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Abstract: This paper utilizes the lenses of knowledge capital and institutional theories to 

examine the role knowledge capital plays in the context of entry into social versus 

commercial entrepreneurship. We also investigate the moderating role of national culture in 

the relationship between knowledge capital and entrepreneurship. Using data from the Global 

Entrepreneurship Monitor, we find that social capital is relatively more important in social 

entrepreneurship than commercial entrepreneurship. We also find that national culture 

moderates this relationship such that in high individualism cultures, specific human capital is 

directed towards commercial entrepreneurship compared to social entrepreneurship. 

However, in high uncertainty avoidance cultures, social capital is directed towards social 

entrepreneurship rather than commercial entrepreneurship. Our findings uncover the nature of 

the contingent effects of informal institutions on the relationship between knowledge capital 

and entrepreneurship, leading to important implications for theory and development policy. 

Keywords: Social entrepreneurship, Commercial entrepreneurship, Knowledge capital, 

Human capital, Social capital, Culture, Informal institutions, Global Entrepreneurship 

Monitor 

INTRODUCTION 

Social entrepreneurs differ from commercial entrepreneurs in the relative importance that the 

former place on doing good for society as compared to private gains (Lepoutre et al., 2013; 

Saebi et al., 2019; Stephan et al., 2016). This difference leads to variations in terms of the 

organization’s mission, opportunity perception, performance measurement, and 

organizational form (Austin et al., 2006; Dacin et al., 2010; Dwivedi and Weerawardena, 

2018). Owing to these differences in the goals and needs of social and commercial 

entrepreneurs, they are likely to be influenced by different types of individual capital and 

environmental factors (Bacq et al., 2013; Estrin et al., 2016; Littlewood and Holt, 2018; 
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Pathak and Muralidharan, 2016; Sahasranamam and Nandakumar, 2020; Stephan et al., 

2015).  

Despite the differences in characteristics between social and commercial entrepreneurs, 

the overriding nature of entrepreneurship as a function of ability, motivation, and opportunity 

is applicable for both (McMullen and Dimov, 2013; McMullen and Shepherd, 2006). These 

attributes are embedded in the social structures, such that they are likely to be influenced by 

the institutional context (Hu et al., 2020; Littlewood and Holt, 2018; Muñoz and Kimmitt, 

2019). Therefore, informal institutions, such as national culture, could exert influence by 

systematically facilitating or suppressing individual ability to engage in various 

entrepreneurial actions by providing endowments of resource support (Bruton et al., 2010; 

Castaño et al., 2015; Hoogendoorn, 2016). For instance, culture can endorse or shun certain 

avenues as congruent or incongruent with social norms and widely-held values (Apetrei et al., 

2015; Semrau et al., 2016; Stephan and Uhlaner, 2010). From an institutional legitimacy 

point of view, we also know that culture helps establish the normative pillars that guide 

entrepreneurial activity (Bruton et al., 2010; Hayton et al., 2002; Kreiser et al., 2010). This 

point of view introduces social costs or benefits to the decision-making process of an 

individual trying to make investments towards entrepreneurship. Thus, informal institutions 

are likely to moderate the relationship between individual resources and entrepreneurial 

action (Shirokova et al., 2018). This influence may differ depending on the form of 

entrepreneurship, namely, in this case, commercial versus social entrepreneurship. 

Indeed, most early studies in the entrepreneurship literature are phenomenon-driven, 

especially in the social entrepreneurship research field (Mair and Martí, 2006). Most of the 

evidence is case study based (see e.g. Short, Moss and Lumpkin, 2009) such as on the 

Grameen Bank in Bangladesh set up by Professor Mohammed Yunus (Papa et al., 1995), and 
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the Ashoka company set up in 1980 by William Drayton, which today funds social 

entrepreneurs around the world (Sen, 2007; Meyskens et al., 2010). Another example is the 

fair-trade movement and trademark for retailers in many countries (see Kerrigan et al., 2007; 

Davies, Doherty and Knox, 2010). However, this more recent fair-trade arrangement between 

producers of various commodities in developing countries and importers to achieve 

sustainable and equitable terms of trade (including supporting higher export prices and 

improving social and environment standards) has its origins in many much older movements 

in different countries areound the world with different cultural backgrounds (Doherty, Davies 

and Tranchell, 2013). What many of the detailed case studies have in common are the 

important historical explanations of why the social enterprises came to be, which in many 

instances is argued to be driven by entrepreneurial characteristics, industry specific as well as 

national, cultural and institutional specific determinants (Short et al., 2009).  

Estrin et al. (2016) explores the role of general and specific human capital on the choice 

of being a social versus a commercial entrepreneur. Scholars have also examined the country-

level cultural determinants influencing social and commercial entrepreneurship emergence 

(Pathak & Muralidharan 2016; Estrin, Mickiewicz & Stephan, 2013). We build on both the 

individual- and country-level research comparing social versus commercial entrepreneurship 

choice in this paper. We conceptualize knowledge capital as a construct at the individual-

level that is not only limited to the human capital components (Estrin et al, 2016), but also 

incorporates the aspect of knowledge obtained through social capital or network relationships 

with other entrepreneurs (Audretsch and Keilbach, 2004; Gedajlovic et al., 2013; Payne et al., 

2011; Stam et al., 2014). Furthermore, the impact of knowledge capital on different forms of 

entrepreneurship is influenced by contextual conditions (De Clercq et al., 2013; Stam et al., 

2014). However, we have a limited understanding of how the role of knowledge capital on 

entrepreneurship may be subject to the informal institutional context . Hence, there is a need 



5 
 

for multilevel research to understand the combined effect of knowledge capital (at an 

individual level) and informal institutional contextual factors (at country level) on social 

versus commercial entrepreneurship choice.  

We integrate the lenses of knowledge capital theory, specifically human and social 

capital aspects (Bourdieu, 1986; Coleman, 1988; Putnam, 1995) and institutional theory 

(North, 1990; Scott, 2001) in this study to examine: (1) the role of knowledge capital on entry 

into social and commercial entrepreneurship, and (2) the contingent role of informal 

institutions on that relationship. We build and extend the work by Estrin et al. (2016), who 

consider only the human capital aspects on relative entrepreneurship choice. We argue that it 

is also crucial to consider the social capital of individuals with other entrepreneurs as part of 

the knowledge capital to have an integrated understanding of entrepreneurship choice 

(Bhagavatula et al., 2010; Nahapiet and Ghoshal, 1998). North (1990)  characterizes 

institutions as the rules of the game that structure human interactions. It includes a 

combination of both formal rules, and informal norms or routines (North, 1990; Scott, 2001). 

Scholars have explored the contingent role of different formal institutions on the relationship 

between individual capital and social entrepreneurship while highlighting the need for future 

research to study the contingent role of informal institutions (Estrin et al., 2016; 

Sahasranamam and Nandakumar, 2020).  

We use data from the Global Entrepreneurship Monitor (GEM) (Lepoutre et al., 2013; 

Reynolds et al., 2005; Terjesen et al., 2012) along with data about country-level indicators 

from other sources. We employ multi-level logistic regression analysis to estimate the results. 

