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bakeries.Aqualitativestudywasconductedon186registeredbakeryowners/managersofbakeries.The
resultsindicatedthattherelationshipbetweenenhancedinnovationprocessandoutputlevelinsmall
andmedium-sizedenterprises(SME)bakeriesaresignificant.Ithasbeenrevealedthattheworkforce’s
professionalbehaviour,theacquiredcompetencythroughtraining,andtherewardingsystemsmoderate
the relationship between enhanced innovation process and output level in small and medium-sized
enterprise(SME)bakeries.
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Foreword



ThebookSustainable and Responsible Entrepreneurship and Key Drivers of Performancetacklestoday’s
entrepreneurial practices operate in a continuously challenging, highly dynamic, and ever-changing
environment.Inthesetimesofchange,itisimportanttoexamineup-to-datetheoreticalinfrastructure
onthemostpowerfulandrepresentativeapproachestosustainableandresponsibleentrepreneurship.

Whatismore,thebookSustainable and Responsible Entrepreneurship and Key Drivers of Performance
coversanupdatedviewofthenewesttrends,novelpractices,andlatesttendenciesconcerningsustainable
andresponsibleentrepreneurshipinaworlddominatedbyinsecurityanddramaticeconomic,political,
andmanagerialchanges.Thebookpresentstheoreticalinfrastructureonapproachestosustainableand
responsibleentrepreneurshipaswellasempiricalresultsthatmakeatremendouscontributiontothe
analysisoforganizations’performancekeydrivers.Elaboratingontopicssuchasgreeningeconomy,
intellectualcapital,knowledgemanagement,sustainableentrepreneurialecosystems,andsocialresponsi-
bility,thistextisessentialforentrepreneurs,managers,executives,academicians,scientists,researchers,
students,practitioners,andpolicymakersworldwide.

The themeofCorporateSocialResponsibility (CSR) iswidelydiffused in the literature.Simply
put,sustainabilityisabusinessapproachtocreatinglong-termvaluebyorganizationoperatesinthe
ecological,socialandeconomicenvironment.Managementshouldaddressthesetopicsseparately-not
meshthemtogether.Significantlyinbothbusinessandacademicareas,furtherresearchfromdifferent
supplychainviewpoints,suchascollaboration,economieshavebecomekeyplayersinsupplychains,
mainlyduetomarketglobalizationtodefinesustainableperformanceasatermrelatedtoresultsthat
measure.ItisperceivedasakeyactivityforlargeMulti-NationalCorporations(MNCs).Thisisreferred
toasSustainableBusinessModelInnovation(SBMI)ofvalue:frommainlyeconomictoalsoinclude
socialandenvironmentalvalue.Intheshortterm,socialeconomyactorshaveassistedtherecoveryby
promotinginclusiveandsustainableeconomicmodels.Createandsharetoolstoprovidedataonsocial
impactthatarenotonerousbutcandocumentwhosebusinessmodelsarebuiltaroundsuchprinciples
canhelp.ButSmallandMedium-sizedEnterprises(SME)arelaggingbehindinthedigitaltransition
anddisruptive.Formanystart-upsandSmallandMedium-sizedEnterprises(SME),accesstofinance
intheappropriateformsisdifficult.SmallandMedium-sizedEnterprises(SME)arethemainsource
ofjobsinthebusinesssectorandthosewhodon’thavestronggrowthaspirations,oftenremainsmall
throughouttheirlifecycle.Itscapabilityshouldnotbeconsideredinisolationbutrathershouldbein-
tegratedandthekeyfactorsthatfacilitatethetransformationistheKMcycle,itcontributestomeeting
theirbusinessobjectives.Wethenexamineseveralbasesfororganizationaldesignandredesign:Perhaps
themostnoteworthychangeintheenvironmentforbusiness,forexample,globalization,whichmaybe
themostimportanteconomicforcechangesintheorganizationitself,andhencealteritsperformance.
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Buttechnologicalchangeandinnovationneedtobedirectedtowardsbusinessandacademia.However,
basicfinancialandentrepreneurialskillsrequiresagilityineducation.

Intermsoftopicscovered,itshouldbeacknowledgedthatthebookSustainable and Responsible 
Entrepreneurship and Key Drivers of Performancereferstomanyacademicareaswhichinclude,but
arenotlimitedtokeyconcepts,suchas:agility,entrepreneurship,entrepreneurshipfinance,greening
economy,innovation,intellectualcapital,internationalentrepreneurship,knowledgemanagement,or-
ganizationalperformance,responsibleentrepreneurship,socialresponsibility,sustainabledevelopment,
sustainableentrepreneurialecosystems,andwomenentrepreneurship.
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Mewar University, India
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Preface



Today’s entrepreneurial practices operate in a continuously challenging, highly dynamic, and ever-
changingenvironment.Theterm‘businessenvironment’meansthesumtotalofall individuals,and
theeconomic,social,political,technologicalandotherforces,whichoperate.Alltypesofenterprises
facing increasingly dynamic environment. They continuously monitor their environment and adopt
suitablebusinesspractices.Anyorganisationoperatingintoday’suncertain,complex,andcompetitive
globalbusinessenvironment,managersandorganisationsarefacedwithhighlydynamicandcomplex
operatingenvironmentalconditionsbycontinuallyintroducingchanges.Entrepreneurialdevelopment
todayhasbecomeverysignificant;inviewofthisvaluecreationactivityisperformedcontinuouslyin
themidstofuncertainbusinessenvironment,therefore,entrepreneurshipisregardedasadynamicto
continuouslyevaluatetheexistingmodesofbusinessoperations.Theproblemthispresentsisthatthe
environmentconstantlychangesandthefirmhaslittlecontrol.Today’sbusinessenvironmentisgener-
allyverydynamic.Weliveinadynamicenvironmentthatchangesallthetime.Itiscomplicatedand
continuouslychanging.Moreover,theorganizationdoesnotoperateinavacuumbutmustinteractwith
itsenvironmentinactualpractice,sincebothexternalandinternalforcesinteractandimpact.Identify
themostimportantchangesinyourbusinessenvironmentandseetipstoadaptsuccessfullytoarapidly
changingbusinessenvironmentcombiningtoforcetopmanagementtore-evaluatecompanyoperations
onchangedcircumstancesandthechallenges theypresent.Today’s turbulentbusinessenvironment,
characterisedbyrapidtechnologicalchangesthatarenecessaryforcopingwiththeeverchangingbusi-
nessenvironment.It’sbeengreatlychallengedinthepastfewyearsasthebusinessenvironmentearlier
workonturbulencecanbetracedbacktotheworkoncapitalism.Inaworldofconstantchange,the
spoilsgotothenimble.Globalization,newtechnologies,andgreatertransparencyhavecombinedto
upendthebusinessenvironmentashasthesizeofthegapbetweenwinners.Allthisuncertaintyposesa
tremendouschallengeforstrategymaking.Whatarethesectorsofthebusinessenvironment,andhow
dochangesinadynamicenvironmentthathasadirectinfluenceonhowtheyoperateandaregener-
allybeyondthecontrolofmanagementandchangeconstantly.Theyaredifficulttopredict,define,and
measurebecausetheycanbeverysubjective.Organizationalchangeispervasivetoday,asorganizations
struggletoadaptorperhapsthemostnoteworthychangeintheenvironmentforbusinessinthesocietal
structureofwork-someintraditionalsolopractice.Thisisthechallengetobemetbythosewhowould
positorcreatethehigh-reliability.

Inthesetimesofchange,itisimportanttoexamineup-to-datetheoreticalinfrastructureonthemost
powerfulandrepresentativeapproachestosustainableandresponsibleentrepreneurship.Butifweare
toachievealloftheSustainableDevelopmentGoals,moreneedstobedone.Itisessentialtoconsider
waysandmeansbywhichtheinternationalcommunitycandealmore.Humanresourcedevelopmentisa
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crucialrequirementnotonlytobuilduptechnicalpaththatissustainableinaphysicalsensecouldtheo-
reticallybepursued.Itprovidesaclearsenseoftheprinciplesthatmakesustainabilitymoreimportant.

Sustainable and Responsible Entrepreneurship and Key Drivers of Performancecoversanupdated
viewofthenewesttrends,novelpractices,andlatesttendenciesconcerningsustainableandresponsible
entrepreneurshipinaworlddominatedbyinsecurityanddramaticeconomic,political,andmanage-
rialchanges.Inatimewhentheglobaleconomycontinuestostutter,climatechangeanddevelopment
rankshighonthepoliticalagenda,butthebarriersappearstilltoointricate.Someorganizationsare
acceptingdeterioratingenvironmentalandeconomicenvironment.Thisisoneofthecorephilosophies
ofsustainablebusinesspractices.Successfulsustainablebusinessesarefocusedonthecreationofnew,
recognizingchange,pursuingopportunity,and takingonriskandresponsibility.The themeofCor-
porateSocialResponsibility(CSR)iswidelydiffusedintheliteratureandthedebateamongscholars
ofdifferentdisciplines.Newwaysoffindinganswersforfuture,unforeseeablethreats,tobereadyto
identifythekeydriversofchangethatwillshapeandreshapeourworld.Defencepolicy,strategyand
capabilitydevelopment,makingitmorerelevantanddevelopmentsthatmayhaveadramaticimpacton
watersustainabilityarealready.

Thebookpresentstheoreticalinfrastructureonapproachestosustainableandresponsibleentrepreneur-
shipaswellasempiricalresultsthatmakeatremendouscontributiontotheanalysisoforganizations’
performancekeydrivers.Thisresearchwillhelpinstudyingtheroleofsocialentrepreneursincreating
newsocialinstitutionsandstructures.Inthelastcentury,theeconomicperformanceandinnovationisa
greatsuccess.Digitaltechnologiesmaynotonlyresultinbusinessopportunities;theydeterminefuture
avenuesforcontributingsustainabilityimplicationsofentrepreneurship.Inthereviewapproachwiththe
analysisofbibliographicnetworks,theresultsshowedthatapartfromahugecontribution,sustainability
ormakingopportunitiesforrealizingIndustry4.0,isoneofthemaintechnologiesofIndustry4.0(nextto
CPSandbigdata)performanceofsmartmanufacturing.Themaincontributionofthisbookistorevisit
thegovernanceperformanceofnetworksandentrepreneurshipinfamilyfirminternationalisation.The
comparisonisbasedonkeyfactorsnamely:manpowerandtechnology.

Elaboratingontopicssuchasgreeningeconomy,intellectualcapital,knowledgemanagement,sus-
tainableentrepreneurialecosystems,andsocialresponsibility,thistextisessentialforentrepreneurs,
managers,executives,academicians,scientists,researchers,students,practitioners,andpolicymakers
worldwide.Evolutionandsustainabilityofentrepreneurialecosystemsnurturesentrepreneurs.Themain
purposeofthisbookistohelptodevelopsustainableinformationandideas.Anentrepreneurialecosys-
temsorentrepreneurshipecosystemsarepeculiarsystemsofinterdependentactorsandrelationsdirectly
orindirectlysupportingthecreationandgrowthofnewventures.Ecosystemsincludingthesocialand
theeconomicenvironmentaffectlocalandeconomiesofscalecanbeexploredinbusinessfunctions.
Socialentrepreneurship typicallyattempts to furtherbroadsocial,cultural,andenvironmentalgoals
oftenassociatedwiththevoluntarysectorinnumerousareas.EntrepreneurialEcosystemsandGrowth
OrientedEntrepreneurshipsuccessfulcashedoutentrepreneursreinvesttheirtime,moneyandexpertise
insupportingnew.Finally,itisimportantthatpolicy-makersdevelopandresearchalsoshowsthatthese
firmsinvestheavilyinhumancapitalandaremore.Womenandgirls’humanrightsisfundamentalto
achievingsustainablegreeneconomyandgenderequalityforgender-responsivesustainabledevelop-
ment.EmergingEconomicModelsconsiderstheissuesofsocialandsustainableentrepreneurshipto
businessgrowthandmarketleadershipandconcentratesontheeconomicandmanagerialcontributions
forthecollectionofinformation.
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ORGANIZATION OF THE BOOK

Thechaptersthatarepartofthisbookareextremelycomplexandaddressnumerousup-to-dateproblems:
Inthismatter,Chapter1,entitled“SustainableandResponsibleEntrepreneurshipforSustainable

Energy Development”, Dalia Streimikiene, Asta Mikalauskiene, emphasizes the linkages between
sustainableenergydevelopmentandentrepreneurshiparefocusedandstudiesinthisfieldarecritically
discussed in this article,whilepointingout that thenewsustainable energy technologies andother
innovationsarepresented,suchassolarpoweredtrains,electrictires,liquidsunlight,etc.Theroleof
entrepreneurs’indevelopingofnewsustainableenergytechnologiesandotherinnovationsinsustain-
ableenergyisemphasized,focusingontheideathatthepoliciesandmeasurestargetingthesebarriers
areanalysedanddiscussed.

Chapter2,entitled“SustainableandResponsibleEntrepreneurshipforValue-BasedCultures,Econo-
mies,andSocieties:IncreasingPerformanceThroughIntellectualCapitalinChallengingTimes”,Cristina
RalucaGh.Popescu,emphasizestheimportanceofentrepreneurship,stressingthefactthatnowadays,
entrepreneurshiprepresentstheverybasisofpowerfulsocietiesandtheessenceofrobusteconomies,
bringinguniquecontributionstobothsustainabledevelopmentandeconomicgrowthprocesses.Thus,on
onehand,thischapterreviewsthetheoryonsustainableandresponsibleentrepreneurshipasthecoreof
environmentalandsocietalsuccess,andontheotherhand,itfocusesonthemannerinwhichintangible
businessassetsandintellectualcapitalyieldcreativity,innovation,motivation,productivity,andvalue,
inchallengingtimes(COVID-19pandemic).Thismultidisciplinarystudy,basedonquantitativeand
qualitativeindicators,reportsthatintellectualcapitalfactorplaysadominantroleinconstructingnew
products,rulesandservicesforthemarketplace,andhighlightsmaineconomic,social,andenvironmental
effectsofcurrentbusinesspractices.

Incontinuation,Chapter3,entitled“CrisisSituationandFinancialPlanningforSustainability:A
CaseoftheCzechSMEs”,JarmilaDuháčekŠebestová,pointsoutthefactthat,inanycrisisoruncertain
situation,itisnecessarytocarefullydecideaboutthreemainpointswhen,whattoinvestandwhich
financialsourceswillbeused,whichleadstotheideathataprofitreinvestmentwouldbeaneffective
andsafewayofcirculatingmoneyflowsinacompany.Underthesegivencircumstances,according
totheauthor,themaingoalofthischapteristocomparethereinvestmentbehaviourinthecompany
beforethecrisisbasedonprimaryresearchdata(atleast425respondents),thechapterincludingresults
ofdifferentpreferencesinfluencedbyCOVID-19uncertaintyandfactoranalysishadshownthatavail-
abilityofinternalresourceswereimportantsosurviverestrictionsandtobeabletocontinueinfinancial
planningtosustainabledevelopthebusiness.

Incontinuation,Chapter4,“SustainorPerish:ASimpleChoice–CollectiveActionforSustainability,
NotWishfulThinking”,VishwasGupta,AmitBhattacharya,pointoutthattilldate,homo-sapiensisa
naturalcreatureandhence,Man-Naturerelationshipisinseparable.Thus,theauthorsbelievethatif,in
thenextfewdecadesdesignerbabiesareproducedenemasinlaboratorieslikecurrencynotesandtheir
lifeandlivinggetsprogrammedbyArtificialIntelligence;theissueof‘ReimaginingMan-Naturerela-
tionshipwillbecomemorecomplexprovided,themankindmayreachuptothatfuturewithitspresent
self-destructiveactivities.Inthismatter,accordingtotheauthors,withoutbeingnegativeorcursingthe
flightofCapitalismandTechnology,thispaperendeavourstorecordandanalysefewrecentissuesand
itsimpactonhumanexistenceandsuggestssomesimplemeasuresthatmightre-structurevalue-based
consumption-productionpatterntoensureliveableconditionsandsustainabilityforthe7billionpeople
andthenextgenerationsonthisbeautifulplanetEarthuntilnextice-agehits,whichmeansthatMankind
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isleftwithnoalternativebutrectifyingpartially‘corrupted’portionof‘mind-ware’andre-shapingthe
man-naturerelationshipforrealsurvivalandgrowth.

Thenextwork,representedbyChapter5,“Sustainopreneurship”,RahulVermaintroducestheconcept
of“Sustainopreneurship”(innovationandentrepreneurshipforsustainability)whichmaybeaconcept
thathasrisenfromthepriorconceptsecopreneurshipandsocialentrepreneurship,throughsustainability
entrepreneurshipandwhichimpliestoutilizecreativebusinessorganizingtounravelissuesrelatedto
sustainabilitytomakeenvironmentalandsocialsustainabilityasavitalpurposeandobjective,atthesame
timerespectingtheboundariessetinordertopreservethelifesupportframeworkswithintheprocess.
Accordingtotheauthor,itcouldbea“businesswithacause”-wheretheworldissuesareturnedinto
businessopeningsbyarrangementofsustainabilityinnovations.

Furthermore,Chapter6,entitled“QualitySystemsforaResponsibleManagementintheUniversity:
Measuring thePerformanceofTeachingStaff”,LuisMatosas-López,RobertoSoto-Varela,Melchor
Gómez-García,MoussaBoumadan,explorestheideaofQualitySystemsforaResponsibleManagement
intheUniversity:MeasuringthePerformanceofTeachingStaffposingthefollowingquestion:Should
weuseidenticalassessmentinstrumentsonteacherswhoapplydifferentteachingmethodologies?The
authorsattempttoanswerthisquestionbyfocusingthedebateonthetwomostwidespreadmethodologi-
calapproachesintheuniversity:thebehaviouristandtheconstructivist.

InChapter7,“Turkey’sEntrepreneurshipDevelopment”,YunusEmreGenç,theauthorconsiders
entrepreneurshipasakeyelementfordevelopingofeconomiesinrecentyears,statingthatTurkeyisa
countrythatexperiencingentrepreneurshipwithinyearsbothinnationalandinternationalareaandalso
thatTurkisheconomy,especiallyafteryear1980,openeditsdoorstotheworldglobaleconomyand
entrepreneurshipbecamemoreimportantinthisneworder.

Also,inChapter8,“EmployeeEngagement,‘MythorReality’:ACriticalAnalysisofEntrepreneur
andEmployeeRelationshipinRecessionPhaseofBusinessCycle”,BhagawanChandraSinha,employee
engagementreferstoanemployee’shighestdegreeofloyalty,commitmentandparticipationtowards
organization’sgoals,objectives,visionandmission,whichisatechniqueforinstillinganintrinsicdesire
andpassionforexcellenceinemployeesbywinningtheirhead,heart,andsoul.Inotherwords,accord-
ingtotheauthor,itcanbesaiditisanartandscienceofengagingpeopleinauthenticandrecognized
connectionstostrategy,roles,performance,organization,community,relationship,customers,develop-
ment,energy,andwell-beingasweleverage,sustain,andtransformourworkconnectionsintoresults.

Whatismore,Chapter9,“PolicyApproachestoPromoteWomenEntrepreneurshipinIndia”,dis-
cussesthestatusandproblemsalongwiththesolutionsofwomenentrepreneursinIndia.Italsoincludes
significance of women’s entrepreneurship and to analyse the policies of the Indian government for
womeninurbanandruralareas.Theauthorswillinitiateadialoguewithpolicymakersonhowtofoster
enhancedinnovationinwomen-ownedenterprisesinIndia.

Whatismore,Chapter10,“TheRoleofUniversity,Structural,andSocialSupportMeansonthe
Intention of Entrepreneurship: An Empirical Study on the Sample of University Youth”, targets at
studyingtheeffectoftheimplicitfactorsontheintentionofestablishinganinstitutionforthestudents
oftheAlgerianuniversity.Theauthorsshowedthateducationalandsocialsupportfactorsaffectthe
entrepreneurialspiritofstudentsmorethanstructuralsupport.

WhileanalysingChapter11,“ManagerialPamperdomandPrestigeEntrepreneurship”,FahriÖz-
sungur,itshouldbetakenintoconsiderationthatentrepreneurshiphasstartedtobeusedasatoolfor
individualinterestsaswellastheimplementationofinnovativeideasandsustainabilityinentrepreneur-
shiprequirescorporatesocialresponsibilityandethicalprinciplesinleadership.Thus,accordingtothe
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author,especiallymanagerialpamperdomandprestigeentrepreneurshipthatemergedinprofessional
organizationsareintroducedtotheliteratureforthefirsttime.Itisthoughtthatthischapterwillmake
significantcontributionstothefieldsofentrepreneurship,business,management,andstrategy.

Inlikemanner,Chapter12,“ModeratedMediationEffectofInstitutionalEnvironmentandEntrepre-
neurshipOrientation:TheEnterprisingSelf-EfficacyandSmallandMedium-SizedEnterprises(SME)
Advancement”,AnthonyEniola,presentsbusinessenterpriseasasignificantdriveroffeasiblefinancial
development,autonomousofsocial,economic,andinternationalconditionwhilethecreationandsup-
portofeffectiveSmallandMedium-sizedEnterprises(SME)zeroedinonbusinessisasignificanttest.

WhenaddressingChapter13,“EnhancedInnovationProcessasaKeyDriverofBakeryPerformance”,
KafigiJeje,VannieNaidoo,RahulVerma,itshouldbestressedthatSmallandMedium-sizedEnterprises
(SME)inthefoodsectorplayapivotalroleincontributingtothedevelopingcounty’seconomy,andin
ordertoimproveaSmallandMedium-sizedEnterprises(SME),onekeydriverisinnovationandfor
innovationinitiativestogrowandsucceeditdependslargelyontheleadershipandtheinnovationcapa-
bilitiesofthefirm.Inthismatter,thisworkshedsmorelightontheimpactoftheenhancedinnovation
processontheperformanceofSmallandMedium-sizedEnterprises(SME)bakeries.

WhilereferringtoChapter14,“BusinessEnvironmentasKeyDriverofSMEPerformance”,Olalekan
Asikhia,VannieNaidoo,itshouldbestatedthatthechapterestablishedtheeffectsofNigerianmarket
environmentonSmallandMedium-sizedEnterprises(SME)Performanceandthestudycontributesto
thebodyofknowledgeonenvironmentalandperformancemanagementbynotingthecriticalityofthe
industrymarketenvironmentinfacilitatingorganizationalperformance.

Intheend,Chapter15,“KeyDriversofPerformanceandProfitabilityinaSocialBusiness”,Daisy
vanSteenbergen,PauloRamos,BrunoSousa,arguesthat,inordertobuildasuccessfulstrategyforany
typeofbusiness,astrategicanalysisneedstobeperformed,whileastrategicanalysisexistsofmultiple
elements,butitalwaysstartswithenvironmentalscanning,whichimplicatesthatthisresearchfocuses
onthatveryfirststepbyconductinganenvironmentalanalysis.Theauthors’aimofthisresearchwasnot
toprovideallthefinalandconclusiveanswers,itwasmerelytoexploretheresearchtopicwithvarying
levelsofdepth,andadditionally,thisresearchtendedtotacklenewproblemsonwhichlittleornoprevious
researchhasbeendonebycombiningandelaboratingwellknownmodels,suchasPESTEL,Porter´s5
forces,andSWOT.Theresearchproblemofthischaptercanbedescribedasfollowed:todeterminethe
possibilitiesofstartingasuccessfulcommercialbusinesswithinthesocialwelfaresectorofPortugal.
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ABSTRACT

The linkages between sustainable energy development and entrepreneurship are focussed, and studies 
in this field are critically discussed in this chapter. The new sustainable energy technologies and other 
innovations are presented, such as solar powered trains, electric tires, liquid sunlight, etc. The role of 
entrepreneurs in developing new sustainable energy technologies and other innovations in sustainable 
energy is emphasized. The main barriers and drivers of entrepreneurship and innovations in sustainable 
energy are scrutinized and grouped in regulatory, economic, informational, technological, etc. barri-
ers based on comprehensive literature review. The policies and measures targeting these barriers are 
analysed and discussed.

INTRODUCTION

Energy is an essential driving force and basis of human life. The different eras of human civilization 
have been shaped by innovation and the ways in which various energy sources are consumed. Energy 
can be defined as a cornerstone of social life and a decisive factor in industrial and economic develop-
ment. Today, the global energy system is highly dependent on fossil fuels, with fossil fuels currently 
producing about 78.4% of the world’s electricity. Combustion of fossil fuels releases various types of 
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toxic and dangerous pollutants that have negative impact on environment and human health through 
the food chain in a variety of ways. Although this way of energy generation has a negative impact on 
the environment: on groundwater, soil, air, vegetation, biodiversity etc., the most important problems 
are linked to air pollution, the greenhouse effect and climate change. Burning fossil fuels releases huge 
amounts of greenhouse gases into the atmosphere, also classical pollutants such as sulphur and nitrogen 
dioxides, slid particulates, carbon monoxide etc. In addition, burning of fossil fuels have an increasing 
negative impact on public health and on people’s financial condition and quality of life. For this reason, 
the implementation of the sustainable energy concept, in particular increase of use of renewable energy 
sources, is currently receiving a great deal of attention among scholars, decision makers and general public.

The future of global energy must first and foremost be about implementing the concept of sustainable 
energy development. The main goal of sustainable energy development policy is the development of 
energy services by reducing the impact of energy production and consumption on the environment and 
ensuring the implementation of long - term development goals of humanity. In order to respond to high 
and fluctuating energy prices, growing energy import dependence, rapidly growing global energy demand 
and global warming, it is necessary to clearly define and pursue energy policies at both national and global 
levels. In general, energy policy seeks to ensure security of energy supply, affordability, competitiveness 
and reduction of environmental impacts. Energy security and the completion of the internal market is 
one of the main priority areas for energy policy. Security of energy supply, energy scarcity and climate 
change are global challenges. Global energy policy and a balanced response of countries to the current 
situation in energy markets, diversification of energy supply and promotion of Energy Efficiency (EE) 
and use of Renewable Energy Sources (RES) are particularly important in addressing energy security 
issues. Energy and climate change policies already transcend national or regional borders. An effective 
fight against climate change is only possible with the involvement of all regions of the world. The in-
novations are playing the key role in providing sustainable energy development and implementing the 
main Sustainable Development Goals (SDG). However, there are many challenges facing innovation 
process in delivering sustainable energy targets.

This chapter of the book deals with the main barriers and drivers of entrepreneurship and innovations 
in sustainable energy and develops recommendations for policies and measures necessary to overcome 
these barriers and promote entrepreneurship and innovations in sustainable energy. Renewable energy 
are the main sustainable energy issues discussed in the article. Therefore, innovations in energy sector 
are linked to new technologies based on renewables and providing energy efficiency improvements 
also allows to implement Green House Gas (GHG) emission reduction targets. As, there are still a lot 
of barriers and market failures preventing fast penetration of advanced sustainable energy technologies, 
public policies are necessary to address these barriers and to promote entrepreneurship and innovations 
in sustainable energy area.

The chapter deals with the following issues addressed in three sections: the linkages between sustain-
able energy development and entrepreneurship are analysed; the new sustainable energy technologies 
are discussed; the main barriers and drivers of entrepreneurship and innovations in sustainable energy 
are scrutinized and grouped in regulatory, economic, informational, technological etc. barriers based 
on comprehensive literature review. The policies and measures targeting these barriers are analysed and 
analytically assessed in terms of their weaknesses and strengths to overcome regulatory, economic, in-
formational and technological barriers and recommendations for enhancement of policies and measures 
targeting promotion of entrepreneurship and innovations in sustainable energy are given.

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



3

Sustainable and Responsible Entrepreneurship for Sustainable Energy Development
 

BACKGROUND

Sustainable Development and Entrepreneurship

Energy plays a key role in achieving the interlinked economic, social and environmental goals of sustain-
able development. Sustainable energy is described as energy production and consumption, ensuring the 
long - term goals of human development, taking into account all three aspects of sustainable development: 
economic, social and environmental. Liberalization of energy markets increases the security of energy 
supply by offering more options, more suppliers and thus ensuring competition in the energy market, 
but it also poses new challenges. Liberalization of international markets, including energy markets, has 
been a key element of successful growth strategies. The security of energy supply means accesses to 
energy in all its forms at any time, in sufficient quantities and at affordable prices. Ensuring security 
of energy supply would successfully implement important issue of the sustainable energy concept. 
However, along with the liberalized energy market and its benefits, new challenges are emerging due 
to deprived energy consumers who are withdrawing from the market and facing the constant threat of 
an insecure energy supply and experiencing fuel and energy poverty. For moving towards low carbon 
future In Europe Union it is necessary to ensure just transition to carbon free economy by 2050 as the 
most vulnerable groups of population should protected and problems of distributional, procedural and 
recognition justices are properly addressed by policies.

Equally important for the sustainability of energy development is the reduction of the negative en-
vironmental impact of energy production and consumption. All forms of electricity generation have an 
impact on the environment. Energy consumption and production activities account for two thirds of total 
Green House Gas (GHG) emissions. In general, energy also has the greatest potential to help slow down 
climate change caused by greenhouse gases by accelerating the pace of innovation and supporting the 
deployment of large - scale renewable energy technologies.

However, this innovation keeps pace with the growing challenges of climate change and the growing 
demand for energy. Despite the recent rapid increase in investment in clean energy and the empowerment 
of policies, investment in clean energy research and development is too low and significant barriers to 
innovation still remain in energy sector.

The White Paper identifies the need for a systematic approach to innovation, as well as global cata-
lysts and actions that can enhance innovation at different stages and technologies. This White Paper also 
sets out a number of ideas to inspire decision - makers and stimulate debate on the next steps needed for 
sustainable energy innovation. The main ones are:

• The approach to energy innovation needs to be systematic in order to better connect isolated teams 
of experts and fill gaps that hinder the faster transformation of basic research into commercially 
viable projects.

• There is a need to provide better support for capital - intensive innovation areas and to foster 
cooperation in the pre - competitive stages of innovation by mobilizing R&D investment from 
countries, companies and philanthropists.

• Measures need to be put in place to invest with public venture capital investors in public R&D 
grants in order to better target grant recipients, reduce the administrative requirements for grant 
applications, develop cooperation between public and private capital sources and facilitate fair 
and transparent grant award.
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• Technological plans for the public and private sectors and for cross - border design must be aimed 
at improving security of energy supply by accelerating commercialization and pooling technical 
and financial forces that are able to innovate.

• Redesigned and integrated procurement strategies need to be viable, results - oriented rather than 
technology - specific, offering early - stage “demand - side support” for innovation in areas where 
there are no technological solutions.

• Transparency of public R&D spending on sustainable energy innovation is important, using exist-
ing multilateral frameworks to facilitate data sharing between countries and addressing areas of 
under - innovation.

The development of renewable energy sources is seen as an important national challenge, ensuring 
the sustainable development of the energy sector and the country’s energy independence. Using more 
energy from Renewable Energy Sources (RES) reduces the need to import fossil fuels, ensures more 
efficient use of the country’s local energy resources, reduces greenhouse gas emissions and reduces the 
energy sector’s negative impact on climate change.

It is increasingly understood that change is needed to reduce the negative impacts of unsustainable 
business development on society and the environment (Hall et al., 2010; Stiglitz, 2016). Entrepreneurship 
is proposed as a particularly effective practice for sustainable and inclusive economic growth. Despite 
the promises of entrepreneurship to promote sustainable development goals and address the challenges 
of climate change, the role and nature of entrepreneurship remain unclear. In addition, scientific literature 
on sustainability and sustainable business is still relatively rare in the general entrepreneurial literature 
(Hall et al., 2010). Thus, despite the fact that entrepreneurship has been recognized as one of the driv-
ers of potential change for a more sustainable economy, there are still significant gaps in research and 
knowledge of how and whether this transition is actually taking place. At the same time, the literature 
on entrepreneurship does not take into account other key aspects of the problem, such as the quality of 
the institution, the level of innovation or the openness of the economy to trade.

Many authors, such as Schumpeter (1934, 1942), Drucker (1985), and Matos and Hall (2007), have 
examined, among others, the links between entrepreneurship and global problems - solving. Research-
ers Cohen and Winn (2007) show that there are several types of market failures like externalities having 
negative impact on environment. They can also be seen as sources of significant entrepreneurial oppor-
tunities to lay the foundations for an emerging model of sustainable entrepreneurship that slows down 
degradation and gradually improves ecosystems.

Similarly, York & Venkataraman (2010) suggest entrepreneurship as a solution for environmental 
degradation. The authors have developed a model that encompasses entrepreneurial potential, comple-
menting regulation, corporate social responsibility, and activism in addressing environmental issues. 
Entrepreneurial actions can reduce environmental pollution and deforestation, preserve the ecosystem 
and improve the supply of fresh water and the quality of agricultural products. Thus, entrepreneurship 
could be a solution to many environmental and social problems (Wheeler et al., 2005; Senge et al., 2007; 
Hall et al., 2010). It follows that entrepreneurship can be seen as a tool for achieving the Sustainable 
Development Goals (SDGs) in all sectors, including energy, which is particularly relevant in addressing 
the economic, environmental and social challenges facing this sector.

Innovative entrepreneurs have the potential to create new jobs, restructure the economy and increase 
sustainability (Silvestre, 2015). Innovation is a catalyst for change through which institutions, organi-
zations and countries can increase the quantity and quality of more sustainable products and services 
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(Silvestre, 2015). Research shows that society is demanding more initiatives and investment from busi-
nesses, educational institutions and governments to make innovative solutions to current sustainability 
challenges (Almeida et al., 2013). Thus, entrepreneurship and innovation can be recognized as solutions 
for such global challenges as security of energy supply and scarcity, energy vulnerability and poverty, 
atmospheric pollution and climate change (York & Venkataraman, 2010). Therefore, a reconsideration 
of innovations important role in building a sustainable, carbon free economy is necessary.

Any business model clearly reflects the way a company makes a profit. At the same time, business 
must meet the expectations of stakeholders. However, achieving the SDGs requires the development of 
new business models that link economic goals to the SDGs. If an element of sustainability is included 
in the business model, the business can create higher value through customer trust, which is reflected 
in the important aspect of sustainability inclusion. The added value created in this way also creates a 
competitive advantage for companies in the market. Therefore, the crucial question of how to create a 
sustainable business model with the help of innovative entrepreneurs and successfully exploiting the 
opportunities of entrepreneurship is currently emerging.

The sustainable business model is like an example of a company’s business logic that reflects sustain-
ability. If a simple business model includes four key elements: product (service) value, customer, infra-
structure, and finance, then in a sustainable business model, sustainability aspects should be included in 
all four elements. It is recommended to add another element to these four elements, which may be referred 
to as the “non - market element”. The fifth aspect refers to “the configuration of resources and activities 
that links the value proposition of a business model to technical, legal, regulatory, and policy issues that 
are (currently) not subject to market mechanisms and market relationships” (Lüdeke - Freund, 2020).

Sustainable Energy Development and Responsible Entrepreneurship

Currently, the focus is on sustainable business models in energy, as energy is important for both eco-
nomic and social development of societies. A reliable, secure and clean energy sources are essential for 
achieving all the goals of sustainable development. This is evident in a global context, as one sees the 
very painful problems of the developing world, where energy is relatively expensive because access to 
it is still limited. As a result, many projects are being implemented at both the public and private levels, 
based on innovative business models that tend to focus on the wider use of renewable energy. (Kolk & 
van - de - Buuse, 2012).

However, renewable energy is not only suitable in niche markets such as rural areas in developing 
countries. Companies in developed countries are exploring new and innovative business models to de-
velop renewable energy and to ensure successful penetration of these technologies in the mass market. 
In this case, it is very important which business model the company chooses, because its competitive 
advantage depends on it. In general, the two most important factors that determine the choice of business 
model are strategic management of internal resources and management of external factors. To this end, 
it is necessary to identify the following internal factors that promote entrepreneurship: the opportunities 
and importance of technological progress and competitive price. However, there are external factors that 
are also very important to assess, namely social, political and institutional factors (Chalikas et al., 2014; 
Aravossis et al., 2019).

The innovation process can be seen as a process with three stages: research, demonstration and 
commercialization. In the research phase, feasibility studies are carried out, in the demonstration phase, 
prototype planning and implementation are carried out, and in the last commercialization phase, com-

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



6

Sustainable and Responsible Entrepreneurship for Sustainable Energy Development
 

mercial activities are carried out in order to achieve large - scale production, independence and business 
maturity. The renewable energy industry is a policy - based or policy - sensitive industry. Policies in 
this area act as a strong institutional factor and play a key role in the development of renewable energy.

The capacity to innovate in renewable energy technologies is the result of many factors that vary 
greatly depending on the national and sub - national context (Kyriakopoulos et al., 2010). Whatever the 
technology at stake, economic and educational and energy support and policy coordination are crucial 
for an effective renewable energy technology innovation policy (Kyriakopoulos et al., 2019). Economic 
support, public education and successful project coordination and implementation are general conditions 
for a successful innovation policy. In addition, specific policies often need to be tailored to the specificities 
of each country and the choice of technologies available. These sectoral innovation policy conditions are 
an important focus of the renewable energy technology innovation policy process (Kapsalis et al., 2019).

The process of innovation policy for renewable energy technologies describes a three - step process. 
Each step is designed to shape the approach to developing innovative energy policies (Miller et al., 2015):

• Evaluation phase. This phase focuses on a structured assessment of existing resources and capaci-
ties, identifying appropriate ways to innovate in renewable energy technologies and clarifying key 
policy objectives that are the long - term drivers of innovation policy.

• Strategy phase. This phase focuses on identifying specific circumstances for the successful de-
ployment of renewable energy technologies and the development of a comprehensive policy strat-
egy to support innovation in these areas.

• Implementation phase. This phase focuses on the selection and application of specific policies, 
together with the establishment of appropriate governance structures to support the implementa-
tion of renewable energy technologies.

These three stages are used as an analytical or deductive ‘funnel’ to move from general to specific 
aspects of renewable energy technology innovation policy. The innovation policy process for renewable 
energy technologies aims to cover the whole innovation policy - making cycle. In this way, efforts are 
made to assess the specific existing opportunities for innovation and the appropriate policies for innova-
tion. It is equally important to identify and explain roles and responsibilities in supporting the effective 
implementation of renewable energy technologies (Bell & Pavitt, 1993).

Renewable energy technology innovation policy is based on two assumptions:

1.  There are many opportunities for innovation in the value chains of various renewable energy 
technologies.

2.  These opportunities for innovation are strongly influenced by contextual factors.

Using the traditional model of innovation, technological inventions are called “linear” because the 
movement of such inventions from idea to market is linear, i.e., from high - tech research laboratories at 
an early commercial stage and eventually to markets. Renewable energy technologies are special in that 
they are not purely physical, as they are designed and developed in a specific policy context and a set 
of systems consisting of skills and knowledge on how to adopt, implement and use new technologies. 
Moreover, in the process of implementation of this type of innovation, another component emerges, 
which the further, the more and more weight is gained - the social acceptance of new renewable energy 
technologies (Miller et. al., 2015).
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However, the introduction of renewable energy technology innovation has some limitations. In par-
ticular, it is the economic constraints that limit investment in RES innovation. More specifically, RES 
innovators cannot always expect to benefit from the positive effects of their investments, thus reducing 
the incentive to invest. This is a crucial factor both in the innovation phase (e.g., it is difficult to prevent 
other market players from copying and benefiting from “leading” R&D projects) and in the dissemina-
tion phase (where reducing negative externalities does not necessarily mean profit). These two barriers 
to investing in innovation are well known as the problem of “double externality” (Rennings, 2000). In 
addition to these external aspects, RES innovations take place in deeply embedded infrastructure systems, 
which can severely limit the pace and scope of innovation implementation (Musiolik & Markard, 2011).

In Figure 1 the linkages between sustainable development, responsible entrepreneurship and innova-
tions in energy field are addressed.

As one can see from Figure 1, the main linkages between sustainable development and business - 
entrepreneurship and innovations in energy sector are transferred to use of new business models and 
penetration of new clean energy technologies based on renewable energy sources and providing for energy 
efficiency improvements. Responsible entrepreneurship allows to implement sustainable development 
targets in energy sector by innovations linked to sustainable energy development. However, state sup-
port and policies and measures are necessary to easier the main barriers of innovations and creation of 
favourable business environment for innovating companies. The leadership is also playing an important 
role in fostering responsible entrepreneurship.

Specific contextual factors are very important in the development of innovation policy. Existing 
resources, human and institutional capacity, energy needs, stakeholder networks, etc. - all brings im-
portant input to innovation policy success. Decision - makers who understand these various aspects can 

Figure 1. The Linkages between Sustainable Development, Business - Entrepreneurship and Innovations 
in Energy Sector
Source: Own
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make better decisions by rigorously assessing technical, institutional, human, and financial capital in 
the country. All these issues will be further addressed in other sections of this chapter in more details.

MAIN FOCUS OF THE CHAPTER

Sustainable Entrepreneurship

Traditional and sustainable entrepreneurship is currently widely discussed. While traditional entrepre-
neurship is still vital to the economies of many countries, it is increasingly acknowledged the need for 
responsible, sustainable entrepreneurship and business that are not only able to adapt to changing market 
conditions, but also envisage the sustainable development of society as a whole, ensuring long - term and 
high - quality of well - being in safe and clean environment. Such business is socially and economically 
responsible and addresses issues of society very seriously (Lüdeke - Freund, 2020). Successful sustainable 
business can be achieved through innovations that allow to improve operational efficiency of enterprises. 
The success of sustainable business can be described in terms of financial and non - financial benefits 
(profits from an improved innovation environment, solving environmental and social problems, etc.).

Sustainable entrepreneurship has a different approach to business risk compared to traditional 
entrepreneurship and faces challenges of private and social values when setting up a business entity. 
Representatives of sustainable business are more likely to face institutional barriers due to the lack of 
financial, administrative, and information support observed by scholars (Hoogendoorn et al., 2019). 
However, sustainable entrepreneurs are much more afraid of personal failures and this leads to complex 
relationships with stakeholders (Hoogendoorn et al., 2019). Nevertheless, environmental and social is-
sues are tackled sluggishly by traditional entrepreneurs, and the goals of sustainable entrepreneurs are 
much more complex and broader than those of traditional entrepreneurs, who are mainly focusing on 
profit and pay very little or no attention to social and environmental issues of business development. 
In addition, sustainable entrepreneurship faces the uncertainties inherent in such entrepreneurship - the 
causality and consequences of the problem, as decision - making can often be unpopular and provide 
for a little economic benefit (Fichter & Tiemann, 2020).

Scholars argue that sustainable entrepreneurs need to have a wide range of specific competencies 
in order to achieve their goals. Ploum et al. (2018) identify the competencies that are necessary for a 
sustainable entrepreneur:

• Strategic management and actions that include business diversification opportunities and 
interdisciplinary;

• Systemic thinking;
• Normative competencies;
• Insightful thinking;
• Interpersonal competencies.

Sustainable entrepreneurs also include traits that well facilitate business creation and management: 
knowledge management, motivation, a focus on sustainable consumption, and continuous improvement 
(Fichter & Tiemann, 2020). By introducing their products to the market, sustainable entrepreneurs not 
only meet and adapt to the needs of consumers, but also promote their attitudes towards the environment 
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and society. These entrepreneurs publicize the features and benefits of their products as sustainable busi-
ness practices and use this as additional tools for market differentiation.

Examining the concept of sustainable entrepreneurship, it is observed that sustainable entrepreneurship 
is an integral part of sustainable development (Popescu & Popescu, 2019). There is currently a wide - 
ranging debate on how sustainable development strategies can be developed, in which the promotion of 
entrepreneurship, in particular sustainable entrepreneurship, and the possibilities for achieving sustain-
able development goals through sustainable entrepreneurship promotion models can play an important 
role. At the same time, it is necessary to define exactly the main features of sustainable entrepreneur 
and establish main criteria the entrepreneur must meet in order to be named as sustainable entrepreneur. 
This sustainable entrepreneurship approach can be applied to the successful development of sustainable 
business strategy (Popescu, 2019, 2020).

Sustainable entrepreneurship is defined as a vision that can be successfully implemented by a busi-
ness leader with a set strategy (Tassigny, 2013). If we support such an approach, we must assume that 
an organization with such a leader becomes completely dependent on his actions, attitudes, and under-
standing of business and business models. In this case, when developing a business strategy, it is likely 
to be adapted to the experience of the leader, and his desire to adapt to the changing internal and external 
conditions of the organization he is leading.

Sustainable Leadership

Sustainable leadership brings together all types of leadership through three dimensions of sustainable 
development (economic, social, and environmental). The core values of sustainable leadership are clearly 
visible in the articulated vision and mission. Sustainable leadership includes the principles of sustainable 
leadership, which are declared and expressed in values that help preserve the world around us. Sustain-
able leadership is characterized by a focus on the team and followers, as it aims not only for short - term 
goals, but also for the continuity of leadership and the development of new leaders. Sustainable leader-
ship not only accepts and implements the goals of the organization, but is committed to the community 
and society as a whole. Sustainable leadership is an ongoing, stable process that uses reasonable means 
of influence over team members.

In the course of its activities, the organization is constantly facing changes in the business environ-
ment and fierce competition. Creating a sustainable organization requires management practices that 
allow you to successfully respond to changes in the business environment and maintain a competitive 
advantage. Therefore, a sustainable organization also develops an appropriate organizational culture, 
the principle of which is also considered to be sustainable leadership.

Researchers Hargreaves & Fink (2004) provided a definition of sustainable leadership and singled 
out the principles of sustainable leadership:

• Sustainable leadership matters. The first and key principle of sustainable leadership is to be a 
leader while learning and taking care of others.

• Sustainable leadership lasts. It preserves and continually enhances the most valuable aspects of 
life year after year, moving from one leader to another. The challenges of succession and continu-
ity of leadership are the basis for sustainable leadership.
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• Sustainable leadership spreads. It supports the leadership of others and depends on it. In a com-
plex world, no leader, institution or nation can control everything without the help of others. 
Sustainable leadership, first of all, is distributed and shared leadership.

• Sustainable leadership does no harm to and actively improves the surrounding environment. It 
does not ‘steal’ from others. It does not try to thrive at the expense of others. It does not dam-
age other organisations but actively seeks for ways how to share with them its knowledge and 
resources. Sustainable leadership is not egocentric; it is socially just.

• Sustainable leadership promotes cohesive diversity. Strong organisations promote diversity and 
avoid standards that weaken learning, adaptability and resilience not only to those changes and 
threats. Sustainable leadership promotes teaching and learning diversity and learns from it. It en-
courages to move forward by combining completely different components.

• Sustainable leadership develops and does not deplete material and human resources. It takes care 
of its leaders by encouraging them to take care of themselves. It renews people’s energy resources. 
Sustainable leadership is wise and smart leadership, which does not waste either its financial or 
human resources.

• Sustainable leadership honours and learns from the best of the past to create an even better future. 
In the chaos of changes, sustainable leadership firmly protects and retains its long term goals. 
Many theories of change refer to changes, despite or without remembering the past. Sustainable 
leadership ‘refreshes’ the memory of organisations and respects the wisdom behind it as a way of 
learning, preserving and improving.

These 7 universal principles of sustainable leadership can be distinguished, which apply to both public 
and private sector organizations (Hargreaves & Fink, 2004):

• Sustainable leadership creates and maintains long - term sustainable activities of the organization.
• Sustainable leadership promotes long - term progress.
• Sustainable leadership strengthens the leadership of others and develops new leaders.
• Sustainable leadership is socially just.
• Sustainable leadership encourages to develop human and material resources and not just waste 

them.
• Sustainable leadership encourages to create a diverse environment and develop skills of commu-

nity members.
• Sustainable leadership actively impacts the environment where the organisation is located.

Sustainable leadership must undoubtedly become a commitment to all leaders. If the changes in sus-
tainable development that are spreading and last for a long time are important for the society, sustainable 
leadership must become a guiding principle in the systems where leaders have to do their job.

Sustainable Energy Sector Development

Sustainable economic growth requires a responsible approach to energy resources. Sustainable energy 
will ensure national and global security, strengthen the use of renewable energy sources, thus reducing 
greenhouse gas emissions. Sustainable energy allows to improve the quality of life of society by ensuring 
the achievement of the general goals of sustainable development. There is no doubt that the deterioration 

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



11

Sustainable and Responsible Entrepreneurship for Sustainable Energy Development
 

of air quality and climate change are directly linked to the energy sector, which is responsible for most 
of the greenhouse gas emissions. The situation is changing by the fast penetration of renewable energy 
sources in the energy markets and moving towards a low - carbon economic development model.

Renewable energy in 2016 accounted for 17.5 percent total energy consumption (IEA, IRENA, UNSD, 
WB, WHO, 2019). 2019 The Energy Progress Report presented in 2006 indicates that the use of renew-
able energy sources for electricity generation is increasing, but that the heat and transport sectors are 
lagging far behind. Increasing the availability, reliability and sustainable production and consumption 
of energy is essential for the wider use of renewable energy (IEA, IRENA, UNSD, WB, WHO, 2019).

The energy sector has important input for the sustainable development of the world. Energy is nec-
essary for all other sectors of the economy and for the development of sustainable entrepreneurship as 
well. Therefore, sustainable entrepreneurship in energy sector is mainly linked with increased use of 
renewable energy sources and development of new advanced energy efficient low carbon technologies.

Therefore, it is very important that, the chief executives (leaders) of an energy companies must have 
a vision of sustainable business development that can be implemented through novel and flexible deci-
sions. However, the organization in energy sector may face difficulties in implementing the business 
leader’s strategy because this type of strategy is often accepted by the employees of an organization as 
autocratic, reflecting the attitudes and expectations of only one person - leader. To avoid this, a lot of 
time is necessary for the discussing of strategy in a team and aligning it with common documents and 
activities. The mission of the organization is also very important for this purpose, which must clearly 
reflect the directions that the organization should follow (Tassigny, 2013). All doubts are mitigated 
by the clear direction of business development set by the business leader. It is also very important to 
anticipate opportunities to change the business development course in order to adapt to new short and 
long challenges which are difficult to predict.

For sustainable entrepreneurship in energy sector, where companies are mostly medium and large, 
especially in the energy production sector, the idea of sustainable entrepreneurship and leadership is of 
core importance as allows to solve many emerging problems in this sector linked to pollution, corrup-
tion risks etc. This is especially true because by envisioning sustainable business strategies, the business 
leader has a great opportunity to innovate and maintain an organic and flexible organizational structure 
at the company.

New structures are being set up to clarify the links between sustainable business and sustainable energy 
and to achieve the common goals of sustainable development. These goals be achieved by sustainable 
entrepreneurs and leaders by combining different approaches through training, the acquisition of new 
knowledge, improvement and refinement. Such features are met by an innovative organization, where 
decision - making does not depend on the decision of one person, but takes into account the competencies 
of all team members, the latest knowledge, expert recommendations, and allows urgent and necessary 
decisions and actions at different levels. This type of organization requires open and flexible operations, 
rapid identification and resolution of problems, stable technological change, and a responsible approach 
to the surrounding environment.

The interaction of individual elements of an organization’s operations is essential for a business 
strategy to become holistic and take into account both the internal and external operating environment 
of the organization. Therefore, innovation must be constantly introduced and maintained at all levels of 
the organization’s activities, thus creating a holistic vision of business development through innovation 
process (Kobayashi, 2000).
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Often, the strategies of energy companies are implemented through strategic directions, which are 
envisaged taking into account the country’s level of economic development, political situation, attitudes 
of energy consumers and other aspects. However, most of sustainable leaders uses strategic directions: 
competitiveness, reliability, reducing the impact of climate change and ambient air pollution (energy 
saving and use of green energy), and the involvement of other business entities and developing clusters 
in achieving innovations and progress in sustainable energy development. Thus, the need for sustainable 
entrepreneur and leader for the sustainable development of the energy sector is necessary.

