empower them. As the study
demonstrates, higher levels of empowerment will enable the increased flourishing and well-being
of women entrepreneurs. International organizations such as the United Nations and the European
Union, which are already active in Northern Cyprus to help the community to develop and to reach a
political solution in Cyprus, should also further support ecotourism and enhance their activities to
help local NGOs and potential women entrepreneurs, who can be included in ecotourism. Moreover,
as suggested by Sdino and Magoni, shared housing associated with ecotourism can be introduced for
these women in order to help them earn their own money and contribute to ecotourism [72].

The programs to empower women ecotourism entrepreneurs should not only offer support
by delivering know-how or helping to eliminate barriers but also include interventions to increase
growth mindset. However, some findings show that the results of such interventions may be
temporary [7]. Therefore programs to develop growth mindset must be systematic. Conscious efforts
for the empowerment of women entrepreneurs are also needed to develop supportive environments
where peer norms encourage challenge seeking and adaptive attitudes.

The findings of this study can be used by governmental, non-governmental and international
organizations to design new programs and organize capacity-building activities such as training
programs, workshops and field trips at the grassroots level with current and potential
women entrepreneurs.

5.2. Limitations and Future Research

A qualitative study should be conducted to gain deeper insights related to our findings.
Additionally, the scope of our study included only women entrepreneurs in Northern Cyprus,
and future studies may replicate this study in other geographical regions to see how cultural and other
contextual factors affect the relationship between growth mindset, psychological empowerment and
the flourishing of women entrepreneurs.

Author Contributions: Conceptualization, M.E. and C.T.; methodology, M.E. and C.T.; investigation, M.E.; formal
analysis, C.T. and M.E.; writing and original draft preparation, M.E. and C.T.; writing, review and editing, C.T. and
M.E,; visualization, M.E. and C.T.; supervision, C.T. All authors have read and agreed to the published version of
the manuscript.

Funding: This research did not receive any specific grant from funding agencies in the public, commercial or
not-for-profit sectors.

Conflicts of Interest: The authors declare no conflict of interest.

References

1. Gunsoy, E.; Hannam, K. Festivals, community development and sustainable tourism in the Karpaz region of
Northern Cyprus. J. Policy Res. Tour. Leis. Events 2013, 5, 81-94. [CrossRef]

2. Goeldner, C.R; Ritchie, J.R.B. Tourism: Principles, Practices, Philosophies; John Wiley & Sons: Hoboken, NJ,
USA, 2009.

210



Sustainability 2020, 12, 5643

10.

11.

12.

13.
14.

15.

16.
17.

18.

19.

20.

21.
22.

23.

24.

25.

26.

27.

28.

Shokouhi, A.K.; Khoshfar, G.; Karimi, L. The Role of Tourism in Rural Women’s Empowerment, Case Study:
Village Ziarat City of Gorgan, Planning and Development of Tourism, the First Year. Geogr. Plan. Space ].
2013, 3, 151-179.

Thompson, B.S.; Gillen, J.; Friess, D.A. Challenging the principles of ecotourism: Insights from entrepreneurs
on environmental and economic sustainability in Langkawi, Malaysia. J. Sustain. Tour. 2018, 26, 257-276.
[CrossRef]

Howell, A.J. Implicit theories of personal and social attributes: Fundamental mindsets for a science of
wellbeing. Int. ]. Wellbeing 2016, 6, 113-130. [CrossRef]

Brown, K.W.; Ryan, R.M. The benefits of being present: Mindfulness and its role in psychological well-being.
J. Pers. Soc. Psychol. 2003, 84, 822-848. [CrossRef] [PubMed]

Yeager, D.S.; Hanselman, P.; Walton, G.M.; Murray, ].S.; Crosnoe, R.; Muller, C.; Tipton, E.; Schneider, B.;
Hulleman, C.S.; Hinojosa, C.P; et al. A national experiment reveals where a growth mindset improves
achievement. Nature 2019, 573, 364-369. [CrossRef] [PubMed]

Deci, E.L.; Ryan, RM. Intrinsic Motivation and Self-Determination in Human Behavior; Plenum: New York, N,
USA, 1985.

Gagne, M.; Deci, E.L. Self-determination theory and work motivation. J. Organ. Behav. 2005, 26, 331-362.
[CrossRef]

Ryan, RM.; Deci, E.L. Self-determination theory and the facilitation of intrinsic motivation, social
development, and well-being. Am. Psychol. 2000, 55, 68. [CrossRef]

Huppert, EA. A new approach to reducing disorder and improving well-being. Perspect. Psychol. Sci. 2009,
4,108-111. [CrossRef]

Keyes, C.L. The mental health continuum: From languishing to flourishing in life. . Health Soc. Behav. 2002,
43,207-222. [CrossRef]

Ryff, C.D.; Singer, B. The Contours of Positive Human Health. Psychol. Inq. 1998, 9, 1-28. [CrossRef]

Huta, V.; Ryan, R M. Pursuing pleasure or virtue: The differential and overlapping well-being benefits of
hedonic and eudaimonic motives. J. Happiness Stud. 2010, 11, 735-762. [CrossRef]

Howell, A J. Flourishing: Achievement-related correlates of students” well-being. J. Posit. Psychol. 2009, 4,
1-13. [CrossRef]

Fehr, R.; Capolongo, S. Healing environment and urban health. Epidemiol. Prev. 2016, 40, 151-152. [CrossRef]
Keyes, C.L. Flourishing. In The Corsini Encyclopedia of Psychology; Weiner, 1.B., Craighead, W.E., Eds.; John
Wiley & Sons: Hoboken, NJ, USA, 2010.

Vanderweele, T.]. On the promotion of human flourishing. Proc. Natl. Acad. Sci. USA 2017, 114, 8148-8156.
[CrossRef]

VanderWeele, T.J.; McNeely, E.; Koh, HK. Reimagining Health—Flourishing. JAMA 2019, 321, 1667.
[CrossRef]

Dweck, B.C.S. Ingredients of a Winning Mindset. In Mindset: The New Psychology of Success; Ballentine:
New York, NY, USA, 2006; pp. 1-7.

Dweck, C.S. Motivational processes affecting learning. Am. Psychol. 1986, 41, 1040. [CrossRef]

Kam, C.; Risavy, S.D.; Perunovic, E.; Plant, L. Do subordinates formulate an impression of their manager’s
implicit person theory? Appl. Psychol. 2014, 63, 267-299. [CrossRef]

Heslin, P.A.; VandeWalle, D. Performance appraisal procedural justice: The role of a manager’s implicit
person theory. |. Manag. 2011, 37, 1694-1718. [CrossRef]

Dweck, C.S.; Leggett, E.L. A social-cognitive approach to motivation and personality. Psychol. Rev. 1988, 95,
256. [CrossRef]

Diveck, C.S.; Molden, D.C. Self-Theories: Their Impact on Competence Motivation and Acquisition; Eliot, A.J.,
Dweck, C.S., Eds.; APA: Washington, DC, USA, 2005.

Levontin, L.; Halperin, E.; Dweck, C.S. Implicit theories block negative attributions about a longstanding
adversary: The case of Israelis and Arabs. . Exp. Soc. Psychol. 2013, 49, 670-675. [CrossRef]

Putnam, R.D. Bowling Alone: The Collapse and Revival of American Community; Simon and Schuster: New York,
NY, USA, 2000.

Bansal, S.P.; Kumar, J. Ecotourism for Community Development: A Stakeholder’s Perspective in Great
Himalayan National Park. In Creating a Sustainable Ecology Using Technology-Driven Solutions; IGI Global:
Hershey, PA, USA, 2013.

211



Sustainability 2020, 12, 5643

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.
40.

41.

42,

43.

44.

45.

46.

47.

48.

49.

50.

51.

52.

Helliwell, ].E; Barrington-Leigh, C.; Harris, A.; Huang, H. International Evidence on the Social Context of
Well-Being. In International Differences in Well-Being; Oxford University Press: Oxford, UK, 2010; pp. 291-327.
UN Women Annual Report 2017-2018. Available online: https://annualreport.unwomen.org/en/2018
(accessed on 1 February 2019).

Li, Y.; Zhang, L.; Gao, Y.; Huang, Z.; Cui, L.; Liu, S.; Fang, Y.; Ren, G.; Fornacca, D.; Xiao, W. Ecotourism in
China, misuse or genuine development? An analysis based on map browser results. Sustainability 2019, 11, 1-15.
[CrossRef]

Itani, H.; Sidani, Y.M.; Baalbaki, I. United Arab Emirates female entrepreneurs: Motivations and frustrations.
Equal. Divers. Incl. 2011, 30. [CrossRef]

Hechavarria, D.M.; Ingram, A.; Justo, R.; Terjesen, S. Are women more likely to pursue social and
environmental entrepreneurship? In Global Women’s Entrepreneurship Research: Diverse Settings, Questions and
Approaches; Edward Elgar Publishing: Cheltenham, UK, 2012.

Kelley, D.J.; Brush, C.G.; Greene, G.P,; Litovsky, Y. Report: Women Entrepreneurs Worldwide; Babson College
and the Global Entrepreneurship Research Association (GERA): London, UK, 2010.

Carter, S.L.; Anderson, S.; Shaw, E. Women's Business Ownership: A Review of the Academic, Popular and Internet
Literature; University of Strathclyde: Glasgow, UK, 2001.

Heyzer, N. Smart development: Gender equality key to achieving the MDGs. In Proceedings of the 61st Session
of the UN General Assembly, Second Committee, Agenda Item 58, New York, NY, USA, 2 November 2006; UN:
New York, NY, USA, 2006.

World Tourism Organization. 2017 Annual Report; UNWTO: Madrid, Spain, 2018.

Reimer, ].K.; Walter, P. How do you know it when you see it? Community-based ecotourism in the Cardamom
Mountains of southwestern Cambodia. Tour. Manag. 2013, 34, 122-132. [CrossRef]

Scheyvens, R. Exploring the Tourism-Poverty Nexus. Curr. Issues Tour. 2007, 10, 231-254. [CrossRef]
Butler, R.; Hinch, T. Tourism and Indigenous Peoples: Issues and Implications; Butterworth-Heinemann: London,
UK, 2007.

Tanova, C. Firm size and recruitment: Staffing practices in small and large organisations in north Cyprus.
Career Dev. Int. 2003, 8, 107-114. [CrossRef]

Giiven Lisaniler, F. Challenges in SME development: North Cyprus. In Workshop on Investment and Finance in
North Cyprus; Oxford University: Oxford, UK, 2004.

Howells, K.; Krivokapic-Skoko, B. Constraints on Female Entrepreneurship in Northern Cyprus. Kadin/Woman
2000, 8, 29-58.

Purrini, M.K. Economic Empowerment of Rural Women through Enterprise Development in Post-Conflict
Settings. Expert Group Meeting “Enabling rural women’s economic empowerment: Institutions,
opportunities and participation”. In Proceedings of the Kosovo Women’s Business Association, Gjakove,
Kosovo, 20-23 September 2011.

Ramadani, V.; Rexhepi, G.; Abazi-Alili, H.; Beqiri, B.; Thaci, A. A look at female entrepreneurship in Kosovo:
An exploratory study. J. Enterp. Communities 2015, 9, 277-294. [CrossRef]

Global Gender Gap Report 2020. Available online: http://www3.weforum.org/docs/WEF_GGGR_2020.pdf
(accessed on 1 February 2019).

Project, G.S.C. The Score For Peace. 2018. Available online: https://scoreforpeace.org/files/publication/pub_
file//PB_GenderCy17_TCcPolicyBriefWeb_30052018_ID.pdf (accessed on 1 March 2019).

DeNeve, K.M.; Cooper, H. The happy personality: A meta-analysis of 137 personality traits and subjective
well-being. Psychol. Bull. 1998, 124, 197-229. [CrossRef]

Helliwell, J.E. Well-Being, Social Capital and Public Policy: What’s New? Econ. ]. 2006, 116, C34-C45.
[CrossRef]

Hmieleski, KM.; Sheppard, L.D. The Yin and Yang of entrepreneurship: Gender differences in the
importance of communal and agentic characteristics for entrepreneurs’ subjective well-being and performance.
J. Bus. Ventur. 2019, 34, 709-730. [CrossRef]

Elias, J.; Ferguson, L. The gender dimensions of New Labour’s international development policy. In New
Labour and Women: Engendering Policy and Politics; Annesley, C., Gains, F, Rummery, K., Eds.; Policy Press:
Bristol, UK, 2007; pp. 211-228.

Bystydzienski, J. Women Transforming Politics: Worldwide Strategies for Empowerment; Indiana University Press:
Bloomington, IN, USA, 1992.

212



Sustainability 2020, 12, 5643

53.

54.

55.

56.

57.

58.

59.

60.

61.

62.

63.
64.

65.

66.

67.

68.

69.

70.

71.

72.

Spreitzer, G.M. Psychological empowerment in the workplace: Dimensions, measurement, and validation.
Acad. Manag. ]. 1995, 38, 1442-1465.

Liden, R.C.; Wayne, S.J.; Sparrowe, R.T. An examination of the mediating role of psychological empowerment
on the relations between the job, interpersonal relationships, and work outcomes. J. Appl. Psychol. 2000, 85,
407-416. [CrossRef] [PubMed]

Di Castri, F. Sustainable tourism in small islands: Local empowerment as the key factor. Int. |. Island Aff.
2004, 13, 49-55.

Cole, S. Information and empowerment: The keys to achieving sustainable tourism. J. Sustain. Tour. 2006, 14,
629-644. [CrossRef]

Petric, L. Empowerment of communities for sustainable tourism development: Case of Croatia. Tour. Int.
Discip. ]. 2007, 55, 431-443.

Scheyvens, R. Ecotourism and the empowerment of local communities. Tour. Manag. 1999, 20, 245-249.
[CrossRef]

Telef, B.B. The validity and reliability of the Turkish version of the psychological well-being. In Proceedings
of the 11th National Congress of Counseling and Guidance, Selcuk-Izmir, Turkey, 3-5 October 2001.
Perrewé, P.L.; Hochwarter, W.A.; Rossi, A.M.; Wallace, A.; Maignan, I.; Castro, S.L.; Ralston, D.A.; Westman, M.;
Vollmer, G.; Tang, M.; et al. Are work stress relationships universal? A nine-region examination of role
stressors, general self-efficacy, and burnout. J. Int. Manag. 2002, 8, 163-187. [CrossRef]

Podsakoff, PM.; MacKenzie, S.B.; Lee, J.-Y.; Podsakoff, N.P. Common method biases in behavioral research:
A critical review of the literature and recommended remedies. ]. Appl. Psychol. 2003, 88, 879-903. [CrossRef]
Levy, S.R; Stroessner, S.J.; Dweck, C.S. Stereotype formation and endorsement: The role of implicit theories.
J. Pers. Soc. Psychol. 1998, 74, 1421-1436. [CrossRef]

Chem, I.; The, M.; Financial, A. R(0.86). Chart 2003, 81, 2001-2004.

Boley, B.B.; McGehee, N.G. Measuring empowerment: Developing and validating the Resident Empowerment
through Tourism Scale (RETS). Tour. Manag. 2014, 45, 85-94. [CrossRef]

Hinkin, T.R. A Brief Tutorial on the Development of Measures for Use in Survey Questionnaires.
Organ. Res. Methods 1998, 1, 104-121. [CrossRef]

DeVellis, R.F. Scale Development: Theory and Applications; Sage Publications Inc.: Thousand Oaks, CA,
USA, 2012.

Kim, J.; Mueller, C.W. Introduction to Factor Analysis: What It Is and how to Do It; Sage Publications: Beverly Hills,
CA, USA, 1978.

Nunnally, J.C.; Bernstein, I.H. The assessment of reliability. In Psychometric Theory; McGraw Hill: New York,
NY, USA, 1994.

Hair, J.F.; Black, W.C.; Babin, B.J.; Anderson, R.E.; Tatham, R.L. Multivariate Data Analysis; Prentice-Hall:
Upper Saddle River, NJ, USA, 2006.

Hair, J.E; Anderson, RE.; Tatham, R.L.; Black, W.C. Multivariate Data Analysis; Prentice-Hall:
Upper Saddle River, NJ, USA, 1998.

Global Education Monitoring Report 2019: Migration, Displacement and Education: Building Bridges,
Not Walls. Available online: https://en.unesco.org/gem-report/infographics/2019-gem-report-migration-
displacement-and-education-building-bridges-not-walls (accessed on 1 March 2019).

Sdino, L.; Magoni, S. The Sharing Economy and Real Estate Market: The Phenomenon of Shared Houses.
In Proceedings of the International Conference on Smart and Sustainable Planning for Cities and Regions,
Bolzano, Italy, 22-24 March 2018; pp. 241-251.

® © 2020 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access
@ article distributed under the terms and conditions of the Creative Commons Attribution
[

(CC BY) license (http://creativecommons.org/licenses/by/4.0/).

213






a“r sustainability m\p\py

Atrticle
Social Entrepreneurial Intention and the Impact of
COVID-19 Pandemic: A Structural Model

Inés Ruiz-Rosa "*, Desiderio Gutiérrez-Tafio % and Francisco J. Garcia-Rodriguez 2

1 Departamento de Economia, Contabilidad y Finanzas, Facultad de Economia, Empresa y Turismo,

Universidad de La Laguna, 38071 San Cristobal de la Laguna, Santa Cruz de Tenerife, Spain
Departamento de Direccién de Empresas e Historia Econémica, Facultad de Economia, Empresa y Turismo,
Universidad de La Laguna, 38071 San Cristébal de la Laguna, Santa Cruz de Tenerife, Spain;
dgtano@ull.es (D.G.-T.); fgarciar@ull.es (E].G.-R.)

*  Correspondence: ciruiz@ull.es

Received: 23 July 2020; Accepted: 25 August 2020; Published: 27 August 2020

Abstract: The interest in promoting social entrepreneurship projects lies in their ability to develop
innovative solutions to social and environmental problems. This ability becomes even more important
in situations of global crises such as that arising from COVID-19. Based on the Theory of Planned
Behavior (TPB), an explanatory structural model of social entrepreneurial intention was tested, and the
impact of the COVID-19 crisis on this intention was evaluated. To do this, a quantitative investigation
was conducted using a survey of Spanish university students, obtaining a total of 558 responses: 324
before the COVID-19 crisis and 234 during the crisis period (February and June 2020). The results
obtained make it possible to validate the explanatory model of social entrepreneurial intention from
the perspective of the TPB. In addition, it shows that social entrepreneurial intention decreases in
times of deep socioeconomic crises and high uncertainty, such as that caused by COVID-19.

Keywords: social entrepreneurial intention; social entrepreneurship; COVID-19; theory of
planned behavior

1. Introduction

The need to solve social and environmental problems in an innovative way and generate social
value is increasingly necessary not only by the public sphere but also by private initiatives [1-3]. In this
sense, Horne et al. [4] find that entrepreneurship has great potential to contribute to the Sustainable
Development Goals (SDGs).

In this sense, social and environmental entrepreneurship refers to an enterprise project whose
objective is to solve a social and/or environmental problem. Moreover, Maer and Noboa [5] understand
social entrepreneurship as a process that involves people (social entrepreneurs) who show a tendency
toward a specific type of behavior (social entrepreneurship behavior) and who try to carry out that
behavior to achieve a tangible result (a social enterprise). The application of the talent, experience,
and resources of entrepreneurs in solving social and environmental problems has become a great
competitive advantage in many countries [6,7].

Despite growing interest in the concept of social entrepreneurship [8], there is still no clear
academic consensus regarding the conceptual delimitation of the term itself, as well as the most
appropriate theoretical approach for its analysis, including its antecedents [1,9-12]. Likewise, taking
into account the importance of this type of entrepreneurship to mitigate the consequences of economic
crises [13], it is necessary to know how such situations affect the behavior or social entrepreneurship
intentions of individuals.

Considering the above, this study had a dual objective. On the one hand, to delimit an
explanatory structural model of social entrepreneurial intention, analyzing the relationships between
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this variable and its antecedent variables. On the other hand, the study also aimed to test the effect of
a socio-economic crisis with a high level of uncertainty, such as that posed by COVID-19 on social
entrepreneurial intention.

To do this, this study first defined the concept and scope of social entrepreneurship. Next,
the perspective of the Theory of Planned Behavior (TPB, hereafter) was used to try to delimit the
formation of social entrepreneurial intention [14,15]. This theory proposes that entrepreneurial
intention depends on the influence that three variables have on it: personal attitude, subjective norms,
and perceived behavioral control [15].

The structural model defined was thus empirically tested using a sample of university students, as
this population is considered one of the most sensitive to the development of social entrepreneurship
projects [9]. The TPB was applied to social and/or environmental entrepreneurial intention, and the
model was analyzed for two different periods: before the COVID-19 crisis, and during the pandemic
period. A quantitative study was conducted using a survey of university students (University of La
Laguna, Spain) obtaining a total of 558 responses: 324 before the COVID-19 crisis and 234 during the
crisis period (February and June 2020). This allowed us to analyze whether the crisis had had a positive
or negative impact on the social and/or environmental entrepreneurial intention of the sample.

This paper is organized as follows. In the next section, we present the theoretical context and the
hypotheses to be tested in relation to the characterization of social entrepreneurial intention and the
relation between crises and social entrepreneurial intentions. We subsequently describe the research
model as well as sample selection and data collection before reporting the main results. Finally,
we conclude with a discussion of results, theoretical and practical implications, limitations, and our
main conclusions for further research.

2. Theory and Hypotheses

2.1. TPB and Social Entrepreneurial Intention

There is a growing interest, both by academic and government institutions, in promoting social
and/or environmental entrepreneurship [3,5,11,16,17]. This is justified because these entrepreneurial
projects can provide solutions to social and environmental problems in ways that are often more
efficient and sustainable than those developed by the public sector [18]. Likewise, Ferri and Urbano [2]
state that the social and/or environmental problems emerging in many countries, both developed and
developing, have increased the importance of social and/or environmental entrepreneurship as an
option to generate social value through social innovation [19,20].

However, despite this growing interest, there is still no clear academic consensus regarding the
concept of social entrepreneurship and how to identify and measure it [1,9-12]. In this work, the concept
of social entrepreneurship requires social and/or environmental entrepreneurs. The motivation of
these entrepreneurs plays a fundamental role. Thus, while traditional entrepreneurship aims to
generate profits, social entrepreneurship aims to solve a social and/or environmental problem [5,11,21].
These entrepreneurs are motivated by a strong desire to generate social value [5,22], they are able to
identify opportunities focused on solving social and/or environmental problems [23,24] and, therefore,
have a collective, and not an individualistic, view of reality [25]. This same author [25] introduces the
term “sustainable social value”. This concept of sustainability refers to the intention to maintain social
activity over time, which, in turn, requires generating business activity with the aim of guaranteeing
financial sustainability [26].

In short, social and/or environmental entrepreneurship projects are hybrid models [1,19,27-29]
that function like traditional companies but incorporate an objective of a social and/or environmental
nature [30]. Since social entrepreneurs are facing social and/or environmental challenges, it is important
to understand the variables relating to social entrepreneurial intentions in order to stimulate those
variables [31]. For this reason, it is a priority to know the formation process of social entrepreneurial
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intention, since it constitutes the previous step to the implementation of any entrepreneurship project
and is the best predictor of actual entrepreneurship [14,15,32,33].

Along these lines, the TPB [14,15], used by Krueger and Carsrud [34] to build their entrepreneurial
intention model, has become the model that best describes the entrepreneurial process [35] to the
degree that it explains the entrepreneurial intention from the interaction, precisely, between personal
and social factors. This same model has also been used by Forster and Grichnik [36] to explain the
formation of social entrepreneurial intention. Prieto [37] defines social entrepreneurial intention as the
purpose that a certain person manifests in starting a social company with the aim of generating social
value through innovation.

The TPB proposes that entrepreneurial intention depends on the influence that three variables
have on it: personal attitude, subjective norms, and perceived behavioral control [15]. Using this model,
multiple academic studies have been carried out that try to analyze the formation of entrepreneurial
intention and the relationship with its antecedents (e.g., [38—42]).

In this sense, personal attitude, according to the TPB [14], will depend on the assessment, positive or
negative, that a certain person has in relation to the possibility of developing an entrepreneurial project.
Indeed, there are several studies that find a positive relation between attitude and entrepreneurial
intention (e.g., [39-41]). In our case, as we are analyzing social entrepreneurship, this assessment will
be related to social entrepreneurial intention, thus it would be logical to think that:

Hypothesis 1 (H1). There is a positive relationship between social entrepreneurship attitude and social
entrepreneurial intention.

On the other hand, subjective norms refer to the perceived social pressure to carry out, or not,
a certain behavior, therefore this element becomes the main reflection of social and cultural values.
An estimation of the subjective norm is obtained from the analysis of two variables: the beliefs about
how other significant persons think that the individual should behave (normative beliefs) and the
motivation that refers to the general tendency that exists in complying with the norms of a group
taken as a reference [43]. In this sense, there is a diversity of results when it comes to justifying the
relationship between subjective norms and entrepreneurial intention. While some studies have found
a significant relation between both [44,45], others have not obtained any relation [46,47].

However, it would be reasonable to expect a positive relationship between this variable and
social entrepreneurial intention to the extent that we understand that entrepreneurs are affected by the
opinions of people linked to their closest environment about their social entrepreneurial intentions [48].
Following this reflection, the second hypothesis is proposed.

Hypothesis 2 (H2). There is a positive relationship between subjective norms and social entrepreneurial intention.

Finally, perceived behavioral control refers to the greater or lesser difficulty that a person perceives
in performing the action in relation to his or her abilities to control the behavior [49]. Perceived
behavioral control is linked to the self-perception of personal abilities and, therefore, is associated with
the concept of self-efficacy [50]. In this sense, Smith and Woodworth [51] recognize that a person with a
high social entrepreneurial self-efficacy will tend to act more persistently in their goal of creating social
value. Therefore, it can be understood that the self-perception of the personal capacity to perform a
certain action significantly influences the intention to do that action [44,47]. Following this logic of
reasoning, the third hypothesis of this work is proposed.

Hypothesis 3 (H3). Perceived behavioral control positively influences social entrepreneurial intention.
Finally, following Heuer and Lifidn [52] and Lifian and Santos [53], it can be understood

that subjective norms represent a form of social capital that could influence the perception of the
entrepreneurial person’s personal attitudes and perceived behavioral control. It is for this reason that it
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seems logical to assume that there could be a positive relationship between subjective norms and social
entrepreneurship attitude and between subjective norms and perceived behavioral control linked to
the perception of the personal capacity to develop a project [35,48]. To measure these relationships,
the fourth and fifth hypotheses of this paper are proposed.

Hypothesis 4 (H4). There is a positive relationship between subjective norms and social entrepreneurship attitude.

Hypothesis 5 (H5). There is a positive relationship between subjective norms and perceived behavioral control.

2.2. Crises and Social Entrepreneurship

For Hundt et al. [54], the intention to start up an entrepreneurial project is conditioned, in addition
to individual characteristics, by the conditions of the economic context, an aspect that must be taken
into account to explain entrepreneurial intention, as well as its antecedents [55].

On the other hand, the promotion of entrepreneurship is one of the measures usually considered
as a response to situations of economic crises [9], although according to the results obtained by Devece
et al. [55], entrepreneurship out of necessity in situations of economic recession is less effective than
that arising from the recognition of opportunities. In this sense, Aparicio et al. [56] find a positive
relationship between the generation of entrepreneurial projects by opportunity and the economic
growth of a given territory. This is why the development of entrepreneurial projects that take advantage
of opportunities generates regional economic growth that is greater than that of entrepreneurship for
necessity, since, while the latter is limited to solving short-term problems, opportunities can have a
long-term impact [55].

Therefore, it would be essential in periods of recession to promote the creation of new businesses,
focused on identifying opportunities, with the aim of encouraging economic activity [57]. In the special
circumstances of the impact of the COVID-19 crisis, Maritz et al. [58] recognize that entrepreneurs
will be key figures during and after the health crisis. Along these lines, [59] point out that the health
requirements arising from the pandemic have facilitated the emergence of new business opportunities
such as flexible manufacturing, online education, food safety, emergency management, analysis of
medical care, care of the elderly, interest in healthy living, telemedicine, cultural services, adaptation of
supply chains, remote communication, entertainment or fitness platforms, and the design of smarter
cities, among others. Many of these business options could become opportunities for the development
of social entrepreneurship projects, in accordance with the definition given above, which focus on
solving social and/or environmental problems [23,24].