We find that social capital is relatively more important for social than commercial 

entrepreneurship. We also observe that informal institutions have a significant moderating 

role in the investment of knowledge capital towards entrepreneurship choice, wherein high 

individualism cultures are likely to favor specific human capital investment towards 
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commercial over social entrepreneurship, while high uncertainty avoidance cultures are likely 

to favor social capital investment towards social over commercial entrepreneurship entry. 

We offer two main overarching contributions (theoretically, practically and for policy) in 

this paper. Firstly, we broaden the understanding on the role of individual capital on 

entrepreneurship (Gedajlovic et al., 2013; Klyver and Schenkel, 2013; Payne et al., 2011; 

Stam et al., 2014) by exploring the effect of knowledge capital on social and commercial 

entrepreneurship. Our study suggests that social capital is relatively more important in social 

entrepreneurship than commercial entrepreneurship, something that is important for both 

entrepreneurs as well as policy makers. Secondly, we extend the literature on contextual 

effects on entrepreneurship (Estrin et al., 2013; Hu et al., 2020; Sahasranamam and 

Nandakumar, 2020; Shirokova et al., 2018; Stephan et al., 2015; Stephan and Pathak, 2016) 

by highlighting the contingent role of informal institutions on the relationship between 

knowledge capital and entrepreneurship. We, thus, add to the cross-country comparative 

research between social and commercial entrepreneurship (Bacq et al., 2016; Clark et al., 

2018; Estrin et al., 2016; Hechavarría, 2016). For instance, we find that in high uncertainty 

avoidance cultures, social capital is directed towards social entrepreneurship rather than 

commercial entrepreneurship, which are important aspects to be taken into consideration by 

investors. Overall, our findings uncover the nature of the contingent effects of informal 

institutions on the relationship between knowledge capital and entrepreneurship, leading to 

important implications for developmental policy, as our research illuminates how different 

cultural contexts are likely to offer support to different types of entrepreneurship. We further 

elaborate on contributions and implications in the discussion and conclusion sections of this 

paper. 

The remainder of this paper is structured into the following sections. First, we discuss the 

theoretical aspects of the two forms of entrepreneurship and the role of informal institutions 
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in entrepreneurship. Second, we build on it to develop our hypotheses  examining the 

relationships between knowledge capital and entrepreneurship, and the contingent role of 

informal institutions on that relationship. Third, we describe our data sources and analysis 

methodology. Fourth, we present our results and follow this up with a discussion of them. 

Finally, we discuss the contributions of our research, alongside highlighting its limitations 

and opportunities for future research. 

LITERATURE REVIEW 

Social and commercial entrepreneurship 

Social and commercial entrepreneurship are essential drivers of economic development and 

growth (McMullen, 2011; Santos, 2012). However, they differ in value creation with social 

entrepreneurs stressing social value over economic value (Sharir and Lerner, 2006; 

Weerawardena et al., 2010). Social entrepreneurs place greater importance on doing good for 

society while commercial entrepreneurs are relatively more inclined to focus on private gains 

(Austin et al. 2006; Dacin et al. 2010; Mair and Martí 2006).  

Based on a review of social entrepreneurship literature, Doherty et al. (2014) identify 

hybridity in terms of social mission and financial sustainability as a defining characteristic of 

social ventures. Given the need for managing hybrid goals, social enterprise has to combine 

often multiple organizational forms and multiple logics, which deviates from established 

templates of organizing (Battilana and Dorado, 2010; Battilana and Lee, 2014; Doherty et al., 

2014). Since social entrepreneurs attempt to satisfy seemingly contradicting goals with 

commercial and social ends, they face greater complexity in their activities compared to 

commercial entrepreneurs (Battilana and Lee, 2014; Santos, 2012).  

Bacq and Janssen (2011) compares social and commercial entrepreneurship in terms 

of indicative and functional perspectives. From a meaningful perspective, founder 
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characteristics like pro-social motivation are recognized as a key distinguishing characteristic 

of social entrepreneurs (Grimes et al., 2013; Miller et al., 2012). On the functional front, 

aspects like the mission, performance measurement, opportunity perception, temporal view, 

and organizational form (Austin et al., 2006; Dacin et al., 2010) are highlighted as being 

different. For instance, social enterprises are likely to adopt performance measures like social 

return on investment (SROI) rather than traditional ROI measures (Block et al., 2018). 

Given this context, institutional theory acts as an important framework that helps to 

describe the socio-cultural processes that support the emergence and legitimization of new 

ideas and firms (Smith et al. 2016; Tolbert et al. 2011). The concept of institutional 

legitimacy is particularly relevant in this regard. It refers to a congruence between idea, 

organization, or organizational form with social laws, norms, and values (DiMaggio and 

Powell, 1983; Scott, 2008; Suchman, 1995). Drawing from this, it is argued that individual 

preferences are based on the extent to which the individual perceives that the societal 

expectations accept a particular form of entrepreneurship as having legitimacy (Dart, 2004; 

Suddaby et al., 2017).  

Informal institutions and entrepreneurship 

Our conceptualization of institutional context stems from the new institutional economics 

lineage of North (1990). According to North (1990), the institutional framework consists of 

formal institutions constituting the rules and structures, and informal institutions constituting 

the norms, values, and beliefs. National culture is considered an important informal 

institution influencing entrepreneurship emergence and economic development (Autio et al., 

2013; Hayton et al., 2002). As Landes (1998: 516) has observed, "if we learn anything from 

the history of economic development, it is that culture makes all the difference." Extant 

research has already established that national culture has a significant influence on 
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innovation, entrepreneurship, and productivity (George and Zahra, 2002; Hayton et al., 2002; 

Shane, 1993, 1992).  

There have been multiple attempts to quantify culture for a long time (England, 1967; 

Haire et al., 1966; Kluchhohn and Strodtbeck, 1961; Kuhn and McPartland, 1954; Rokeach, 

1973). However, it was Hofstede's (1980) publication "Culture's Consequences" which led to 

increased interest in cultural studies. Prior literature reports five major cross-cultural research 

projects undertaken to quantify culture, namely, (i) Hofstede (2001) cultural dimensions; (ii) 

the GLOBE project (House et al., 2004); (iii) values survey (Schwartz, 1999); (iv) Smith, 

Peterson, and Schwartz's (2002) study of event management; and (v) the World Values 

Survey (Inglehart et al., 2004). There had subsequently been debates over the merits of each 

of these projects (Hofstede, 2006; Javidan et al., 2006; Taras et al., 2009).  

The literature review by Kirkman, Lowe, and Gibson (2006: 308) suggest that the 

conclusions from different large-scale culture studies, such as Schwartz (1992, 1994), 

Trompenaars (1993), and Smith et al. (1996) “have sustained and amplified Hofstede's 

conclusions rather than contradicted them.” The review also provides evidence for applying 

Hofstede's framework successfully to examine cultures of various countries and conclude that 

Hofstede's values are relevant for additional cross-cultural research. Similar 

recommendations came out of the literature review carried out by Taras et al. (2009), which 

identified 121 instruments that have been used in the quantitative measurement of culture. Of 

the reviewed instruments, they found 97.5% of it to have some conceptual similarity with 

Hofstede indices. It was also found that individualism-collectivism, masculinity-femininity, 

power distance, and uncertainty avoidance were the most predominantly used cultural 

measures (Taras et al., 2009).  