Renewable energy sources and energy efficiency are currently widely discussed as the main ways to 
achieve sustainable energy development and climate change mitigation. Consumer needs must be met 
in an environmentally friendly way, contributing to climate change mitigation by reducing greenhouse 
gas emissions, providing access to energy for all, improving energy security and encouraging consumers 
to use energy efficiently.

Changes in the share of renewable energy in world’s primary energy production since 1965 are shown 
in Figure 2.

Also, one can notice from Figure 1 above, the share of energy from renewable sources in primary 
energy supply is growing steadily, and Europe is an example of energy sector with the 2.5 times increase 
of the share of renewable energy sources (RES) from 1965 to 2019. Globally the share of RES has 
almost doubled (1.9 times) during the same period. The share of RES has also doubled in US during 
the mentioned period. The dynamics of renewable energy production in the world is provided in Fig. 3.

As can be seen from Figure 3, the world’s renewable energy production is growing, with hydropower 
accounting for the largest share, followed by wind and solar energy.

Improving energy efficiency is another important sustainable energy development direction providing 
for the reduction of energy import dependency, climate change mitigation, increase of competitiveness 
of country, as well as energy security. In most cases, energy efficiency is being assessed by estimating 
the GDP energy intensity of primary and final energy. The latter indicator shows how much energy 

Figure 2. Share of Renewable Energy in Primary Energy Production
Source: Our World in Data https://ourworldindata.org/renewable-energy#how - much - of - our - primary - energy - comes - 
from - renewables
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consumption was spent on creating a specific amount of goods and services in the country (ratio of en-
ergy consumption of the national economy to GDP). Generally, energy efficiency is understood as the 
reduction of energy consumption to perform the same task, in other words, the main goal is not to waste 
energy. The greatest energy saving potential is in the industrial, residential, building and transport sectors.

New renewable energy technologies can also provide for similar benefits, however new advanced 
energy technologies are expensive and often become an important burden on the economies of economi-
cally weaker countries, while increasing of energy efficiency is the cheapest way to reduce the use of 
fossil fuels and GHG emissions.

Corporate Social Responsibility

When it comes to responsible business, it is worth to emphasize the idea of Corporate Social Responsibil-
ity (CSR) and the main periods of CSR development. Corporate social responsibility itself is not a new 
phenomenon in the business world. A concept has been defined firstly defined in 1953. The first concept 
of CSR states that social responsibility is the duty of entrepreneurs to make decisions based not only on 
the profits of the company, but also on the goals and values of society (Bowen, 1953). The concept was 
later supplemented by other definitions, like statements that a firm must not only fulfil certain economic 
and financial obligations, but it must also have a binding responsibility to society (McGuire, 1963). The 
evolution of corporate social responsibility can be seen in three stages: the first is related to maximizing 
corporate profits, the second is related to trust when stakeholder involvement is initiated and the third 
is related to the integration of corporations into society. During the last period of CSR development, 
with the help of responsible corporations, attempts were made to address the major social problems of 
society. It is worth noting that in the seventies such problems like unemployment, environmental pol-
lution, quality of products, health of workers, etc. emerged (Choi & Gray, 2008). Even later, then the 
idea was conceptualized in 1975, it became clear it is not possible to consider about environmental and 
social problems in isolation, because they are very closely interrelated and should be solved together.

Social responsibility can be classified into five main dimensions (Dahlsrud, 2006):

Figure 3. Global Renewable Energy Production
Source: Our World in Data https://ourworldindata.org/renewable-energy#how - much - of - our - primary - energy - comes - 
from - renewables
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• Environmental dimension (focuses on the company’s environmental policy, ensuring a cleaner en-
vironment, sustainable use of resources, raw materials and solving other environmental problems),

• Social dimension (seeks cooperation and integration of business as an organizational unit with the 
business environment),

• Economic dimension (aimed at ensuring the long - term economic viability of operations, while 
contributing to global sustainable economic development),

• Stakeholder dimension (emphasizes that the company, in carrying out socially responsible activi-
ties, takes into account the interests of all stakeholders and the interests of all employees, suppli-
ers, customers and other partners),

• Volunteering dimension (a philanthropic activity where the company is volunteering for charity.

This division of social responsibility into 5 dimensions shows a very strong link of all of them with 
sustainable development, which is being understood through three main dimensions: economic, social 
and environmental in addition taking into account institutional dimension helping to implement all 
three dimensions. Consequently, the model of social responsibility can be called an extended model of 
sustainable development.

The three traditional sectors - public (government), private (business) and social (non - profit) - have 
blurred in the new millennium as social and environmental objectives increasingly blend together with 
development of new business approaches. This can be seen everywhere, from civil and municipal enter-
prises, financial institutions, public organisations, sustainable businesses or social enterprises. Whatever 
they are called, they all are dedicating more resources to delivering social and environmental benefits. 
In addition, public and social sector organisations are attempting to operate in a more business - like 
manner in targeting sustainable development goals.

Figure 4 shows how social businesses and enterprises fit within two criteria: where they receive their 
revenue from and how they distribute their profits.

In one direction we categorise organisations by their “bottom line “. It is necessary to define do these 
enterprises seek to maximise the financial benefits or do they seek to maximise the social benefit to the 
community as a whole. In the other direction, it is necessary to categorise them by their source of income 
by answering an important question: does their income come primarily from earned sources (sales) or 
does it originate from some contributed source such as charity, grants, taxes or subsidies.

Using these criteria, we can distinguish between traditional business for - profits, business for - profits 
with corporate social responsibility goals, and social businesses models. At the other end of the spectrum 
is the traditional non - profit business, following by a social enterprise that seeks direct earned income 
on behalf of the non - profit. Finally, there is the true social business pursuing social and environmental 
aims through the use of business methods.

Therefore, corporate social responsibility is a kind of business development system that integrates 
the observance of ethical norms in profit - making activities, using modern and up - to - date sustainable 
management systems. This presupposes that socially responsible business organizations not only base 
their activities on the pursuit of profit, but also use certain innovative management systems that control 
whether the business process meets the set environmental and social standards.

It is very important for socially responsible companies to create a strong organizational culture that 
reflects the values cherished by the responsible entrepreneurs themselves. Creating a harmonious orga-
nizational culture makes it much easier for a company to develop sustainable business practices, attract 
new employees, raise their attitudes towards society and environment, increase their qualifications and 
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develop mutual understanding and responsibility. However, for this, the personal values of most em-
ployees must coincide with the values of the company, and the overall goal of the company’s activities 
must be part of the personal goals of employees.

The importance and benefits of organizational culture can be defined in many different ways, but in 
all cases organizational culture creates coherence between the organization and employees, strength-
ens the stability of the social system, and distinguishes one organization from another by revealing 
the uniqueness of the latter. The organizational culture creates business continuity and the ability to 
respond quickly and effectively to the changing environment by implementing the principles of social 
responsibility through innovation.

Although there is a general interest in the links between organizational culture and organizational 
efficiency in the search for opportunities to increase operational efficiency, much attention has recently 
been paid to organizational culture as a basis for sustainable business development. Through organiza-
tional culture, it is possible to successfully combine the personal attitudes of each employee (sustainable 
consumption, and environmental protection) with the general attitudes and culture of the entire organiza-
tion. Strong and cohesive organizational culture allows for the creation of a community that is believed 
to be effective and works like a family (Choi & Gray, 2008).

Thus, a socially responsible business does not necessarily offer goods and services that are suitable 
for all consumers, these products do not necessarily have to be available to everyone. The strategy of 
a socially responsible business reflects the economic reality: strong competition in the market, and the 
advantage of competitors using economies of scale. Therefore, using higher costs for responsible busi-
ness products requires a differentiated business strategy. This strategy would highlight the essential 
advantages of responsible business, which are linked with sustainable development in general and the 
dimensions of social responsibility in a broader sense. Unlike traditional businesses, socially responsible 

Figure 4. Defining Social Businesses and Enterprises
Source: Adapted From Fourth Sector Network, 2009
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businesses can often envision a strategy that would reduce a company’s profits in the short term but will 
provide increase of profits in long - term.

It is important to understand that the idea of sustainable development of an organization can be realized 
in both the short and long term. To this end, organizations should develop their operational strategies, 
involving stakeholders, improving not only economic but also environmental performance. Thus, at the 
organizational level, sustainable development is communicated through the concept of organizational 
social responsibility, which links the activities of the organization with the main aspects of sustainable 
development (Tauraitė - Janušauskienė, 2019; Rahdari et al., 2016).

The terms sustainable organization and social responsibility are similar, but cannot be used inter-
changeably. In both cases, the aim is to maximize the total value created for society and both integrate 
elements of the three - dimensional bottom - up line, but the concept of sustainable development, unlike 
in the case of social responsibility, emphasizes both levels of shared value - society and stakeholders in 
the organization and its long - term impact on stakeholders and the environment (Tauraitė - Janušauskienė, 
2019). Therefore, all organizations that apply the sustainable development model to their activities are 
socially responsible, but social responsibility does not mean acceptance by organization of all sustainability 
practices. Consequently, if an organization focuses its social responsibility on a short - term perspective 
and applies only to some individual activities (usually they are not integrated into the organization’s 
business strategy), then social responsibility of such company will be one of the stages in achieving 
long - term sustainable development goals.

The change in values currently observed in societies is directly related to the long - term economic 
development of the states. In countries that have crossed a certain line of development, entering the so 
- called era of post - materialist values, there are higher consumer needs for self - expression, self - real-
ization, security and social justice. Social justice is becoming a societal priority and socially responsible 
business is serving to realize this societal need (Tauraitė - Janušauskienė, 2019; Rahdari et al., 2016).

Energy companies are considered to be the most important, because the activity of other economic 
sectors depends on their efficiency. The activities of companies in the energy sector have long relied on 
the use of fossil fuels, which has made it necessary to address environmental problems in this sector. 
Recently, the activities of energy service companies have been reorganized throughout the chain, from 
energy production to trade, including energy distribution. Given that the energy sector has long been 
considered the most polluting sector, there is a need to improve environmental efficiency, reduce energy 
supply costs and increase the reliability of energy systems. As a result, energy companies around the 
world are reviewing their business models to adapt them to changing environmental conditions.

As energy companies and the energy sector as a whole are forced to take responsibility for the envi-
ronment and society, the idea of corporate social responsibility has proved to be appropriate in the choice 
of energy companies’ strategies to meet consumer expectations and remain competitive. CSR practices 
have shown that the implementation of social responsibility principles helps to address key challenges 
related to the environment, competition, customer loyalty and others. Most energy companies focus on 
social responsibility when developing sustainable business ideas. The implementation of these practices 
takes place at the institutional level.

The energy production sector must take responsibility for preserving the surrounding environment 
and are therefore encouraged to phase out the use of fossil fuels in the gradual transition to renewable 
energy sources. Energy companies are also forced to pursue business strategies that focus on reducing 
greenhouse gas emissions and improving the quality of life in society and conserving biodiversity.
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The implementation of the principles of social responsibility in energy companies is based on three 
dimensions of sustainable development: economic, social and environmental. At first sight, the solution 
to economic issues does not seem to raise any debate. However, economic responsibility is misunder-
stood as a solution to financial issues and is often considered to be an expression of the implementation 
of social responsibility. The economic aspect of sustainability must take into account the direct and 
indirect economic impact that the organisation’s activities have on the community and the company’s 
stakeholders (Stjepcevic & Siksnelyte, 2017).

From the point of view of corporate social responsibility, companies in the energy sector must not 
only generate profits, but must also contribute to the sustainable economic development of the country. 
Such a contribution to the implementation of sustainable development goals can be made through in-
vestments in infrastructure through the creation of new infrastructure objects and the reconstruction and 
modernization of old ones. The economic dimension of social responsibility also includes the introduc-
tion and development of new energy technologies, the adoption of innovative solutions to improve the 
security and reliability of energy supply. It is essential that energy companies far from consumers are 
responsible for the entire energy supply chain. In contributing to the development of the local economy, 
these companies need to assess the needs of consumers in the short and long term. Based on this, plan 
new energy capacity without exceeding the planned energy demand. Energy efficiency and reliability 
are also very important. Increasing efficiency requires economic capacity that would allow the intro-
duction of new energy - saving technologies not only in large companies, but also to offer them to the 
population at the lowest cost. Security of energy supply allows consumers to be assured that they will 
be supplied with the right amount of energy at any time of the day. It also requires economic capacity. 
Thus, the economic dimension of sustainable development, and thus of social responsibility, is very 
important and must be appreciated.

The social aspects of sustainable development have been increasingly discussed during the implementa-
tion of corporate social responsibility. Most energy companies actively address social issues by assessing 
the impact of their activities (both direct and indirect) not only on the company’s own employees, but 
also on the wider society. In this way, organizations build their image and, by solving social problems 
correctly, build a long - term and stable positive reputation. Building such a reputation comes at a cost, 
but it is a very important factor in increasing competitiveness. The social aspects of corporate social 
responsibility also include public information, recommendations on energy efficiency, the development 
of new technologies, the reduction of emissions, and so on.

The importance of the social responsibility aspects of environmental energy companies is not in doubt, 
as this topic has been widely discussed for a long time. Energy production and transmission clearly have 
a significant impact on the environment, and addressing these issues today is a concern not only for 
environmentalists but also for energy strategists, politicians and the general public. As environmental 
problems are clearly visible around the world, the environmental burden created by the energy sector 
extends beyond the national state. There are many ways to determine the environmental impact of en-
ergy companies, so energy development strategies include environmental or energy capacity reduction 
measures in addition to infrastructure or energy capacity development.

Many environmental problems are solved by the use of renewable energy sources. Electricity gener-
ated from RES can be successfully supplied to large electricity networks, although in many cases the 
decentralization of this type of source is considered a disadvantage of RES use. The use of RES can help 
solve many problems in remote rural areas, where it is expensive and uneconomical to build electricity 
transmission networks. Economically difficult developing countries can use RES to supply electricity 
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to the population without connecting remote consumers to the centralized electricity supply network. 
However, innovative energy technologies face barriers.

SOLUTIONS AND RECOMMENDATIONS

Innovative Energy Technologies

Existing energy technologies are already well known and used in everyday life. Meanwhile, renewable 
electricity sources are natural resources, the emergence of which and the extent to which they are renewed 
are caused by natural processes.

There are following already developed and constantly improved, electricity generation technologies 
based on renewable energy sources:

• Bioenergy - biomass;
• Direct solar energy - solar panels;
• Geothermal energy - production of geothermal power.
• Hydropower - hydroelectric power plants.
• Wind energy - wind power plants.

These are existing and at the same time constantly technically updated and improved renewable 
electricity generation sources, thanks to the new technologies of which renewable electricity is obtained. 
This electricity from renewable energy sources is used to avoid dependence on fossil fuels, to mitigate 
the effects of climate change, and so on (IPCC, 2012).

In addition to conventional renewable electricity sources, new innovative renewable electricity tech-
nologies are being developed. The aim of these innovations is to create advanced and socially adaptable 
devices that will benefit people. These technologies are divided into 5 groups: solar, wind, water, bio 
and others.

The following are 5 examples from each group of new renewable electrical technologies are provided.
The new solar energy technologies:

• Saltwater solar thermal ponds. Solar ponds are thermal solar collectors that have their own sepa-
rate power storage system. They accumulate electricity from direct and diffuse sunlight (Qiblawey 
& Banat, 2007).

• Multi - node solar cells or tandem cells. These solar cells are composed of a combination of two 
different cells, which allows for much more efficient conversion of electricity without loss of elec-
tricity (Kim et al., 2007).

• Photo electrochemical solar cells. Transfers solar energy directly to electricity using an electrolyte 
- coated material. The electrical network is created when the conductor anode is in contact with 
the metal cathode and they are both in contact with the electrolyte.

• Paint - sensitive solar cells. It is a cheap and easy alternative to solar cells. It is transparent, flexible 
and long - lasting (Zhu et al., 2006).

• Thin film organic photovoltaic cells or polymeric solar cells. The organic and plastic composition 
of this technology can be easily manufactured and adapted to different forms (Yoo et al., 2004).
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Therefore, the innovative solar technologies are characterized by the development of new elements 
that use micro - technologies to extract electricity from direct or indirect sunlight and have the potential 
to store such energy within themselves that can then be transmitted and distributed to the electricity grid.

The innovative wind - based energy generation technologies are:

• Vertical axis wind turbines. They can be of the Darrieus or Savonius type and are characterized by 
a low wind speed (4 m / s) to operate.

• Concentrated wind accelerators or a diffuser augmented wind turbine or a ducted turbine. These 
are efficient wind farms that collect about 1.5 to 2 times more electricity than conventional wind 
mills farms.

• Knife tip power system. This technology allows to start collecting electricity at very weak winds, 
which reaches only 2 m / s, while the average wind speed required for the operation of traditional 
wind systems is 6 - 8 m / s.

• High altitude wind turbines and air wind turbines. A high - pitched wind farm is much more ef-
ficient because it is not dependent on fluctuations in wind speed close to the ground and can pro-
duce large amounts of electricity.

• Wind belt. This technology is driven by static gas motion, which is created by repeating a naturally 
moving object through which energy moves aerodynamically (Balaguru, 2013).

One can notice, that innovative wind technologies are characterized by the development of new 
wind turbines - an architecture that improves the existing structure of wind farms. Taking advantage of 
the new architectural type and new possibilities of wind turbines, the most optimal option for obtaining 
electricity from wind power is being sought.

There are following new hydro technologies:

• Micro and peak hydroelectric power plants. These are very small - sized, natural water - changing 
micro - tubes that spin a small turbine generator that produces electricity, and the water is then 
returned back to its source (Razak et al., 2009).

• Eddy power hydrokinetic hydroelectric power plant. When one object is placed in a fluid flow 
path the other will create or turbulence in that fluid. By applying certain fins in the flowing liquid, 
electricity can be extracted from such low speeds as 2 knots (Tytell, 2006).

• Ocean current hydrokinetic power plant. It provides possibility to extract electricity from strong 
underwater currents. It is an indirect source of solar energy because ocean currents are caused by 
the energy emitted by solar heat (Myers & Bahaj, 2007).

• Osmotic power or salinity gradient power plant. In places where clean water mixes with salt water, 
a voltage is created on the salt water side, which allows this water to run through a turbine and 
generate electricity (She et al., 2012).

• Ocean thermal energy change. The water that is at the bottom of the oceans is much cooler than at 
the surface. This principle makes it possible to create a heat engine with a low - pressure system 
that would allow the extraction of electricity by means of heat exchange.

So, innovative water technologies focus on new types of hydropower plants that are able to generate 
electricity from new, hydrokinetic, renewable electricity sources - offshore currents, wave battles, space 
power and thermal energy change.
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Innovative bio - electricity technologies are:

• Synthesis gas, biomass biofuel. Specially emitted gases can be used in new hybrid electric and gas 
cars that would be powered by these gases (Pino et al., 2003).

• Fuels derived from pyrolysis, biomass biofuels. During pyrolysis, by burning organic matter, en-
ergy can be extracted from the heat released, which would later be converted into electricity.

• Biomass microbial fuel cells. Oxidation of glucose can directly generate electricity using special 
microbial fuel cells (Chaudhuri & Lovley, 2003).

Therefore, the innovative bio - electricity technologies focus on the development of biomass biofuels 
from alternative, renewable electricity sources - diesel, gas fusion, etc. These bio - sources can be used 
to generate electricity instead of not being used at all.

Other innovative energy technologies are:

• Yield of kinetic energy. Possibility to use mechanical force stress and convert it into electricity. 
This technology can be used to install special devices in shoes or on the curbs where electricity 
can be extracted from the energy that is generated by the flow of people.

• Micro natural energy yield. It is the conversion of small amounts of natural energy into electricity. 
Natural energy can come from various forms - solar, wind, mechanical vibration, thermal energy, 
etc. This energy can be extracted and stored or used in small, wireless, autonomous devices, i.e., 
electronic devices, wireless networks or biomedical devices.

• Mechanical electricity tanks. Mechanical electrical reservoirs allow electricity to be stored from 
mechanical energy. The energy is transferred to a mechanical device, which starts operating from 
the acquired energy. In the event of a power demand, this device is mechanically braked and the 
previously used energy is recovered (Chen et al., 2018).

• Thermal electricity tanks. The most widely used thermal power tanks are designed to store solar 
energy. The main function of such tanks is to store as much electricity as possible during the day, 
which would then be used for as long as possible during the night and thus exploit the full poten-
tial of solar collectors (Kuravi et al., 2013).

• Updated electricity network to help store electricity. This technology makes it possible to exploit 
the potential of both the electricity supplier - user and consumer - to store electricity and use it at 
the right time, using renewable electricity sources (Wade et al., 2010).

Other innovative energy technologies described above summarize the potential for energy from natural 
sources where energy is unused. Much attention is paid to electricity savings in electricity storages. This 
can be done using both batteries and mechanical storage or thermal storage tanks.

Barriers of Innovations in Energy Sector and Policies 
and Measures to Overcome Them

The implementation of innovation can be limited by various barriers, both external and internal. Internal 
barriers to innovation include a lack of internal funding, a lack of technical expertise, a lack of manage-
ment time and lack of innovative culture. External barriers to innovation include difficulties in access-
ing technical information, external finance, lack of customer demand, risk perception, and government 
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regulation and policy (Hadjimanolis, 1999). These barriers hamper the implementation of innovation 
or slow down the pace of innovation.

Such barriers to innovation have a negative impact on the performance of organizations, reducing 
their competitiveness in the market, as the lack or absence of innovation prevents the improvement of 
products and services to adapt to market needs. From the government’s point of view, this is also undesir-
able because innovation is important to the economy to sustain and improve economic growth processes.

Barriers of innovations faced by companies can be divided into four categories:

• Administrative,
• Financial,
• Political, and
• Legal.

Administrative barriers are related to the time that can be devoted to the implementation of innova-
tion in the organization, as administrative procedures require a lot of time and this hinders the efficiency 
of innovation process. Financial barriers include a lack of internal resources and problems linked with 
external funding. Innovation usually requires both internal and external funding. Political obstacles cre-
ate uncertainty and question the feasibility of innovation after a certain period of time (e.g., elections, 
attitudes of individual parties in power, etc.). Legal barriers are related to existing weak innovation 
regulations. Excessively stringent innovation requirements can hamper innovation and lead to additional 
legislation requirements and in this way slows and hampers innovation process.

The government uses subsidies to achieve certain policy goals. This is done “by supporting produc-
ers through direct or indirect measures to reduce costs, increase income, employment, or stimulate the 
country’s economy” (Guiyang, 2007). The indirect effect of a subsidy is to reduce the cost and price of 
a good or service, which can increase the demand for that good. In other words, the government wants 
to encourage the use of a particular good, service, product, or achieve a particular policy goal. The aid 
scheme reduces costs for the company, which in turn reduces costs for producers, making production, 
investment or innovation cheaper. In the case of innovation, the support scheme reduces required in-
vestments or innovation costs by increasing in this way the number of innovations. Innovation support 
schemes are based on two market failures. Technological spills can occur through research and develop-
ment and / or innovation.

Companies do not include certain additional aspects in the cost - benefit analysis because it is dif-
ficult to predict what the market demand for a good or service will be. Due to the lack of cost - benefit 
analysis, the level of private investment will be not optimal from a public perspective. Support schemes 
are used to increase R&D activities to social optimality (Bronzini & Piselli, 2016). The second reason 
concerns the asymmetry of information. Innovation can be vague and risky, making private investors 
reluctant to invest. This is important reason for limited access to private market financing for innovations 
(Bronzine & Piselli, 2016). Subsidies and fiscal incentives are the most common support schemes. The 
purpose of support schemes is to encourage innovation. In this way public funding compensates for the 
lack of private funding (Bronzine & Piselli, 2016).

Small and medium - sized enterprises make up 99% of companies in the European Union. Kaufmann 
& Tödtling (2002) described the barriers faced by small and medium - sized enterprises as “specific size 
barriers”. Small and medium - sized enterprises are also hampered by the same obstacles to innovation: 
financial, administrative and legal. Research shows that access to external funding depends on the size 
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of the organization, the duration of the activity, and the form of ownership (Beck et al., 2006). In the 
case of small and medium - sized enterprises, own financial resources are severely limited, so it is very 
important to have sufficient external funding. Limited external funding reduces the innovativeness of 
these companies, as innovation requires a large share of external funding. Therefore, the situation of small 
and medium - sized enterprises in the field of innovation implementation compared to large business is 
quite complicated. In addition, small and medium - sized enterprises have small not only financial but 
also human resources, which also negatively affects the innovative environment of the organization.

Government policies affect the innovative capacity of companies. The nature of regulations and support 
schemes can have a positive or negative impact on innovation. Pelkmans & Renda (2014) recommend 
an innovation policy that “combines compliance, timing, flexibility, and legal certainty”.

The ideal innovation policy consists of:

• not too strict technological requirements,
• sufficient time to comply with regulatory requirements,
• where regulation is more performance - based than stringent technological requirements; and
• when regulatory requirements do not change so often (Pelkmans & Renda, 2014).

Frenken & Hekkert (2017) see fixed government policy as an important factor for innovation as well. 
Innovation is more effective if policies have clear expectations about the role of different technologies. 
Clear expectations contribute to the creation of new markets and consumer requirements that deliver 
products to businesses. Expectations must be reflected in the available innovation funds. Policies need to 
identify which technologies will be important in the future and align innovation funds with them. There 
is general agreement that public funding is needed for innovation in the energy sector. Clausen (2009) 
argues that the return on private investment does not outweigh the benefits to society, making public 
funding desirable. Therefore, due to low private returns, investors are reluctant to invest in innovation.

The market penetration of new energy production technologies, such as those using renewable en-
ergy sources is driven by a number of factors, including policies and measures promoting renewable 
and energy efficiency improvements. These policies and measures were developed to address the main 
barriers of renewables.

Though due to economies of scale new renewable energy technologies can compete with fossil fuel 
- based technologies in energy markets, the social, economic, technological, regulatory and behavioural 
barriers to the further development of these new technologies still exist. (Zyadin et al., 2014; Nasirov, 
2015).

There are social barriers of RES development like public resistance for RES projects. This is linked 
with the lack of information and public awareness of RES (Raza et al., 2015; Paravantis et al., 2014; Zhao 
et al., 2016). Other social barriers of RES project are linked to the land and natural resource competition 
with other sectors of economy like fishery, tourism and recreation (Boie et al., 2014; Edomah et al., 2017).

There is also “Not in My Yard” or “NIMBY” syndrome which cause many conflicts with local com-
munities due to implementation of big RES projects on local level like wind farms, big solar panels 
areas (Nasirov et al. 2015).

There is lack of capacities due to the weakness of education systems in developing experts in renew-
able energy field. The lack of skilled labour for the development of RES projects is also important barrier 
for RES projects (Karakaya & Sriwannawit, 2015).
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The main policies and measures to deal with identified social barriers of RES are various informa-
tion dissemination campaigns, large demonstration projects, establishment of various curricula in higher 
and professional education institutions (Sovacool, 2009; Paravantis et al., 2014; Kilinc - Ata, 2016; 
Seetharaman et al., 2019).

There are serious economic and financial barriers to the development of RES projects such as high 
start - up capital needs to implement such projects, the lack of financial institutions and investors (Byrnes 
et al. 2013; Raza et al., 2015; Sun & Nie, 2015). RES projects usually have a long payback period (Lyu 
& Shi, 2018; Painuly, 2001) and RES project developers are usually facing many problems linked with 
financing of these projects (Ohunakin et al., 2014) therefore RES projects are treated as risky projects.

External costs of environmental damage are not fully integrated in the price of energy and due to 
shrinking prices of fossil fuels and low environmental taxes not reflecting full external costs of fossil 
fuel cycles, these traditional fuels are successfully competing with clean renewable energy sources 
(Jovovic et al., 2017).

The main economic and financial policies necessary to deal with economic barriers to the develop-
ment of RES technologies: preferential loans, subsidies and grants for RES projects, green certificates 
and greenhouse gas emissions trading; GHG taxes or tax incentives for RES; fixed feed - in electricity 
prices or feed - in price auctions, development of new financial institutions to subsidize RES projects, 
(Harrison, 2015; Sun & Nie, 2015; Zeng et al., 2018).

The main technological barriers to the market penetration of RES technologies are the following: 
inadequate infrastructure, lack of storages, scares financing of research and development. Infrastructure 
barriers (Gullberg et al., 2014; Zhao et al., 2016; Boie et al., 2014; Raza et al., 2015) are very important 
for RES projects. Infrastructure necessary for RES projects is very costly as includes financing of ad-
ditional transmission lines to connect RES to the grid and storage technologies are necessary to deal 
with intermittency of RES.

Inadequate financing of research and development prevents RES technologies from competing ef-
fectively with conventional energy technologies (Cho et al., 2013). The low culture of operation and 
maintenance of RES technologies also prevents penetration of these technologies in energy markets.

The main policies and measures to overcome technological barriers of RES technologies are: public 
support for RES infrastructure, reduction of import taxes, VAT and other tax breaks to ensure reduction of 
high infrastructure costs of RES technologies (Boie et al., 2014; Edomah et al., 2017; Lyu & Shi, 2010).

There are following regulatory barriers of RES projects development: the lack of political support 
and pour regulatory framework supporting RES, bureaucratic burdens and over - regulation; insufficient 
incentives, institutional corruption and lobbying for fossil fuels or nuclear energy (Malik et al., 2019).

The main regulatory policies and measures to overcome regulatory barriers: development of predict-
able energy policy and high political confidence in RES projects (Zhang et al., 2014).

Policies and measures should be developed to remove regulatory barriers: establishment of the share 
of renewables in final energy, in electricity and heat, in transport and other obligations and mandates; 
public procurement of RES electricity and heat; renewable energy quotas and other obligations (Boie et 
al., 2014; Cadoret & Padovano, 2016; Kilinc - Ata, 2016; Malik et al., 2019).

In Table 1 barriers and policies to overcome these barriers are evaluated based on the ability to deal 
with main barriers of innovations in sustainable energy development.

As on can see from Table 1, for successful implementation of policies and measures to promote 
sustainable energy and innovations in energy sector, the several important issues should be taken into 
account then implementing these policies and measures. Most of the instruments in order to be successful 
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Table 1. Assessment of Policies and Measures Targeting Innovations in Energy Sector and Sustainable 
Energy Development

Policy instruments
Assessment of 

success in dealing 
with barriers

Factors of success in overcoming barriers

Regulatory and control instruments

Appliance standards High
Only effective if periodical updated, if independent control is being 
ensured, Provision of information, communication, education is crucial for 
success

Building codes High
Only effective if enforced and periodically updated, monitoring and 
control is also important. Provision of information, communication, and 
education is crucial for success.

Energy efficiency or renewable 
energy obligations and quotas Medium Only effective if continuous improvements are ensured such as new energy 

efficiency measures and technologies

Mandatory audit requirement Medium Mostly they are effective if combined with other measures

Mandatory and voluntary labelling 
and certification programs Medium Mandatory programs are more effective than voluntary ones. Mostly they 

are effective if combined with other measures

Demand - side management 
programs High These instruments are more cost - effective for the commercial buildings 

and do not fit very well for residential buildings

Economic and market - based instruments

Energy savings performance 
contracting (ESCO) Medium Provision of information, communication, education is crucial for success

Cooperative procurement Medium Only effective in combination with standards and labelling etc.

White certificates and green 
certificates Medium Requires high monitoring and enforcement costs and institutional support, 

not clear interaction with other measures

Fiscal instruments and incentives

Taxation Low Effectiveness is linked to price elasticity. Most effective when combined 
with other tools

Tax exemptions / reductions Medium Effective just if they are properly structured to stimulate large scale energy 
renovation

Public benefit charges Medium Successful if independent administration of funds is ensured, regular 
monitoring &feedback and simple &clear design are necessary

Capital subsidies, grants, soft 
loans Low They can provide access to capital of low - income population

Support, information and voluntary action

Voluntary and negotiated 
agreements Medium Only effective when regulations are difficult to enforce. Combined with 

financial incentives can provide for better results

Public leadership programs Medium
Mandatory leadership programs have higher potential than voluntary 
programmes. Combined with financial incentives can provide for better 
results

Education and information 
programs Low Most effective then they are implemented with other measures

Detailed billing and disclosure 
programs Medium Successful in combination with other measures. It is necessary to ensure 

periodic evaluation for success

Sources: Stokes, 2013; Sun & Nie, 2015; Zhang et al., 2014; Gullberg et al., 2014; Zhao et al., 2016; Boie et al., 2014; Raza et al., 2015
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in promoting innovations in energy sector should be implemented in combination with other instruments. 
Especially it is important for measures aiming to support, information and voluntary actions. Regulatory 
and informative policies would also provide for more effective results if are well structured and enforced 
in combination with other measures like economic and market based.

However, there are also other barriers like information asymmetries and lack of information, frag-
mented initiatives, lack of transparency and other behavioural barriers (Browne et al., 2015; Huang et al., 
2013). The most important are behavioural barriers having negative impact on penetration of innovative 
sustainable energy technologies.

FUTURE RESEARCH DIRECTIONS

Most modern climate change mitigation strategies and measures have been developed on the basis of a 
rational decision - making model; however, household’s decision - making systematically deviates from 
rational choice economic theory. Therefore, the important recommendation is to shape policies seeking 
to remove behavioural barriers.

There are “nudges” and “boosts” can be applied in energy policies. Nudging mechanism is designed 
in a way to provide humans with the choices that direct them to make decisions through the automatic or 
intuitive process. This mechanism does not obscure the freedom of choice instead facilitates people for 
making wise decisions conveniently and predictably. Nudging can deploy one or a range of intervention 
techniques based on the context and requirements.

The “boost” measures can deal with such behavioural barriers like scarcity of information, barriers 
to cognition, social comparison and behavioural limitation, and include important policies and measures 
such as education, information dissemination, capacity building, and community empowerment.

All policies and measures aiming to support penetration of RES technologies need to be harmo-
nized and the best way is to develop policy packages aiming to address all complex barriers together 
like supplementing fiscal instruments with information dissemination and behavioural measures like 
nudges and boosts.

Additional research is necessary to addresses policies and measures design by incorporating relevant 
non - economic issues in the decision making especially those linked to behavioural change which are 
not being adequately addressed by current policies and measures targeting new innovative energy gen-
eration technologies.

Therefore, considerable analysis is necessary to reconcile many issues about behavioural failures and 
their influence on deployment of RES technologies. It is very important to define how behavioural and 
other market failures and barriers are related and how these all - overlapping failures may be corrected 
through well shaped and innovative policies and measures.

CONCLUSION

• Entrepreneurship is particularly effective practice for ensuring sustainable economic growth. 
Despite the promises of entrepreneurship to promote sustainable development goals and address 
the challenges of climate change, there are still significant gaps in research and knowledge of how 
and whether this transition is actually taking place.
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• The Entrepreneurship is necessary to ensure innovation process which can be seen as a process 
with three stages: research, demonstration and commercialization. In the research phase, feasibil-
ity studies are carried out, in the demonstration phase, prototype planning and implementation are 
carried out, and in the last commercialization phase, commercial activities are carried out in order 
to achieve large - scale production, independence and business maturity.

• All these stages are specific for specific goods and sector. Innovations in energy sector are mainly 
linked to renewable energy generation technologies. As renewable energy industry is a policy - 
based or policy - sensitive industry. Policies in this area act as a strong institutional factor and play 
a key role in the development of renewable energy technologies and their uptake in the market.

• Use of renewable energy based new energy technologies and their rapid uptake by the market can 
provide for many social benefits like reduction of negative environmental and public health effects 
linked to fossil fuel generation, greenhouse gas emission reduction, increase in security of energy 
supply and reduction of energy import dependency as well as creation of new jobs and positive 
impact of economic growth and business development including growth of income and reduc-
tion of energy poverty and vulnerability. However, socially optimal level of these technologies’ 
deployment can’t be reached due to various market failures and barriers which need to be properly 
appraised and addressed.

• Though there are many innovative RES based energy technologies successfully competing with 
conventional energy sources on the market in many parts of the world, there are still many barriers 
to the further development and market uptake of these new technologies. Thus, the rapid market 
penetration of new energy generation technologies is hampered by a number of social, economic, 
technological and regulatory and behavioural barriers. Researchers have identified these barriers 
as the main reasons preventing the widespread use of new innovative energy generation technolo-
gies based on renewable energy sources.

• For overcoming social, economic, technological and regulatory barriers to the development of 
new energy generation technologies the well - targeted policies that effectively address these bar-
riers are necessary. However, the success and impact of this policy in overcoming barriers to new 
energy production technologies need to be assessed on the basis of concrete examples also taking 
into account behavioural and psychological barriers which are site specific and culturally based.

• Most of the policy instruments in order to be successful should be implemented in combination 
of other instruments. Especially it is important for support, information and voluntary actions. 
Regulatory and informative policies would also provide for more effective results if are well struc-
tured and enforced in combination with other measures. The policy packages being introduced 
together became more popular in recent years however they do not provide evidence so far on their 
effectiveness in dealing with climate change mitigation paradox at households.

• The main reason of weak performance of implemented policies and measures to overcome the 
identified barriers of penetration of new innovative energy generation technologies in the market 
is the overlooked behavioural and psychological barriers in shaping these policy instruments.
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ABSTRACT

Entrepreneurship represents the very basis of powerful societies and the essence of robust economies, 
bringing unique contributions to both sustainable development and economic growth processes. In 
addition, corporate social responsibility constitutes the key ingredient for all businesses, encouraging 
competitiveness, ensuring performance, and enabling excellence, while promising a safe and sustainable 
environment. On one hand, this chapter reviews the theory on sustainable and responsible entrepreneur-
ship as the core of environmental and societal success, and on the other hand, it focuses on the manner 
in which intangible business assets and intellectual capital yield creativity, innovation, motivation, pro-
ductivity, and value in challenging times (COVID-19 pandemic). This multidisciplinary study, based on 
quantitative and qualitative indicators, reports that intellectual capital factor plays a dominant role in 
constructing new products, rules, and services for the marketplace and highlights the main economic, 
social, and environmental effects of current business practices.
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INTRODUCTION

Nowadays, sustainable and responsible entrepreneurship has managed to become a major challenge and 
a paramount concern for both developed and developing countries, while seeking for the key drivers of 
performance has managed to occupy a top priority and a leading target for all emerging and emergent 
markets.

Under these given circumstances, entrepreneurship represents the very basis of all dominant and 
powerful societies and the very essence of robust and resilient economies, bringing unique contributions 
to both sustainable development and economic growth processes.

In addition, corporate social responsibility constitutes the key ingredient for all businesses worldwide, 
brining competitive advantages and encouraging competitiveness, ensuring performance and enabling 
excellence, while promising a safe and sustainable environment.

On one hand, this chapter reviews the theory on sustainable and responsible entrepreneurship seen as 
the core of environmental and societal success, and on the other hand, this work focuses on the manner 
in which intangible business assets and intellectual capital yield creativity, initiate innovation, arouse 
motivation, generate productivity, and increase value, in challenging times (with a particular emphasis 
on these current times, namely COVID - 19 pandemic).

Nevertheless, this multidisciplinary study, which contains research based on quantitative and qualita-
tive indicators, reports that intellectual capital factor plays a dominant role in constructing new products, 
rules and services for the marketplace, and highlights the main economic, social, and environmental 
effects of current business practices not only at a national, but also at an international level.

The central question (the main Research Question - RQ) in this book chapter asks how sustainable 
and responsible entrepreneurship will be able to influence in a positive and constructive manner the 
21st - century organizational landscape, while emphasizing human and intellectual capital importance 
and roles as drivers for performance management at a global level.

In particular, this scientific research paper, will also examine six secondary research questions derived 
from the main aforementioned question:

• (RQ1) what does sustainable and responsible entrepreneurship stand for?
• (RQ2) what influences does sustainable and responsible entrepreneurship have on today’s organi-

zational landscape?
• (RQ3) which are the opportunities, challenges and uncertainties brought by sustainable and re-

sponsible entrepreneurship during the current COVID - 19 pandemic?
• (RQ4) what influence do tangible and intangible assets have and in which way are these assets able 

to influence the role, importance and implications for sustainable and responsible entrepreneurship?
• (RQ5) does entrepreneurship represent a key solution in increasing sustainable development 

worldwide and which are the ways of increasing performance through intellectual capital in chal-
lenging times?

• (RQ6) which are the main solutions and recommendations due to be considered while address-
ing the need for sustainable and responsible entrepreneurship, when focusing on the influence of 
intellectual capital?

This paper has been divided into five parts. The first part deals with the general background, focus-
ing on key concepts, such as, sustainability, responsibility, environmental performance and environ-
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mental management system, social integration and constant engagement with today’s society, corporate 
responsibility and secure awareness and working environment, entrepreneurs and entrepreneurship, 
value - based cultures, economies and societies, performance, tangible and intangible assets, human 
resources and human resources management, intellectual capital and intellectual property, challenging 
times (current COVID - 19 pandemic). The second part targets the presentation of the opportunities, chal-
lenges and uncertainties specific to the sustainable and responsible entrepreneurship, during the current 
COVID - 19 pandemic. In continuation, the third part is meant to bring into attention the implications 
of sustainable and responsible entrepreneurship on the priorities and core of business strategy, human 
resource management, with a particular emphasis on tangible and intangible assets, while addressing 
the role, importance and implications for sustainable and responsible entrepreneurship, supportive and 
healthy working conditions, employment of competent and engaged workforce, and effective and gen-
der - balanced management. The last part of this work, namely the fourth section, is represented by a 
case study concerned with developing a model for inclusive and sustainable entrepreneurship, and the 
ways of increasing performance through intellectual capital in challenging times, with reference to the 
implications and importance of a sustainable organizational financial management, keen on issues such 
as, internal control and risk management.

Besides all the elements presented above, this chapter offers several solutions and recommendations, 
as well as consistent conclusion in terms of creating and promoting sustainable and responsible entre-
preneurship for value - based cultures, economies and societies, with the defining purpose of increasing 
performance through intellectual capital in challenging times, since it tackles aspects concerning the 
need for reasonable assurance that Earth’s resources are properly managed, the organizations’ financial 
management respect the inclusive sustainable growth and development principles, and that the control, 
the organizations’ development and growth procedures offer all the necessary guarantees concerning 
the legality and regularity of undertaken transactions in order to ensure that no fraud and irregularities 
might arise, the implementation of the human resources modernization focuses on fully exploiting the 
potential of intellectual capital, while managing usefully intellectual property.

It should also be brought to the attention the fact that this book chapter also possesses a section 
addressing solutions and recommendations for the subjects chosen for the analyses, conclusions and 
limitations of the study and the references part which highlights a few representative studies already 
published on the generous and vast domains of business administration, economics and management.

BACKGROUND

The first section of this paper entitled suggestively “Background” will examine the literature review on the 
key concepts specific to the chosen theme, namely: business model, entrepreneurship, intangible assets, 
intellectual capital, COVID - 19 pandemic, corporate social responsibility, sustainability, responsibility, 
transparency, accountability, integrity, and value - based cultures, economies and societies.

Also, the first section of this paper entitled suggestively “Background” will seek to present the following 
determining elements, namely: firstly, addressing the meaning of the notions sustainable and responsible 
entrepreneurship for value - based cultures, economies and societies in the attempt of understanding the 
concepts and emphasizing the differences; secondly, presenting the role of intellectual capital in chal-
lenging times in enhancing organizations’ performance in the 21st - century organizational landscape 
and stressing the differences between tangible and intangible assets; and thirdly, aiming at painting the 
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importance of intellectual capital for organizational success and addressing key questions in order to find 
optimum answers to the current evolving business paradigms as well as today’s COVID - 19 pandemic.

Because of the continuous challenges that humanity are facing these days, social conduct has be-
come crucial when addressing sensible and valuable concepts such as social responsibility, corporate 
social responsibility, communities well - being and happiness, especially in those delicate situations in 
which the appropriate level of government intervention and government regulations in the marketplace 
cannot really be determined in a manner capable to not cause a general unbalance, and consumers and 
producers distress (Dai, 2019; Pokrovskaia et al., 2019; Rao et al., 2014; Sakaki, 2019; Tan et al., 2008; 
Velenturf et al., 2019).

At the same time, due to the steady increase in the preoccupations concerning social conduct, produc-
ers’ and consumers’ ethical behaviour and equality, reputed organisms worldwide are demanding, on 
a regular basis, greater transparency on both environmental and social matters (Gallagher et al., 2019; 
Gómez - Bezares et al., 2019; Kucharcikova et al., 2019; Paprocka, 2019; Popescu & Popescu, 2018a; 
Popescu, 2019c; Popescu, 2019f; Stankevičiūtė & Savanevičienė, 2018) (see Table 1).

Given the fact that sustainable and responsible entrepreneurship is becoming more and more important 
for these days society - since it is able to reflect how committed are, in fact, businesses to ethical, sustain-
able, responsible and transparent practices, determining which are today’s key drivers of performance, 
as well as understanding these drivers and emphasizing the differences between them, are considered 
crucial elements in the creation process of successful future business models (European Commission, 
2018c; Hamadamin & Atan, 2019; Popescu & Popescu, 2019b).

Several studies investigating the role of sustainable and responsible entrepreneurship, have managed 
to position ethical behaviour among the key concepts for performance, since it seriously contributes to 
economic development, thus enhancing job creation, investment in projects capable to support sustain-
able development and environmental well - being, quality of life and workforce, local and global com-
munities growth (García - Alcaraz et al., 2018; Joshi & Islam, 2018; Sinclair & Phillips, 2018; Sokas 
et al., 2019) (see Figure 1).

The impact of intellectual capital on organizational performance needs constant investigation, espe-
cially since managers ought to be aware of the implications of accounting in business administration, 
economy and management, in order to take the right decisions with regard to the future of the organiza-
tions (Popescu, 2019a).

Under these circumstances, financial reports are considered an important index for decision - making 
for managers and investors (European Commission, 2019).

It should be noted, however, that intellectual capital has a special role in the knowledge era, in general, 
and in the knowledge economy, in particular, given the fact that intellectual capital may be found in a 
large part in the value of the products, although the traditional annual financial statements report only 
in part the value of intangible assets - with direct reference, for example, to concessions, intellectual 
property, licenses, patents, trademarks, and so on (Darooneh, 2005; Dobrin et al., 2012; Liu et al., 2019; 
Popescu, 2019b; Venkatasubramanian, 2009).

Throughout this paper, the term intellectual capital will reflect an important activity performed by 
an organization, which will aim to be efficient and effective on marketplace, thus focusing on a constant 
basis to obtain sustainable competitive advantages and ensure inclusive well - adapted and well - per-
forming models for growth and development (Ruan et al., 2019; Zagonari, 2016; Nguyen et al., 2019) 
(see Table 2):
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The importance of intellectual capital for organizational success implicates finding an answer to the 
following decisive questions, namely:

• “How can intellectual capital help the organizations meet their aims, goals and objectives?”

Table 1. Sustainable and Responsible Entrepreneurship (SRE) and Key Drivers of Performance: Under-
standing the Concepts and Emphasizing the Differences

Sustainable and Responsible Entrepreneurship 
(SRE) Key Drivers of Performance

Definitions:

• SRE tackles elements specific to sustainable and 
inclusive entrepreneurship, starting from the idea that 
human lives and environmental protection are the 
central concern when it comes to obtaining Sustainable 
Development Goals (Lombardi et al., 2019; Rodríguez - 
Sánchez et al., 2019; Tociu et al., 2017).

• Entrepreneurship represents, according to specialists, 
one of the main key drivers of performance in today’s 
society, especially in the context in which the economic 
agents focus on inclusive and sustainable development, 
as the Sustainable Development Goals require (European 
Commission, 2017; Ijadi Maghsoodi et al., 2019; Ulrich 
et al., 2019).

• SRE addresses individuals’ wellbeing when it comes 
to obtaining Sustainable Development Goals, focusing 
on sustainable growth, development and progress for all 
nations and all people, as well as for all the segments 
existing in the society (Pirmana et al., 2019; Popescu, 
2020).

• Microenterprises and small and medium - sized 
enterprises represent, according to specialists, another 
of the main key drivers of performance in today’s 
society, especially in the context in which they position 
themselves as main drivers for employment and 
facilitators of income, by respecting, in the same time, 
the concept and the practices specific to responsible and 
dedicated to human beings and environment businesses 
(Holban et al., 2017; Witek - Crabb, 2019).

• SRE drives economic growth, by positioning 
entrepreneurship as the main performance and 
production key driver in a society, and facilitates the 
creation of jobs, by promoting social cohesion, reducing 
inequalities among people and expending opportunities 
for all human beings (Popescu & Popescu, 2015).

• Human Resources Management (HRM) represents, 
according to specialists, one of the main key drivers of 
performance in today’s society, especially in the context 
in which the focus of responsible and sustainable business 
practices and inclusive business models is represented by 
the wellbeing and safety of individuals worldwide (Aykan 
et al., 2019; European Commission, 2018a).

• SRE encourages innovation and promotes the 
implementation of new inventions, knowledge, and 
information, thus successfully improving quality of 
life for all people (Midttun et al., 2019; Popescu, 1997; 
Popescu & Popescu, 2000).

• Intellectual Capital (IC) represents, according to 
specialists, one of the main key drivers of performance 
in today’s society, especially in the context in which, due 
to limited access to resources, products and facilities, 
organizations are dedicating their time and efforts to 
innovation, inclusive business models, commercially 
sustainable and viable models (European Commission, 
2018b).

Examples:

• SRE (with the aid of Sustainable Development Goals) 
helps the reiteration of “the pledge that no one will be 
left behind, reaffirming the recognition that the dignity 
of the human person is fundamental and the wish to see 
the Sustainable Development Goals and targets met for 
all nations and peoples and for all segments of society” 
(United Nations, 2019).

• Inclusive businesses, mainly focused on the 
implementation of the benefits derived from the use of 
intangible assets, such as HRM and IC, have the power of 
providing goods, livelihoods, products, and services to all 
individuals, offering equal access to all, including to the 
categories of people belonging to disadvantages groups 
(Popescu & Dumitrescu, 2016a).

• SRE (with the aid of Sustainable Development Goals) 
helps the expansion of opportunities for all individuals, 
mainly addressing the specific issues of women 
(Popescu et al., 2015), people with disabilities, and most 
vulnerable categories in the society (United Nations, 
2019; Zhang et al., 2019).

• Responsible business practices and inclusive businesses 
are encouraged to constantly take proactive measures 
in achieving the Sustainable Development Goals in the 
benefit of individuals worldwide (Popescu & Dumitrescu, 
2016b).

Source: Own
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• “Which are the main reasons for organizations to have coherent and powerful intangible assets 
strategies, and mainly focus on the benefits of the implementation of intellectual capital strategies?”

• “Which are the organizations’ main (business) drivers that are imperative for organizational suc-
cess, especially when bringing light the particularities of today’s challenges derived from COVID 
- 19 pandemic?”, and

• “Does intellectual capital become these days a valuable tool for management to ensure develop-
ment, efficiency, efficacy, growth, performance, and success?” (See Figure 2).

Figure 1. Presenting The Role Of Sustainable And Responsible Entrepreneurship In Enhancing Organiza-
tions’ Performance In The 21st - Century Organizational Landscape And Stressing The Key Arguments 
That Position Entrepreneurship As The Core Of Environmental And Societal Success
Source: Own

Table 2. Intellectual Capital (IC) Factor’s Great Influences On To The Modern Knowledge - Based 
Organizations And On The Development Of All The Economic Activity That Take Place In Today’s 
Market Economy

Intellectual Capital (IC) factor’s great influences on to the modern knowledge - based organizations and on the 
development of all the economic activity that take place in today’s market economy

Influences 
and general 
context:

• Today’s market economy is based on the benefits brought by different forms of intangible assets, such as, mainly IC 
and derived components, among which should be mentioned intellectual property (IP) (Van - Dierendonck et al., 2016).