In short, fostering social entrepreneurship in these circumstances becomes a fundamental tool for
generating social and/or environmental change [13]. However, according to the results obtained by
Hundt et al. [54] when analyzing the impact of the 2008/2009 crisis on entrepreneurship, the context in
which the entrepreneurs find themselves can affect their behavior. Indeed, among the conclusions
obtained from the Global Entrepreneurship Monitor project [60], the rate of nascent entrepreneurship
decreased notably during the period of 2008-2010 in the countries most affected by the crisis. Devece et
al. [55] also conducted a comparative study of new company creation in Spain between 2005 and 2007
and 2008 and 2010, observing that the number of new companies created fell from 400,000 in the first
period to 300,000 in the second. Therefore, following Arrighetti et al. [61], the perception of a crisis as a
barrier negatively affects entrepreneurial intention, which leads to the last hypothesis of this work:

Hypothesis 6 (H6). Social entrepreneurial intention is lower during COVID-19 than before.
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3. Empirical Study

3.1. Research Model

Based on what was stated in the previous section, we tested, on the one hand, the suitability
of a structural model of social entrepreneurship based on Ajzen’s TPB [14] and, on the other hand,
the impact of the COVID-19 crisis on social entrepreneurial intention.

In this sense, the construct “entrepreneurial intention” was conceptualized as a latent variable
depending on three others: the attitude toward social entrepreneurship, subjective norms, and perceived
behavioral control. Finally, the crisis variable COVID-19 was added to the model.

Thus, our research model includes five factors (see Figure 1): social entrepreneurship attitude,
subjective norms, perceived behavioral control, social entrepreneurial intention, and crisis variable
COVID-19. Each factor was measured with multiple items. All items were adapted from extant
literature to improve content validity.

Crisis
COVID-19

Social
Entrepreneurship
Attitude (SEA)

Subjective
Norm (SN}

Entrep ial
Intention (SEI)

Perceived
Behavioral
Control
(PBC)

Figure 1. Research model.

3.2. Measures

A quantitative research design was used for this study through a survey of university students,
as, according to the Global Entrepreneurship Monitor (GEM) Report on Social Entrepreneurship [62],
this type of entrepreneurship is closely associated with young change-makers, who are idealistic in
nature. In fact, the results of the GEM report show there is a greater representation of incipient social
entrepreneurs than commercial entrepreneurs among young people between 18 and 34 years old.
More specifically, according to Capella-Peris et al. [9], higher education students are one of the most
relevant populations for the development of social and/or environmental projects.

The questionnaire developed for the study was structured in three parts. The first part introduced
the context. The second part included the items of the constructs of the proposed model, which were
measured by a 7-point Likert scale regarding the level of agreement (1 = Strongly disagree to 7 = Strongly
agree). In the last part of the questionnaire, classification data were collected: gender, age, studies,
and academic year. We included a definition of social and/or environmental entrepreneurship projects
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in the survey. We proposed that there could be hybrid models that function like traditional companies
but incorporate an objective of a social and/or environmental nature.

The questionnaire was sent to the students by their teachers in February 2020 and in May 2020.

Regarding the items used (Table 1), Armitage and Conner [63] propose three different approaches
to measure entrepreneurial intention. One of them is based on the desire to perform an action, another
on the probability of performing the action, and the last one centered on the intention to perform
said action. These authors corroborate that the latter is slightly more efficient in predicting behavior.
To measure social entrepreneurship attitude and subjective norms, the scales proposed by Lifidn and
Chen [49] were used. The items used to measure social entrepreneurship attitude are supported both
by affective considerations (developing social and/or environmental entrepreneurship projects can be
an attractive activity that could generate satisfaction) and other more objective aspects. Those linked
to subjective norms refer to the perception that entrepreneurs may have about what people close to
their environment (family, friends, colleagues) think about their interest in developing a social and/or
environmental entrepreneurship project. Finally, to measure perceived behavioral control, the six items
proposed by Zhao et al. [64] were used; they refer to the entrepreneur’s ability to identify opportunities,
offer new products and services, manage projects, and have contact networks and leadership skills.

Table 1. Construct and associated items.

SEI Social Entrepreneurship Intention

Indicate your level of agreement with the following sentences

SEI1 I am willing to do anything to start a social project.
SEI2 My professional goal is to become a promoter of social projects.
SEI3 I'am determined to create a social project in the future.
SEA Social Entrepreneurship Attitude
Indicate your level of agreement with the following sentences
SEA1 Being a social entrepreneur has more advantages than disadvantages for me.
SEA2 A career as a promoter of social projects is attractive to me.
SEA3 Promoting social projects would be a great satisfaction for me.
SN Subjective Norms
If you decided to create a social project, would people in your close environment approve of that decision?
SN1 Your closest family.
SN2 Your friends.
SN3 Your study partners.
PBC Perceived Behavioral Control
To what extent do you agree with following statements regarding your entrepreneurial abilities?
PBC1 Identify new opportunities.
PBC2 Create new products and services.
PBC3 Apply my personal creativity.
PBC4 Be a leader and communicator.
PBC5 Create a network of professional contacts.
PBC6 Successfully organise/manage a project.

Scale 1 to 7 (1 = Strongly disagree to 7 = Strongly agree).

3.3. Sample Selection and Data Collection

Data were obtained from the same students in two phases: the first one prior to the COVID-19
crisis in February 2020 and the second one in full crisis, in June 2020. The information was collected
through a self-completed online questionnaire using the Lime Survey platform (version 3.6.3). Students
at the University of La Laguna (Spain) were sent the links to the online questionnaire twice in each
phase by email. These students belong to the following degrees: Building and Civil Engineering,
Social Work, Industrial Relations, and Accounting and Finance. A total of 558 responses were obtained:
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324 (58%) before the crisis (response rate 21%) and 234 (42%) responses in the crisis period (response
rate 15%).

To verify that the sample size was sulfficient, G*Power [65] was used, which suggests that for the
test of the proposed model (Figure 1), a minimum sample of 129 individuals is required for a statistical
power of 0.95. Therefore, it can be safely concluded that the sample size used was much larger than
required for the purposes of this study.

Table 2 shows the profile of the respondents. Most of the responses obtained corresponded
to women, 66.3%, and the largest number of questionnaires were completed by first-year students
and the least in the last year of the degree, both of which correspond to the distribution of the
analyzed population.

Table 2. Profile of respondents.

Gender Total Before (February) COVID-19  During (June) COVID-19
Female 66.3% 67.6% 64.5%
Male 33.7% 32.4% 35.5%
Degree studies
Building and Civil Engineering 26.6% 23.7% 30.6%
Social Work 33.3% 36.1% 29.3%
Industrial Relations 18.4% 19.9% 16.4%
Accounting and Finance 21.7% 20.3% 23.7%
Academic year
1st 54.3% 54.9% 53.4%
2nd 19.5% 20.7% 17.9%
3rd 22.4% 21.3% 23.9%
4th 3.8% 3.1% 4.7%
Total sample 558 324 234
(58%) (42%)

3.4. Method of Analysis

To analyze the proposed theoretical model and test the hypotheses, the Partial Least Squares
(PLS-SEM) technique was used, with the Smart PLS software v.3.3.2 [66]. The analysis of the
measurement model involved the reliability and validity of the constructs, as well as the structural
model through R?, the path coefficients, the confidence intervals, and the values of the Standardized
Root Mean Square (SRMR) as a measure of approximate fit of the model for PLS-SEM [67]. A Common
Method Bias (CMB) assessment was also performed.

Likewise, to identify the differences between social entrepreneurial intention before and during
the COVID-19 crisis, a Student’s t-test was carried out for differences in the means of construct values.

4. Results

4.1. Descriptive Analysis

From a descriptive analysis of the results, it can be seen (Table 3) that there is a clear social
entrepreneurial intention on the part of the investigated population, with the mean of the items of the
construct being slightly above the midpoint of the scale, between 4.50 and 4.78 (scale from 1 to 7).

The subjective norms or level of perceived support of the social environment for social
entrepreneurial intention is high, with the items of this latent variable being between 5.54 and
5.93. Table 3 shows the results of the descriptive analysis (mean and standard deviation) of the items
of the constructs of the proposed model. Social entrepreneurship attitude is also above the midpoint of
the scale, and the average of the items is between 4.66 and 5.17. Similarly, perceptions of self-capacity
and competencies (perceived behavioral control) to implement social entrepreneurship initiatives are
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high, with the indicators measured for this latent variable being between 4.72 and 5.23, always above
the midpoint of the scale, which ranges from 1 to 7.

Table 3. Descriptive analysis.

Constructs and Associated Items Mean Standard Deviation
SEI Social Entrepreneurial Intention
Indicate your level of agreement with the following sentences:
SEI1 I am willing to do anything to start a social project. 4.68 1.336
SEI2 My professional goal is to become a promoter of social projects. 4.50 1.424
SEI3 I am determined to create a social project in the future. 4.78 1.335
SEA Social Entrepreneurship Attitude
Indicate your level of agreement with the following sentences:
SEA1 Being a social entrepreneur has more advantages than disadvantages for me.  4.66 1.283
SEA2 A career as a promoter of social projects is attractive to me. 4.76 1.366
SEA3 Promoting social projects would be a great satisfaction for me. 5.17 1.285
SN Subjective Norms
If you decided to create a social project, would people in your close environment approve of that decision?

SN1 Your closest family. 5.93 1.270
SN2 Your friends. 5.93 1.109
SN3 Your study partners. 5.54 1.259
PBC Perceived Behavioral Control

To what extent do you agree with the following statements regarding your entrepreneurial abilities?
PBC1 Identify new opportunities. 5.05 1.121
PBC2 Create new products and services. 4.73 1.169
PBC3 Apply my personal creativity. 5.23 1.194
PBC4 Be a leader and communicator. 5.05 1.305
PBC5 Create a network of professional contacts. 4.72 1.148
PBC6 Successfully administer/manage a project. 511 1.110

Scale 1 to 7 (1 = Strongly disagree to 7 = Strongly agree).

4.2. Assessment of the Global Model

The results revealed SRMR model fit values of 0.058, with values lower than 0.08 being considered
acceptable for PLS-SEM [67].

Additionally, the CMB has been used along with Harman'’s single-factor approach [68]. A CMB is
present if a single or general factor seems to represent the majority of the variance. A non-rotational
factor analysis using the eigenvalue criterion greater than one revealed three different factors that
represented 63.9 percent of the variance. The first factor captured 36.9 percent of the variance in the
data. Since no single factor emerged and the first factor did not account for most of the variance,
the CMB does not appear to be a problem.

It has also been verified that there are no indications of multicollinearity between the antecedent
variables of each of the endogenous constructs since all the VIF (Variance Inflation Factor) values are
less than 5.

4.3. Measurement Model Assessment

The individual reliability of the indicators of the constructs, formulated in the reflective Mode A,
is assessed by examining the loadings (A) of the indicators with their respective construct. As shown
in Table 4, all item loadings in the final measurement model are greater than 0.707 [69]. In Table 4,
the reliability of the construct is analyzed, and it is observed how all the values of Cronbach’s Alpha
and of the composite reliability [70] are above the minimum cut-off point of 0.70 [71].
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Table 4. Assessment results of the measurement model.

Cronbach’s Composite Average Variance
Alpha Reliability =~ Extracted (AVE)

Social Entrepreneurial Intention 0.893 0.934 0.824

Constructs and Associated Items Loading

Tam willing to do anything to start

SEI1 . g 0.907
a social project.
SEI2 My professional goa} is to 1-3ecome 0.908
a promoter of social projects.
SEI3 Tam determined to create a social project in 0.908
the future.
Social Entrepreneurship Attitude 0.853 0.911 0.773
Being a social entrepreneur has more
SEAL advantages than disadvantages for me. 0848
SEA2 A careeras a promoter of social projects is 0910
attractive to me.
SEA3 Promoting soc1.a1 projects would be a great 0.878
satisfaction for me.
Subjective Norms 0.823 0.895 0.739
SN1 Your closest family. 0.845
SN2 Your friends. 0.910
SN3 Your study partners. 0.821
Perceived Behavioral Control 0.836 0.878 0.547
PBC1 Identify new opportunities 0.815
PBC2 Create new products and services. 0.799
PBC3 Apply my personal creativity. 0.719
PBC4 Be a leader and communicator. 0.701
PBC5  Create a network of professional contacts. 0.734
PBC6  Successfully administer/manage a project. 0.714

All latent variables achieve convergent validity since their AVE measurements exceed the level of
0.5 [71]. The discriminant validity was assessed by using the recommended approach of Fornell and
Larcker [71] and examining the heterotrait-monotrait (HTMT) of the correlations, which is considered
a stricter criterion [72].

The results in Table 5 show that the constructs examined exceeded the requirements of Fornell
and Larcker [71] since all the correlations were less than the square of the AVEs and also the
heterotrait-monotrait (HTMT) of the correlations (values less than 0.85 [73], which is considered a
stricter criterion [72]). Therefore, the measurement model was considered satisfactory and provided
sufficient evidence in terms of reliability and convergent and discriminant validity.

Table 5. Result of discriminant validity.

Constructs SEA PBC SN SEI
Fornell-Larcher [69]
SEA 0.879
PBC 0.287 0.739
SN 0.365 0.153 0.860
SEI 0.727 0.349 0.358 0.908
Heterotrait-Monotrait Ratio (HTMT)
SEA
PBC 0.334
SN 0.434 0.174
SEI 0.829 0.389 0.418

Note: The square root of AVEs is shown diagonally in bold.
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4.4. Structural Model Assessment

The path coefficients (standardized regression coefficients) show the estimates of the structural
model relationships, that is, the hypothesized relationships between constructs. The significance
of the effects was assessed by bootstrapping [74]. Since the hypotheses specify the direction of the
relationship of the variables, a one-tailed Student’s t-distribution with n-1 degrees of freedom, where n
is the number of subsamples, was used. There were 5000 samples made [75] with the number of
cases equal to the number of observations in the original sample. To assess the significance of the
relationships, in addition to bootstrapping, confidence intervals were analyzed [76].

As can be seen in Table 6 and Figure 2, the personal attitude toward social entrepreneurship has
the greatest significant relationship with social entrepreneurial intention (H1: 3 = 0.647, p < 0.001).
Subjective norms (H2: 3 = 0.097, p < 0.01) and perceived behavioral control (H3: § = 0.147, p < 0.001)
also have a positive and significant relationship with social entrepreneurial intention, although the
latter relationship has lower direct influence.

Table 6. Results of hypothesis testing.

Path Si T Confidence Confidence Supported
Coefficient 8 Statistics Intervals Intervals Bias pp
Hypothesis1 ~ SEA -> SEI 0.647 i 21.156 [0.594; 0.695]  [0.594; 0.695] Yes/Yes
Hypothesis2 SN -> SEI 0.097 o 2.96 [0.042; 0.151]  [0.041; 0.150] Yes/Yes
Hypothesis3 ~ PBC -> SEI 0.147 ok 4271 [0.092; 0.205]  [0.089; 0.202] Yes/Yes
Hypothesis4 SN -> SEA 0.356 i 8.22 [0.283; 0.428]  [0.279; 0.423] Yes/Yes
Hypothesis 5 SN -> PBC 0.156 il 3.357 [0.084;0.235]  [0.077; 0.228] Yes/Yes

Bootstrapping using 5000 subsamples one-tailed t Student: ns: non-significant; ** p < 0.01; *** p < 0.001; t (0.05; 4999)
= 1.645; t (0.01; 4999) = 2.327; t (0.001; 4999) = 3.092; Confidence Intervals [5-95%].

Social
Entrepreneurship
Atitude (SEA)

H1: 0647 ==

H4:0.356 ™

H2: 0.097 =

Social

Intention (SEI}

H5: 0.156 ==

H3: 0.147 ===
Perceived
Behavioral
Control
(PBC)

Figure 2. Results of analysis for social entrepreneurial intention. ns: non-significant; ** p < 0.01;
% p < 0.001.

The indirect relationship of subjective norms or social influence on social entrepreneurial intention
was also tested through social entrepreneurship attitude (H4: $ = 0.356, p < 0.001) and perceived
behavioral control (H5: 3 = 0.156, p < 0.001) with indirect effects as seen in Table 7.

As stated above and in relation to the first aim of this work, to analyze the relationships between
the variables identified as antecedents of social entrepreneurial intention, the hypotheses of the model
are confirmed (H1, H2, H3, H4, and H5), although H2 is the weakest due to its low contribution
and significance.
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Therefore, we can affirm that there is a positive relationship between social entrepreneurship
attitude, subjective norms, and perceived behavioral control and social entrepreneurial intention.
In addition, there is a positive relationship between subjective norms and social entrepreneurial intention
through the relationship with social entrepreneurship attitude and perceived behavioral control.

Table 7. Total, direct, and indirect effects.

Direct Effects Specific Indirect Effects Total Effects
SEA -> SEI 0.647 0.647
PBC -> SEI 0.147 0.147
SN -> SEA -> SEI 0.230
SN -> PBC -> SEI 0.023
SN -> SEI 0.097 0.350
SN -> SEA 0.356 0.356
SN -> PBC 0.156 0.156

The coefficient of determination (R?) represents a predictive power measure that indicates the
amount of variance of a construct that is explained by the predictor variables of the endogenous
construct in the model. The proposed model explains 55.4% of social entrepreneurial intention, 12.7% of
social entrepreneurship attitude, and 2.4% of perceived behavioral control (Table 8).

Table 8. Decomposition of variance, predictive relevance, and effect size.

Path Coefficient  Variable Correlation R? Q2 2

Social entrepreneurship intention 55.4%  0.451

SEA -> SEI 0.647 0.724 46.8% 0.765

SN -> SEI 0.097 0.350 3.4% 0.018

PBC -> SEL 0.147 0.352 5.2% 0.044
Attitude toward social entrepreneurship 12.7%  0.096

SN -> SEA 0.356 0.356 12.7% 0.145
Perceived behavioral control 2.4% 0.012

SN -> PBC 0.156 0.156 2.4% 0.025

Effect f2: <0.15 small; <0.35 moderate; >0.35 large.

Additionally, indicator f? (Table 8) evaluates the degree to which an exogenous construct contributes
to explain a specific endogenous construct in terms of R? [77].

We observe that the relationship between subjective norms and entrepreneurial intention has a
small effect size, thus its influence is limited. The relationships between subjective norms and perceived
behavioral control, as well as between perceived behavioral control and social entrepreneurial intention,
also have a small effect size.

On the other hand, as a criterion to measure the predictive relevance of the constructs,
the Stone-Geisser test was used [78,79], observing in Table 8 that the Q? values are greater than
zero, which indicates that the model has predictive potential.

4.5. Assessment of the Relationship between COVID-19 and Social Entrepreneurial Intention

To test the influence of the health crisis caused by COVID-19, a t-test was carried out for the mean
differences of the items of the social entrepreneurial intention construct measured in two periods:
before the crisis and during the crisis.

Table 9 shows that all the items that make up the latent variable have a significantly lower value
during the crisis than before the crisis, thus it can be concluded that social entrepreneurial intention
has decreased, confirming hypothesis 6.
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Table 9. t-Test of the mean differences of the social entrepreneurial intention.

Before (February) ~ During (June)

Social Entrepreneurial Intention COVID-19 COVID-19 Dif. Sig.
Tam willing to do anything to start a social project. 4.78 4.55 -024 0.039 **
My professional goal is to become a promoter of social projects. 4.60 4.37 -023  0.063 *
Tam determined to create a social project in the future. 491 4.62 =029 0.011 *

Scale 1 to 7 (1 = Strongly disagree to 7 = Strongly agree). Level of significance: <0.05 **; <0.1 *; no significance “ns”.

5. Discussion and Conclusions

This work analyzed, using the perspective of Ajzen’s TPB [14], the relationship between the
antecedent variables that make up this model and social entrepreneurial intention. Subsequently,
the impact of the COVID-19 crisis on social entrepreneurial intention was measured.

From the analysis of the relationships between the variables considered as predictors of social
entrepreneurial intention (social entrepreneurship attitude, subjective norms, and perceived behavioral
control) and the performance of the behavior (social entrepreneurial intention), it is observed that
hypotheses 1, 2, and 3 are fulfilled, with hypothesis 2, regarding the incidence of subjective norms,
being the one with a weaker significance.

This assumes that there is a positive relationship between the social entrepreneurship attitude
of university students [80] and their social entrepreneurial intention. In addition, there is a positive
relationship between the perceived behavioral control of university students” ability to carry out social
projects and their social entrepreneurial intentions. This confirms that the more positive the perceptions
about one’s own abilities are, the stronger the social entrepreneurial intention will be.

Regarding the weak relationship between university students’” subjective norms and social
entrepreneurial intention, this result coincides with that obtained in previous works by various authors
such as Lifian and Chen [49], Autio et al. [46], and Krueger et al. [47], who used the TPB to measure the
relationship between the variables that predict entrepreneurial intention. Lifian and Chen [49] suggest
the non-significance of the relationship between subjective norms and entrepreneurial intention is due
to the impact that this motivational factor has on this type of decision. In this case, it seems that the
altruism that motivates the development of social and/or environmental projects [21] is more intense
than the importance that the entrepreneurs themselves give to the perception of the opinions that their
immediate environment has on the development of their project.

Hypotheses 4 and 5 were intended to measure the influence of subjective norms on social
entrepreneurial intention through their relationship with social entrepreneurship attitude and perceived
behavioral control. Both hypotheses are fulfilled, observing that there is more influence of subjective
norms on social entrepreneurship attitude than on perceived behavioral control. This indicates that the
perception of the opinions that people close to the individual have regarding the implementation of
social and/or environmental projects affects more the attitude toward the behavior than the perception
of their own ability and training for carrying out the entrepreneurial behavior.

The results that confirm hypotheses 1, 3, 4, and 5 of this work coincide with those obtained
by Kruse [35]. This author analyzes, among other things, the direct and indirect effects on social
entrepreneurial intention of antecedent variables according to Azjen’s TPB [14]. In the case of hypothesis
2, which analyzes the impact of subjective norms on entrepreneurial intention, Kruse [35] obtains
a non-significant result. Kruse’s [35] study is applied to a total of 335 German promoters of social
entrepreneurship projects. However, in the work of Tiwari et al. [48], in which Ajzen’s TPB is applied
to a sample of 390 students from the main technical universities in India, a positive impact, but of
weak significance, is obtained for subjective norms in relation to entrepreneurial intention. These two
different results show that the effect of the opinions from the environment (family, friends, colleagues)
on social entrepreneurial intention is more relevant in people with entrepreneurial experience than
in university students, with attitudes more prone to this type of initiative, in the line pointed out by
Capella-Peris et al. [9].
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Regarding the impact of the COVID-19 health crisis, it is observed that social entrepreneurial
intention decreases after the pandemic. This result is explained to the extent that, following Kasych et
al. [81], among the external barriers that exist linked to the development of social projects are those
of an economic nature. It also coincides with the results obtained for traditional entrepreneurship in
times of crisis (e.g., Devece et al. [55]) for which a clear negative impact is manifested.

In summary, and according to our results and also those obtained by Kruse [35], it seems that Ajzen’s
TPB [14] constitutes an ideal perspective to explain the formation of social entrepreneurial intention,
taking into account the incidence of its antecedents, both directly and indirectly. Moreover, it is verified
that the impact of subjective norms on entrepreneurial intention through social entrepreneurship
attitude is more important than through perceived behavioral control.

In addition, despite the importance of promoting the creation of social entrepreneurship projects
with the aim of providing innovative solutions to social and environmental problems, a situation of
economic recession becomes a relevant barrier in the implementation of this type of enterprise.

In practice, the results obtained suggest the desirability of promoting the development of social
entrepreneurship projects within the educational field, especially in university education, to the extent
that at these ages, the promotion of social motivation may have the greatest impact. In this sense, it has
been proven that the altruism associated with the social entrepreneurial intention of young people
is more intense than the perceived opinions of their immediate environment on the development of
their project.

The above coincides with what was pointed out by Tiwari et al. [48] in the sense that social
entrepreneurship attitude is one of the variables that should be promoted in educational systems since
its impact on entrepreneurial intention is greater than perceived behavioral control.

At the same time, it is logical to think that in an economic and social crisis climate, entrepreneurial
intention decreases, since uncertainty generates a negative impact on the development of such
intentions. In this sense, it would be interesting to develop educational actions that promote, especially
among university students, the ability to identify entrepreneurial opportunities in the social field,
even in times of economic crisis, taking into account that entrepreneurship by opportunity generates a
greater impact in the long-term [56].

On the other hand, in the paper of Zaremohzzabieh [82], two alternative models were proposed
and then evaluated, suggesting alternative formulations of the antecedents of social entrepreneurial
intention by modifying the relationships between key TPB constructs and intentions. The findings
revealed that the strength of the two models enriches the TPB through additional factors. This could
be an upcoming challenge for a future extension of our work.

Fiore et al. [83] show the importance of creating teams with different competencies, cognitive and
decision-making skills in entrepreneurship education. The creation of multidisciplinary teams could
also be a good option for subsequent studies on social entrepreneurship.

Finally, it would be valuable to train university students in the ability to identify business
opportunities despite possible situations of economic and social crises. This effort must be accompanied
by public policies focused on facilitating the implementation of this type of initiative.

This study has certain limitations that open new research avenues. First, the sample used was
made up of university students from one European country, as is commonly used in research into
entrepreneurial intention, taking into account that higher education students could be included in
the millennial generation, who share similar attitudes, perceptions, and experiences. Thus, having
similar characteristics, it is possible to generalize the conclusions obtained [84]. However, to add more
value to this line of research, it is proposed to extend the analysis carried out here to broader samples
in order to test the model of formation of social entrepreneurial intention among students not only
from other nationalities but from different academic fields and cultural backgrounds. The results
obtained would also help personalize the training linked to the development of social entrepreneurship
projects to obtain better results. Second, the research has been transversally designed, obtaining
data from two periods: before the COVID-19 crisis and during the pandemic period. To develop
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causal inferences, further empirical studies would be necessary that analyze the post-pandemic period.
Finally, it would be useful to perform other studies including some control variables such as if students
have previously participated in an entrepreneurship training course [85], entrepreneurial antecedents
of their parents, etc.
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Abstract:  Students’ start-ups are making a significant contribution towards sustainable
entrepreneurship development.  Thus, this article examines the obstacles to sustainable
entrepreneurship amongst university students of tourism and focuses on gender difference. The
empirical analysis was based on data from 290 tourism students’ surveys accomplished in Spain, in
the period from 2012 to 2018. Descriptive statistics were used for the data analysis and a ¢-test for
gender comparison analysis. The research revealed that the students” entrepreneurial intentions did
not affect their evaluation of the barriers preventing them from creating their own businesses. The
main barriers to new business creation were mainly related to economic factors (both societal and
university related), the level of innovation in society, and the students’ self-confidence (mostly with
regard to interest and motivation). Female students were more conscious of the possible obstacles
to new business creation than male students. A significant difference between male and female
students regarding personal obstacles was explained by the fact that the females considered their
lack of entrepreneurial education as more significant than did the males. In addition, the female
students tended to need more economic and practical support than male students. Finally, practical
suggestions to encourage sustainable entrepreneurship amongst tourism students are discussed.

Keywords: sustainable entrepreneurship; tourism students; gender comparison

1. Introduction

Perhaps one of the most prominent topics of current times is sustainable development [1,2]. The
sustainable development literature defines sustainability in two main ways. Firstly, sustainability
concerns that which is to be sustained (e.g., nature, resources, and community). Secondly, sustainability
concerns that which is to be developed (e.g., economy, individuals, and society) [3,4]. Previous studies
from the entrepreneurship literature confirmed the role of small businesses in economic development,
new job creation, counteracting inflation, increased productivity, and innovation [5-10]. Following
recent research into social entrepreneurship and corporate social responsibility, and after examining
data from the Global Entrepreneurship Monitor 2019 report, it can be said that entrepreneurs also play
an essential role in providing individuals and society with non-economic gains [11]. Interdisciplinary
studies from within the sustainable development and social entrepreneurship literature have introduced
the concept of “sustainable entrepreneurship”. This research places the focus on economic, institutional,
and psychological perspectives in discussing the development of people, economy, and society [4,12].