10 
 

 Based on the suggestions provided in the studies discussed above and a few others  

(Chui and Kwok, 2008; Kirkman et al., 2006; Kwok and Tadesse, 2006), we decided to use 

Hofstede's model as the main cultural model in this study for two main reasons. First, 

Hofstede's values are the most widely used for measuring national culture, which provides a 

commonly accepted and defined terminology for characterizing culture. Second, the work-

related nature of Hofstede's values activated in work organizations matches well with the 

central topic of this study.  

According to Hofstede (2001: 9), culture is "the collective programming of the mind 

that distinguishes the members of one group or category of people from another." In this 

context, culture is not so much a "characteristic of individuals as it is a way of categorizing 

people whose perceptions are shared as a result of conditioning by similar life experiences” 

(Hofstede, 1980, p. 43). Extant literature in entrepreneurship observed that four dimensions 

of national culture based on Hofstede framework influence commercial entrepreneurship 

activities in the following ways (George and Zahra, 2002; Hayton et al., 2002; Kreiser et al., 

2010; Shneor et al., 2013) - low power distance, high individualism, low uncertainty 

avoidance, and high masculinity positively impact commercial entrepreneurship1. To offer a 

comparative perspective, we focus on these four dimensions2 to explore how it moderates the 

impact of knowledge capital on entrepreneurship.  

In past literature, it has been argued that the contingent effect of culture on social 

entrepreneurship emergence is distinct from that of commercial enterprise (Austin et al., 

2006; Pathak and Muralidharan, 2016; Zahra et al., 2008). For instance, cultural systems have 

                                                           
1 Scholars using other culture dimensions like GLOBE have come to similar conclusions as well. For instance, 

societal collectivism and uncertainty avoidance cultures decreases the likelihood of commercial 

entrepreneurship (Autio et al., 2013; Pathak and Muralidharan, 2016). 
2 The fifth dimension namely long-term orientation which was added later is minimally used (Taras et al., 2009) 

and is available only for a limited number of 23 countries (Hofstede, 2001). Also, long-term orientation is not 

observed to be having much effect on entrepreneurship (Hayton et al., 2002). 
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a strong influence on the level of community support for social enterprises (Newth and 

Woods, 2014). This support could be in the form of donations, word-of-mouth promotion, 

contribution of time and effort, willingness to support a new initiative, or just tolerance of it. 

It is observed that post-materialism and socially supportive cultures have a positive effect on 

social entrepreneurship engagement (Stephan et al., 2015). Hoogendoorn (2016) notes that 

the prevalence of self-expression values in a country encourages social entrepreneurship 

entry. Pathak and Muralidharan (2016) find that societal collectivism increases the likelihood 

of social entrepreneurship, while it has a contrary effect on commercial entrepreneurship. 

Despite these studies in social entrepreneurship literature claiming that national culture can 

explain the cross-country variation in its emergence, how the cultural context influences the 

exploitation of individual resources for social entrepreneurship creation remains a relatively 

unexplored region (Estrin et al., 2016; Pathak and Muralidharan, 2016; Puthusserry et al., 

2019).  

Knowledge capital and entrepreneurship 

The knowledge spillover theory of entrepreneurship (Audretsch, 1995) emerged as the 

dominant theory of knowledge production in the context of entrepreneurial ventures. 

According to this theory, a decision making context enriched by knowledge helps identify 

entrepreneurial opportunities (Acs et al., 2013). This theory was extended by introducing 

concepts such as entrepreneurial absorptive capacity, which suggests that, besides knowledge 

spillover, the creation of new ventures will also depend on the ability of the entrepreneur to 

internalize the knowledge and create successful business ideas (Qian and Acs, 2013). 

Drawing on the research on knowledge capital and entrepreneurial capital,  many studies 

suggest that human and social capital promotes entrepreneurial activities (Becker, 1994; 

Davidsson and Honig, 2003; Estrin et al., 2016; Gedajlovic et al., 2013). We explore the role 

of knowledge capital, comprising of an individual’s general human capital, specific human 
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capital, and social capital networks with other entrepreneurs, on the relative entrepreneurship 

choice between social and commercial entrepreneurship.  

The human capital theory was initially developed to study the importance of education, 

which suggests that variations in knowledge and skills of the individual lead to differing 

economic value (Becker, 1994; Schultz, 1959). Entrepreneurship research borrowed this 

concept to study its importance on entrepreneurial opportunity discovery and exploitation 

(Alvarez and Barney, 2007; Davidsson and Honig, 2003). It is known to help individuals in 

knowledge creation, which facilitates opportunity discovery (Bradley et al., 2012; Corbett et 

al., 2007) and in acquiring resources that support opportunity exploitation (Autio and Acs, 

2010; Bhagavatula et al., 2010). While human capital positively impacts entrepreneurial 

opportunity recognition and exploitation, it also increases the opportunity costs associated with 

the entry to entrepreneurship (Colombo and Piya, 2020).  

We draw upon Becker’s distinction of human capital into general and specific human 

capital. General human capital is typically acquired through formal education, which offers 

individuals’ cognitive skills, problem-solving abilities, discipline, motivation, and self-

confidence (Cooper et al., 1994; Grichnik et al., 2014). Formal education equips individuals 

with knowledge about markets and technology, enabling them to recognize better 

opportunities (Marvel et al., 2016; Shane, 2000). Specific human capital refers to knowledge 

specific to entrepreneurship (Rauch and Rijsdijk, 2013), which could involve industry 

experience, prior self-employment, management expertise, or domain-specific knowledge 

(Baptista et al., 2014; Unger et al., 2011). Prior research suggests that general human capital 

is transferable between occupations, while specific human capital skills are domain-specific 

and provide more value in specific contexts (Huggins et al., 2017; Rauch and Rijsdijk, 2013). 

HYPOTHESES DEVELOPMENT 
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As highlighted earlier, we operationalize knowledge capital as comprising of general 

human capital, specific human capital, and social capital. The direct effect of general and 

specific human capital on the relative choice between social and commercial entrepreneurship 

is already tested by Estrin et al. (2016). They find that individuals with higher levels of general 

human capital have a greater likelihood to engage in social, compared to commercial 

entrepreneurship. In contrast, individuals with specific (entrepreneurial) human capital have a 

greater likelihood to engage in commercial, compared to social entrepreneurship. We, thus, do 

not explicitly hypothesize for the effect of general and specific human, but we study the 

moderating effect of informal institutions on them in subsequent hypotheses. However, we 

theorize for the role of social capital aspect of knowledge capital in our direct effect hypothesis. 