• Inclusive and sustainable business models are commercially viable models that bring benefits to low - income 
individuals, businesses and communities, and that may be successfully included in the organizations’ value chain in 
order to create innovative projects, especially when focusing on the benefits and use of intangible assets (Popescu, 
2019e).

• IC enables businesses to create and use a wide range of innovative and sustainable projects, mainly focused on 
sustainable earnings, costs, and productivity (Zappalà et al., 2019).

• IC provides a great empowerment to inclusive and sustainable business models, by bringing benefits to producers and 
consumers, as well as bottom - line and top growth (Popescu & Banța, 2019).

• IC helps organizations to create well - structured and well - developed frameworks capable to monitor the success of 
planned outcomes, while focusing on improving people’s health and well - being and reducing environmental impacts, 
thus preserving the future of next generations to come (Yi et al., 2019).

Source: Own
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SUSTAINABLE AND RESPONSIBLE ENTREPRENEURSHIP: 
OPPORTUNITIES, CHALLENGES, AND UNCERTAINTIES 
DURING THE CURRENT COVID - 19 PANDEMIC

The second section of this paper entitled suggestively “Sustainable and responsible entrepreneurship: 
opportunities, challenges and uncertainties during the current COVID - 19 pandemic” will successfully 
examine the implications and the involvement of today’s sustainable and responsible entrepreneurship, 
addressing the opportunities, presenting the challenges and discovering the uncertainties that managed 
to arouse during the current COVID - 19 pandemic (see Figure 3).

The United Nations Conference on Trade and Development (UNCTAD) (2020) has showed a deep 
interest in intellectual capital, when aiming to bring a substantial contribution to the implementation of 
the Sustainable Development Goals (SDGs) by:

• “building capacity in developing countries on the use of appropriate investment and intellectual 
property (IP) frameworks to promote partnerships and the transfer of emerging technologies”, 
such as, for example, pharmaceuticals, biotechnology, clean energy, information and communica-
tion technologies;

• “advising developing countries on the role of investment and IP policies on emerging technolo-
gies, IP implications of big data solutions and artificial intelligence and the application to public 
health”; and

• “promoting cooperation on investment to tackle Anti - Microbial Resistance (AMR), considering 
the specific situation in developing countries and the need to prevent stock outs of essential gener-
ic antimicrobial treatments” (United Nations Conference on Trade and Development (UNCTAD), 
2020).

The analysis of the need for a sustainable and responsible entrepreneurship, based on the opportuni-
ties, challenges and uncertainties that during a sustainable and responsible entrepreneurship may ensure 
during the current COVID - 19 pandemic, stressed the fact that between the intellectual capital and the 
organizations’ performance is a significant relationship, as follows:

Figure 2. Importance of Sustainable and Responsible Entrepreneurship for Organizational Success: Ad-
dressing Key Questions In Order To Find Optimum Answers To the Current Evolving Business Paradigms
Source: The Authors
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• creativity, innovation, and technical progress are meant to increase organizational performance 
far more than macroeconomic policies results or financial balance and tangible assets influence 
(Argyris, 1960; Armstrong, 2006; Cole, 2011; Popescu & Popescu, 2002; Popescu, 2019d; Urquijo 
et al., 2019);

• the quality of human, structural, and relational factors are believed to have a heavy influence or-
ganizational performance, especially in the cases of learning organizations, where managers are 
investing in knowledge, under different forms, such as, education, research and development, and 
innovation (Guglielmo - D’Amico et al., 2019; Lo, 2019; Maree & Di Fabio, 2018; Ying Lee et 
al., 2019; Tang et al., 2019).

The elements specific to this section of this paper entitled suggestively “Sustainable and responsible 
entrepreneurship: opportunities, challenges and uncertainties during the current COVID - 19 pandemic” 
that needs to be addressed focus on several key concepts, such as:

• Performance Management: which is seen as crucial for organizations’ worldwide, since it helps 
entities to embrace all opportunities and all possibilities, and it empowers companies to value 
intangible assets - more specifically, intellectual capital, focusing on creativity, education, infor-
mation, innovation, knowledge, new technologies and ground - braking techniques, in order to 
encompass present and future challenges.

• Human Capital: which is regarded as a multilevel and multidimensional concept, tackling peo-
ple’s specific characteristics and intellectual qualities that are able to empower organizations pre-
vail in challenging times, aiding entities to react to different market challenges and changes, adapt 
to all forms of environment and strive to successfully meet consumers’ expectations and needs.

• Intellectual Capital: which is acknowledged as a dominant and powerful intangible asset of 
organizations, strongly connected to performance management and human capital, having a posi-

Figure 3. Sustainable and Responsible Entrepreneurship: Opportunities, Challenges, and Uncertainties 
during the Current COVID - 19 Pandemic
Source: Own
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tive influence on development, growth and inclusive sustainable and responsible entrepreneurship 
methods, models, and strategies.

• Sustainability: which is a dominant concept in today’s society, as it addresses the needs belong-
ing to human beings and future generations to come, eco - systems and bio - systems, and environ-
ment, while being influenced by numerous components and factors, such as, intellectual capital 
- as a key trigger for inclusive and resilient business models, human, social and organizational 
capital - as main sources for competitive advantages, and organizational performance - as major 
accomplishment when referring to corporate social responsibility, good governance, good busi-
ness practices, ethics, transparency, diligent and correct business behaviour.

• Sustainable and Responsible Entrepreneurship: which represents a major asset to all enti-
ties these days, especially when analysed together with intangible assets, intellectual capital, hu-
man capital, innovation, and creativity, positive impact of intangible assets and entities higher 
performance.

TANGIBLE AND INTANGIBLE ASSETS: ROLE, IMPORTANCE, AND 
IMPLICATIONS FOR SUSTAINABLE AND RESPONSIBLE ENTREPRENEURSHIP

The third section of this paper entitled suggestively “Tangible and intangible assets: role, importance 
and implications for sustainable and responsible entrepreneurship” addresses both human capital and 
intellectual capital as drivers for performance management, in the attempt to describe and analyse the 
constructive ways capable to ensure both employees’ fulfilment and the realization of the management’s 
objectives, focusing on the fact that the innovative performance of organizations requires constant care 
and constant investment in knowledge and intellectual capital management - which could be seen as key 
areas for all successful entities worldwide (see Figure 4).

The United Nations Conference on Trade and Development (UNCTAD) (2020) has proved to be 
extremely interested in aspects related to intellectual property and emerging technologies, thus stressing 
the fact that “intellectual property architecture needs to respond to the dynamics and economic realities 
of big data/artificial intelligence, climate change technologies, genetic engineering and other emerging 
technologies” (United Nations Conference on Trade and Development (UNCTAD), 2020).

What is more, the United Nations Conference on Trade and Development (UNCTAD) (2020) has been 
promoting the idea that “beyond technology, intellectual property is an important element in the realiza-
tion of other domestic public policy objectives”. Thus, in order “to avoid conflict, governments need to 
design coherent domestic policies and pursue international cooperation”, while “countries are engaged 
at regional and multilateral levels on various issues of technology, intellectual property, and investment 
as part of negotiations on global challenges including climate change or initiatives to tackle Anti - Mi-
crobial Resistance (AMR)” (United Nations Conference on Trade and Development (UNCTAD), 2020).

Furthermore, the United Nations Conference on Trade and Development (UNCTAD) (2020) has 
concentrated lately on the following key areas of interest, which also address aspects related to knowl-
edge and intellectual capital:

• (a). “new models of investment”; “consensus building at the international level on key questions, 
such as unilateral trade policy review mechanisms and multilateralism, and other issues suggested 
by member states”;
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• (c) “research, analysis and policy advice on the implications of regional trade agreements on 
public policy topics such as public health, the environment, cultural protection and industrial 
development and on how to implement international intellectual property obligations in harmony 
with domestic public policy objectives”; and

• (d) “consensus building on the role of South - South cooperation for supply of technology goods, 
specifically uninterrupted supply of pharmaceuticals and their intermediaries and for the transfer 
of related know - how” (United Nations Conference on Trade and Development (UNCTAD), 
2020).

When analysing the connections existing between an inclusive, sustainable and responsible entrepre-
neurship, value - based cultures, economies and societies, long - term organizational performance, and 
human and intellectual capital - as key drivers for performance management especially during current 
challenging times, the following elements need to be addressed in order to have a broad picture of the 
constructive ways meant to ensure the successful process of reaching organizations’ goals, ensuring 
employees’ fulfilment and realizing the management’s objectives:

• First of all, it should be acknowledged that knowledge and intellectual capital management rep-
resent key areas for most organizations worldwide (Becker, 1964; Keenan, 2015; Popescu et al., 
2008).

• Second of all, it should be stressed that knowledge and intellectual capital management are the 
dominant key areas for knowledge - intensive and learning organizations (Becker, 1993; Popescu 
et al., 2016).

Figure 4. Sustainability - Driven Entrepreneurship: Human and Intellectual Capital as Drivers for Plan-
ning A Sustainability Management System Program
Source: Own
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• Third of all, it should be emphasized that intellectual capital represents a key factor for creative 
and innovative performance, thus being regarded as one of the most critical, crucial and strategic 
value entities may have (Cole, 2011; Popescu & Popescu, 2018b; Popescu & Popescu, 2019a).

• Forth of all, it should be highlighted that knowledge - intensive and learning organizations use 
intellectual capital with maximum efficiency and efficacy, since intellectual capital represents 
their main resource, thus being able to reduce the consumption of other resources and focus on 
creative and innovative solutions in order to ensure a successful intellectual capital management 
(Andersen et al., 2019; García - Mestanza et al., 2019; Kuitto et al., 2019; Taylor & van - der - 
Velden, 2019).

In the process of determining the way in which intellectual capital and can ensure a balance between 
individual goals and organizational goals, specialists have suggested that, due to the strong influence 
of intellectual capital on organizational performance, the focus should be on the organizations’ ability 
to create value by using intangible assets rather than tangible assets, since this represents a multilevel 
analysis of entities critical assets, where managers’ investments need to address aspects, such as: im-
proving and increasing employees’ knowledge and skills, adapting to current economic challenges and 
realities, facing and coping with the organizational and inter - organizational processes, addressing the 
opportunities and challenges derived from applying different forms specific to business process man-
agement (Beier et al., 2019; Gallagher et al., 2019; Popescu et al., 2015; Popescu et al., 2017a,b,c,d; 
Popescu, 2017; Popescu, 2018; Zhao et al., 2019).

Moreover, intellectual capital consists of numerous activities including the ones presented and de-
scribed in the lines below:

Figure 5. Intellectual Capital (IC) and Ways of Ensuring A Balance between Individual Goals and 
Organizational Goals
Source: Own
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• Assembling a set of knowledge and information resources and analysing this set of knowledge and 
information resources, since intellectual capital has become the new core of economic progress 
(Fournier et al., 2018; Ying Lee et al., 2019);

Figure 6. Intellectual Capital (IC): Definitions, Functions, and General Objectives
Source: The Authors

Figure 7. Developing a Model for Long - Term Sustainable and Responsible Entrepreneurship for Value 
- Based Cultures, Economies and Societies and Creating an Inclusive Framework Capable To Enhance 
Organizations’ Performance through Intellectual Capital in Challenging Times
Source: Own
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• Supports the actions that contribute and lead to achieving organizational performance, starting 
from the idea that human resources and intellectual capital are the most essential resources an 
organization might have access to (Ulrich et al., 2019; Urquijo et al., 2019);

• Intangible assets, such as, for example, employees’ abilities and skills to use different informa-
tion, organizational culture, and intellectual property, are regarded as significant in helping orga-
nizations achieve the long - desired and expected performance (Lombardi et al., 2019; Popescu, 
2019d) (see Figure 5).

Since human and intellectual capital represents key drivers for performance management, organizations 
these days have placed among their priorities the following key steps: firstly, the shift from traditional 
assets and traditional accounting, to the accounting mainly focused on the benefits derived from intan-
gible assets; secondly, placing access to information, intelligence and knowledge - which are valuable 
parts of human and intellectual capital, on top positions in ensuring organizational performance, thus 
focusing on creativity, innovation, and intellectual freedom, in order to confer organizations a better ad-
vantage on the market; and, thirdly, understanding and valuing intellectual assets and intellectual capital, 
starting from the ideas that these assets are invisible, reflect employees’ knowledge and experience in 
relation to the organizations’ technologies, customers, clients and partners, and have the power to offer 
unlimited future opportunities to entities when used in an appropriate manner (García - Alcaraz et al., 
2019; Hamadamin & Atan, 2019; Kell & Lang, 2017; Van - Dierendonck et al., 2016) (see Figure 6).

Figure 8. Main Characteristics Of A Model For Long - Term Sustainable And Responsible Entrepre-
neurship For Value - Based Cultures, Economies And Societies And Creating An Inclusive Framework 
Capable To Enhance Organizations’ Performance Through Intellectual Capital In Challenging Times
Source: The Authors
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CASE STUDY: ENTREPRENEURSHIP AND WAYS OF INCREASING 
PERFORMANCE THROUGH INTELLECTUAL CAPITAL IN CHALLENGING TIMES

The fourth section of this paper entitled suggestively “Case study: Entrepreneurship and ways of in-
creasing performance through intellectual capital in challenging times” seeks to present a model for 
entrepreneurship and the ways of increasing performance through intellectual capital in challenging 
times (see Figure 7).

Developing a model for long - term sustainable and responsible entrepreneurship for value - based 
cultures, economies and societies and creating an inclusive framework capable to enhance organizations’ 
performance through intellectual capital in challenging times is related to addressing and presenting 
the main characteristics of a model for long - term sustainable and responsible entrepreneurship for 
value - based cultures, economies and societies and creating an inclusive framework capable to enhance 
organizations’ performance through intellectual capital in challenging times (see Figure 8).

In the same way, creating an inclusive sustainable and responsible entrepreneurship model for value 
- based cultures, economies and societies framework capable to enhance organizations’ performance on 
the long - term, proves to be crucial in finding solutions for increasing performance through intellectual 
capital in challenging times (see Table 3).

Table 3. An Inclusive Sustainable and Responsible Entrepreneurship for Value - Based Cultures, Econo-
mies and Societies Framework Capable To Enhance Organizations’ Performance on the Long - Term: 
Solutions for Increasing Performance through Intellectual Capital in Challenging Times

Sustainable and Responsible Entrepreneurship (SRE) 
Framework:

Ways to enhance Organizations’ Performance on the 
long - term, with the aid of Intellectual Capital (IC):

Solutions:

• SRE and inclusive and sustainable business frameworks 
models should seek both economic and social viability 
by prioritizing social and environmental objectives, by 
encouraging economic growth and sustainable development, 
and by positioning corporate governance, corporate social 
responsibility and democratic governance among the top 
priorities of organizations (Palová & Šebestová, 2020; Tak 
et al., 2019).

• All types of organizations (large companies, 
microenterprises and small and medium - sized 
enterprises) should: (a.) centre themselves on innovative 
inclusive businesses in order to ensure long - term 
success, especially in challenging times (COVID - 
19 pandemic); and (b.) tackle all sectors, such as, 
agriculture, agribusiness, education, energy, housing, 
health care, water and sanitation, information and 
communications technology, and transport. (Brooking, 
1996; Gismera et al., 2019; Latifi & Lim, 2019; Zuo et 
al., 2019; Wu et al., 2019).

• One of SRE framework main aims should be to enlarge 
the global value chain usually formed by multinational 
companies and large domestic companies, with 
microenterprises, start - ups and small and medium - sized 
enterprises, thus facilitating social cohesion, increase in 
social impacts and benefits, employment, and inclusive 
and sustainable growth (Aghayeva & Ślusarczyk, 2019; 
Pokorná, 2019; Štreimikienė, 2019).

• Organizations’ performance can be successfully 
increased with the aid of inclusive and sustainable 
businesses, by providing infrastructure, market access, 
knowledge, information, innovative, original, and 
sustainable development solutions (Lai et al., 2019; 
Leksono et al., 2019; Kiseľáková et al., 2019; Pérez - 
Ordás et al., 2019; Ullrich et al., 2019).

General conclusion: An inclusive SRE framework capable to enhance organizations’ performance on the long - term 
should seek at all times to ensure the full transparency of the business process, business sustainability, creative, 
innovative and original solutions, and sustainable - development related solutions to continuously pressing challenges.

Source: Own
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SOLUTIONS AND RECOMMENDATIONS

A number of researchers claim that intangible assets (especially human resources and intellectual capital) 
represent the future of successful companies, focused on integrated forms of sustainable entrepreneur-
ship and development, long - term performance of their portfolios and business models aligned with 
the principles and values of sustainability (García - Alcaraz et al., 2018; Joshi & Islam, 2018; Sinclair 
& Phillips, 2018; United Nations & United Nations Economic Commission for Europe, 2013), which 
has led to a clear focus on determining a consistent set of solutions and recommendations concerning 
sustainable and responsible entrepreneurship for value - based cultures, economies and societies, in the 
attempt to increase performance through intellectual capital in challenging times (see Table 4):

CONCLUSION

This research extends our knowledge of sustainable and responsible entrepreneurship for value - based 
cultures, economies, and societies in the 21st - century organizational landscape, strives to discuss the 

Table 4. Solutions and Recommendations Concerning Sustainable and Responsible Entrepreneurship 
for Value - Based Cultures, Economies, and Societies: Increasing Performance through Intellectual 
Capital in Challenging Times

Solutions and 
recommendations:

Targeting the creation of an inclusive sustainable and responsible 
entrepreneurship framework capable to enhance organizations’ 
performance on the long - term, with main focus on intellectual 

capital:

Solutions and 
recommendations:

• Concern for quality education:

• Inclusive business models should promote access to quality education 
for future and current employees, thus meeting society’s development 
needs (Cho & Ahn, 2018; García - Sánchez et al., 2018; Harwood, 
2016).

• Concern for financial 
inclusion and opportunities:

• Inclusive business models should promote access to infrastructure, 
knowledge, market access, reduced transaction costs, high quality 
products and services (Watkin et al., 2019; Popescu, 2019g).

• Concern for ensuring equal 
opportunities for all:

• Inclusive business models should promote access to equal 
opportunities for all, by helping women and individuals from 
disadvantaged categories to have access to education and, later on, 
by encouraging them to obtain jobs (Hosseininia & Ramezani, 2016; 
Huang et al., 2016; Preuss, 2016; Yin et al., 2019).

• Concern for inclusive 
solutions in organizations’ 
reporting:

• Inclusive business models should promote inclusive solutions in 
organizations’ reporting and should constantly raise awareness when it 
comes to accounting and audit activities, and increasing the role and the 
importance of intangible assets in organizations (Popescu, 2019a, b, c; 
Šebestová, 2020; Šebestová & Sroka, 2020).

• Concern for having a holistic 
approach to business:

• Inclusive business models should promote holistic approaches, which 
should be able to address environmental and social needs, corporate 
social responsibility, good governance, substantial investments in 
innovation, knowledge and intellectual capital, sustainable consumption 
and production patterns, models and frameworks (Ernst, 2019; Hoang, 
2019; Malara et al., 2019; Naveed et al., 2019; Parastuty & Bögenhold, 
2019; Streimikiene & Balezentis, 2019).

Source: Own
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main implications of human and intellectual capital as drivers for performance management, and ad-
dresses the main concern of organizations’ management regarding the ways of increasing performance 
through intellectual capital in challenging times.

As a consequence, given the current situation, it has become clear that sustainable entrepreneurship 
represents a challenging but correct route to accomplish sustainable development and growth, which 
should take into account the following main objectives:

• First of all, it should be acknowledged that enterprises seeking success must be financially sustain-
able, in order to respect current norms, face today’s regulatory systems, and be part of sustainable 
and inclusive successful economic models. In this matter, truly implicated organizations could 
receive help from governments in the form of different subsidies, which could ensure that some 
money is going to environmental work.

• Second of all, it should be stressed that enterprises wishing to help the environment and enable 
human beings well - being must get involved in steady philanthropic activities, concentrating on 
medium - term and long - term environmental values. For instance, a good example in this case 
could be represented by fair trade organizations willing to sell fair trade products, which will lead 
to helping, in time, disadvantaged communities and regions, thus taking them out of poverty.

• Third of all, it should be stressed that enterprises wishing to help the environment and enable 
human beings well - being must get involved diminishing, as much as possible, the level of pollu-
tion that is generated by the production process and also the level of pollution that is generated by 
the use of certain goods and services by the consumers. In this case, organizations should focus 
their actions on determining in what manner does the production process affect the environment, 
in what proportion is the environment damaged in the process of transporting the goods across 
the world to the consumers - thus, causing climate change, and in what manner does the use of 
the goods and services affect the environment while being used by consumers - thus, causing the 
depletion of natural resources, pesticides, and hazardous waste, while increasing the level of pol-
lution and damaging the ecosystems.
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KEY TERMS AND DEFINITIONS

Human Capital: Is regarded as a multilevel and multidimensional concept, tackling people’s specific 
characteristics and intellectual qualities that are able to empower organizations prevail in challenging 
times, aiding entities to react to different market challenges and changes, adapt to all forms of environ-
ment and strive to successfully meet consumers’ expectations and needs.

Intellectual Capital: Is acknowledged as a dominant and powerful intangible asset of organiza-
tions, strongly connected to performance management and human capital, having a positive influence 
on development, growth and inclusive sustainable and responsible entrepreneurship methods, models, 
and strategies.

Performance Management: Is seen as crucial for organizations’ worldwide, since it helps entities to 
embrace all opportunities and all possibilities, and it empowers companies to value intangible assets - more 
specifically, intellectual capital, focusing on creativity, education, information, innovation, knowledge, 
new technologies and ground - braking techniques, in order to encompass present and future challenges.

Sustainability: Is a dominant concept in today’s society, as it addresses the needs belonging to 
human beings and future generations to come, eco-systems and bio-systems, and environment, while 
being influenced by numerous components and factors, such as intellectual capital—as a key trigger for 
inclusive and resilient business models—, human, social, and organizational capital—as main sources 
for competitive advantages—, and organizational performance—as major accomplishment when refer-
ring to corporate social responsibility, good governance, good business practices, ethics, transparency, 
diligent, and correct business behaviour.

Sustainable and Responsible Entrepreneurship: Represents a major asset to all entities these days, 
especially when analysed together with intangible assets, intellectual capital, human capital, innovation, 
and creativity, positive impact of intangible assets and entities higher performance.
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ABSTRACT

In any crisis or uncertain situation, it is necessary to carefully decide about three main points: when, 
what to invest, and which financial sources will be used. A profit reinvestment would be an effective and 
safe way of circulating money flows in a company. The first wave of COVID-19 has changed business 
conditions not only in the Czech Republic, but also it has an influence on financial decisions of entre-
preneurs on how to use financial resources in individual segments of the company. The main goal of 
this chapter is to compare the reinvestment behavior in the company before the crisis based on primary 
research data (at least 425 respondents). The chapter includes results of different preferences influenced 
by COVID-19 uncertainty, and factor analysis has shown that availability of internal resources was 
important to survive restrictions and to be able to continue in financial planning to sustainably develop 
the business. Unfortunately, the relationship between business experience and main motives to invest 
wasn’t confirmed.

INTRODUCTION

Businesses are diverse and each is specific, but decision - making processes must be planned, applied 
and analysed in everyone, whether in a large multinational enterprise or a micro enterprise. A planning 
helps businesses to achieve predefined goals, make decisions quickly and efficiently on the basis of 
elaborated documents, and achieve operational goals faster than without them. It also helps to focus on a 
clearly defined goal and not to deviate from, for example, business goals (Delmar & Shane, 2003). There 
are researches where companies grew faster and, according to a specific research by Brinckmann et al. 
(2010), companies that use planning at their inception grew faster than those who did not. An entrepre-
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neur always carries a degree of uncertainty and risk, which is related to the fact that he coordinates the 
plans, introduces new goods and production processes supported by reinvestment, especially in crisis 
situation as represented by COVID - 19.

Human behaviour, even rational human and business behaviour is not to be accounted for optimal 
variants. In real life we could assume perfect adaptation to the business environment, but it depends on 
economic literacy of business owner, its experience and problems of company. There are so many dif-
ferent techniques for observing decision - making behaviour, which combine financial statements, busi-
ness perceptions and business environment factors (Simon, 1979, Walker et al., 2011, Illés, 2016). All 
models want to answer the question of profit maximization, especially in profit reinvestment in explicit 
or implicit way, when the main problem is not actually the reinvestment rate, but the critical reinvestment 
rate (Meyer, 1979). Financial planning is closely connected with many areas such as: planning, calculat-
ing and reporting to prepare entrepreneurs for a more prospective future, especially in area of financial 
management and resource management within appropriate business education (Pittaway & Cope, 2016; 
Fiet, 2001). In a line with that, a company development, when reinvestment process plays an important 
part of the decision - making process in financial management not only small businesses (Zhou, 2017). 
According that small businesses prefer own capital and their behaviour depends on previous experience 
(Wellalage & Reddy, 2020).

The aim of the chapter is to analyse and describe main factors based on primary research who made 
decision about allocation of their resources within COVID - 19 situation. The research sample consists 
more than 400 SMEs form whole Czech Republic. The survey was conducted during summer 2020. The 
main results are presented in the form of a case study.

BACKGROUND

The business level is intersected by strategic dilemmas that affect the understanding of organizations 
not only services that have their goals, strategy and want to achieve success. Companies that positively 
influence the market can divide the business strategy into 3 fundamental categories. The first are com-
panies that support a precisely planned and written strategic plan. The second group of them does not 
incorporate a written strategy, but it provides a strategic focus. Most of them are small to medium - sized 
enterprises, where the dominant position is occupied by the owner of the company, who typically has key 
goals in his head. Such enterprises rely purely on the invention and potential of the owner on whom the 
most considerable burden of responsibility. The business’s strategy is practically replaced by corporate 
culture. The culture is characterized by a friendly, participatory and team thinking, supported by employee 
loyalty. The third specific group of companies does not include an effective strategy. At this place, the 
corporate culture fulfils a significant role, which in a way influences the strategic document and the 
essential management is a reflection of the corporate culture (i.e. attitudes, standards, which manage-
ment or owner holds). Naturally, corporate culture cannot function optimally as an effective strategy in 
the long run, and therefore other companies are characterized primarily by inconsistent management 
and untargeted steps in decision - making. (Havlíček, 2011). From previous analyses of various types of 
entities on the market, several groups of internal strategic dilemmas can be deduced (Šebestová & An-
tonová, 2011, Šebestová & Nowáková, 2013), which can also be applied in small companies in general:
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• The dilemma of ethics and business. Is it necessary to do good things or things right as an entre-
preneur? Is it really possible to combine mastering both roles, i.e. professionalism and entrepre-
neurial role?

• The dilemma of strategic selection of business partners. Intuitive or analytical business decisions 
predominate - but when will the business be more successful? Will business be its own life phi-
losophy? Will the owner want to be more involved in decision - making in one company or does 
he want to have more shares in the chain of companies?

• The dilemma of survival and growth. What managerial skills and business strategies are needed in 
a competitive environment? Is the growth and development of the company good or will it endan-
ger the quality of products or services? How can we differentiate a service so that it is perceived as 
a “niche”? How do you know that business is getting out of hand and you need to seek professional 
help? How to withstand external threats and, conversely, take advantage of the challenges arising 
from market opportunities?

• The financial management dilemma for innovation and control. Can we still do business without 
external financial resources? What kind of innovation will benefit the business? Will they bring a 
sustainable competitive advantage to the business? Is activity control really necessary? Does the 
control not jeopardize trust in employees?

Other dilemmas include the way to strategy development in companies, where it is a concise break-
down according to Swayne et al. (2006), and dividing approaches into 2 groups:

• Strategies founded on an analytical approach. Leads to the process management of the organi-
zation and the established system, but the delay changes and dynamics, because everything is 
acquired “rationally”;

• Strategies based on an intuitive approach, sometimes called “emergency”, which are based on 
experience and learning. The strategy maker is typically part of the management.

• In practice, both approaches are combined, because from the nature of business. We can conclude, 
that an analytical style to strategy is valid when it comes to a long - term matter within a stable 
business environment. The second approach in the event of sudden changes, crisis situations and 
we will utilize it in operational planning.

The idea consists of a combination of previous approaches is also supported by Hurst (2002), who 
added:

“The question is not which approach is better, but whether the one who manages completely compre-
hends what he is preparing. Modern management is described by periods of calm and reversals, when 
nothing works in the company. Sometimes deeper analyses are needed, other times we can do it with 
previous experience”. 

A comparison of development approaches from intuitive strategy to process management is shown 
in the following table 1.

In the relevant literature we should find significant models, based on empirical studies, which describe 
dynamic factors to protect business from uncertainty and a crisis environment. The most used business 
models for the performance of firms are the - SSP model (Strategy - Structure - Performance model); 
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SCP model (Strategy - Conduct - Performance model) and RBV model (Resource - Based View model) 
as a response for interaction between company, environment, and performance (Lo, 2013).

The SSP model suggest that strategy, followed by organizational change would bring about a dynamic 
response to a changing environment, other factors such as resource allocations and leadership style are 
determined by long term goals and the proper type of strategy (Chandler, 1962; Ansoff, 1965). Other 
scholars add the influence of the external environment to balance resources for strategy success (Pfeffer 
& Salanick, 1978).

The SCP model was developed by Porter and is based on industrial structure, the behaviour of a 
firm in the market and its bargaining power (the model is academically known as “Porter’s five forces”; 
Porter, 1996).

The RBV model, presented by Barney (1991) proposes a combination of internal resources as a 
competitive advantage of the company. The difference in responding to the business environment and 
the self - interests of companies brings about constraints on being dynamic. Many companies have as 
the main goal for their future not innovation, but merely survival.

MAIN FOCUS OF THE CHAPTER

Role of Strategy in Financial Planning

Strategic methods and tools are closely connected with strategic management use in general. A strategic 
management can be defined as a set of theories and frameworks, supported by special methods, tools and 
techniques, which are primarily designed to assist managers of organizations in thinking, planning and 
acting strategically (Stonehouse & Pemberton, 2002; Berisha et al., 2017). On the other hand, strategy 
tool is could be a generic name for any method, model, technique, tool, technology, framework, method-
ology or approach used to support strategic management work in the non - stable business environment 
(Stenfors et al., 2007; Golsorkhi et al., 2010; Vaara & Whittington, 2012). Since most of strategic tools 
were developed for the sector of large companies, the raising question is how successful would be the 
transformation process of original method to the SME company use (Abosede et al., 2016; Krasniqi & 
Kume, 2013). Those differences can be distinguished within literature comparison (Holmes & Ferrill, 
2005; Jun et al., 2013; Popper, 2008; Phillips, 2013) in the table 2.

Table 1. Analytical and Intuitive Strategy Comparison

Strategy

Intuitive Approach

Strategy

Analytical Approach
Elements Definition Elements Definition

People Basic resources, especially in services, influenced by the 
environment, demography (customers) Change Assignment of persons responsible for 

tasks.

Roles
Have the right person in the right place at the right time. Be 
able to evaluate the situation according analysis or previous 
experience.

Task Tasks given according to specializations.

Teams Hectic group formation. Structure It is created according to groups that have 
already been created

Network Open communication channels, high level of variability. System Stabilization of external and internal 
relations, formalization

Recognition A sense of belonging, unsustainable in the long run, cash 
rewards frequently used. Rewards Work evaluation system and creating a 

motivational and reward system.

Source: Hurst, 2002; Swayne et al., 2006
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The practice in the business area allows becoming familiar with problems and avoiding a turbulent 
and non - dynamic decisional spiral. Traditional models of skills cover only a few variables such as 
the structure of an organization, climate, processes and leadership without dynamic points such as the 
behaviour of other elements (Burke & Litwin, 1992; Damanpour, 1991; Kimberly & Cook, 2008). The 
successfulness of each strategy depends on behavioural models, but all models need the below stated four 
significant steps (Tidd et al., 2007; Rylková & Chobotová, 2011): (1) Copy main goals from strategy, 
(2) Effective internal and external linkage with other subjects in the market, (3) Support for conducting 
changes in an organization, (4) Supportive environment.

Strategy tools. The use of strategic management tools depends on expected results in comparison 
to costs. Despite this, little progress has been made in the work of Vishnevskiy & Egorova (2015) who 
divided strategic tools, used in SMEs according previously presented criteria. These authors presented 
four groups of tools, used by SMEs such as:

• Low – Cost: These tools are easy to transfer to SME Company to use, but result could be limited 
due to experience of the final user or data inputs, which were used for the analysis (e.g. SWOT, 
Interviews, and reviews).

• Highly Informative: In comparison to previous group, these tools bring deeper range of informa-
tion at lower costs (e.g. Expert panels, Benchmarking, Scenarios).

• Highly Specialized: These tools achieve mostly positive effect on using. Opposite to that, they are 
time and finance consuming. Specialized personnel are needed for data collection and final report 
preparation (e.g. Modelling, Extrapolation, and Indicator setting).

• Resource Consuming: These methods were originally designed for large companies, so imple-
mentation at SME level could be quite difficult (e.g. Surveys, Delphi)

Global level of strategy tools use. Rigby & Bilodeau (2018, 13,000 respondents) stated, that large 
companies use in average 8.1 tools, medium - sized 7.6 and small companies 5.3 tools, when table 3 
provides an overview of significant strategy tools used in SMEs between years 2000 - 2017.

Table 2. A Comparison in Strategy Thinking

Criteria SME Company (˂ 250 Employees) Large Company (˃250 Employees)

Main motivation to use / prepare 
strategy

Finding a new investor 
Adaptation to changes in the business environment

Innovative strategy 
Risk analysis for decision - making 
Entry to the new market

Attributes of strategy Description of current stage 
Transfer knowledge from other

Systematic, long term work 
New knowledge creation

Resources for strategy 
implementation Limited by the company stage and the company size A budget is closely connected with planned 

company changes

Tools, techniques Tools for the environment observation 
Creative tools - Brainstorming, Brain - writing

Approx. combination of five to six tools, 
together with a trend analysis, own 
research, an expert estimation.

Main barriers Most of time is spent by operative management 
Lack of the future anticipation

Company size and organizational structure, 
stability in managerial positions.

Source: Šebestová, 2018

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



64

Crisis Situation and Financial Planning for Sustainability
 

One interesting finding is, that Strategic planning as “whole package” of tools and procedures placed 
in the TOP 5 during whole observed period. Second popular method globally used was benchmarking. 
However, these results were not very encouraging in area of SMEs strategic tools use, when most of 

them depend on group of time and resource consuming tools (Vishnevskiy & Egorova, 2015). On the 
other hand, in spite of these recent findings about the role of strategic tools in SMEs, national studies 
showed country differences. Alkan & Bozkurt (2013) argued that small business owners in Turkey prefer 
traditional and well explained tools like SWOT analysis, strategic scenarios and financial planning. In 
the same way, Afonina & Chalupský (2013) and supported those findings by their results in the Czechia, 
where SWOT, PEST, and model of Five Porter forces are dominating in respondent’s answers. Finally, 
Ogbadu et al. (2017) mentioned financially oriented tools and pro - innovative approach to strategy in 
Nigeria. Those findings confirmed use of low - cost tools in the sectors of SMEs and it could have an 
influence on financial planning skills.

Strategy Evaluation. Equations are often used to evaluate strategy structure models and to describe 
dependent values in strategy behaviour or to describe successful business theories. We should mention 

Table 3. Significant Strategy Tools Used In Years 2000 To 2017

2000 2006 2008 2010 2012 2014 2017

1 Strategic 
Planning

Strategic 
Planning Benchmarking Benchmarking Strategic 

Planning CRM Strategic 
Planning

2
Mission 
and Vision 
Statement

CRM Strategic 
Planning

Strategic 
Planning

Supply Chain 
Management Benchmarking CRM

3 Benchmarking Customer 
Segmentation

Mission 
and Vision 
Statement

Mission 
and Vision 
Statement

Employee 
Engagement 
Surveys

Employee 
Engagement 
Surveys

Benchmarking

4 Outsourcing Benchmarking CRM CRM Benchmarking Strategic 
Planning

Advanced 
Analytics

5 Customer 
Satisfaction

Mission 
and Vision 
Statement

Outsourcing Outsourcing BSC Outsourcing Supply Chain 
Management

6 Growth 
Strategies

Core 
Competencies BSC BSC Core 

Competencies BSC Customer 
Satisfaction

7 Strategic 
Alliances Outsourcing Customer 

Segmentation

Change 
Management 
Programs

Outsourcing
Mission 
and Vision 
Statement

Change 
management

8 Pay - for - 
Performance

Business 
Process 
Reengineering

Business 
Process 
Reengineering

Core 
Competencies

Change 
Management

Supply Chain 
Management TQM

9 Customer 
Segmentation

Scenario and 
Contingency 
Planning

Scenario and 
Contingency 
Planning

Strategic 
Alliances

Supply Chain 
Management

Change 
Management

Digital 
transformation

10 Core 
Competencies

Knowledge 
Management

Mergers and 
Acquisitions

Customer 
Segmentation

Mission 
and Vision 
Statement

Customer 
Segmentation

Mission 
and Vision 
Statement

Source: Rigby & Bilodeau 2018
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the research of managerial choices and strategy components in reaction to the external environment as 
equations (Bourgeois, 1984). Others connect strategy positions and business performance in one equa-
tion. In theory, we should imagine their dynamics as the relationship between one resource and another 
which produces the same effect as an equal relationship between other combinations, because we use 
them equally. We should imagine the combination of the relationships between factors as in the Ber-
noulli mathematical spiral of development. This imaginative picture explains the relationship between 
triangle tops, represented by strategic pillars and these tops are connected by one spiral. The optimal 
ratio between vertices, represented by the distance from A to B and B to C is named φ, with the value 
of 0.618 (Häuser, 2007), for strategy optimization, the value means the dynamics of resources used for 
sustainable development in each group. His evaluation and models are especially developed for industrial 
organizations, (Keeley& Roure, 1990). This evaluation opens up areas for financial planning (desired 
effect for company) in strategic behaviour.

Sustainability in Financial Planning

Financial planning, especially reinvestments are mostly realized in the area of science and research and 
human resources that means to attract new employees hired to develop innovation, which companies 
make more profit (Hasuch & Pyka, 2007; Chakravarty & Xiang, 2011). Business profit is usually limited 
in 2 ways. Once, entrepreneur’s don´t have so many stable customers which will generate sustainable 
profit, secondly, limitation of enterprise capacity, which limits amount of orders that they cannot accept 
more ones.

Reinvestments are, as the name suggests, profit already generated from a successful investment, and 
this financial amount will be reused for business development as investment money. Lazonick (2014) 
has been involved in the decision - making process of redistributing the resources of large US companies 
for several years and mentioned a trend where companies have tended to withhold profit and are just 
doing the reinvestment process, especially in the areas of increasing human resources skills to increase 
competitiveness.

Sustainability in financial area means finding a new combination of resources and opportunities to 
adapt to new conditions as quickly as possible. However, the question arises as to how to measure sus-
tainability, predict or successfully cope with change through the individual skills of the entrepreneur, and 
how each of the presented approaches affects the creation of strategy. The practical application of the 
results of empirical analyses is the creation of a business model, according to which entrepreneurs try 
to implement their strategy. From the point of view of sustainability, the business model is understood 
as a long - term concept of a company, which includes “the structure of products, services, information 
flows that create and bring the value” (Osterwalder et al., 2010). It means that the model should cover 
not only how the company should work, but what factors cause problems or success, but how value 
is created at each stage or process of the company. One of the milestones of any business model that 
shifts the dimension of profit gain to sustainability is the connection with the current socio - economic 
environment, and therefore the basic six elements include (Osterwalder et al., 2010; Zott et al., 2011):

• Definition of values
• Product or service innovation
• Infrastructure management
• Customer relationship management
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• Financial sustainability
• Value for the owner
• Regular sources of revenue.

The internal dynamics as the effect of egocentric uncertainty, where owners have difficulty under-
standing or predicting how changes in the business environment will affect them, shows the opposite 
side of external strategy dynamics, and what it can happen and when a small business does not properly 
understand outside impulses. This behaviour can easily lead to a business downfall because it rely solely 
on marketing tools (Aragon - Corea & Sharma, 2003). Business profit is usually limited in 2 ways. Once, 
entrepreneurs’ don´t have so many stable customers which will generate sustainable profit, secondly, 
limitation of enterprise capacity, which limits amount of orders that they cannot accept more ones. There 
could be one solution to both problems in form of reinvestment to employees, machines, other products 
and appropriate promotion. The fact that businesses could allow reinvestment to accept reinforcement 
to help us handle orders can be a key element that moves business into a different dimension. When the 
company reinvests profits to themselves, the money is used for research and development, debt repayment, 
or possibly has a net cash flow from investment activities. On the contrary to that a joint stock company 
which pays out to shareholders, usually increases dividends and buys back its shares. Main motivation 
to plan this process would be (1) profit maximization; (2) maximizing the current value of future net 
cash inflows with cost minimization or (3) maximization of profits in the long run and the prestige of 
the enterprise according to the owner or owners (Kędzierski, 2017; Kaczmarek, 2014).

Factors like adaptability, innovation and strategy are very important. Without these components, the 
firm cannot adapt to changes in the regional environment. From knowledge of current modern methods 
of management and business management services in general it can be inferred that the enterprise can 
develop an open system that is capable of rapidly adapting to positive and negative external influences 
such as special tax treatment at the employee level with non - deductible impact at corporate level 
(Blechová, 2011). The basis of maintaining adaptability to environmental changes, growth, business 
competitiveness and long - term business growth is the ability of firms to innovate. Each sector has dif-
ferent characteristics and priorities - some are sensitive to the scale of production, others to scientific 
research or the range of or sensitivity to demographic changes. Therefore, an analysis of the strategic 
elasticity of small and medium - sized businesses could help to find an answer to the question of how 
this business segment could deal with challenges from the external environment and what type of strate-
gies they might use to achieve their goals. It is anticipated that the research findings will illuminate the 
definition by Krupski (2005), who described elasticity of strategy within unstable environment in four 
dimensions as: (i) reactive, (ii) adaptive, (iii) defensive, (iv) creative as attributes of the strategy of an 
observed firm.

Sustainability seems to be acceptable in the form of repetition of the business habits (supporting the 
idea of Schumpeter) that entrepreneurs have formed during their customer relationships, competition, 
employee relations, and this behaviour forms the basis of an unwritten, strong business strategy (Cohen, 
2006). These routine activities and decisions are stable and not susceptible to change because they are 
related to the person using them and are closely influenced by corporate culture (Winter, 2000; Cohen 
& Bacdayan, 1994). However, if changes occur, we can call the process improvisation, which is directly 
dependent on the previous experience and skills of the strategy creator, because the strategy usually 
does not have a written form. It follows that in enterprises, especially small ones, where an informal 
form of strategy - making predominates, it will also have an informal form of monitoring progress and 
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control (March, 1991; Nelson 1991). Brown & Eisenhardt (1998) support the possibility of predicting 
the response of change by arguing that the complexity of strategy is linked to the speed of change in 
the organization. There is a reason why external support is needed to eliminate external risk. A need 
of cooperation corresponds with other, quite similar research data in area of sustainable business. The 
authors confirm, the best way for sustainability is cooperation, not only between business units, but 
via spin - offs (Androniceanu & Drăgulănescu, 2012). Investments into research and development as 
well as innovation are positive factors for the future (Tidd, 2007), but they bring a higher level of risk. 
However, it can be argued and agreed that by examining small businesses, the degree of adaptability 
can be identified and the factors that lead to adaptability and their strength in the concept of strategic 
management can be described.

In a line of studies, mentioned in the table 4, most of them use financial indicators as main factors of 
sustainability evaluation. To broader this, we have to mention that financial evaluation tools often play 
a secondary role in corporate investment choices (Cooremans, 2011). It means that sustainable invest-
ments not only in time of crisis have a strategic character (Sorrell et al., 2000; Sandberg & Söderström, 
2003). In times of crisis, the main goal is to get out of it and to find out alternative ways, how to reinvest 
the profit. This situation, especially in sustainable point of view, we could imagine as crisis situation 
and we are able to apply methods closely connected with that area, namely balanced scorecard as an 
example (Kolumber et al., 2020). Crisis management involves active change. The principle of change 
management is, among other things, the identification of resistance to change and the conversion of this 

Table 4. Previous Studies Comparison

Author Study Focus Sources Of Financial Sustainability

Jensen, 1986 A study on “free cash flow” relationship to investment Availability of internal funds

Fazzari et al., 1988 Empirical study of firm investment decisions, impact on 
cash flow Liquidity, cash flow fluctuations

Kaplan & Zingales, 1997 Investment - liquidity sensitivities across different groups 
of firms Sensitiveness on the internal resources

Perera et al., 1997 A study on non - financial indicators Adoption of non - financial indicators

Xu et al., 2006 Variation between strategy standardization and company 
performance (marketing oriented)

Strategy and firm performance 
relationship

McKenzie, 2006 Study confirmed relationship a positive relationship 
between financial behaviour and (re)investment skills Experience and age of investor

Alkaraan & Northcott, 2006 Study of 83 UK companies about factors influencing 
investments Financial evaluation tools

Gupta et al., 2015 A study of prosperous and non - prosperous companies with 
variables size, capital structure, management structure

Company size, access to external 
sources

Bartosova & Kral, 2017 Study on financial analysis of Slovak companies Financial indicators

Valaskova et al., 2018 Risk modelling and prediction Risk assessment

Astanaqulov & Asatullayev, 
2020

A study of investments in Uzbekistan, describing factors 
influencing investment behaviour

Activity of an individual or in the 
acquisition, planning and production 
of property

Source: Own
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energy into positive energy, which not only accelerates the process of change and its course, but also 
ensures the successful effect of change. Thus, change leads to a new level that is qualitatively higher 
than the previous state (Boyatzis & McKee, 2011). We must realize that every change evokes in natural 
systems (which are also a person, i.e. subordinate, colleague and superior) a certain form of resistance, 
which he transforms into an undesirable form of energy or work. In proportion to the resistance, it is 
then necessary to expend a reasonable dose of energy only to eliminate this resistance, which is all the 
more difficult from the point of view of the idea of introducing a change. Adequate amount of invest-
ment activity and in a crisis situation financing to ensure timely delivery of change and sustainability. 
It is a long - term orientation of the company and several factors come into play, namely the level of 
indebtedness, attitude to risk and the emphasis placed on reinvesting profit. This trend, especially in the 
area of reinvestment activities related to sustainability is supported by other authors: Pakšiová (2017), 
MacGregor - Pelikánová (2019) or Popescu & Banta (2019).

It is important to optimize the structure of resources and develop a sustainable competitive advantage. 
Seisebaeva (2015) suggested financial anti - crisis management to support sustainability in simple steps:

Step 1: Financial Anti - Crisis Management: A system that uses financial mechanisms to prevent or 
overcome financial problems.

Step 2: Anti - Crisis Management: Restoration of financial stability of the enterprise. This is one of 
the main task that ensure implementation of the main goal of anti - crisis management of the en-
terprise, which requires little effort and cost of financial resource.

Step 3: Financial Management: Minimizing the negative consequences of the financial crisis of the 
enterprise. This task is realized by consolidating the positive results of removing the company from 
the state of the financial crisis.

To be able to evaluate financial planning for investments is necessary to set investment categories. The 
investment category influences the financial criteria used (duration, capital budgeting tool, and discount 
rate) and the procedure as type of analysis carried out, sources of information and development of the 
project (Chen, 1995; De - Bodt & Bouquin, 2001). These previous studies have generally not shown 
that financial factors are more important with regard to the investment process for smaller companies 
(Carr et al., 2010; Fazzari, et al., 1998; Liu and Pang, 2009). Because they have limited access to capital 
markets, they are forced to rely more on internal funds such as, for example, personal savings or funds 
borrowed from relatives or friends (Gill et al., 2012). The research gap was found that in earlier studies 
was found that terms such as planning, calculations, changes in reinvestments are closely connected but 
there are not studies, which are connecting all those variables together. Entrepreneurs mirror modern 
present - day developments, which might be extra dynamic, mainly within the SME sector. To be able 
to survive those changes, they need to use actively their competences. The level of these competencies 
can influence a business surroundings evaluation by using the personal level of satisfaction. All char-
acteristics have long - term consequences and that they have closer links to organizational performance 
inside current enterprise surroundings. Following that, we have developed 2 hypotheses, focused on 
relationship on financial planning and relationship to business experience:

Hypothesis 1: Business experience has an influence on a financial management decision - a decision 
of structure of external and internal resources.
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Hypothesis 2: Business experience has an influence on a change in priorities within investment cat-
egories after crisis.

Financial Planning Within Crisis Situation: A Case Study

Previously presented studies analysing financial behaviour was valid within “normal” situation without 
any problems, which comes to whole economies due to COVID - 19 pandemic from March 2020. Many 
enterprises in the Czech Republic had to be closed or limited due to anti - epidemic restriction provided by 
national government. FAPI research (2020), conducted on 90 sole proprietors and companies has shown 
that due to COVID - 19 situation were “closed” their business de jure 28%, de facto others had possibil-
ity to use alternative ways, how to deliver their services and products to customers (via social media, 
e - shops, etc.). Their profits decreased to 60%. In a line with that, those people tried to find some ways, 
how to survive in that situation as others. They used a costs reduction (38%), a close of establishments / 
offices (32%) and a reduction of business activities (29%). The main costs which they have to cover are 
rent, energies and lease payments. In words of financial planning those entrepreneurs stated, that they 
would have a reserve fund to cover 3 month cost (46%). In terms of future plans, 39% of respondents 
plan to invest in gaining new customers, expanding activities or expanding into new markets. This results 
and existing list of support were a starting point for finding a current research gap - to observe a change 
in behaviour in area of a financial planning and internal funds use in context of existing public support, 
which isn’t covered in previous studies (Pokorná, 2020).

The main focus of this interviews was to describe a change in planning behaviour during first wave 
of COVID - 19 situation and main motives to invest within changed conditions, which was in a line 
of study of Kaplan & Zingales (1997), Gupta et al. (2015) and Astanaqulov & Asatullayev (2020) in 
combination with age and experience of business owner McKenzie (2006). To acquire relevant informa-
tion in the field of companies and their activity in a financial decision making within crisis situation, a 
combination of primary and secondary research was needed (Zott et. al, 2011).

Methodology and Data Collection

The case study precedes complete field research conducted in the form of a questionnaire. Data was 
collected from the second half of 2020 to December 2020 by a combination of an online form and a 
personal interview of the team members. A total of 425 respondents had replied to the questionnaire 
as of December 28, 2020. Data was collected using a semi - structured interview and online form. The 
interviews were conducted by telephone when 66% of semi - structured interviews were conducted 
interviews were conducted by telephone. A total of 1,206 entrepreneurs were addressed and 425 entre-
preneurs attended the research, when 78.5% of answers to questions about numbers (qualitative evalu-
ation, descriptive variables) were obtained directly from entrepreneurs and 21.5% of responses were 
taken directly from the enterprise records. Of all the companies in the Czech Republic we were only 
interested in companies meeting the following conditions (quota selection by region in value of one per 
mile of companies per one region):

• Only Sole proprietor and Limited Liability Companies (Joint Stock Companies have a large turn-
over and a large share of GDP, but we are interested in the number of opinions).
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• Turnover min. CZK 1 (to eliminate inactive enterprises according Czech statistical office 
evaluation).

• The maximum number of employees being 249. This is due to the fact that managers are employed 
in large enterprises and therefore have no experience in setting up an enterprise.