Sustainable entrepreneurship is playing a vital role in the transition towards a more sustainable
future [2,13]. Small firms are historically the most innovative, playing an essential role in bringing
new technologies onto the market. This increases competition as a positive lever of economic
development [6,7]. Moreover, following the GEM 2019 report, social entrepreneurship is often
associated specifically with young change-makers who are idealistic in nature [11]. Entrepreneurial
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intention is widely accepted in the literature to be the critical factor affecting the actual number of
businesses started by individuals [4,5,14,15], including young entrepreneurs [16]. However, research
by the International Labour Organization [17] indicates that the young (between 15 and 24 years
old) are three times more likely than adults to be unemployed. Researchers comment that, even
when they have entrepreneurial intentions, students often desist from starting their own business
because they are affected by certain external and internal factors [14,18]. They suggest that business
organisations and universities should not only develop students’ entrepreneurial intentions, but also
support them in creating their own businesses [10,19]. Governments are implementing policies that
support young entrepreneurs [17]. Universities are introducing programmes that involve collaboration
with businesses, motivating students to develop their entrepreneurial and experiential skills [14,20,21].
The primary goal of the European Commission has for some years been to tackle youth unemployment
by increasing the number of start-ups as a key long-term performance criterion [8,21]. Thus, research
into sustainable entrepreneurship amongst the young is a priority [13,16,22,23].

The potential obstacles to new business creation as described in the literature are numerous (e.g.,
the environment, the universities, internal and personal factors, and so on) [10,15,18,24]. However,
their true impact has not really been ascertained [25]. Research demonstrates that finance-related
factors affect youth entrepreneurial intentions more than do university educational programmes [5].
However, financial incentives are not always possible in difficult economic conditions [25]. Thus, an
important area of research is dedicated to analysing the personal traits of young entrepreneurs and the
substance of university programmes with the aim of encouraging university students to start their own
businesses [15]. For instance, a lack of motivation and interest can be considered as a duel obstacle [18].
Recent studies differ in their estimation of the relative significance of different factors [14,19,20,26].
Thus, this article aims to clarify the value of each and, in keeping with the concept of sustainability,
to underline the importance of non-financial incentives in sustainable entrepreneurship amongst
tourism students.

The tourism sector is heavily dependent on entrepreneurship and cannot survive in the long
run if it is not both sustainable and entrepreneurial. However, entrepreneurship, sustainability,
and tourism are rarely linked in the research [27]. Some authors have suggested that sustainable
entrepreneurship in tourism is a means of obtaining competitive advantage through the implementation
of new technologies, an important instrument of social value creation [5,9,12,27,28]. The increasing
competition between tourist destinations and the demand for new types of tourist products and
services naturally requires involvement by the entrepreneurial sector [28]. The innovative power of
entrepreneurship can help the economy to adapt dynamically to emerging environmental changes and
sustainability challenges [6,12,28]. In addressing the importance of sustainable entrepreneurship for
the tourism sector, this research focused on examining obstacles towards new business creation among
tourism students, with a particular emphasis on gender.

The gender issue, which includes gender equality, is accepted as a topic of interest in the
sustainable entrepreneurship literature [2,29]. Increasing the number of female start-ups is a goal
for many governments, because empirical findings show that women are underrepresented in this
respect [21]. However, researchers consider gender mainly as a factor [1,29] rather than a moderator,
and overlook the gender differences analysis. In addition, studying gender differences in sustainable
entrepreneurship amongst the young in the tourist sector is specifically critical [30,31]. Although
females represent the majority of tourism students [8,15], previous studies have confirmed that female
students have lower entrepreneurial intentions than male students [30,32]. Moreover, the recent GEM
2019 report points out the lower number of female social entrepreneurs (it is estimated that 55% of social
entrepreneurs are male and 45% are female) [11]. Additionally, previous studies have demonstrated
that females are more affected by external obstacles. For example, due to the higher level of risk
avoidance, the impact of entrepreneurial oriented education programmes on females is lower [14,21,32].
Thus, with the aim of closing such a significant gap, this article compares female and male attitudes
towards the main obstacles to new business creation among students in tourism-related programmes.
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Based on the above discussion, this study aimed to review, collate, and prioritise the range of
obstacles to sustainable entrepreneurship among tourism students from a gender perspective. The main
research questions are: (1) What are the major obstacles to new business creation from the perspective
of tourism students with entrepreneurial intention? (2) Are there any differences in students’ evaluation
of financial and non-financial factors, and formal and informal factors? (3) Are there differences in the
perception of obstacles between female and male tourism students?

From the theoretical perspective, in the context of sustainable entrepreneurship research, this
study aimed to prioritise the obstacles to new business creation among tourism students. Addressing
the sustainable entrepreneurship context, the factors are grouped as financial and non-financial, formal
and informal ones. Considering the broad scope of factors that can be barriers to new business creation,
such a process will facilitate future research. In addition, in analysing the differences between male
and female students in terms of the obstacles they might face in starting businesses, the study makes a
valuable contribution to the debate, primarily because gender equity is an essential part of sustainable
entrepreneurship, and there is a higher number of female than male students in tourism university
courses [8,15].

From a practical perspective, this article aims to demonstrate the value of non-financial motivators
rather than financial ones. The former can be important in encouraging economic growth and social
development in critical economic conditions. They can provide a fillip to the tourism industry in
Spain—the country where the study was carried out—as in recent years it has been facing some
challenges [33]. Itis especially critical because tourism is the main contributor for the country’s economy.
This research aimed to show more precisely the ways innovation and development can be encouraged
in the tourism sector, which can help to solve the problems of unemployment and economic slowdown.
The comparative gender analysis can provide both government and educational institutions with
information for making more proactive decisions. Specifically, the content of motivational programmes
for female students could be revised accordingly [21]. It is specifically important because females
represent the majority of tourism students [8,15] but tend to have lower entrepreneurial intention
than males.

This article starts with a literature review, in which the main obstacles to students’ sustainable
entrepreneurship are presented. Then, the data collection and analysis are explained. Afterwards, the
results of the t-test are presented, and conclusions are drawn. The study finishes with a discussion of
practical implementations and future research lines.

2. Literature Review

2.1. Student’s Role in Sustainable Entrepreneurship in Tourism

The topic of entrepreneurship includes the study of three categories: why entrepreneurs act; how
they act; and, what happens when entrepreneurs act [18,34]. The question “why” is addressed from a
“psychological/sociological” aspect [25,34]. The question “how” is answered in terms of the managerial
behaviour of the entrepreneur and the decisions which they can take. To answer the question “what”,
the research focuses on the economic outcomes of the actions of the entrepreneur.

In turn, sustainable entrepreneurship, being a combination of two research lines (sustainable
development and social entrepreneurship), follows both economic gains and non-economic
outcomes [4,12]. Tourism is one of the economic sectors in which a high degree of involvement
by the sustainable entrepreneurial sector is needed. Due to the rapid growth in international markets
and fast-changing customer needs, diversification of tourism products and destinations is required.
Consequently, innovations are demanded in tourism [5,9,12]. The innovative and future-oriented power
of sustainable entrepreneurship helps the economy to adapt dynamically to emerging environmental
change [12,28]. However, it is important to mention that sustainable tourism entrepreneurship has been
envisioned in such a way that economic, social, and aesthetic needs can be fulfilled while maintaining
cultural heritage, essential ecological processes, biological diversity, and life support systems [28].
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Sustainable entrepreneurship addresses these issues by focusing on economic, institutional, and
psychological perspectives, so that people, economies, and societies can move towards a more
sustainable future [4].

More specifically, following the GEM 2019 report, young idealistic entrepreneurs are considered to
be most often associated with sustainable entrepreneurship [11]. Particularly, youth entrepreneurship
is accepted as a solution to the problem of unemployment [5,8,10]. Youth start-ups have innovation
potential and facilitate new technology development [1,6,24]. Growing on the topic of sustainability,
youth also have the ability to modernise society through moral cognition and social value
creation [1,5,24,35]. Existing research suggests that entrepreneurs with prior knowledge of ecological
and social environments, the perceived threats to such environments, and an altruistic attitude towards
others have a greater ability to recognise opportunities for sustainable development. Following this,
recent research has confirmed that students’ start-ups are making a significant contribution towards
economic growth, innovation, social value creation, and, in general, sustainable entrepreneurship
development [10,15,24].

In Spain, within the service sector, tourism is the main contributor to annual growth. Although
sustainable entrepreneurship is considered as a solution for the competitive problem and opportunity to
create sustainable advantage in tourism through innovation and social and regional development [12,28],
no strategy at the national level to promote that type of entrepreneurship has been developed yet.

2.2. Obstacles to Students’ Entrepreneurship

Entrepreneurial intention is one of the most important themes in discussions around youth
entrepreneurship [5,14,15,18]. Intention and behaviour are highly correlated, and it has been
widely accepted in the literature that entrepreneurial intention is directly related to the number
of new start-ups [4,5,14,15,36]. In turn, the growth of start-ups is a source of entrepreneurship
development [10,15,24]. However, the students with entrepreneurial intentions may be prevented
from starting businesses because of external (macro and micro) factors, internal factors, and personal
characteristics [10,14,18,19,22,37]. Following the theory of planned behaviour [37], personal traits such
as proactiveness, risk perception, or a lack of certain social connections (e.g., family experience with
business, family income status, ethnicity, or citizenship) may influence students in whether or not to
establish new companies [5,14,19,20,36,38—40].

As mentioned above, sustainable entrepreneurship follows both economic gains and non-economic
outcomes [4,12]. It also places the focus on economic, institutional, and psychological perspectives
in discussing the development economy and society [4,12]. Addressing this, obstacles that inhibit
students from opening businesses can be grouped into the following categories: exogenous or external
environment (financial and non-financial factors), university related formal and informal factors,
and endogenous (personal/individual) formal and informal barriers, amongst others [10,15,20,24].
Trivedi [18] made an initial attempt to put all of these elements together and to develop a new, empirically
testable model of students’ entrepreneurial intention, namely the entrepreneurial intention-constraint
model (EICM). The author based this on the theory of planned behaviour, combining three trait
variables, namely attitudes towards behaviour, perceived social norms, and perceived behavioural
control [37], with the aforesaid categories.

2.2.1. Exogenous Environment

The influence of the external/macro-environment, such as society, the government, or institutions,
on entrepreneurial activity can be felt in government financial support, norms, rules, administrative
procedures, cultural influences, technological development, availability of relevant education, economic
incentives, and so on [5,15,41].

Economic support in obtaining start-up capital plays a significant role in reducing risk perception
and positively affects the intention to create a new company [9,16,18,19,42]. However, non-financial
external factors also have an impact on students. For instance, government support plays an essential
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role in building a student’s entrepreneurial intentions [9,16,21]. In conditions of economic crisis, the
government plays an essential role in nurturing local, homegrown entrepreneurship and encouraging an
interest in start-ups in high-tech fields [19]. Furthermore, from the government point of view, particular
support for female entrepreneurs, who are recognised to have lower entrepreneurial intentions than
males, is needed [14,32]. Additionally, the facilitation of legal processes and the removal of bureaucratic
impediments to start-ups can have a positive impact on behaviour [16,18,19,27]. Some researchers have
suggested that social-cultural norms may affect decisions to open new companies [9,18,25,27,41]. In
addition, technologies and innovation play an essential role in providing new ideas for start-ups [9,18,43].
They may stimulate specifically the creation of new companies by the younger generation, as they
are more likely to base their entrepreneurial ideas on new technologies [5,35]. Finally, the lack of an
adequate level of education or access to required business education support (e.g., workshops, training,
counselling, and mentoring) can reduce the number of start-ups [16,18,19,41].

2.2.2. University Environment and Support

The role of the university in building students’ entrepreneurial intentions includes formal
(structural and educational) and informal (support and incentives) aspects. These factors, in turn, have
financial and non—financial implications.

The formal aspects require a focus on establishing learning methods and entrepreneurial-oriented
education programmes for students [8,20,31,44]. This means that, as a formal institution, the role
of the university is to align its objectives and organisational structures with providing educational
possibilities. The university should operate as an entrepreneur in terms of being flexible, adaptable,
and business-oriented, and should focus on innovation [5,44]. Entrepreneurially oriented teaching
methodologies, flexibility, and innovation in educational programmes enable students to obtain the
skills needed to gain practical experience [45,46]. Entrepreneurially oriented educational programmes
in universities have a positive impact on students” entrepreneurial intentions [32]. Entrepreneurial
education increases student perception significantly, towards the desirability and feasibility of creating
new businesses [14,20,44,47].

Informal university factors include collaboration with the real world of business and the
provision of resources and incentives which enhance students’ entrepreneurial interest, motivation,
and self-efficacy [18-20,24,44]. Financial support includes providing economic help and extra
incentives [26,44]. For instance, with the aid of financial support, perceived risks are reduced,
and students become more interested and motivated [18]. By providing a creative atmosphere, the
university can help students to find new business ideas [26]. Collaborative support from the university
is related to building lines of communication between education and the outside world through
interaction with successful business owners [20,44]. Real-life examples, mentoring, and advice from
practitioners foster the development of students’ self-efficacy [18,20]. Collaboration with real business
help students to build the required networks for starting firms [20].

2.2.3. Endogenous Barriers

Endogenous barriers can be formal (related to perceived education and experience) and informal
(related to internal motivations and interests). More specifically, formal internal factors are related to
students’ opinion regarding their perceived levels of education/knowledge and experience during the
education [20,44,45,48]. They are also related to self-efficacy (i.e., an individual’s belief in their ability
to perform specific tasks and availability to them of the required skills to create a business) [14,18,45].
Haynie et al. [49] argued that the system must provide young people with a better education,
demonstrating a wide range of alternatives, helping them to learn how to identify and explore business
opportunities. Informal aspects such as level of self-motivation, personal traits, and interest are proven
to be directly related to intention [9,15]. The perceived high level of risks and stress related to new
business creation may decrease the motivation of students, and the lack of time or partners may reduce
their interest further [18,39,45].
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Nevertheless, several studies on the topic of obstacles towards student entrepreneurship yield
results that may be considered controversial [19]. Despite the prolific research on the relationship
between education and entrepreneurial intentions, theoretical and empirical disagreements remain [14].
For instance, findings from Nabi et al. [26] suggest that the influence of entrepreneurial education is
variable, and, in some cases, even leads to a decrease in entrepreneurial intention. Arranz et al. [20]
pointed out that, contrary to expectations, entrepreneurial education has little effect on the development
of entrepreneurial competencies. Thus, different studies report different results regarding the
importance of the above factors.

In considering the aforesaid obstacles, we suggest the following hypotheses:

Hypothesis 1 (H1). Students’ attitudes towards the importance of obstacles (exogenous, university, or
endogenous) preventing them from new business creation vary in intensity.

Hypothesis 1a (H1a). Formal and informal factors have different impact on students’ entrepreneurial proactivity.

Hypothesis 1b (H1b). Financial and non-financial factors have different impacts on the students’
entrepreneurial proactivity.

Hypothesis 2 (H2). Some factors (exogenous, university, or endogenous) have a higher impact on students’
entrepreneurial proactivity than others.

2.3. Gender

The sustainable development of societies, businesses, and, ultimately, countries is affected by a
fundamental driving force: gender [2,41]. The gender issue, which includes gender equality, is accepted
as a topic of interest in the sustainable entrepreneurship literature [2,29]. Empirical findings show that
women are underrepresented as social entrepreneurs, and official reports confirm a smaller number of
female start-ups [11,21]. Various studies confirm that men tend to have a higher level of entrepreneurial
intention than women [14,30,32]. It is traditionally explained by the differences in attitudes between the
genders towards factors that affect entrepreneurial intention [38]. A stereotype of entrepreneurs is that
males are more entrepreneurial because of a behavioural trait towards risk-taking activity, while women
try to avoid the effect of unpredictable exogenous factors [14,32]. Moreover, female students represent
the majority of the students in the tourism university courses [8,15]. Thus, potentially, the growth of
female students’ start-ups can be considered as inducement towards sustainable entrepreneurship
development in tourism. That is why it is accepted that governmental support for female entrepreneurs
is needed.

Previous studies have demonstrated different attitudes of female students towards external
obstacles, for example technology [42] and the level of education [41]. In addition, earlier findings
show that the entrepreneurial education, as a formal university factor, does not generate equal benefits
for all students; the effect is not as great for females [21,32,42]. Due to the higher level of risk avoidance,
the impact of entrepreneurial oriented education programmes on females is lower [14,21,32]. Moreover,
female students tend to perceive lower the final impact of educational programmes on their knowledge
and experience than male students [21,50]. Thus, they feel less confident and capable of initiating
start-up activity than males [21,51]. It may be the case that females are more risk-averse or realistic
when it comes to entrepreneurial proactivity [32]. Additionally, previous research confirms that there
is a gender difference in entrepreneurial career aspiration because of the higher perceived value of
experience over education amongst females [19,38]. This confirms that the fear of failure is stronger
amongst women [21,52].

Following that background, we suggest the following hypotheses:

Hypothesis 3 (H3). Female students consider obstacles to opening a new company (external, university, and
personal) to be more detrimental to their entrepreneurial activity than male students.
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Hypothesis 4 (H4). There are significant differences in male and female students” attitudes towards obstacles
to starting a new company (external, university, personal, formalfinformal, and financial/mon-financial).

3. Materials and Methods

3.1. Questionnaire

To measure the entrepreneurial vocation of the youth, we adapted the methodology previously
used in the literature [19]. We asked students about their attitude, intention, and behaviour to be an
entrepreneur. They could answer yes or no (Table 1). To analyse the barriers to creating a start-up
amongst tourism students, the final sample includes only students who showed the attitude and
intention to create a new company but who had not yet done so.

Table 1. Survey items.

Factor Code Item

Entrepreneurial vocation
(Answer Yes or No to the following questions)

Entrepreneurial attitude EA “Do you consider it desirable to create or start your own company?”
Entrepreneurial intention EIL “Have you ever considered becoming an entrepreneur?”
Entrepreneurial behaviour EB “I'have created company already ... ”

Exogenous environment
Assess the extent to which the following environmental factors favour the creation of new companies today. *
Rate from 1 (not important) to 5 (very important).

Financial

Economic EXT-ECON Access to financial resources

Non-financial

Educational EXT-EDU Better level of education
Legal EXT-LEGAL Less bureaucracy and administrative procedures
Social-cultural EXT-SOC-C Social and cultural norms
Technological EXT-TECH Development of new technologies
Political EXT-POLIT Government support
Support for females EXT-FEM Support for the entrepreneurial woman

University/Institutional factors
Which of the following aspects related to university do you think could be an obstacle or a difficulty if a student, professor or
researcher wished to create a company?
Rate from 1 (not important) to 5 (very important).

Formal

University structure UNI-FORM1 University’s objectives are not entrepreneurially oriented
(flexible, adaptable, and business ~ UNI-FORM2 University’s organisational structure and management are not flexible

Educati é)rféirgfgg)rammes UNLEDU1 Teaching objectives are not entrepreneurial oriented
(entrepreneurial oriented, flexible,
and innovative) UNI-EDU2 Inadequate teaching methods (too traditional or obsolete)
Informal
Collaborati ith busi 1d UNI-BUS1 Inadequate relationships with the business world
otlaboration with business wor UNI-BUS2  Lack of infrastructure (i.e., business incubators) to create new companies
University support UNI-I1 Lack of economic aid to create new companies
(financial support and UNLI2 Lack of non-financial incentives in creating a company

non-financial incentive)

Endogenous barriers
Which of the following aspects related to the entrepreneur person do you think could be an obstacle or a difficulty if a student,
professor or researcher wished to create a company?
Rate from 1 (not important) to 5 (very important).

Formal
Perceived experience and PERS-EXP Lack of experience to create a company
education PERS-EDU Lack of training to conduct a business
Informal
Internal motivati d Interest PERS-MOT Lack of entrepreneurial spirit
niernalmotivation and fnteres PERS-INT Lack of interest to create a company

Note: * Reversed questions.
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Following the literature review, the questions regarding the obstacles to creating a new
business were adapted from various sources, and they were grouped as: Exogenous environment
(including financial and non-financial environmental factors, such as economic [9,16,18,19,42],
educational [16,18,19,41], legal [16,18,19,27], social-cultural [9,18,25,27,41], technological [5,18,35,43],
political [9,16,21], and female support [14,32]); University/Institutional factors (divided into formal
aspects, such as university structure or educational programmes [5,8,20,31,44], and informal aspects,
such as the collaboration with the business world or the university support [18-20,24,26,44]);
and Endogenous barriers (divided into formal, such as the perceived experience and
education [14,18,20,44,45,48], and informal, such as the internal motivation and interest [9,15,18,39,45]).

The original questionnaire consisted of closed questions. Reverse questions were included to
encourage careful reading of the statements. Factors regarding students’ attitudes towards creating a
new company were measured on a five-point Likert scale (from 1 “not important” to 5 “very important”).

3.2. Sample

Primary data were collected using an online survey of university students of tourism and
hospitality. The anonymity of the survey was guaranteed. The study was conducted at the School of
Tourism and Hotel Management of the Autonomous University of Barcelona, Catalonia, Spain, in the
period from 2012 to 2018 (seven survey rounds, one per year). In such a context, the response rate was
very high. Only a small number of questionnaires lacked consistency or were incomplete; these were
rejected. In addition, some fixed parameters were included, such as age, employment status, family
income, and gender.

The original full sample consisted of 454 responses. Because the specific intention was to analyse
student perceptions regarding factors which can be considered as obstacles to starting a new company,
only those with entrepreneurial attitude and intention were selected. Thus, 154 respondents (33.9%)
who answered no to the question about entrepreneurial intention and 10 respondents (2.2%) who had
already created their own companies were eliminated from the original sample.

The final sample consisted of 290 respondents (Table 2). It appears that 72.4% were female, and
27.5% were male. The age range was 18.5 to 31.1 years; the average age was 24.8 years.

Table 2. The sample.

Number of Respondents Number of Respondents

Gender Family Income, Monthly
Male M =1) 80 Less than 1000 € 42
Female (F = 0) 210 Between 1000 and 2000 € 88
Total 290 Between 2000 and 4000 € 98
Employment status Between 4000 and 7000 € 40
Working 154 Between 7000 and 10,000 € 12
Not working 136 More than 10,000 € 10
Total 290 Total 290

3.3. Data Analysis

Data analysis was carried out using SPSS ver. 22 (IBM, Armonk, NY, USA) and Microsoft
Excel 2010 (Microsoft Corporation, Redmond, WA, USA). The following statistical models were used:
frequency analysis descriptive measures, a graphical method, and a sample ¢-test for a comparison of
mean differences. During the data collection, we used the five-point Likert scale. All factors with a
mean of more than three were accepted to be critical. The results of the data analysis are presented in
Table 3.
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Table 3. t-test results including comparative gender analysis.

Variable Full Sample Females Males
(n =290) (n =210) (n = 80) t-test (df = 290)
M SD M SD M SD t-value

Exogenous Environment

Financial Factors

EXT-ECON 4.49 0.872 454 0.838 431 0.952 2.493 * S
Non-Financial Factors
EXT-TECH 420 0.792 422 0.794 4.13 0.786 1.000 R
EXT-EDU 4.09 0.849 4.15 0.826 3.92 0.898 2.487 * S
EXT-POLIT 4.01 0.954 4.05 0.935 3.88 1.002 1.652 R
EXT-FEM 3.97 1.011 411 0.934 3.55 1.122 5.159 ** S
EXT-LEGAL 3.80 0.934 3.83 0.890 3.69 1.056 1.407 R
EXT-SOC-C 3.79 0.882 3.83 0.863 3.65 0.930 1.873 R
University

Informal Factors (incentives and connections with real business)

UNI-I1 4.16 0.924 4.24 0.881 3.91 1.010 3.331 ** S

UNI-I12 3.96 1.003 4.02 0.971 3.78 1.079 2174 * S

UNI-BUS2 3.80 1.007 3.86 1.009 3.62 0.983 2.134* S

UNI-BUS1 3.64 0.933 3.71 0.940 3.45 0.890 2.452* S
Formal Factors (formal structure and educational programs)

UNI-FORM1 3.62 0.899 3.63 0.899 3.61 0.905 0.169 R
UNI-EDU2 3.62 1.069 3.65 1.077 3.54 1.045 0.945 R
UNI-FORM3 3.46 0.884 3.48 0.884 343 0.888 0.513 R
UNI-EDU1 3.42 0.823 3.43 0.819 3.36 0.837 0.806 R
Endogenous barriers
Informal Factors
PERS-MOT 4.21 0.950 4.24 0.963 4.13 0.908 1.032 R
PERS-INT 413 1.067 4.20 1.021 3.93 1.182 2.835* R
Formal Factors
PERS-EDU 3.90 0.946 3.97 0.955 3.68 0.884 2.303 * S
PERS-EXP 3.89 0.976 3.92 0.985 3.81 0.949 0.971 R

Note. M, mean; SD, standard deviation; df, degrees of freedom; p, p-value. Factors are rated from 1 (not important)
to 5 (very important). Decision about differences in means: R, rejected; S, supported. * p < 0.05, ** p < 0.001.

Results from the comparative mean analysis show that the students perceived the importance of
various factors differently. Among exogenous factors, the most serious obstacles were the following:
economic, technological, educational, and political with the M (mean) above 4 in the range from 0 to
5. Among university-related factors, the most important were informal (incentives and real business
connections). Informal endogenous factors (motivation and interest) were more important than formal
one (perceived education and experience). Thus, H1 was confirmed; students had different attitudes
towards factors that could be considered obstacles to new business creation.

Informal university and informal endogenous obstacles were perceived to be greater than formal
ones. Thus, Hla was confirmed. In addition, both financial exogenous and university factors were
considered to be more critical than non-financial ones. Therefore, the results confirm Hlb. Amongst the
factors analysed, formal university factors (structure and educational programmes) were considered to
be the least critical of all. Thus, H2 was also confirmed.

The gender analysis showed that female students regarded all the obstacles as more valuable
than did the male students. This confirmed H3. More specifically, there were significant differences

241



Sustainability 2020, 12, 1812

in the evaluation of exogenous factors between female and male students: economic (Mf = 4.54 and
Mm = 4.31, £(290) = 2.493, p < 0.05), educational (Mf = 4.15 and Mm = 3.95, #(290) = 2.487, p < 0.05),
and legal support for female entrepreneurs (Mf = 4.11 and Mm = 3.55, #(290) = 5.152, p < 0.001).

There were also significant differences in informal and financial university-related barriers, more
specifically in the evaluation of the importance of incentives (UNI-I1: Mf = 4.24 and Mm = 3.91,
#(290) = 3.331, p < 0.001 and UNI-I2: Mf = 4.02 and Mm = 3.78, £(290) = 2.174, p < 0.05). In
addition, female students saw the university link to real business as significantly more critical than
male students—more specifically, insufficient relationships with the business world (Mf = 3.86 and
Mm = 3.62, £(290) = 2.134, p < 0.05) and lack of infrastructure (business incubators and so on)—in the
attitude or intention to create companies (Mf = 3.71 and Mm = 3.45, £(290) = 2.252, p < 0.05).

In the evaluation of personal factors, female students evaluated their perceived entrepreneurial
education as a significantly more critical informal endogenous factor (Mf = 3.97 and Mm = 3.68,
£(290) = 2.303, p < 0.05). This confirmed H4; female students evaluated financial and informal barriers
as being more important than did male students.

4. Discussion

From the theoretical perspective, the research results confirm the significance of all the factors
(exogenous, university-related, and endogenous) that were analysed. Notably, it supports the
previous suggestions on the role of the following exogenous factors: economic [9,16,18,19,42];
educational [16,18,19,41]; technological [9,18,43]; government support [9,16,21], including support for
females [14,32]; legal [16,18,19,27]; and socio-cultural [9,18,25,27,41]. Financial factors were considered
to be the greatest hindrance [5]. However, students evaluated all other factors as being almost as
important. Following calls in previous research to find a new non-financial way to motivate students to
start new businesses [25], this study demonstrates that, even though it is not the most central element,
tourism students evaluate very highly the impact of non-financial informal motivation.