Social capital is developed as a function of an individual's involvement in social 

structures (Adler and Kwon, 2002; Baker, 1990; Bourdieu, 1986; Coleman, 1988). These 

social structures are constituted by friends, colleagues, and other contacts who are likely to 

support individuals in identifying new opportunities and offer support in their development 

(Burt 1997; Burt 1992). According to Adler and Kwon (2002), social capital also refers to the 

goodwill others have towards us. Social capital is likely to provide individuals with benefits 

like information, legitimacy, trust, and emotional support (Coleman, 1988; Klyver and 

Schenkel, 2013; Miao et al., 2017). Trust acts as an important tenet of social capital that helps 

an entrepreneur to cooperate and network with other entities. Social capital provides plenty of 

avenues for creating new businesses to entrepreneurs (Yoon, Yun, Lee, & Phillips, 2015) and 

hence an individual having higher social capital is more likely to identify new opportunities 

(Kreiser et al., 2013; McKeever et al., 2014). It is acknowledged that such network 

relationships complement other forms of capital like education and experience (Gedajlovic et 

al., 2013; Miao et al., 2017; Sahasranamam and Sud, 2016).  
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One of the critical forms of social capital in entrepreneurship is the network with 

other entrepreneurs. It is noted that individuals who have networks with other entrepreneurs 

tend to be more entrepreneurial (Klyver and Schenkel, 2013). These networks act as a crucial 

source of advice and support for aspiring entrepreneurs, and new firms (Klyver et al., 2008). 

For instance, it is observed that individuals who are better connected with other entrepreneurs 

find it easier to develop their business (Ucbasaran et al., 2008). Similarly, it could also act as 

a support mechanism for the difficult entrepreneurship journey by motivating them 

(Manolova et al., 2007). 

We believe that this effect of social capital on entrepreneurship will be more 

important in social entrepreneurship rather than commercial entrepreneurship. As discussed 

earlier, social entrepreneurs are focussed more on using their resources for social good rather 

than financial benefits. They also suffer from the liability of its organizational form, which is 

still in an emergent phase. Hence, they either are likely to choose or are forced to get support 

from their network to access the required resources (Austin et al., 2006; Desa and Basu, 

2013). It is also possible that the size of an individual’s social capital could indicate a 

preference towards social engagement (Kachlami et al., 2018), which could predispose the 

individual to a social enterprise. For instance, Hu et al. (2020) highlight the importance of 

social resources in the form of exchange relationships and networks as being crucial for 

social entrepreneurship opportunity actualization. A study conducted among Alutiiq people 

based in Old Harbor, Alaska (Light and Dana, 2013) found that though social capital was 

helpful in promoting traditional hunting and fishing, though it did not stimulate commercial 

entrepreneurship. Montgomery et al., (2012: p. 376) note that “much of social 

entrepreneurship appears, in fact, to be collaborative and collective, drawing on a broad array 

of support, cooperation and alliances to build awareness, gain resources and, ultimately, make 

a change”. In the context of rural social entrepreneurs, Lang and Fink (2019) highlight that 
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networks between them offer complimentary resources to facilitate their business models. 

Based on these arguments, we expect that individuals with greater access to social capital are 

more likely to engage in social enterprise. Thus, we hypothesise,  

H1: Individuals with higher levels of social capital have a greater likelihood to engage in 

social entrepreneurship compared with commercial entrepreneurship 

Contingent role of national culture 

As mentioned earlier, we study the contingent role of four main dimensions of Hofstede 

(1980), namely power distance, individualism, uncertainty avoidance, and masculinity on the 

relationship between knowledge capital and entrepreneurship. Based on the institutional 

legitimacy argument, we argue how culture establishes the informal norms and routines of a 

society that guide entrepreneurial choices (Aldrich and Fiol, 1994; Suchman, 1995; Suddaby 

et al., 2017). We integrate these with social entrepreneurship literature to posit that in cultures 

where societal preferences encourage or require pro-social actions, greater legitimacy is 

bestowed on social entrepreneurship, offering external support in favor of knowledge capital 

investment towards it. 

Knowledge capital, power distance, and entrepreneurship  

Power distance captures how different nations handle human inequality differently. 

Inequality could emerge out of physical and mental characteristics, wealth, power status, 

social status, and prestige (Hofstede, 2001). Power distance reflects the degree of 

centralization that may be present in the mental programming of individuals at all levels of 

society (Ronen, 1986). In high power distance cultures, people at junior levels consider their 

superiors as a different kind of people, with non-power holders accepting the existence of a 

certain level of distance between them and those having power (Park et al., 2002). 
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The social norm in high power distance countries accepts the existence of inequality, 

acknowledging that everyone has his/her rightful place. This acceptance manifests itself in 

terms of social status and wealth. When there is greater inequality in terms of status and 

wealth, people who are of lower rank and/or poor often find themselves in a position of being 

unable to have access to the market on equal terms as people who are of higher status and/or 

wealthier. Such a situation is referred to as a social-market failure, wherein commercial 

market forces fail to meet a social need (e.g., public goods) (Weisbrod, 1977). Extant 

literature argues that social entrepreneurs find greater legitimacy and opportunities in 

contexts of social-market failure and acute poverty (Rivera-Santos et al. 2015; Robinson 

2006; Seelos and Mair 2005).  

In communities where high social inequality exists, community members are likely to 

support individuals that undertake actions aimed at reducing inequality (Frid et al., 2016; 

Santos, 2012). Individuals who have higher knowledge capital will be in a better position to 

attract such external support in higher power distance countries in favor of engagement in 

social, relative commercial entrepreneurship. Hence, we posit that:  

H2: In power distance cultures, the likelihood of social entrepreneurship entry of those with 

knowledge capital (general human capital, specific human capital, and social capital) is 

greater relative to commercial entrepreneurship.  

Knowledge capital, individualism, and entrepreneurship  

Individualism is described as 'the relationship between the individual and the collective' 

(Hofstede, 2001, p. 209) that prevails in a given society. The individualism–collectivism 

dimension captures the relative relevance that people give towards personal interest and 

shared pursuits (Wagner III, 1995). In cultures with low levels of individualism, the emphasis 

is on belonging to the collective, and the context imposes activities. In contrast, the focus is 

on individual initiative and achievement, and activities are self-started in high individualism 
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cultures (Hofstede, 2001). In individualistic cultures, individuals tend to care for their self-

interests, ignoring the interests of the group (Hofstede, 1983). In contrast, individuals in 

collectivist cultures are likely to exhibit cooperative behaviors that benefit the group, 

irrespective of personal gains from it. (Spence, 1985). 

In comparison to commercial entrepreneurs, social entrepreneurs are faced with more 

constraints like limited access to superior talent and finances, which reduces their ability to 

access and deploy resources needed for the organization (Bacq and Janssen, 2011; Desa, 

2012). Given these constraints, social entrepreneurs focus on resources outside their 

organizational boundaries to help them in achieving their goals. One such effort involves 

focussing on developing social capital and the skills to manage it  (Hechavarría et al., 2017; 

Lumpkin et al., 2018; Sahasranamam and Ball, 2016). Comparisons of social and commercial 

entrepreneurs point out that social entrepreneurs draw their support from collective wisdom 

and experience (Austin et al., 2006). Social enterprises rely on their trust and relational ties 

with communities where they work to secure external resources needed for social action 

(Dacin et al. 2010; Mair and Martí 2006). Hence, social enterprises are likely to garner 

greater legitimacy and external resource support in collectivistic cultures than commercial 

enterprises (Corner and Ho, 2010; Pathak and Muralidharan, 2016). Individuals who have 

higher knowledge capital are likely to be better placed to attract such external support in high 

collectivism (low individualism) cultures in favour of engagement in social, relative 

commercial entrepreneurship. Thus, we posit that: 

H3: In individualistic cultures, the likelihood of social entrepreneurship entry of those with 

knowledge capital (general human capital, specific human capital, and social capital) is lower 

relative to commercial entrepreneurship.  