A SPSS statistical package was used for data evaluation. A Cramer´s V coefficient was used to confirm 
significance between variables at α = 0.05. A bootstrapping was used to robust dataset. To obtain a main 
set of factors for financial planning within crisis situation, a factor analysis with VARIMAX rotation 
was applied, when Kaiser - Meyer - Olkin Measure of Sampling Adequacy was above 0.6.

Data Sample Description

The findings presented here are founded on the authors’ interpretation of in - depth interviews with 
enterprises managers. In this study, the sample consists from 425 respondents, who dedicated their 
time for the interview, based on phone call. One call lasts 20 to 30 minutes in average. The main group 
of respondents were men (74.2%). When we focused on their experience, the majority of them have an 
experience more than 20 years (30.9%), 11 to 20 years (19.5%), 4 to 10 years (21.4%) and the shortest 
experience - till 3 years (7.8%). This sample represents people with long business experience, so they 
have competencies to evaluate precisely the current situation. Those descriptive variables were found 
as statistically significant for evaluation of overall situation, when Cramer V coefficient = 0.745 and 
Sig. = 0.001

Main Results

Decision making and financial planning in financial management are closely related to the company’s 
survival in a globalized market and with competitiveness, which is specifically reflected in the continu-
ous process of the improvement of goods and services as well as financial processes and the economic 
potential evaluation of enterprises within crucial situation, especially crisis situation. At first, we obtained 
main motives to invest profit into company. According previous literature review, the main motive as 
availability of internal resources is the driver to reinvestment (Jensen, 1986; Table 5).

As significant were found 2 factors (1) payback period and (2) extra benefits. This approach with 
absolute first motive “extra benefits” extents a study of Alkaraan & Northcott (2006), who examined 
mostly the motive of payback period and financial ratios.

In the next step respondents answer the question about the amount of profit they reinvested back in 
examined period. To get easier information, they use a percentage share from their profit. As illustrated 
in the Table 6, the main group reinvests 60% and more, so we could confirm, that those companies prefer 
internal financial resources for their activities.

As confirmed by statistical tests, the change before 2 period and 2 nominal values aren’t significant 
in that moment. It is not surprise that the group of companies who reinvest more that 80% of its profit 
increased due to uncertain situation.

To extend a study of McKenzie (2006) we evaluated factors in relationship with business experience 
not related to current age of the business owner and factors were divided according steps, mentioned by 
Seisebaeva (2015; Table 7). Author added one group more, named “main motives” lead to investment 
before financial management within crisis situation was applied.
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This evaluation has shown that business experience isn’t playing a significant role within crisis situ-
ation as presented by COVID - 19 situation. The most significant factor, related to business experience 
was age (0.496, sig. 0.000) and other factors, supporting a growth of investments or anti - crisis activity 

had statistically significant tie, but the value of the coefficient was rather small (below 0.3). Finally, we 
provided a confirmatory factor analysis to evaluate a data sample to explain main factor groups, which 
have an influence on financial planning within crisis environment (Table 8). The data factor loading 
was 59.969% and we obtained 9 factor groups (Bartlett’s Test of Sphericity - Approx. Chi - Square 
1052.286, Sig. 0.000)

As presented in the table above, we have extracted nine factors. First factor group (F1) describes a 
company owner related to experience and age. This affects the second factor group (F2) when business 
owners have to decide about the changes in financial planning due to crisis situation and they are not able 
to invest according previous plans and they have to update the financial plan. Third factor group reveals 
their main motives such as extra benefits and payback period, because financial sources are limited within 
this period. Main focus in that period is to invest resources into company development to be sustainable 
(F4). Then education is often used (F5). Company development is supported by appropriate mixture of 
internal and external resources (F6). To continue in sustainable development a company needs to invest 
to the equipment and technologies (F7) but those projects seem to be financed from external resources, 
when F8 factors had shown dependence on interest rates and tax deductions. Finally, all the cycle will 

Table 5. Main Motives for Profit Re - Investments

Factor No Yes

Interest rate in bank 54.4% 45.6%

Payback period 17.5% 82.5%

Tax deductions 41.1% 58.9%

Extra benefits to yields 12.3% 87.7%

Competitive advantage 33.9% 66.1%

Financial ratios 29.8% 70.2%

Source: Own

Table 6. Change in the Investment Share

How much profit do you reinvest back to your enterprise? (in percentage 
share) Evaluation

Period 0% 20% 40% 60% 80% 100% Cramer V Sig.

B: During COVID - 19 9.4% 1.6% 7.8% 18.8% 34.4% 28.1% 0.096 0.480

A:Before COVID - 19 0.0% 10.5% 10.5% 26.3% 31.6% 21.1% 0.130 0.205

Difference B - A +9.4% - 8.6% - 2.7% - 7.5% +2.8% +7% 0.132 0.832

Source: Own
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differ when the decision will be made by man or woman business owner (F9) due to different risk per-
ception. This evaluation gave us a suggestion of decision - making process according following steps:

Step 1: The business owner evaluate the situation according its previous business experience, which is 
closely connected with life experience (age of respondent, F1)

Step 2: In this step the owner has to make a crucial decision, which segment in company have to be 
supported and which have to be reduced due to unstable situation. (Financial planning for sustain-
ability, F2).

Table 7. Bootstrapped Evaluation of Factors Influencing Financial Planning Related To Business Ex-
perience

Factor Cramer V Bias Std. Error Approx. Sig

Main motive: Interest rate in bank 0.092 0.025 0.041 0.311

Main motive: Payback period 0.072 0.030 0.042 0.536

Main motive: Tax deductions 0.111 0.020 0.040 0.157

Main motive: Extra benefits to yields 0.100 0.020 0.041 0.233

Main motive: Competitive advantage 0.152* 0.013 0.040 0.020

Main motive: Financial ratios 0.030 0.049 0.033 0.943

An amount of reinvestment in percentage share (Financial anti - crisis 
management) 0.141 0.000 0.000 0.046

Investment category: Marketing (Financial anti - crisis management) 0.146* 0.027 0.026 0.027

Investment category: Company development (Financial anti - crisis 
management) 0.093 0.040 0.025 0.759

Investment category: Human Resources (Financial anti - crisis 
management) 0.086 0.041 0.023 0.849

Investment category: Equipment and Technologies (Financial anti - 
crisis management) 0.122 0.035 0.023 0.209

Anti - crisis management: reserve fund 0.121* 0.024 0.025 0.029

Anti - crisis management: use of internal resources during crisis 0.119 0.037 0.022 0.253

Anti - crisis management: A ratio between external and internal 
financial resources 0.150 0.042 0.024 0.121

Financial planning: A change in priorities within investment categories 
after crisis 0.153* 0.025 0.023 0.003

Financial planning: A growth of support in selected investment 0.260* 0.016 0.025 0.004

Financial planning: A concrete percentage of growth of financial 
investment 0.120 0.044 0.022 0.428

Financial planning: Reduction of support in selected investment 0.144 0.028 0.029 0.340

Financial planning: A concrete percentage of reduction of financial 
investment 0.145 0.041 0.027 0.085

Descriptive variable: Gender 0.168* 0.015 0.045 0.008

Descriptive variable: Age 0.496* 0.003 0.022 0.000

Descriptive variable: Education 0.072 0.033 0.022 0.673

NOTE: Unless otherwise noted, bootstrap results are based on 488 stratified bootstrap samples.* significant at α = 0.05.
Source: Own
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Step 3: When decided, which segments are prioritized, the main indicators have to be set to create optimal 
financial scenarios, because of financial limits (Limited budget, indicators, F3).

Step 4: Within unstable business environment, such as crisis situation, COVID - 19 is necessary to 
survive the restrictions, so the owner focuses on company development to survive (F4).

Step 5: To be able to decide for sustainability, the education and knowledge is needed to make right 
decisions (F5).

Step 6: Each investments, planned in the step 4 need an appropriate mixture of company capital (F6).
Step 7: When first wave of crisis situation is overcoming, company could focus on technology and in-

novations (F7).
Step 8: Innovative projects are costly, so external resources are needed and owner have to think about 

advantage of the cheapest resources. (F8)
Step 9: The final project and the decision will differ according the gender of the owner (F9).

Table 8. Rotated Component Matrix

Factor / Loading F1 
8.280%

F2 
7.503%

F3 
7.221%

F4 
6.880%

F5 
6.327%

F6 
6.300%

F7 
6.034%

F8 
6.009%

F9 
5.414%

Descriptive variable: Experience 0.908

Descriptive variable: Age 0.894

Financial planning: A concrete 
percentage of growth of financial 
investment

0.813

Financial planning: A concrete 
percentage of reduction of financial 
investment

0.779

Main motive: Extra benefits to yields 0.743

Main motive: Payback period 0.626

Investment category: Company 
development (Financial anti - crisis 
management)

0.708

Descriptive variable: Education 0.715

Anti - crisis management: use of 
internal resources during crisis 0.745

Anti - crisis management: A ratio 
between external and internal financial 
resources

0.683

Investment category: Equipment and 
Technologies (Financial anti - crisis 
management)

0.816

Main motive: Interest rate in bank 0.724

Main motive: Tax deductions 0.717

Descriptive variable: Gender 0.783

Source: Own
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Hypotheses Evaluation

To evaluate all the hypotheses a statistical tests and models has been used. Firstly, we computed data 
distribution, according to each hypothesis criteria. Secondly, Cramer V tests were made, to establish 
which factors affect the final relationship between variables.

Hypothesis 1: Business experience has an influence on a financial management decision - a decision 
of structure of external and internal resources.

The relationship was examined in the table 7. Hypothesis one have to be rejected because the relation-
ship between business experience and indicator “a ratio between external and internal financial resources 
between external and internal financial resources” wasn’t confirmed, when the Cramer V test wasn’t 
found as significant (Cramer V = 0.150, sig. = 0.121). It means that this type of decision is connected 
with other factors, predominantly the age of respondents (Cramer V = 0.496, sig. = 0.000).

Hypothesis 2: Business experience has an influence on a change in priorities within investment cat-
egories after crisis.

The evaluation is based in analysis in the table 7. Hypothesis 2 have to be confirmed. (Cramer V = 
0.156, sig. = 0.005). There is a statistically significant tie between experience and prioritization in in-
vestment activities, but the value of coefficient is rather low. Nowadays, most of respondents is solving a 
company development within unstable business conditions. Unfortunately, the lack of internal resources 
stopped other investment projects to different segments.

SOLUTIONS AND RECOMMENDATIONS

This case study confirmed a knowledge from the study of McKenzie (2006), when factor analysis ex-
tracted as first factor a combination of an age and business experience. The factor analysis also suggested 
a crisis behaviour of business owners, so we are able to precise steps of financial management within 
crisis situation as suggested by Seisebaeva (2015). We summarized those actions to lead to sustainable 
financial planning according following 3 steps (Table 9).

Table 9. Updated Steps in Crisis Financial Management

Step Actions Named By 
Seisebaeva (2015) Actions Added (Based On The Case Study)

Financial anti - crisis management Prevention action Main motives for investment wasn’t included (Table 5) 
Investment limits wasn’t set (Table 6)

Anti - crisis management Activities for stability Concrete actions - a ratio between external and internal resources

Financial planning Actions for future 
development

Investment segments, priorities were added (Table 7), change 
management

Source: Own
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This could help in decision making in financial management. We recommend to evaluate main mo-
tives for investments at first. Following that, each business owner is able to make decision how much 
amount of profit will invest for the future (set the limit of internal resources). In the next step a mixture 
of available resources is set and a business owner is able to react to current unstable situation to change 
priorities to support sustainability of financial resources within crisis and change management principles 
and in some cases they behave as zombies (Blažková & Dvouletý, 2020).

FUTURE RESEARCH DIRECTIONS

The limitations of the study can be seen in the validation of results, where they describe the subjective 
opinion of each respondent. This choice was appropriate for the chosen research problem which was 
to identify different behavioural models for social groups support based on their socio - economic and 
sociocultural backgrounds (Alaslani & Collins, 2017). The future research will be expanding the existing 
knowledge about crisis financial management in combination with factor of public support, offered by 
national government during COVID - 19 restrictions.

CONCLUSION

Financial behaviour within uncertain situation as COVID - 19 pandemic had shown the significant change 
in financial behaviour in companies, when they prefer to trust internal resources and they reinvest to 
segments, which could help them to survive in that very hard situation. Some decisions could be affected 
by public support (especially in area of compensation bonuses for employees), but further research could 
confirm if those respondents combined just internal resources to survive uncertainty or they use public 
support. Unfortunately, the lack of internal resources stopped other investment activities.
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KEY TERMS AND DEFINITIONS

Business Survival: It is one of business objective. Business survival refers to keeping the business 
operating for a certain amount of time, especially when some crisis situation comes.
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External Financial Resources: A source of financing of business activity, which comes outside 
of business unit such as bank (loans, guaranties), friends, family, business angels, and public support 
(grants and subsidies).

Financial Planning: It is a process to achieve financial goals and planned amount of profit or finan-
cial ratios. This planning covers all activities and resources needed to manage all the financial process.

Financial Sustainability: It means selling a product or service at a price that not only cover expenses 
but also creates a profit. In the crisis situation it means to meet financial obligation within have other 
alterative possibilities to fund your activities (be able to be self-financed).

Internal Financial Resources: A source of financing of business activity, which comes from own 
profit, own capital or from selling own assets.

Investment: The role of investment is to generate the profit in the future. An investment is planned 
action for the long period. The investment could have different form (financial or nonfinancial assets).

Investment Segments: There are main investment types, or asset classes, that you can choose from, 
each with distinct characteristics, risks, and benefits. In this chapter they are closely connected with strategy 
goals as well as marketing, company development, human resources, and equipment and technologies.

Reinvestment: The act or practice of taking profits or other proceeds from investments and making 
other investments with them.
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ABSTRACT

Without being negative or cursing the flight of capitalism and technology, this chapter endeavors to record 
and analyze a few recent issues and their impact on human existence and suggests some simple measures 
that might restructure value-based consumption-production patterns to ensure livable conditions and 
sustainability for the seven billion people and the next generations on this beautiful planet Earth until 
the next ice age hits. Mankind is left with no alternative but rectifying the partially ‘corrupted’ portion 
of ‘mind-ware’ and reshaping the man-nature relationship for real survival and growth.

INTRODUCTION

Till date, homo - sapiens is a natural creature and hence, Man - Nature relationship is inseparable. If, 
in the next few decades designer babies are produced enemas in laboratories like currency notes and 
their life and living gets programmed by Artificial Intelligence; the issue of ‘Reimagining Man - Na-
ture relationship will become more complex provided, the mankind may reach up to that future with 
its present self - destructive activities. The human civilization is in deep trouble since the invention of 
steam - power as civilization is continuously threatened by three of its in - built frenemies i.e., ‘greed’, 
‘intelligence’, and ‘curiosity’ which is capable of transforming known and unknown natural resources 
into various tangible and intangible things. While, on the one hand, this intelligence and curiosity has 
minimized physical toil and drudgery; the greed has rapidly pushed the flora - fauna system to the verge 
of extinction on the other hand. The interplay of skewed perception of ‘growth and ‘development’ is 
continuously repositioning the mankind against the Laws of Nature because ever - inflating human Ego 
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has waged a war to exploit Nature’s last unit of resources and for taming its infinite forces to its ‘Greed’. 
The issue of “re - imagining man - nature relationship” has arisen as global concern because mankind 
is experiencing unbearable pressure and discomfort in its efforts for peaceful sustenance. In the frantic 
pursuit of wealth creation; not only the man - nature relationship is becoming extremely vitiated but also 
its social and emotional relationship is in regular jeopardy.

Mathematics, though basically based on postulates, establish that ‘minus into minus results into plus.’ 
A philosophical interpretation might be when someone achieves a ‘positive’ thing; one has to accept 
two in - built ‘negatives’ and that too, in a multiplied form. Strangely, Mathematics to manoeuvrability, 
physics to philosophy, physicality to spirituality all function with the objective of providing ‘betterment 
of life and living for mankind.’

Some leading scientists have perceived the human mind like ‘software’ embedded in ‘hardware’ of 
physique existing within a given Natural ecosystem. The ‘software’ is getting progressively ‘corrupted’ 
due to greed - based acts and risking its own hardware resulting from ‘Egocentricism.’ Without being 
negative or cursing the flight of Capitalism and Technology, this paper endeavours to record and analyse 
few recent issues and its impact on human existence and suggests some simple measures that might 
re - structure value - based consumption - production pattern to ensure liveable conditions and sustain-
ability for the 7 billion people and the next generations on this beautiful planet Earth until next ice - age 
hits. Mankind is left with no alternative but rectifying partially ‘corrupted’ portion of ‘mind - ware’ and 
re - shaping the man - nature relationship for real survival and growth.

BACKGROUND

Geoffrey Garver and Peter G. Brown point out “The global economy today is overwhelming the ability 
of the earth to maintain life’s abundance (Brown & Garver, 2009). We are getting something terribly 
wrong (Donnelley, 2009).” The teachings of Mahatma Gandhi are becoming repeatedly highlighted in 
the context of latest report of international NGO Oxfam that raised accusing fingers to the developed 
countries in the perspective of imminent environmental catastrophe. The report came out almost on the 
same day when the United Nations initiated international conference to rectify the ‘wrongs’ caused to 
the global environment on 2nd December, 2019 in Madrid, Spain for initiating immediate and collective 
steps. Oxfam reveals that around 20 million people are displaced in the last decade following sudden and 
violent change in the environment. Such displacement is seven times higher than the people displaced 
due to volcanic eruption, earthquakes or frequent ethnic frictions in various parts of the world. One 
person is being displaced in every two seconds either due to Hurricane - cyclone or wild - fire condi-
tions anywhere in the world. Bitterly criticizing the role played by the First World, the report says that 
they have not extended any helping hands to rescue the poor nations neither have they made any fund 
provisions to meet their exigencies. It further said that the rich nations rather added fuel to the fire and 
the poor nations paid heavy price for the same. The Secretary General of the UN, Mr. Antonio Gutteres, 
in his inaugural speech of the Conference said, “When the human civilization is facing extinction due 
to climate change, there is no option left to the mankind to choose between ‘hope’ and ‘surrender’.” 
He expressed his deep anguish as the people are continuously surrendering to the ‘bad habits’ at large 
being oblivious to the catastrophic climatic change. While, Ms. Nancy Pellosi, the Speaker of the US 
House of Representative, said that the world should not lose confidence on US though, Mr. Donald 
Trump had decided to walk out of Paris Accord recently. The glaring contradiction is while Ms. Pellosi 
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is expressing hope; the State Secretary of the US recently declared that incremental global pollution 
would fetch ‘huge financial gains’ to their country and that withdrawal of the US from the Accord was 
a well - thought - out strategy in the interest of the nation.

The human history of development has been driven by ‘endless desires and ‘consumption’ that led to 
complex economic relationships and interactions. The present precarious condition is direct by - product 
of reckless desires for convenience in material living over the centuries. Ruined Roman, Mayan, and 
Easter Island civilizations are glaring historical examples (Brown & Garver, 2009).

Right Relationship with the Ecosystem: The fundamental values of any relationship are perceived 
as (1) Respect (2) Trust (3) Care and (4) Dedication, which are repeatedly, advocated by the world’s 
major religious and spiritual traditions for maintaining “right relationship” with anything existing on 
the Earth pointing out to the universally respected moral principles of the Golden Rule. The questions 
as to what the relationship be maintained and why it is so important to maintain such relationship; the 
graffiti becomes loud and clear - with Nature and for Living and Growing peacefully. The glorification 
of ‘consumerism’ by the capitalistic system undermines the primary values like ‘respect’ and ‘care’ and 
continuously fan the ‘Ego’(show off) and ‘Greed’(demanding more of everything without knowing the 
purpose of desire) among the people to break the phenomenon of ‘Common - Wealth.’ Over concentration 
of capacity of utilizing the natural resources for reaping huge wealth has poisoned the global environment 
to that extent that even the richest people now cannot escape its disastrous effects.

Australia: Growth for Whom and at Whose Cost

The 24 - hour rolling PM 2.5 averages at Bradfield Highway. Liverpool and Katoomba in Sydney were 
582, 453, and 263 microgram/cubic meter, respectively, on 10th December; according to New South 
Wales government website. Authorities warned people with respiratory conditions, or heart problems, 
to stay indoors.

[Reported by TNN to AGENCIES, Times of India, 11th December, 2019]
Though 65 countries, including many of the European Union (EU) nations - France, Germany, Italy 

and UK - figured in the list of the nations which will work together on ‘net zero emissions’ by 2050, 
they hardly account for 37% of the global emissions. Pursuing all the countries to keep aside their cur-
rent political differences and to find common consensus on the climatic issue, Guterres warned that the 
failure to operationalize Article 6 would undermine overall climate efforts and hence; the rule is com-
pulsory for all. It is good to listen but what if, some powerful countries simply ignore the rules? The US 
has already opted out of the Paris Agreement without an iota of regret for flouting the rules framed by 
the international community for protecting the climate. ‘Greta Thunberg is absolutely right in pointing 
out that the young people are bearing the brunt of leaders’ failures. The adults have signed them onto 
suicide pact by proxy” (Bisht, 2009).
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MAIN FOCUS OF THE CHAPTER

Part I: Building Highways of Mass Destruction

Scene I

However, the legitimacy of the Swedish teenager Greta Thunberg’s movement gets critically underpinned 
by the mining extractions of coal from the last and biggest coal mine of the world situated at Botswana 
in Africa continent. Coincidentally, the extraction of this national wealth will start from the same day 
when Greta would raise her voice through BBC ‘Today’ program. The geophysics scientists had located 
the largest stock of coal in 1960s but it remained untouched till now because, the population of Botswana 
is only 2.3 million in 2019 and the export infrastructure of the country is underdeveloped. However, the 
situation will change very soon. Botswana administration is at seventh heaven perceiving the enormous 
stock of ‘black diamond’ and its imminent astronomical dividends. Augmenting GDP to the extent by 
selling and exporting coal will be the easiest way for the country. The Government knows well that the 
business of exporting coal to the South Africa would expand to a number of countries shortly. An as-
sessment of the stock of coal was made in 2012 reveals that the stock is around 2850 crores of tons and 
it stands to be the highest among five large coal mines in other countries of the world. Surprisingly, only 
one small coal mine was being used to meet the demand of electricity of the country by the government 
till last year. Now a good number of multinational companies have assembled there to extract coal in a 
huge way side - lining the national government altogether. Consequently, the annually extracted stock of 
five lakh tons of coal will now exceed 12 lakh tons per annum. Further that few big players are waiting in 
disguise to enter into the mining business in Botswana. Under the condition it may easily be understood 
as to what would be the disastrous scenario when all the miners would exploit the coal stock jointly.

The global environmentalists stand horrified thinking of the future of African environment as well 
as the imminent calamity for the world at large. They understand well that if they fail to hold the global 
warming at the 1.50 Celsius, it may go more than 3.50 Celsius by the end of the 21 century which will 
result in widespread catastrophe. Burning of the quantum of coal from Botswana mines will upload 
extra 8400 tons of carbon - di - oxide in the environment and cause perennial physical and mental suf-
ferings for the people globally. The coal procuring country is, of course, South Africa because of its 
fast - depleting oil stock. Botswana needs foreign currency and South Africa is compelled to keep its 
industries running through adequate electricity supply. The ‘comparative advantage’ theory is serving 
the economic interest of the duo without having iota of respect for the environment issues. A leading 
policymaker of Botswana, protecting the emerging reckless mining activities commented that the rich 
nations had continuously exploited the natural resources for achieving magnificent economic well - being 
without caring for the environmental issues, and when a poor nation like Botswana was working hard for 
betterment, the rich nations and the environmentalists’ criticism held no legitimacy. Greta Thunberg’s 
war against polluters seems to be extremely difficult and it looks like David is throwing small pebbles 
to stop the atrocities of roaring Goliaths.

Scene II

In its April 2019 issue, the world - renowned magazine National Geography published a spine - chilling 
research paper titled ‘This is the world’s most destructive oil operation - and it’s growing’. The paper 
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detailed the quantum of sinful activities committed to the Mother Earth and the mankind as such in the 
name of Economic Development (Taft, 2017). Alberta Tar Sands, the largest industrial project located 
in western Canada. This oil extracting industry has consciously attempted to reversing the man - nature 
relationship to that extent that the surrounding forests, rivers, wetlands, and lakes have become polluted 
and contaminated and permeating its heating effects globally through ‘ripple effect’. In this case, ‘the 
chain of refineries and waste materials spread out from it, affect ‘as far west as China and as far south 
as Texas.’ The environmental experts observed that the surface of the earth is stripped of all animal or 
plant habitats around life - giving 168 km long Athabaska river (Brown & Garver, 2009).

The disturbed ecological hazard has also affected the social relationships among the people of the 
area. Huge migration of workers in the sites has resulted in steep crime rates. The big cities like Calgary, 
Fort McMurray, Edmonton and Fort Chipewyan are witnessing abnormally rising cost of living, prosti-
tution and homelessness. Further that human trafficking, drug peddling and addiction, reckless alcohol 
consumption and highway accidents along with widespread depression, frustration, xenophobia and 
rigors of shift work are also increasing which is permeating a deep sense of insecurity and uncertainty 
within the community.

India: Ostrich - Head in Sand

Deadly nitrous oxide has attained 123% and carbon dioxide levels are higher than that was before four 
lakh years and situation is getting worse; a responsible minister’s declaration in the Lower House leave 
the whole world clueless. The statement came at the time when Conference for climate control is un-
dergoing in Madrid. Any sensible man knows that Aerosol is polluting the air, water, vegetation and 
anything and everything and causing irreversible mutation in organic ecosystem, such comments really 
stunned every Indian being vulnerable to range of sickness and untimely and painful death following 
Greenhouse gases. In the year 2018, the government of India transferred the 64% of accumulated fund 
of National Green Tribunal, which was kept exclusively to augment atmospheric quality and which was 
non - transferable by force of law, to make up the deficit of GST for the year. This single act of the GOI 
shows the seriousness of the system in attaining the quality of life of its citizens.

Lost Fundamental Right to Breathe - in Fresh Air

Only on 25th of November, 2019, the two judges bench (comprising of Justice Arun Mishra and Justice 
Deepak Gupta) of the Supreme Court had harshly told the government to ‘opt for killing the citizens of 
Delhi - NCR region by bombing than to kill them in the gas chamber.’ and ‘if the government was inca-
pable of fixing the ‘wrongs’ within ten days they would hold no right to be on their designated posts.’ 
All the capital cities and even C class cities in India are facing Air Quality Index ranging from 256 to 
494, which is well past disastrous AQI level of 200 on most of the days in winter. It is well known fact 
that a physician can treat a disease when the patient accepts the truth and undergoes proper diagnostic 
process. First and foremost, thing is to ‘accepting’ the ailing atmospheric conditions and initiating seri-
ous operation against it. For the last forty years innumerable rounds of national and international talks 
and agreements have taken place internationally but the non - acceptance of seriousness of the pollution 
and its impact on health and life has kept on distorting the way of living. Rampant consumerism and the 
emission of CO2 are increasing regularly. The adverse man - nature relationship can be easily reversed 
provided the mankind resorts to ‘common - sense’ and ‘austerity’ immediately. ‘But in the world where 
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the rich countries are busy in negotiating to buy and sell Greenland, wildfire of Amazon forest is viewed 
as commercially beneficial issue, respiratory troubles take a backseat behind glittering firecracker 
shows; talking about saving the climate and thus planet Earth religiously is a ridiculous issue.’ Hence, 
the desperate Meenakshi Reddy Mahadevan who lives in Delhi writes ‘Get out of Mumbai, see that you 
do, the sea is coming for me and you. Get out of Bengaluru I’d recommend, before the water comes to 
an end. Move to Goa? It’s pretty dire, you might end up dead in garbage fire; so, get out? Why bother? 
Just choose your tomb” (Madhavan, 2007).

However, Prakash Javadekar’s statement is in total contrast with Global Burden of Disease Study 
2017, titled “Impact of air pollution on deaths, disease burden and life expectancy across the states of 
India”. These studies clearly found that incremental polluting elements is linked to deaths and its shorter 
life spans too. The study was funded by Bill & Melinda Gates Foundation and Indian Council of Medical 
Research - that exclusively comes under the Union Ministry of Health and Family Welfare.

Children in Delhi Smoke 10 Cigarettes A Day Just by Breathing

The study said: 1•24 million deaths in India in 2017, which were 12•5% of the total deaths, were at-
tributable to air pollution, including 0•67 million from ambient particulate matter pollution and 0•48 
million from household air pollution (Rampal, 2019).

However, writing the eulogy for PM on 4th December, 2019, the same Prakash Javadekar writes, “The 
central government has launched National Clean Air Programme (NCAP) as a long term, time - bound, 
national level strategy with targets to achieve 20%, to 30% reduction in PM 10 and PM 2.5 concentra-
tion by 2024.”

The minister accepted that the Centre had allocated Rs. 3,175 crores for 2019 - 20 to fund pollution 
control activities Rs. 10 crores each to 210 assorted cities in India. When the very minister in charge is 
in dilemma about his statements and commitments, it is quite understandable to what extent the action 
would be and how much amount would be utilized to control pollution and human activities in the com-
ing five years. When such a massive budget is allocated for the very purpose, does ‘All is well’ approach 
of the minister hold any merit?

As of now, the man - nature relationship at its worse and heading to worst, faster than estimation, 
exposing 7 billion people on Earth to passive euthanasia primarily due to man - made conditions itself.

Part II: Disconnect Dysfunction, Failure, and Hope

After Great Recession, political economy has been showing particular inclination towards ‘growth 
economy.’ The political leaders and the policy makers are in fierce competition in exploiting natural 
resources to attaining growth parameters like GDP, GNP, FDI investment etc. to accumulate more and 
more wealth than their competitors. The most logical questions as to what mankind needs and how will 
it be achieved and to what extent have lost in thin air in the rat - race of monetary value - addition. This 
has led to pervasive disconnect with the nature, communities, societies and individuals and dysfunction 
of the well - defined and well - designed natural and man - made systems. Amassing ‘peso’ (wealth) at 
the cost of ‘peace’ (social stability) has failed a large number of economies worldwide although, such 
happens in disguise.

Even few decades back, atmospheric calamity was perceived the dynamism of nature however, 
gradually the international community realized that flood, famine, wild - fire, hunger, rising oceanic 
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levels, a range of devastating diseases are mostly man - made fallouts. In this blitzkrieg of global growth 
economy, poverty and death from hunger have grown manifolds. Recently, the Secretary General of the 
UN, Antonio Guteres has alerted that not less than thirty million people are facing acute starvation in 
the wake of 2021 AD. Around 2.6 million people have lost their lives due to Covid19 but the death by 
starvation may surpass the number beyond imagination. In spite of that, the 21st century has witnessed 
overproduction of food grains, 69 crore people are facing food shortages and 8 crore people are suffer-
ing from acute hunger. In both the cases, food - shortage was not the cause of such starvation rather, 
the decision about the procurement and proper distribution of food articles by the policy makers were 
major reasons. Guteres alerted critically that the famine and starvation was created artificially thereby 
pushing a large section of people to starvation.

When can death by starvation be a negligible issue? History speaks when Winston Churchill retrieved 
million tons of food grains from India to feed the World War II soldiers or Mao Je Dong deployed red 
army to annihilate the rightists in China. The incidents proved that when the conflict takes at a larger scale 
in the society, the food security gets neglected. The UN report reveals that all the 36 countries which are 
facing acute starvation, involved in long drawn wars and civil wars. The countries like Sudan, Yemen, 
Congo, and Afghanistan are the foremost ones that are passing through worst wars, internal conflicts 
and destabilization. Hunger has posed a greatest menace in the region. A vicious cycle of conflict for 
food - shortage and food - shortage leading to conflict is going on endlessly over there whereas world 
is witnessing glut in food grains and allied products.

India is no exception. The country, already being ethnically and religiously fragmented for ages, went 
on blindly copying the western way of life and economic model thereby endangering its social texture 
as well as its economic harmony. Although; India’s most of the major religious texts emphasize upon 
‘austerity’ as a normal way of life and respect the ‘Mother Nature’ in their every activity thereby con-
necting their sacred relationship with nature, the teachings and traditions gradually drifted away from 
practice and mostly turned to ‘ritualistic’ following tremendous bombardment of western thoughts and 
capitalistic persuasion for materialistic way of life. Resultant permeation of tacit competition, egocen-
tricism and belittling age - old socio - religious values not only disconnected individuals within their 
respective societies but also skewed their mass behaviour to ignore and disrespect the Nature. Right from 
their dressing, eating, living and behaving sense got altogether changed and to manifest their ‘progres-
siveness’ and ‘modernity’ most of the Indians opted to ignore, ridicule and look down those age - old 
teachings and practices that defined the ‘spirit of India’.

Politicians and the policy makers of India, being grossly influenced by the western models of ‘growth’ 
often hold short - term view, limited to their working tenure mostly of five - year terms. Although they 
know that the industries and companies to work for longer periods and most of the times their technology 
and huge capital investment result in long - term harm to the climate and make the societies more and 
more vulnerable and dysfunctional; they fear to bring fundamental changes in the policies, technological 
innovations and in the production system because that may adversely affect their political career forever. 
They are, in unison with the mega industries and mammoth corporate houses, promote consumerism 
in view of their ‘personal gains’ as well as to manifest the country’s phenomenal economic growth to 
impress the western world for attracting more and more international debts, assistance and investments 
without an iota of care for its adverse impact on the consumption - production pattern of this poor country.

Consumer - culture tremendously abhors philosophies where continuous fulfilment of desires is con-
sidered to be the central constituent of a sinful life. Hence, people, to their detriment, develop a culture 
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in which consumption is regarded as the end in itself and ethics that present other worthwhile ends are 
out rightly discarded. Here lies the crux of partially ‘corrupt’ mind - wire.

Where People Fail

Peter Kahn, psychology professor, University of Washington undertook landmark research on man - nature 
relationships observes “I first began to recognize the problem of environmental generational amnesia. 
How could these kids not know it?” (Matei, 2017)

Similarly, it was largely hailed by the press and the academics, but its specific proposals to change 
consumption patterns received ‘only scant attention.’ The proposal on mainly focused on the ‘measures 
such as eco - labelling, assessing the full life - cycle of products, reducing wasteful packaging of materials, 
and encouraging recycling at the consumer level. In spite of that the intension of the proposal was noble, 
it failed to make any visible impact because environmental policy seriously accepted that the consumers’ 
desires were immutable even when the destructive consequences of fulfilling them were undeniable.

“Or perhaps the problem of over - consumption is considered simply intractable.” Elaborating the 
dreadful account of reckless consumption pattern, the author writes “The strain placed upon energy 
resources as a result of this increased activity is unsustainable at this rate. Every day the worldwide 
economy burns an amount of energy the planet required 10,000 days to create, while twenty - seven 
years’ worth of stored solar energy is burned (Hawken, 1992). When the environmental effects of the 
industrial economy are measured on a per capita basis, the picture appears even bleaker. The average 
American consumer “produces twice his weight per day in household, hazardous, and industrial waste, 
and an additional half - ton per week when gaseous wastes such as carbon dioxide are included. Every 
American consumes about 36 pounds of resources a week, while 2,000 pounds of resources are discarded 
to support that consumption’ (Bourdeau, 2004).

Decidedly, the perceptions of capitalistic consumerism, political economy and technological blitzkrieg 
has distorted the man - nature relationship to that extent that it may take five decades of strong collective 
commitment and conscious efforts to re - establish the natural relationship with the nature henceforth. 
The individual commitment of cutting down carbon footprint will reshape their behaviour and restore 
the requisite respect for the nature. Criticizing the capitalistic system or restraining technology will not 
work anymore because both the elements are hard facts and have added wings to the productive efforts 
of mankind for a long time and working for regularly opening up new opportunities to earn livelihood. 
However, frenetic use of technology, which is perceived to be the greatest reason for re - shaping human 
behaviour and drifting away man from nature to make their lives complicated and mechanical, the same 
technological wave in its finest form, would relieve the mankind from thousands of miseries enabling 
them to enjoy the elixir of natural life with everlasting possibilities of sustainability. The world, at the 
threshold of 2020 - 2030 decade, is bound to fall in love with such disruptive and innovative technology 
that would facilitate the mankind to embrace Nature again passionately for pleasure and peace.

HOPE: Full Circle

Mixed Reality or MR, propagated by the Tesseract and Imaginate companies, highlighting the fusion 
of AR and VR technologies announces its imminent appearance which will nullify the idea of AI based 
hologram companion Joi that would establish relationship with Ryan Gosling in 2049. The MR enabled 
cross - device communication over wearable VR and AR would work for better collaboration in the 
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industrial sector. Similarly, the innovators in Southampton have developed a device that can display 
3D animated objects which can talk and interact with the curious audience. World’s first AI - powered 
news anchor is successfully working as human anchor in Xinhua News Agency in China. DataGrid 
Incorporation of Japan is using generative adversarial networks (GANs) that generate full - size images 
of non - existent persons with high resolutions through AI technology.

Bill Gates’ promoted Heliogen Company has invented a technology by using solar power that would 
replace fossil fuels with carbon - free, ultra - high temperature. The company uses large field of mir-
rors that works as a multi - acre magnifying glass for concentrating sunlight. The technology will be 
commercially available in 2020 and would dramatically reduce the carbon emission to negligible level.

A French firm called Ciel et Terre, has set up solar roadways in Netherlands which remains laminated 
throughout the nights without any help of electricity. To reduce land use ‘Floating Solar’ projects have 
been set up in France, England, Japan, India and California as pilot projects and finding it remarkably 
successful, the company is going to place it in various parts of the world on commercial basis (D’Monte, 
2019).

Mutual trust, which is becoming progressively rare element in the society, can not only be restored 
but also augmented through IOT and humanoid robots to the extent. A survey undertaken by Oracle in 
September 2017 showed that people at workplace trusts the robots more than their human managers. The 
study, indicates that the workers in India (78%) and China (77%) and have trusted AI based managers 
much more than their counterpart in France (32%) and Japan (29%). The perception about robot manag-
ers is that they provide un - biased information, maintains flawless work schedules and perform much 
better tasks than the human managers. Surprisingly, in India and China such believers figure almost 90% 
that indicates there is serious lack of trust in the society.

The days are closer than expected when the solar power - driven satellites would process the sunlight 
and directly supply power to the all the industries, corporate houses and devices at a dirt - cheap price 
and with zero - emission. Entrepreneurs like Elon Musk are putting their wealth and intelligence to 
make the world a better place where people are closer to nature being assisted by greener technology.

Gaining popularity of moneyless economy is going to facilitate Bit - coin and various forms of Crypto 
- currencies would eliminate huge note printing machineries and raw - materials of paper currencies 
thereby eliminating huge carbon footprint from the global economic system (Gupta, 2020).

Quick Response codes will incrementally be used for payments, and IOT will set to dominate payment 
channels, though the pace of adoption of 5G by the emerging economies like India which will mitigate 
carbon emission to the extent.

Further, at home, the scientists at the Indian Institute of Chemical Biology (CSIR - IICB) and the 
Institute of Genomics and Integrative Biology (IGIB) and are closer to find the technique that would 
rectify genetic mutations in their laboratories using CRISPR Cas9 with remarkable preliminary results. 
Once the CRISPR Cas9 is commercially launched, it would not only snip out more than 90% of all 
genetic diseases but also eliminate the mammoth carbon emitting medicine manufacturing industries 
thereby leading to eliminating production of medicine packaging accessories.

Big Data and Data mining are most modern factors of production that are carrying out the uncontrol-
lable carbon emitting tangible goods to virtual goods and services enabling the climate on Earth more 
and more clean and sustainable.

The glimpses of emerging technologies raise high hopes that the technology, which caused disinte-
gration and dysfunction of socio - economic life, will restore and redefine the man - nature relationship 
with new paradigms.
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SOLUTIONS AND RECOMMENDATIONS

From 80:20 to 20:80

When Petteri Taalas, Secretary - General of the World Meteorological Organization; in his opening 
speech on 2nd December, 2019, reveals at COP25 that “Global warming continues… has risen by 
about 1.1°C… the ocean has warmed by half a degree.” Consequently, “220 million people suffered 
from heat - waves last year. Now we have more than 800 million people suffering from lack of food,” a 
spine - chilling sense of imminent destruction is perceived in 80% of Growth and 20% of Development 
of ongoing formula of the world economic system.

Similarly, the COP25 President and Chile’s Environment Minister Carolina Schmidt warned that 
“This conference must change the course of action. National commitments are necessary but not suf-
ficient.” Without any lapse of time and shunning the political blame - game because the bush burning 
in Australia will ultimately cause mutation in global flora fauna system and the whole mankind will 
suffer its consequences.

Gandhian Approach - The Ultimate Panacea for Mankind

It is a pleasing coincidence that the world is celebrating 150th anniversary of Mahatma Gandhi, and 
world renowned ‘Nature’ magazine as well as apolitical COP25 in Madrid, Spain at the threshold of 
2020. Mahatma Gandhi had never visited USA in his lifetime but highest number of his statues is there 
across US than anywhere else in the world. This shows his greatness impact of his teachings that an 
ultra - materialistic country like US tacitly agrees with. The Hippie culture and movement propagated 
by John Lennon in 1960s was a warning against ‘madding consumerism’ and ‘crony capitalism’ which 
polluted the idealism of ‘simple living and harmony’ thereby causing immense harm to natural man - 
nature relationship.

Mahatma was not an environmentalist and throughout his writings and speeches he never uttered the 
word ‘environment protection’ or ‘ecological imbalance’ rather he always advocated for “Tena Tyak-
tena Bhunjeeta”, (The literal meaning appears to be enjoying with a sense of renunciation to blissfully 
support oneself from His permeated bounties) Gandhiji had so much respect and dedication for nature 
that he established huge Sabarmati Ashram in such eco - friendly manner that British architect Laurie 
Baker had incessantly cried by observing the simplicity and utility of the design and sensing the mental 
make - up of Bapu and had commented that he was not capable of adapting such elegant way of natural 
living. Gandhi therefore, always called for limiting wants and desires so that the consumers’ stress on 
nature could be mitigated. Super ordinariness of the London returns barrister and his most natural life-
style made Mahatma an extra - ordinary man for all times to come.

In an interview with IDR, Vance G Martin, the president of the WILD Foundation, revealed the im-
portance of people - and culture - based models of development and emphasized the need to mobilize 
people to reverse climate breakdown. Replying to a question as to what mistakes India made in adopting 
‘development model’; Van said that “there’s a Western paradigm of development that I believe ‘modern’ 
India has accepted. What happens then?”

Dams silt up quickly because they are not accompanied by a biodiversity conservation program. 
Biodiversity supports life. Corruption for money (and / or power), and influence. Corruption exists 
everywhere and it is the number one issue with bad development.” Cautioning that, standing against the 
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system status - quo sometimes bring the fate of Martin Luther King Jr, John Lennon, or Mahatma Gandhi, 
he asked to connect people to create an effective shield against the powerful rulers with vested interests.

FUTURE RESEARCH DIRECTIONS

• AR, VR and MR technology can reduce the use of polythene/polypropylene to the extent of ninety 
per cent.

• Community housing and group living may drastically cut the building of sky - scrappers and ram-
pant use of use of cement, concrete and vinyl paints etc.

• Combination of Nanotechnology and natural sources of energy can mitigate the use of hydrocar-
bon to the extent.

• Extensive and planned community forestry may bring down the environmental temperature in the 
surrounding areas by 5%.

CONCLUSION

We need relationships. Things live, die, evolve, and everything is connected. Economic development 
requires systemic or holistic thinking. And where do we get this thinking? We get it from looking at 
nature. Things live, die, evolve, and everything is connected. I observe wilderness because it helps me 
understand how to priorities relationships. We know where that ends up! Suggestion of simple solution 
to save mankind from catastrophe is:

1.  Reduce personal consumption by half to reduce personal carbon footprint
2.  Learn and promote use of finer technologies relating to natural sources of energy
3.  Connect people and promote non - violent ways of politics, social interaction and co - operation
4.  Teach the generations to be naturally innovative and respect and care for Nature on each count
5.  Teach the generations to live dignified life of simplicity

The desperate voice and concern reflected during COP25 in Madrid generates much hope and con-
fidence that the world leaders and communities understand that science and technology is just a tool for 
making life peaceful and sustainable and not an end in itself. Concerted global efforts sans politics would 
minimize consumerism and thus mad exploitation of natural resources resulting into global warming 
and related catastrophe. Whether by compulsion or by self - propelled movements; general conscience 
and austerity will surely re - establish man - nature relationship with new understanding of ‘Common - 
wealth of Life’ and passive euthanasia of 7 billion people will prove to be just a myth by 2030.
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KEY TERMS AND DEFINITIONS

Carbon Footprint: It is the sum amount of all the greenhouse gases including carbon - di - oxide 
and methane emitted by a person or a company or any action in a year.

Ego-Centricity: When people are unable to understand the other’s perspective. This may happen due 
to innate nature of due to recklessness. Sometimes people can’t differentiate self and other problems.

Frenemies: A wolf in sheep’s clothing. A person pretends to be as your friend but actually he may 
harm you in future.

Greed: Mankind is becoming more and more materialistic. There is no limit of wants and desires of 
people. They are ready to harness the nature to any limit to fulfil their desires.

Laws of Nature: Nature supports human being only if humans support the nature. If human beings 
do not follow the rules of nature, we have to see so many unorthodox changes in nature which may not 
be favourable to human beings.

Mass Extinction: If any living organism or species do not follow the laws of nature may lead to the 
mass extinction of that organism.

Restructure: The healing of nature is need of hour. The mankind has to think to restructure those 
all alterations done to nature.
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ABSTRACT

Sustainopreneurship (innovation and entrepreneurship for sustainability) may be a concept that has 
risen from the prior concepts ecopreneurship and social entrepreneurship through sustainability en-
trepreneurship. The concept implies to utilize creative business organizing to unravel issues related to 
sustainability to make environmental and social sustainability a vital purpose and objective while at 
the same time respecting the boundaries set in order to preserve the life support frameworks within the 
process. In other words, it could be a “business with a cause” where the world issues are turned into 
business openings by arrangement of sustainability innovations.

INTRODUCTION

Sustainopreneurship (innovation and entrepreneurship for sustainability) may be a concept that has risen 
from the prior concepts ecopreneurship and social entrepreneurship, through sustainability entrepreneur-
ship. The concept implies to utilize creative business organizing to unravel issues related to sustainability 
to make environmental and social sustainability as a vital purpose and objective, at the same time re-
specting the boundaries set in order to preserve the life support frameworks within the process. In other 
words, it could be a “business with a cause” - where the world issues are turned into business openings 
by arrangement of sustainability innovations.

Social entrepreneurship is an approach by entrepreneurs or start - up companies, groups, or individu-
als, in which they implement, fund and develop solutions to environmental, cultural, or social issues 
(PBS Foundation, 2021). This concept may be connected to a wide range of organizations, which vary 
in beliefs, aims, and size (Dees, 2001). For - profit entrepreneurs ordinarily measure performance us-
ing business measurements like increases in stock prices, revenues and profit. Social entrepreneurs, in 
any case, are either non - profits, or they mix for - profit objectives with creating a positive “return to 
society”. In this manner, they use diverse measurements. Social entrepreneurship regularly endeavours 
to advance wide environmental, cultural, and social objectives frequently related with the voluntary sec-
tor (Thompson, 2002) in zones such as community development, health care, and poverty alleviation.

Sustainopreneurship
Rahul Verma

Delhi University, India
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At times, profit - making social ventures may be set up to back the cultural or social objectives of 
the organization but not as a conclusion in themselves. For case, an organization that points to supply 
employment and housing to the homeless may operate an eatery, both to provide employment and to 
raise money for the homeless. In the 2010 social entrepreneurship was encouraged by the use of the web, 
especially social media websites and social networking. These websites empower social entrepreneurs 
to reach various individuals who aren’t topographically near however who share the same objectives 
and energize them to collaborate online, learn about the issues, spread data about the group’s activi-
ties and events, and raise funds through crowd funding. In recent years, analysts are calling for a better 
understanding of the environment in which social ventures operate, and social entrepreneurship exists 
(De - Bruin & Teasdale, 2019). This will assist them define better strategy and assist accomplish their 
twofold bottom line goal (Purkayastha et al., 2020; Bloom & Dees, 2008).

Ecopreneurship could a term coined to represent the method of standards of entrepreneurship being 
connected to form businesses that operate sustainably or solve environmental problems. The term started 
to be broadly utilized within the 1990’s, and it is otherwise alluded to as “environmental entrepreneur-
ship.” Within the book Merging Economic and Environmental Concerns Through Ecopreneurship, 
composed by Gwyn Schuyler in 1998, ecopreneurs are characterized as follows: In spite of the fact that 
ecopreneurship activities can span a wide range of issues from food waste to recycling to ocean pollu-
tion, they tend to take after reoccurring environmental principles such as triple bottom line accounting, 
cradle to cradle product design, systems thinking, etc.

BACKGROUND

The definition first presented in a conference article in 2006 (Abrahamsson, 2006):

• Deployment of sustainability innovations: Innovation and Entrepreneurship for sustainability.
• Short for sustainability intra / entre - preneurship.
• To centre on one or more (sustainability / social / world - related) problem (s), identify / find and / 

or design a solution to the problem (s) and bring the innovation to the market by making a produc-
tive organization. With the (modern alt. profound change of an ancient) mission / cause - oriented 
sustainability business adding social / economical / ecological gains and values, with a predisposi-
tion towards the intangible - through re - socialization / dematerialization. The value included at 
the same time enhancing, restoring and / or ultimately preserving the basic utilized capital stock, 
in order to preserve the capacity to satisfy the wants of present and coming eras of stakeholders.

The business world has been assigned as a head force for making a sustainable world (Hart, 2005; 
Prahalad, 2004), particularly when acting as a source of creativity and innovation - e. g. as Robinson 
puts it (Robinson, 2004): In expansion to joining over areas, sustainability must also be co - ordinated 
over interests or sectors. It is evident that governments alone have neither the capability nor the will to 
achieve sustainability on their own. The private division, as the chief engine of economic activity on 
the planet, and a major source for entrepreneurship, innovation and creativity, must be included in at-
tempting to accomplish sustainability.

Sustainopreneurship could be a candidate to be the complementing figure to allow indeed more 
use to powers rising from world of business activities to contribute to sustainability. The concept of 

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



97

Sustainopreneurship


Sustainopreneurship was to begin with presented as a term in 2000 (Schaltegger, 2000) where it was 
overwhelmingly related to the proactive change management approaches related with process adjustment 
with expanded regard to the environment. The phenomenon created with publications in 2003 (Hock-
erts, 2003; Gerlach, 2003a; Gerlach, 2003b), and further advanced and was probably characterized in 
2006 by Anders Abrahamsson (Abrahamsson, 2006). This conditional definition was observationally 
tested in his Master thesis (Abrahamsson, 2007a), where the enactive research process (Johannisson, 
2002; Johannisson, 2005) affirmed that the definition stood the test differentiating it towards the auto 
- ethnographical empirical material. A paper to ascertain future research challenges was made past this 
in 2007 (Abrahamsson, 2007b), and created further with a book chapter published in September 2008 
(Abrahamsson, 2008).

In common, the entrepreneurial talk has opened up to move past an entirely economic phenomenon, 
instead of being seen fundamentally as a social process at large (Steyaert & Katz, 2004). Going before 
the conceptual arrangement were two traces of eco - preneurship and social entrepreneurship, managing 
basically with the ecological and social dimensions of sustainability. Essential affiliations with social 
entrepreneurship have too been setting up charities and not - for - profit venturing to innovatively solve 
and address social issues, though ecopreneurship has been fundamentally centered on understanding 
environmental issues (Gerlach, 2003b).

Both these traces of conceptual improvement are taken past, integrate and merge into the proposed 
conceptual build at hand, where distinctions are made from both of these concepts - sustainopreneurial 
forms taking place organizationally through for - profit organizing, but not with profit as its fundamental 
driving force. Sustainopreneurial venturing is done in an encompassing way that meets both social and 
ecological challenges at the same time with respect to both process and purpose.