Moreover, the study supports prior research that noted the critical role of both
formal [8,20,44,47] and informal [18-20,24,44] university-related factors. Many earlier studies are
focused on the analysis of the formal factors and impact of entrepreneurial education on students’
entrepreneurship [14,20,32,44,47]. However, this research demonstrates that students considered
formal university factors (such as structures and educational programmes) of least significance. The
lack of informal factors (such as incentives and connections with real business) are more damaging
to their entrepreneurial development than formal factors. This confirms the role of context (such as
interactions between market actors) for the sustainable entrepreneurship development. In addition,
this research strengthens a previous suggestion that, amongst university-related factors, students
regarded financial motivators to be more significant than education programmes [5].

In addition, this research advances the suggestion made in previous studies regarding the vital role
of endogenous barriers, both formal (such as perceived levels of education and experience) [16,20,45,48]
and informal (such as motivation and interest) [9,15], as obstacles to the creation of new businesses
amongst the young [15,18]. The outcomes of the analysis also indicate that informal factors are more
relevant than formal ones.

Additionally, the results of the comparative gender analysis support recent research that has
demonstrated that females evaluate more critically than male students all factors relating to new
business creation [14,21,32]. It holds the suggestion that women are more risk-averse to the idea
of starting companies than men [38]. Moreover, there are some significant differences in factor
evaluation between female and male students. As was expected, support for female entrepreneurs was
significantly more important for female students than for male students. However, that is not the most
critical factor for females. They value (significantly more than males) stronger financial support (at
both government and university levels), and the availability of education and training in the region. In
addition, internal motivation and interest are more important for female young entrepreneurs than

242



Sustainability 2020, 12, 1812

female support programmes. It may be that financial support reduces risk aversion, which affects
female more than male potential entrepreneurs [14,32].

From a practical perspective, as demonstrated above, to increase the number of new start-ups,
economic support should be provided both at the government and university levels [5], although
non-financial factors also play a critical role. Students are interested in creating innovative start-ups,
which is the fuel for the sustainable entrepreneurship. Thus, government policies should focus
more on the development of new technology, which could have a positive impact on the number of
innovative student projects. It could further provide an additional competitive advantage for some
tourist destinations by increasing the attractiveness and popularity of services. In addition, the support
for the students can also include incentives or tax discounts. Additionally, given the responses to
university-related factors (especially the results showing informal factors to be more important than
formal), universities should implement programmes with a focus on developing collaboration with
businesses and motivating students towards developing entrepreneurial skills and building up their
experience [14,20,21].

Specifically, based on the research results regarding university-related factors, considerable
attention should be dedicated to encouraging students to recognise the value of educational programmes.
Previous studies confirm the value of entrepreneurial education to the students’ perception of
the desirability and feasibility of new business creation [14,20,44,47]. However, interestingly, the
participants valued more informal university-related factors (such as incentives and collaboration with
real business). This may be because students tend to neglect the role of education as a facilitator in
new business creation [21,50].

As informal factors are important, universities should also focus on building real-life collaborations
with businesses [20,44]. These provide students with opportunities to build business networks, to
experience real-life examples, to obtain mentoring, and to receive advice from practitioners [18,20].
Additionally, as has been suggested previously [18-20,24,44], students have appreciated incentives in
the form of physical facilities. Providing work and collaborative spaces, developing creative areas, and
establishing groups to facilitate the creation of new ideas can have a positive impact on sustainable
entrepreneurship [26].

Endogenous factors (both perceived education/knowledge and motivation/interest) are the most
important. Thus, the research confirms that both external agencies and universities should not only
develop students’ entrepreneurial intentions but also cultivate a positive attitude towards creating their
own businesses [10,19]. Providing more opportunities to acquiring real-life experience (i.e., boosting
experiential learning) could help to solve the problem of unemployment and increase levels of the
students’ self-confidence [45]. This, in turn, may help to increase the number of start-ups by the
young generation.

Increasing female start-up activity is a priority for many governments because empirical findings
have shown that women are underrepresented in new business creation [21]. However, more than the
positive effect of “female support” programmes [14,32], female students in tourism expect financial
and non-financial support. This could be in the form of economic aid, incentives, and opportunities to
collaborate with real businesses. Interestingly, female students feel less self-confident regarding their
level of education than male [21,50]. Thus, more entrepreneurially oriented courses should be offered
to female students.

The study supports the validity of female entrepreneurs’ programmes; these have already been
developed and implemented at governmental level.

5. Conclusions, Limitations and Future Lines of Research

Motivated by the need to prioritise research in the area of sustainable entrepreneurship [2,29-31],
specifically among youth [13,16,22,23], this study focused on three main points of analysis. Firstly, it
analysed and prioritised the factors that can be the obstacles to new business creation among youth. As
has been noted, findings confirm the significant value of the all the factors that have been considered
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herein [14,19,20,26]. Secondly, it contributes to the sustainable research agenda by focusing on the
comparative analysis of financial, non-financial, formal, and informal factors. It makes a valuable
contribution to research given that the focus of sustainable entrepreneurship is mainly on economy
and society [4,12]. Thirdly, it attempts to come to a more in-depth understanding of the gender effect
on the evaluation of obstacles among tourism students. It also contributes towards the gender aspect
of sustainable entrepreneurship research [2,29].

Finally, the focus of this research on the analysis of Spanish tourism students’ entrepreneurial
activity contributes towards ensuring the sustainable development of the Spanish economy, and thus
its society. This study is especially valuable given that Spanish tourism has experienced several
challenges in recent years [33].

Based on the data from a survey of 290 tourism students in Spain, this article presents the results
of an in-depth empirical analysis of exogenous, university-related, and endogenous factors to provide
theoretical and practical input.

As a main conclusion, our study shows that students, even those with entrepreneurial intentions,
see different obstacles (external, university-related, and internal) to new business creation [14,18].
Financial factors, external and university-related (such as access to the financial resources and university
aid to create new companies), represent the most critical ones affecting the entrepreneurial intentions
of tourism students. However, there is also a notable number of non-financial factors that are very
important for tourism students. For example, the level of new technological development and access
to better education as external factors; non-financial incentives and infrastructure (i.e., business
incubators) to create new companies as university-related factors; and the level of motivation and
interest as internal factors. Moreover, the informal factors, both university-related and internal, are
considered by students as more important than formal ones. Thus, the research demonstrates that not
only financial motivators are valued by the students. Students perceive at a high level the value of
non-financial and informal motivators for new business creation. Following this, we could assume
that the youth entrepreneurs, as their values align with the social oriented objectives, are the future of
the sustainable entrepreneurship. In other words, the growth in number of students’ start-ups is an
antecedent of the sustainable entrepreneurship development.

The gender comparison analysis confirms that female students evaluate all factors as more critical
than males (significantly more, financial and educational). As a main conclusion, female students have
higher level of risk aversion. However, they do not see the government support as the most useful
solution. Females evaluate more than males the following factors: financial incentives, education
availability, and personal motivation and interest.

As a main practical implementation, this research underlines the possibility of using factors other
than financial motivators (such as technology development or business incubators). Government
policies on the development of new technology can increase the number of innovative start-ups. On
its part, university practices towards developing business incubators and facilitating real business
connections can help students to develop the social context (business network). As a result, both
non-financial and informal motivators will fuel the sustainable entrepreneurship. Moreover, putting
into practice the fact that students underestimate the valuable role of entrepreneurially oriented
educational programmes [14,20,44,47], universities should review their strategies and make these
programmes more interesting.

Furthermore, considering the significant higher number of tourism management students [8,15],
to cultivate the development of sustainable entrepreneurship in tourism, governments may review the
“female support” programmes. Moreover, more entrepreneurial oriented educational programmes
should be offered to females, as they evaluate their perceived value of education as a critical factor
compared to males.

As with any study, thus study has some limitations. It only included respondents from one tourism
school in a single country (Spain). Future studies might include gender comparisons of students with
various specialisations from different countries. In addition, future research could investigate in more
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detail the difference between female and male students’ attitudes towards entrepreneurial education
programmes. Previous research has suggested that entrepreneurial education may be detrimental to
entrepreneurial intention [26]. However, our results demonstrate that female students’ value highly
the role of education in this regard.
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Abstract:  Recent decades have brought cultural changes toward the increase of
environmentally-friendly initiatives such as green entrepreneurship. Some countries are failing to
develop environmental initiatives, whereas others are transitioning and advancing toward this new
trend. In particular, Saudi Arabia has initiated efforts toward becoming an ecologically-friendly
society. Motivated by this, we explore whether cultural characteristics are associated with green
entrepreneurship in Saudi Arabia. Institutional economics is adopted to frame our hypotheses and
analysis. The hypothesized relationships were empirically tested in a sample of 84 observations from
21 cities during the period 2015-2018. Data were collected from reports by the Saudi General Authority
and analyzed through regression models. The main results show that cultural characteristics, such as
environmental actions, environmental consciousness, and temporal orientation, increase the level of
green entrepreneurial activity across cities in Saudi Arabia. The findings of this study contribute to
existing knowledge on green entrepreneurship, as well as to the discussion of implications for policy
and practice related to environmentally-friendly productive activities.

Keywords: green entrepreneurship; sustainable entrepreneurial activity; culture; institutional
approach; developing countries; Saudi Arabia

1. Introduction

Research on sustainable entrepreneurship has considerably grown in recent decades, which has
enabled scholars to link entrepreneurship and sustainable development [1]. Ultimately, researchers have
utilized the term “sustainable entrepreneurship”, along with added expressions such as “green
entrepreneurship” or “environmental entrepreneurship” [2-5]. Although there are slight differences
among these terms, in general, this type of entrepreneurial activity is seen as part of a new global societal
trend in an era where the focus on green policies is stronger than ever. Furthermore, green-related
entrepreneurship has become an important subfield of entrepreneurship research [2]. Such societal
challenges bring a need for better knowledge of both the antecedents and consequences antecedents
of green entrepreneurial activity. In this paper, we consider green entrepreneurship, in line with an
intensified call for conducting business in a “greener” way. A preoccupation with green entrepreneurial
activity has thus arisen [6-8], boosted by a culture of green entrepreneurship that shapes new breeds
of entrepreneurs [9] and contributes to molding social norms that support this “greenism” [10].
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In this study, itis suggested that the socio-cultural norms that enhance green entrepreneurial activity
in Saudi Arabia offer the opportunity to observe the early roots of post-material culture [11]. In Saudi
Arabia, cultural identity is the feeling of belonging to a group and is part of a person’s self-concept and
self-awareness. This relates to generations, nationality, religion, race, language, social class, region,
or any social group that has its own unique culture [11]. In this way, cultural identity is not only
a distinctive feature of the individual, but of a similar group of people who share the same views [12].
Likewise, culture plays a direct and vital role in achieving the three strategic pillars of Saudi Arabia’s
2030 vision, which are: (1) building a prosperous economy, (2) building a vibrant society, and (3)
building a homeland [13]. One of the main objectives tangential to these three pillars involves increasing
environmentally-friendly activities, including green entrepreneurship. However, there is a lack of
evidence that enables us to gain a full understanding of whether different cultural characteristics are
helpful in accomplishing this sustainable production objective.

From an institutional economics point of view [14,15], the role of formal (particularly economic
regulations) and informal institutions (particularly culture) in sustainability has been discussed [16].
Meek et al. [17] and Urbano et al. [18] also discussed how informal institutional factors may explain
more differing types of entrepreneurial activities, including green entrepreneurship, than formal
institutions. In this sense, according to Adler [19] and Andries and Stephan [20], there are institutional
factors characterized by cultural differences in environmental activities and actions. Encouraging an
environmental consciousness that embraces these aspects is one way to expand sustainability [21,22].
It is also vital to comprehend how entrepreneurship accounts for social values, beliefs, and culture,
which change over time and space [23,24]. In this regard, organizational processes have a temporal
dimension, often implicit and without discourse, that clearly characterizes the entrepreneurial
process [25]. It is still unknown, however, whether these three institutional factors as cultural
characteristics (i.e., environmental actions, environmental consciousness, and temporal orientation)
directly explain green entrepreneurship [9,17,22] in developing countries such as Saudi Arabia.

Thus, in this study, institutional economics [14,15] is used to enhance our comprehension of cultural
influences (i.e., informal institutions) on green entrepreneurship in Saudi Arabian cities. Drawing on
this, it is suggested that national culture affects environmentally-friendly policies [16]. In particular,
we analyze the influence of three cultural factors on green entrepreneurship: (1) environmental actions,
(2) environmental consciousness, and (3) temporal orientation. To test the suggested hypotheses,
we rely on balanced panel data, with a sample of 84 observations during the 2015-2018 period.
After testing the fixed-effects models for 21 cities in Saudi Arabia, we find that the three assessed
cultural factors positively explain green entrepreneurial activity across cities in Saudi Arabia.

While the field of green entrepreneurship is relatively new and empirical documentation has
started to make a contribution to existing knowledge, there is still no consensus on defining this
term [10,22,26,27]. With this in mind, our contribution to the literature is twofold. Firstly, many scholars
have studied the influence of informal institutions and values on the intentions and actions of
entrepreneurs [17]. Scholars have assessed different informal factors in their studies, but this paper
reveals a further connection between informal institutional factors, particularly cultural ones, and green
entrepreneurship. Secondly, being both an oil producer and a new member of a consortium that focuses
on the environmental consequences of economic activities, Saudi Arabia is an excellent case study of this
subject, and scholars and practitioners may find these results useful for learning and decision making.
Furthermore, the relationship between (informal) institutions and green entrepreneurship offers a fertile
means of explanation that can contribute to policy-making. Knowledge of the consequences of green
entrepreneurial practices may allow for forecasting the long- and short-term changes in society, and also
for understanding which types of incentives could be provided in order to direct social and sustainable
development [21]. A significant set of green-aware companies would be expected to change and
encourage others to adopt green entrepreneurship.

After this brief Introduction, Section 2 contextualizes the case of Saudi Arabia, and Section 3
introduces the conceptual foundations for the literature analysis and hypothesis development.
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In Section 4, the methodology and data are explained, and then, the findings are presented and
assessed in Section 5. Finally, Section 6 focuses on the conclusions, implications and limitations for
potential research avenues.

2. Green Entrepreneurship in Saudi Arabia

Previous academic work indicated a positive correlation between entrepreneurship and economic
expansion [18]. Furthermore, entrepreneurship encourages the economy to improve through creative
methods [28]. In general, the more active the entrepreneurship is, the more positive the influence on
economic growth will be [18,28]. In addition, the actions of entrepreneurship are deemed an indication
of the vital determinants concerning localized economic progression [29]. Indeed, policy-makers
expect that entrepreneurship has a positive influence on the country’s wealth and employment [29].
Likewise, several scholars have argued that when institutions are not properly working, the influence
of entrepreneurship might be negative [29].

Indeed, this is the case of developing countries [29]. Accordingly, Saudi Arabia is enjoying
an emerging global economic boost, relying at present on oil, but with ambitious strategies to
diversify the economy away from these natural resources and toward the promotion of entrepreneurial
expansion [30]. Currently, Saudi Arabia is living through a significant social and economic renaissance
by guiding itself confidently toward a lucrative future, as well as creating a diversified and sustainable
financial backbone by attracting knowledge-based investors [31]. As it grows, a corporate business has
forwarded strategies, heralding the requirement to monitor entrepreneurship closely.

Due to worldwide affiliation toward the economy as the basis of supporting the state’s competitive
prowess, through close attention to youth creativity, the Saudi government has actively supported
entrepreneurship to establish a competitive and sustainable Saudi nation [31]. Within Saudi Arabia,
there are many obstacles and constraints that entrepreneurs must face, including the non-existence
of an independent regulatory strategy and framework for the responsible progression of enterprises.
This is considered to be one of the most significant challenges facing entrepreneurship. In addition,
Saudi Arabia’s involvement with the World Trade Organization concluded with several failed
endeavors, unable to compete with international initiatives and resources [31]. Despite this,
the Saudi government envisions a tendency toward green entrepreneurship among the younger
generation [32]. Hence, Saudi Arabia has encouraged its youth to enhance free business through the
offer of scholarships, examples being the Fastest 100 Growing Companies Award, the Prince Salman
Award for Entrepreneurship, and the Most Competitive Youth Award [33]. This level of encouragement
and innovative progression clearly motivates entrepreneurs to pursue green activities [33].

According to the 2019 Global Entrepreneurship Monitor report, almost 76.3% of the adult
population in Saudi Arabia believes that the country offers better opportunities to start a business [34].
Part of this success can be attributed to the use of green entrepreneurship, which has allowed businesses
to appreciate that there are environmental, economic, and social factors in running their businesses.
Therefore, these businesses attempt to seek innovative solutions to the way in which products and
services are procured and consumed. Similarly, Saudi Arabia has scaled-up its business operation
models, which can assist in greening the Saudi Arabian economy. Saudi Vision 2030 believes that the
Saudi Arabian economy should offer opportunities that can stimulate the economy, while at the same
time generating revenues for other sectors [35].

The result is that businesses operate in an environment that is safe and healthy, which is important
for the survival of any business and guarantees a competitive advantage over others. Entrepreneurship
requires that a business discovers new ideas that can be used to make the business flourish over time.
Through this, new business ideas are created while the businesses experience exponential growth.
With regard to innovation, Saudi Arabia now has policies that mean to help entrepreneurs, while at
the same time stimulate growth for a competitive edge [36]. In order to support innovation and
entrepreneurship, the country uses Saudi Arabia Vision 2030 as a mechanism to encourage a national
culture that ultimately promotes the growth of enterprises, as they play a critical role in the economy.
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3. Literature Review

To comprehend the possible mechanisms behind the relationship between culture and green
entrepreneurship, we used institutional economics [14,15]. It is suggested that institutions
involve the deeper aspects of social strata, acting as authoritative guidelines and curbs in
behavior [14,15]. North [14,15] classified institutions as formal (i.e., constitutions, contracts,
common law, government policy) and informal (i.e., attitudes, values, norms, beliefs, or in broader terms,
the culture of a society). Generally, institutions can be viewed as rules within society, shaping human
interaction [14] (p. 3). Despite the lack of formal sanctions, they are pervasive and direct behaviors.
Formal institutions can change quickly, yet informal ones are slower to change [37]. The institutional
economics framework offered by North [14,15] may contribute to our understanding of how culture
affects productive activities such as green entrepreneurship. Although there have been a number of
studies analyzing formal institutions as initial steps toward entrepreneurial activity (see Bjernskov and
Foss [38], Urbano et al. [18], and Zhai et al. [39] for thorough literature reviews), it has been argued that
informal institutions are more influential within society [18,40,41]. An additional conclusion relates
to interactions between formal and informal institutions, with many regulations potentially working
better depending on the cultural values of society [42]. Informal institutions limit the influence of
formal bodies and vice versa [43].

Similar ideas, particularly focused on culture, have explored green entrepreneurship [17,18].
Although there is not a consensus about what green entrepreneurial activity means [44] (see Appendix A
for different definitions), we adopt the approach offered by Gast et al. [10], who defined this sort
of activity as “the process of identifying, evaluating and seizing entrepreneurial opportunities that
minimize a venture’s impact on the natural environment and therefore create benefits for society as
awhole and for local communities” [10] (p. 46). This is similar to the work of SilajdZi¢ et al. [45] (p. 377),
who suggested that green entrepreneurs “are those who start businesses based on the principle of
sustainability with strong underlying green values and who sell green products or services”, and also
Yi [46] (p. 4), who suggested that green entrepreneurship is “a kind of social activity that aims at
protecting and preserving the natural environment”. Hence, green entrepreneurship is characterized by
some basic features of entrepreneurial activity coupled with giving priority to the skills and initiative of
the entrepreneurial seeking success through the social or environment innovations for sustainability [1].

Culture may be seen as heavily influential when pursuing sustainability [47] (p. 236).
Several studies view culture as a significant variable in sustainability-related actions [48-51].
For instance, cultural habits play a vital role in assessing variation within corporate social responsibility
(CSR) [52]. Similarly, regarding consumer views of corporate responsibility, studies advocate global
culture-related differences [53,54]. Some scholars that have examined the relationship between the rate
of green entrepreneurship and culture have provided a deeper understanding of how culture is defined
in international and inter-cultural business management research [55,56]. Having a socially supportive
culture affects the level of national entrepreneurship and its quality. In this paper, we focused on
green entrepreneurship and its association with culture, through cultural habits as proxies of informal
institutions, as Stephan et al. [54] suggested. Although there might be other important institutional
factors affecting sustainable development, including green entrepreneurship [16,18], cultural aspects
observed through actions, consciousness, and temporal orientation reflect what societies think and do
to support entrepreneurship and other productive activities in the pursuit of sustainability [17].

Hence, the main cultural dimensions that we examined are environmental actions,
environmental consciousness, and temporal orientation, which might have an association with
green entrepreneurship. In regard to the latter (i.e., temporal orientation), it is suggested that long-term
economic development reflects shared values and beliefs (i.e., informal), as well as laws and bureaucracy
(i.e., formal institutions) that regulate human interactions [15]. This is due to cultural norms forcing
limitations on formal institutional development [36]. The sedentary nature of cultural change also
presents obstacles for extreme institutional change [56]. People thus observe dominant practices (e.g., in
green entrepreneurship) and reflect them through their own values, attitudes, and behaviors. There is
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no doubt that total entrepreneurial activity acts as a catalyst for economic growth [23,41], so those
values, attitudes, and behaviors are transferred from entrepreneurs to society. The mechanisms are
quite simple: institutions boost entrepreneurship, as they create the context for economic growth and
other developmental outcomes [18]. From this point of view, the environmental actions focused on
entrepreneurship can shed light on the processes that are common in a green approach to economic
activity. Green entrepreneurs are a different type of entrepreneur [9]. Instead of building their life
on profit-making, they are also concerned about social justice [9] (p. 828). Personal motivation and
a forward-thinking approach to sustainability are also important characteristics of entrepreneurs [9]
(pp- 837-840).

In general, green entrepreneurship plays a rising role in the protection of the environment [46].
Based on this idea, Ndubisi and Nair [57] suggested that there is a need for companies to adopt a green
approach. This is embedded in a culture of reflexive development, where concern about environmental
issues and the need for sustainability become the societal norm. This creates another link between
existing institutions and environmental consciousness, which consists of the propensity to encounter
examples of green entrepreneurship in the immediate area, as well as values reflected by entrepreneurs.
It is important to contextualize the situation of green entrepreneurs [58], which is consistent with
theories of post-modernization and reflexive modernization [11]. People become aware (or conscious)
of the side-effects of technology and try to control them. This is exactly the case with environmental
consciousness for green entrepreneurs, who tend to live in relative abundance and develop a culture of
concern about the quality of the environment and sustainability. They are active both in the existing
businesses that pursue a process of greening, but also as part of new businesses that become green as
soon as they are set up [27].

The institutional perspective [14,15] enables us to understand the reasons why governments
encourage all members in society to support sustainability initiatives actively such as green
entrepreneurship [59]. Such a culture created is visible through social norms and policies that
foster green entrepreneurial activity. Indeed, companies that promote green measures are even
more visible for societies: they are easier to notice and create an institutional framework that
individuals can observe and internalize. Evidence for this interpretation is found in a number of
studies, such as Thang et al. [60], Papadopoulos et al. [61], SilajdZi¢ et al. [45], and Karimi and
Nabavi [62], which demonstrated relationships between social and structural interventions and
subsequent attempts by organizations to engage in “greening” of their entrepreneurial activities.
These studies showed different attempts of introducing green entrepreneurial practices in Vietnam [60],
Greece and Cyprus [61], Bosnia and Herzegovina [45], and Tehran [62]. All these countries were
engaged in a period of economic and social change, which required involvement and intervention
with wider stakeholders.

Interpreting an institutional change entails that culture can be applied at various levels [56].
When considered at the aggregate level, one may observe cultural descriptive norms and practices,
whereas at the individual level, cultural values trigger attitudes and behaviors focused on the
environment. Policies that promote green entrepreneurship and corresponding green behaviors are
based on a culture of caring for others, combined with promoting performance, as demonstrated or
hypothesized by various scholars [16,22,27,63]. Several authors [9,19,64,65] have also noted such key
cultural dimensions, which need further attention. Hence, in this paper, we focused on environmental
actions, environmental consciousness, and temporal orientation.

It is worth noticing that embracing sustainability does not automatically lead to practicing it [44].
Cultural values may precede practices since they dictate behavior [66]. There are cultural differences
regarding the initial mode of activity; some cultures emphasize action and outcomes [19], and in
developing countries, environmental actions are of prime importance [21]. Green entrepreneurs
run businesses to achieve dual environmental and business objectives to ensure their sectors are
more sustainable [67,68]. For those wishing to be greener in their businesses, there is a disparity
between self-principle customers’ interests, affecting public behavior [22]. Their motivation to act
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is initiated by the desire to prevent and solve specific environmental issues or to alter their sectors;
hence, wider alternatives and more environmentally-friendly practices become normalized [69].
Where businesses previously placed priority on cost-saving, environmental benefits may be of only
minor concern, suggesting that a global, mainstream view of green principles is in its infancy.
Consumers are partially motivated by sustainability itself, but are also motivated by simultaneously
occurring underlying and/or societal sustainability issues [70]. Evans and Abrahamse [71] forwarded
the argument that appealing to these underlying issues may expand sustainability commitment.
While saving money may attract individuals to sustainable habits, it may have limited influence if
wider consumption practices continue [22]. We thus suggest the hypothesis that:

Hypothesis 1 (H1). Environmental actions are positively associated with green entrepreneurship in
Saudi Arabia.

There has recently been increasing environmental consciousness or interest in protecting the
environment around the world [21]. Indeed, environmental awareness has recently increased in
society at every level [17]; however, there are differences in cultures, and people’s relationships
differ regarding the natural environment [17]. In some cultures, individuals have complete control
over their environment, while others live in environmental harmony and view people and nature
as one. In yet other cultures, individuals are controlled by the environment, accepting the power
it conveys [19]. Entrepreneurship and wealth/economic growth are closely linked, hence heavily
promoted and encouraged in the modern world [41]. The environmental consciousness also leads
green entrepreneurship to affect green innovation and social-environmental responsibility [72].
Recently, with increased interest in environmental and social issues, entrepreneurship conjoins
the objectives of sustainable development and the accumulation of wealth [73,74].

This consciousness may be observed across age groups. However, there is increasing evidence
from different cultural contexts showing that the younger generations (treated as a proxy for
those of typically undergraduate age) are especially interested in environmental conscientiousness,
actively seeking educational opportunities that support green entrepreneurship and/or sustainability
initiatives. For example, Soomro et al. [32] and Yi [46] provided evidence about the positive association
between environmental consciousness through education and its subsequent intent to engage young
people in green entrepreneurial activities. These studies were carried out in Pakistan and China,
respectively, indicating a broader global awareness of environmental conscientiousness and pointing
toward the potential wider generalizability of this particular study on the basis of transferable concepts
in rapidly developing economies. Similarly, evidence from Serbia also found that the social desirability
for environmental education is translated into economic and environmental practice [75].

Environmental consciousness is related to the social image, which supports individuals to
become green entrepreneurs and take care of the environment [76,77]. In emerging markets, there is
a sensitivity to environmental issues and an effort to combine them with green entrepreneurship [77].
Furthermore, in developing countries, the need to produce environmentally-friendly and ecological
resources has swayed entrepreneurs to give careful consideration to environmental issues in their
objectives [21]. Entrepreneurs are now motivated to consider environmental issues to meet their social
responsibility, so the exploration of green entrepreneurship extends research through non-financial
desires [78]. Green entrepreneurs negotiate disparity between business activities, environmental
mission statements, and wider contexts relating to sustainable and growth-focused economies [22].
As such, entrepreneurs interested in sustainability, as influencers, prioritize environmental issues over
profits where possible, being conscious of the optimal effort to reduce damages to the environment.
They may present a win-win situation for both economic growth and the environment and may
meet their own personal goals. These entrepreneurs gradually enhance the environment and educate
a wide audience on benefits related to environmental protection through products and services [27].
Green entrepreneurs are labeled as novel entrepreneurial investors, aiming to integrate environmental
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awareness with business advancement through holistic measures; a unique logical approach as
compared to conventional entrepreneurs [74]. Indeed, the commitment to the environment displayed
by green entrepreneurs enhances their reputation compared to other entrepreneurs [64]. On this basis,
we propose that:

Hypothesis 2 (H2). Environmental consciousness is positively associated with green entrepreneurship in
Saudi Arabia.