Knowledge capital, uncertainty avoidance, and entrepreneurship  
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Hofstede (2001: 148) describes uncertainty avoidance as: “uncertainty-avoiding cultures shun 

ambiguous situations. People in such cultures look for structure in their organizations, 

institutions, and relationships, which makes events interpretable and predictable." The extent 

to which individuals in a society are anxious about the unpredictable nature of the future has 

implications on economic and entrepreneurial initiatives in that country (Shane, 1995). For 

example, Venaik and Brewer (2010) noted a negative relationship between Hofstede's 

uncertainty avoidance and economic prosperity.  

Extant literature also clarifies that uncertainty avoidance and risk avoidance are not 

synonymous terms. Uncertainty refers to ambiguous situations, whereas risk has a definite 

probability attached to an event (Hofstede, 2001). Further, Hofstede (2001) suggests that 

individuals in high uncertainty avoidance cultures are willing to take risks or to support 

others taking such risks as a means of reducing the ambiguity and stress that they encounter. 

Social entrepreneurs attempt to solve the social problems bringing more significant structure 

to the lives of the people (Mair et al. 2007, 2012; Mair and Marti 2009), and hence they are 

likely to have higher legitimacy and resource support compared to commercial entrepreneurs 

in high uncertainty avoidance cultures (Manning, Kannothra & Wissman-Weber, 2017). As a 

result, we expect that better-networked individuals would garner greater external support in 

favor of social, relative to commercial entrepreneurship in high uncertainty avoidance 

cultures. Thus, we posit that: 

H4: In uncertainty avoidance cultures, the likelihood of social entrepreneurship entry of those 

with knowledge capital (general human capital, specific human capital, and social capital) is 

greater relative to commercial entrepreneurship. 

Knowledge capital, masculinity, and entrepreneurship  

Masculinity is defined as “the extent to which the dominant values in society are 'masculine', 

that is, assertiveness, the acquisition of money and things, and not caring for others, the 
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quality of life, or people" (Hofstede, 1980, p. 46). Masculine societies emphasize 

performance, achievement, and support material success. Feminine societies, on the other 

hand, tend to stress welfare, give greater importance for relationships with people over 

money, care for the preservation of the environment, and extend support to the weak 

(Hofstede, 2001).  

People in feminine societies have high compassion (Goetz et al., 2010), and have 

greater sensitivity to the pain and needs of others (Nussbaum, 1996; Ortony et al., 1988). 

These qualities compel individuals to participate in activities that alleviate others' suffering 

(Batson and Shaw, 1991; Omoto et al., 2009). Compassion acts as a pro-social motivator, 

which is "the desire to expend effort to benefit other people" (Grant, 2008, p. 49). Hence, 

when there are greater levels of compassion among individuals in a country, they are more 

likely to perceive the activities of social entrepreneurs who try to alleviate the suffering of 

others as legitimate and support them (Grimes et al., 2013; Hechavarría et al., 2017; Miller et 

al., 2012). Social entrepreneurs will receive greater external support like compassion in 

countries with feminine culture. Hence we expect that individual knowledge capital will be 

more instrumental in social, relative to commercial entrepreneurship in weak masculine (high 

feminine) cultures. Thus, we posit that: 

H5: In masculine cultures, the likelihood of social entrepreneurship entry of those with 

knowledge capital (general human capital, specific human capital, and social capital) is lower 

relative to commercial entrepreneurship.   

We present our conceptual model in Figure 1. 

----------------------------------------------------- 

Insert Figure 1 about here 

----------------------------------------------------- 

DATA AND METHODS 



20 
 

Data Sources 

We use a multi-country dataset for testing our hypotheses. This dataset was developed by 

merging multiple datasets. The main source of data was from the the Global Entrepreneurship 

Monitor (GEM). Besides, for data on country-level institutional variables, we used sources 

such as Hofstede survey, World Bank, and Heritage Foundation. GEM entrepreneurship 

surveys are conducted on an annual basis across countries since 2000. In certain years, GEM 

conducts special additional surveys; one such instance was the special survey on social 

entrepreneurship in 2009. This data is well-suited for the theoretical concerns of our study. 

Prior research has established the reliability and validity of the GEM survey (Reynolds et al., 

2005), and several studies in international business and entrepreneurship have used this 

survey data (Estrin et al., 2016; Mickiewicz et al., 2017; Stephan and Pathak, 2016). We use 

data from the Adult Population Survey (APS) of GEM, which is collected annually through 

telephone (or occasionally face-to-face) interviews, with around 2000 adult respondents (18-

64 age group) from each country.  

Variables 

Dependent variable  

For our main set of results, we follow Estrin et al. (2016) to use a multilevel logit model 

comparing the individual likelihood of social and commercial entrepreneurial entry. We 

consider commercial entrepreneurship as the baseline category (coded as 0), and social entry 

is coded as 1. We classify entrepreneurship into social and commercial based on individuals' 

nascent entrepreneurial activity. GEM methodology classifies respondents as nascent 

entrepreneurs who answered affirmatively to the following statements: "(a) they are alone or 

with others are currently trying to start a new business, (b) they have actively taken action to 

start the new business over the past 12 months, (c) they will at least part-own this business, 

and (d) they have not paid wages, salaries, or 'in-kind' for more than three months" (Estrin et 



21 
 

al., 2016: 456). Within that, respondents who answered positively to the question about 

starting and owner-managing “any kind of activity, organization or initiative that has a 

particular social, environmental or community objective” were identified as social 

entrepreneurs (Lepoutre et al., 2013; Stephan et al., 2015; Terjesen et al., 2012). Prior social 

entrepreneurship research uses a similar definition (Mair and Martí 2006; Zahra et al. 2009).  

Independent variable  

Our individual-level predictor variable is knowledge capital, which is comprised of three 

variables, namely general human capital, specific human capital, and individual social 

capital. We measure general human capital based on respondents' educational status, equal to 

1 if they have completed secondary education (De Clercq et al., 2013). We operationalized 

specific human capital as a dummy variable, that takes the value 1 when the respondents 

mention that “they had the knowledge, skills, and experience required to start a new 

business" (De Clercq et al., 2013; Sahasranamam and Sud, 2016). We measure social capital 

as a dummy variable, equal to 1, if respondents mention that they know someone who had 

started a business in the past two years (Arenius and Minniti, 2005; De Clercq et al., 2013; 

Klyver et al., 2008; Klyver and Schenkel, 2013).  

Moderator variables  

We measure national culture values of power distance, individualism, uncertainty avoidance, 

and masculinity based on Hofstede (2001). National culture is relatively stable over long 

periods, and hence using the culture orientation scores from 2001 is appropriate (Beugelsdijk 

et al., 2015). 

Control variables  

Considering the multilevel nature of our research question, we include control variables at 

both the individual and country levels. At the individual level, following prior research (De 

Clercq et al., 2013; Estrin et al., 2016), we control for gender, age, occupational status, fear of 

failure, and financial capital. We measure gender as a dummy variable (Male = 1).  We 
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measure the age of the respondent in years. We operationalize occupational status as a 

dummy variable based on whether the respondent is working (full-time or part-time) or not. 