MAIN FOCUS OF THE CHAPTER

Three Main Dimensions

The definition of Sustainopreneurship has to be highlighted by three recognizing dimensions with all 
three being at the same time present within the applied (inter) action it reflects. The first is situated 
towards “why” - its motive and purpose. The second and third are replicating two “how” - allied dimen-
sions - its procedure.

1.  Sustainopreneurship Consciously Sets Out To Create And / Or Find Innovations to Solve Sustainability 
- Related Problems

The cognizant mission that guides the activity, particularly within the beginning ‘preneurial’ stage 
before venturing forms and formalizes into an institutionalized business entity, is to intentionally discover 
innovative and practical solutions to problems related to the sustainability plan. This is the main key to 
recognize this category of entrepreneurial behaviour and activity named Sustainopreneurship from non 
- specific entrepreneurial action: the cause - oriented intention that places the driving - force, purpose 
and core motive of the business exercises. To further grasp and identify what is implied by sustainability 
issues, central sources within the worldwide sustainable development talk are recognized, which direct 
us to what is implied operationally and practically by sustainability in activity. The result of assorted 
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sources are summarized in this list of “sustainability - related issues”, decided by the political action 
plan reported in Agenda 21 (UN, 1992a), the Millennium Declaration characterizing the Millennium 
Development Goals (UN, 2000), both concurred at the Millennium Summit in New York 2000, and 
the WSSD Plan of Implementation chosen upon at the World Summit on Sustainable Development in 
Johannesburg 2002 (UN, 2002b). This list, synthesized and derived from these sources, lines up areas 
with related values to create, goals to reach, and problems to solve:

• Poverty
• Sanitation and Water
• Health
• Illiteracy / Education
• Sustainable consumption and production patterns
• Energy systems and climate change
• Chemicals
• Urbanization
• Land use, biological diversity, and ecosystems
• Utilization of sea resources
• Agriculture and food
• Trade justice
• Good governance, democracy, and social stability
• Security and peace

2.  Sustainopreneurship Means to Get Solutions to the Market through Creative Organizing

The line - up over could make one effortlessly discouraged. But then again, a vital approach to main-
tain and acquire when this list of sustainability - related difficulties is collected and then well - thought 
- out to escape dropping into despair and disempowerment. It is of core significance to take the plan as 
entrepreneurial challenges - to see resistance as a resource, obstacles as opportunities, and problems as 
possibilities, whatever the nature of the resistance. If the solution is created by creativity, it is similarly 
critical to take it to the market in an innovative and creative way. The market is utilized as well, not society 
basically, since it implies business foundation - a sustainability business that still knows its role and place 
in the holarchy specified earlier. Getting something to the market at the same time gets it to society and 
our shared physical environment. There’s nothing that actually varies from the general entrepreneurial 
depiction contributed to, in this dimension, but this comes normal since Sustainopreneurship may be a 
conceptual development and extension on or after the social sensation so - called entrepreneurship, and 
as a result accede to one of its professed important dimensions, “entrepreneurship as creative organiz-
ing” (Johannisson, 2005).

3.  Sustainopreneurship in Process Adds Sustainability Value with Respect for Life Support Systems

The mindfulness that the (economic) market is an implanted sub - framework in the “socio - sphere” 
that’s in turn a portion of the ‘bio - sphere’ is made unequivocal. This mindfulness self - evidently and 
naturally makes the sustainopreneurial team maximize harmony with life support systems within the 
process. With pride and joy the epitome of the nonexclusive definition of “sustainable development” 

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



99

Sustainopreneurship


lives in business venturing. In brief - living the nonexclusive definition of sustainable development as 
characterized by WCED (UN, 1987), with regard to the requirements of future and present stakeholders, 
keeping the holistic world - view and making it direct everyday (inter) action.

SOLUTIONS AND RECOMMENDATIONS

It has been recommended, in spite of the fact that, to keep the research connected, to recognize institutional 
barriers and obstacles, and how to overcome them; i.e. encouraging components for Sustainopreneurship, 
researching imminent approaches, enablers and tools. Suitable domains and areas for Sustainopreneurship 
connected are recommended to be processed. Research strategies recommended are Enactive Research 
(Johannisson, 2002; Johannisson, 2005) and Open Space Technology, since they include instant value 
among stakeholders, and in themselves actually builds fields where Sustainopreneurship proliferates and 
evolves. For progress, past these “how” - related pointers, the key is to single out “the huge questions”, 
getting answers through collaborative, collective conversation and dialogue, with an unequivocal interac-
tion and results orientation. Topics and Issues have been outlined and formulated, where it is of striking 
significance with an deliberation to pull authentic forces possibly hearing this call of investigating the 
phenomenon further, with the reason to breakdown the degrees of partition in between the stakeholders 
of the sustainopreneurial concept - in applied interaction, reflective practice and idea to create collabora-
tive and collective intelligence for a more profound understanding of the concept. An affiliation with 
this purpose is in its interim stages, Association of Enactive Research, Education, and Application for 
Sustainopreneurship (Interim) or AEREAS (I).

FUTURE RESEARCH DIRECTIONS

Given its recent date, there’s a need for future research, as said over (Abrahamsson, 2007b; Abrahams-
son, 2008). Fundamental discoveries here are that conceptually, a more profound examination is required 
to be conducted with a detailed and nuanced framework and taxonomy made of sustainability innova-
tions, the centre of Sustainopreneurship, essentially by categorizing and cataloguing case stories. It is 
furthermore desirable to create a further comprehensive depiction to re - count sustainopreneurship to 
further perceptions in the broader, general awareness - sphere of the “business case of sustainability”, 
within the modern - day superfluity of “buzz - words”, acronyms, methods, and approaches that by this 
time subsists - and in this circumstance too to encourage why this conception improves value.

CONCLUSION

Sustainability vs. Sustainable Entrepreneurship

With these dimensions clarified and distinctions made a common conceptual lack of clarity or vagueness 
ought to be addressed, where a solid need to recognize clearly between Sustainability vs. Sustainable 
entrepreneurship is distinguished. From this point of view, a really vital refinement with the concept 
shaped is claimed - sustainability entrepreneurship as within the concept Sustainopreneurship; the use 
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of entrepreneurial action in a decided activity introduction towards tackling a sustainability - related is-
sue with (creative) business organizing as a means to solve the issue (s) - business with a cause: to turn 
business movement from a portion of the issue to a portion of the solution. Sustainable entrepreneurship 
is just a nonexclusive entrepreneurial process that takes into thought the boundaries set by sustainabil-
ity, and doesn’t address where to and why, the aim, the purpose or the destination of the venture. The 
key aim and the business idea in itself aren’t related to sustainability per se, sustainability just being a 
“connection” to the entrepreneurial process. The second and third dimensions are spoken to, but not the 
first. Sustainability entrepreneurship, in contrast, takes as its root of presence and key point to unravel 
a sustainability - related issue. This implies that all three dimensions are at the same time present: to 
require a sustainability innovation to the market through inventive organizing with regard for life - sup-
porting frameworks within the process.
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ABSTRACT

Literature on university quality systems and teaching performance measurement addresses only tangen-
tially the neutrality of measurement instruments in relation to the different teaching methodologies. This 
chapter explores this issue posing the following question: Should we use identical assessment instruments 
on teachers who apply different teaching methodologies? The authors attempt to answer this question 
by focusing the debate on the two most widespread methodological approaches in the university: the 
behaviourist and the constructivist. The study addresses this task from the perspective of measurement 
instruments with behavioural episodes. The authors present two instruments to assess teaching per-
formance: one aimed at evaluating teachers who use behaviourist approaches and the other aimed at 
assessing teachers who apply constructivist approaches. The work reveals divergences between the two 
questionnaires addressing the importance of using different teaching appraisal instruments to measure, 
responsibly, the performance of teachers who apply different teaching methodologies.
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INTRODUCTION

Quality Systems in University Management

Quality has become a key concept in modern societies. Any organized activity can be optimized, and 
this optimization occurs thanks to the implementation of control systems. These systems audit the ef-
fectiveness, functionality, and reliability of the activity being evaluated and this, by definition, is the 
basis for preserving and improving quality in any context.

Today, quality systems are implemented in all relevant areas of society: production processes, ag-
riculture, food industry, government programs, health systems, urban development, logistics, etc. (De 
- La - Orden, 2009). No space of action remains outside these processes of control and, of course, the 
field of university management is not an exception.

Management of university organizations has experienced significant changes in the last few years, 
and this has also had implications for the administration of their quality systems (Restrepo - Abondano, 
2008). Ruiz - Carrascosa (2000) points out that the importance of the university as a key service in 
society beside the substantial investment of funds that it requires - whether this funding is public or pri-
vate - intensifies concerns about the monitoring of its quality. In the same line, Sierra - Sánchez (2012) 
suggests that quality control has become one of the greatest challenges for a responsible management 
in the university of the 21st century.

However, measuring quality of the intangible, as in the case of higher education institutions, is not 
an easy task. The concept of quality in the university context is a complex issue that is undoubtedly de-
termined by the confluence of different factors. These elements, which configure the concept of quality, 
extend from the attention of the service staff to the soundness of the curricula; including the facilities, 
or the offer of social activities in the institution (Resino - Blázquez et al., 2013; Veciana - Vergés & 
Capelleras - I - Segura, 2004). The following studies show the variety of variables that can be considered 
when measuring this manifold concept.

Gil - Edo et al. (1999), in their study on quality models in public universities, highlight seven com-
ponents: Technical Dimension of Teaching Staff, Functional Dimension of Teaching Staff, Accessibility 
and Academic Structure, Attention of Service Staff, Tangible Aspect of the Facilities, Visible Aspect or 
Appearance of the Staff, and Complementary Services (catering, reprography, etc.).

Along the same lines, Veciana - Vergés et al. (2004) highlight the importance of four relevant aspects 
when defining quality in the university environment: Attitude and Competence of the Teaching Staff, 
Curricular Contents, Technical Equipment and Facilities, and Organizational Efficiency in the Institution.

Resino - Blázquez et al. (2013), in their research on quality indicators that condition student satisfac-
tion, highlight three dimensions: Facilities and Resources (library services, transport, etc.), Academic 
Aspects (teaching staff, reputation, etc.), and Social Aspects (sports activities, exchange programs, etc.).

Similarly, the study by Alvarado - Lagunas et al. (2016) on quality in universities from the student’s 
point of view, addresses the existence of four critical aspects: Physical Infrastructure, Teaching Staff, 
Teaching Resources, and Student’s Development.

Finally, Álvarez - Rojo et al. (1999), based on discussion groups with professors, indicate that univer-
sity quality is defined by the interaction of four variables: Teaching Skills, Teaching Attitude, Structural 
and Social Conditions (administrative processes, job opportunities, group size, etc.), and the Manage-
ment of the Typical Dilemmas in the University Context (research vs. teaching, innovation vs. inertia).
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Sustainable Development, Responsible Social 
Entrepreneurship, and University

The comprehension of the universities’ impact to sustainable development requires consideration of the 
different aspects that affect universities’ behavior, such as organizational management, non - financial 
regulation, the external environment, or the entrepreneurship responsibilities in its social setting (Pizzi et 
al., 2020). The contribution of these issues to the discussion surrounding the Sustainable Development 
Goals (SDGs) (United Nations, 2015) and their impact for quality systems in university management has 
grown exponentially giving rise also to the concept of social entrepreneurship (Kivarina et al., 2020).

In this sense, in the last years, these 2 issues have been analyzed in works such as those of Abdelnaeim 
& El - Bassiouny (2020), Cervello - Royo et al. (2020), Nor - Aishah et al. (2020), Aquino et al. (2018), 
Cave et al. (1997), or Guthrie & Neumann (2007).

Abdelnaeim & El - Bassiouny (2020) analyze the relationship between entrepreneurial cognitive 
scripts and sustainability orientation, to understand whether entrepreneurial cognitive scripts act as a 
driver toward sustainability developments. The study by Cervello - Royo et al. (2020) aims to identify 
the combinations of the economic and sustainable development factors that may be related to opportu-
nity - driven entrepreneurship. Nor - Aishah et al. (2020) delve into the effect of entrepreneurship on 
the economic, environmental, and social aspects of organizational sustainable performance; increasing 
concern in the field of social entrepreneurship. The work by Aquino et al. (2018) explores responsible 
and sustainable management practices considering management alternative approaches and innovative 
holistic strategies for a sustainable development in the community. Finally, there are also studies on 
the impact and consequences of applying financial, or non - financial, performance indicators for the 
sustainable measurement of university quality, especially when it comes to public universities (Cave et 
al., 1997; Guthrie & Neumann, 2007).

BACKGROUND

Focusing on the higher education context, when it comes to measuring the concept of quality in the uni-
versity, there is an element that is ubiquitous and on which all the authors agree. That is the performance 
of the teaching staff. The performance of teaching staff is not only recurring element and cornerstone 
in any research in this area, but it is also an aspect that sometimes overlaps with the concept of quality 
itself in its broadest sense.

The Performance of Teaching Staff

Many authors agree in placing the start of teaching effectiveness measurement systems in the studies 
carried out by Remmers (Adams & Umbach, 2012), at Purdue University in Indiana (USA), during the 
1920s (Remmers, 1928).

Since then, literature on teaching performance in university organizations has addressed a wide 
variety of topics. These include instruments’ validity and reliability (Marsh, 1982), questionnaires’ 
dimensionality (Lemos et al., 2011), surveys’ careless responding (Meade & Craig, 2012), low rates of 
student participation (Stanny & Arruda, 2017), or the development of specific appraisal instruments for 
distance learning modalities (Bangert, 2006).
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However, while the academic community has dealt with topics such as those mentioned above, it 
seems to ignore the issue of the indifference of teaching assessment instruments to different teaching 
methodologies.

Moore (2006) emphasizes the importance of teaching methodologies in measuring teaching perfor-
mance and even Kember & Wong (2000) highlight the need to consider the form of instruction, applied 
by the teacher, when designing questionnaires. However, authors’ literature review reveals the absence 
of works presenting differentiated instruments to evaluate teaching performance according to the method 
of instruction.

The Different Teaching Methodologies

Whilst we can identify multiple methodological approaches in the teaching - learning processes, Sobrino 
- Morrás (2011) points out the existence of three main streams: The Cognitive, The Behaviorist and the 
Constructivist. The first is an approach in which the focus is on understanding learning processes, in 
general, and on cognitive processes in particular (assimilation of information, problem solving, think-
ing, language or concept generation) (Piaget, 1981). Nevertheless, the other 2 streams are the ones that 
stand out from the rest of methodologies.

The behaviorist approach, originally promoted by Watson (1970), focuses on knowledge, content, 
skills, and measurable learning. In this, the student has a secondary role, being the teacher the main 
source of knowledge and the one responsible for taking decisions in the learning process.

Meanwhile, the constructivist movement, which has Vygotskiĭ (1978) as its main forerunner, focuses 
on the active role of the student during learning; learning which is generated from experiences, interpre-
tation of reality and integration of multiple perspectives in collaboration with others.

For behaviorism, knowledge is an external element that must be transferred to the student. Therefore, 
the act of teaching focuses on the manipulation of handbooks or exercises, with the purpose of transmit-
ting knowledge to the student in a cumulative way. On the contrary, constructivism postulates that the 
student can construct knowledge. Consequently, the act of teaching must focus on helping the student 
to generate personal meanings from his or her own experiences.

These 2 approaches, depending on the author, received different denominations. Although one of 
the most repeated categorizations is that which speaks of teaching - centered approaches and learning - 
centered approaches (Kember, 1997; Pegalajar - Palomino, 2016; Samuelowicz & Bain, 2001), there are 
also others. Regardless of the name, its essence is the same and its nature is antagonistic. The first one, 
mainly passive, focused on the teacher and the teaching process. The second, definitely active, focused 
on the student and the learning flows.

MAIN FOCUS OF THE CHAPTER

Despite the antagonistic nature of the behaviorist and constructivist approaches, the systems used to 
measure teaching performance ignore these differences, using identical instruments for both teaching 
methodologies.

The present work delves into the issue of the non - differentiation of measurement instruments for 
different methodologies. The authors explore this issue posing the following question: Should we use 
identical assessment instruments on teachers who apply different teaching methodologies? Alternatively, 
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expressed in another way: Does it make sense to use identical appraisal questionnaires for teachers who 
use different teaching approaches?

The authors attempt to answer these questions by focusing the debate on the 2 most widespread 
methodological approaches in the university context. On the one hand, the behaviorist methodology 
and, on the other, the constructivist approach.

The study addresses this task from the perspective of teaching assessment instruments with Behavioral 
Anchored Rating Scales (BARS). The work developed by the authors describes the construction of 2 
questionnaires to measure the performance of teaching staff. One aimed at evaluating the performance 
of teachers who use behaviorist approaches. The other aimed to assess the performance of teachers who 
apply constructivist methodologies. The comparison of both instruments provides a good approximation 
to answer the questions raised by the authors.

Table 1. Main Features of Behaviorist and Constructivist Approaches

Behaviourist Approach Constructivist Approach

Samuelowicz & 
Bain (1992)

It focuses on teaching and providing information to the 
student.

It focuses on helping students to develop their own 
experiences.

It focuses on transmitting knowledge and content to the 
student.

It focuses on supporting and motivating students to 
create their own knowledge.

Kember (1997)
It focuses on providing information to the student. It focuses on facilitating students’ understanding.

It focuses on transmitting knowledge to the student in a 
structured way.

It focuses on achieving an intellectual development in 
the student.

Samuelowicz & 
Bain (2001)

Teacher - student relationship based on unidirectional 
interactions.

Teacher - student relationship based on 2 - way 
dialogue.

Content built externally and contextualized within the 
framework of the course.

Content built in a personalized and contextualized in 
professional scenarios.

Martinez - Geijo 
(2008)

Teacher: exposes, explains, maintains order, asks questions, 
corrects, examines, and evaluates.

Teacher: facilitates the expression of ideas for 
confrontation with other points of view.

Content is taught using a variety of handbooks and 
exercises.

Content is learned based on problems detected, 
considering the student’s background.

Hernandez 
- Pina & 
Maquilón - 
Sanchez (2010)

Student has a passive role, being the focus of interest in the 
content.

Student has an active role, being the focus of interest 
on learning achievements.

Teacher transfers knowledge to the student in an organized 
and structured way.

Teacher generates spaces of professionalization 
with the purpose of making the student think like a 
professional.

Pegalajar - 
Palomino (2016)

Student perceives that teacher controls the course content 
and facilitates its organisation and understanding.

Student perceives that teacher understands the 
knowledge as something agreed between teacher and 
student.

Teacher is positioned as a competent manager within the 
learning process.

Student is positioned as an autonomous, responsible, 
and active learner within the learning process.

Homero - 
Orozco et al. 
(2018)

It focuses on the contents of handbooks presented by the 
teacher.

It focuses on problem solving and development of 
problem - solving activities.

Knowledge is built from a selection of what has been 
produced by scientific research.

Knowledge is built from the management of the 
problems posed.

Source: Own elaboration
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Methodology

The 2 measurement instruments, following the recommendations for the construction of Behavioral 
Anchored Rating Scales (BARS) (Dickinson & Zellinger, 1980), are designed with the participation 
of teachers and students. 15 teachers and 974 students from Rey Juan Carlos University (from now on 
URJC) - a medium - sized Spanish university located in Madrid - took part in the study.

The Behavioral Anchored Rating Scales (BARS) method takes the different teaching categories, 
gathering, for each one of them, behavioral episodes. Behavioral episodes that, after being screening and 
categorized through different stages, serve to form the anchor points in the final measurement instru-
ment. Based on this method, the authors, following the proposal of Matosas-Lopez et al. (2019), use a 
construction process with seven different stages:

Step 1. Description of Teaching Categories: In the first stage, a panel of faculty members (n = 5) 
make a brief description of the 10 categories of teaching being considered. These categories are 
those measured by URJC in its faculty appraisal processes. The categories are: Course Introduc-
tion, Evaluation System Description, Time Management, General Availability, Organizational 
Coherence, Assessment Implementation, Dealing with Doubts, Explicative Capacity, Follow - Up 
Easiness, and Overall Satisfaction.

Step 2. Compilation of Behavioral Episodes: During the second stage, a group of post - graduate 
students (n = 25) provide behavioral episodes (efficient and inefficient) in teaching. This task is 
developed through a series of semi - structured group interviews coordinated by the researchers.

Step 3. Screening Of Behavioral Examples: In the third stage, a second panel of faculty members (n 
= 5) review all behavioral episodes collected during the previous stage. Here faculty members pro-
ceed to discard those episodes that are ambiguous or redundant before moving on to the next stage.

Step 4. Relocation of Behavioral Episodes: During the fourth stage, a second group of students (n = 
70) relocate the remaining behavioral episodes into the 10 teaching categories above indicated. 
Those episodes that are not correctly relocated by at least 80% of the participants in the teaching 
category, for which they were formulated, are discarded (Bernardin, 1977).

Step 5. Clustering Of Behavioral Episodes Into Subcategories: In the fifth stage, a third panel of faculty 
members (n = 5) take the behavioral episodes that have fallen into each category and proceed to 
regroup them into subcategories with common aspects. These subcategories are called Core Behav-
ioral Aspects (CBAs) (Matosas, 2018). At this stage, the behavioral episodes are synthesized in 40 
Core Behavioral Aspects (CBAs) subcategories (4 Core Behavioral Aspects (CBAs) per category).

Step 6. Dual Evaluation of Behavioral Episodes: During the sixth stage, a third group of students (n 
= 879) tackle a dual evaluation process. To undertake this evaluation, students take as reference 
the performance of one of their professors during the previous term.

The tasks to be undertaken by the student are 2: (a) dichotomous evaluation of the Core Behavioral 
Aspects (CBAs) of each category in terms of “Fulfilled” or “Not fulfilled”, and (b) rating of a statement 
of each category on a scale from “1 - Strongly disagree” to “5 - Strongly agree”.

The first task in this dual evaluation generates different combinations of Core Behavioral Aspects 
(CBAs), some of them fulfilled and some of them not. The second task reflects the numerical score that 
would be attached to each combination of Core Behavioral Aspects (CBAs), according to the student’s 
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perspective. This dual evaluation makes it possible to determine the combination of Core Behavioral 
Aspects (CBAs) that the student links to each level of performance on a scale from 1 to 5.

Before undertaking the 2 tasks previously described, the participants answer a first question to indicate 
the teaching methodology used by the professor whose work they are going to evaluate. In this question, 
the participants find 2 alternatives designed according to the features identified in the literature (Homero 
- Orozco et al., 2018; Martínez - Geijo, 2008; Samuelowicz & Bain, 2001) for the approaches under 
examination. In this question, participants must indicate which sequence of statements best describes 
the way in which the teacher, taken as reference, address the course. Option A represents the use of a 
behaviorist approach, while option B indicates the application of a constructivist approach.

Option A: Classes are usually a monologue by the teacher / Classes focus on the contents of handbooks 
/ Contents are not contextualized in professional scenarios / Teacher exposes, maintains order, asks 
questions, corrects, and evaluates.

Option B: Classes allow for a dialogue between teacher and group / Classes focus on problem - solving 
and developing activities to solve them / Contents are contextualized in professional scenarios / 
Teacher facilitates the expression of different ideas and points of view.

Once the dual evaluation described above is completed, researchers proceed to calculate the mean 
and Standard Deviation (SD) of the Core Behavioral Aspects (CBAs) combinations in each category. 
The mean value identifies the point on the scale that the combination could occupy in the final instru-
ment, while Standard Deviation (SD) describes the degree of agreement among raters in placing the 
combination of Core Behavioral Aspects (CBAs) at the point indicated by the mean.

Step 7. Generation of the Final Scale: The information gathered in the previous stage on the type 
of approach used by the teacher (Option A for behaviorist approach / Option B for constructivist 
approach) allows the data obtained to be used independently. This makes it possible to generate 2 
separate scales, one for evaluating the performance of teachers who apply behaviorist methodolo-
gies and the other for those who maintain a constructivist approach.

The researchers generate the final scales using the combinations of surviving Core Behavioral Aspects 
(CBAs) as anchor points. The combinations of Core Behavioral Aspects (CBAs) are assigned to each 
interval according to the mean value obtained in the previous step. Consequently, each combination of 
Core Behavioral Aspects (CBAs) falls into a particular class interval. Likewise, when more than one 
combination of Core Behavioral Aspects (CBAs) falls in a given interval, the choice is made by taking 
the combination with the lowest Standard Deviation (SD).

Each of the 2 instruments generated consist of 10 questions - or items - to evaluate the 10 teaching 
categories covered. In addition, each question presents 5 anchor points represented by a single or com-
bination of Core Behavioral Aspects (CBAs). Each anchor point therefore refers to an action or set of 
actions that unequivocally describe teacher’s performance in the context of its category.

Both instruments are included in Appendices 1 (Assessment instrument for teachers who apply behav-
iorist methodologies) and 2 (Assessment instrument for teachers who apply constructivist methodologies).
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SOLUTIONS AND RECOMMENDATIONS

Even though the scales of both instruments start from the same set of behavioral episodes (sharing 
stages 1 to 5 during the instrument construction), the “teaching approach question” (Option A / Option 
B), introduced in stage 6, splits the data to generate 2 independent instruments. The first questionnaire, 
designed to measure the performance of teachers who apply behavioral approaches, is constructed from 
the responses of the 470 students who indicate option A in the “teaching approach question”. The second 
questionnaire, created to assess the performance of teachers who use constructivist approaches, is designed 
based on the answers of the 409 students who selected option B in the “teaching approach question”.

The observation and comparison of both questionnaires reveal the existence of substantial differ-
ences between them. Of the 50 anchor points (5 per question or item) used to create the scales of each 
instrument, 28 differ depending on whether it is a questionnaire or another. Likewise, none of the 10 
questions has the same grouping of Core Behavioral Aspects (CBAs) in the 5 anchor points of its scale 
in both instruments.

The scales of the items Evaluation System Description, Organizational Coherence, Explicative Ca-
pacity, and Overall Satisfaction are the ones that show more coincidences in both questionnaires. On 
the contrary, the questions on General Availability and Dealing with Doubts, in which 4 of the 5 anchor 
points are different, are the ones that show the greatest divergence between the 2 instruments.

Table 3 shows the detail of the coincidences and divergences detected between the 2 questionnaires 
in each of the 5 anchor points of the scale for each question. It shows us that only in the fifth anchor 
point exists a total coincidence between the 2 instruments. In this last point of the scale, which denotes 
the maximum level of teaching performance, all the students, in both teaching approaches, agreed in 
determining that the maximum level of effectiveness is reached when the teacher satisfactorily fulfils 
all the Core Behavioral Aspects (CBAs) stated in the question.

Table 2. Coincidences / Divergences in the Anchor Points between the 2 Instruments

Questions Or Teaching Categories No. Of Coincident Anchor Points On The 
Scale

No. Of Divergent Anchor Points On The 
Scale

Course Introduction 2 3

Evaluation System Description 3 2

Time Management 2 3

General Availability 1 4

Organisational Coherence 3 2

Assessment Implementation 2 3

Dealing With Doubts 1 4

Explicative Capacity 3 2

Follow - Up Easiness 2 3

Overall Satisfaction 3 2

Total 22 28

Source: Own Elaboration

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



110

Quality Systems for a Responsible Management in the University
 

In contrast, the midpoints of the scale - the third and fourth anchor points - are the ones that show 
the greatest divergence. In the third point, only the item Course Introduction presents the same group-
ing of Core Behavioral Aspects (CBAs) in both instruments. In the fourth point, a single coincidence is 
observed for the Organizational Coherence item.

The content’s examination of the Core Behavioral Aspects (CBAs) that constitute the different anchor 
points in the 10 items of both questionnaires also yields interesting results. Some of them are presented 
below:

• Assessment Instrument for Teachers who Apply Behaviorist Methodologies: In the instru-
ment for behaviorist approaches, the scale generated for the question Course Introduction shows 
in its first anchor point, that the basic level of performance expected by the students is linked to 
the provision of an adequate bibliography to follow the course (Appendix 1). This finding, in line 
with previous research (Martínez - Geijo, 2008; Samuelowicz & Bain, 2001), corroborates the 
importance given in behaviorist methodologies to the external construction of knowledge through 
the use of handbooks and exercises.

In addition, other points of interest are also observed in this instrument. The Organizational Coher-
ence item is an example of this. In this item, the first anchor point is represented by a situation of non 
- fulfillment of all the Core Behavioral Aspects (CBAs) contemplated in the question. Consequently, 
the minimum level of performance appears in the second point and is represented by the Core Behav-
ioral Aspect (CBA): “Teacher respects the chronological plan of contents designed for every week” 
(Appendix 1). This fact, in accordance with various authors (Hernandez - Pina & Maquilón - Sánchez, 
2010; Kember, 1997), reiterates the importance of an adequate structure of the course and its contents.

• Assessment Instrument for Teachers who Apply Constructivist Methodologies: Unlike what 
happens in the Course Introduction item in the behaviorist instrument, in the constructivist ques-

Table 3. Matrix of Coincidences / Divergences per Question and Anchor Point between the 2 Instruments

Questions Or Teaching Categories
Coincidences Between The 2 Instruments

Anchor 
Point 1

Anchor 
Point 2

Anchor 
Point 3

Anchor 
Point 4

Anchor 
Point 5

Course Introduction No No Yes No Yes

Evaluation System Description Yes Yes No No Yes

Time Management Yes No No No Yes

General Availability No No No No Yes

Organisational Coherence Yes No No Yes Yes

Assessment Implementation Yes No No No Yes

Dealing With Doubts No No No No Yes

Explicative Capacity Yes Yes No No Yes

Follow - Up Easiness Yes No No No Yes

Overall Satisfaction Yes Yes No No Yes

Source: Own Elaboration
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tionnaire the minimum level of performance is not linked to the presentation of the bibliographic 
materials, but to a relevant exposition of the course in academic and professional terms (Appendix 
2). This finding is consistent with previous studies, which highlight the importance of framing 
the learning in the professional context in which the competencies acquired will be applied in the 
future (Hernandez - Pina & Maquilón - Sánchez, 2010; Samuelowicz & Bain, 2001).

The constructivist instrument also reflects other significant details. The anchor points that define the 
minimum efficiency in the items Dealing with Doubts and Follow - Up Easiness are a good example 
of this (Appendix 2). In the question Dealing with Doubts the first anchor point is represented by the 
Core Behavioral Aspect (CBA): “Teacher generates a suitable atmosphere that encourages students to 
formulate doubts or share opinions”. Similarly, the item Follow - Up Easiness, in which the first anchor 
point is represented by a situation of non - fulfillment of all the Core Behavioral Aspects (CBAs), the 
minimum level of performance appears in the anchor point. This anchor is represented by the Core 
Behavioral Aspect (CBA): “Teacher encourages student to participate in the course in different ways 
(class work, class queries, online discussion forums…)”. Both examples emphasize the concepts of sup-
port, motivation, participation, and dialogue, which have been repeatedly highlighted in the literature 
on constructivist approaches by different authors (Martínez - Geijo, 2008; Pegalajar - Palomino, 2016; 
Samuelowicz & Bain, 1992, 2001).

CONCLUSION

The instruments designed for the 2 teaching methodologies differ substantially from each other. The 
differences between the 2 questionnaires are evident, in the order and grouping of the behavioral epi-
sodes in every anchor point. The results show the alignment between the content of the Core Behavioral 
Aspects (CBAs) used in the different anchor points and several of the typical features of behaviorist and 
constructivist approaches presented in the previous literature (Martínez - Geijo, 2008; Samuelowicz & 
Bain, 2001).

Thus, for example, in the questionnaire designed to evaluate the performance of teachers who use 
behaviorist methodologies, it is observed that students think it is essential that the teacher provide a 
bibliography with the handbooks necessary to follow the course. In this instrument it is also reflected 
how the student taught under these methodologies considers of critical importance the planning and 
chronological organization of the course contents.

Similarly, in the questionnaire constructed for teachers aligned with constructivist approaches, it is 
evident the relevance given to the subject contextualization within the professional field for which the 
student is being prepared. Likewise, in this second instrument, the importance of aspects such as dia-
logue, motivation, or student participation in debates is also highlighted.

Divergences between the 2 questionnaires are evident, not only in terms of the behavioral episodes 
to be evaluated but also in terms of the importance given to them in each approach. However, the qual-
ity systems, used so far, irresponsibly ignore the fact that teachers’ performance in different teaching 
approaches should be assessing by applying different measurement instruments.

This situation is especially important if we consider that the instruments used to measure the perfor-
mance of teaching staff, besides being an essential part of the quality systems applied in the management 
of university organizations (Ruiz - Carrascosa, 2005), are also one of the indicators on which depends the 
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promotion of teaching staff. In light of the above, it does not seem responsible to assess the effectiveness 
of teachers who apply antagonistic methodologies using identical instruments.

If we take into consideration, the aforementioned example of the item Course Introduction is not 
reasonable to give the same value to the provision of bibliographical references in teachers who use a 
behaviorist methodology as for teachers who use a constructivist approach. In the first one, the biblio-
graphic contents are indispensable in the construction of knowledge. In the second, as knowledge is built 
through the development of experiences and the confrontation of different points of view, these materials 
are merely accessory. Consequently, it would be irresponsible and unfair to evaluate the performance of 
a constructivist teacher based on the exploitation of bibliographical materials, as it would be negligent 
to assess the performance of a behaviorist teacher by focusing on whether he or she employs debates to 
develop the students’ knowledge.

Managerial and Practical Implications

Therefore, in order to move towards quality systems that allow a responsible and sustainable manage-
ment in the university; each teacher, must be evaluated with the appropriate instrument, depending on 
whether he or she applies one approach or another.

This change would have associated important changes in terms of management. These changes would 
have implications in 2 ways. Firstly, pre - assessment implications, those that concern the management 
changes required before introducing the measurement system proposed by the authors. Secondly, post 
- assessment implications, those that affect the management adjustments that would be necessary after 
the implementation of the 2 - instruments evaluation postulated in the study. Several examples of these 
pre - assessment and post - assessment implications are shown in Table 4.

As can be seen in Table 4, these managerial implications, in line with previous research (Cave et 
al., 1997; Guthrie & Neumann, 2007), would impact both the university management itself, and the 
management responsibilities of the quality assessment agencies at the national level. Affecting aspects 

Table 4. Pre - assessment and Post - assessment Managerial Implications

Pre - Assessment Managerial Implications Post - Assessment Managerial Implications

The university must categorize its teaching staff based on the 
teaching methodology applied.

The university must monitor the professional evolution of its 
teaching staff based on the methodology applied, offering 
differentiated career plans.

The university must design a double administration, management, 
and distribution system of surveys for the 2 instruments considered.

The university must design double processes of data cleaning, data 
analysis and results reporting for the 2 instruments considered.

The university must design incentive systems to apply rewards 
associated with the performance indicators for both instruments 
(professional promotion, reduction of class hours, etc.).

The university should make effective the rewards associated with 
the performance indicators of both instruments (professional 
promotion, reduction of class hours, etc.).

The quality assessment agencies must design incentive systems to 
apply rewards associated with the performance indicators of both 
instruments (funding incentives, salary improvements, curricular 
recognitions, etc.).

The quality assessment agencies should make effective the rewards 
associated with the performance indicators of both instruments 
(funding incentives, salary improvements, curricular recognitions, 
etc.).

Source: Own Elaboration
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such as administrative and reporting processes, teacher’s contractual conditions, salary situation, or the 
distribution of class hours, among others.

FUTURE RESEARCH DIRECTIONS

The present work can be improved in several ways. First, the sample could be augmented in order to ex-
plore more deeply the observed phenomena. Our study comprises only participants from social sciences; 
further research should involve teachers and students from other disciplines, covering health sciences, 
experimental sciences, or engineering, amongst others. The inclusion of participants from a wider variety 
of fields could provide distinct findings from those presented in this investigation.

Second, this study is carried out exclusively in a Spanish university. Consequently, future research 
could also consider undertaking comparative studies among different countries. This approach will help 
the academic community to reveal in which extend the conclusions offered here can be generalized or not.

Third, even though the questionnaires for both teaching methodologies were successfully designed, 
these instruments have not yet been effectively implemented. This work, consequently, shows the initial 
stage of a project that is currently being evaluated by the management teams of different universities 
in Spain.

Finally, the work focuses exclusively on the performance of teaching staff in the university context. 
Consequently, even though the proposed investigation could be replicated, in future studies, to improve 
quality management in schools, the instruments designed by the authors focus on the performance as-
sessment of university teachers.

The issues aforementioned address new avenues of study, confirming that further research is still 
needed to expand our understanding on university management and the measurement of teaching staff 
performance.
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KEY TERMS AND DEFINITIONS

Anchor Point: Each of the levels that are part of a measurement scale.
Behavioral Anchored Rating Scales (BARS): Type of questionnaire employed to measure effective-

ness in different labor contexts, using behavioral episodes.
Behaviorist Methodology: Approach that states that knowledge is an external element that must be 

transferred to the student.
Core Behavioral Aspects (CBA): Clustering of behavioral episodes that are reorganized into sub-

categories with common traits.
Clustering: Process of segregating a big group of elements into subgroups of elements with similar 

traits and characteristics.
Cognitive Methodology: Approach in which the focus is on understanding learning processes, in 

general, and on cognitive processes in particular.
Constructivist Methodology: Approach that states that knowledge can be constructed or generated 

by the student.
Dual Evaluation: Assessment procedure that consists of 2 different steps that take place sequentially.
Screening: Process in which several elements are examined with the purpose of identifying and 

removing those elements that present inconsistencies.
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APPENDIX 1

Assessment Instrument for Teachers who Apply Behaviorist Methodologies

Question 1: Course introduction (Mark only one of the next 5 statements)

1.  Teacher provides a detailed description of the bibliography / supporting materials, besides the form 
of using them

2.  Teacher describes the chronological plan of contents on the course and the time effort required in 
each part (classes, exams, homework...) and teacher provides a detailed description of the bibliog-
raphy / supporting materials, besides the form of using them

3.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 
competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
platform ...) and teacher provides a detailed description of the bibliography / supporting materials, 
besides the form of using them

4.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 
competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
platform ...); teacher describes the chronological plan of contents on the course and the time effort 
required in each part (classes, exams, homework...); and teacher provides a detailed description of 
the bibliography / supporting materials, besides the form of using them

5.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 
competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
platform ...); teacher addresses the course importance in academic / professional terms; teacher 
describes the chronological plan of contents on the course and the time effort required in each part 
(classes, exams, homework...); and teacher provides a detailed description of the bibliography / 
supporting materials, besides the form of using them

Question 2: Evaluation system description (Mark only one of the next 5 statements)

1.  Teacher does NOT explain all the key points on the evaluation system (nº of exams, exam dates, 
% of theoretical / practical evaluation, assignments, quizzes, retake exams…); teacher does NOT 
describe specific aspects relative to the exam (supporting material, correction criteria, exam 
length…); teacher does NOT outline the main key contents subject to evaluation; and teacher does 
NOT explain the way class participation, attendance or supplementary activities are considered in 
course evaluation

2.  Teacher explains the way class participation, attendance or supplementary activities are considered 
in course evaluation

3.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theo-
retical / practical evaluation, assignments, quizzes, retake exams…); and teacher explains the way 
class participation, attendance or supplementary activities are considered in course evaluation
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4.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theo-
retical / practical evaluation, assignments, quizzes, retake exams…) and teacher describes specific 
aspects relative to the exam (supporting material, correction criteria, exam length…)

5.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theoreti-
cal / practical evaluation, assignments, quizzes, retake exams…); teacher describes specific aspects 
relative to the exam (supporting material, correction criteria, exam length…); teacher outlines the 
main key contents subject to evaluation; and teacher explains the way class participation, attendance 
or supplementary activities are considered in course evaluation

Question 3: Time management (Mark only one of the next 5 statements)

1.  Teacher is NOT punctual in class arrival to prepare the required teaching materials (notes, projec-
tions, multimedia resources...); teacher does NOT manage class time effectively, retrieving delays or 
potential absences if necessary; teacher does NOT notify possible changes in class times in advance 
or absences if necessary; and teacher does NOT maintain a homogeneous time of instruction on 
daily / weekly basis

2.  Teacher outlines the main key contents subject to evaluation and teacher explains the way class 
participation, attendance or supplementary activities are considered in course evaluation

3.  Teacher manages class time effectively, retrieving delays or potential absences if necessary and 
teacher maintains a homogeneous time of instruction on daily / weekly basis

4.  Teacher is punctual in class arrival to prepare the required teaching materials (notes, projections, 
multimedia resources...); teacher maintains a homogeneous time of instruction on daily / weekly 
basis; and teacher notifies possible changes in class times in advance or absences if necessary

5.  Teacher is punctual in class arrival to prepare the required teaching materials (notes, projections, 
multimedia resources...); teacher manages class time effectively, retrieving delays or potential 
absences if necessary; teacher notifies possible changes in class times in advance or absences if 
necessary; and teacher maintains a homogeneous time of instruction on daily / weekly basis

Question 5: Organizational coherence (Mark only one of the next 5 statements)

1.  Teacher does NOT maintain the working methodology initially presented at the beginning of the 
course; teacher does NOT respect the chronological plan of contents designed for every week; 
teacher does NOT develop exactly the content in the course syllabus (No more no less content); 
and teacher does NOT prioritize key contents to achieve course objectives / competencies and 
indicates the specific competencies developed in each training activity

2.  Teacher respects the chronological plan of contents designed for every week
3.  Teacher maintains the working methodology initially presented at the beginning of the course
4.  Teacher maintains the working methodology initially presented at the beginning of the course; 

teacher develops exactly the content in the course syllabus (No more no less content) and teacher 
prioritizes key contents to achieve course objectives / competencies and indicates the specific 
competencies developed in each training activity

5.  Teacher maintains the working methodology initially presented at the beginning of the course; 
teacher respects the chronological plan of contents designed for every week; teacher develops exactly 
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the content in the course syllabus (No more no less content); and teacher prioritizes key contents 
to achieve course objectives / competencies and indicates the specific competencies developed in 
each training activity

Question 7: Dealing with doubts (Mark only one of the next 5 statements)

1.  Teacher does NOT generate a suitable atmosphere that encourage students to formulate doubts or 
share opinions; teacher does NOT establish specific breaks during classes to formulate doubts; 
teacher is NOT able to face student´s doubts presenting one single concept in several ways and; 
teacher does NOT resolve students’ doubts using practical examples / supporting materials to fix 
the idea

2.  Teacher establishes specific breaks during classes to formulate doubts
3.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share opin-

ions; teacher establishes specific breaks during classes to formulate doubts; and teacher resolves 
students’ doubts using practical examples / supporting materials to fix the idea

4.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share 
opinions; teacher is able to face student´s doubts presenting one single concept in several ways; and 
teacher resolves students’ doubts using practical examples / supporting materials to fix the idea

5.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share 
opinions; teacher establishes specific breaks during classes to formulate doubts; teacher is able to 
face student´s doubts presenting one single concept in several ways; and teacher resolves students’ 
doubts using practical examples / supporting materials to fix the idea

Question 9: Follow - up easiness (Mark only one of the next 5 statements)

1.  Teacher does NOT connect contents across course stages to create a general perspective of the 
subject; teacher does NOT assign an achievable weekly / monthly workload to the student; teacher 
does NOT encourage student to participate in the course in different ways (class work, class que-
ries, online discussion forums…); and teacher does NOT summarize daily / weekly the main ideas 
previously explained in class

2.  Teacher assigns an achievable weekly / monthly workload to the student and teacher summarizes 
daily / weekly the main ideas previously explained in class

3.  Teacher assigns an achievable weekly / monthly workload to the student and teacher encourages 
student to participate in the course in different ways (class work, class queries, online discussion 
forums…)

4.  Teacher assigns an achievable weekly / monthly workload to the student; teacher encourages student 
to participate in the course in different ways (class work, class queries, online discussion forums…) 
and teacher summarizes daily / weekly the main ideas previously explained in class

5.  Teacher connects contents across course stages to create a general perspective of the subject; teacher 
assigns an achievable weekly / monthly workload to the student; teacher encourages student to 
participate in the course in different ways (class work, class queries, online discussion forums…); 
and teacher summarizes daily / weekly the main ideas previously explained in class
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Question 10: Overall satisfaction (Mark only one of the next 5 statements)

1.  Teacher does NOT contribute decisively on the achievement of the expected objectives / compe-
tencies on the course; teacher does NOT influence the academic / professional development of the 
student; teacher does NOT exhibit a recognize knowledge on the field besides the ability to convey 
that knowledge; and teacher is NOT able to raise student interest in the field of instruction

2.  Teacher exhibits a recognize knowledge on the field besides the ability to convey that knowledge
3.  Teacher contributes decisively on the achievement of the expected objectives / competencies on 

the course and teacher exhibits a recognize knowledge on the field besides the ability to convey 
that knowledge

4.  Teacher contributes decisively on the achievement of the expected objectives / competencies on 
the course; teacher influences the academic / professional development of the student; and teacher 
exhibits a recognize knowledge on the field besides the ability to convey that knowledge

5.  Teacher contributes decisively on the achievement of the expected objectives / competencies on the 
course; teacher influences the academic / professional development of the student; teacher exhibits 
a recognize knowledge on the field besides the ability to convey that knowledge; and teacher is 
able to raise student interest in the field of instruction

APPENDIX 2

Assessment Instrument for Teachers who Apply Constructivist Methodologies

Question 1: Course introduction (Mark only one of the next 5 statements)

1.  Teacher addresses the course importance in academic / professional terms
2.  Teacher addresses the course importance in academic / professional terms and teacher provides a 

detailed description of the bibliography / supporting materials, besides the form of using them
3.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 

competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
platform ...) and teacher provides a detailed description of the bibliography / supporting materials, 
besides the form of using them

4.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 
competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
platform ...); teacher addresses the course importance in academic / professional terms; and teacher 
describes the chronological plan of contents on the course and the time effort required in each part 
(classes, exams, homework...)

5.  Teacher presents all the key points on the teaching guide at the beginning of the course (syllabus, 
competencies, objectives, working methodology, ECTS, location of the materials in the eLearning 
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platform ...); teacher addresses the course importance in academic / professional terms; teacher 
describes the chronological plan of contents on the course and the time effort required in each part 
(classes, exams, homework...); and teacher provides a detailed description of the bibliography / 
supporting materials, besides the form of using them

Question 2: Evaluation system description (Mark only one of the next 5 statements)

1.  Teacher does NOT explain all the key points on the evaluation system (nº of exams, exam dates, 
% of theoretical / practical evaluation, assignments, quizzes, retake exams…); teacher does NOT 
describe specific aspects relative to the exam (supporting material, correction criteria, exam 
length…); teacher does NOT outline the main key contents subject to evaluation; and teacher does 
NOT explain the way class participation, attendance or supplementary activities are considered in 
course evaluation

2.  Teacher explains the way class participation, attendance or supplementary activities are considered 
in course evaluation

3.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theo-
retical / practical evaluation, assignments, quizzes, retake exams…) and teacher outlines the main 
key contents subject to evaluation

4.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theo-
retical / practical evaluation, assignments, quizzes, retake exams…); teacher describes specific 
aspects relative to the exam (supporting material, correction criteria, exam length…); and teacher 
outlines the main key contents subject to evaluation

5.  Teacher explains all the key points on the evaluation system (nº of exams, exam dates, % of theoreti-
cal / practical evaluation, assignments, quizzes, retake exams…); teacher describes specific aspects 
relative to the exam (supporting material, correction criteria, exam length…); teacher outlines the 
main key contents subject to evaluation; and teacher explains the way class participation, attendance 
or supplementary activities are considered in course evaluation

Question 3: Time management (Mark only one of the next 5 statements)

1.  Teacher is NOT punctual in class arrival to prepare the required teaching materials (notes, projec-
tions, multimedia resources...); teacher does NOT manage class time effectively, retrieving delays or 
potential absences if necessary; teacher does NOT notify possible changes in class times in advance 
or absences if necessary; and teacher does NOT maintain an homogeneous time of instruction on 
daily / weekly basis

2.  Teacher maintains a homogeneous time of instruction on daily / weekly basis and teacher manages 
class time effectively, retrieving delays or potential absences if necessary

3.  Teacher maintains a homogeneous time of instruction on daily / weekly basis and teacher notifies 
possible changes in class times in advance or absences if necessary

4.  Teacher is punctual in class arrival to prepare the required teaching materials (notes, projections, 
multimedia resources...) and teacher notifies possible changes in class times in advance or absences 
if necessary
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5.  Teacher is punctual in class arrival to prepare the required teaching materials (notes, projections, 
multimedia resources...); teacher manages class time effectively, retrieving delays or potential 
absences if necessary; teacher notifies possible changes in class times in advance or absences if 
necessary; and teacher maintains an homogeneous time of instruction on daily / weekly basis

Question 5: Organizational coherence (Mark only one of the next 5 statements)

1.  Teacher does NOT maintain the working methodology initially presented at the beginning of the 
course; teacher does NOT respect the chronological plan of contents designed for every week; 
teacher does NOT develop exactly the content in the course syllabus (No more no less content); 
and teacher does NOT prioritize key contents to achieve course objectives / competencies and 
indicates the specific competencies developed in each training activity

2.  Teacher maintains the working methodology initially presented at the beginning of the course
3.  Teacher maintains the working methodology initially presented at the beginning of the course; and 

teacher respects the chronological plan of contents designed for every week
4.  Teacher maintains the working methodology initially presented at the beginning of the course; 

teacher develops exactly the content in the course syllabus (No more no less content); and teacher 
prioritizes key contents to achieve course objectives / competencies and indicates the specific 
competencies developed in each training activity

5.  Teacher maintains the working methodology initially presented at the beginning of the course; 
teacher respects the chronological plan of contents designed for every week; teacher develops exactly 
the content in the course syllabus (No more no less content); and teacher prioritizes key contents 
to achieve course objectives / competencies and indicates the specific competencies developed in 
each training activity

Question 7: Dealing with doubts (Mark only one of the next 5 statements)

1.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share 
opinions

2.  Teacher is able to face student´s doubts presenting one single concept in several ways; and teacher 
resolves students’ doubts using practical examples / supporting materials to fix the idea

3.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share 
opinions; and teacher establishes specific breaks during classes to formulate doubts

4.  Teacher establishes specific breaks during classes to formulate doubts; teacher is able to face 
student´s doubts presenting one single concept in several ways; and teacher resolves students’ 
doubts using practical examples / supporting materials to fix the idea

5.  Teacher generates a suitable atmosphere that encourage students to formulate doubts or share 
opinions; teacher establishes specific breaks during classes to formulate doubts; teacher is able to 
face student´s doubts presenting one single concept in several ways; and teacher resolves students’ 
doubts using practical examples / supporting materials to fix the idea
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Question 9: Follow - up easiness (Mark only one of the next 5 statements)

1.  Teacher does NOT connect contents across course stages to create a general perspective of the 
subject; teacher does NOT summarize daily / weekly the main ideas previously explained in class; 
teacher does NOT encourage student to participate in the course in different ways (class work, 
class queries, online discussion forums…); and teacher does NOT assign an achievable weekly / 
monthly workload to the student

2.  Teacher encourages student to participate in the course in different ways (class work, class queries, 
online discussion forums…)

3.  Teacher encourages student to participate in the course in different ways (class work, class queries, 
online discussion forums…); and teacher assigns an achievable weekly / monthly workload to the 
student

4.  Teacher connects contents across course stages to create a general perspective of the subject; teacher 
summarizes daily / weekly the main ideas previously explained in class; and teacher assigns an 
achievable weekly / monthly workload to the student

5.  Teacher connects contents across course stages to create a general perspective of the subject; teacher 
summarizes daily / weekly the main ideas previously explained in class; teacher encourages student 
to participate in the course in different ways (class work, class queries, online discussion forums…); 
and teacher assigns an achievable weekly / monthly workload to the student

Question 10: Overall satisfaction (Mark only one of the next 5 statements)

1.  Teacher does NOT contribute decisively on the achievement of the expected objectives / compe-
tencies on the course; teacher does NOT influence the academic / professional development of the 
student; teacher does NOT exhibit a recognize knowledge on the field besides the ability to convey 
that knowledge; and teacher is NOT able to raise student interest in the field of instruction

2.  Teacher exhibits a recognize knowledge on the field besides the ability to convey that knowledge
3.  Teacher contributes decisively on the achievement of the expected objectives / competencies on 

the course; teacher influences the academic / professional development of the student; and teacher 
exhibits a recognize knowledge on the field besides the ability to convey that knowledge

4.  Teacher contributes decisively on the achievement of the expected objectives / competencies on 
the course; teacher exhibits a recognize knowledge on the field besides the ability to convey that 
knowledge; and teacher is able to raise student interest in the field of instruction

5.  Teacher contributes decisively on the achievement of the expected objectives / competencies on the 
course; teacher influences the academic / professional development of the student; teacher exhibits 
a recognize knowledge on the field besides the ability to convey that knowledge; and teacher is 
able to raise student interest in the field of instruction
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ABSTRACT

Entrepreneurship is a key element for developing of economies in recent years. Turkey is a country that is 
experiencing entrepreneurship both in national and international area. The Turkish economy, especially 
after 1980, opened its doors to the world global economy, and entrepreneurship became more important 
in this new order. Before 1980, the big companies were established only in the big cities of Turkey. But 
after that time, they started to be founded in small cities, too. There are governmental support organiza-
tions in Turkey, which fund the entrepreneurship intentions. And there are also new regulations in recent 
years in Turkey, which enable entrepreneurship activities to establish online on internet processes. By 
comparison with other countries, it could easily be said that Turkey is also in the arena with facilitation 
and developing of entrepreneurship in the world scene. Turkish people know more about the increasing 
importance of entrepreneurship now.