Our final cultural factor deals with temporal orientation, utilized in the literature to evaluate
cognitive involvement throughout history, the present, and into the future [79,80]. There are cultural
differences regarding an individual’s temporal orientation, that is to say orientation to the past,
present, or future [25]. In past-oriented cultures, tradition is central to the wisdom of societal life [25],
whereas future-oriented societies disregard the past and focus entirely on the future, resulting in
an extensive long-term timeline [81]. In contrast, present-oriented cultures have a limited timeline,
focusing on short-term gains [25]. This concept is vital, since it influences the manner in which
individuals incorporate their perceptions of past experiences, present situations, and future objectives
into their opinions, cognitions, and the way they behave [82]. For example, several authors have
discovered that a present time perspective focuses less on future strategic processes than other differing
cultures [81,83]. Individuals embedded in a present time perspective focus predominantly on the
present, perceiving that future planning is futile, unlike those with a future time perspective [79].
Green entrepreneurs offer clear solutions regarding social transformation [84], creating long-term
outcomes and an enhanced positive future.

Time itself is a factor that may help us to understand changing attitudes toward
entrepreneurship [85]. For instance, organizational processes involve temporal dimensions that
are implicit with no discourse, and temporal issues clearly and accurately describe the entrepreneurial
process [25]. Past experiences and comprehension of previous activity are the basis on which present
actions are taken, moving forward to future wealth gain. These temporal dimensions are carried out
over many levels within entrepreneurial campaigns [25]. Entrepreneurs and the individuals working
alongside them act in the present to ensure future gains [25]. Some of the characteristics of entrepreneurs
derive from personal experiences and history, including temporal orientation (past, present, or future),
along with the future time-based perspective, choosing deadlines, taking advantage of evolving
opportunities, perceiving and anticipating problems and phase development concerns, as well as
aims and ambitions for the future. This interpretation was observed in both Grinevich et al. [68]
and Yi [46], who demonstrated the importance of both temporal and conceptual interpretations of
green entrepreneurship is relative to prevailing circumstances. To a lesser extent, the earlier work of
Papadopoulos et al. [61] supported this interpretation, although it was acknowledged that the main
concerns of entrepreneurs were responding to government initiatives related to green entrepreneurship,
which were still limited at that time. These are critical issues that need careful consideration for
successful entrepreneurship [25]. At the industry or environmental level, time figures into the
entrepreneurship equation on the basis of a quick response; the enhanced pace of technology results in
obsolete software slowing down the process, leading to possible critical blockages in terms of meeting
the demands of customers, suppliers, stockholders, and venture backers [25].

At the country level, there is an enhanced realization in entrepreneurial research that economic
activity can be better comprehended within temporal, historical, spatial, institutional, and social
contexts since they give individuals an enhanced opportunity to invest and set distinct boundaries
for future activities [86]. A vital aspect of the social sustainability endeavor is that it emphasizes
the business-based long-term benefits that society expects [87]. This is due to the fact that one of
the objectives of sustainability is that of inter-generational equity [88]. The requirements of today’s
generations must not limit or compromise future generations [89]. It follows that in the future,
society needs to be more aware of long-term impacts. Drawing on this idea, there is evidence on the

255



Sustainability 2020, 12, 3673

effect of green entrepreneurship on the organization’s financial performance [72,77], which involves
future planning. Furthermore, utilizing the green logic alongside the social and economic aspects
in a flexible manner constitutes temporal adjustments [59]. Companies within these future-oriented
cultures may well involve themselves in social sustainability practices, contributing to social justice,
enhanced social recognition, and trust with and between stakeholders and society [89]. Based on these
ideas, the following hypothesis is suggested:

Hypothesis 3 (H3). Temporal orientation is positively associated with green entrepreneurship in Saudi Arabia.

4. Methodology

4.1. Data and Variables

Extensive literature has prioritized the identification of major factors contributing to cultural
differences. The concept behind this view is that human societies endure the same problems, for which
there are many proposed solutions, and where each culture within society makes a choice. This suggests
that societies may be classified in accordance with major cultural dimensions [90], which may in turn
explain green entrepreneurial activities [17]. In order to understand this relationship, we used variables
and data from a number of different sources, which are explained below.

4.1.1. Dependent Variable

For the dependent variable, we measured green entrepreneurship according to the Organisation
for Economic Co-operation and Development (OECD) [91], which defines this particular type of
entrepreneurial activity as an environmental commitment. This definition is also consistent with the
conceptual foundation we adopted thanks to Gast et al. [10]. According to Kraus et al. [92], sustainability
studies have focused mainly on issues involving the environment, which is an important issue in Saudi
Arabia [13]. The information for our dependent variable came from annual reports (General Authority
for Meteorology and Environmental Protection). This variable showed the percentage of small- and
medium-sized enterprises (SMEs) that were environmentally friendly out of the total number of SMEs
in the city. This variable was in line with Miska and Schiffinger’s [59] focus on corporate sustainability
practices and performance orientation practices as factors affecting green entrepreneurship. We note that
there may be some methodological critique of using a dependent variable throughout a percentage [93],
but in line with Liu and Xin [94], it was considered appropriate in the conditions of this study because
the dependent variable was standardized.

4.1.2. Independent Variables

Environmental actions, which consisted of motivation for action and emphasize the value of
the activity, were the independent variables. The motivation ratio was the development and growth
of environmental capabilities. The value of the environmental actions was the percentage of the
accomplished goals of the defined environmental measures in each city. According to Kraus et al. [92],
environmental activities carried out are not only due to environmental awareness, but to meet
legal regulations, minimize costs, and link to a community’s sense of sustainability. In addition,
green entrepreneurs show environmental actions by achieving dual environmental and business
objectives and by wishing to transform sectors to become more sustainable [67,68]. The information for
these variables came from annual reports (General Authority for Statistics in Saudi Arabia—Knowledge
statistics) (see Table 1). The framing of mainstream and set “green” issues revealed evidence of the
tensions and politics present when creating a green economy. Gibbs and O’Neill [22] presented a novel
and interpretive concept, with the evolving issue of “being” and “becoming” a green entrepreneur,
rather than the fixed categories presented in previous literature.
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Table 1. Description of the variables.

Variable

Description

Source

Dependent variable Green entrepreneurship

Environmental actions
Independent variables

Environmental
consciousness

Time orientation

This variable shows the percentage of the
number of SMEs that are environmentally
friendly out of the total number of SMEs in
the city. Green entrepreneurship can be
measured as environmental commitment
[91]. The variable was standardized.
The percentage of accomplished goals of
the defined environmental measures in
each city. The ratio involves the
development and growth of environmental
capabilities by the local government. There
are environmental actions in achieving both
environmental and business goals [67,68].
The variable was standardized.

The percentage of the maintenance of
natural resources. This variable considers
the reduction/control in the use of natural
resources relative to outputs, by living in

balance with natural forces [12]. The

variable was standardized.

The percentage of public and private
organizations that have adopted
environmental measures in each city. As
entrepreneurship needs to compete by
taking advantage of fast-changing market
conditions [94], this variable takes into
consideration the speed at which
organizations embrace environmental
initiatives. The variable was standardized.

Annual reports of the
General Authority for
Statistics in Saudi Arabia.

Annual reports of the
General Authority for
Statistics in Saudi Arabia.

Annual growth rate
Control variables The population of each
city
Size of the city

The value of a city’s recourses for the
agricultural sector. The variable was
standardized.

The population of the area. The variable
was standardized.

The size of the city in squared kilometers

Annual reports of the
General Authority for
Statistics in Saudi Arabia.

(km?). The variable was standardized.
The percentage of people who have
a tertiary education in each city. The

variable was standardized.

Education

General Authority for Statistics in Saudi Arabia: https://www.stats.gov.sa/ar#.

We considered environmental consciousness as the percentage of the maintenance of the natural
resource, e.g., prudent use of water. The rate considered the reduction/control in the use of
natural resources relative to outputs, by living in balance with natural forces [12]. Kirkwood and
Walton [78] considered the environmental consciousness of green entrepreneurs as involving the
manner in which they conduct their businesses while keeping to their environmental commitment.
Hence, environmental preferences may allow for benefits exceeding simple cost-savings, since customers
forge deals with entrepreneurship that are associated with a positive image and are recognized as
“modern” [92]. The data for this variable came from annual reports (General Authority for Statistics
in Saudi Arabia—Knowledge statistics). Kirkwood and Walton [78] studied the motivations and the
key green aspects of entrepreneurs interested in sustainability issues, as well as the degree of the
greening of the organization, so our variable could be comparable and useful and could build on the
existing literature.

In temporal orientation, the percentage of public and private organizations that have adopted
environmental measures in each city was considered. The information for this variable came from
annual reports, which showed the speed at which organizations embrace environmental initiatives
(General Authority for Statistics in Saudi Arabia—Knowledge statistics). Shipp et al. [82] examined
the average percentage of temporal orientation. Entrepreneurs operating in such environments often
need to compete by taking advantage of the fast-changing market conditions in terms of creating novel
products or services, thus satisfying the requirements of emerging environmental needs [95].
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4.1.3. Control Variables

We included other variables in our models to control for additional factors that might partly
explain green entrepreneurship. The annual agricultural growth rate represents the value of
a country’s resources, which becomes increasingly sensitive to competitive forces in world markets.
Environmental issues are also sensitive to world markets, as they shape the potential for economic
growth by conditioning survival. In Saudi Arabia, unsustainable use of resources is an important
issue, triggered mainly by the inadequacy of natural resources [13]. This challenges the sustainability
of green entrepreneurship and requires many resources that depend on the annual growth rate of the
agricultural sector [13]. The data used for this were from the annual reports of General Authority for
Statistics in Saudi Arabia. The annual growth rate took into consideration the average value of the
city’s recourses that each city produced yearly in the agricultural sector. We also controlled for the
population of the city, as green entrepreneurship is aimed at minimizing threats to environmental
resources, such as increased population rate [95,96].

One approach suggested for sustainability is a reduction in population growth [97]. Saudi Arabia
is one of the world’s most populous countries, growing from 4 million in 1960 to more than 33 million
in 2018 [12]. The data here came from the annual reports of the General Authority for Statistics
in Saudi Arabia, and the value of this control variable was the population in each area. The size
of the city was also included as a control variable, as it may affect the number and quantity of
environmental resources; a larger city is more likely to have access to more environmental resources
than a smaller city [13]. We also controlled for the level of education; culture may be affected
by the level of education, which may be needed for sustainable developmental objectives at all
levels and social arenas, to transform society by re-classifying and updating education and to aid
individuals in developing the skills and values required for sustainable development [98]. In addition,
extant literature showed a significant and positive influence of education and sustainability orientation
on green entrepreneurship inclination [32]. Furthermore, there was research suggesting that education
had a positive correlation with entrepreneurial activity [99], and this variable was measured as
a percentage of people with tertiary educational levels in each city. Both independent and control
variables were also standardized. A summary of the variables we used in this study is presented in
Table 1.

4.2. Method and Model

Fixed effects (FE) models were used to test whether environmental actions (EA),
environmental consciousness (EC), and temporal orientation (TO) affect green entrepreneurship.
In this regard, Equation (1) shows our main specification, which is estimated through linear regression:

LHGE,'[ =a—+ ,31LI1EA# + ﬁzLHECl‘t + ﬁng’lTO,‘t + (PkL”CVk,it + i (1)

where GEj; is green entrepreneurship in city 7 at time f; EA;; represents the vector of environmental
actions across city i and time t; EC;; denotes environmental consciousness; TO;; is temporal orientation;
@ represents the estimators for the k control variables (CV;—population, size of the city, annual growth
rate of agriculture, and education); and ¢; is the error term that captures those variables that might
affect green entrepreneurship, but were unknown in this study. All variables were transformed into
natural logarithms for a direct interpretation [41].

A city-level analysis enhances the more detailed exploration of entrepreneurship trends,
both within and between states, as these can vary significantly [100]. In addition, since different
cities may increase the level and regularity of observations, this may lead to having a higher level
of confirmed and verified results. Considering different cities in an array of locations allowed us to
evaluate any significant influence, while the panel data technique allowed us to observe time effects
using a cross-regional approach [101]. Panel data are also better able to measure and identify effects
not detectable simply in pure cross-section or pure time series data [101]. In this study, we focused only
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on the fixed effects, since utilizing the full fixed model and carrying out the selection on the random
effects within it resulted in additional noise, stemming from unnecessary fixed effects [101].

As noted, the advantages of this methodology in this study included that we were able to obtain
a sample from Saudi Arabia with a regular time series. We also found that our final dataset contained
a representative sample of this homogeneous group. Our completed sample consisted of panel data
with 84 observations and 21 cities during the period spanning from 2015 to 2018.

5. Results

The statistics for the non-standardized variables in the study are presented in Table 2.
Green entrepreneurship varied from 20.42 to 77.65%, with an average of 45.73%. Environmental
actions ranged from 39.89 to 76.33%, with an average of 51.62% (standard deviation (SD) = 7.27%);
environmental consciousness ranged from 34.52 to 86.53% (M = 56.56%, SD = 10.77%); and
temporal orientation varied from 37.92 to 86.00% (M = 59.21%, SD = 10.89%). Pearson’s correlation
was run to assess the relationship between green entrepreneurship and environmental actions,
environmental consciousness, as well as temporal orientation. The test revealed that some of the
variables had significant positive relationships and some insignificant relationships. For example,
environmental actions had no correlation with environmental consciousness (r = 0.131), although
there was a small correlation between green entrepreneurship and environmental actions (r = —0.024)
and temporal orientation (r = —0.008). Furthermore, there existed a correlation between green
entrepreneurship and temporal orientation (r = 0.216), as well as between green entrepreneurship
and environmental consciousness (r = —0.014). Lastly, there was a moderate correlation between
environmental consciousness and temporal orientation (r = 0.182). Table 2 shows that the three cultural
diminutions were statistically correlated with green entrepreneurship; thus, the correlations met our
initial expectations.

Table 2. Descriptive statistics and correlation matrix.

Std.

Variable N Mean Min Max VIF 1
Dev.
1 Green entrepreneurship 84 45.736 12.780 20.42 77.65 1
2 Environmental actions 84 51.620 7272 39.89 76.33 1.120 —-0.024
3 Environmental 84 56595 10778 3452 8653 1.410 ~0.014
consciousness
4 Temporal orientation 84 59.209 10.888 37.92 86.00 1.230 0.036
5 Population of the area 84 1983 2399 4761 8597 2.070 0.249 *
6 Size of the city 84 1230 1188 1200 5400 1.910 0.278 *
7 Annual growth rate 84 3.921 0.600 3.01 5.84 1.070 0.336 *
8 Education 84 62.177 7.123 47.85 81.45 1.150 0.653
2 3 4 5 6 7
2 Environmental actions 84 1
3 Envm?nmental 84 0131 1
consciousness

4 Temporal orientation 84 —-0.008 0.182 1
5 Population of the area 84 0.187 0.295 * —0.256 * 1
6 Size of the city 84 0216 * -0.079 —-0.294 * 0.601 * 1
7 Annual growth rate 84 -0.111 0.114 0.057 —0.086 —0.000 1
8 Education 84 —0.081 0.101 —0.247* 0.224* 0.222* 0.060

* p <0.10. Note: N, number of observations; Std. Dev., standard deviation; VIF, variance inflation factor.

Multicollinearity analysis was conducted prior to conducting the regression analysis, to check
whether there were any problems due to linear combinations. A common technique, used to test for
multicollinearity among the predictor variables in this study, is the variance inflation factor (VIF).
Values above 0.90 were suggestive of a multicollinearity problem [102]. A VIF value in excess of 10 is
also concerning [103]. In our case, we found an average VIF value equal to 1.42. This implied that
multicollinearity was not a problematic issue or a concern for this study. We acknowledge that in
smaller samples such as ours, there may be some methodological concerns with respect to collinearity,
especially noted in the variable of education. However, given the pre-existing knowledge of the role of
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education in these conditions [98,99] and that a potential collinearity is not harmful enough [104,105],
we considered all independent and control variables relevant to support the internal consistency of our
findings and analysis.

Table 3 illustrates all of the linear regression models, and only the controlled variables were
included in Model 1, which was a starting point in predicting green entrepreneurship with demographic
and economic variables. The other three models were then set, each with only one predictor representing
each hypothesis. The first regressed green entrepreneurship on environmental actions (Model 2).
The second considered the influence of environmental consciousness on green entrepreneurial activity
(Model 3), whilst the third regressed green entrepreneurship on temporal orientation (Model 4).
The control variables were then added to the three models, with one independent variable representing
all hypotheses (Models 5, 6, and 7). Finally, an additional Model 8 was explored, which included all
predictors (i.e., independent variables and controls). Throughout this empirical strategy, we tested
whether differing linear combinations created different results or whether a robust specification was
found otherwise. In addition, for robustness purposes, a new set of models without the control variable
education was performed. Appendix B shows that the results for the main variables remained similar
as compared to Table 3.

Table 3. Regression analysis (DV = green entrepreneurship).

1 2 3 4 5 6 7 8
Environmental actions 0.215* 0.265 ** 0.282 **
(0.113) (0.111) (0.115)
Environmental 0.274 % 0.292 0.305 ***
consciousness
(0.109) (0.107) (0.102)
Temporal orientation 0.275* 0.244 0.342 **
(0.147) (0.160) (0.132)
The pt(l)‘}e)l;lraet;on of (i.g56 (3,275 &(165 _0.052 #+ 0,080+
(0.008) (0.012) (0.008) (0.009) (0.012)
Size of the city 0.000 0.000 0.000 0.000 0.000
(0.001) (0.001) (0.001) (0.001) (0.001)
Annual growth rate 0.246 ** 0.268 ** 0.250 ** 0.197 0.204 *
(0.116) (0.110) (0.112) (0.129) (0.106)
Education 0.080 0.096 0.092 0.113 0.156 **
(0.094) (0.089) (0.080) (0.093) (0.061)
Constant 0.564 * 0.813 *** 0.784 *** 0.773 *** —-0.039 0.046 0.177 -1.162**
(0.294) (0.221) (0.179) (0.247) (0.348) (0.303) (0.398) (0.517)
Observations 84 84 84 84 84 84 84 84
R? within 0.081 0.054 0.076 0.055 0.16 0.166 0.121 0.31
R? between 0.000 0.016 0.005 0.003 0.006 0.004 0.002 0.016
R? overall 0.002 0.001 0.000 0.000 0.000 0.000 0.000 0.001

*p <0.10, ** p < 0.05, ** p < 0.01. Robust standard errors in parentheses. DV: Dependent variable.

Testing the hypothesis suggested a positive association between environmental actions and
green entrepreneurship in different regions of Saudi Arabia, as stated in Hypothesis 1. We found
that culture, such as environmental actions, had a positive influence on green entrepreneurship.
Green entrepreneurs have to enhance the value of green entrepreneurship by balancing running
a business with sustainability ideals [67]. A further variable employed to understand green
entrepreneurship was that of environmental consciousness. Hypothesis 2 states that environmental
consciousness is positively associated with green entrepreneurship in Saudi Arabia. We found
that environmental consciousness was positively related to green entrepreneurship. The same
positivity of influence was noticeable for the second hypothesis, but overall, the influence of
environmental consciousness was not contrary to expectations, being positive. Green entrepreneurs
could incrementally enhance the environment through their own businesses, and with their products
and services, they are potentially able to educate a wide audience regarding many advantages in
environmental protection [64]. Hypothesis 3, which suggested that temporal orientation was positively
associated with green entrepreneurship in Saudi Arabia, was also fully supported. Individuals focus
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their attention on temporal orientation (past/present/future) and clarify responses to implicit and
explicit temporal orientation [82]. Temporal orientation had a significantly positive influence on green
entrepreneurial measures within Saudi Arabia.

6. Discussion and Conclusions

At the present time, there is limited knowledge about the association between culture and green
entrepreneurship with specific reference to Saudi Arabia. In particular, our study examined the
influence of cultural factors (i.e., environmental actions, environmental consciousness, and temporal
orientation) on green entrepreneurial activity in Saudi Arabia. We found that there was a positive
relationship between culture and green entrepreneurship, which varied across regions. Our results
might encourage entrepreneurs to adopt a green approach that aims to develop an entrepreneurial
activity that solves environmental problems. This could mean that culture has had a strong influence
on environmental commitment in Saudi Arabia to solve environmental issues.

We also found that environmental actions increased the level of green entrepreneurial activity
in Saudi Arabia. Cultural practices act as an improved indication of sustainability endeavors [16].
Actions and motivations derive from the need to approach environmental issues, resulting in alternative
and enhanced environmentally-friendly products and practices that are widely disseminated [69].
Additionally, we discovered that environmental consciousness had a positive influence on green
entrepreneurship, given that green entrepreneurs have to consider the balance between business and
environmental approaches [22]. Green entrepreneurs were thus identified as novel entrepreneurial
players, in search of ways to fuse environmental awareness and business acumen in a holistic way [74].
Indeed, it is their overall objective regarding the sanctity of the environment that separates them from
other entrepreneurs [64]. The main influence of temporal orientation on green entrepreneurship was
also found to be positive and significant. The strategies of many successful entrepreneurs often involve
time-based origins [25].

6.1. Implications for Theory

Green entrepreneurs are emotionally engaged by building a strong bond with society.
Green entrepreneurs can also be cognitively engaged in understanding the clear mission and purpose
of a new business by receiving information and appropriate feedback from social needs. If green
entrepreneurs have a strong bond with society, then they feel that they are valued by local and
national entities; thus, their opinions and actions may be taken into consideration to propose
solutions for sustainable development processes [21]. This allows entrepreneurs to develop an
emotional engagement that helps their venture to succeed in its sustainable goals by understanding
contextualized societal culture. Animportantimplication for the analysis of informal institutions [14,15],
particularly for culture as an antecedent of green entrepreneurial activity, was found in this study.
For example, the cultural dimensions of green entrepreneurship, in its three forms, are beneficial
for more sustainable business activity in harmony with the environment. This may be the first step
toward a more environmentally-friendly-focused society, leading to the conservation of resources for
future generations.

Green entrepreneurship is a novel field of research, which needs further exploration regarding
the role of entrepreneurial activity as a means for sustaining the environment and ecosystems,
whilst forwarding both economic and non-economic gains for investors and society in general [73].
Research into informal institutions needs a theory-based consultation regarding the notion of
such institutions being vital for certain outcomes in green entrepreneurship. Our findings
present a more generalized perspective by illustrating the fact that informal institutions (culture)
also ensure added general consensus, reinforcing the influence on green entrepreneurship (e.g.,
environmental actions, environmental consciousness, and temporal orientation). In this sense,
further theoretical understanding may better guide scholars studying Saudi Arabia to further advance
the comprehension of culture as the awareness of society toward sustainability. It may also serve
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to encourage the advertising of results related to sustainability in order to increase legitimacy and
support from the entire population, as well as from entrepreneurs.

6.2. Implications for Practice

We focused on different cities in different regions of the Kingdom of Saudi Arabia. Government and
private individuals are both key instigators of entrepreneurial actions. Itis hence vital that entrepreneurs
enhance their understanding of how these approaches are determined and shaped. Consideration of
uncertain influences on business-based sustainability strategy, such as the cultural characteristics
evaluated in this study, may well be of benefit to entrepreneurs in assessing, more appropriately,
the significance of the informal institutional application of pressure on both corporate and strategic
activities. As our findings illustrated, cultural influence on sustainability may apply to many cities
sharing similar cultures, rather than being limited to individual ones. By achieving the formation
of productive clusters, entrepreneurs that operate on an intra-city basis may benefit from such an
approach. Our study offers insight to aid entrepreneurs in coping with the challenges of strategically
balancing sustainability practices as international ventures with the expectation to be local between
cities that have common shared cultural values and corporate sustainability.

Future entrepreneurs may be interested in finding and applying environmentally-friendly solutions
for green market needs, and market needs overall. Their contribution to social development can
also effectively create enhanced opportunities in green entrepreneurship. In doing so, they not only
contribute to their own careers, but also to the employment of others.

6.3. Limitations and Future Research

In spite of these strengths, there are other limitations to this study. Firstly, as the present paper
explored the relationship between culture and green entrepreneurship, represented by environmental
commitment in Saudi Arabia, it would be beneficial to consider other cultural dimensions that may
affect green entrepreneurial activity [17]. For example, it would be supportive to consider variables
at the city level, such as crime rates, air pollution, unofficial companies, etc. Secondly, we used
secondary data for the 2015-2018 period; subsequent studies should focus on a wider time span to
achieve long-term analyses, in which dynamic effects may also illustrate the different or similar
responses of entrepreneurship when institutional factors change in developing countries [106].
Thirdly, future research may extend the analysis to cross-country comparisons, such as examining
other regions in the Arab Gulf. Fourthly, there are no global databases for green entrepreneurship,
so future research could experiment with various proxies for green entrepreneurship and could
determine whether the results remain stable across variables and techniques. We are aware that a lack
of data sources poses a challenge to overcome, particularly when attempting to conduct cross-country
comparisons, due to the limited number of indicators and the differences in measurements across
countries [107]. Further efforts are needed to create homogenous information concerning green
entrepreneurship, as well as its antecedents and those consequences beyond economic terms [108].
Future research should improve the quality and scope of the indicators, for both dependent, as well as
independent variables, which may increase reliability and the ability to analyze causal relationships in
a cross-sectional setting [18].
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Appendix A

Table Al. Definitions of green entrepreneurship and related concepts.

Labels

Definitions

Citations

Green entrepreneurial
activity

2 Green entrepreneurship

Environmental
orientation

4 Green logic

5 Green entrepreneurs

“The process of identifying, evaluating and
seizing entrepreneurial opportunities that
minimize a venture’s impact on the natural
environment and therefore create benefits
for society as a whole and for
local communities”

[Green entrepreneurs engagein ... | “a kind
of social activity that aims at protecting and
preserving the natural environment”
“The recognition by managers of the
importance of environmental issues facing
their firms by mainstreaming green
product strategies”

“Part of a complex institutional
environment, facing a sharing platform,
alongside the social and economic logic”
“Those who start businesses based on the
principle of sustainability with strong
underlying green values and who sell green
products or services”

[10]

[46]

[61]

[68]

[45]

Appendix B

Table A2. Regression for green entrepreneurship without the control variable education.

1 3 4 5 6 7 8
. . 0.215* 0.259 ** 0.270 **
Environmental actions (0.113) (0.115) (0.118)
Environmental 0.274 ** 0.288 ** 0.296 **
consciousness (0.109) (0.107) (0.106)
Temporal orientation 0.275+ 0.219 0.304
(0.147) (0.156) (0.136)
The population of the area —0.058 *** —0.076 *** —0.067 *** —0.055 *** —0.082 ***
(0.008) (0.012) (0.008) (0.009) (0.012)
Size of the city 0.000 0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000)
Annual growth rate 0.248 * 0.269 ** 0.252 ** 0.204 0.214*
(0.121) (0.116) (0.117) (0.135) (0.116)
0.732 *** 0.813 *** 0.784 *** 0.773 *** 0.175 0.246 0.449 —0.741
Constant (0.231) (0.221) (0.179) (0.247) (0.360) 0.277) (0.292) (0.487)
Observations 84 84 84 84 84 84 84 84
R? within 0.074 0.054 0.076 0.055 0.149 0.157 0.107 0.284
R? between 0.000 0.016 0.005 0.003 0.006 0.004 0.002 0.016
R2 overall 0.001 0.001 0.000 0.000 0.000 0.000 0.000 0.002

*p <0.10, ** p < 0.05, *** p < 0.01. Robust standard errors in parentheses.

References

1. Schaltegger, S.; Wagner, M. Types of Sustainable Entrepreneurship and Conditions for Sustainability
Innovation: From the Administration of a Technical Challenge to the Management of an Entrepreneurial
Opportunity. In Sustainable Innovation and Entrepreneurship; Edward Elgar: Cheltenham, UK, 2008; pp. 27-40.

2. Dixon, S.E; Clifford, A. Ecopreneurship—A New Approach to Managing the Triple Bottom Line. J. Organ.

Chang. Manag. 2007, 20, 326-345. [CrossRef]

3. Krueger, N.F. Sustainable Entrepreneurship: Broadening the Definition of Opportunity. In Proceedings of
the 19th National Conference of United States Association for Small Business and Entrepreneurship Small

Business and Entrepreneurship, California, LA, USA, 13-16 January 2005; pp. 13-16.