Fear of failure is also a dummy variable, which captures whether respondents agree that fear 

of failure would prevent them from starting a business. We measure financial capital in terms 

of respondents' household income. If the respondents' household income is in the middle or 

upper third of incomes in a national sample, we code it as 1.  

At the country level, based on prior research, we control for GDP per capita, GDP 

growth, unemployment, government spending (as a ratio of GDP), and the rule of law (Estrin 

et al., 2016; Hoogendoorn, 2016). The data on GDP per capita, GDP growth, unemployment 

rate, and the rule of law were obtained from the World Bank. The data on government 

spending (as a ratio of GDP) was taken from the Heritage Foundation. We lag all these 

variables by one year. Furthermore, in regression models testing the moderating role of 

culture, we control for their respective country-level values. 

Estimation 

Our data has a nested structure with individual-data within country-level data, and our 

dependent variable is a dummy variable. So we use a multi-level logistic regression analysis. 

(Guo and Zhao, 2000). There are multiple advantages to using a multi-level approach. First, it 

reduces bias in the analysis by factoring for the interdependency between data at the 

individual and country-level (Autio and Acs, 2010; Hofmann, 1997). Second, ecological 

fallacy3 concerns emerge when the focus is only on one level (Terjesen et al., 2016); a multi-

level approach helps to overcome this through systematic analysis of cross-level interaction 

effect (Echambadi et al., 2006; Guo and Zhao, 2000). Several entrepreneurship studies have 

adopted such multi-level approaches (Autio and Acs, 2010; De Clercq et al., 2013). 

                                                           
3 Ecological fallacy concerns arise when statements about individual behaviors are made based on aggregated 
data (Robinson 1950). 



23 
 

While testing moderating effects, the direction and statistical significance of 

interactions vary for different independent variables (Hoetker, 2007; Zelner, 2009). So we 

plot the marginal interaction graphs between high and low values of the moderator variable 

for different values of the independent variable (Zelner, 2009). 

RESULTS 

We present the summary statistics and the correlation matrix in Tables 1 and 2, respectively. 

From Table 2, we note that there are no high correlations between individual-level variables 

and between individual- and country-level variables. We also tested for multi-collinearity 

using the VIF statistic in each of the regression models. The average VIF scores for the 

regression models are within the range of 4 (Cohen et al., 2003; Neter et al., 1996), and the 

overall condition number is less than 15 (Belsley et al., 2005), suggesting that 

multicollinearity is not a severe concern in our study. 

We show the results of our logistic regression in Table 3. Model 1 includes all the 

control variables at the individual and country levels. In Model 2, we add the predictor 

variable at the individual level, i.e., knowledge capital. In Models 3, 4, 5, and 6, we include 

the interaction effects of three knowledge capital variables with power distance, 

individualism, uncertainty avoidance, and masculinity culture, respectively. We present the 

relative Odds Ratio (OR) in the tables; an OR > 1 indicates a positive effect, and OR < 1 

indicates a negative effect. 

From Model 2 in Table 3, we see a significant positive effect on social capital on 

social compared to commercial entrepreneurship entry (OR = 1.17, p < 0.001). This implies 

that individuals who are better resourced from a social capital perspective are more likely to 

engage in social entrepreneurship than in commercial entrepreneurship, lending support to 
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Hypothesis 1. We also find the same results as Estrin et al. (2016) for general and specific 

human capital variables. 

From Model 3, we find no significant interaction effect of power distance culture on 

the relationship between knowledge capital variables and relative entrepreneurship choice. 

Thus, we do not find support for Hypothesis 2. 

From Model 4, we observe a significant negative interaction effect between specific 

human capital and individualism culture (OR = 0.84, p < 0.05), while the interaction with 

other forms of knowledge capital is not significant. Therefore, we find partial support for 

Hypothesis 3. This result suggests that individualistic culture influences specific human 

capital investment towards commercial entrepreneurship compared to social 

entrepreneurship. We plot this significant moderating effect in Figure 2. 

From Model 5, we find a significant positive interaction effect between social capital 

and uncertainty avoidance culture (OR = 1.16, p < 0.05), while the interaction with other 

forms of knowledge capital is not significant. Hence, Hypothesis 4 is partially supported. 

This finding implies that, in high uncertainty avoidance cultures, social capital has a ,more 

substantial effect on entry to social entrepreneurship compared to commercial 

entrepreneurship. We plot this significant moderating effect in Figure 3. 

From Model 6, we note an insignificant moderating effect for masculinity culture. 

Similar to the finding for power distance, this suggests that masculinity cultures do not have a 

differential effect in influencing knowledge capital investment towards either form of 

entrepreneurship, and hence Hypothesis 5 is not supported. 

Among the control variables, we observe that people who are already working prefer 

to engage in commercial rather than social entrepreneurship entry, and this finding is 

consistent with prior research findings (Estrin et al., 2016). It is also interesting to note that 
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the financial capital of individuals does not influence the relative entrepreneurship choice, 

though previous research has found it to be important for both types of entrepreneurship 

when contrasted with no entrepreneurial activity (De Clercq et al., 2013).  

----------------------------------------------------- 

Insert Tables 1- 3 and Figures 2-3 about here 

------------------------------------------------------ 

Robustness tests 

We perform multiple robustness tests4. First, we removed country-level variables like 

unemployment rate and government spending separately, and repeated the analysis. Second, 

we used the regulatory quality index from the World Bank instead of the rule of law at the 

country-level as a control variable. In the above-mentioned robustness analysis, the direction 

and statistical significance of the results were consistent with those in Table 3.  

DISCUSSION 

This paper studied the role of knowledge capital on social and commercial entrepreneurship, 

while simultaneously considering the contingent effect of informal institutions. Drawing on 

social capital theory, we find that social capital is relatively more important for social, 

compared to commercial entrepreneurship. This finding is consistent with the views 

expressed by many scholars (e.g., Hu et al., 2020; Kachlami et al., 2018) that social capital 

would be more helpful in promoting social entrepreneurship than commercial 

entrepreneurship.  

Upon integrating it with institutional theory and national culture characteristics, we 

observe that this is better understood when considered as a multilevel phenomenon of 

knowledge capital situated within the individual's informal institutional context.  In this 

                                                           
4 The results are available with the authors upon request. 



26 
 

study, we respond to two critical calls for future research, namely (i) understanding the key 

drivers for setting up both social and commercial enterprises resulting in a clear distinction 

between them (Clark et al., 2018; Estrin et al., 2016; Sahasranamam and Nandakumar, 2020) 

and (ii) in-depth examination of the role played by informal institutions on the emergence of 

new ventures (Liñán et al., 2014; Shirokova et al., 2018). 

Contrary to our expectations, we did not find support for our argument that 

knowledge capital promotes social entrepreneurship than commercial entrepreneurship in 

high power distance cultures. Similarly, the results did not support our hypothesis that 

suggests knowledge capital will support commercial than social entrepreneurs in masculine 

cultures. There is some empirical evidence that suggests that lower power distance and lower 

masculinity promote social entrepreneurship (e.g., Kedmenec and Strašek, 2017). Hence our 

research findings help promote further debate regarding the impact of cultural distance on the 

emergence of social entrepreneurship. 