INTRODUCTION

Entrepreneurship is not new, however its popularity is still growing rapidly as a result of a wide range 
of factors. Removal of the trade barriers, global economic recessions, improvement in information and 
telecommunication technologies, corporate restructurings, downsizing, mergers and acquisitions are 
among the major factors that lead the topic to sustain its critical importance. As a result of the above 
mentioned states, entrepreneurship is increasingly catching the attention of the academia as well as the 
governments, policy makers, NGOs and other profit or non-profit institutions. While many governments 
are working on new policies to support entrepreneurship, higher education institutions (HEI) are con-
tinuously launching new and innovative programs, courses and seminars on entrepreneurship. All these 
efforts have one common final target which is fostering and encouraging entrepreneurial activities and 
innovation (Demirci, 2013, p.21).
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Entrepreneurship and entrepreneurs are described as an exit from economic turmoil for the economies 
in whole world in the sense of development of economies and decreasing unemployment problems. 
Increase in production and employment thanks to new entrepreneurs has great importance in the sense 
of Turkish economy as well. Therefore in order to develop entrepreneurship culture and activities and 
creating new entrepreneurs for different sectors, both state and private institutions in Turkey have been 
begun to increase their operations rapidly in recent years. Works on entrepreneurship which also contrib-
ute inter-sectoral relations becomes popular country-wide in Turkey (Sönmez and Toksoy, 2014, p. 41).

Entrepreneurship is an key element for developing of economies in recent years. Turkey is a country 
that experiencing entrepreneurship within years both in national and international area. Turkish economy, 
especially after year 1980, opened its doors to the world global economy and entrepreneurship became 
more important in this new order. Before 1980 the big companies were established only in the big cities 
of Turkey. But after that time they were started to be founded in small cities, too. There is govermental 
support organizations in Turkey, which funds the entrepreneurship intentions. And there is also new 
regulations in recent years in Turkey, which enables entrepreneurship activities, in starting to establish-
ment process even online on internet (via e-state gateway) so. By comparison with other countries it 
could easily said that Turkey is also on the arena with facilitation and developing of entrepreneurship in 
the world scene. Turkish people knows more about the increasing importance of the entrepreneurship 
day by day now.

DEFİNİTİON OF ENTREPRENEURSHİP

In literature, it is possible to find various definitions to the required qualifications of an entrepreneur em-
phasized on different specifications. In this context leads to many different definitions with examination 
of qualifications posessed by an entrepreneur, examination of entrepreneur’s functions and examination 
of entrepreneur’s behavious and activities. It is communicable that within a definition which emphasizes 
on behaviours and activities of an entrepreneur the following specifications shall become pronounced 
(GISEP 2015-2018, p. 3):

• Combining the required resources with already available ones and organizing their conversion to 
products or present resources to get use of the opportunities that are present or the entrepreneur 
has formed,

• Performing spontaneous initiatives at any stage of starting a business and show leadership qualities,
• Calculating risks at during these processes and despite these risks taking relevant measures and 

carry on the path,
• Continiously seeking innovation and beyond being sensitive towards customer expectations, cre-

ating his/her own expectations.

ENTREPRENEURSHIP IN TURKEY

According to TOBB President, M. Rifat HİSARCIKLIOĞLU:
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Turkey has come a long way in terms of economic and private sector development since 1980s, and now 
classified as one of the efficiencydriven economies in the world, in a group that includes high-growth 
economies such as Brazil and China. Firms in an efficiency-driven economy compete and grow by cutting 
down costs, while firms in an innovation-driven economy compete and grow by creating unique value at 
the global level. In order to upgrade to an innovation-driven stage, Turkish economy needs high-impact 
enterprises that are able to scale-up to the global level by creating unique value. Entrepreneurship is a 
key factor in creating high-impact enterprises. (GEM Report Turkey, 2010, p. 7)

Entrepreneurship is an key element for developing of economies recently. Turkey is a country that 
experiencing entrepreneurship within years both in national and international area. Turkish economy, 
especially after year 1980, opened its door to the world global economy and entrepreneurship became 
more important in this new order. Before 1980 the big companies were established only in big cities in 
Turkey. But after that time they were started to be founded in small cities, too. There is governmental 
support organizations in Turkey, which funds the entrepreneurship intentions. And there is also new 
regulations in recent years in Turkey, which enables entrepreneurship activities, in starting to establish-
ment process even online on internet (via e-state gateway) so. By comparison with other countries it 
could easily said that Turkey is also on the arena with facilitation and developing of entrepreneurship in 
the world scene. Turkish people knows more about the increasing importance of the entrepreneurship 
day by day now.

From the historical perspective, evolution of entrepreneurial thought in Turkey can be studied in 
three periods (Demirci, 2013, p. 27):

Prior to Turkish Republic. In the Ottoman Empire, non-muslim population was taking the major 
role in commercial activities. Nevertheless, Muslim population’s ignorance for commerce could never 
be explained by Islamic rules, that do not forbid the commercial activities. Furthermore there is no evi-
dence that the governmental regulations were restraining the muslim population from doing business 
with non-muslims. Lately, the Empire in decline missed the commercial opportunities sourced by the 
industrial revolution. On the other hand, artisans -under umbrella of their organisations- were efficient 
in production, whilst manufacturing locally they were fulfiling in-state needs until the imperial edict 
of gülhane in 1839, which enables to found establish without any roof (cited from Müftüoğlu, 2013, p. 
27, Bülbül, 2010, p. 40).

1923-1980 Period. After the Turkish Republic was formed in 1923, republicans constantly emphasized 
the importance of entrepreneurial activities. Despite the regulations towards supporting entrepreneurial 
initiatives, protectionist and state-led economic policies were in use. In late 1930s, companies owned by 
the state were the major players in Turkish economy. Dominance of the state-owned companies continued 
until the beginning of the 1980s.

After the 1980s in summary. After beginning of 1980s, as a result of a shift from protectionist economic 
policies to free market economy, private sector started to get stronger whilst the stateowned companies 
losing ground especially in industrial sector. Another shift was in the perceptions of Turkish people that 
people started to get familiar with the concepts like the markets, competition and quality. In this term, 
many structural reforms had been introduced in the general structure of Turkish economy. Some of 
these reforms are the liberalization of foreign trade, currency and investments, freely floating exchange 
rates, elimination of price controls, new interest rate policy to enhance savings, strictly controlled public 
expenditures and last an open and flexible foreign investment policy.
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The entrepreneurship ecosystem is evolving day by day with Turkish and foreign partners in Turkey 
and makes the atmosphere more available for new start-ups. The ministry of education has put entre-
preneurship courses into the curriculum of middle and high schools since 2009. Turkish government 
agencies are taking active and integral roles now in this ecosystem through monetary and non-monetary 
support programs provided by TUBİTAK and KOSGEB. Financial supports available in the Turkish 
entrepreneurship ecosystem, especially through the KOSGEB new entrepreneur support programs, are 
the first examples of its kind and can therefore be set as good practice for other countries want to sup-
port their entrepreneurs. Notable increase in businesses founded and numbers of businesses supported 
by government agencies during the last decade is such a result. In Turkey, the regulations for angel 
investors were introduced and have enabled interested individuals to become a part of this ecosystem in 
2013. The entrepreneurial spirit is accelerated rapidly in Turkey with evolvement of contextual factors 
for supporting entrepreneurship (Öner and Kunday, 2016, p. 68).

Although the effects of entrepreneurship on the economy have been an important debate issue in the 
literature for a long time, entrepreneurship’s effects on business cycles and economic growth, with the 
impact of globalization, has emerged as a subject of intensive research on how it affects employment and 
unemployment. According to the findings released by the study of Apaydın, the increases in entrepreneur-
ship in Turkey reduce unemployment. In this regard, the application and development of policies that 
encourage entrepreneurship is important to reduce unemployment. Because the fact that; attempt with 
unemployment is based solely on these policies should not be appeared as the only solution, determining 
the structural reasons of unemployment and producing policies accordingly will be the healthiest way 
in order to find a consistent solution to the problem. (Apaydın, 2018, pp. 11-12).

According to Demirci (2013, p. 28) GEM Global Report 2010 sorts Turkey among efficiency-driven 
economies. Table 1 shows the entrepreneurship activities in selected efficiency-driven economies.

Table 1. Global Entrepreneurship Monitor’s (GEM) Total Entrepreneurial Activity (TEA) Figures in 
Selected Countries

Country Total Early-Stage 
Entrepreneurship Activity

Established Business 
Ownership Rate Discontinuation of Businesses

Peru 27.2 7.2 9.2

Brazil 17.5 15.3 5.3

China 14.4 13.8 5.6

Argentina 14.2 12.4 3.8

Latvia 9.7 7.6 4.2

Turkey 8.6 10.7 4.6

Hungary 7.1 5.4 2.9

Romania 4.3 2.1 2.6

Russia 3.9 2.8 0.8

Average (unweighted) 11.7 7.6 4.4
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Turkey has a lower entrepreneurship rate compared to the average TEA rates for efficiency-driven 
economies. In terms of the start-up survival rates, Turkish new ventures perform close to average among 
efficiency-driven economies (Demirci, 2013, p. 28).

Entrepreneurship is a crucial part of national economic growth and development. Turkey is currently 
at the efficiency-driven stage of economic development group with the other countries included as fol-
lows: Argentina, Bosnia and Herzegovina, Brazil, Chile, China, Colombia, Costa Rica, Croatia, Ecuador, 
Hungary, Latvia, Macedonia, Malaysia, Mexico, Montenegro, Peru, Romania, Russia, South Africa, 
Taiwan, Trinidad and Tobago, Tunisia, and Uruguay (GEM Report Turkey, 2010, p. 11).

In general terms, and to summarize, results of Report “GEM Turkey 2010” indicate that while people 
of low-to-middle income embark on or have embarked on a business tend to be necessity-driven entre-
preneurs, conversely, at the highest income level, persons tend to be opportunity-driven entrepreneurs 
(GEM Report Turkey, 2010, p. 12).

A few most important factors in terms of entrepreneurship could be pointed out for Turkey according 
to Zbierowski (2015, p. 84)’s research:

• the level of intent is the highest in Europe (over 30% of people consider the possibility of starting 
up a business within next three years),

• high level of opportunity recognition, lower than in just a few European countries,
• lowest level of fear of failure in Europe,
• high level of early-stage entrepreneurial activity,
• lower level of established businesses ownership,
• high growth expectations,
• considerable gender gap.

Ali Sabancı, Chairman of TOBB Young Entrepreneurs Board, Turkey, states that:

The development of our country depends on the achievements of young entrepreneurs. We should en-
courage our young people to choose entrepreneurship as a career path. Therefore, we need to create 
awareness about entrepreneurship and increase the number of role models in Turkey. (GEM Global 
Report, 2010, p. 32)

About KOSGEB (https://en.kosgeb.gov.tr/site/tr/genel/detay/347/about-kosgeb, 13 July 2018 date 
last accessed)

KÜSGEM (Small Industry Development Center), which was established in the Ministry of Industry 
and Trade, in the form of a pilot project in Gaziantep in 1973 within the frame of the International Treaty 
between the Government of Republic of Turkey and United Nations Industrial Development Organiza-
tion, was started to provide service with community facility workshops for the small –scale industrial 
enterprises.

Those efforts were subjected to a further improvment in the following years and KÜSGET (Small 
Industry Development Organization General Directorate) started its activities under the International 
Treaty on the “Development of Publication Services of Small Industry”, which was published in the 
Official Gazette dated September 6th 1984 and numbered 18157 basing on the Cabinet Decree dated 
June 17th 1983 and numbered 83/6744. KÜSGET, which has provided technical consultancy services 
with Centers of Development of Small Scaled Enterprises, put modern administration principles into 
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application in enterprises, showed efforts for the establishment and spread of quality awareness at world 
standards, rising technologic production level and increasing employment capacity and tried to perform 
the services for strengthening the technical infrastructure in order to provide contemporary management 
skills.

Under the International Treaty on the “Provision of Industrial Training Services”, which entered into 
force after being acceded with the Cabinet Decree dated November 10th 1978 and numbered 7/16728, 
SEGEM (Industrial Training and Development Center General Directorate) put forward its activities. 
SEGEM was organised to include both in-class seminar type education and in-factory, at-work imple-
mentation; to prepare training programs for the new university and higher education school graduates in 
order to provide them with the fundamental experiences for ensuring them make a good start for their 
professional carriers and to respond to the specific, special needs of industrial organizations; and has 
been an organization providing service with the purpose of increasing the working skills of university 
or higher education school graduate personnel in the industry through in-factory, on-the-job training 
programs and preparing them for higher positions in the organizations, where they work.

Due to reasons such as the limited period of those services, which KÜSGET and SEGEM tried to 
perform within the frame of project agreements and their inability to sufficiently meet the needs in the 
entire country, the “Law on the Establishment of Small and Medium Scaled Industry Development and 
Support Directorate” numbered 3624 was prepared with the purpose of joining those two organizations 
under KOSGEB’s roof to provide more comprehensive, continuous and widespread services in the 
entire country and entered into force being published in the Official Gazette dated April 20th 1990 and 
numbered 20498.

KOSGEB provided services and supports only for the production industry SMEs until 2009. However, 
due to the increase in the added value production and employment creation potentials of the sectors 
other than the production sector in our country and due to the requests got from SMEs in the sectors 
other than the production sector, the necessity to arise to enlarge the target population of KOSGEB in 
a way to cover all SMEs.

In line with this objective, the “Law numbered 5891 on Amending the KOSGEB Establishment 
Law numbered 3624” was published in the Official Gazette dated May 5th 2009 and numbered 27219. 
The law amendment enabled the necessary legal grounds for KOSGEB to support SMEs other than the 
ones in the production industry sectors. The Cabinet Decree numbered 15431 on the “Determination 
of Sector and Regional Priorities of Small and Medium Enterprises that will Benefit from the Services 
and Supports to be Provided by KOSGEB” was published in the Official Journal dated September 18th 
2009 and numbered 27353, and with this decree, the sectoral and regional priorities related with the 
enterprises that will benefit from the services and supports to be provided by KOSGEB were designed.

ENTREPRENEURSHİP EDUCATİON AND TRAİNİNG İN TURKEY

Gürol and Atsan (2006, p. 36) suggest that in Turkey a national perspective on entrepreneurship educa-
tion should be developed to encourage more universities to provide courses on entrepreneurship and 
offer a major on entrepreneurship, and, furthermore, to consider founding new institutions to teach only 
entrepreneurship. Course content on entrepreneurship in Turkey generally entails information on the 
founding and managing of new businesses. However, Gürol and Atsan question if enterprise education 
should be tied to the specifics of starting a business. There is a strong event to be made that higher edu-
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cation should be seeking to nurture and develop the entrepreneurial characteristics discussed in their 
study in all students. As a country seeking EU membership, Turkey is in need of being more innovative, 
more “entrepreneurial” so to speak, if she wishes to raise income per capita and to decrease the rate 
of unemployment in the line with needed economic performance criteria. Enterprising graduates can 
nominate a driving force in this process.

Yavuzaslan and Barıscıl (2017, p. 129) states that entrepreneurship is vital to all societies of the world 
to sustain economic and social development. Generally speaking, promoting entrepreneurship among 
university students before they begin their career is unavoidable. It is very challenging to study the future 
entrepreneurial intentions of university students preparing themselves for their respective professional 
career. Young people attending higher education institutions are theoretically better equipped; at first 
glance, it is thought that they should be more entrepreneurial than their counterparts who have lower 
degrees of education.

Yavuzaslan and Barıscıl’s paper (2017, p. 136) argues that there are many factors influencing career 
choices for university students. One of them is entrepreneurship and it has become an unavoidable factor 
in the modern world. Unemployment has become a serious subject in many parts of the world. Therefore, 
entrepreneurship is a quite important factor in economy for the creation of employment opportunities. 
The general problem of false self-employment is also becoming an subject, and, with the increasing 
number of graduate unemployment, cannot be disregarded.

1980S AND ENTREPRENEURSHIP DEVELOPMENT

Kurtuluş (1987, pp. 67-69) states on “Entrepreneurship in Turkey” that:

Turkey’s export markets diversified after 1980. Regional distribution of foreign trade for the last two years 
indicates that more than one-half of Turkish export and import trade is done with OECD countries, in 
which EEC countries have a major share. Islamic countries have a 43 percent share in Turkish exports 
and a 33 percent share in Turkish imports (mostly crude oil). As a result of the success of export poli-
cies, the balance of payments has improved. In 1985, the deficit amounted to $1,013 trillion, a decrease 
of $394 million over 1984.

All of these developments constitute a very positive and challenging atmosphere for entrepreneurs. 
During recent years, two major developments have affected both the quantity and the quality of Turkish 
firms. The first relates to changes in the size and legal structure of Turkish firms. On the one hand, the 
largest Turkish corporations have become even larger, and many have become holding companies. On 
the other hand, increasing numbers of new firms have been entering the market each year. The failure 
rate, too, has been increasing, for both large and small firms as a result of increased competition, high 
inflation, and other factors. 

Because of the high inflation rate, replacement costs have become prohibitive. Without sufficient work-
ing capital, firms have faced serious borrowing problems. High interest rates have also made the cost 
of borrowing prohibitive for many firms. Moreover, the government’s anti-inflationary monetary policy 
also increased the demand for money. 
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Large firms have adapted to these changes in different ways, one of which has been a general trend 
toward the use of professional managers. Of course, large firms have several distinct advantages over 
smaller ones. Apart from economies of scale and more professional management, large firms are able 
to minimize market risks by diversifying operations. In addition, large firms can influence public opin-
ion more easily than medium- or small-sized firms. Their lobbying efforts are also more efficient. As a 
result, they have been more successful in obtaining government support. 

During recent years, even the largest holding companies have asked for government help in rescheduling 
their debts to banks, in delaying their tax payments, and so forth. In many cases, the demands of these 
firms have been met by the Turkish government, while medium- or small-sized firms having the same 
problems went on into bankruptcy because of lack of official support. Very high bankruptcy rates have 
resulted among these smaller firms. 

Yet despite the many failures, a number of small- or medium-sized firms in Turkey have been quite suc-
cessful. These firms are generally more creative than larger firms in Turkey, and in Turkey as elsewhere, 
smaller firms are clearly more innovative. In order to promote entrepreneurship, the gap between large 
and small firms in terms of government attention and support must be narrowed. There is a real need 
for a formal, government-sponsored small business administration council to provide financial, techno-
logical, research and development, and managerial support. One way to do this may be to work through 
existing management education programs.

Turkey, as a rapidly industrializing nation, has been faced with major economic shifts. The dynamics of 
a free market economy and foreign competition, coupled with the lack of a comprehensive government 
policy regarding enterpreneurship/small business, have made conditions very difficult for new and 
existing small firms. At the same time, however, the shift toward a free market economy and less reli-
ance on imports has also created new and challenging opportunities. Many new firms have entered the 
market, but many have failed. Large firms have a distinct advantage in terms of government attention 
and support. To encourage economic growth, the government must devote more attention to incentives 
and management support and training for smaller firms. 

Management education, in general, and business education, in particular, should place more empha-
sis on integrating entrepreneurship and small business courses into the curriculum. Business history 
courses are a good starting point, hut they do not go nearly far enough. Models for entrepreneurship 
education can be found in British and American programs, which could be adapted to meet the needs 
of entrepreneurs and small business owners in Turkey. Projects dealing with these problems should 
he developed with the assistance of related national (for example, USAID) and/or international (for 
example, UNDP) organizations.

EU ENTREPRENEURSHİP PROGRAMS THAT TURKEY PARTİCİPATES

GISEP 2015-2018 (p. 32-34) states:
According to the studies regarding the SBA in Turkey, it is needed that every policy, strategy, action 

plan, application etc regarding SME’s shall be realized appropriate to the principles of Europe Small 
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Businesses Law. Because of that, the 2011/6 numbered “Europe Small Businesses Law Principles” is 
published in the gazette numbered 27955 dated 05th June 2011.

In the extent of “Europe Small Businesses Law Application Project in Balkan Countries and Tur-
key” All the participated countries and European Commission contained by OECD, Europe Education 
Foundation, Europe Development and Zoning Bank are participated in the preparing the project and 
countries’ SME policies, indicators that is devlared in the range of the project are evaluated. Small busi-
nesses Law evaluation frame comprises 12 policy fields that contains 10 principles of the law, 21 sub 
fields and 108 indicators. Each indicator is evaluated according to the five levels policy reforms. (1 is 
the weakest while 5 is the strongest). In the “Entrepreneurship education and women entrepreneurship” 
SBA principles Turkey’s score is 2,52 while mean of the 8 countries are 2,41.

Since Turkey is participated in the SBA evaluation for the first time, a comparisation to the last 
year is not accessible. While being higher than the 8 countries’ average in the 2012 evaluation, she 
has a performance distribution unlike the principles. It can be said that SME services and institutional 
framework in Turkey is strong of technical standards, inventiveness and encouragement of the export. 
In the fields of accessing the finance, Innovativeness and encouraging the green economy, Turkey is 
a little higher than the average. Entrepreneurship education and women entrepreneurship is the lowest 
evaluation points in the study. Applying the regulating reforms, regulating effect analysis, founding the 
company and e-government services are weak in Turkey.

Turkey, since 2011, besides the EU countries and Zealand, Norway and Serbia, participated in the 
European Entrepreneurship Incentive Awards that has been arranged by the sponsorship of the European 
Commission since 2006. KOSGEB is employed for the announcing the Award Program in Turkey and 
designating 2 nominees from Turkey and notified to the commission. Project of the Düzce University’s 
Beekeeping Research and Development Departments named “We Can Do More Together” that is selected 
as nominee by the KOSGEB in 2011 in the “Developing the Entrepreneurship Spirit”, in 2012 project 
of Denizli Municipality’s “Handicapped People Are Working” in the “Responsible Entrepreneurship” 
category, in 2013 “Developed Gürsu with Unlimited Clean Energy” of Bursa Gürsu Municipality in the 
“Developing the Resource Activities and Environment Friendly (Green) Markets” category has won 
the grand prize. The project of “Creation of the Example Models in the Textile Finishing Sector For 
Clean Producting” went on the finals in 2014 in the category of “Developing the Resource Activities 
and Environment Friendly (Green) Markets”.

The COSME pact was signed in16th October 2014 in Brussels. Therefore, Turkey, as in the Horizon 
2020 and other EU programs, took its place in the harmony and integration period with EU which pro-
vide very crucial opportunities and possibilities to the country’s SME’s and entrepreneurs. Turkey is the 
fourth country that is signed this pact from out of the EU after the Montenegro, Macedonia and Moldova.

Consistency of the common studies of Turkey with the EU concerning to the SMEs is ensured by 
the participation of Turkey to the COSME program. Turkey has important experience in participating 
to the community programs of EU concerning to the SMEs. Between 2002-2006 Turkey participated to 
MAP, between 2007-2013 to CIP and EIP programs. Turkey provides access to the variable innovative 
SME supportive tools and stands in the platforms formed by the EU SME policies by the help of the 
participating mentioned programs.

KOSGEB is authorized as national coordinator institution about COSME program. COSME is 
especially targeting the SMEs. It attaches importance to the potential, new, young and women entrepre-
neurs in micro businesses, businesses regarding the craftings, businesses with single employees, liberal 
professions and social businesses.

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



134

Turkey’s Entrepreneurship Development
 

Main aim of the instrument for Pre-accession Assistance- IPA of the EU to the applicants and potential 
countries, BROP which was applied by the Ministry of Science, Industry and Technology is increasing 
the regional competitiveness by supporting the businesses and developing the working environment. 
In the range of this aim, 3 prior aspects are included by BROP (Developing the Working Environment, 
Increasing the Business Capacities and Inventiveness of the Entrepreneurship and Technical Support) 
and 8 measurements under the mentioned priorities. 565 millions of Euros are resourced by Europan 
Comission and Ministry of Science, Indistury and Technology for the measurements mentioned.

CONCLUSION

Turkey is experiencing its entrepreneurial spirit development since prior the Turkish Republic.
After the beginning of 1980s, as a result of a shift from protectionist economic policies to free market 

economy, private sector started to get stronger while the stateowned companies losing ground especially 
in industrial sector. Another shift was in the perceptions of Turkish people that people started to get in 
touch with the concepts like the markets, competition and quality. In this term, much many structural 
reforms had been introduced in the general structure of Turkish economy (Demirci, 2013, p. 27).

KOSGEB (Small and Medium Scaled Industry Development and Support Directorate) is authorized 
as national coordinator institution about COSME program in Turkey. COSME is especially targeting 
the SMEs and attaches importance to the potential, new, young and women entrepreneurs in micro 
businesses, businesses regarding the craftings, businesses with single employees, liberal professions 
and social businesses.

According to Gürol and Atsan (2006, p. 36), in Turkey a national perspective on entrepreneurship 
education should be developed to encourage more universities to provide courses on entrepreneurship 
and offer a major on entrepreneurship, and, furthermore, to consider founding new institutions to teach 
only entrepreneurship. Course content on entrepreneurship generally includes information on the found-
ing and managing of new businesses in Turkey.

In conclusion we could say that Turkish economy should rely much more on entrepreneurship for its 
growth. University-Industry Collaboration gains importance with its outputs: spin-offs and student-run 
startups. Turkish education system should be reshaped on this concept. Free market economy needs pri-
vate sector. Other parts of Turkey except Istanbul, Ankara and Izmir should have big companies, as well.
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ABSTRACT

Employee engagement refers to an employee’s highest degree of loyalty, commitment, and participation 
towards organizational goals, objectives, vision, and mission. It is a technique for instilling an intrinsic 
desire and passion for excellence in employees by winning their head, heart, and soul. In other words, 
it can be said it is an art and science of engaging people in authentic and recognized connections to 
strategy, roles, performance, organization, community, relationship, customers, development, energy, 
and well-being as we leverage, sustain, and transform our work linkages into results. An engaged em-
ployee understands the market context and collaborates with co-workers to enhance job performance 
for the betterment of the company. Engaged employees want their organization to be successful and 
excel because they are physically, professionally, emotionally, and even spiritually associated with its 
goals, objectives, purpose, vision, and mission. Employee engagement has grown into a vital component 
of business performance today.

INTRODUCTION

According to Gallup’s recent 142 - country report on the State of the Global Workplace, only 13% of 
workers worldwide are engaged at work. To put it another way, approximately one out of every eight 
workers is physically, mentally, even emotionally dedicated to their employment and is likely to be 
contributing positively to their organisations. As per engagement report 2011 - 12, 24% of employees 
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were found actively disengaged, 63% were found neutral or not engaged employee and only 13% of 
employees are engaged.

Gallup’s findings that the vast majority of workers worldwide have had a negative work experience 
and that only one in every eight are completely engaged in and excited about their careers .It is important 
to understand why the global recovery has been so slow and social and workforce instability is rampant 
in many countries.

Employee involvement must be raised to new heights by business leaders around the world. Growing 
workplace participation is critical for businesses, societies, and countries to achieve long - term growth, 
and for the global economy to return to a more stable and peaceful future especially in present Covid - 19 
pandemic where lot of business houses has to close their operations due to lack cash flow.

Employees can be divided into three groups depending on their degree of engagement: actively 
disengaged, neutral, or not engaged (neither engaged nor disengaged), and engaged. Employees that 
are disengaged have a pessimistic attitude about the company and are involved with it with a negative 
outlook. These workers generally exhibit rebellious and aggressive characteristics, and they are more 
likely to engage in predatory labour union practises.

Employees who are neutral or not engaged are neither engaged nor disengaged. These workers are 
more concerned about retaining their membership in the association, as well as their salary, benefits, 
and earned time off. These workers are only concerned with performing their duties in compliance with 
their employment contracts and are unconcerned about the organization’s goals, intent, vision, task, or 
strategic objectives. Employees those are solely focused on themselves are unlikely to cause problems 
in the workplace.

The engaged employee is the organization’s third form of employee. These committed employees 
not only give their hand, head, heart, and soul to the firm, but they also put the business’s interests 
ahead of their own. These workers are constantly looking for organisational competence and a competi-
tive advantage. Employees who are engaged are usually linked to the organization not only physically, 
psychologically, and emotionally, but also spiritually. Spiritual association with any entity tends to be 
more metaphysical and scholarly in nature. In other terms, employee commitment is nothing more than 
meeting all of the psychological contract’s obligations.

Nowadays, committed and productive employees are the only resource that matters. Access to other 
resources is no longer a constraint; capital flows freely across borders, companies have access to technology, 
raw materials can be exported globally thanks to globalisation, and knowledge is available to everyone 
who wants to flag it down on the high digital super road., There is a scarcity of committed employees 
who are spiritually connected to the enterprise and willing to go above and beyond to accomplish the 
organisation’s vision, mission, objectives, goals and strategies. Owing to the global depression, the global 
economy is constantly under serious strain, resulting in downsizing and other cost - cutting steps. Also 
engaged employees are suffering from a psychological crisis, and whether employee’s commitment is a 
blessing or a bane is a point of contention.

BACKGROUND

As per Macey & Schneider (2008), employee engagement is an attachment, dedication, motivation, loyalty, 
zeal, keenness, focused endeavour, vigour, and liveliness towards achievement of organizational goals 
and obligations. Maslach et al. (2001) visualized employee engagement as contrary to the three burnout 
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attributes: fatigue, scepticism, and feeling of inefficacy. Schaufeli et al., (2003) defined engagement as an 
optimistic, gratifying work environment that is endowed by dynamism, perseverance, and assimilation. 
As per Kahn (1990), employee engagement is harnessing of workforce to their work roles, workforce 
expresses themselves physically, cognitively, and emotionally during role performance and psychologi-
cal differences of individual impact their ability to engage or disengage in their role performance. As 
per Seijts & Crim (2006) there are ten ‘C’, connect, carrier, clarity, convey, congratulate, contribute, 
collaborate, control, credibility and confidence provide a blueprint to employee engagement to leaders.

Bakker et al. (2004) stressed that employees who are engaged earn higher scores in their role perfor-
mance from their co - workers, suggesting that employees who are engaged perform well and are able 
to perform more. In his article, Bakker et al. (2008) cited four reasons why engaged employees perform 
better than non - engaged workers. Engaged staff: first, optimistic feelings are always encountered with 
zeal, commitment, optimism, happiness, and enthusiasm; second, improved psychological and physical 
wellbeing is experienced; third, build their own assignment and personal resources (e.g., encouragement 
from others); and finally pass their dedication to others

Wellins & Concelman (2005) suggested that employee engagement is concerned with an amalgama-
tion of commitment, loyalty, productivity and ownership and at the same time is an imaginary power 
which pulls the workforce to give some extra effort for higher level of performance. As per Crabtree 
(2013) (Gallup report) on America’s workforce showed that employees either not engaged or disengaged 
causing a total loss of 500 billion USD. As per Shaw (2005) employee engagement basically deals with 
poignant, rational and mental loyalty to the work and workplace and self - propelled power required to 
perform it. Robinson et al. (2004) states engagement is one level higher of commitment.

Several literatures lead to the conclusion that personal resources often have a significant role to play in 
deciding the level of work commitment in addition to job efficacy. Studies performed by Xanthopoulou 
et al. (2007), found that workers engaged are highly self - effective, confident and feel they can perform. 
In their analysis of female school principals, Bakker et al. (2006) found that those with the most personal 
resources scored highest on job commitment. A broad cross - sectional study of 1,910 South African 
police officers was conducted by Rothmann & Storm (2003) and found that dedicated police officers 
are problem - focused, taking aggressive action to try and eliminate or rearrange hooligans.

MAIN FOCUS OF THE CHAPTER

This is an exploratory research focuses mainly on understanding the concept of employee engagement. 
In economic slowdown as top line and bottom line don’t allow the company to continue even the services 
of engaged employee and at the same time it is only engaged employee who can facilitate combat the 
recession. This chapter tries to map the psychology of both the parties i.e. employer and employee and 
a sincere effort has been made provide a solution to dilemma.

Research Objective

• To explore employee engagement concept and its interaction with slowdown / recession phase of 
business cycle.

• To study critically employee engagement is a myth or reality especially in recession phase of busi-
ness cycle.
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• To assess the impact of economic meltdown on terms, conditions and morale of engaged employee.
• To conclude by giving recommendations how to cope up the downturn using employee engage-

ment as a major instrument.

Research Methodology

This is an exploratory and qualitative study relying on secondary data and real - world knowledge of 
professionals, academicians, researchers, HR consultants, and research institutions. Several individuals 
and organisations have performed comprehensive research and have shared their data and information, 
which are either in the public domain or have been published in journals, newsletters, research studies, 
books or digital source.

The researcher compiled a list of available sources and attempted to rationalise them in context of the 
current socioeconomic, technological, and political climate. While there is a plethora of literature on this 
topic, there is a scarcity of written material on the effect of economic downturn on employee engagement 
mechanisms. This research paper is an attempt to critically examine and broaden one’s knowledge base.

Dynamics of Employee Engagement

Dynamics of employee engagement can be expressed by The Zinger Model on Employee Engagement 
and Maslow’s Hierarchy of Needs Framework for Improving Employee Engagement.

The Zinger Model on Employee Engagement

David Zinger has introduced a workable model that sheds light on various aspects of employee partici-
pation, commitment, and engagement based on his comprehensive and detailed work on the topic. The 
model outlines 14 keys that a manager must obey in order to produce meaningful performance.

The 14 Employee Engagement Elements

• Achieve Results: The aim of employee engagement is to produce results. The model’s first key, 
on the far right, starts with the outcomes that the company, department, team, or person wants to 
achieve. The most critical question for this model is what do you want to achieve, and how will 
you know when you’ve achieved it?

• Craft Strategy: One need to develop a plan to get there in order to achieve their goals. For achiev-
ing their goals one has to craft a strategy. Is there awareness and the plan to make it success?

• Connect: Connection is a crucial aspect of employee engagement. In certain cases, connection 
and engagement are synonymous. How connected are workers to other aspects of commitment, 
such as their company and the genuine happiness? The core keys of CARE embedded in the em-
ployee engagement model begin with Connect.

• Authentic: Authenticity is the second letter of the acronym CARE. Employee participation must 
be real. Employees and consumers can tell whether anything is fake from a mile away or even in 
a split second. We must move beyond shallow relationships, culture, or pleasure to heartfelt com-
mitment. True and robust engagement is the hallmark of successful engagement.
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• Recognition: The ‘R’ in CARE stands for recognition or acknowledgment. Good employee in-
volvement necessitates strong recognition. One should not just provide long service certificates 
or memento. Are workers completely recognized and compensated? Do workers understand the 
significance of their job and how it relates to outcomes?

• Engage: CARE comes to a close with the letter ‘E’, which stands for engage. We always use the 
verb “engage” instead of a static noun when we speak about “engagement”. Engage focuses on 
the engagement actions. Engagement isn’t a one - time metric or a constant condition. To fully 
observe and contribute to the diverse elements of workforce, one must engage.

• Enliven Work Roles: To fully participate, one must perform a variety of roles. A role is a set of 
behaviors, rights and obligations at work. While staying completely involved in the roles one must 
avoid taking on too many roles or role overload. Leaders and managers should not ignore their 
own positions as employees.

• Excel At Performance: Successful performance can be achieved by engagement with outcomes. 
It is a common perception engaged employee should be star performers. Engaged employee who 
are star performers assist each employee in achieving at least their performance standard for the 
benefit of their customers, the company, and themselves.

• Esteem Organization: How well does the employee fit into the company? Is there a link between 
the corporate and individual brands? Do workers feel as though they are an integral part of the 
company? Are they proud of working in company and equally proud to recommend it to others 
and serve as brand ambassador?

• Foster Community: Strong bond with community or society is a key factor in employee engage-
ment. These connections and communities may be personal or via social media. Do we build last-
ing relationships and outcomes? Relationships and culture are at the heart of work. Organizations 
that do not turn into societies run the risk of being outdated or forgotten.

• Serve Customers: Employees are expected to represent the organization, and there are clear links 
between employee and customer interaction. Is the employee so pleased with the company and 
management that he or she is willing and able to give the same quality of service to external and 
internal customers?

• Develop Career: Employees should be able to enjoy the rewards of their jobs. Employees should 
have opportunities for both personal and professional growth through work that involves every-
thing from learning and development to improving their own value, exposure, and engagement. 
One spends too much time at work, and it should help one achieve his full potential.

• Leverage Energies: Energy is the raw material of engagement. Does one have the stamina to 
completely participate? Does one provide the energy to boost the company or sucks energy of 
their coworkers? Mastery of physical, mental, emotional, moral, and organisational resources is 
required for effective engagement. The most important resource for engaged working is energy, 
not time.

• Experience Well - Being: Job should be, at the end, contributing to the happiness of its employ-
ees. Employees must be able to participate in healthy activities as well as enjoyment. The wellbe-
ing and efficiency of individual workers are critical to the success of an organisation.

David Zinger Model on Employee Engagement considers all important aspects that could impact the 
involvement, engagement and dedication of employees.
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Maslow’s Hierarchy of Needs Framework for Improving Employee Engagement

Maslow’s Hierarchy of Needs is a strong and comprehensive structure for comprehending the needs of 
today’s workforce. Talent engagement has become a business priority as a result of the post - COVID 
economic slowdown. Maslow’s theory provides companies in honing talent and growing employee 
engagement by delivering the right kind of gratification.

Levels 1 and 2 of Maslow’s theory are what we call the bare minimum or basic needs of a human be-
ing, such as water, food, shelter, financial protection, and stability, and they are represented by a pyramid 
with five levels. Levels 3 and 4 are higher - order needs, such as the need for attachment, social standing, 
respect, and acceptance that are more psychological in nature. Maslow’s hierarchy can be rearranged 
and used in a number of cases.

It promotes a bi - directional model at work, which is a two - way interaction between employee and 
employer. It offers a scale for assessing job satisfaction and heading toward improved fulfilment and 
effect at work from the employee’s perspective. From the standpoint of an organisation, it aid in the 
development of a positive work culture, which increases morale, commitment, and, eventually, success.

In the context of employment engagement, office space, financial incentives, and benefits, most 
companies may fulfil the first two levels of needs. The discrepancy is found at levels 3 and 4. Equal pay 
and decent working conditions, as later researchers such as American psychologist Frederick Herzberg 
demonstrated are simply “hygiene factors” that prevent disengagement. To put it another way, their 
absence can lead to disengagement, but their presence does not lead to constructive engagement. As a 
result, companies must concentrate on levels 3 and 4 in order to increase employee engagement.

Although Maslow’s hierarchy of needs has been shown to be valid for people and societies all over 
the world, Maslow himself has stated that the theory only defines a general order of needs and that 
individual needs will differ. Some individuals, for example, may place a higher value on emotional con-
nection than financial protection, while others may place a higher value on status and recognition than 
group affiliations. As a result, it’s critical for companies to figure out which category of Maslow’s needs 
pyramid best corresponds to individual workers and then map similar recognition categories. HR leaders 
can use technical tool to get the data they need to personalize and iterate their employee engagement 
programme for the best performance.

Engagement A Pious Bond Between Entrepreneur and Employees

Professors Gerard Seijts and Dan Crim, have provided highly relevant blueprint to leaders for employee 
engagement:

• Career: Employees must be challenged and motivated in the workplace in order to advance their 
careers and stay active. Simultaneously, they must be equipped with the resources and skills nec-
essary to meet these new challenges.

• Clarity: Employees thrive when they recognize how their position contributes to the broader 
organization’s mission, vision, and goals. Can they express their own priorities, how they plan to 
accomplish them, and how they contribute to the company’s overall goals?

• Connect: Often engagement begins with an employee’s relationship with their supervisor. Is the 
employee convinced that their boss is concerned about them? If not, money spent on other projects 
is a waste of money.
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• Collaborate: Research study good, trustworthy team relationships have been shown to result in 
improved productivity. Employees are more likely to be involved if they feel valued by their co-
workers and have the opportunity to contribute to their teams.

• Contribute: Do employees realize how their contributions have an impact on company’s success? 
Individuals who feel like cogs in a wheel whose operations are hidden from view can feel disen-
gaged from the larger task.

• Convey: Leaders must provide continuous input to their subordinates, so that they are aware of 
how their success is being addressed and how they can improve. Managers are well placed to share 
their insights with their teams on a weekly or regular basis, as performance evaluation shifts away 
from annual reviews and toward ongoing input.

• Congratulate: We have a tendency to provide feedback only when an employee has failed to meet 
standards, and we neglect to compliment them on their accomplishments. Praise and recognition 
are effective communication tools.

• Control: Include the employees in the decision - making process, particularly if the result would 
have an impact on them personally. Allow them to choose how to get things done, coordinate 
their workflow, and solve problems as much as possible (this will vary based on skill level). This 
increases a person’s sense of worth, their confidence in management, and their sense of control 
over their work.

• Credibility: Is your team proud of your company’s name and reputation? You develop the brand 
externally and give your team another reason to believe in what they do by ensuring that your busi-
ness maintains high ethical standards.

• Confidence: Individuals must have confidence in their organisation and its leaders’ decisions in 
order to become committed workers. Keep in mind that you set the bar high in terms of both eth-
ics and success.

With a sample size of 1500 million, Gallup’s study reveal majority of workers worldwide, 63%, are 
“not engaged or neutral” which means they are unmotivated and less likely to devote discretionary atten-
tion to organisational goals or outcomes. And 24% are “highly disengaged,” meaning they are depressed 
and unproductive at work, as well as likely to spread negativity to their colleagues. In rough numbers, 
this amounts to 900 million employees who are not engaged or neutral and 340 million who are actively 
disengaged all over the world.

In the 2011 - 2012 report, 13% of workers were engaged, up from 11% in Gallup’s previous global 
workplace survey, conducted in 2009 - 2010. Furthermore, the percentage of people who are “actively 
disengaged” has decreased from 27% to 24%. Low levels of global worker participation, on the other hand, 
continue to impasse increases in economic productivity and quality of life in many parts of the world.

Employee engagement levels vary across global regions and countries within those regions, as they 
did in Gallup’s employee report. North America (that is, the United States and Canada) has the largest 
proportion of engaged employees (29%) led by Australia and New Zealand (24%) at the regional level 
at the same time least engaged employee were found from East Asian region which is only 6%.

Employees have varying levels of dedication and participation, and its understanding varies from 
company to company.

• Satisfied Employees: are those workers who want to be a part of the company and are satisfied 
with the status quo. Satisfied workers aren’t necessarily efficient workers.
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• Motivated Employees: is more concerned with individual objectives and makes additional efforts 
to reward organizational activities that meet his or her ultimate requirements.

• Committed Employees: committed to the company’s priorities, goals, objectives combined with 
personal goals.

• Engaged Employees: are emotionally attached with the organization and are institution builders. 
They know the desired expectations for their role so they can meet and exceed them. They’re natu-
rally curious about their company and their place in it. They perform at consistently high levels. 
They want to use their talents and strengths at work every day. They work with passion and they 
drive innovation and move their organization forward.

Employee engagement relates to workers’ ability to dedicate their physical, mental, and emotional 
energy to their job and organisation. Employee involvement, in simple words, enables employees to work 
not only with their heads and bodies, but also with their souls. When someone puts their heart and soul 
into their work, it creates a cordial atmosphere in which organisational and individual goals can be met 
more effectively. Employee engagement is a multifaceted framework made up of cognitive, emotional, 
behavioural, and individual role performance components.

Any business would like to have engaged staff because they are more likely to be innovative and 
imaginative, it is more significant when In a period of growth in which the organization tries to hit new 
heights in the corporate world in order to achieve a competitive advantage. Staffs who are engaged have 
a high level of confidence in the organisation, a voluntary willingness and passion for loving and enjoy-
ing their jobs, and a wider view of the company’s vision and mission. Employee involvement, without 
a doubt, is a partnership between an organisation and its workers in which everyone works together to 
achieve organisational goals and individual objectives.

Only a devoted employee is mentally and emotionally linked to the company, deeply cares for its 
goals, and is dedicated to its objectives. He goes above and beyond by linking himself to the company’s 
guiding principles. Employees who are committed are more likely to stick with the company and support 
its products or services. Employee engagement is described as employees’ positive attitude toward the 
organization and its values. It is rightly said that committed workers are a company’s only long - term 
competitive advantage. Employees who are engaged care for the company’s success and are willing to 
put in extra effort to help it achieve its goals. Employee engagement, not employee satisfaction, is used 
to determine an organization’s productivity.

When the economy is in a slump, employers are under pressure to implement cost - cutting measures. 
Almost all companies are experiencing financial difficulties as a result of the economic crisis, as demand 
for goods and services have plummeted. With a drop in demand, it’s critical to cut costs, resulting in a 
surplus of jobs. Wages and wages account for the greatest portion of all variable costs. Most businesses 
have no choice but to accept lower salaries, no raises, and decreased fringe benefits, as well as lower 
social and welfare costs, increased working hours, turnover, layoffs, and retrenchment. Workers’ morale 
is at an all - time low, and they are frequently negative, as a result of the above - mentioned working 
conditions. And the employees who are involved are looking for a way out. They have no idea whether 
his position will be safe the next morning. Following the layoffs of their co - workers, these employees 
are afraid of being obsolete, expecting the worst and conceiving no need to offer everything. Fear of 
losing their jobs has sparked a “psychological crisis” among hardworking people. This is a vital and 
pathetic situation for both parties.
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According to study, engaged employees are more vulnerable than disengaged employees. Commit-
ted employees are more identified with the organisation and feel more stress and mental pain when 
they consider leaving the present company. Engaged employees align their interests and priorities with 
the company’s vision, purpose, and intent, and it’s difficult to break the emotional and spiritual bond. 
Companies, on the other hand, do not want to risk their stars that are instrumental in achieving the orga-
nization’s aspirations, dreams, missions, and objectives. Companies understand that only these diligent 
employees are capable of assisting in times of turmoil and combating the recession demon. As a result of 
the economic downturn wreaking havoc on industries, these companies are in serious financial trouble, 
and lowering their financial burden has become inevitable for them. Organisations are reluctantly forced 
to discharge their engaged employees in this economic environment, and retrenchment has become a 
necessity. When businesses downsize engaged employees due to a decrease in net profit, this is a major 
concern for both staff and employers, since these organisations also know that only the engaged employee 
can help them get out of financial trouble.

SOLUTIONS AND RECOMMENDATIONS

Employee Engagement as a Beacon of Pride in the Wake of Recession

In a bad economy, a motivated employee is a competitive advantage because it makes the company more 
resilient and helps it get through challenging times. The engagement of committed employees makes 
it easier to bounce back from bad news and focus on opportunities to grow the company right away. 
Employee loyalty should be maintained because it provides competitive advantages during a downturn. 
In times of adversity and extreme economic conditions, employee involvement becomes much more 
important and significant. Staffs are able to give their best when they are treated well and valued, and 
the ability to channel their ability is a strategic distinction. It is their choice, decision, attitude, and be-
haviour that decide the outcome. In a recession - prone economy, it is critical for companies to maintain 
a focus on employee engagement and to develop emotional and spiritual bonds with workers, resulting 
in highly satisfying and productive relationships with employees that can contribute to an organization’s 
long - term success.

Managers should actively encourage their staff to provide input on key business issues, think in-
novatively, and leverage their talents to help build an organisation where employees want to work and 
achieve business goals, and managers should actively empower their workers to provide feedback on key 
business challenges, think innovatively, and exploit their talents to help create an organisation of agility 
and strategic strength to fight the inevitable problem of economic recession.

FUTURE RESEARCH DIRECTIONS

Present research paves the way of further research which can be based on identifying the measuring 
instruments which can measure level of engagement in the time of economic recession or slowdown. 
Research can be based on if there is any compulsion to the organisation to retrench or layoff the work-
force, how it can be it implemented with human face so it hurts least to both the parties and steps to be 
taken to continue the pre - retrenchment bond. Research can be based on if there is any compulsion to the 
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organisation to retrench or layoff the workforce, then to what extent retrenched or laid of employee will be 
still remain engaged to the organisation and show willingness to re - join when called to do so. Research 
can be based on if there is any compulsion to the organisation to retrench or layoff the workforce, then if 
retrenched or laid of employee remains engaged to the organisation then to what extent commitment and 
engagement will fade away lapse of time. Upcoming research can be based on change in perception of 
engaged employee towards the organisation when they are retrenched. Upcoming research can be based 
on how employee engagement can be made a pull factor rather than a push factor to combat recession.

CONCLUSION

The study concludes that employers should be patient with changes in terms and conditions of employ-
ment, and any layoff or retrenchments should be done with the human face in mind. It is critical to avoid 
layoffs or retrenchments of engaged workers. Reduced salaries, no raises, work sharing, sabbaticals, 
wage - free leave, redeployment, outplacement, and all other solutions should be tried first, and dedicated 
workers should be laid off only when all other options have been exhausted, since these employees are 
the organization’s most valuable assets.