263



Sustainability 2020, 12, 3673

10.

11.

12.

13.

14.

15.
16.

17.

18.

19.
20.

21.

22.

23.

24.

25.
26.

27.
28.

29.

30.

31.

Schlange, L.E. What Drives Sustainable Entrepreneurs? 3rd Appl. Bus. Entrep. Assoc. Int. (ABEAI) Conf.
2006, 24, 16-20.

Chick, A. Green Entrepreneurship: A Sustainable Development Challenge; Sage: Thousand Oaks, CA, USA, 2008.
Gliedt, T.; Parker, P. Green Community Entrepreneurship: Creative Destruction in the Social Economy. Int. |.
Soc. Econ. 2007, 34, 538-553. [CrossRef]

Harini, V.; Meenakshi, D.T. Green Entrepreneurship Alternative (Business) Solution to Save Environment.
Asia Pac. ]. Manag. Entrep. Res. 2012, 1, 79.

Linnanen, L. An Insiders Experiences with Environmental Entrepreneurship. Greener Manag. Int. 2005, 2002, 71-80.
[CrossRef]

Allen, ].C.; Malin, S. Green Entrepreneurship: A Method for Managing Natural Resources? Soc. Nat. Resour.
2008, 21, 828-844. [CrossRef]

Gast, J.; Gundolf, K.; Cesinger, B. Doing Business in a Green Way: A Systematic Review of the Ecological
Sustainability Entrepreneurship Literature and Future Research Directions. J. Clean Prod. 2017, 147, 44-56.
[CrossRef]

Inglehart, R.F. Cultural Evolution; Cambridge University Press: Cambridge, UK, 2018.

General Organization for Statistics. The Total Population. 2019. Available online: https://www.stats.gov.sa/
en/indicators/1 (accessed on 25 November 2019).

Mewa (Ministry of Environment Water & Agriculture). Sustainable Development. 2019.
Available online: https://www.mewa.gov.sa/en/Ministry/initiatives/SustainableDevelopment/Pages/default.
aspx (accessed on 29 January 2020).

North, D.C. Institutions, Institutional Change and Economic Performance; Cambridge University Press:
Cambridge, UK, 1990.

North, D.C. Understanding the Process of Economic Change; Princeton University Press: Princeton, NJ, USA, 2005.
Roy, A.; Goll, I. Predictors of Various Facets of Sustainability of Nations: The Role of Cultural and Economic
Factors. Int. Bus. Rev. 2014, 23, 849-861. [CrossRef]

Meek, W.R.; Pacheco, D.E; York, ].G. The Impact of Social Norms on Entrepreneurial Action: Evidence from
the Environmental Entrepreneurship Context. J. Bus. Ventur. 2010, 25, 493-509. [CrossRef]

Urbano, D.; Audrestch, D.; Aparicio, S. Twenty-Five Years of Research on Institutions Entreprenurship and
Economic Growth: What Has Been Learned? Small Bus. Econ. 2019, 1, 21-49. [CrossRef]

Adler, N.J. Cross-Cultural Management Research: The Ostrich and the Trend. Acad. Manag. Rev. 1983, 8, 226.
Andries, P.; Stephan, U. Environmental Innovation and Firm Performance: How Firm Size and Motives
Matter. Sustainability 2019, 11, 3585. [CrossRef]

Lotfi, M.; Yousefi, A.; Jafari, S. The Effect of Emerging Green Market on Green Entrepreneurship and
Sustainable Development in Knowledge-Based Companies. Sustainability 2018, 10, 2308. [CrossRef]

Gibbs, D.; O'Neill, K. Building a Green Economy? Sustainability Transitions in the UK Building Sector.
Geoforum 2014, 59, 133-141. [CrossRef]

Audretsch, D.B.; Keilbach, M. Resolving the Knowledge Paradox: Knowledge-Spillover Entrepreneurship
and Economic Growth. Res. Policy 2008, 37, 1697-1705. [CrossRef]

Boumal, W.J.; Strom, R.J. Entrepreneurship and economic growth. Strateg. Entrep. ]. 2007, 17, 233-237.
[CrossRef]

Bird, B.J.; West, G.P. Time and Entrepreneurship. Entrep. Theory Pract. 1998, 22, 5-9. [CrossRef]

Gevrenova, T. Nature and Characteristics of Green Entrepreneurship. Trakia J. Sci. 2017, 13 (Suppl. 2), 321-323.
[CrossRef]

Schaper, M. Understanding the Green Entrepreneur. ]. Enterprising Cult. 2016, 12, 27-40.

Saberi, M.; Hamdan, A. The moderating role of governmental support in the relationship between
entrepreneurship and economic growth. |. Entrep. Emerg. Econ. 2019, 11, 200-216. [CrossRef]

Dvoulety, O.; Gordievskaya, A.; Prochdzka, D. Investigating the relationship between entrepreneurship and
regional development: Case of developing countries. J. Glob. Entrep. Res. 2018, 8, 16. [CrossRef]

McAdam, M.; Crowley, C.; Harrison, R. The Emancipatory Potential of Female Digital Entrepreneurship:
Institutional Voids in Saudi Arabia. Acad. Manag. Proc. 2018, 1, 10255. [CrossRef]

Alessa, A.; Alajmi, S. The development of Saudi Arabian Entrepreneurship and Knowledge society. Int. |.
Manag. Excell. 2017, 9, 1155. [CrossRef]

264



Sustainability 2020, 12, 3673

32.

33.

34.

35.

36.

37.

38.

39.

40.
41.

42.

43.

44.
45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

Soomro, B.; Ghumro, I.; Shah, N. Green entrepreneurship inclination among the younger generation:
An avenue towards a green economy. Sustain. Dev. 2019, 10, 1002. [CrossRef]

Zaydane, Amro Alaa’ Entrepreneurship: The driving force of national economies, Gulf Arab Academy for
Studies. Manama Branch Bahrain 2011, 3, 9.

Ashri, O. On The Fast Track: Saudi Arabia’s Entrepreneurship Ecosystem. Available online: https:
//www.entrepreneur.com/article/336766 (accessed on 1 May 2020).

Thompson, M. ‘Saudi Vision 2030": A viable response to youth aspirations and concerns? Asian Aff. 2017, 48, 205-221.
[CrossRef]

Ahamad Nalband, N.; Alkelabi, S.; Awad Jaber, D. Innovation Practices in Saudi Arabian Businesses. Int. J.
Bus. Manag. 2016, 11, 136. [CrossRef]

Williamson, O.E. The New Institutional Economics: Taking Stock, Looking Ahead. ]. Econ. Lit. 2000, 38, 595-613.
[CrossRef]

Bjornskov, C.; Foss, N.J. Institutions, Entrepreneurship, and Economic Growth: What Do We Know? And
What Do We Still Need to Know? Acad. Manag. Perspect. 2016, 30, 292-315. [CrossRef]

Zhai, Q.; Su, J.; Ye, M.; Xu, Y. How Do Institutions Relate to Entrepreneurship: An Integrative Model.
Entrep. Res. ]. 2018, 9. [CrossRef]

Su, Z. The Co-Evolution of Institutions and Entrepreneurship. Asia Pac. ]. Manag. 2020. [CrossRef]
Urbano, D.; Aparicio, S. Entrepreneurship Capital Types and Economic Growth: International Evidence.
Technol. Forecast Soc. 2016, 102, 34-44. [CrossRef]

Thornton, PH.; Ribeiro-Soriano, D.; Urbano, D. Socio-Cultural Factors and Entrepreneurial Activity.
Int. Small Bus. J. 2011, 29, 105-118. [CrossRef]

Urbano, D.; Audrestch, D.; Aparicio, S. Institutional Factors, Opportunity Entrepreneurship and Economic
Growth: Panel Data Evidence. Technol. Forecast Soc. 2016, 102, 45-61.

Melay, I; Kraus, S. Green entrepreneurship: Definitions of related concepts. Int. |. Strateg. Manag. 2012, 12, 1-13.
Silajdzi¢, L.; Kurtagi¢, S.; Vucijak, B. Green entrepreneurship in transition economies: A case study of
Bosnia and Herzegovina. J. Clean. Prod. 2015, 88, 376-384. [CrossRef]

Yi, G. From green entrepreneurial intentions to green entrepreneurial behaviors: The role of university
entrepreneurial support and external institutional support. Int. Entrep. Manag. J. 2020, 1-17. [CrossRef]
Caprar, D.V,; Neville, B.A. “Norming” and “Conforming”: Integrating Cultural and Institutional Explanations
for Sustainability Adoption in Business. J. Bus. Ethics. 2012, 110, 231-245. [CrossRef]

Haxhi, I; Ees, H.V. Explaining Diversity in the Worldwide Diffusion of Codes of Good Governance. |. Int.
Bus. Stud. 2009, 41, 710-726. [CrossRef]

Ringov, D.; Zollo, M. The Impact of National Culture on Corporate Social Performance. Corp. Gov. Int. |.
Bus. Soc. 2007, 7, 476-485. [CrossRef]

Waldman, D.A.; de Luque, M.S.; Washburn, N.; Adetoun, B.; Barrasa, A. Cultural and Leadership Predictors
of Corporate Social Responsibility Values of Top Management: A GLOBE Study of 15 Countries. ]. Inf.
Bus. Stud. 2006, 823-837. [CrossRef]

Toannou, I; Serafeim, G. What Drives Corporate Social Performance? The Role of Nation-Level Institutions.
J. Int. Bus. Stud. 2012, 43, 834-864. [CrossRef]

Sz6cs, I.; Schlegelmilch, B.B.; Rusch, T.; Shamma, H.M. Linking Cause Assessment, Corporate Philanthropy,
and Corporate Reputation. J. Acad. Mark. Sci. 2016, 44, 376-396. [CrossRef]

Williams, G.A.; Zinkin, J. The Effect of Culture on Consumers Willingness to Punish Irresponsible/Corporate
Behaviour: Applying Hofstedes Typology to the Punishment Aspect of Corporate Social Responsibility.
Bus. Ethics Eur. Rev. 2008, 17, 210-226. [CrossRef]

Stephan, U.; Uhlaner, L.M. Performance-Based vs Socially Supportive Culture: A Cross-National Study of
Descriptive Norms and Entrepreneurship. J. Int. Bus. Stud. 2010, 41, 1347-1364. [CrossRef]

Grinevich, V.; Huber, F,; Karatag—(")zkan, M.; Yavuz, C. Green entrepreneurship in the sharing economy:
Utilising multiplicity of institutional logics. Small Bus. Econ. 2019, 52, 859-876. [CrossRef]

Roland, G. Understanding Institutional Change: Fast-Moving and Slow-Moving Institutions. Stud. Comp.
Int. Dev. 2004, 38, 109-131. [CrossRef]

Ndumbisi, N.O.; Nair, S.R. Green Entrepreneurship (GE) and Green Value Added (GVA): A Conceptual
Framework. Int. ]. Entrep. 2009, 13, 21-34.

265



Sustainability 2020, 12, 3673

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.
70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

Gibbs, D. Sustainability Entrepreneurs, Ecopreneurs and the Development of a Sustainable Economy.
Greener Manag. Int. 2006, 6, 63-78. [CrossRef]

Parboteeah, K.P.; Addae, H.M.; Cullen, J.B. Propensity to Support Sustainability Initiatives: A Cross-National
Model. J. Bus. Ethics 2012, 105, 403—-413. [CrossRef]

Thang, N.N.; Quang, T.; Son, N.H. The knowledge creation and green entrepreneurship-A study of two
Vietnamese green firms. Asian Acad. Manag. ]. 2013, 2, 21.

Papadopoulos, I.; Karagouni, G.; Trigkas, M.; Beltsiou, Z. Mainstreaming green product strategies.
Euromed J. Bus. 2014, 9, 293-317. [CrossRef]

Karimi, R.; Nabavi Chashmi, S. Designing Green Entrepreneurship Model in Sustainable Development
Consistent with the Performance of Tehran Industrial Towns. J. Bus. Bus. Mark. 2019, 26, 95-102. [CrossRef]
Miska, C.; Sz6cs, 1.; Schiffinger, M. Culture’s Effects on Corporate Sustainability Practices: A Multi-Domain
and Multi-Level View. J. World Bus. 2018, 53, 263-279. [CrossRef]

Kluckhohn, C. Values and Value-orientations in the Theory of Action: An Exploration in Definition and Classification
Toward a General Theory of Action; Harvard University Press: Cambridge, MA, USA, 1951.

Kluckhohn, ER.; Strodtbeck, EL. Variations in Value Orientations; Kluckhohn, FR., Strodtbeck, F.L., Eds.; Row,
Peterson: Evanston, IL, USA, 1961.

Anbari, ET.; Khilkhanova, E.V.; Romanova, M.V.; Umpleby, S.A. Cross Cultural Differences and Their
Implications for Managing International Projects. Available online: http://www.gwu.edu/~{jumpleby/recent_
papers/2003_cross_cultural_differences_managi_international_projects_anbari_khilkhanova_romanova_
umpleby.htm (accessed on 30 January 2020).

Egri, C.P; Khilji, S.E.; Ralston, D.A.; Palmer, I.; Girson, I.; Milton, L.; Richards, M.; Ramburuth, P.; Mockaitis, A.
Do Anglo Countries Still Form a Values Cluster? Evidence of the Complexity of Value Change. ]. World Bus.
2012, 47,267-276. [CrossRef]

Jolink, A.; Niesten, E. Sustainable Development and Business Models of Entrepreneurs in the Organic Food
Industry. Bus. Strateg. Environ. 2013, 24, 386—401. [CrossRef]

Schaltegger, S. A Framework for Ecopreneurship. Greener Manag. Int. 2002, 2002, 45-58. [CrossRef]

Gibbs, D. Industrial Ecology and Eco-Industrial Development-The UK'’s National Industrial Symbiosis
Programme (NISP). In Environmental Informatics and Industrial Environmental Protection: Concepts, Methods
and Tools: Envirolnfo 2009; Wohlgemuth, V., Page, B., Voigt, K., Eds.; University of Applied Sciences: Berlin,
Germany, 2009; Volume 2, pp. 245-251.

Evans, D.; Abrahamse, W. Beyond Rhetoric: The Possibilities of and for ‘Sustainable Lifestyles’. Environ. Polit.
2009, 18, 486-502. [CrossRef]

Acs, Z.].; Estrin, S.; Mickiewicz, T.; Szerb, L. Entrepreneurship, Institutional Economics, and Economic
Growth: An Ecosystem Perspective. Small Bus. Econ. 2018, 51, 501-514. [CrossRef]

Pacheco, D.F;; Dean, T.J.; Payne, D.S. Escaping the Green Prison: Entrepreneurship and the Creation of
Opportunities for Sustainable Development. |. Bus. Ventur. 2010, 25, 464-480. [CrossRef]

Tilley, F; Parrish, B.D. From Poles to Wholes: Facilitating an Integrated Approach to Green entrepreneurship.
World Rev. Entrep. Manag. Sustain. Dev. 2006, 2, 281.

Radovi¢-Markovi¢, M.; Zivanovié, B. Fostering Green Entrepreneurship and Women’s Empowerment
through Education and Banks’ Investments in Tourism: Evidence from Serbia. Sustainability 2019, 11, 6826.
[CrossRef]

Rodgers, C. Green entrepreneurship in SMEs: A Case Study Analysis. Corp. Soc. Responsib. Environ. Manag.
2010, 17, 125-132. [CrossRef]

Thompson, N.; Kiefer, K.; York, J.G. Distinctions Not Dichotomies: Exploring Social, Sustainable, and
Environmental Entrepreneurship. In Social and Sustainable Entrepreneurship; Lumpkin, G.T., Katz, J.A., Eds.;
Emerald Group Publishing Limited: Bingley, UK, 2011; Volume 13, pp. 201-229.

Kirkwood, J.; Walton, S. How Green Is Green? Ecopreneurs Balancing Environmental Concerns and Business
Goals. Australas J. Environ. Manag. 2014, 21, 37-51. [CrossRef]

Zimbardo, P.G.; Boyd, ].N. Putting Time in Perspective: A Valid, Reliable Individual-Differences Metric.
J. Pers. Soc. Psychol. 1999, 77, 1271-1288. [CrossRef]

Zimbardo, P.G.; Keough, K.A_; Boyd, ].N. Present Time Perspective as a Predictor of Risky Driving. Pers. Indiv.
Differ. 1997, 23, 1007-1023. [CrossRef]

266



Sustainability 2020, 12, 3673

81.

82.

83.

84.
85.

86.

87.

88.

89.

90.

91.

92.

93.

94.
95.

96.

97.

98.

99.

100.

101.

102.

103.

104.

105.

106.

West, G.P.; Meyer, G.D. Temporal Dimensions of Opportunistic Change in Technology-Based Ventures.
Entrep. Theory Pract. 1998, 22, 31-52. [CrossRef]

Shipp, A.J.; Edwards, ].R.; Lambert, L.S. Conceptualization and Measurement of Temporal Focus: The Subjective
Experience of the Past, Present, and Future. Organ. Behav. Hum. Dec. 2009, 110, 1-22. [CrossRef]

Bird, B.J. The Operation of Intentions in Time: The Emergence of the New Venture. Entrep. Theory Pract.
1992, 17, 11-20. [CrossRef]

Isaak, R. Green Logic: Ecopreneurship, Theory and Ethics; Greenleaf Publishing: Sheffield, UK, 1998.
Lévesque, M.; Stephan, U. It’s Time We Talk About Time in Entrepreneurship. Entrep. Theory Pract. 2019,
in press. [CrossRef]

Welter, F. Contextualizing Entrepreneurship-Conceptual Challenges and Ways Forward. Entrep. Theory Pract.
2011, 35, 165-184. [CrossRef]

Schwartz, M.S.; Carroll, A B. Integrating and Unifying Competing and Complementary Frameworks. Bus. Soc.
2008, 47, 148-186. [CrossRef]

Bansal, P.; Song, H.-C. Similar But Not the Same: Differentiating Corporate Sustainability from Corporate
Responsibility. Acad. Manag. Ann. 2016, 11, 105-149. [CrossRef]

Bansal, P; Desjardins, M.R. Business Sustainability: It Is about Time. Strateg. Organ. 2014, 12, 70-78.
[CrossRef]

Klasing, M.J. Cultural Dimensions, Collective Values and Their Importance for Institutions. J. Comp. Econ.
2013, 41, 447-467. [CrossRef]

OECD. Entrepreneurship at a Glance. 2011.  Available online: https:/www.oecdilibrary.org/
docserver/97892640977114en.pdf?expires=1558955662andid=idandaccname=guestandchecksum=
142B4BCD48043481BBF787B4DB078A9 (accessed on 29 January 2020).

Kraus, P; Stokes, P; Cooper, S.; Liu, Y.; Moore, N.; Britzelmaier, B.; Tarba, S. Cultural Antecedents
of Sustainability and Regional Economic Development—A Study of SME ‘Mittelstand’ Firms in
Baden-Wiirttemberg (Germany). Entrep. Region. Dev. 2020, 1-25. [CrossRef]

Papke, L.; Wooldridge, J. Panel data methods for fractional response variables with an application to test
pass rates. J. Econom. 2008, 145, 121-133. [CrossRef]

Liu, W.; Xin, J. Modeling fractional outcomes with SAS. SAS Support Resour. 2014, 1, 1304.

Zahra, S.A. Governance, Ownership, and Corporate Entrepreneurship: The Moderating Impact of Industry
Technological Opportunities. Acad. Manag. Ann. 1996, 39, 1713-1735.

Uslu, Y.D.; Hancioglu, Y.; Demir, E. Applicability to Green Entrepreneurship in Turkey: A Situation Analysis.
Proc. Soc. Behav. 2015, 195, 1238-1245. [CrossRef]

Audretsch, D.; Belitski, M.; Desai, S. National Business Regulations and City Entrepreneurship in Europe:
A Multilevel Nested Analysis. Entrep. Theory Pract. 2018, 43, 1148-1165. [CrossRef]

Zahedi, A.; Otterpohl, R. Towards Sustainable Development by Creation of Green Social Entrepreneurs
Communities. Proc. Cirp. 2015, 26, 196-201. [CrossRef]

Moe.gov.sa. Kingdom of Saudi Arabia—Ministry of Education. 2019. Available online: https://www.moe.
gov.sa/en/Pages/Statisticallnformation (accessed on 29 January 2020).

Estrin, S.; Mickiewicz, T.; Stephan, U. Entrepreneurship, Social Capital, and Institutions: Social and
Commercial Entrepreneurship Across Nations. Entrep. Theory Pract. 2013, 37, 479-504. [CrossRef]

Baltagi, B.H. Econometric Analysis of Panel Data. A Companion to Econometric Analysis of Panel Data;
John Wiley & Sons Inc: Chichester, UK, 2009.

Bondell, H.D.; Krishna, A.; Ghosh, S.K. Joint Variable Selection for Fixed and Random Effects in Linear
Mixed-Effects Models. Biometrics 2010, 66, 1069-1077. [CrossRef] [PubMed]

Hair, J.E. Multivariate Data Analysis: A Global Perspective; Pearson: Upper Saddle River, NJ, USA, 2010.
Myers, R. Classical and Modern Regression with Applications, 2nd ed.; Duxbury: Boston, MA, USA, 1990.
Mason, C.; Perreault, W. Collinearity, Power, and Interpretation of Multiple Regression Analysis. J. Mark. Res.
1991, 28, 268-280. [CrossRef]

Urbano, D.; Audretsch, D.; Aparicio, S.; Noguera, M. Does Entrepreneurial Activity Matter for Economic
Growth in Developing Countries? The Role of the Institutional Environment. Int. Entrep. Manag. ].
2019, in press. [CrossRef]

267



Sustainability 2020, 12, 3673

107. Schillo, R.S.; Persaud, A.; Jin, M. Entrepreneurial Readiness in the Context of National Systems of
Entrepreneurship. Small Bus. Econ. 2016, 46, 619-637. [CrossRef]

108. Aparicio, S.; Audretsch, D.; Urbano, D. Does entrepreneurship matter for inclusive growth? The role of
social progress orientation. Entrep. Res. ]. 2020, in press. [CrossRef]

® © 2020 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access
@ article distributed under the terms and conditions of the Creative Commons Attribution
BY

(CC BY) license (http://creativecommons.org/licenses/by/4.0/).

268



a“r sustainability m\p\py

Article

The Efficiency of R&D Expenditures in
ASEAN Countries

Pawel Dobrzanski * and Sebastian Bobowski 2

1 Department of Mathematical Economics, Wroclaw University of Economics and Business,

53-345 Wroclaw, Poland
Department of International Economic Relations, Wroclaw University of Economics and Business,
53-345 Wroclaw, Poland; sebastian.bobowski@ue.wroc.pl

*  Correspondence: pawel.dobrzanski@ue.wroc.pl

Received: 11 March 2020; Accepted: 26 March 2020; Published: 29 March 2020

Abstract: The aim of this study is to determine whether funds spent on research and development
are used efficiently in Association of Southeast Asian Nations (ASEAN) countries. Fifteen countries
in the 2000-2016 period have been examined. Measuring the efficiency of research and development
spending was performed using the non-parametric Data Envelopment Analysis (DEA) methodology,
which allows for the assessment of input—output efficiency. The research includes the following
input and output variables: annual public and private spending on innovation, high-technology
exports as a percentage of manufactured exports, patent applications to the World Intellectual
Property Organisation (WIPO) by priority year for million inhabitants, trademark applications (TA)
for million inhabitants and information and communications technology (ICT) exports as a percentage
of manufactured exports. Hong Kong and the Philippines are perhaps the most efficient with respect
to research and development (R&D) when analysed using the constant return to scale (CRS) approach.
However, according to the variable return to scale (VRS) approach, the most efficient ASEAN countries
are Hong Kong, Indonesia, Singapore and the Philippines. The study also confirms that increased
spending on innovation is resulting in non-proportional effects.

Keywords: Innovation; DEA Methodology; Relative efficiency

1. Introduction

The importance of innovation in shaping economic growth is fundamental to new growth theory,
which assumes that long-term growth can be achieved through endogenous technological progress [1].
This theoretical concept has been confirmed in numerous empirical studies [2-5]. Improving innovation
is particularly important for developing countries that are trying to improve their competitiveness
and stimulate economic growth. As concluded in the study of Liu et Al [6], the whole world is
benefitting from the R&D inputs of advanced countries and international R&D spillovers help to
improve technologies, but at the same time the worldwide technological gap is still enlarging.

Nowadays, governments focus on the development of innovation policies and strategies. This
strategy assumes a steady increase in R&D spending; however, such spending does not necessarily go
hand-in-hand with the efficient use of such funding. Such inefficiency may be one of the reasons for
the deepening innovation gap.

The Association of Southeast Asian Nations (ASEAN) countries were selected for this analysis due
to the dynamic growth of the region. Ten countries belonging to the ASEAN group are characterised
by a wide variety of macroeconomic indicators, levels of development and innovation. Also, the
experience of ASEAN countries in the areas of shaping and conducting innovation policies and creating
national innovation systems are diverse.
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Despite over 40 years of cooperation among ASEAN member states (AMS) in the fields of
science, technology and innovation (STI), little has been achieved in the establishment of a region-wide
innovation policy. Notwithstanding this, there have been many important initiatives at the regional
level aimed at enhancing the innovation capacities of AMS. In 1978, the ASEAN Committee on Science
and Technology (ASEAN COST) was established to promote and coordinate STI and human resource
development policies across ASEAN, as well as to stimulate the intra- and extra-ASEAN transfer
of technologies. Such technological transfer has been inscribed in the institutional framework of
ASEAN summits and the ASEAN Ministerial Meetings on Science and Technology (AMMST). Both
AMMST and ASEAN COST meet yearly to address STI policy issues, with the latter regularly hosting
representatives of the European Union, China, Japan, South Korea and the United States. ASEAN
COST has been instrumental in spearheading the creation of the first ASEAN Plan of Action on Science
and Technology in 1985. At the second ASEAN Informal Summit on 15 December 1997 in Kuala
Lumpur, the ASEAN Vision 2020 was announced, which pointed to STI policies as one of the pillars of
a future technologically competitive ASEAN, with highly skilled workers and strong networks of R&D
institutes. Shortly after the establishment of the ASEAN Economic Community (AEC) in December
2015, the ASEAN Plan of Action on Science, Technology and Innovation 2016-2025 was announced to
promote an innovative, competitive, integrated and sustainable ASEAN by 2025. A set of strategic
actions was aimed, among other things, at promoting cooperation between the public and private
sector, small and medium entrepreneurship, skilled staff mobility, the transfer of R&D results and
commercialisation. ASEAN COST has subsequently been relocated from the ASEAN Socio-Cultural
Community (ASCC) to the AEC Blueprint 2025, thus stressing the role of innovation, investment in
R&D and STT in improving productivity and industrial competitiveness of ASEAN. However, ASC
Blueprint 2025 still addresses STI in the field of education to establish a creative, innovative and
responsive ASEAN.

The aim of this research is to verify whether funds spent on R&D are used efficiently in ASEAN
countries. Innovativeness is a popular topic discussed in numerous scientific articles, where it is
studied through the prism of expenditure, its effects and innovation policy. However, the efficiency of
R&D spending, while seldom addressed, is certainly worth exploring.

The rest of the paper is organised as follows. Section 2 presents a review of the literature regarding
innovation policies in the ASEAN region and investigates innovation efficiency across ASEAN. Section 3
presents the research methodology. Section 4 describes the results of the data, while we discusses the
meaning of these results in Section 5. Section 6 concludes this research.

2. Literature Review

2.1. Region-Wide Innovation Policy in ASEAN

To date, there have been few in-depth studies of innovation policies in ASEAN or their economic
impacts. These studies include analyses by the Economic Research Institute for ASEAN and East Asia
(ERTA). Hahn and Narjoko [7] studied innovation at the level of microenterprises and establishment
in East Asian countries. Kuncoro [8] conducted research on innovation among medium and large
enterprises in Indonesia under globalisation, finding a disorganised approach to R&D expenditure
in the private sector between the mid-1990s and mid-2000s, with R&D declining in years 2000-2006.
Ito [9] observed that many enterprises in Indonesia shifted from high-end to low-end products, which
would suggest that the assumption of increased R&D expenditure and innovation might be inaccurate.
Indonesia, like many AMS, has been challenged by the middle-income trap due to a development
strategy relying on their cost advantage in the labour-intensive manufacturing/industrial market [10].
As argued by Ambashi et al. [11], the rapid rise in the cost of energy and related commodities upon
which primary industries depend at the beginning of the 21st century has discouraged private sector
innovation in many AMS and has led manufacturers to avoid high-end products. In this regard, there
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is a lack of incentive to spend on R&D and innovation in the long run by both public and private
sectors in many AMS [9].