Theoretical Contributions 

We make two key theoretical contributions through this study. Firstly, we contribute to the 

literature on individual capital in entrepreneurship (Bhagavatula et al., 2010; Davidsson and 

Honig, 2003; Gedajlovic et al., 2013; Payne et al., 2011; Stam et al., 2014). Prior literature 

has recognized the importance of network relationships and social capital on entrepreneurship 

engagement (Bhagavatula et al., 2010; Davidsson and Honig, 2003; Sahasranamam and Sud, 

2016). We extend this understanding by highlighting the greater relevance of social capital 

for social compared to commercial entrepreneurship. This research finding conforms with the 

arguments in social entrepreneurship literature over the importance of reliance on social 

capital for resource acquisition in social enterprises (Austin et al., 2006; Desa and Basu, 

2013).  
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Our second contribution is to the growing literature on contextual effects on 

entrepreneurship (Estrin et al., 2016, 2013; Estrin and Mickiewicz, 2011; Pathak and 

Muralidharan, 2016; Semrau et al., 2016; Xavier-Oliveira et al., 2015). The contingent role of 

formal institutional factors like the rule of law, financial system, and educational system on 

individual capital investment towards social entrepreneurship have been explored in earlier 

studies (Estrin et al., 2016; Sahasranamam and Nandakumar, 2020). We add to this literature 

by highlighting the moderating role of informal institutions on the relationship between 

knowledge capital and entrepreneurship. We find that high individualism cultures are likely 

to favor specific human capital investment towards commercial over social entrepreneurship, 

while high uncertainty avoidance cultures are likely to favor social capital investment 

towards social over commercial entrepreneurship entry. This learning conforms to our 

theoretical arguments that in such cultures, individuals are likely to garner greater legitimacy 

and external resource support in favor of social entrepreneurship to complement their 

knowledge capital. In collectivistic cultures, social entrepreneurs find support from the 

collective wisdom, relational ties, and community embeddedness, which are lower in 

individualistic cultures (Dacin et al. 2010; Mair and Martí 2006). In uncertainty avoidance 

cultures, it stems from the recognition that social enterprise activities are aimed at solving 

social problems and bringing greater structure to their lives (Mair et al. 2012; Mair and Marti 

2009). Concerning power distance and masculinity cultures, we find that they do not have a 

differential role in encouraging knowledge capital investment towards either form of 

entrepreneurship entry. This finding was surprising in light of our arguments of inequalities 

and pro-social motivations, respectively, which requires further in-depth study.  

 

Practical Implications 
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Our findings on the relationship of knowledge capital with entrepreneurship and the 

contingency of national culture provide a basis for developing policies targeted at 

encouraging different forms of entrepreneurship. First, our finding suggests that social capital 

is more likely to encourage social entrepreneurship in comparison to commercial 

entrepreneurship. Hence, the policymakers and other stakeholders in the social 

entrepreneurship ecosystem should create forums for developing social capital among social 

entrepreneurs like networking events and entrepreneur meet-ups. Second, our results suggest 

that entrepreneurship support policies need tailoring to the cultural context. For instance, we 

find that the effect of specific human capital and social capital on social versus commercial 

entrepreneurship entry varies depending on the cultural context. This finding has implications 

for global bodies, such as the World Bank or the United Nations. For example, in seeking to 

implement the United Nation's Sustainable Development Goals, encouraging social 

entrepreneurship could be an important strategy. Our research suggests that one size tool will 

not fit all countries. For example, in cultures of high uncertainty avoidance, interventions to 

develop social capital may translate into more social entrepreneurship activity. However, in 

cultures of high power distance and masculinity, similar interventions might not have an 

equally beneficial effect. 

LIMITATIONS, FUTURE RESEARCH, AND CONCLUSION 

There are certain limitations to the GEM dataset. For instance, we are limited by the GEM 

dataset using binary coding for some constructs. We capture measures like social capital, 

human capital, and fear of failure based on Yes/No responses. Furthermore, some of these 

measures are perceptual. Therefore, we encourage future research to use more fine-grained 

and objective measures for these constructs. However, we utilize it, considering that GEM is 

the only large scale database available on social entrepreneurship (Bacq et al., 2013; Lepoutre 

et al., 2013). GEM captured the social entrepreneurship information as a special survey in 
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2009. Therefore, the dataset is cross-sectional, and this gives rise to reverse causality 

concerns. However, we alleviate these concerns as far as we can by considering human and 

social capital (which are acquired in the past) and by lagging the country-level institutional 

data. Future research using longitudinal datasets could further explore this phenomenon. The 

data we have used in this study was collected in 2009, which becomes a limitation of our 

study.  However, there is a lack of alternate cross-country data sources that offer comparable 

social and commercial entrepreneurship choice information at the individual level. Also, 

national culture is a societal attribute that changes very gradually; thus the findings from our 

study still hold relevance. In recent years, cross-country efforts have started for data 

collection exclusively on social entrepreneurship like Social Enterprise as FORce for more 

Inclusive and Innovative Societies (SEFORIS), which has a predominant focus on EU 

countries (Huysentruyt et al., 2016). The country-level social enterprise estimates discussed 

by Huysentruyt et al., (2016) are comparable to the rates discussed in the report on GEM 

2009 special survey (Lepoutre et al., 2012).  Future research could draw on such data sources 

to have a more in-depth understanding of the cultural influence on social enterprises.  

Hofstede's dimensions are acknowledged to have certain limitations and other cross-

culture quantitative measures (Javidan et al., 2006). For instance, there is a critique that 

nations are not the ideal units of analysis for measuring culture. Another limitation of 

Hofstede and other multi-country culture measures is that the size distributions across 

countries vary (Kirkman et al., 2006). Culture is a complex phenomenon that makes it 

difficult to model (Taras et al., 2009). Despite the limitations, Hofstede's dimensions continue 

to have a strong holding within academic research and are considered appropriate for cross-

country research (Beugelsdijk et al., 2015). 
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One of our key findings is that different cultural contexts exhibit variations in their 

contingent role in the relationship between knowledge capital and entrepreneurship. 

Researchers have thus far explored such multilevel effects involving informal institutions in a 

limited way. This avenue opens up significant future research potential to explore the 

moderating role of culture on the relationship between entrepreneur- or firm-level 

characteristics and entrepreneurship entry/performance. We know that cultures vary 

substantially at sub-national levels, especially within large and heterogeneous emerging 

market economies like India and China (Chatterjee and Sahasranamam, 2018; Sahasranamam 

and Ball, 2018). Therefore, there is a need for research to explore the role of sub-national 

cultures on entrepreneurship.  

Our study reinforces the importance of knowledge capital for entrepreneurial entry. It 

extends social capital theory by illuminating its comparative role in social and commercial 

entrepreneurship and by highlighting the contingent role of national culture. Our findings 

enrich our knowledge on the comparison between social and commercial entrepreneurship 

concerning knowledge capital and the contextual influence of informal institutions.  
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Figure 1. Conceptual model 
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Figure 2. Interaction effect between specific human capital and individualism culture (Solid line 

represents high specific human capital while dotted line represents low specific human capital). 
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Figure 3. Interaction effect between social capital and uncertainty avoidance culture (Solid line 

represents high social capital while dotted line represents low social capital). 
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Table 1: Summary statistics 

 

Variable Mean s.d. 