The most crucial aspect is communication. Whether or not they ask for it, keep the workers updated. 
In these tough economic times, it is much more important to disseminate information and ensure that 
everybody in the company receives the messages. It’s important to keep lines of communication open, 
but don’t wait for questions or issues to be raised; predict what workers want to know and give them the 
information they need. Individuals and small groups should be able to share their fears and concerns. 
Inform them of your knowledge of the situation, accept their strong feelings, and value their opinions. 
It could be a rough bumpy road and a long way toward growing employee involvement and building 
confidence. Employee engagement dealt with creating a conducive atmosphere, successful leadership, as 
well as ownership of the workplace and position, product and service advocacy, and brand ambassador-
ship, but ultimately it is concerned with creating an organisation that provides real business performance 
especially in economic crisis.
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KEY TERMS AND DEFINITIONS

Downsizing: Reducing number of workforce.
Economic Meltdown: Is an economic collapse which may be due to bad financial conditions, like 

recession, bankruptcy, and high joblessness.
Employee Engagement: Is a term that defines level of commitment of an employee i.e to what extent 

an employee is emotionally attached to organisation.
Global Recession: Economic slowdown across the world.
Layoff: Temporary expulsion/discharge of a worker.
Morale: Sense of belongingness to a team or group.
Psychological Crisis: Facing mental or emotional trauma.
Resource: Productive power of natural things.
Retrenchment: Permanent expulsion/discharge of a worker.
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ABSTRACT

Women are traditionally regarded as homemakers and are restricted to household affairs and family 
customs. At the same time, the Indian society is a male-dominated one in the sociological setup, and the 
women are considered weak and dependent. The major problems of women’s entrepreneurship devel-
opment in India are poor degree of financial freedom for rural women, lack of direct ownership of the 
property, low risk bearing ability, and lack of contact with successful women entrepreneurs. Through 
their diligent work, determination, integrity, and dedication, these ambitious women are making a repu-
tation for themselves and gained wealth. The primary objective of this chapter is to discuss the status 
and problems along with the solutions of women entrepreneurs in India. It also includes the significance 
of women’s entrepreneurship and analyzes the policies of the Indian government for women in urban 
and rural areas. It will initiate a dialogue with policymakers on how to foster enhanced innovation in 
women-owned enterprises in India.
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INTRODUCTION

Today, there is a need to know about Women Entrepreneurs. It is a fact that we have very little knowledge 
or information about women entrepreneurs. One main reason can be that women entrepreneurs are involved 
in so called petty business - like running shops from home or involved in small cottage industries that too 
not in main cities or town. Women entrepreneurs are a category that has been understudied. We know 
very little about women entrepreneurs, and our lack of understanding of this important demographic is 
a major concern in any effort to increase the total number of entrepreneurs in our economy. They have 
entrusted themselves to petty business and small cottage industries by and wide. Business established or 
owned by women is about the place of Women in Society as well as acceptance in entrepreneurs’ group. 
As per latest reports out of total recorded entrepreneur’s 10% share goes to women and it is increasing at 
a steady pace. This signifies the role of females to transform and lead the business. Women’s entrepre-
neurship is concerned with both the status of women in society and the role of entrepreneurs. Women 
increasingly strengthen, lead, and transform the face of how business is done today. It is reported that 
about 10% of the total entrepreneurs in India are currently female entrepreneurs. It is also clear that 
this percentage is increasing year after year. However, since traditions are deeply entrenched in Indian 
culture, Indian women will have to put in a lot of effort to achieve parity in terms of rights and roles. 
Although present day women have much more support from family as well as society but still financial 
liberty and dependence on family plays a major part to come forward to start a business. Women’s entre-
preneurship growth in India is hampered by a lack of financial independence for rural women, a lack of 
direct property ownership, a lack of risk - taking capacity, and a lack of communication with established 
women entrepreneurs. Many women have been influential in their work, despite all the social barriers. 
Through their diligent work, determination, integrity, and dedication, these ambitious women are mak-
ing a reputation for themselves and gained wealth (Dhameja et al., 2000).

The growing status of women as entrepreneurs has resulted in a shift in the country’s market demo-
graphics and economic development. Women - owned businesses resulted in societal empowering and 
job creation in the country. To promote successful growth in the country, women entrepreneurs must 
develop sustainably, and Start - up India is entrusted to ushering the environment for women entrepre-
neurship. Because of the push and pull factors, female entrepreneurs participate in the business, allowing 
women to have an autonomous profession and stand on their feet. In this complex environment, women 
entrepreneurs have become a component of the global expedition for long - term monetary and social 
growth change. The wave of women - owned businesses is gaining momentum in almost all places of 
world because of rapid urbanisation, industrialization, and the expansion of reach to quality education and 
personal rights. Women’s entrepreneurship is a rising industry worldwide. It is on the agenda of several 
National and international development organisations. Agencies and multilateral organizations and are 
a priority of several civil society organizations and foundations. Women, however, remain significantly 
under - represented as entrepreneurs, even in countries where women are not represented. Participation 
in the labour market has risen gradually. In addition, some gaps in information remain on the obstacles 
that impede the role of women in promoting sustainability (Coughlin & Thomas, 2002).

Many other recent policy initiatives to assist women entrepreneurs are emerging. Several countries 
are looking into the possibility of using procurement processes to help women gain access to new mar-
kets. They are attempting to increase funding for progressive female entrepreneurs. With dedicated sup-
port incubator and acceleration initiatives, the need to offer better opportunities for innovative women 
entrepreneurs is required. Lower levels of entrepreneurial expertise, intimidating social and cultural 
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attitudes, challenges in receiving start - up funding, less successful entrepreneurial channels, and policy 
environments that discourage women from participating in entrepreneurship are among the obstacles 
that women encounter when starting a business. Traditional methods including training and funding do 
not cover the entire population, so these strategies must be extended (Chandra, 1991).

In a modern organization, it is not possible to identify an entrepreneur because he (she) is not a single 
person. The entrepreneur is no doubt the creator and manager of a business. He is not to be treated as a 
specific type of individual. Rather, as Donnelly has rightly suggested, “entrepreneurship can be consid-
ered a behaviour, encompassing an individual’s pursuit of opportunity without regard to the resources 
the entrepreneur currently controls”. Any single female or a group who innovate imitates for the purpose 
of implementing an economic operation is referred to as a woman entrepreneur. To put it another way, 
any woman or group of women who operates a business enterprise. As per Indian government women 
entrepreneur means, any enterprise which is controlled and owned by a woman who is having at least 51% 
OF FINIANCIAL interest in it, a woman entrepreneur is defined as, an enterprise possessed and owned 
by women, with a minimum financial interest in 51% of the employment generated in the enterprise.

BACKGROUND

Women are better entrepreneurs than men because of their nurturing skills such as developing others, 
building relationships, since they are emotionally intelligent about the human side of business, are fairer 
negotiators and are considered more open - minded. In fact, female leaders were better rated on many 
levels of business such as innovativeness, problem solving, taking initiatives, etc.

The country has 13.5 - 15.7 million women possessed enterprises, which is 20% of all the enterprises. 
They lead to a direct employment of 22 to 27 million people. India has seen a spurt in the number of 
entrepreneurs coming up, but it has left behind an important demographic, its women. Women’s involve-
ment in the labour force has reduced further.

In the coming decade, India will have the largest working age population of more than one billion 
people. The private sector and the government alone cannot provide jobs for everyone. It is exactly 
why we need entrepreneurs springing up everywhere. Entrepreneurship among women is even more 
important because it not only helps with creation of jobs, but also transforms the lives of children and 
the entire family.

India should compare its numbers with other countries and treat it as a benchmark to increase female 
entrepreneurship in the country (Brush & Cooper, 2012). Adhering to such benchmarks will create 
30 million women - owned businesses, which can employ more than 150 - 170 million people. It also 
represents more than a quarter of the new jobs needed for the entire working - age population from this 
year to 2030.

• More Jobs: We should observe that most India’s women have not participated in the labour force. 
When the government gives them sops or provides benefits to start their own venture, there will 
be a spurt in jobs suddenly. It will turn the economy around because there will be more people (es-
pecially women) who will be able to afford more things. The entire demographic has been largely 
non - existent in the female entrepreneurship space. The opportunities are wide open, although 
one must admit that India is not the easiest country to start a business in. India is ranked 63rd out 
of 190 countries in the World Bank’s Ease of Doing Business report.
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• More Women in The Ecosystem: When there are women in power, you will find them adding 
more women to the workforce. Women will be more open to working in establishments that are 
run by women. Encouraging women entrepreneurship also results in better social outcomes for 
education, childcare, and health.

• Narrows Gender Gap: Needless to say, that India’s Record put us on shame when we talk about 
Gender Gap, we are ranked 123rd in the world. The gender gap will reduce when there are more 
women entrepreneurs in the fray. The next generation of women will have role models to look 
up to, which will increase participation of women in the labour force and the number of women 
entrepreneurs.

• Safe Workplace: Women tend to be a lot more empathetic and are driven towards creating work-
places that are safe and inclusive. Since women struggle with work - life balance, they are more 
inclined to create a work culture that encourages people to have the best of both worlds. Because 
of the flexibility and safety that women - led businesses offer, more women will feel comfortable 
to join these enterprises.

Women who are unable to demonstrate their full potential in society miss out on tremendous op-
portunities for job creation, economic growth, and other benefits. A recent study revealed that if India 
were to close the gender gap, it could increase its GDP by 6.8% . India needs to do more to encourage 
its women to take up entrepreneurship. The Indian government has created many schemes to encourage 
female entrepreneurship like Mudra Yojana Scheme, Annapurna Scheme, Dena Shakti Scheme, etc. All 
of these are government - enabled schemes that offer financial assistance and mentorship for women to 
start their enterprises.

MAIN FOCUS OF THE CHAPTER

Problems of Women Entrepreneurs

In India, women entrepreneurs still face several structural challenges. Records shows that companies 
started or raised by only women had a really a hard time raising enough money. As per August 2020 
report released by the Global Alliance for Mass Entrepreneurship (GAME), an organisation of medium, 
minor and micro enterprises, 80% plus of women entrepreneurs in India are involved in solo businesses, 
out of which 86% being self - funded. In addition, just 0.6% of the total $ 13 billion, raised by Indian 
start - ups in 2018 went to all feminine founding teams, and women entrepreneurs account for just % of 
India’s total production in the industry, according to the GAME survey women entrepreneur face several 
problems like male entrepreneurs (Pramanik, 2020). They have more issues than male entrepreneurs.

These problems can be classified into sets:

• General problems challenged by all the entrepreneurs

• Specific problems challenged by women entrepreneurs
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General Problems

• Financial Problems: Finance is considered to be the backbone of every company, whether large 
or small. Women entrepreneurs face a lack of funds for two main reasons. First, women in general 
do not own property in their own names that can be used as collateral security to obtain loans from 
outside sources. Hence, their access to external sources of funds is limited. Second, unfortunately, 
banks continue to view women as less creditworthy and discourage female borrowers, based on 
the belief that they could leave their business at any time for any reason.

Under such circumstances, Women are forced to rely on their own savings as well as loans from family 
and friends. And most of times it’s not possible to get a healthy finance to start a business. This is a 
major hindrance to start a business for women entrepreneur.

• Raw Material Scarcity: Mostly women find it very hard to obtain the raw materials and other 
necessary inputs from far flung areas. In addition, during initial years due to their new entry, they 
may be compelled to pay high prices for the raw materials, and they may not be able to get any 
trade discount or timely supply of such raw materials etc. The scarcity of essential raw materials 
or their non - availability in time put the enterprises, run by women, in danger of shutting down.

• High Competition: Being new to business women do not have an adequate organisational set up 
to infuse in a lot of money for advertising to popularise their products. Thus, they face a tough 
competition from existing products to get market for their products. Also, many of times they do 

Figure 1. General Problems Faced By Entrepreneurs
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not get proper support from their male counterparts. This could be a reason for early closure of 
pack - up of an enterprise started by a woman.

• Marketing Problems: Women normally find it very difficult to enter in a new market and to pro-
mote the sale of their products. The middlemen are most likely to exploit the women entrepreneurs 
in various ways.

• Infrastructure Problems: Women entrepreneurs do not have adequate infrastructural facilities 
either for setting up their manufacturing activity or for making activity as such infrastructural ac-
tivities require heavy investment which is beyond the capacity of women entrepreneurs.

Specific Problems to Women Entrepreneurs (Mauchi et al., 2014)

• Playing Safe Strategy: In India generally, women are brought up in a different manner. Normally 
they are less exposed to world. They are less educated and economically more dependent on oth-
ers. In other words, they are economically not independent. Therefore, these factors reduce their 
ability to take risks involved in business and they try to play safe by not taking risk. Risk - taking 
is an essential requisite of a successful entrepreneurship. But women entrepreneurs have a low 
capacity to bear financial and other risks. Inferiority complex, low education, unplanned but pro-
tected growth, lack of infrastructure, etc., are the main factors for their low ability to take or bear 
risks.

• Dearth of Self - Confidence: A female entrepreneur is normally not very much confident in doing 
anything independently, particularly in India. They hesitate to take risks. They are conservative in 

Figure 2. Prominent Obstacles Faced By Women Entrepreneurs
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their outlook. The public in general look at women entrepreneurs with suspicion and they do not 
support nor encourage them.

• Lack of Entrepreneurial Aptitude: Women generally lack entrepreneurial aptitude. They lack 
any entrepreneurial bent of mind as well as entrepreneurial creativity, motivation, behaviour, etc.

• Lack of Mobility: Women, particularly in India, lack mobility. In other words, their mobility 
is highly limited due to various reasons. Women cannot travel alone freely and safely nor can 
they deal courageously with men or male officers who always try to humiliate women, when ap-
proached for any official or business work. Travelling is also not possible and feasible for women 
entrepreneurs. Thus, the mobility of women entrepreneurs is very limited, particularly in India.

• Family Problems: In our country it is supposed that woman will take care her children and other 
family members. Lot of time and energy will have to be used by the woman in looking after her 
family affairs. As a result, her involvement in family matters leaves her with little time and energy 
for work. Therefore, married women entrepreneurs must make a satisfactory balance between 
family burden and business burden.

Their success in this connection depends upon the willing support of their husband and other family 
members. Because without the consent and full support of her husband and without the cooperation and 
encouragement from the other members of her family, no woman entrepreneur can hope to succeed in 
her business. Otherwise, there arises a role of conflict for women entrepreneurs in their business life. 
Such conflicts prevent them from taking prompt and sound decisions in their business. The movement of 
women has been slowed down because of the traditions and family responsibilities, despite modernisa-
tion. Further, the work - related background of the families, and educational level of the husbands will 
have a great impact on the development of women entrepreneurship. The development of kindergartens, 
day - time nurseries, creches, and family planning and most important one, desire for a larger income 
and higher standard of living, have to some extent helped the women entrepreneurs to carry on their 
business without affecting the social prestige of their husbands.

• Male - Dominated Society: We live in a society which is dominated by males. Although our 
constitution speaks of equality between men and women, but women are not treated equal to men. 
Women are looked down upon as weak and incapable in all respects. Women suffer from male 
reservations about their role, ability, and capacity. Such an attitude of men towards women creates 
an obstacle to women’s entry into business.

• Social Attitudes: The biggest problem faced by the women entrepreneurs is the problem of social 
attitudes towards women and the constraints in which women entrepreneurs work and life. Despite 
constitutional equality, there is a great discrimination against women. In our society, which is 
bound by customs and traditions, women suffer from many reservations imposed by men on their 
role and capacity. This is particularly true in rural India. In rural areas, women face struggle not 
only from the male members but also from the elderly female members who do not accept the 
principle of equality. The overbearing presence of the elders in the family restrains the young girls 
from venturing out.

Though the rural women have the potential to become entrepreneurs, they are not properly trained 
and given scope. It is believed that the skill imparted to a girl is lost when she is married. Hence, girls, 
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though having entrepreneurial talent, continue to be helpless in rural handicrafts and small scale and 
tiny industries and hence they do not become entrepreneurs.

• Lack of Education: Not only in India but also in the world women get less opportunity for educa-
tion to enhance their skills especially in marketing, business development, technology, etc. Nearly 
48% of women in India are still illiterate as per 2001 census. Low level of knowledge or education 
among women is a major reason for the lower level of achievement motivation. Therefore, a low 
level of education is a hindrance for setting up and enterprise by a woman. Lack of education leads 
to a lack of knowledge and experience among women creates still more problems for them in their 
business i.e., because of their inability to deal with outsiders.

• High Cost of Production: Another issue that women entrepreneurs face is high investment in 
some areas of production, which reduces efficiency and limits the growth of entrepreneurship 
among women. The assistance given by the government and other agencies in the form of grants 
and subsidies may enable them to tide over this difficulty but to ensure their ultimate success and 
survival, it becomes necessary for them to improve their efficiency, expand their productive capac-
ity, and lower their production costs. Even so, women entrepreneurs face a number of challenges, 
including labour, human resource, infrastructure, legal formalities, a lack of family support, and 
so on.

• Low Need for Achievement: Need for high achievement, independence, autonomy and freedom 
are the prerequisites for success in entrepreneurship. But women, by nature, prefer to grow under 
some assured shelter and glory of their parents, husbands, brothers, sons, etc. They have got some 
preconceived notions about their role in life and this attitude of women inhibits their achieve-
ments. There should be a keen usage for achievement in women, but it is true that all women can-
not be expected to have such an urge. Only these women who have got such an exceptional urge 
for achievement and independence are most likely to succeed in their business.

SOLUTIONS AND RECOMMENDATIONS

Solutions of the Problems of Women Entrepreneurs

• Finance Cells: In various financial institutions and banks, special finance cells should be opened 
for providing easy finance to women entrepreneurs. Such finance cells should be managed by 
women officers and clerks. The finance cells should provide to women entrepreneurs at nominal 
interest rate with a long duration of repayment.

• Marketing Co - Operatives: Women entrepreneurs should be encouraged and given all assistance 
for setting up marketing cooperatives. The Government and semi - government bodies should give 
highest preference to such women’s marketing cooperatives while making their purchases. Such 
cooperatives will be able to eliminate the middlemen while making their purchases of inputs and 
selling their products at remunerative prices.

• Supply of Raw Materials and Other Inputs: The government should make necessary arrange-
ments for the supply of scarce and imported raw materials and other inputs required by the women 
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entrepreneurs. The government should also give subsidies to the women entrepreneurs to make 
their products cost - competitive and sell them at competitive prices.

• Education and Awareness: Intensive educational and awareness programmes should be arranged 
so as to change the negative or unfavourable attitudes towards women. The attitude of the elders, 
particularly, the elderly women whether mothers or mothers - in - law, should be made aware 
of the potential of the girls and their due role in the society. The social attitudes of these people 
should be made positive to enable the women entrepreneurs to achieve progress in their venture.

• Training Facilities: Training and skill development are quite essential for growth of entrepre-
neurs. Special training schemes should be designed to suit the women entrepreneurs so as to create 
self - confidence in their mind about the success of their entrepreneurship. Since family members 
will not be permitted to go too far distant places for training, mobile training centres should be 
arranged.

• Similarly, part - time training facilities should also be provided during weekends and holidays. In 
addition, stipend, good hygienic creches, transport facilities, and such other facilities should also 
be provided to appeal more and more women - entrepreneurs to the training centres.

Government Schemes of Women Entrepreneurs Need to Know About

According to the studies, financially independent women raise their households out of poverty, their 
children are happier, and the country’s economy benefits. Women in the workforce would be able to 
contribute to community growth, creativity, and job creation, among other things. Society should be 
willing to recognize more entrepreneurs because of the direct and direct and indirect benefits that more 

Figure 3. Solutions for Women Entrepreneurs
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women entrepreneurs bring to the economy. The government should play a significant role for promoting 
entrepreneurship among Indian women, because it has the resources and reach and because it is its job.

Millions of Indians’ lives would be affected if government schemes are properly enforced. More than 
30% of the 138 lakh projects launched as part of the Prime Minister’s Employment Generation Program 
(PMEGP) were started by women. When the government implements such programmes, women are moti-
vated to take advantage of them because they have a financial cushion in the form of a loan or mentoring.

The Indian government has taken several initiatives to enable women to start ventures. Last year, the 
government set aside Rs. 28,600 crore ($3.9 billion) for women - specific programmes, which included, 
among other things, schemes to address the root cause of problems faced by women in need like safety, 
security, education and widow care along with women in distress. However, people feel that the budget 
has nothing to encourage new women entrepreneurs.

During April, India’s Citizen Engagement Platform MyGov, in collaboration with United Nations 
Women, provided financial assistance and mentorship to six women - led start - ups fighting COVID - 19 
with innovative ideas. The government - run Women’s Entrepreneurship Platform (WEP), which assists 
women in starting and scaling businesses, received a much - needed facelift. Some of the schemes that 
have been introduced (Figure 4) are discussed below (Jayashree & Priya, 2016).

• Bharatiya Mahila Bank: The bank was established to support underprivileged women by pro-
viding financial support in starting their own businesses. The bank loans the manufacturing sector 
up to 20 lakhs. In addition, Bharatiya Mahila Bank can grant lending for up to 1 crore without any 
security requirement.

• Annapurna Scheme: Women who need to start a food catering business can get a fifty thousand 
loan under the scheme. The money from this loan can be used to buy kitchen utensils, appliances, 
and other equipment. After the loan is approved, the woman is not required to pay the EMI for the 
first month. Banks, as well as the market rate, decide interest rates. A guarantor is required, and the 

Figure 4. Government Schemes for Women Entrepreneurs
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loan can be paid back in 36 monthly instalments. The scheme, which was first launched in 2000, 
is offered by Bharatiya Mahila Bank.

• Mudra Yojana Scheme: It is proposed for women who want to start a small company without a 
large production facility like grocery stores, beauty parlours, or schools. The scheme provides new 
companies with 50 thousand under this system, enterprises that have long been in operation will 
receive between 50 thousand and 5 lakhs everywhere.

• Dena Shakti Scheme: Dena Bank, as the name implies, is the provider of this government 
scheme. It is designed for women enterprising businesses in agriculture, retail, microcredit, edu-
cation, housing, retail and small businesses. This is for women and women enterprises. It provides 
a 0.25% interest rate reduction on the loan. Loans of up to Rs 20 lakh are available to women 
entrepreneurs in the housing, retail, and education sectors.

• Women Entrepreneurship Platform: The NITI Aayog platform, which has collaborated with 
SIDBI to support this initiative, was decided to launch to create an ecosystem for young female 
entrepreneurs throughout the country. The platform is built specifically for women who are con-
sidering starting a company. Registration within the ecosystem will bring them in front of an audi-
ence and connect them to a group that will assist them.

• Orient Mahila Vikas Yojana Scheme: The Oriental Bank of Commerce launched the initiative, 
which provides grants to women who want to start small businesses. Women who own at least 
51% of the company are eligible. A 2% interest rate reduction is being offered by the bank.

• There is a slew of government initiatives aimed at encouraging women to start businesses. All 
these government programmes have been created with women entrepreneurs in mind. It will be 
difficult to properly execute these programmes, but if done so, millions of Indian women will 
benefit.

States with Start - Up Policies for Women

The start - up policies taken by different states in India (MCI, 2019) are illustrated in Table 1.

Eight Stats to Know About Women Entrepreneurs in India

There is a slew of government initiatives aimed at encouraging women to start businesses. All these 
government programmes have been created with women entrepreneurs in mind. It will be difficult to 
properly execute these programmes, but if done so, millions of Indian women will benefit.

The increasing role of women as entrepreneurs has resulted in a shift in the demographics of indus-
try and the country’s economic growth. Female - owned enterprises are becoming more projecting in 
society, empowering others and expanding job openings all over the world. Women entrepreneurs must 
develop sustainably in order to foster balanced progress in the country, and start - up India is committed 
to strengthening the ecosystem of women’s entrepreneurship through policies and initiatives, as well as 
the establishment of enabling networks.

With a projected GDP of $13.7 billion by 2030, India is expected to become the world’s third largest 
economy. With market reforms that strengthened global competitiveness and stabilized inflation and 
interest rates, the Indian government has made a concerted effort to foster business - friendly condi-
tions. This has enabled an entrepreneur - friendly culture, but it hasn’t necessarily resulted in a surge in 
female founders.
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Table 1. Different States of India Promoting Start - Up Policies

S. No. States Initiatives

1 Andaman and Nicobar 
Islands

Administration provides assistance in the form of monthly allowance of Rs.20000 for One year for start - ups with a woman as the 
founder / co - founder.

2 Andhra Pradesh

Women entrepreneurs who exhibit at one of the notified national / international exhibitions with a room limit of 9 square meter will 
be reimbursed in full for the cost of the exhibition stall rental. 
In the case of student start - up teams with at least one woman as a cofounder 5% grace marks and 20% attendance per semester. Can 
be given by Universities in Andhra Pradesh

3 Assam For each employed woman, a bonus of fifty thousand onetime bonus, up to maximum of one lakh per start - up for three years.
4 Bihar Women entrepreneurs would be eligible for a five % increase in grant / exemption / subsidy above the policy’s stipulations.

5 Jammu and Kashmir
Start - ups approved by Start - Up task force are eligible to receive twelve thousand month (for a 1 year) and meet any of the 
following criteria. 
The Start - up is initiated by a woman: Minimum percentage of shareholding of woman should be 25% .

6 Odisha

Support at the idea / prototype stage: Rs. 22,000 /- per month can be given if the business is founded by woman. 50% or more 
ownership in the start - up entity in this situation. 
Financial help until the idea / concept is commercialised: If the start - up initiator is a woman, the monthly payment would be twenty 
thousand in this case, women should own at least 50% of the start - up firm.

7 Uttarakhand
The marketing support allowance will be Rs. 7.5 lakhs if the start - up is founded by female entrepreneurs in any of the target areas 
or belongs to a Category A district under the Uttarakhand MSME Policy 2015, subject to approval from the Start - up Council. The 
Start - Up will only be able to receive this assistance once.

8 Chhattisgarh More than Rs. 100 crores will be set aside by the Invention Fund, Leap of Faith Rotating Fund to motivate and inspire female 
entrepreneurs in the state.

9 Goa All new and existing units will receive a rent / lease reimbursement on the built - up office space rent / lease for a period of two 
years, up to 50% of the annual Lease Rentals (60% in cases where 30% or more of the workers are female).

10 Gujarat

• As stated in paragraph 1.2, the Nodal Institute is responsible for reimbursement of 75% of expenses incurred for organising a 
promotional event for Women Entrepreneurs once a year, up to a maximum of Rs. 5.00 lakh, as long as it is recognised by SLIC in 
accordance with the procedure outlined. 
• If the innovator’s project is effective, they would be compensated 10 thousand per month as a sustenance allowance for a year.

11 Haryana

Using the Model Shops and Establishment Bill of 2016 as a template: 
• The state is required to put the bill’s provisions into effect in order to increase job opportunities for all people, especially women. 
This law would apply to any business with ten or more employees that is not a manufacturing facility. 
• This would include the autonomy to operate 365 days a year and set the establishment’s opening and closing hours, as well as the 
ability for women to work night shifts if lodging, rest rooms, ladies’ restrooms, passable protection of their dignity and transportation 
are available. 
For start - ups, over - all permission will be decided for three shift operations of women employed at night.

12 Himachal Pradesh

         • This includes the ability to operate 365 and set up the business’s opening and closing hours, as well as the ability for women 
to work night shifts if they wish. 
         • HPCED will develop a strategy to send particular start - ups, universities, colleges and school students to leading start - up 
destinations. 
         • Over - all permission will be given for three shift operations of female working at night for start - ups to talk with and meet 
industry leaders, thinkers, and innovators for example, women entrepreneurs, students, and teachers will be reflected at least one - 
third of the time.

13 Jharkhand

• A 50% refund on lease rentals up to INR 5 lakhs per annum for a maximum of three years for plug - and - play type built-up 
office space leased by a Start - up in IT, STPI / IT parks / Multi - purpose SEZs (an extra five % for ST / SC, Divyang, and Women 
Enterprises). 
• On submitting self - certified bills, a refund of thirty % of the amount charged to electricity distribution companies will be given, 
up to Rs 60000 per year (an extra five % for ST / SC, Divyang, and women Enterprises).

14 Karnataka
• All government - backed incubators will be required to set aside at least 10% of seats for women co - founders. 
• The initiative, which offers grants to women who want to start small businesses, was initiated by the Oriental Bank of Commerce. 
Women with a 51% ownership interest in the company are eligible.

15 Kerala

The Women Start - up Summit is a Kerala Start - Up Mission (KSUM) initiative aimed at encouraging young female professionals to 
start their own businesses and assisting Kerala in developing a more sustainable entrepreneurship ecosystem. On a common platform, 
the conference brings together experienced female leaders, start - up founders, politicians, and young female entrepreneurs to share 
their knowledge, experiences and accomplishments. 
• The Kerala Start - Up Mission (KSUM) provides a soft loan plan of up to fifteen lakhs as working capital for completing projects 
and works obtained from government and public sector undertakings in Kerala. 
For women in the age group of 18 to 45 and SC / ST entrepreneurs the assistance is 20% maximum 30 Lakhs.

16 Maharashtra

To qualify for the above incentives, the Maharashtra government will give priority to early stage start - ups (up to 3 years from the 
date of incorporation) and FinTech start - ups with female founders. It will set aside a certain percentage of the overall fund for such 
Start - ups: 
• Top - Rated Start - ups Incentive Fund 
• Establishment of an investment fund 
• Internet and energy costs reimbursed 
• Reimbursement of costs associated with hosting resources 
• FinTech Corpus Fund is a fund that invests in fintech start - ups.

17 Manipur Through Facilitation Centres, rural Start - ups and Start - ups by women entrepreneurs receive neighbourhood hand - holding and 
mentoring support.

18 Nagaland
● In both urban and rural Nagaland, a special effort will be made to recognise female entrepreneurs. 
● A special effort will be made to raise awareness of various State and Centrally funded schemes among women entrepreneurs. 
● To encourage female entrepreneurs, 25% of funds are set aside for them.

19 Puducherry A monthly allowance of 10,000 rupees will be provided to each citizen, up to a maximum of five people. If the start - up’s founder or 
co - founder is a woman SC / PH / Transgender then monthly allowance will be Rs. 15000.

continued on following page
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Here are some statistics about women entrepreneurs in India that you should be aware of:

• Nearly 14% of India’s 58.5 million entrepreneurs are women.
• 13.45 million People are employed by women - owned companies in India.
• Agriculture employs about a third of Indian women entrepreneurs, followed by manufacturing and 

retail trade.
• Only 2% of start - up funding went to women founders in 2017.
• A total of $ 8.5 billion was raised in the top ten fund raises of 2017. Just $ 136 million was raised 

in the top ten fund raises by female - led start - ups.
• According to the McKinsey Global Institute report (2015) India’s GDP could increase by 16 - 60% 

by 2025 if women and men participated equally in the economy. According to projections, this 
could result in a $2.9 trillion boost to the economy.

• 30% of India’s tech workforce is female. Although, 51% of entry - level jobs in India’s IT and BPM 
industries are women, indicating that women are leaving at junior and mid - levels.

• Radhika Aggarwal of e - commerce marketplace Shop Clues made history as India’s first female 
co - founder of a billion - Dollar Company.

None of these stats mean that the future is bleak for women entrepreneurs in India. There are suc-
cessful founders aplenty, including these inspiring women business owners.

Status of Women Entrepreneurship in India

In India, women’s entrepreneurship is still in its beginnings. The participation of women as entrepreneurs 
is very limited. In this section, data from key government publications is used to examine the representa-
tion of women entrepreneurs in India. According to the Global Surveys, India’s ranking on the parameter 
of women’s entrepreneurship is also very low. According to the Global Entrepreneurship Development 
Institute’s 2015 “Female Entrepreneurship Index Report,” India ranked 70th out of 77 countries surveyed, 
with a low score of 25.3. India lags behind even African countries in terms of economic growth.

S. No. States Initiatives

20 Punjab

• IKG Punjab Technical University will establish a Rs. 100 crore Start - up Fund in collaboration with the State Government to help 
State youth become entrepreneurs. The fund will be used to fund incubation centres, seed capital for scale - up funding, start - ups, 
and other support to Start - up units. A quarter of the funds will be used to encourage the start - ups of SC and female entrepreneurs. 
• Women Enterprises receive a yearly award of three lakh per unit for quality in production, export, and efficiency. 
• Only SC / Women Entrepreneurs are eligible for a five % interest subsidy per year for a period of three years, up to a maximum of 
Rs. 10 lakh per year.

21 Rajasthan The Bhamashah Techno Fund for Start - ups has a fund size of INR 500 crore. A total of INR 100 crore has been set aside for women 
entrepreneurs from this project.

22 Tamil Nadu

• Women - led start - ups should be prioritised. 
• Women - led start - ups should have training and awareness programmes. 
• Female - led businesses 
• Women are given first priority in the allocation of industrial plots in industrial estates. Start - ups and funding will be provided to 
the founders / co - founders for production, marketing / publicity and participation in trade shows and exhibitions.

23 West Bengal Rural start - ups and start - ups run by women entrepreneurs receive special neighbourhood handholding and mentoring support 
through MSME Facilitation Centres (MFC).

24 Dadar and Nagar Haveli & 
Daman and Dui

• The Administration will assist women entrepreneurs by providing special and additional benefits. There will also be specific 
training courses added. 
• To encourage women’s participation, extra mechanisms in subsidy systems and preference in industrial plot allocation can be used.

Source: Own

Table 1. Continued

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



160

Policy Approaches to Promote Women Entrepreneurship in India
 

India has a long way to go in terms of women entrepreneurship (GEM, 2018). According to the Global 
Entrepreneurship Monitor Report on Women’s Entrepreneurship 2016 - 17. Figure 5 depicts women’s 

Figure 5. Women Entrepreneurial Activity in India

Figure 6. Women Owned Establishments in India
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entrepreneurial activity. The percentage of Indian women engaged in early - stage entrepreneurial activity 
(TEA) is only 7.6%, while the percentage of women engaged in established business activity is only 3.4% .

As per the Sixth Economic Census, (MOSPI, 2016), the overview of Indian women entrepreneurs 
is shown in Figure 6, which reported approximately 13.76% establishments are owned by women. Out 
of which the majority of women owned establishments are non - agricultural (65.7%) and run with-
out hiring workers (83.19%). About 45.36% non - agricultural establishments include manufacturing 
activities whereas the majority of agricultural establishments i.e., 92.20% involve livestock activities. 
Agriculture, manufacturing, trading, other services and accommodation and food services are the five 
topmost economic activities taken by women entrepreneurs and corresponds to 34.3%, 29.8%, 18.23%, 
5.38%, and 2.77%, respectively.

Overall, the largest share in the number of establishments under women entrepreneurship are clustered 
in the southern states of India, namely: Tamil Nadu (13.51%), Kerala (11.35%), and Andhra Pradesh 
(10.56%) (Figure 7). This suggests that there is a more favourable environment for women entrepreneur-
ship in the South of India to set up their business. The top four states with the highest distribution of 
female owned proprietary establishments from both rural and urban areas are Manipur (80%), Arunachal 
Pradesh (56%), Meghalaya (54%), and Kerala (51%). Six of the top ten States are from the Northeast 
of India. There is a similar distribution when only the urban proprietary establishments are considered.

The top three states with the highest distribution of female owned urban proprietary establishments 
are: Manipur, Meghalaya, and Nagaland, and overall, six of the top ten are clustered in Northeast India 
(Figure 8). This data suggests that Northeast India has a favourable enabling environment for women - 

Figure 7. % of Women Entrepreneurs in Some States of India
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owned enterprises to set up an enterprise, however potentially there are factors that are restricting this 
entrepreneurship to the micro level and incentivising women to co - own the business with other business 
partners or adopt other ownership models (Mile, 2019). There could be a number of reasons explaining 
these, such as tax incentives for enterprise incorporation or a lack of access to information on the diverse 
models of business ownership. This may be worth exploring in more detail to understand any policy 
implications. Support may be required to scale proprietary enterprises as well as to promote information 
on the advantages and disadvantages of different forms of business ownership.

FUTURE RESEARCH DIRECTIONS

The spirit of entrepreneurship among a country’s citizens drives and contributes significantly to the 
country’s development process. Gender biases between men and women do not exist in this move. The 
Indian government has taken several steps to increase the participation of women entrepreneurs and thus 
make them a partner in the country’s growth and development. A great deal of research has been done on 
this topic over the years. However, in many cases, the investigation is broad and does not focus on gender. 
Females face different challenges and barriers than males; therefore, gender - specific entrepreneurial 
research could aid in the development and improvement of female entrepreneurship. Because research 
findings may be used directly or indirectly to improve or amend management policies in the same cases, 
having more high - impact data available may be beneficial in some cases.

Figure 8. Five Topmost States in India with Women Owned Rural and Urban Establishments
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The current researches on women entrepreneurship have revealed the following research gaps. More 
cross - country research and comparisons of different female groups or samples are required. Further 
research is needed into the role of human capital, strategic choices, and structural barriers in female 
entrepreneurship. Aside from that, important questions will need to be addressed in future research like 
how do various contexts i.e. organisational, family environments, high technology, etc. and cultural 
environments influence women’s business management? In such circumstances, what do female entre-
preneurs do? How can theories from fields other than entrepreneurship and small business shed light 
on women’s entrepreneurship and management strategies?

Entrepreneurship is more than just starting a business; it also represents the will and desire to manage 
an existing business. There appears to be a scarcity of research in this area. A careful examination of 
female entrepreneurs may aid in better understanding of how to exploit these resources. Because large 
data sets are becoming more widely available, we can better understand potential disadvantages among 
various groups of female entrepreneurs. Comparisons between different female groups in social, cultural, 
and socio - family abstractions continue to be important fields of study and investigation.

CONCLUSION

Women’s entrepreneurship is important for economic and societal development. Women’s economic 
participation in India is extremely limited, despite the fact that they make up roughly half of the popula-
tion. Female entrepreneurs in India are now gaining recognition in non - traditional sectors.

Women entrepreneurs are a diverse group with a range of demographic, economic, and educational 
characteristics. It is important that policies and programmes address the specific needs of each segment. 
It is undeniable that women face various obstacles during their entrepreneurial careers. To address these 
issues, a detailed action plan is needed. Tamil Nadu, Kerala, Andhra Pradesh, West Bengal, and Maha-
rashtra have the highest concentration of women entrepreneurship. These states’ policies and interven-
tions should be investigated so that best practices can be replicated in other states.

Despite the government’s attempts to enable women to start companies, India has an alarmingly low 
number of female entrepreneurs. Since the majority of women - owned businesses are unregistered, they 

Figure 9. Five Topmost States in India with Women Owned Urban Establishments
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are unable to take advantage of government assistance. Analysing the effects of current policies and 
initiatives will uncover new approaches to encourage women to start businesses. Women’s entrepreneur-
ship is a dynamic and nuanced area that requires in - depth research to fully comprehend its dynamics.
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KEY TERMS AND DEFINITIONS

Autonomy: Being empowered to make your own decisions without being influenced by others.
Economic Forces: The nature and direction of the economy in which businesses operate are referred 

to as economic forces.
Entrepreneurial Aptitude: Ability to think beyond the box, as well as creative service and product 

concepts to ensure great results.
Gender Gap: The gender gap focuses on the systematic differences in labour-market outcomes 

between men and women. The numbers of men and women in the labour force, the types of jobs they 
choose, and their relative salaries or hourly wages all reflect these disparities.

Global Competitiveness: Global competitiveness refers to an ability of nations to supply high - qual-
ity goods and services at reasonable costs, resulting in satisfactory returns.

Industrialization: Industrialization is the process by which an economy shifts from being primarily 
agricultural to one based on the production of goods.

Marketing Cooperative: A marketing cooperative works as a sales outlet for the products that its 
members supply. It is a cost-effective way for smaller farmers to sell their products at a higher price than 
they could achieve on their own, especially when selling to large food companies.

Sustainable Growth: Basic concepts of sustainable growth refer to the amount of growth that a 
business or country can achieve without running into problems.

Unemployment: Unemployment takes place when a person seeking work is unable to find a job. 
Unemployment is frequently used to evaluate the performance of the market.

Women-Owned Enterprises: A women-owned and managed enterprise with a minimum financial 
stake of 51% of capital and at least 51% of the enterprise’s jobs produced by women.
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ABSTRACT

This chapter aims at studying the effect of the implicit factors on the intention of establishing an institution 
for the students of an Algerian university. The structural model of the study was proposed based on the 
Shapiro and Sokol model and the Ajzen model. The authors tested it on a sample of 163 university students 
at the University of Algeria 3. The model consists of a set of variables (the intention of establishing an 
institution as a dependent variable, structural and social educational support as independent variables). 
The results of the study showed that educational and social support factors affect the entrepreneurial 
spirit of students more than structural support. Value/authenticity of research enrich knowledge manage-
ment literature that contributes to the search for how to support investment and support the intention 
to establish a special institution for young people through various mechanisms and means of support.

INTRODUCTION

Describe the general perspective of the chapter. End by specifically stating the objectives of the concept of 
establishing an institution has taken a great deal of interest from many researchers and decision - makers 
during the past decades. And because the main reason for this attention to the growing need for contractors 
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who speed up economic development through the generation of new ideas and turn them into profitable 
projects. The activities are to create an institution that is not just incubators for creativity; it creates job 
opportunities and increases competitiveness as well (Reynolds, 1987). Whereas encouraging the estab-
lishment of an institution is necessary to stimulate growth in a ‘growth conscious world’ (Zahra et al., 
1999). We can try to figure out how can stimulates one’s size and intensity of activity entrepreneurial. 
In such an educational process, both decision - makers and researchers should focus on the question of 
why some people choose the profession of establishing an institution, and that others do not.

BACKGROUND

The Chapter looks at the background to the main definitions, incorporate views of others, entrepreneurial 
intention, Educational Support, Structural Support, and Social Support. Study Titled ‘Do entrepreneurship 
programmes raise entrepreneurial intention of science and engineering students? The effect of learning, 
inspiration and resources’ Do the establishment programs of the Spiritual Intentions Foundation stimu-
late the creation of an institution for science and engineering students? Impact of learning, inspiration 
and resources”. Based on the theory of planned behaviour, this study examines the effect of foundation 
programs on the attitudes and intentions of establishing an institution for science and engineering stu-
dents. This is necessary in order to confirm (or reject) the conventional wisdom that education increases 
the entrepreneurial spirit of the start of the business establishment of an institution. The results show 
that the programs raise some overall entrepreneurial positions and intentions. The findings contribute 
to theories of planned behaviour and education, and have broader implications for the theory of intent 
to set up an institution and also for the practice of teaching establishment.

Study Titled: Entrepreneurship education and entrepreneurial intention: Do female students benefit? 
’Teaching the establishment of an institution and the intention of entrepreneurship: Can female students 
benefit?’ This study aims to link participation in the Education of Establishing an institution (EE) Vigi-
lance, risk - taking skills, and intensity of intent set up a corporation related to joining contractors. Guided 
by the theories of stereotypes learned socially, this study tried to understand the Wa test new hypotheses 
with the taking into account the potential impact of gender disparities and participation in the Education 
Establishment of an institution (EE). Students were compared management business participants in the 
education standards set up Foundation (EE). With engineering students excluded from these programs. 
Hierarchical regression analysis revealed that students participating in the Education of Establishing 
an institution (EE). They have a high density of intent to entrepreneurial; however, participation in the 
Education of Establishing a foundation was not born (EE) Equal benefits for all students. The women 
were much less likely to express a high density of intent to entrepreneurial; However, those who cite 
mindfulness skills were more likely to express a high intensity of non - requests entrepreneurial intent.

Study Academic entrepreneurial intention: the role of gender the intention entrepreneurial for aca-
demics: the role of the type of individuals. The purpose of this study is to analyse whether the factors 
determining the intentions to establish an institution among academics are the same for men and women, 
to test whether the degree of its importance varies according to gender, and also to test whether there is 
a spirit (direction) to establish an institution for women. After conducting a survey on a sample of 1178 
students, the results of the linear regression model confirmed the hypothesis that female students have 
less desire to establish an institution. Moreover, it was observed, through lysis Blinder - Oaxaca. That this 
less entrepreneurial behaviour among women is not due to the absence of factors that are determinants 
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of intentions to establish an institution, but rather it is related to the existence of implicit obstacles for 
women that affect their intention to establish an institution.

MAIN FOCUS OF THE CHAPTER

Problems

The company And the establishment One Most important Threads Which increase Interest Researchers 
Out, and this is important Growing Which Generating it On Economic the countries in different Aspects. 
Where the spirit of establishing an institution that occupies an important part of the concerns of university 
graduates in Algeria has become, especially after the transformation of the Algerian economy from a 
controlled economy to a market economy. On the other hand, appears related to the literature shows an 
institution that most researchers focused their studies on adult contractors. In fact, it has been proven that 
the people who are most likely to start an entrepreneurial activity are in the age group from 25 to 44 years 
(Liles, 1974), it is also important to focus on people under the age of 25 who are university graduates 
in particular, and to understand the factors that affect their intentions to start an entrepreneurial activity 
in the future, especially since this category is active in Algeria and represents more than two - thirds of 
society. Saying, ‘the work environment in the future will depend on the creativity and individual young 
people. However, only a relatively little about the views of young people known about the establishment 
of an institution.’ Thus, in order for the percentage of entrepreneurial work to be increased among young 
university graduates, the entrepreneurial trend (spirit) must be carefully studied through understanding 
the implicit factors that affect young people’s choice of entrepreneurship as a career path and the biggest 
obstacles they face in this. Through the above, we can formulate the problematic of our research as follows:

What is the impact of the implicit factors on the spirit of the establishment of an institution’s Alge-
rians students?

The Importance of This Chapter

This research derives its importance from a mixture of the following scientific and practical considerations:

1.  It deals with linking two important variables, the first relates to means of support and the second 
relates to establishing an institution. The first variable in the first section reflects the university’s 
responsibility to provide the community with individuals who are able to carry ideas for entrepre-
neurial projects. The second component reflects the structural means of support provided by the 
political and economic environment. The latter part reflects social support, which mainly refers 
to emotional and financial support for families and friends. The second variable P reflects the 
importance of entrepreneurship in the development of the economies of communities. Thus, the 
value of each variable is determined by the extent of its success in performing the task assigned to 
it.

2.  Through the findings, this research provided an opportunity to reconsider university training pro-
grams and curricula, especially the part related to establishing an institution.
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The Objective of This Chapter

This study seeks to achieve a number of objectives, which can be summarised in the following points:

1.  Theoretical enrichment of the relevant aspects by clarifying the intellectual and conceptual basis 
of the study variables.

2.  Knowing the most important variables and factors affecting students’ choice of entrepreneurship 
and measuring their entrepreneurial orientation.

3.  Processing phenomena the company, I have Young As reality a sociologist by trying to understand 
the impact of the social dimension on the spirit of establishing an institution among Algerian youth.

CONCEPTUAL MODEL AND HYPOTHESES DEVELOPMENT

The Model Research

In our study we will rely on a model theory planned behaviour and model the event Entrepreneurialism, 
as they are two main references in most of the previous studies in preparing any model related to the 
entrepreneurial orientation (intention):

1.  Entrepreneurial Event Form (Shapero & Sokol, 1982): The authors provided a model to configure 
the event Entrepreneurial Is based to me Concept of transfers. The basic idea of the model is based 
on the premise that any individual’s decision to change his important directions in life, such as the 
decision to establish a private institution, will inevitably be preceded by an event that stops and 
breaks the usual routine. They interpret their model across three groups of factors (the transitions) 
that characterise the important changes in life. (Negative transfers’ refer to divorce, emigration, 
or dismissal from work; The ‘intermediate cases’ are the exit from the army, school, or prison; 
While ‘positive moves’ could be the influence of the family, the presence of a market or potential 
investors, etc. And set the authors two groups From Variables Intermediate They: Realisation of 
desire Comprising Factors Social And cultural which effect On System Value For individuals, 
realising potential Achievement  -  perceptions of feasibility  -  that arise from During Realisation 
The individual to all Species the support and help available he has to achieve his idea.

2.  Planned Behaviour Theory (Ajzen & Fishbein, 1980): Psychology is of great importance in the 
study of behavioural prediction. It highlights the processes that influence individual and implicit 
factors on intent to establish an institution. For this purpose, the theory of planned behaviour. It 
is an undeniable contribution to explaining the spirit of establishing an institution. This theory is 
based on the logical business model established by Ajzen & Fishbein, 1980. It gives the individual’s 
attitudes the main place in the origin of behaviour, through three sets of variables. Attitudes as-
sociated with behaviours include an individual’s evaluation of the desired behaviour. It builds on 
the possible consequences of the latter and is embedded in the actions to make it a reality. While 
self - standards arise as a result of the social pressure that the individual is exposed to from his 
close surroundings - family and friends. Whereas, behavioural observation perceptions take into 
consideration one’s own qualifications and the degree of knowledge possessed.
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The theoretical model of our study consists of four variables, the dependent variable which is the 
intention to establish an institution, while the independent variables are educational support; structural 
support and social support.

The structural model of our study is based on two basic models:

• The first model is for because it provides a general framework for analysing the spirit of establish-
ing an enterprise for the individual, and it is more compatible with the social criteria proposed in 
our model, which would influence the intention to establish an institution, as the model suggests 
the direct impact of social factors on the entrepreneurial orientation of individuals.

• The second model is for (Shapero & Sokol, 1982). It takes effect implicit factors on the spirit of 
the establishment of an institution for individuals, especially educational support factors, social, 
and structural (Turker & Sonmez, 2009).

The Research Hypotheses

In light of previous studies, we suggested in our study a set of implicit factors that can influence the 
intention to establish an institution among university students, which we mention as follows:

1.  Factor 1 (Educational Support): It is clear that university education is an effective way to obtain 
the necessary knowledge about setting up an institution. A study Wang & Wong (2004) concluded 
despite its focus mainly on the students ’personality characteristics, the fact that the intention to 
establish an institution for many students is hindered by insufficient preparation and training. P 
knowledge to create an institution is not sufficient, because the students are graduates are not 
prepared to take risks to achieve their dreams. Therefore, the fact that academic institutions some-
times care for students to be very academic and do not encourage them to choose the profession of 
establishing an institution sufficiently. (Gibb, 1996). And in order to overcome this shortcoming, 
most universities offered Algerian courses or programs create an institution at the university level 
and postgraduate studies. In the literature, the decomposition of some studies how the influence of 
this educational support for the Entrepreneurship universities on the spirit of the establishment of 
an institution for students. A study showed the features of establishing an institution can be posi-
tively affected by educational programs. As indicated Kolvereid & Moen (1997) in their studies, 
there is also a link between education in the field of establishments and entrepreneurial behaviour. 
Likewise, a study (Galloway & Brown, 2002) by analysing the impact of options for establishing 
an institution, and found that the return on investment in education to establish an institution may 
be long - term and not immediate. It is clear that effective education about starting a business can 
be a factor that pushes people towards a career in establishing a corporation.
Hypothesis 1: The intention to establish an institution for university students is positively related 

to educational support.
2.  Factor 2 (Structural Support): We live in a broader context of social, cultural, economic, political 

and technological factors. The current entrepreneurial context consists mainly of the economic and 
political mechanisms governed by actors in the public, private and non - governmental sectors. In 
such a system, there could be some opportunities or threats to the contractors. For example, if there 
are some barriers to entering the market, people may appear less entrepreneurial. However, if they 
find that the particular conditions are sufficient and favourable, they are expected to be more likely 
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to start the entrepreneurial activity. Where he says in this regard that it is when circumstances exist 
Economical College stable and growth economy sustainable. It disturbs the possibility Appearance 
of Form leadership Business the value High for the community.
Hypothesis 2: The intention to establish an institution for university students is positively related 

to the structural support.
3.  Factor 3 (Social Support): From previous studies, we concluded that the family background must 

also be taken into account as a factor affecting the spirit of establishing an institution. For example, 
a study showed that family is the second factor influencing respondents’ career choice - after their 
personal experience. Therefore, the support of family and friends is likely to influence a person’s 
choice of entrepreneurship. In the current study, this social support mainly refers to the emotional 
and financial support of family and friends. For that The Algerian family trying it out to improve 
Application Living Trying giving more possibilities. For her children they are providing them climate 
appropriate. To study, and encourage them On Learning and in status Failure is based directing 
them for centres Configuration Professionals and therefore she works to get. On qualifications and 
experiences qualify them for the position Work.
Hypothesis 3: The intention to establish an institution for university students is positively related 

to social support.