The Global Innovation Index 2019 rankings recognise eight AMS among 129 countries/economies
(except Lao PDR and Myanmar), with Singapore in the highest rated (8") position, followed by
Malaysia, Vietnam, Thailand, the Philippines, Brunei Darussalam, Indonesia and Cambodia (in 35th,
42nd, 43rd, 54th, 71st, 85th and 98th positions, respectively). Malaysia was ranked second after
China in the upper-middle income group, and Vietnam first in the lower-middle income group.
Noteworthy, Singapore was ranked first in the Innovation Input Sub-Index 2019, surpassing, among
others, Switzerland, the United States and the Scandinavian countries; however, with respect to the
Innovation Output Sub-Index 2019, Singapore was only ranked in the 15th position. Noteworthy,
South East Asia is described as a region of continuous improvement in innovation.

The United Nations Development Program (UNDP) assessed AMS in terms of the Technology
Achievement Index (TAI), recognising an increase in regards to technological development and
innovation in 1999-2008 in Brunei Darussalam, Malaysia, Singapore, Thailand, but especially in
Vietnam. The Asian Development Bank Institute divided AMS into two categories in terms of
technological and innovation capacities based on data from 1999 to 2008: Singapore as the frontier and
the rest of AMS. Interestingly, while Singapore’s performance proved to be comparable to that of Japan
and South Korea, followers were ranked similarly to China and India.

Ambashi et al. [11] stressed that ASEAN as a whole is characterised by economic growth,
surpassing the technological and innovation achievements of most individual AMS. Intal et al. [12]
categorised these AMS into five groups, taking into account their stages of innovation (Table 1).

Intal et al. [12], building upon the work of Rasiah [13], studied the innovation policies of AMS in
regards to basic and high-tech infrastructure, network cohesion and global integration. Less developed
AMS (e.g., Cambodia, Lao PDR and Myanmar) are encouraged to stabilise politically, inspire demand
for innovation, competition and openness to foreign markets. Indonesia, the Philippines, Thailand
and Vietnam—classified to learning phase—are expected to learn-by-doing and to imitate, advance
social institutions to play the role of formal intermediaries between economic agents, and to be open to
foreign markets and foreign direct investment (FDI). As argued by Ambashi et al. [11], AMS might
establish and develop their own national innovation system (NIS) based on the typology described
above, taking into account various capabilities and limitations. A multidimensional approach to
innovation policy could embrace both industrial and trade policy measures, R&D expenditure and
incentives, as well as human resources development. Importantly, the national governments of AMS
may consider seek for balance between market and non-market mechanisms of intervention to proceed
with innovation-based industrialisation. In this regard, ASEAN as a whole might consider to work on
a region-wide innovation policy that would induce synergy between the innovation policies of AMS.
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Both Japan and South Korea are examples of countries that have successfully established their NIS
and developed domestic innovation with the support of properly designed industrial and trade policies,
relying on strategic technological and knowledge resources imported from the Western economies [14].
In the case of Japan, licensing agreements, strategic alliances with Western businesses as well as reverse
engineering have played a crucial role in their NIS. Using highly-skilled low-wage human resources,
Japanese enterprises imitated Western products to create something new and unique as opposed to
relying on the transfer of foreign technologies and knowledge through FD], as has been the case in
China and Singapore. Domestic industries were supported by the government through R&D and
export incentive schemes. Similarly, instead of relying on inward FDI, South Korea developed an
industrial policy aimed at the effective use of licensing agreements and arm’s length connections
with Western enterprises to build domestic innovation capacities, with strategic support dedicated
to large business conglomerates. China’s NIS has relied heavily on technology transfer through FDI
since the late 1970s, attracting Western businesses with a network of economic and technological
development zones supported by industrial policies and export promotion. Both central and local
governments enhanced the development of industrial clusters through regulatory reforms, financial
incentives and networking between SMEs, research institutes and universities [12]. In relation to China,
India demonstrates relatively low manufacturing and innovation competitiveness, thus its innovation
ecosystem has made less progress in such aspects as innovation and business sophistication and higher
education. Inadequate R&D expenditure—far below the target of 2% of GDP set in 2013—has been
dominated by the public sector, with special regard to the central government. On the other hand,
while the private sector remains relatively active in R&D activities in pharmaceuticals, information and
communications technology (ICT) and transportation, it is still only a relatively minor contributor [15].
Since the 1980s, India has attempted to become a kind of software hub, capitalising upon the prior
success of South Korea and Taiwan. In 1990, the government established the Software Technology
Parks (STPs), where Indian enterprises pioneered a Global Offshore Delivery Model.

2.2. National Innovation Policies in ASEAN

To date, six AMS have established NIS, categorised either to frontier phase of innovation policy
(Singapore), catch-up phase (Malaysia) or learning phase (Indonesia, the Philippines, Thailand and
Vietnam).

2.2.1. Indonesia

Indonesia has moved toward a service-led and knowledge-based economy since the mid-2000s.
Previously, however, Indonesia’s development strategy and economic growth used to rely heavily
on natural resources and trade in the import-substitution industries, followed by the accumulation
of labour and capital instead of science and technology. Key challenges included institutional and
regulatory bottlenecks, as well as a deficit of highly-skilled workers. Importantly, both public and
private R&D expenditure was government-centric and far below the average for the lower-middle
income transitional economies. As observed by Ambashi et al. [11], foreign enterprises are discouraged
from conducting R&D activities in Indonesia due to the relatively low quality of intellectual property
rights (IPR) with no significant changes in this regard after 2010.

In 2010, the National Innovation Committee was established to make innovation policy more
systematic and better governed; however, it was very soon dissolved under the guise of streamlining
bureaucracy. The coordinating role of the Directorate General for Innovation Strengthening, under
the supervision of the Ministry of Research, Technology and Higher Education (MRTHE), is highly
questionable due to lack of political mandate in multilayered hierarchy. Despite the government-centric
character of Indonesian R&D projects, they were historically poorly coordinated and short-lived
because of a lack of any formal, integrated NIS with no governing framework. Indonesia’s NIS (SINAS),
which is still under implementation, was established on the basis of the Medium-Term Development
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Plan 2015-2019, which aimed to increase Indonesia’s capacities in STI. This initiative should be regarded
as a step toward the implementation of more effective and formal innovation system.

2.2.2. Malaysia

In Malaysia, dynamic economic growth and technological development has been enhanced since
the 1980s by inward FDI, moving this economy up in the value chain from primary to manufacturing
products. Among key documents addressing science, technology and innovation development
at both macro and micro level, there has been the First National Science and Technology Policy
(NSTP1) 1986-1989; the Industrial Technology Development: A National Action Plan 1990-2001;
Second National Science and Technology Policy (NSTP2) 2002-2010; and National Policy on Science,
Technology and Innovation, 2013-2020. Among the key objectives of the strategies were enhancing
national R&D capacities, the commercialisation of R&D results through the National Innovation Model,
establishing partnerships between public universities and industries, and the development of new
knowledge-based industries.

The Malaysian government failed to achieve two of the basic objectives of the NSTP2, assuming
an increase in R&D expenditure (up to 1.5% of GDP) and personnel (up to 60 per 10,000 inhabitants)
by 2010. The National Policy on Science, Technology and Innovation, 2013-2020 put an emphasis
on sharing and communicating the objectives of STI policies among stakeholders, enhancing R&D
capacities of both public and private sectors, and promoting good governance to secure high quality
institutional and regulatory framework of STI. The New Economic Model (NEM), announced in 2010,
emphasised innovation. The NEM (2010) departed from the strategy of manufacturing export based
on low-cost labour immigration in favour of domestically-developed innovation capacities.

The Malaysian NIS has evolved gradually, with the Ministry of Science, Technology and Innovation
(MOSTI) and Ministry of Higher Education (MOHE) playing key roles. MOSTI supervises several
entities involved in biotechnology, ICT, industry, sea-to-space as well as ST, such as National Institutes
of Biotechnology Malaysia (NIBM) and Academy of Sciences (ASM), while MOHE governs a network
of centres of excellence with solid international reputation, mainly thanks to research results and
publications [16]. Both MOSTI and MOHE are primary donors to R&D activities in public and private
sector, however, other ministries such as Ministry of International Trade and Industry, Ministry of
Energy, Green Technology and Water, the Ministry of Agriculture and Agro-based Industry, and the
Ministry of Finance provide financing schemes to selected stakeholders.

As already noted, Malaysia is currently in the catching-up phase, thus still needs to improve and
advance its NIS to follow frontiers, such as Singapore. Firstly, there is a need to consolidate the numerous
departments, agencies and institutes inside the NIS to avoid overlaps and to make interconnections
between the different schemes and initiatives, making these clearer and more transparent. Secondly,
the availability of R&D incentives for industry are limited because of the administrative burden and
information deficit. Thirdly, universities could be more active in knowledge transfer, spill-over and
dissemination, and thus be more flexible and open to various stakeholders. Fourth, the number of
patent applications might be increased, including involvement of SMEs and better IP governance.

2.2.3. The Philippines

The Philippines had no emphasis on innovation policy until the late 2000s; however, many STI
plans and projects were launched following 1993 under the Ramos administration. The first National
Innovation Strategy (2000-2010), or Filipinnovation, was focused on investment in human capital, STI
and related management systems, and upgrading the Filipino mindset. There were four strategies in
the Philippine Development Plan 2011-2016 aimed at making national industries and services sectors
globally competitive and innovative. The Duterte administration (2016-2022) implemented a strategy
of promoting and increasing innovation under four national programs: the Collaborative Research and
Development to Leverage Philippine Economy Program (CRADLE), the Niche Centers in the Regions
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for R&D Program (NICER), the R&D Leadership Program (RDLead) and the Business Innovation
through S&T for Industry Program.

The Philippines are currently classified as being in the learning phase; nevertheless, there are many
important obstacles to implement and develop NIS. Firstly, there is a need to enhance cooperation
and spill-over among various stakeholders, such as industry, government and academia, including
specificity of sectors and companies involved. Secondly, intellectual property rights (IPR) could be
better protected and effective, striking a balance between incentives and restrictions dedicated to
FDL Thirdly, regular cooperation between universities and the private sector is necessary to develop
products and to commercialise R&D results. Fourth, both public and private R&D expenditure
might be higher, including introduction of effective financing schemes dedicated to start-ups under
internationally recognised standards.

2.2.4. Singapore

Singapore has experienced dynamic economic growth and technological development since 1965
due to inward FDI attracted by a business-friendly macroeconomic environment, low taxes and a
highly-skilled labour force. In 2016, the Research, Innovation and Enterprise 2020 Plan was launched
to increase the innovation capacities of the private sector. Financial resources are distributed within
the white space under the supervision of the National Research Foundation.

An important component of Singapore’s innovation policy is the development of knowledge-based
industrial clustering [17]. The timing of government intervention depends on the maturity and
specificity of a sector. The Economic Development Board (EDB) was established to serve as a one-stop
shop to attract FDI and talents under the slogan of Singapore’s innovation strategy: ‘Home for Business,
Home for Talent, Home for Innovation’. The geographical proximity of rapidly growing markets, such
as China and India, has made Singapore a regional hub for many Western multinational corporations
(MNCs) willing to tap into the economic dynamism in this part of the world.

It is critical for Singapore to maintain a competitive and consistent institutional regulatory
framework for NIS, and to keep all relevant stakeholders, including the private sector, actively
involved. As concluded by Ambashi et al. [11], Singapore is challenged nowadays by its transition
from being a technology adopter to a technology innovator through the development of a technological
entrepreneurial community. It seems then that knowledge-based industrial clustering is the key.

2.2.5. Thailand

Thailand experienced dynamic economic growth from the 1960s to the mid-1990s due to its
successful transition from an agrarian to a manufacturing economy by attracting inward FDI. However,
industrialisation with inadequate development of domestic technological capacities, accompanied by
rising labour shortages and cost pressure, has resulted in a middle-income trap. This, in turn, has
resulted in a growing emphasis on innovation to increase productivity and development through
industrial upgrading instead of the diversification of export markets and sectors.

In institutional terms, Thailand’s innovation policy is fragmented and ineffective, including the
functioning of NSTI Policy Committee and the National Research Council. Next to tax incentives,
under 12th National Economic and Social Development Plan, the government assumes an increase
in the R&D expenditures up to 2% of GDP with private sector shares up to 70% by 2021. In order to
increase R&D personnel, the Thai government has established a set of scholarship schemes serviced by
the Ministry of Science and Technology (MOST), as well as selected government agencies, such as the
Thailand Research Fund, the Office of the Higher Education Commission, and the Institute for the
Promotion of Teaching Science and Technology.

Thailand, is currently categorised as being in the learning phase. As such, Thailand needs to
increase the level of public investment in R&D and to make the system more demand-driven, to
implement transparent systems of evaluation and monitoring of public R&D expenditure, to establish
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an institutional core/coordinator of innovation policy and to promote human resources development,
considering, among others, unfavourable demographic trends.

2.2.6. Vietnam

Vietnam has evolved gradually from centrally planned to socialist market economy, experiencing
high rates of growth in the 1990s and 2000s. The innovation-oriented Ddi Mdi policy (Pillars of the policy
were as follows: development of institutional frameworks of the market economy; macroeconomic
stability; and economic integration at regional and global level) since the mid-1980s has addressed
both micro and macro level innovation. Nevertheless, Déi Mdi has proved insufficient to maintain
high quality growth and labour productivity in the long term.

The institutional frameworks underpinning Vietnam'’s innovation policy was strengthened by
the establishment of, among others, the National Council for Science and Technology Policy, the
State Agency for Technology Innovation and the National Foundation for Science and Technology
Development. In 2005 and 2009, IPR regulations were updated to meet the standards of international
innovation system. STI development and innovation were prioritised in Socio-economic Development
Strategy 20112020 and the Socio-economic Development Plan 2016-2020.

In conclusion, there are a number of important obstacles needing to be overcome before making
the transition from the learning to the catching-up phase in terms of innovation policy. Firstly, the
institutional environment of innovation policy is inconsistent, with different agencies and institutions
involved in the design and implementation of STI policy, including IPR. Secondly, systems of financing
R&D are ineffective, primarily being sponsored by public expenditure. Thirdly, R&D personnel are
limited and lack higher skills due to the poor performance of the tertiary education system in Vietnam.
Fourthly, cooperation between industry and academia, including technology transfers and spill-overs,
is limited and weak, mainly because of limited resources. While addressing these obstacles, the
Vietnamese central government should put emphasis on enhancing the private sector’s involvement
in innovation.

As previously observed, three less developed AMS (i.e., Cambodia, Lao PDR and Myanmar) lack
NIS, prioritising different economic and social development objectives, such as poverty reduction, as
well as the modernisation of agriculture and infrastructure. In both the Lao PDR and Myanmar, the
Ministry of Science and Technology (MOST) is responsible for STI policies and STI legislation, which is
expected to provide the framework for the future NIS. Importantly, less developed AMS cooperate
under such programs as Science and Technology Research Partnership for Sustainable Development
(SATREPS) and e-ASIA Joint Research Program (e-ASIA JRP) with institutions from Japan and South
Korea, including Japan International Cooperation Agency (JICA), Japan’s Ministry of Education,
Culture, Sports, Science and Technology (MEXT), Japan Science and Technology Agency (JST) and
Korea International Cooperation Agency (KOICA) [18]. On the other hand, resource-abundant Brunei
Darussalam, which has not been classified in terms of the innovation policy typology, is currently
involved in two Japanese programs (e.g., ASEAN exchanges of the Institute of Advanced Energy
at Kyoto University and solar energy generation experimental facility of Mitsubishi Corporation).
Considering rising R&D expenditure and the construction plans for the Bio-Innovation Corridor in the
National Development Plan, Brunei Darussalam seems to be preparing itself for the post-oil and -gas
era in the economic development.

2.3. Studies on Innovation Efficiency for ASEAN

Data envelopment analysis (DEA) studies of R&D spending efficiency are an increasingly popular
topic in the scientific literature. The choice of variables and models leads to different conclusions and
recommendations. Nevertheless, empirical studies on R&D spending efficiency are still limited and
need to be supplemented, especially with respect to the developing countries of ASEAN economies.
Table 2 presents a cross-country analysis of DEA innovation studies, which include some of the ASEAN
and Asia-Pacific countries.
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Nasierowski and Arcelus [19] studied the NIS efficiency of 46 countries, reporting differences
in efficiency and the components of NIS policies (i.e., scale and congestion). This assessment of the
impact of R&D on a country’s productivity led the authors to conclude that most of the economies
subjected to analysis were operating under a variable return to scale (VRS) model. Authors remarked
at the dichotomy among countries in terms of their commitment to technological efforts; while some
overinvested in certain technological domains, negatively impacting their overall efficiency, others
underinvested in R&D, recording reduced returns. The latter empirical result seemed to confirm many
of the finding present in the literature.

Cullmann, Schmidt-Ehmcke and Zloczysti [20] investigated the relative efficiency of knowledge
production in OECD countries based on intertemporal frontier estimation. The authors addressed the
impact of the regulatory environment using the single bootstrap procedure described by Simar and
Wilson (2007). The authors confirmed the hypothesis that limited competition, encouraged by entry
barriers in regulatory dimensions, negatively impacts R&D efficiency due to the ineffective allocation
of resources and eroding incentives to innovate because of the lack of pressure imposed on existing
companies by new market entrants, with special regard to entrepreneurs.

Abbasi, Hajihoseini and Haukka [21] proposed a DEA-based virtual index consisting of three
input and four output indicators to measure the relative innovativeness of economies, further adopting
a multi-stage virtual benchmarking process to propose best and rational benchmarks for NISs assessed
as inefficient. The authors found the Tobit and ordinary least squares (OLS) regression model as a
useful instrument for providing an empirical explanation of changes in the performances of individual
economies with inefficient NIS. It was concluded that there is a potential to improve the efficiency of
individual economies without additional inputs to NISs. Moreover, a rapid increase in the contribution
of these countries to R&D would not improve their performance. Abbasi et al. [11] stress that innovation
may be found as business-driven rather than technology-driven, taking into account that both the
increased trade in goods and services in terms of shares in GDP and women’s participation in industry
might improve the efficiency of NIS.

Cai [22] adopted an NIS approach and new growth theory to calculate the efficiency of 22
economies, including BRICS and the G7. The author found that the first of these groups were
highly diversified in respect to NIS performance, with China and India ranking relatively high. Key
determinants of NIS efficiency include ICT infrastructure, education system, market environment,
economies of scale, governance, natural resources, external links and enterprise R&D. The latter was
identified as the most important in the context of the efficiency of NIS. On the other hand, Cai [22]
also appreciated the impacts of ICT infrastructure, economies of scale and openness as critical for
the diffusion of technologies and knowledge, and thus the efficiency of NIS. The BRICS economies
were characterised as natural resources-dependent, with low quality of governance, threaten by the
middle-income trap. Therefore, a set of reforms was recommended to enhance transformation into the
innovation-driven growth pattern.

Chen et al. [23] investigated the efficiency of R&D using a panel dataset of 24 countries with
selected output-oriented indices. An empirical study indicated that economies differed in terms of
journal publications, whereas the results of R&D efficiency in patents and royalties proved to be
quite similar. Chen et al. [23] noted considerably positive impacts of an innovation environment’s
components, such as R&D intensity, protection of IPRs, as well as knowledge stock and human
capital accumulation on R&D efficiency indices. Furthermore, enterprise R&D, both funded by the
private business sector and foreign capital, proved to be an important trigger of improvement on
the R&D efficiency index in respect to licensing fees, royalties and patents. On the other hand, the
journal-oriented R&D efficiency index was positively influenced by the R&D intensity of higher
education institutions.

Guan and Chen [24] proposed a relational network DEA model to measure the efficiency of NIS
through the decomposition of the innovation process into a network with a two-stage innovation
production framework, consisting of an upstream knowledge production process (KPP) and a
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downstream knowledge commercialisation process (KCP). Furthermore, the authors studied the effects
of a policy-based institutional environment on innovation efficiency using a second step, partial
least squares regression, to address such problems as multicollinearity, small datasets and a limited
number of distribution assumptions. In the case of most OECD countries studied in the paper,
a non-coordinated relationship between upstream R&D efficiency and downstream commercialisation
efficiency was identified, resulting in significant rank differences. It was found that the overall
innovation efficiency of NIS was considerably impacted by downstream commercialisation efficiency
performance, thus this component of the innovation production network should be addressed by
the future innovation-oriented policies in OECD economies. The empirical results of partial least
squares regression analysis led to the formulation of a set of recommendations in terms of public policy
interventions by the government aimed at improvements in NIS performance. Specifically, in the case of
countries assessed as innovation leaders in terms of CRS efficiency measures (i.e., with relatively higher
KPP and KCP efficiency performance), an improvement in innovation output may be difficult to achieve
without increasing innovation input, while in the case of countries categorised as innovation followers
(i.e., those with relatively lower KPP and KCP efficiency performance), both components require
improvement. Without appropriate policies in place, an increase in innovation input will not improve
innovation outputs or outcomes in these second group of countries. As a result, improved efficiency of
the country may result in higher output and outcomes without additional innovation inputs. On the
other hand, countries with diversified KPP and KCP efficiencies are recommended to introduce more
stage-specific innovation policies; for instance, in the case of lower KPP and higher KCP efficiency
performance, it might be useful to strengthen the protection of IPRs and to finance schemes for R&D
projects, while countries with higher KPP and lower KCP should enhance market-driven innovation.

While the study of R&D spending efficiency is not in terms of economic analysis, empirical
evidence still a fundamental requirement. This paper makes a number of contributions to the existing
R&D spending efficiency literature. Firstly, this article provides a study of R&D efficiency in the context
of ASEAN economies. We found no prior R&D efficiency studies published in the ASEAN or Asia
Pacific context; as such, this paper fills a gap in the literature. The studies presented in Table 2 took
into account only some of the ASEAN and Asia Pacific countries together with other economies from
around the world. An analysis of countries from the same region will allow for the identification of
regional innovative frontiers. Secondly, this analysis focuses on a long period of 17 years, from 2000 to
2016. Other studies usually took into account significantly shorter periods. Such a long period will
allow for the identification of efficiency trends in the analysed economies.

3. Methodology

The main research method used in this study is the DEA methodology, which is a nonparametric
method that relies on linear programming benchmarking to assess the relative efficiency of
decision-making units (DMUs) with multiple outputs and multiple inputs. This methodology
was introduced by Farrell [25] and developed by Charnes et al. [26]. The maximum performance
value for each DMU relative to all DMUs in the studied group can be calculated with DEA. DEA
constructs the efficiency production frontier over the data points which serves as a benchmark for
efficiency measures. DEA is used to determine which DMUs operate as efficiency frontiers and which
DMUs do not; moreover, this approach allows for the benchmarking of distance from the frontier at
the nearest point [27]. Efficient DMUs are not necessarily production frontiers, but rather best-practice
frontiers [28]. It is important to note that DEA measures relative technical efficiency, because DEA
measures are based on a reference group of units that are compared with each other and engaged in
the same production process.

DEA can use input or output oriented models. An input-oriented model seeks to identify technical
efficiency as a proportional reduction in input usage with outputs remaining unchanged. Efficiency in
an output-oriented model is represented by a proportional increase in outputs, while the proportion
of inputs remains unchanged [29]. DEA models can use constant return to scale (CRS) or variable
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return to scale (VRS). However, the interpretation of VRS is much more complex than CRS, with VRS
used only to control increasing or decreasing returns [30]. Slack-based context-dependent DEA is
important extension of DEA methodology, which illustrate target of improvement for the inefficient
DMUs. Step-by-step improvement is a useful way to improve performance, and the benchmark
target for each step is provided based on the evaluation context at each level of efficient frontier. The
slack-based context-dependent DEA allows for a more complete evaluation of the inefficiency of a
DMU'’s performance [31].

Relative efficiency is calculated as the ratio of the weighted sum of outputs to the weighted sum
of inputs [32]. The principle of the CRS model is maximisation of this ratio, shown below in Equations
(1-@) [26]:

Zle Ur Yrj

Max6y = ,
Zmzl UmXmj

¢y
subject to:
Lot Yrj
;A*l—ryr/ <1, @)
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where:

us—weight of output
vy—weight of input
yrj—output
Xmj—input

VRS calculation requires an additional constraint equation [33]:

Znizl Aj=1 3)

where 0 is the efficiency score calculated for each DMU, A is the corresponding solution vector for the
optimisation and 7 is the number of DMUs.

The DEA methodology has many advantages. There is no need to define the function form of the
relationship between input and outputs, and it can be used for the analysis of processes where the
relationship between variables is of an unknown nature [34]. Secondly, DEA allows for the analysis of
multiple inputs and outputs at the same time. Also, there is no need for a priori information regarding
which inputs and outputs are the most important in the efficiency assessment [35]. Moreover, the
causes of inefficiency can be analysed and quantified for each DMU [36].

Nevertheless, the DEA methodology also has some limitations. DEA does not take into account
qualitative variables, which may result in some important factors being omitted from the analysis. Some
authors are critical of DEA as overestimating efficiency, underlining that DEA provides information
more about dominant DMUs [34]. Zhang and Bartels [37] also described a negative correlation between
efficiency and the number of DMUs, with an increase in the number of DMUs reducing technical
efficiency. Therefore, DEA necessitates the careful interpretation of results.

These issues also present certain limitations with respect to the current research. Firstly the
variables we focused on were chosen based on available international statistics. The selected group of
inputs and outputs have a crucial impact on the results of the efficiency measurement. Secondly, we
initially selected only ASEAN economies for analysis, which gave us a smaller number of DMUs. To
increase number of DMUs, additional Asia Pacific economies were selected for analysis. The analysis
would be more complex if this study had analysed additional indicators, such as scientific and technical
journal articles, human capital in innovation, etc. Nevertheless, expanding the number of indicators
would also reduce the discriminatory power of the DEA. Lastly, it is necessary to observe that in the
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analysed case, DEA is only an assessment of relative efficiency for the selected group of 15 countries.
Expanding the research group may render the DMUs analysis ineffective.

4. Data

Calculations for the purposes of examination of the relationship between innovation expenditure
and innovation results were performed in a Microsoft Excel spreadsheet and DEA Frontier software.
From the ASEAN group, only seven (i.e., Indonesia, Cambodia, Malaysia, Philippines, Singapore,
Thailand, and Vietnam) out of 10 countries were analysed due to a lack of available statistics. To
obtain comparable peer groups and an appropriate number of DMUs, the study was extended to an
additional eight countries from the Asia Pacific region (i.e., Australia, China, Hong Kong, India, Japan,
Korea, Sri Lanka, New Zealand). The research period is inclusive of 17 periods from 2000 to 2016. The
research methodology was DEA.

Diagnostic variables were selected based on available data from the World Bank. Input indicators
included annual public and private spending on innovation (as % of GDP), represented by RDE. The
four output indicators chosen for analysis were as follows: (a) high-technology exports as a percentage
of manufactured exports, (b) patent applications (PA) according to WIPO by priority year for million
inhabitants, (c) TA for million inhabitants, and (d) ICT exports as a percentage of manufactured
exports. We took into consideration a number of important principle with respect to the selection of
variables [38].

n>3x(s+m) 4

where

s—number of inputs
m—number of outputs
n—numbers of DMUs

Given the limited data with respect to ASEAN countries, we added data from several Asia
Pacific economies so as to produce more reasonable results via the DEA methodology. Based on the
aforementioned formula, at least 15 DMUs should be analysed. It is important to take this rule into
account otherwise the results may be erroneous, with some countries appearing more efficient when in
reality they are not. In some cases, if the number of DMUs cannot be increased due to a lack of data,
DEA window analysis can be applied. Another important rule in DEA is the coincidence between the
inputs and outputs. Correlation coefficients between inputs and outputs should be verified. Output
variables with a positive correlation to input variables can remain in the model. Pearson’s linear
correlation coefficient was also calculated [39]:

cov (X; Yi)

U S LV 5
= (5)

where:

cov (X; Yi)—covariance between i-variable and j-variable
si—standard deviation of variable X;
sj—standard deviation of variable X.