Social relative to 

commercial start-up 0.17 0.37 

Age 37.59 11.75 

Gender 0.59 0.49 

Occupational status 0.82 0.38 

Fear of failure 0.27 0.44 

Specific human capital 0.85 0.36 

General human capital 0.37 0.48 

Individual social capital 0.63 0.48 

Individual financial capital 0.82 0.38 

GDP per capita 20998.48 20683.23 

GDP growth 1.86 3.42 

Rule of law 0.33 1.03 

Unemployment rate 7.42 4.40 

Government spending 64.51 20.65 

Power distance 43.00 29.95 

Individualism 34.35 30.96 

Uncertainty avoidance 49.28 36.04 

Masculinity 38.65 26.78 
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Table 2: Correlation matrix 

 
  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 

1. Social relative to 

commercial start-up 1                                   

2. Age 0.05* 1                                 

3. Gender -0.02* -0.00 1                               

4. Occupational status -0.05* 0.05* 0.12* 1                             

5. Fear of failure -0.01 -0.01 -0.07* -0.02* 1                           

6. Specific human capital -0.03* 0.02* 0.06* 0.05* -0.14* 1                         

7. General human capital 0.13* 0.07* 0.03* 0.06* -0.04* 0.07* 1                       

8. Individual financial 

capital -0.01 0.02* 0.08* 0.10* -0.01* 0.05* 0.14* 1                     

9. GDP per capita 0.17* 0.21* 0.03* 0.05* -0.04* 0.02* 0.30* 0.03* 1                   

10. GDP growth -0.10* -0.09* -0.05* 0.02* -0.01 -0.01* -0.21* -0.06* -0.58* 1                 

11. Rule of law 0.15* 0.21* 0.03* 0.03* -0.04* 0.03* 0.28* 0.00 0.83* -0.47* 1               

12. Unemployment rate -0.01* -0.04* 0.04* -0.09* 0.02* -0.01 -0.01 0.09* -0.20* -0.14* -0.15* 1             

13. Government spending -0.15* -0.15* -0.04* -0.02* 0.00 0.01 -0.19* -0.03* -0.68* 0.47* -0.64* -0.07* 1           

14. Individual social 

capital 0.02* -0.12* 0.07* 0.03* -0.01 0.09* 0.05* 0.06* -0.04* 0.07* -0.03* -0.04* 0.08* 1         

15. Power distance 0.01 0.06* -0.03* 0.01 -0.01 0.00 -0.00 0.10* -0.10* 0.29* -0.06* -0.03* 0.19* 0.01 1       

16. Individualism 0.18* 0.21* 0.00 0.03* -0.03* 0.01 0.23* -0.00 0.70* -0.40* 0.70* -0.00 -0.64* -0.09* 0.21* 1     

17. Uncertainty avoidance 0.04* 0.09* -0.01 -0.01 -0.01 0.03* 0.08* 0.12* 0.10* 0.09* 0.16* 0.05* -0.03* -0.01 0.80* 0.33* 1   

18.Masculinity 0.12* 0.15* -0.04* 0.03* -0.02* -0.01 0.10* 0.05* 0.18* -0.01 0.18* 0.03* -0.18* -0.07* 0.67* 0.63* 0.54* 1 

*p < 0.05 
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Table 3: Multilevel logistic regressions on the likelihood of social relative to commercial 

start-up 
 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Controls: Individual level             

Age 1.07** 1.09** 1.09** 1.09*** 1.09** 1.09** 

  (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) 

Gender 0.89* 0.90** 0.90* 0.90* 0.90* 0.90* 

  (0.05) (0.05) (0.05) (0.05) (0.05) (0.05) 

Occupational status 0.72*** 0.72*** 0.72*** 0.72*** 0.72*** 0.71*** 

  (0.08) (0.08) (0.05) (0.06) (0.05) (0.05) 

Fear of failure 1.06 1.02 1.02 1.02 1.02 1.02 

  (0.08) (0.07) (0.07) (0.07) (0.07) (0.07) 

Individual financial capital 0.97 0.94 0.94 0.94 0.94 0.94 

  (0.09) (0.09) (0.07) (0.07) (0.07) (0.07) 

Controls: Country level             

GDP per capita 1.33 1.29 1.31 1.19 1.30 1.29 

  (0.32) (0.30) (0.36) (0.33) (0.35) (0.34) 

GDP growth 1.12 1.11 1.06 1.08 1.05 1.09 

  (0.23) (0.22) (0.19) (0.19) (0.18) (0.19) 

Rule of law 1.12 1.11 1.11 1.05 1.07 1.12 

  (0.35) (0.34) (0.31) (0.30) (0.30) (0.31) 

Unemployment rate 1.18 1.19 1.23 1.15 1.22 1.19 

  (0.15) (0.15) (0.20) (0.18) (0.19) (0.18) 

Government spending 0.88 0.89 0.88 0.95 0.91 0.90 

  (0.18) (0.18) (0.16) (0.18) (0.17) (0.16) 

Power distance culture (PD)     1.07       

      (0.19)       

Individualism culture (IND)       1.44     

        (0.33)     

Uncertainty avoidance culture (UA)         1.14   

          (0.20)   

Masculinity culture (MAS)           1.14 

            (0.19) 

Independent variable - Knowledge capital             

General human capital (GHC)   1.46*** 1.46*** 1.46*** 1.47*** 1.47*** 

    (0.09) (0.09) (0.09) (0.09) (0.09) 

Specific human capital (SHC)   0.67*** 0.67*** 0.71*** 0.67*** 0.66*** 

    (0.07) (0.05) (0.06) (0.05) (0.05) 

Individual social capital (ISC)   1.17*** 1.17*** 1.14** 1.16** 1.15** 

    (0.06) (0.07) (0.07) (0.07) (0.07) 

Cross-level interactions             

GHC x PD     0.95       

      (0.07)       

SHC x PD     1.06       

      (0.10)       

ISC x PD     1.11       

      (0.08)       

GHC x IND       0.99     

        (0.06)     

SHC x IND       0.84**     

        (0.06)     

ISC x IND       1.09     
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        (0.06)     

GHC x UA         0.93   

          (0.06)   

SHC x UA         1.03   

          (0.09)   

ISC x UA         1.16**   

          (0.08)   

GHC x MAS           0.98 

            (0.06) 

SHC x MAS           1.07 

            (0.09) 

ISC x MAS           1.08 

            (0.07) 

Constant 0.22*** 0.25*** 0.25*** 0.24*** 0.25*** 0.26*** 

  (0.04) (0.05) (0.05) (0.05) (0.05) (0.05) 

Log-likelihood -4457 -4255 -4253 -4251 -4251 -4253 

Observations 11,096 10,707 10,707 10,707 10,707 10,707 

Number of groups 49 49 49 49 49 49 

 

Relative odds ratios (OR) are presented, OR>1 indicates positive effect and OR < 1 indicates negative 

effect; Standard errors in parenthesis; ***p < 0.001, **p < 0.01, *p < 0.10. 