All selected variables fulfilled this assumption for all years from 2000 to 2016.

Table 3 presents the final set of analysed variables with their descriptions. Table 4 shows the input
and output data for ASEAN and Asia Pacific countries in 2016. Due to the lack of available data, some
indicators are marked ¥, indicating that the values had been taken from the preceding or the following

period, or their average.
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Table 3. Indicators and sources.
Variable Full Indicator Name Units Source
The annual public and
RDE private spending on (as % GDP) World Bank
innovation
PA Nurlnbe.r of patent* (Per million inhabitants) World Bank
applications, total
TA Trademail;taallaghcahons, (Per million inhabitants) World Bank
HTE Exports of high-tech (% of exports) World Bank
products
ICT Exports of ICT products (% of exports) World Bank

Note: WIPO. Source: [40]. * lack of available data, some indicators are marked.

Table 4. Diagnostic data of inputs and outputs—ASEAN and ASIA-PACIFIC countries in 2016.

2016 C°““(t2rg’{l6‘)‘di°a‘°“ RDE HTE TA PA ICT
1 AUS 1.58 14.78 2986.31 1172.78 1.31
2 CHN 211 25.24 1526.41 970.87 26.50
3 HKG 0.76 12.12 4931.58 1920.78 49.99
4 IDN 0.07 5.79 241.04 32.70 3.37
5 IND 0.63 7.13 223.76 172.56 0.95
6 JPN 3.14 16.22 1283.39 2507.05 8.31
7 KHM 0.12 0.43 104.43 412 1.90
8 KOR 423 26.58 3548.96 4075.07 22.27
9 LKA 0.10 0.84 510.68 27.02 0.39
10 MYS 1.30 42.97 1253.94 232.02 30.53
11 NZL 1.23 10.14 4824.00 1360.69 1.03
12 PHL 0.14 55.10 317.23 33.09 43.21
13 SGP 2.20 48.85 4055.44 1958.17 33.64
14 THA 0.63 21.51 749.50 113.56 15.79
15 VNM 0.37 26.93 517.24 55.28 31.24

Average for
16 ASEAN 0.69 28.80 1034.12 346.99 22.81
countries
Average for
17 ASIA-PACIFIC 1.24 20.98 1804.93 975.72 18.03

countries

Note: AUS—Australia, CHN—China, HKG—Hong Kong, IDN—Indonesia, IND—India, JPN—Japan,
KHM—Cambodia, KOR—Korea, Rep., LKA—Sri Lanka, MYS—Malaysia, NZL—New Zealand, PHL—Philippines,
SGP—Singapore, THA—Thailand, VNM—Vietnam. Source: Authors’ own study based on [40].

5. Empirical Results and Discussion

The authors have chosen the input-oriented model to verify whether a DMU under evaluation
can reduce its inputs while keeping the outputs at their current levels. The authors used the CRS and
VRS methods. CRS reflects the fact that outputs will change by the same proportion as inputs are
changed. In contrast, VRS reflects the fact that production technology can exhibit increasing, constant
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and decreasing returns to scale. The results of CRS are presented in Table 5, while the VRS results are
shown in Table 6.

Table 5. The efficiency of spending on innovation in 2016 (constant return to scale (CRS).

DMU DMU InputC.ORrSlentEd Sum of A RTS Lamlg:llztsn(x;lwith BDMU A BDMU
No. Name Efficiency Benchmarks
1 AUS 0.30563 0.743 Increasing 0.608 dmu3 0.134 dmul2
2 CHN 0.20323 0.848 Increasing 0.499 dmu3 0.348 dmul2
3 HKG 1.00000 1.000 Constant 1.000 dmu3
4 IDN 0.67610 0.138 Increasing 0.043 dmu3 0.096 dmul2
5 IND 0.13098 0.198 Increasing 0.088 dmu3 0.110 dmul2
6 JPN 0.31664 1.312 Decreasing 1.305 dmu3 0.007 dmul2
7 KHM 0.15226 0.041 Increasing 0.020 dmu3 0.021 dmul2
8 KOR 0.38256 2137 Decreasing 2.121 dmu3 0.016 dmul2
9 LKA 0.78184 0.104 Increasing 0.104 dmu3
10 MYS 0.19970 0.941 Increasing 0.207 dmu3 0.734 dmul2
11 NZL 0.60543 0.978 Increasing 0.978 dmu3
12 PHL 1.00000 1.000 Constant 1.000 dmul2
13 SGP 0.39107 1.673 Decreasing 1.008 dmu3 0.665 dmul2
14 THA 0.23610 0.491 Increasing 0.129 dmu3 0.362 dmul2
15 VNM 0.36884 0.713 Increasing 0.063 dmu3 0.650 dmul2
Source: Authors’ calculations in DEAFrontier.
Table 6. The efficiency of spending on innovation in 2016 (VRS).
DI\ll\g U g:lnli Inputyg;lented A DMU A BDMU A BDMU
Efficiency
1 AUS 0.31339 0.604 HKG 0.291 IDN 0.105 PHL
2 CHN 0.20667 0.497 HKG 0.173 IDN 0.331 PHL
3 HKG 1.00000 1.000 HKG
4 IDN 1.00000 1.000 IDN
5 IND 0.19176 0.074 HKG 0.908 IDN 0.018 PHL
6 JPN 0.54461 0.723 HKG 0.272 KOR 0.004 SGP
7 KHM 0.57225 1.000 IDN
8 KOR 1.00000 1.000 KOR
9 LKA 1.00000 1.000 LKA
10 MYS 0.20083 0.200 HKG 0.065 LKA 0.735 PHL
11 NZL 0.60586 0.976 HKG 0.024 LKA
12 PHL 1.00000 1.000 PHL
13 SGP 1.00000 1.000 sGP
14 THA 0.25647 0.070 HKG 0.564 LKA 0.366 PHL
15 VNM 0.39229 0.048 HKG 0.309 IDN 0.643 PHL

Source: Authors’ calculations in DEAFrontier.

Among Asia-Pacific counties, only two were found to be efficient in 2016 under the CRS assumption
for the overall process: Hong-Kong and the Philippines. The Philippines was found to be the only an
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efficiency frontier among ASEAN countries. The remaining countries scored between 0 and 1, and
according to DEA methodology can be identified as inefficient. These countries can improve their
efficiency or reduce their inefficiencies proportionately by reducing their inputs. In 2016, India obtained
the worst result (0.131); while among ASEAN countries, we found that Cambodia, scored only 0.152.
Both economies could improve their efficiency by reducing R&D expenditure up to 86.90% (1-0.131)
and 84.80% (1-0.152), respectively. The DEA methodology also allow us to identify benchmarks
(BDMU), which are effective units. Ineffective units should follow the innovation polices of benchmark
DMUs or develop organisational solutions in order to recognise the best practices and their possible
adaptation to improve their expenditure transformation processes. For example, the benchmark for
New Zealand is Hong-Kong, while the benchmark for Thailand is Hong-Kong and the Philippines.
Thailand should attempt to become more like the Philippines than as Hong-Kong, as suggested by
higher lambda weight, respectively A = 0.362, A = 0.129. For overall process in 2016, two countries
(i.e., Hong-Kong and the Philippines) are scale efficient, and have optimal returns-to-scale. This can be
seen in Table 3 in the RTS column. In addition, 10 countries (i.e., Australia, China, Indonesia, Cambodia,
Sri Lanka, Malaysia, New Zealand, Thailand and Vietnam) have an increasing returns-to-scale, while
three countries (i.e., Japan, Korea and Singapore) have a decreasing returns-to-scale.

Under VRS, we make the assumption that there are six efficient countries: Hong-Kong, Indonesia,
Korea, Sri Lanka, Philippines and Singapore. From the ASEAN region, the efficiency frontiers include
Singapore, the Philippines and Indonesia. Similar to the CRS model, India and China were the least
efficient (0.19176 and 0.20667, respectively). It is noteworthy that more countries are efficient under the
VRS assumption, as all relatively CRS efficient DMUs are scale efficient too.

The DEA methodology allows us to investigate potential improvements, which is presented
in Table 7 for all indicators in 2016 for both CRS and VRS methodologies. Less efficient countries
might become more efficient by implementing proposed improvements. In terms of inputs, potential
improvement refers to the percentage difference between the target amount and the actual amount of
input and output for each country. In order to improve efficiency, a country can increase its outputs or
decrease its inputs. It is noteworthy to mention that improvement suggestions obtained by countries
for CRS and VRS models are not the same. In CRS, two out of 15 countries (i.e., Hong Kong and the
Philippines) are efficient. Based on potential improvements results from DEA model can be concluded
that Australia, China, Indonesia Japan, Korea and Singapore in order to improve the efficiency index
should concentrate on increasing their number of trademark applications. In order to become more
efficient Australia, China, Indonesia, India, Japan, Korea, Sri Lanka, Malaysia, New Zealand, Singapore
and Thailand need to focus on increasing their ICT exports. Similar recommendations can be deduced
from the second model (VRS). Also, inefficient countries can become efficiency frontiers by decreasing
their R&D expenditure; this is especially true when these expenditures are very high and the country
is not able to use all of them due to, for example, a lack of technology. However, it is worth paying
attention to the pressure of politics.

To expand the analysis, the authors assessed the efficiency of spending on innovation for an
additional 16 years (2000-2016), for which a similar procedure was carried out. The final results are
presented in Tables 8-10.

The analysis calculated efficiency indicators for several ASEAN and Asia Pacific economies. The
research input-oriented model was chosen using CRS and VRS methodology for analysis. In addition,
the average efficiency indicator was calculated for a change in indicator between 2000 and 2016. The
average efficiency score is the arithmetic average of efficiency scores across 17 years. Table 8 shows the
final efficiency index for CRS and Table 9 for VRS.
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Table 10. Efficiency ranking for ASEAN and ASIA-PACIFIC in 2000-2016.

Average CRS Average VRS Average Effectiveness

Country Effectiveness Index Effectiveness Index Index Ranlk
HKG 1.000 1.000 1.000 1
PHL 1.000 1.000 1.000 2
IDN 0.768 1.000 0.884 3
NZL 0.717 0.819 0.768 4
SGP 0.445 1.000 0.723 5
KOR 0.438 0.961 0.700 6
KHM 0.412 0.858 0.635 7
LKA 0.481 0.696 0.589 8
JPN 0.393 0.780 0.586 9
THA 0.522 0.553 0.538 10
MYS 0.330 0.625 0.478 11
VNM 0.346 0.435 0.390 12
AUS 0.343 0.348 0.345 13
CHN 0.133 0.138 0.135 14
IND 0.085 0.142 0.114 15

Average for
ASIA-PACIFIC 0.494 0.690 0.592

countries

Source: Authors’ calculations.

The results from Tables 8 and 9 were used to calculate final efficiency index and efficiency ranking
presented in Table 10. It is necessary to highlight that presented results are only in the short-term
view. Table 10 identifies Hong Kong and the Philippines as the most efficient countries, both being
efficient for each year under both CRS and VRS. According to the VRS model, Indonesia (1.00) and
Singapore (1.00) are efficiency frontiers; however, these countries scored worse results under the CRS
model, thus explaining why these countries assume the third and fifth places in the ranking. Seven
out of 15 analysed countries obtained scores above the average 0.592: Hong Kong, the Philippines,
Indonesia, New Zealand, Singapore, Korea and Cambodia. Other countries obtained scores below
the average efficiency index: Sri Lanka, Japan, Thailand, Malaysia, Vietnam, Australia, China, India.
The worst efficiency index was obtained by China and India. At the beginning of the research period,
China spent < 1%, although the value has since come to in excess of 2% since 2014. China’s average
spending on R&D in 2016 was 1.52% of the country’s GDP. India, on the other hand, spent less than 1%
on R&D. Conversely, the position of Japan may be surprising, because it is seen as one of the most
innovative countries in the Asia Pacific region; however, it has among the highest R&D spending,
which is more than 3% of GDP. As confirmed by quantitative research, high R&D spending funds does
not produce proportionally larger results. This study additionally proves that increased spending on
innovation causes non-proportional effects. R&D spending should be increased gradually to obtain
optimal results. It is also worth to noting that the DEA methodology calculates relative efficiency,
which examines the degree to which R&D expenditure has been transformed into potential innovation.
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6. Conclusions

The results of the study complement the comparative analysis of ASEAN economies and provides
new empirical material with which we can explain the innovation gap between countries. The paper
gives a general overview of the level of innovation in ASEAN countries as compared with other Asia
Pacific countries. Among all analysed countries, the CRS approach revealed the efficiency frontier as
being Hong Kong and, in the case of ASEAN countries, the Philippines. The analysis also showed
that among the ASEAN countries, the closest to being an efficiency frontier using the CRS approach
are Indonesia, Thailand and Singapore, with Vietnam and Malaysia being less efficient. According to
the VRS approach, however, the most efficient countries were Hong Kong, Indonesia, Singapore and
the Philippines. According to the VRS model, Korea (0.961) is the closest to an efficiency frontier, and
needs reduce its resource usage to 0.039% to become fully efficient. However, Korea also achieved
a poor result in the CRS model, which is why it sits in sixth place in the ranking. Hong Kong, as
argued by Wang [41], is an example of a country with a positive non-intervention policy aiming to
minimise the government’s influence on the market. Thus, while industry innovation is less active
in Hong Kong, local industry nonetheless possesses a dynamic innovation base provided by smaller
enterprises, most of which develop self-financed spontaneous innovation to provide a solid foundation
in an innovation-based economy. Therefore, while lagging behind the other economies, starting with
Singapore in terms of R&D expenditure and patent statistics, enterprises in Hong Kong demonstrate
high innovation potential. Empirical results for China and India proved to be comparatively poor;
although the first of these ranked second in absolute terms, with an annual contribution of over
2% of GDP, China lags behind other developed economies in terms of technology and innovation,
especially when considering payments for intellectual property. As outlined in the Made in China
2025 development plan, there is a need to respond to the revolution in such fields as big data, artificial
intelligence, the digitisation of conventional industries, robotics and cloud computing through joint
efforts by the government, academia and industry, as well as smart manufacturing [11]. Such efforts
might help to advance the country from the status of an imitative latecomer in technology, to an
innovation-driven knowledge economy. On the other hand, the Make in India program emphasises the
creation of clusters to synergise the potential of numerous smaller entities in India; however, there is
still a problem with the lack of any long-term strategy or policy for higher education. As a result, there
are many obstacles related to a lack of autonomy in governance, employment, intersecting disciplines,
creativity bottlenecks, the segregation of teaching and research in STI-related institutions in India,
accompanied by inadequate R&D expenditure.

ASEAN as a whole attempts to establish a region-wide innovation policy to make South East
Asia an innovation hub. An important platform of cooperation is the ASEAN Committee on Science
and Technology, under which there is the possibility of promoting innovation entailing cross-regional
synergies. Potential initiatives include:

innovation surveys or censuses for the use of innovation infrastructure across AMS;

R&D platforms and databases to be used by regional agencies and institutes to promote and exchange
findings; and

the coordination of R&D scholarship/grant/subsidies schemes, training and education programs
across AMS.

This should enhance less-developed AMS to establish NIS. Furthermore, it is necessary to
further liberalise and deregulate goods, services and the flow of capital (including ASEAN Framework
Agreement on Services, ASEAN Trade in Services Agreement, ASEAN Plus FTAs and RCEP) to stimulate
R&D expenditure under international competitive pressure. Last but not least, the freer movement of
natural persons would encourage innovation development in ASEAN thanks to knowledge spill-overs.
In this regard, regulatory reforms in the field of engineering services are crucial, as well as closer
cross-regional collaboration among universities to strengthen the innovation ecosystem of South
East Asia.
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Despite the many efforts of ASEAN countries, several factors limit their capacity to improve their
innovativeness, and hence their economic and social development. For example, with the exception
of Singapore, funding across ASEAN countries is consistently low. The Philippines is among the
most efficient of ASEAN countries, which was the first to implement NIS in the late 2000s. Indonesia
also is close to an efficiency frontier. On the other hand, the position of Singapore, which is the most
advanced in terms of NIS implementation and is one of the most developed counties in ASEAN, may
be surprising. The evidence presented in this research documents the relative underperformance of
the ASEAN region in innovation efficiency. Despite the small amounts spent on innovation, the results
are not proportional. As mentioned previously in the methodology section, the research efficiency
indicator explores the efficiency of R&D funding usage; therefore, countries with the highest efficiency
score do not necessarily achieve the best innovative results. In ASEAN and the Asia Pacific countries,
innovative capacities are still limited, and it would thus seem reasonable to gradually increase R&D
spending, which in turn may produce better conditions for innovation-driven growth. The results of
this study offer important insights for assessing and shaping innovation policies across the ASEAN
region. However, it should be noted that results are very general to make concrete recommendations
for the development of the NIS in the specific country. Individual country recommendation should
also consider the impact of the development level of the country, the sectoral structure of the economy
and time lag factor on the innovation input-output relationship.

International institutions are increasingly working towards extending the current statistics on
innovation inputs, such as the stock of knowledge, human resources and research infrastructure.
However, the current statistics tend to disregard actual innovation outcomes. Enterprises can transform
innovation inputs into intermediate outputs, such as patents, and then into innovation outcomes.
Innovation outcomes are the economic results of the introduction of innovation and should be taken
into consideration, as patent applications themselves do not automatically result in economic outcomes.
Ensuring the adequate measurement of innovation outcomes at the country level may require significant
structural upgrading [42]. Moreover, the correct estimation of the time lag between transforming
inputs into outputs should be taken into consideration. Such statistics, however, are not currently
available. Should they become available, their inclusion in the DEA methodology may provide more a
reliable overview of the level of efficiency in the economy.

Author Contributions: Conceptualization, P.D. and S.B.; methodology, P.D. and S.B.; formal analysis, P.D. and
S.B.; investigation, P.D. and S.B.; data curation, P.D. and S.B.; writing—original draft preparation, P.D. and S.B.;
writing—review and editing, P.D. and S.B.; visualization, P.D. and S.B.; supervision, P.D. and S.B.; All authors
have read and agreed to the published version of the manuscript.

Funding: The project is financed by the Ministry of Science and Higher Education in Poland under the programme
“Regional Initiative of Excellence” 2019-2022 project number 015/RID/2018/19 total funding amount 10 721
040,00 PLN.

Acknowledgments: We would like to thank the chairperson, Jingfeng Lu from National University of Singapore
(NUS), and the seminar participants at the Singapore Economic Review Conference in August 2019 for useful
comments. We also feel grateful to Pete Tyler (University of Cambridge), Philip Arestis (University of Cambridge),
Alan Barrell (Cambridge Innovation Academy), Tatsuyoshi Miyakoshi (HOSEI University), Ly Slesman (University
of Brunei Darussalam) and to the anonymous referees for their helpful comments and suggestions, which
contributed to the quality of the paper.

Conflicts of Interest: The authors declare no conflict of interest.

References

1. Romer, PM. Increasing Returns and Long Run Growth. J. Political Econ. 1986, 98, 71-102. [CrossRef]

2. Taylor, M.S.; Grossman, G.M.; Helpman, E. Innovation and Growth in the Global Economy. Economica 1993,
60, 373. [CrossRef]

3. Ulku, H. R&D, Innovation, and Economic Growth: An Empirical Analysis; IMF Working Papers. 04; International
Monetary Fund: Washington, DC, USA, 2004. [CrossRef]

292



Sustainability 2020, 12, 2686

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.
26.

27.

28.

Hirooka, M. Innovation Dynamism and Economic Growth; Edward Elgar Publishing: Cheltenham, UK, 2006.
[CrossRef]

Fagerberg, J.; Srholec, M. National innovation systems, capabilities and economic development. Res. Policy
2008, 37, 1417-1435. [CrossRef]

Liu, J.; Lu, K.; Cheng, S. International R&D Spillovers and Innovation Efficiency. Sustainability 2018, 10, 3974.
Hahn, C.H.; Narjoko, D. Globalization and Innovation in East Asia, ERIA Research Project Report 2010.
Available online: http://www.eria.org/publications/research_project_reports/globalization-and-innovation-
in-east-asia.html (accessed on 1 June 2019).

Kuncoro, A. Globalization and Innovation in Indonesia: Evidence from Microdata on Medium and Large
Manufacturing Establishments. Available online: http://www.eria.org/publications/research_project_reports/
images/pdf/y2010/no4/CHO06_Microdata_Y2010.pdf (accessed on 1 June 2019).

Ito, K. Globalisation and Innovation in ASEAN: Suggestions from Micro Data Analysis. Available online:
http://www jftc.orjp/shoshaeye/pdf/201311/201311_15.pdf (accessed on 1 June 2019). (In Japanese)

Griffith, B. Middle-income Trap. In Frontier in Development Policies: A Primer on Emerging Issues; Nallari, R.,
Yusuf, S., Griffith, B., Bhattacharya, R., Eds.; World Bank: Washington, DC, USA, 2011; pp. 39-43. [CrossRef]
Ambashi, M. (Ed.) Innovation Policy in ASEAN; Economic Research Institute for ASEAN and East Asia:
Jakarta, Indonesia, 2018.

Intal, P, Jr.; Fukunaga, Y.; Kimura, F; Han, P; Dee, P.; Narjoko, D.; Oum, S. Competitive and Dynamic
ASEAN. In ASEAN Rising: ASEAN and AEC beyond 2015; Economic Research Institute for ASEAN and East
Asia: Jakarta, Indonesia, 2014; pp. 165-211.

Rasiah, R. Simulating Innovation in ASEAN Institutional Support, R&D Activity and Intellectual Property
Rights. Available online: http://www.eria.org/ERIA-DP-2013-28.pdf (accessed on 15 June 2019).

Fagerberg, J.; Srholec, M.; Verspagen, B. Innovation and Economic Development. In Handbook of the Economics
of Innovation; Hall, B.H., Rosenberg, N., Eds.; Elsevier: Amsterdam, The Netherlands, 2010; Volume 2,
pp. 834-872.

Sandhya, G.D. India’s Science, Technology and Innovation Policy: Choices for Course Correction with
Lessons Learned from China. STI Policy Manag. J. 2018, 3, 1-16. [CrossRef]

Day, N.; Amran, M. Malaysia: The Atlas of Islamic World Science and Innovation, Country Case Study No. 1;
Creative Commons: San Francisco, CA, USA, 2011.

Wong, PK.; Ho, Y.P; Singh, A. Industrial Cluster Development and Innovation in Singapore. In From
Agglomeration to Innovation: Upgrading Industrial Clusters in Emerging Economies; Kuchiki, A., Tsuji, M., Eds.;
Palgrave Macmillan: London, UK, 2010.

Hayashi, Y. (Ed.) Current Status on Science and Technology in ASEAN Countries, Tentative ed.; Center for
Research and Development Strategy, Japan Science and Technology Agency: Tokyo, Japan, 2015.
Nasierowski, W.; Arcelus, FJ. On the efficiency of national innovation systems. Socio Econ. Plan. Sci. 2003,
37,215-234. [CrossRef]

Cullmann, A.; Schmidt-Ehmcke, J.; Zloczysti, P. Innovation, R&D Efficiency and the Impact of the Regulatory
Environment: A Two-Stage Semi-Parametric DEA Approach. SSRN Electron. ]. 2009. [CrossRef]

Abbasi, F.; Hajihoseini, H.; Haukka, S. Use of Virtual Index for Measuring Efficiency of Innovation Systems:
A Cross-Country Study. Int. J. Technol. Manag. Sustain. Dev. 2010, 9, 195-212. [CrossRef]

Cai, Y. Factors Affecting the Efficiency of the BRICS” National Innovation Systems: A Comparative Study Based on
DEA and Panel Data Analysis; Kiel Institute for the World Economy: Kiel, Germany, 2011.

Chen, C.P; Hu, J.L.; Yang, C.H. An international comparison of R&D efficiency of multiple innovative
outputs: The role of the national innovation system. Innovation 2011, 13, 341-360. [CrossRef]

Guan, J.; Chen, K.H. Modeling the relative efficiency of national innovation systems. Res. Policy 2012, 41,
102-115. [CrossRef]

Farrell, M.]J. The measurement of productive efficiency. J. R. Stat. Soc. 1957, 120, 253-290. [CrossRef]
Charnes, A.; Cooper, W.W.; Rhodes, E. Measuring the efficiency of decision making units. Eur. ]. Oper. Res.
1978, 2, 429-444. [CrossRef]

Cooper, W.W.; Seiford, L.M.; Tone, K. Data Envelopment Analysis: A Comprehensive Text with Models, Applications,
References and DEA-Solver Software; Kluwer Academic Publishers: Boston, MA, USA, 2000.

Cook, W.D.; Tone, K.; Zhu, J. Data envelopment analysis: Prior to choosing a model. Omega 2014, 44, 1-4.
[CrossRef]

293



Sustainability 2020, 12, 2686

29.

30.

31.

32.

33.
34.

35.
36.

37.

38.

39.

40.
41.

42.

Thanassoulis, E. Using Data Envelopment Analysis in Practice. In Introduction to the Theory and Application of
Data Envelopment Analysis; Kluwer Academic Publishers: Norwell, MA, USA, 2001; pp. 89-121. [CrossRef]
Kao, C.; Liu, S.T. Efficiencies of Two-Stage Systems with Fuzzy Data. Fuzzy Sets Syst. 2011, 176, 20-35.
[CrossRef]

Morita, H.; Zhu, J. Context-Dependent Data Envelopment Analysis and its Use. In Modeling Data Irreqularities
and Structural Complexities in Data Envelopment Analysis; Springer: Boston, MA, USA, 2007; pp. 241-259.
[CrossRef]

Cooper, ].O.; Heron, T.E.; Heward, W.L. Applied Behavior Analysis, 2nd ed.; Pearson: Upper Saddle River, NJ,
USA, 2007.

Simar, L.; Wilson, P. Non-parametric tests of returns to scale. Eur. . Oper. Res. 2002, 139, 115-132. [CrossRef]
Alirezaee, M.R.; Howland, M.; van de Panne, C. Sampling size and efficiency bias in data envelopment
analysis. |. Appl. Math. Decis. Sci. 1998, 2, 51-64. [CrossRef]

Wober, K.W. Data Envelopment Analysis. J. Travel Tour. Mark. 2007, 21, 91-108. [CrossRef]

Thanassoulis, E. Introduction to the Theory and Application of Data Envelopment Analysis; Kluwer Academic
Publishers: Norwell, MA, USA, 2003. [CrossRef]

Zhang, Y.; Bartels, R. The Effect of Sample Size on the Mean Efficiency in DEA with an Application to
Electricity Distribution in Australia, Sweden and New Zealand. ]. Prod. Anal. 1998, 9, 187-204. [CrossRef]
Banker, R.D.; Charnes, A.; Cooper, W.W.; Swarts, J.; Thomas, D. An Introduction to Data Envelopment Analysis
with Some of Its Models and Their Uses; Research Government and Nonprofit Accounting, JAI Press: Greenich,
CT, USA, 1989; Volume 5.

DeVolpi, A. Understanding Correlation Coefficients in Treaty Verification; Argonne National Laboratory: Lemont,
1L, USA, 1991. [CrossRef]

World Bank Data Base. 2019. Available online: https://data.worldbank.org/ (accessed on 1 June 2019).
Wang, J. Innovation and government intervention: A comparison of Singapore and Hong Kong. Res. Policy
2018, 47,399-412. [CrossRef]

Dobrzanski, P. Innovation expenditures efficiency in Central and Eastern European Countries. Zb. Rad. Ekon.
Fak. U Rijeci 2018, 36, 827-859. [CrossRef]

® © 2020 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access
@ article distributed under the terms and conditions of the Creative Commons Attribution
BY

(CC BY) license (http://creativecommons.org/licenses/by/4.0/).

294



MDPI
St. Alban-Anlage 66
4052 Basel
Switzerland
Tel. +41 61 683 77 34
Fax +41 61 302 89 18

www.mdpi.com

Sustainability Editorial Office
E-mail: sustainability@mdpi.com
www.mdpi.com/journal/sustainability







MDPI

St. Alban-Anlage 66
4052 Basel
Switzerland

Tel: +41 61 683 77 34

/
Fax: +41 61 302 89 18 mI\D\Py
/

www.mdpi.com ISBN 978-3-03943-760-3



	Blank Page