SOLUTIONS AND RECOMMENDATIONS

Population and Sampling

The study was conducted on a random sample of community members. The distributed forms reached 
(200) forms, of which (180) were retrieved. After examining them and ensuring their suitability for 
statistical analysis (17) questionnaires were excluded. Thus, the number of valid forms for analysis is 
(163) forms, i.e. a response rate equal to (90%), while the valid response rate is (81.5%).

Instrument and Reliability

It was used as a questionnaire to gather information for this study, which created a for the purposes of 
this study, after taking necessary for the design of the questionnaire of scientific terms, based on previ-
ous studies on the subject. We used a questionnaire consisting of 13 statements, in which respondents 

Table 1. Source of Measurement

Variables No. Items Scale Source Total α Cronbach

Educational support 3 Turker & Sonmez, 2009

0.932
Structural support 4 Parnell et al., 1995

social support 2 Lüthje et al., 2003

Entrepreneurial Intention 4 Liñán et al., 2009

Source: Own
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were able to provide their opinion on these statements using a 5 - point Likert scale. The questionnaire 
includes four main axes, summarised in the following table:

The questionnaire’s consistency is intended to give it the same results if it is redistributed more than 
once to the same sample members under the same conditions and circumstances. Where a test was con-
ducted by presenting it to a number of researchers and specialists in business administration, as well as 
the management of organisations with the aim of arbitrating and correcting them, and finally obtaining 
approval on the percentage (93%) thus achieving the apparent validity of the questionnaire.

Descriptive Information of the Respondents

This study is based on the descriptive and analytical approach, which aims to describe the studied phe-
nomenon, analyse it, and reveal the relationships between its dimensions. Will we at this point presented 
the results of the descriptive analysis of personal data and variable Intention of Entrepreneurship, and 
the results of the test study hypotheses that are as follows. The table below shows a set of demographic 
characteristics of the study sample:

We note from the above table data that (53.99%) of respondents are only females, and this percentage 
logical because of the increased number of females than males in the university stands Algerian, and 
it was a spontaneous representation of this class emerged from the study population in the sample. We 
also find that (61.34%) of the respondents are less than (25) years old, while those between (25) and 
(30) years old do not exceed. (32.52%.) This indicates that those who will carry contracting projects in 
the near future will be young Sunnis. The data also show that (50.92%) of students are in the bachelor’s 
phase, and (49.07%) of those who wanted the sample are in the master’s phase. So that the two percent-

Table 2. Demographic Information of Respondents

Properties Repetition percentage

Type
Male 75 46.01%

female 88 53.99%

Age

Less than 25 years old 100 61.34%

From 25 to 30 years old 53 32.52%

From 30 to 40 years old 10 06.14%

Are over 40 years old 0 0.00%

Specialisation

accounting and finance 32 19.63%

Management science 98 60.12%

Economic sciences 33 20.25%

Education level
License 83 50.92%

Master 80 49.07%

Place area
Urban 105 64.42%

Rural 58 35.58%

Source: Own
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ages are close to each other, and that is because most students prefer to continue their studies after they 
skip the first stage of the progression. The data also shows the urban housing area of the respondents is 
higher than that of the countryside due to the population density concentrated in the cities.

Evaluation Measurement Model

Before starting to test the form of the study hypotheses, it is desirable to evaluate the measurement model:

1.  Indicators Quality Model: This is a numbered term.

a.  KMO and Bartlett’s Test: To do this, a test was carried KMO, by which to judge the adequacy 
of the sample size. Ranging value KMO In general, it is between 0 and 1, and the closer its 
value to 1, the greater the reliability of the factors obtained from the analysis. The minimum 
acceptable level for KMO it is 0.50 in order to judge the adequacy of the sample size and if 
its value is lower, the sample size must be increased.

b.  General SEM Analysis Result:

Table 3. The Results of Each Test KMO and the Bartlett’s.

KMO 0.829

Test 
Bartlett’s

Chi - square 2080.054

Degree of freedom 78

Statistical significance 0.000

Source: Own

Table 4. Model Validity and Quality Indicators (Model Fit and Quality Indices)

Indicators Value Sig

Average path parameter (APC) 0.349 P <0.001

Average (ARS) R 2 0.913 P <0.001

AverageR 2 the average (AARS) 0.911 P <0.001

Average massAVIF (VIF)) 2.630 AVIF <5

Average VIF For the perfect linear Correlation 3.171 AFVIF <5

Indicator GoF for Tenenhaus 0.801 GoF 3 0.36

Model paradox ratio for (SPR) Sympson 1.000 SPR 3 0.7

Contribution rate to (RSCR) R 2 1.000 RSCR 3 0.9

The proportion of the abolition of statisticalSSR)) 1.000 SSR 3 0.7

Causal trend ratio for nonlinearity variables (NLBCDR) 1.000 NLBCDR 3 0.7

Source: Own
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Through the table, we note that the ten tests to measure the quality of indicators and the validity of the 
model are all intangible values. These indicators allow us to analyse the study model and test hypotheses 
according to the method of structural equations.

c.  Latent Variable Coefficients:

Note from the above table that Alpha Cronbach’s Surpassed (0.7) and that Compound reliability co-
efficients (Composite Reliability) Superior to (0.7), and we note that the extracted variance coefficients 
(AVE), all of them are outperforming (0.5), also average VIF or the whole linear relationship is less 
than or equal to, (5) all of these values are significant, and this indicates the quality of the study model.

2.  Evaluation Structural Model

 ◦ R Square: We note from the result that the coefficient of determination (R2) is equal to 
(0.913), and this means that the independent variables ‘educational support, structural sup-
port and social support’ explain (91.3%) of the changes that are challenged in the dependent 
variable ‘spirit of establishing an institution’, and the rest is due to factors other.

 ◦ Path Coefficient:

We conclude from the above table the following:
There is a direct correlation with statistical significance between the factors of educational support 

and the intention to establish an institution Where the strength of the relationship (β= 0.52) the first 
hypothesis is accepted.

Table 5. Coefficients of the Latent Variables

Indications Educational Support Structural Support Social Support Intention

Reliability Vehicle Reliability 0.897 0.885 0.874 0.872

Alpha Cronbach 0.828 0.827 0.711 0.803

Average Contrast Extracted 0.745 0.658 0.776 0.630

Average VIF 1.147 2.591 3.412 1.095

Source: Own

Table 6. Path Coefficient

Hypothesis Independent Variable Dependent Variable Value Sig Decision

H1 Educational Support Intention of Entrepreneurship 0.52 P <0.01 Acceptable

H2 Structural Support Intention of Entrepreneurship 0.21 P <0.01 Acceptable

H3 Social Support Intention of Entrepreneurship 0.31 P <0.01 Acceptable

Source: Own
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There is a direct correlation with statistical significance between the factors of structural support 
and the intention to establish an institution Where the strength of the relationship (β = 0. 21) the second 
hypothesis is accepted.

There is a direct correlation with statistical significance between the factors of social support and the 
intention to establish an institution, where the strength of the relationship reached (β= 0.31) the third 
hypothesis is accepted.

FUTURE RESEARCH DIRECTIONS

Concerning future research on entrepreneurship education using intention as an impact factor, scholars 
should seek to conduct studies with a high standard of methodological rigor. Of particular importance to 
such studies is the inclusion of a treatment group (students who receive entrepreneurship education) and 
a control group (students outside the entrepreneurship education sphere). Considering randomization in 
assignment to treatment and control groups is also possible to avoid sampling biases.

CONCLUSION

The results of the survey revealed that the three factors of the proposed model are important indicators 
of intent to establish an institution. The first factor is educational support, which mainly refers to a sup-
portive university environment. And according to the results, provide sufficient knowledge The University 
and inspiration for the establishment of an institution, and the possibility of choosing a career establish-
ment of an institution may increase among students. It is clear that this result confirms the main role of 
education in developing the spirit of establishing an institution. Therefore, in light of the current study, 
it can be said that the establishment of an institution can be strengthened with an education process. This 
finding is not only interesting in theory, but also a challenge for decision - makers. As the establishment 
activities become vital for economic development, it may focus on designing more effective educational 
policies. The results of the study also showed that universities should encourage the development of 
creative ideas to form entrepreneurs, provide the necessary knowledge about the concept of establishing 
an institution and develop the skills of establishing an enterprise.

The second factor is structural support. It is clear that strengthening the establishment of an institu-
tion requires comprehensive support, including cooperation from all sectors of society. Although the 
explanatory power is weak, the analysis has also shown that this type of structural support may affect 
the spirit of establishing an institution among university students. Therefore, the structural support for 
entrepreneurship is very important to motivate people to be entrepreneurs.

Regarding the third factor, it is social support, which refers to the supportive social environment of 
family and friends. We concluded a social environment of the m circumspection student provides moral 
support to choose the establishment of an institution and this is a Kdth study results.
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ABSTRACT

Entrepreneurship has started to be used as a tool for individual interests as well as the implementa-
tion of innovative ideas. Sustainability in entrepreneurship requires corporate social responsibility and 
ethical principles in leadership. The fact that individual interests are a hidden aim in entrepreneurship 
puts justice and ethics in the background. Entrepreneurship is based on sustainable, ethical, corporate 
innovation, and creative thinking. Entrepreneurship, which is set forth with the individual secret goals of 
entrepreneurs, causes important problems in leadership and managerial context. Especially, managerial 
pamperdom and prestige entrepreneurship that emerged in professional organizations are introduced to 
the literature for the first time. It is thought that this chapter will make significant contributions to the 
fields of entrepreneurship, business, management, and strategy.

INTRODUCTION

Management is an important tool in strategy and enables control of the behavior of people, organizations, 
and society (Punt et al., 2016). Management is related to the behavior of individuals, organizational 
coordination, and the process in the operation of the business (Waugh, 1993; Kumar & Chandrakar, 
2012). It makes significant contributions to the creation, execution, and maintenance of the management 
strategy (Lee & Scott, 2009; Kelly, 1997). Today’s business strategies are based on the management 
approach required by these contributions.

Businesses today develop strategies and adopt management approaches to gain sustainable competi-
tive advantage, create a corporate image, organizational value, and identity (Coyne, 1986). Profitability, 
access to financial resources provide a diminishing contribution to the sustainability of the business 
due to constantly changing consumer needs, and technological developments (Shee & Abratt, 1989). 
A management approach that does not include quality perception, prestige, institutionalism, personal 
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ambitions is important for sustainability and competitive advantage (Steenkamp, 1990). On the other 
hand, the management style is important for businesses in the context of employee commitment to the 
workplace, performance, and productivity (Teo, Bentley, & Nguyen, 2020; Nor et al., 2020).

Managers’ satisfaction and emotions, excessive self-confidence, personal expectations reveal an 
important management problem for many organizations and businesses (Boyatzis & Cavanagh, 2018). 
This problem causes leadership and management weaknesses in today’s organizations. This situation 
can also obstruct entrepreneurship. Widespread admiration, individual satisfaction, reputation, entre-
preneurship for success can cause significant management and entrepreneurship problems (Piazza & 
Abrahamson, 2020).

Entrepreneurship has started to be used as a tool for individual interests as well as the implementa-
tion of innovative ideas (Zabashta, 2019). Sustainability in entrepreneurship requires corporate social 
responsibility and ethical principles in leadership (Haldar, 2019; Iannone, 2018). The fact that individual 
interests are a hidden aim in entrepreneurship puts justice and ethics in the background. Entrepreneur-
ship is based on sustainable, ethical, corporate innovation, and creative thinking (Markman et al., 2016; 
Bocken et al., 2014). Entrepreneurship, which is set forth with the individual secret goals of entrepreneurs, 
causes important problems in leadership and managerial context. Therefore, the aim of the chapter is to 
introduce managerial pamperdom and prestige entrepreneurship to the literature and to determine the 
dimensions of these concepts. It is thought that both subjects will contribute to the fields of management 
and strategy, business, organizational behavior, human resources management, and entrepreneurship. 
The target audience of this chapter is academics, scientists, researchers, practitioners, governmental 
institutions, and policymakers.

RESEARCH METHODOLOGY

The systematic review method was applied in this chapter. This method is a qualitative research method 
that includes identification, review and research, classification and data analysis, summarization, extracting 
data, discussion, and presentation processes (Papaioannou et al., 2010; DeMarrais & Lapan, 2003). First 
of all, a social source of inspiration was determined to perform the study (Petticrew & Roberts, 2008; 
Amenta, 2003). Pamperdom and prestige in management and strategy can cause important problems. 
Managerial pamperdom is the reason for many problems arising in the context of work commitment, 
employee-employer relations, performance, and productivity. On the other hand, prestige in entrepre-
neurship is important in terms of corporate and individual purposes. After determining the points of 
inspiration, the research question was determined as follows: What are “managerial pamperdom” and 
“prestige entrepreneurship” and what are their dimensions?

After the research question was determined, classification and data analysis was performed with a 
wide literature review. The information obtained was organized under the headings of summarization and 
extracting data (Torgerson, 2003). The text organized under topic titles with discussion and presentation 
processes was reconsidered as a whole (Somekh & Lewin, 2005). Thus, the final form of the chapter 
was revealed by checking the harmony between the subject headings and the body text.
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THEORETICAL FRAMEWORK

Depending on the purpose of the study, putting forward an approach in which individual interests come 
to the fore in management and entrepreneurship can be explained on the basis of classical management 
theory, bureaucratic management theory, and institutional theory of entrepreneurship. This is because, 
in all three theoretical approaches, factors except social, career, emotional and physical needs of the 
employee are ignored.

Classical Management Theory

The classical management theory focuses on the physical needs of employees (Baglioni, Campling, 
& Hanlon, 2020; Sulieman, 2019; Kumar, 2017). This narrow approach ignores the social, emotional 
and career needs of the employees (Mahmood, Basharat, & Bashir, 2012). The management structure, 
the definition of the roles of the employees, job description are the important issues revealed by this 
approach (Carroll, & Gillen, 1987). According to this approach, an ideal workplace emerges through 
profit maximization, central leadership, expertise in labor, productivity, hierarchical structuring (Cole 
& Kelly, 1996).

The Bureaucratic Management Theory

The bureaucratic management theory includes task specialization, hierarchical management structure, 
formal selection rules, efficient and uniform requirements, impersonal environment, achievement-based 
advancement requirements (Singh, 2013). Managers at the top of the hierarchical structure have the main 
administration power (Boyne, 1998). For this reason, the authority and management power in bureaucracy 
do not belong to the employees who are at the bottom of the hierarchy (Wise, 2004).

Institutional Theory of Entrepreneurship

The institutional theory is concerned with preserving the current position and legitimacy in harmony 
with the environment (Bruton, Ahlstrom, & Li, 2010). The sustainability and competitiveness of the 
organization depends on the strength and harmony of the state policies, laws, decisions of official au-
thorities, and the relations with the courts (Tolbert, David, & Sine, 2011). Factors except the legitimacy 
and sustainability requirements of the organization are not considered in the context of entrepreneurship 
according to this theory (Su, Zhai, & Karlsson, 2017).

MANAGERIAL PAMPERDOM

Pamperdom is an important risk and threat factor in management. Managers and leaders experience a 
significant level of comfort when they are successful (Tom, 2008). This experience causes them to ignore 
many important issues. Thus, a manager or leader deviates from her/his goals towards achieving her/his 
managerial goals (Rutherford & Meier, 2015; Keim, 1978). Manager’s ignoring important critical factors 
such as success, purpose, goal, strategy causes failures. The failure process occurs with the expectation 
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of attention, comfort, and kindness. Managerial pamperdom emerges when the manager’s feelings of 
excessive self-confidence, selfishness, and egoism raise individual expectations.

Managerial pamperdom is a state of attention, comfort, an expectation of kindness, excessive self-
confidence, managerial selfishness, and egoism that emerge in management. When the manager reaches 
the status she/he desires, she/he places emphasis on managerial satisfaction (Daddi et al., 2019). Thus, 
some values   and factors such as social, institutional, humanitarian, personal, and employee rights required 
by management are ignored by the manager who has managerial pamperdom syndrome.

Purpose Deviation in Management

The purpose of management is to determine the route on the way to the goal. The goal becomes clear 
as a result of the correct selection of the expectations and values revealed by the purpose (Zarbo, Cope-
land, & Varney, 2017). The purpose is a reason for existence, the sense of determination or resolve of 
individuals or an organization. The purpose is the desired outcome and intention in achieving the goal 
of success. The purpose in management is the set of principles, values, rules, plans, behaviors, and deci-
sions that an individual or organization puts forward to achieve the goal factors. For this reason, goals for 
the future are determined for the realization of the purpose. The goal is chosen to achieve the purpose.

Achieving the purpose in management provides success, performance, strategic renewal, and sustain-
ability. The method to be followed in determining and achieving the goal is important in achieving the 
purpose. For this reason, it is necessary to proactively identify the factors that prevent the achievement 
of the administrative purpose and to take the necessary measures. Purpose deviation in management 
includes leaving the organization’s raison d’etre, the method and path determined to achieve the goal. In 
organizational management, departing from an accepted standard can eliminate the function of strategic 
management (Zur Muehlen, 2004; Thompson, 1960; Naoum, 2001). Purpose deviation in management 
accepted standard involves principles, action plans, values, and departing from the process.

Attention Expectation

Attention expectation is an individual’s sense of interest or importance (Summerfield & Egner, 2009). 
When individuals believe that they have proven themselves in terms of management, they can turn to 
their personal needs outside of managerial purposes. One of these needs is to see managers respected 
by their subordinates. However, being respected leaves its place to the anticipation of attention after a 
while. The desire to be accepted constantly within the organization triggers this expectation.

When routine respect and adoption behaviors directed to managers and leaders by employees become 
insufficient, excessive, and continuous interest or importance behaviors are expected to be realized. Thus, 
dissatisfaction with the behaviors of respect and acceptance occurs in the manager and leader. Attention 
expectation is a result of this dissatisfaction. The relevant and important behaviors of the employees and 
subordinates increase the attention expectation of the manager. On the other hand, the success achieved, 
the accepted skills and behaviors demonstrated in achieving the goals affect this expectation (Trmal, 
Bustamam, & Mohamed, 2015).
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Comfort Expectation

Comfort in the organization includes the ergonomy, design, sense of physical ease, and well-being re-
garding the workplace, good mood expectations of managers and company partners (Luo et al., 2018; 
Califano et al., 2019). The manifestation of managerial skills often depends on inspiration. Inspiration 
is affected by environment and individual mood (Kast, 1991). Therefore, managers attach importance 
to comfort while revealing their management skills. Although this situation is normal in organizational 
management, some managers exaggerate this situation.

Managers are impressed by the physical location of the organization, the workplace climate, the width 
and spaciousness of the room/office, and the ergonomics of the chairs and tables (Alzghoul et al., 2018; 
Dastmalchian, Blyton, & Adamson, 2014). Ergonomic features required for occupational health and 
safety are often not enough for managers and leaders (Kogi, 2012). Although it is ergonomic, the use of 
some furniture is abandoned by these managers (Shikdar & Sawaqed, 2003). The width of the working 
office, the brand of the chair and the table, the design of the chandeliers are not liked by the manager or 
the leader. The separation of the dining halls of the managers from the workers’ and the tools and equip-
ment used by the workers differing from the manager’s show that the understanding of comfort tends 
towards luxury use. This understanding of comfort causes unfair practices and discrimination between 
worker-leader, subordinate-superior.

Kindness Expectation

Kindness is a quality indicator and tool in communication (Erikson, 2019).. This indicator deals with 
generousness, friendliness, and considerateness. The kindness expectation requires the affability afforded 
by a close relationship with respect. This expectation includes the thought that more than expected should 
be demonstrated by the other party. This thought requires the administrator to be careful to avoid losses 
or inconvenience.

Managers argue that employees should show empathy in anticipation of kindness. Leaders and em-
ployers in particular adopt this notion. Kindness is a necessary factor in the relationship between sub-
ordinate and superior in management according to ethical principles (Theodosius, 2006). However, the 
fact that kindness expectation includes more than expected values   causes perceptions of disobedience, 
leader-employee problems, and injustice.

Significant management problems arise when kindness exceeds managerial communication expecta-
tions such as expectation, empathy, excessive interest, and understand the feelings (Panko, 1992). In this 
case, loyalty to the leader and the workplace decreases and employee performance decreases. Managerial 
pamperdom may arise due to such expectations except for managerial boundaries.

Extreme Self-Confidence in Leadership

Self-confidence is a feeling of trust in the individual. This feeling of trust is related to personal qual-
ity, judgment, and abilities. Trust in leadership traits, expectation, and belief in being overly superior 
in managerial skills cause excessive self-confidence (Mowday, 1979). Being appreciated by business 
networks, suppliers, stakeholders, and the social environment causes extreme self-confidence.

Leaders’ relationships with their followers, being mediatic, popularity can cause self-confidence 
(Holenweger, Jager, & Kernic, 2017). Leaders who are accepted and appreciated by society increase 
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their self-belief. Leaders fed by this belief may experience stress, anxiety, and depression when interest 
is low. This situation causes management weaknesses. Managerial pamperdom caused by extreme self-
confidence causes blind spots in management skills. For the sustainable management strategies of the 
organization, measures to eliminate this situation causing managerial pamperdom should be proactively 
put forward.

Managerial Selfishness and Egocentrism

In managerial self-perception, managers become insensitive to the events in their environment and display 
selfish behaviors (Deyreh, 2012). Managerial selfishness is related to lack of consideration, self-interest, 
and being excessively conceited (Rozuel & Kakabadse, 2010). In managerial egocentrism, the leader or 
manager prefers to serve her/himself rather than serve the organization. Thus, those that do not benefit 
the individual in the managerial factors of the organization are excluded from the strategy.

Managerial selfishness is a person’s excessive sense of self-importance or self-esteem. The state of 
being excessively conceited leads to deviation in the organizational goals of the manager and leader and 
failures in the steps taken to achieve the goals. Selfishness and egocentrism create important managerial 
blind spots that result in self-interest to be held superior to management goals. These blind spots harm the 
productivity and profitability of the organization, employee-leader, and leader-stakeholder relationships.

“Managerial egocentrism” causes a sense of social responsibility, team spirit, and organizational 
commitment to decrease and disappear in conflicts of interest that may arise between the organization 
and the leader-manager (Hattula et al., 2015; Gelfand et al., 2002). Career development, success factors, 
profit-loss balance are evaluated according to the individual’s interests. This situation causes significant 
damage to the organization.

Managerial Satisfaction

Managerial satisfaction represents the fulfillment of the manager or leader’s needs, expectations, wishes, 
or pleasure (Decker, 1987). Positive outcomes in favor of the manager arising in the process related to 
the management reveal a sense of satisfaction (Anderson & O’Reilly, 1981). Success outputs during the 
implementation of the necessary strategies for the mission and vision of the manager are an important 
indicator of this satisfaction. On the other hand, situations such as performance, productivity, manager-
employee relations, organizational climate, organizational culture and identity, institutionalism are 
important for managerial satisfaction (Pritchard & Karasick, 1973).

Meeting the managerial needs in managerial satisfaction creates a pleasure. In the context of the 
management of the organization, fulfillment of the expectations and wishes of stakeholders, employees, 
customers, consumers, leaders ensure a sustainable cycle (Orpen, 1985). This cycle creates a perception 
of the successful management of the organization. Thus, managers play an active role in managerial 
satisfaction due to this positive perception of success.

Excessive managerial satisfaction causes the manager to decrease derived pleasure from existing 
achievements. As pleasure decreases, even if organizational success increases, satisfaction level decreases 
(Naseem, Sheikh, & Malik, 2011). Thus, a manager profile that is saturated with success and not satisfied 
appears. This situation results in a managerial pamperdom. Therefore, control and strategy are necessary 
for managerial satisfaction. A management approach based on the satisfaction of the manager causes the 
organization to take unnecessary risks and losses.
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Managerial Pamperdom Problems in Professional Organizations

Professional organizations are legal entities representing certain professional groups and supporting the 
activities of their members (Bucher & Stelling, 1969). These legal entities provide important advantages 
and benefits in many areas such as gaining sustainable competitive advantage, entering new markets, 
project consultancy, fair support, financial and network support (Montagna, 1968). Members gain a reli-
able reference in the international or national market as being members of professional organizations.

Professional organizations, which have three types of structures as public, private, or mixed law, operate 
for the production or service sector (Özsungur, 2019). These organizations assume an intermediary role 
in relations with the state in order to find solutions to the legal problems of their members. Problems in 
the implementation of legal rules, economic developments, regional or international developments are 
closely followed by professional organizations.

Professional organizations are generally governed by a tripartite structure, consisting of the general 
assembly, the board of directors, and the administrative unit. The general assembly is the highest body 
of the professional organization, and the important and legal decisions of the organization are taken by 
this body (Bleiklie, Enders, & Lepori, 2015). The board of directors is managed by the members elected 
by the general assembly and is the executive body of the organization. The administrative unit consists 
of employees and sub-managers.

The triple structure in professional organizations reveals important problems in terms of adminis-
tration (Özsungur, 2019). The management bodies of professional organizations such as chambers of 
commerce and chambers of the industry have an active function since they are executive bodies. Since 
the members of the board of directors and council members are elected persons, their expectations are 
high in terms of management (Özsungur, 2019). Managerial pamperdom occurs most often in these 
organizations. The reason for this is that the members of the organization are the managers and leaders 
of the commercial enterprises and companies.

General assembly and board members often do not have sufficient technical knowledge about the 
basic functions of the professional organization. As the members of the board of directors, which are 
the executive bodies, meet at certain times of the year and make decisions and their decisions are ex-
ecuted, the expectations of the members increase. Since members have the authority in the management 
of a professional organization that has a completely different structure from their profession and in the 
decisions taken, their expectations for attention, comfort, and kindness are very high (Wallace, 1995). 
They perceive the employees of the organization as the business’ or company’ employees they own. 
This perception causes a transformation towards the boss-employee relationship that should not exist in 
professional organizations. Thus, the function of the administrative body, which is essentially superior 
to the employees, is harmed.

The habits of the members of the board of directors to executive and decision duties cause conflict 
between the duties of the current business-professional organization (Özsungur, 2019). This conflict 
leads to conflict between the employee and the board member, and to enforce obedience behavior. The 
nature of the execution of the decisions taken increases the self-confidence of the board members and 
causes the emergence of managerial selfishness and egocentrism. This condition causes managerial 
pamperdom syndrome. This syndrome emerges after a business/company manager expects service in 
return by paying a membership fee is elected to the top management of the organization.
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PRESTIGE ENTREPRENEURSHIP

Prestige is a set of behaviors, symbols, gestures, words, writing, and perception aimed at showing respect 
(Wegener, 1992). Prestige is the respect shown and perceived by people, organizations, and institutions. 
Therefore, having prestige is tantamount to being respectable. However, prestige and respect are differ-
ent concepts. The reason for this is related to respect widespread admiration and respect felt that is tried 
to be achieved in prestige. Prestige is a personal or corporate situation that is gained and felt through 
active activities.

Prestige is a message about the corporate or personal image transferred to the environment (Frandsen, 
2012). Although it is not an objective indicator, the perception of achievements or quality revealed by 
prestige is important in the context of the network in enterprises and organizations. Entry to new markets, 
sustainability in competitive advantage, access to financial resources, trust, relations with the public 
can be improved with indicators that represent success and quality. Prestige is a tool that contributes to 
these indicators. Through innovation and creativity, new methods, products, services, and ideas can be 
put forward to gain prestige. This shows that entrepreneurship can be revealed for prestige purposes.

Entrepreneurship is the orientation of knowledge, experience, and skills to the setting up of a new 
business or businesses (Dollinger, 2008; Eckhardt & Shane, 2003; Zahra, 2020). Setting up new busi-
ness or businesses with individual creativity and innovation requires financial, social, and spiritual risks 
(Dwivedi & Weerawardena, 2018). Individuals or businesses seize opportunities for future sustainable 
competitive advantage by risking their resources for entrepreneurship (Peredo & McLean, 2006). En-
trepreneurs with proactive personality traits identify opportunities in advance and take the necessary 
initiatives to transform the risk factor into the benefit (Crant, 1996; Becherer & Maurer, 1999).

Conceptual Framework

Entrepreneurship can be revealed to create financial resources, gain competitive advantage, enter new 
markets, develop new products and services, gain new customers, and develop new processes (Chen 
et al., 2007). These purposes contribute to the purposes of the individual or organization. On the other 
hand, creating brand value, gaining a corporate image, creating a perception of quality and success in 
third parties are among these purposes (Chaniago, 2020; Teng, 2007). Creating these perceptions in the 
network of the organization or enterprise, its stakeholders, suppliers, and competitors is for prestige. 
Entrepreneurship actions to be put forward to gain prestige reveal a new type of entrepreneurship, pres-
tige entrepreneurship.

Prestige entrepreneurship is the set of efforts, ideas, and activities in order to gain prestige put forward 
to turn opportunities into benefits and make a profit by taking financial, network, legal, and value-based 
risks to set up new resources, processes, products. The main purpose of this type of entrepreneurship 
is to gain prestige, to provide brand value, to create a corporate image, to create a perception of qual-
ity and success related to the outputs of entrepreneurship action (figure 1). The prestige to be achieved 
improves the perception of widespread admiration and respect for the entrepreneur. This achieved image 
becomes a driving force for the resource by providing the necessary motivation for the entrepreneur’s 
future initiatives.

Prestige entrepreneurship includes six basic factors. These factors are entrepreneurial satisfaction, cor-
porate image, widespread admiration, widespread respect, achievement perception, and quality perception.
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Entrepreneurial Satisfaction

Satisfaction is an important element in prestige entrepreneurship. The entrepreneur provides positive 
outputs of entrepreneurship fulfillment of the entrepreneur’s needs, expectations, wishes, or pleasure 
(Schjoedt, 2009). The sense of creativity that new products or services will reveal provides a significant 
level of satisfaction (Kautonen & Palmroos, 2010). Entrepreneurs take risks to generate financial resources 
and profits (Dawson, 2017). However generally, Profit or financial resources may not be sufficient in 
terms of expectations from entrepreneurship outputs (Cooper & Artz, 1995).

Entrepreneurs take actions to provide profitability and financial resources, such as entering new mar-
kets, acquiring future customers, expanding the business area, operating in new business areas, creating 
new processes in the business (Lee & Kim, 2019). These initiative actions may not be sufficient to ensure 
entrepreneurial satisfaction. The entrepreneur’s participation in the management bodies of professional 
organizations, entrepreneurship activities aimed at cooperation with professional organizations and 
universities are activities aimed at entrepreneurial satisfaction. The entrepreneur is entrepreneurially 
satisfied with the organizational status she/he has achieved to have an authority in the management body 
of the entrepreneurial organization and to support other entrepreneurs (Akehurst, Comeche, & Galindo, 
2009). Angel investors also support young and women entrepreneurs for achieving this satisfaction 
(DeGennaro, 2012; Cumming & Zhang, 2019; Ramadani, 2012).

Supporting other entrepreneurs enables the prestige entrepreneur’s network and supplier network to 
expand (Sohl & Hill, 2007). Angel investors or prestige entrepreneurs achieve entrepreneurial satisfac-
tion through resource allocation, enterprise model development, entrepreneurship training, and sharing 

Figure 1. Prestige entrepreneurship factors
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entrepreneurial ideas on new products and services (Collewaert, 2012). Thus, they make a significant 
contribution to the encouragement of new entrepreneurs and the emergence of entrepreneurial ideas 
(Bammens & Collewaert, 2014). This situation causes an increase in the recognition of entrepreneurs 
who support and respect and admiration by commercial actors.

Corporate Image

Institutional image is the representational image of the legal entity transferred to the environment, related 
to the organization’s identity, institutionalism, and power of resources (Lowrey, 2011). This representa-
tive image is an important tool in communicating with the environment. Corporate image is the mirror 
of the entrepreneur. Positive messages to be transferred to the environment after the implementation of 
the entrepreneurship idea are important for competitors and stakeholders (Tran et al., 2015). The entre-
preneur should use representational tools that are an effective means of interacting and communicating 
with the environment. Outsourcing dependence, the message to the environment is important in relations 
with suppliers, and the implementation of entrepreneurial ideas.

In prestige entrepreneurship, the organizational identity determined by the entrepreneur as the goal 
plays a mediating role in determining the strategy of the organization. However, image is not everything 
in entrepreneurship. Some factors should be held superior to others in the implementation of the organiza-
tion’s ideas about entrepreneurship. Competition, sustainability, profitability, innovation are prominent 
factors in entrepreneurship. The corporate image helps these factors.

Gaining Widespread Respect/Reputation Aim

Reputation and respect are important in terms of outsourcing in entrepreneurship. The implementation 
of the entrepreneurship idea depends on financial, network, supplier, and human resources. The provi-
sion and mobilization of these resources are facilitated by the entrepreneur’s message of respect for the 
environment. Reputation is an important pulling factor in the access of business and entrepreneurs to 
financial, human, spiritual, and moral resources.

The purpose of making a profit in entrepreneurship is not enough for sustainability. The profit 
obtained adds value to the resources. It is an important indicator for investors. Profitability provides a 
positive perception of the profile of the business or entrepreneur in a financial context. This perception 
creates similar results for company shareholders, stakeholders of the company, suppliers, and network.

When the entrepreneur takes financial risks to turn opportunities into benefits by revealing her/his 
innovative and creative ideas, she/he can adopt the goal of respect/reputation (Kozubíková et al., 2017). 
The reason for this is the creation of a perception that will ensure that individual success is accepted by 
competitors, stakeholders, shareholders, and consumers. The perception of dignity created here is the 
acceptance of the positive outcomes generated by the implementation of entrepreneurial ideas. Accep-
tance behavior is important for the entrepreneur to promote in the market, to benefit from commercial 
incentives, to access financial resources, to implement new entrepreneurial ideas.

Gaining Widespread Admiration Aim

Since entrepreneurship action is a set of innovative and creative actions, the implementation of ideas can 
provide a sense of admiration in individuals. The risk is taken in entrepreneurship, proactive behavior, 
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creativity, implementation of innovative ideas, innovations in products and services, setting up new 
businesses, and businesses give an impressive impact on followers. Admiration enables the entrepreneur 
to develop respect for his followers. When this admiration state becomes widespread, a goal that the 
entrepreneur desires to achieve is realized.

When entrepreneurship is realized at a level that appeals to the admiration of large masses, entre-
preneurial outputs provide important elements such as brand, image, corporate identity. Admiration is 
important for the personal and organizational image. In prestige entrepreneurship, the entrepreneur’s 
personal expectation of admiration is necessary (Örtqvist, Drnovsek, & Wincent, 2007). Beyond the 
adoption and acceptance of the entrepreneurship idea by competitors, consumers, and stakeholders, 
creating a commendable perception is among the basic elements of prestige entrepreneurship. The main 
purpose here is to take the entrepreneur and her/his ideas as an example by the followers and to be a role 
model. On the other hand, the entrepreneur desires to demonstrate a leader characteristic via prestige 
entrepreneurship.

Admiration is an important sustainable tool in the relationship between leaders and their followers 
(Michel, Wallace, & Rawlings, 2013; Chong & Wolf, 2010). Admiration is a necessary factor for the 
relationship to be permanent (Helfrich & Dietl, 2019). Maintenance of communication is important in 
relations with stakeholders and the environment that emerge in the implementation of ideas in entrepre-
neurship. Admiration is an important opportunity in entrepreneurship in the context of outsourcing and 
incentives (Drakopoulou Dodd, Jack, & Anderson, 2013).

Achievement/Success and Quality Perception

Entrepreneurship is realized to achieve personal and organizational success (Baron, 2000). Entrepreneurs 
who have goals except for financial factors such as social and academic entrepreneurship focus on qual-
ity and success factors for future customers, sustainable competition, new markets and strategies, new 
processes (Wright, 2007; Siegel & Wright, 2015; Kickul & Lyons, 2020). The perception of success 
increases the belief that the entrepreneur will put forward new and creative ideas, products, services, 
processes, businesses. This belief is an important reason for satisfaction for the entrepreneur. On the 
other hand, the perception of quality is also an important satisfaction tool.

Quality is an indicator of the value, level, status, and standard of the output in entrepreneurship (Su-
nyigono, Hayati, & Qomariyah, 2020). The perception of quality is a specific standard and degree of 
excellence regarding new products, services, businesses that are introduced by entrepreneurship (Prasetyo 
& Kistanti, 2020). High social or network status is a quality indicator revealed by entrepreneurship. It 
is also a distinguishing and determining tool regarding the characteristics of the quality entrepreneur 
and the entrepreneurial idea. Therefore, entrepreneurs desire to create a perception of quality to access 
financial resources, to make a profit, and to set up new businesses. This perception is created to reveal a 
corporate image by attracting the attention of consumers and suppliers. On the other hand, the entrepre-
neur creates a perception of quality for entrepreneurial satisfaction and ensures such an entrepreneurship 
idea to be approved by individuals and organizations.

Entrepreneurial Actions Based on Pleasure

Pleasure deriving is related to enjoyment and happiness (Young & Ferguson, 2020). Individuals enter 
the business life for success in their lives, self-realization, career development, financial and personal 
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satisfaction. Entrepreneurship is realized to be satisfied and happy from the success and acceptance 
state of creative and innovative ideas. An entrepreneurship idea and implementation that being inspired 
by others causes pleasure. Besides, the entrepreneurship idea of   someone who is a leader in an existing 
business is a source of inspiration for employees and followers, causing a significant sense of satisfac-
tion and pleasure.

Entrepreneurship is an enjoyable combination of activities and behaviors that strengthen the individual’s 
behavior. This activity, which is integrated with mental ability and personal skill, allows the feeling of 
happiness to spread. Enjoyable entrepreneurial action positively affects the entrepreneur stakeholders. 
As the outcomes resulting from the implementation of the idea of   entrepreneurship provide pleasure to 
the entrepreneur, a driving force and courage emerge for future entrepreneurship. Thus, the entrepreneur 
tries to get more inspiration to reveal entrepreneurial ideas that they enjoy and are happy with.

SOLUTIONS AND RECOMMENDATIONS

Managerial pamperdom is a state of attention, comfort, an expectation of kindness, excessive self-
confidence, managerial selfishness, and egoism that emerge in management. Managerial pamperdom 
is a state that damages the leader-follower, subordinate-superior, employer-employee relationship. This 
situation leads to management weaknesses in professional organizations that are public institutions. In 
order to eliminate this negative situation, the active role of managers in human resources management 
should be limited and corporate governance principles should be encouraged in organizations.

Prestige entrepreneurship is the set of efforts, ideas, and activities in order to gain prestige put forward 
to turn opportunities into benefits and make a profit by taking financial, network, legal, and value-based 
risks to set up new resources, processes, products. Prestige entrepreneurship can cause managerial pam-
perdom in the case of managerial selfishness and egoism.

Excessive expectation about entrepreneurial satisfaction, reputation, respect, admiration, success, qual-
ity, and pleasure causes managerial weakness and pamperdom. Therefore, in prestige entrepreneurship, 
the expectations of the entrepreneur should be kept under control and personal ambitions and passions 
should be limited. The desire and ambition exhibited to achieve success should be limited to the purpose 
of entrepreneurship and its outputs. Behaviors and activities that are put forward due to personal ambitions 
except for entrepreneurship may cause outcomes except for t the purpose. Managerial selfishness can 
emerge when the expectation of success is combined with personal ambitions. Managerial selfishness, 
egoism, and excessive self-confidence in entrepreneurship can reduce the contribution of stakeholders 
to support the implementation of the idea.

Prestige entrepreneurs should take institutionalism and social responsibility into consideration in 
revealing innovative and creative ideas about products, services, and processes. Because gaining repu-
tation requires an institutional approach. It is important to demonstrate success and be a role model for 
widespread admiration. In order to gain prestige in entrepreneurship, the perception of quality must be 
gained from the followers and stakeholders. Also, the prestige entrepreneur must have ethical leader 
qualities. Prestige, admiration, and reputation can be gained through the entrepreneurial actions of an 
ethical leader. Therefore, it is necessary and important not to exaggerate entrepreneurial actions based 
on pleasure.
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FUTURE RESEARCH DIRECTIONS

Empirical research of the relationships between managerial pamperdom and entrepreneurship types is 
recommended for future research. Managerial pamperdom needs to be investigated qualitatively in the 
public and private sectors. A scale can be developed in this regard. Besides, it is recommended to develop 
a scale for prestige entrepreneurship and to determine its dimensions with qualitative studies. The as-
sociations of prestige entrepreneurship with ethical leadership, psychological capital, and organizational 
behavior types should be investigated empirically.

CONCLUSION

In this chapter, it was determined that the dimensions of managerial pamperdom are purpose deviation 
in management, attention, comfort expectation, kindness expectation, extreme self-confidence in leader-
ship, managerial selfishness and egocentrism, managerial satisfaction. Besides, managerial pamperdom 
problems in professional organizations were explained in the chapter. Managerial pamperdom is an im-
portant problem in management, strategy, and entrepreneurship. For this reason, introducing the subject 
to literature with its concepts and dimensions will make important contributions to business literature.

Another subject discussed in the study is prestige entrepreneurship. The dimensions of this type of 
entrepreneurship were determined as entrepreneurial satisfaction, corporate image, gaining widespread 
respect/reputation aim, gaining widespread admiration aim, achievement/success and quality perception, 
entrepreneurial actions based on pleasure.

Prestige entrepreneurship reveals the existence of a corporate and personal purpose except for entrepre-
neurship to access financial resources and to make a profit. Entrepreneurship models such as corporate, 
social, academic entrepreneurship, and intrapreneurship help to determine the method and path followed 
in the realization of entrepreneurship. However, prestige entrepreneurship focuses on the purpose and 
reason for the idea rather than a form of strategic management. Creating an entrepreneurship-based 
strategy limits entrepreneurship practices with determined methods. On the other hand, the creation of 
entrepreneurship types based on purposes and reasons is useful for understanding the reasons for the 
emergence of entrepreneurial ideas.
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KEY TERMS AND DEFINITIONS

Attention Expectation: An individual’s sense of interest or importance.
Comfort in the Organization: The ergonomy, design, sense of physical ease, and well-being regard-

ing the workplace, good mood expectations of managers and company partners.
Kindness: A quality indicator and tool in communication.
Managerial Egocentrism: A sense of social responsibility, team spirit, and organizational commit-

ment to decrease and disappear in conflicts of interest that may arise between the organization and the 
leader-manager.

Managerial Pamperdom: A state of attention, comfort, an expectation of kindness, excessive self-
confidence, managerial selfishness, and egoism that emerge in management.

Managerial Satisfaction: The fulfillment of the manager or leader’s needs, expectations, wishes, 
or pleasure.

Managerial Selfishness: Lack of consideration, self-interest, and being excessively conceited.
Prestige Entrepreneurship: The set of efforts, ideas, and activities in order to gain prestige put 

forward to turn opportunities into benefits and make a profit by taking financial, network, legal, and 
value-based risks to set up new resources, processes, products.
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ABSTRACT

Business enterprise is a significant driver of feasible financial development, autonomous of social, 
economic, and international conditions. Nonetheless, the creation and support of effective small and 
medium-sized enterprises (SMEs) zeroed in on business is a significant test. This exploration took a gander 
at the job of enterprising self-efficacy and the institutional environment in the innovative direction and 
improvement of an effective SME dependent on the business. The objective is to coordinate the institu-
tional environment, self-efficacy, and resolve the previously mentioned difficulties for the development of 
business enterprise-based SMEs in Nigeria. The investigation utilized an adapted scale; information was 
gathered from owners of small and medium enterprises in Nigeria. The exploration utilized PLS-SEM 
to assess the proposed moderate intervention model. The discoveries of the examination empowered the 
job of innovative self-viability and the institutional atmosphere in the advancement of an effective SME 
dependent on the business enterprise.

Moderated Mediation Effect of 
Institutional Environment and 
Entrepreneurship Orientation:

The Enterprising Self-Efficacy 
and SME Advancement

Anthony Eniola
Landmark University, UK

Ademola Sajuyigbe
Department of Business Studies, Landmark University, UK

Wasiu Sanyaolu
Department of Accounting, Dominican University, USA

Nwoye Obi
Department of Business Studies, Landmark University, UK

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



199

Moderated Mediation Effect of Institutional Environment and Entrepreneurship Orientation
 

INTRODUCTION

This chapter contribution provides an outline of the research. The study looks at how enterprising 
self-efficacy influences SME advancement and how formal and informal institutional environments 
impact SME advancement in Nigeria. This chapter contribution thus provides a path map for the study 
by offering insights into the study’s context, research issues and goals, and the study’s importance and 
contributions to the body of knowledge.

Both becoming an autonomous company founder or an small and medium (SMEs) business owners 
and participating in intrapreneurship in existing companies are critical in today’s work environment, 
as individuals progressively face uncertain career paths. Entrepreneurship is commonly described in 
market analysis as the process of dig up or co-creating, assessing, and utilizing opportunities to create 
products and services. Individuals’ entrepreneurial thought and action has been an important tool for 
scholars, students, and politicians wanting to promote entrepreneurial practises conducted individually 
by individuals or inside organisations (Eniola, 2021; Newman et al., 2019).

Individual qualities of entrepreneurs are thought to play imperative purposes in the institutional 
environment and personal accomplishment (Wei et al., 2020), such as self-efficacy, which relates to a 
person’s confidence that they will accomplish specific objectives. Entrepreneurial Self-Efficacy (ESE) 
is the use of self-efficacy in entrepreneurship knowledge, relating to how optimistic entrepreneurs are 
in their own entrepreneurial abilities to achieve different tasks and programmes (Wei et al., 2020). The 
entrepreneur’s journey is fraught with failures, necessitating the presence of strong psychological traits. 
ESE, a common trait of entrepreneurs, reflects the entrepreneurs’ confidence and mentality toward 
overcoming different challenges and achieving entrepreneurial achievement. Accordingly, ESE plays a 
significant role in predicting entrepreneurship advancement. In this manner, the core of entrepreneurship 
is seizing possibilities, incorporating resources, and then innovating and acting rapidly.

However, scholars have criticised entrepreneurship studies in developing nations for focusing on 
portrayals instead of clarifications, and despite the fact that there is substantial research in entrepre-
neurship, the majority of it is centred on North America and Europe, with little thought given to Africa 
(Dana & Ratten, 2017; Eniola, 2020a, 2020b, 2020c). The explanation is not mindboggling; Africa was 
neglected in standard entrepreneurship study owing to a lack of reported studies. Africa is a significant 
participant in the global economy, representing 20 percent of total global land space, addressing a high 
extent of land for business intentions, with an approximate population of over 1 billion people and the 
continent being the second largest after Asia in terms of ethnic heterogeneity (Dana & Ratten, 2017; 
Eniola, 2020a). Current entrepreneurship research study focuses on industrialised countries rather 
than addressing the diverse forms in which entrepreneurship is conducted in developing, evolving, and 
transformation economies. As a result of its economic turnaround and development curve, Africa’s 
entrepreneurship study has gained traction.

Business enterprise in the place of small and medium (SME) means the broad prospects for hypothetical 
examination and reasonable ramifications in Nigeria (Eniola, 2020b, 2020c). Researchers recognize the 
monstrous portion of SMEs in the economic improvement of countries and embraced that the develop-
ment of an economy is vitally connected with an expansion in the SMEs (Eniola, 2020a). However, in 
Nigeria, economic growth has remained sluggish since 2015, and uncertainty in oil prices continues to 
affect growth output (World Bank, 2019).

This might be as a result of a non-entrepreneurial mind-set in the Nigerian youth be induced by the 
government’s generous public support policies seeking to win goodwill. This is why the new generation 
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that includes the half of populace, (NBS, 2018), prefers to enter public sector organizations instead of 
moving toward the private sector. Furthermore, the modern generation be short of the necessary com-
bination of qualities and skills. The ‘rentier’ economy suffers from the often-cited condition of ‘Dutch 
Disease’ (Alarjani et al., 2020; Eniola, 2020b, 2020c). Subsequently, different difficulties have emerged, 
including; ineffectively created private sector, absence of talented work power, and confound between 
the training and market need notwithstanding many (Hendrix & Noland, 2014; Pitan & Adedeji, 2012).

The nation, however, is lagging behind the two fundamental prerequisites for designing an integrated 
enterprise sector. These two variables are about the nation’s enterprising conduct and business frame-
work or potentially institutional environment. Initially, the enterprise as a cycle requires certain powerful 
abilities that empower people to distinguish and exploit as well as make innovative opportunities within 
an institutional framework to build up viable SMEs (Ben-Letaifa & Goglio-Primard, 2016). Also, both 
academic and expert examination habitually support that individual and organizational efficiency, SMEs 
for this situation, is a result of certain conduct attributes (Eniola, 2018a, 2020b, 2020c; Eniola et al., 
2019; Fishbein & Ajzen, 1975; Herron & Robinson, 1993) and that impact of enterprises activities and 
practices is intervened by people’s motivation got from his / her apparent competence or efficacy. Third, 
the previously mentioned source additionally recognized a moderating impact of the person’s capacities 
as financial and other aptitudes and assets which are an essential capacity of the market framework and 
other encouraging establishments.

Similarly, delayed and substantial dependence on natural assets, oil-based commodities, have prompted 
the absence of appropriate market advancement policies that have delayed the development of a legitimate 
market and institutional framework that encourages SME advancement. The oil segment’s establishing a 
huge 94.1 percent exports from the nation (Workman, 2019). As indicated by the previously mentioned 
government measurements about 80 percent of the obstacles to SMEs are made by either absence of 
legitimate institutions or ill-advised policies of the established institutions.

SMEs without question have an immense commitment towards the feasible improvement of an 
economy. This is the explanation, at both the industrial and economic levels, that there is an overall 
accentuation of SMEs for feasible economic advancement (Eniola, 2020b, 2020c; Kelley et al., 2011). 
Nonetheless, the economic development-related ramifications of business and SMEs are faulty in Nige-
ria setting due to the two in advance of referenced elements; absence of entrepreneurial propensity and 
befuddle between education attaining and market-based aptitudes prerequisite; absence of appropriate 
institutional substructure that encourages in creation, identification, and abuse of chances and securing 
of assets (Alarjani et al., 2020; Eniola, 2020b; Pitan & Adedeji, 2012).

Several analyses have looked into the connection between enterprising self-efficacy and entrepreneurial 
intentions (Alarjani et al., 2020; Eniola, 2020b, 2020c; Naktiyok et al., 2010). In any case, investigations 
have for the most part been led in different countries, but society’s cultural environment could have an 
impact on the venturesome of enterprising self-efficacy. The above association deserves examination, 
as institutional infrastructure and culture may assume a remarkable function in the assurance motiva-
tional infrastructure. Likewise, there is a necessity to expand previous examinations in this field. For 
example, the self-efficacy that initiates a company in the developed and developing environment, where 
individualism is high and uncertainty avoidance is low, can encourage people. On the contrary, national 
culture could reduce self-efficiency in Nigeria, where collectivism and avoidance of uncertainty are high.

Considering Nigeria’s unique social, political, and economic context, this study establishes its 
methodology concerning the exact examination of the accompanying suppositions; as cited in Alarjani 
et al. (2020); Eniola (2020b, 2020c) that individuals evaluate their capacity to question activities more 
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regarding their insight of the knowledge; Consistently, the research suggests that the business is at any 
rate to a limited extent a consequence of the entrepreneurs. The formal and informal institution has a 
task to carry out in economic growth by way of SME creation underpinning entrepreneurship. There-
fore, the institutional environment should positively modify the relationship between Enterprising self-
efficacy, Business enterprising orientation, and SME advancement (Eniola, 2020b, 2020c; Schmutzler 
et al., 2018), and that the previously mentioned assumptions might be valid in a traditional industrialist 
market framework, yet are as yet unsure, requiring further investigation. Having said that, a nitty-gritty 
outline of the Nigerian setting and related examination holes concerning enterprise, organizations, and 
their job (assuming any) in the development of SMEs is important.

Considering the above-mentioned context and the previously mentioned suppositions related to 
business enterprise-based SME, the more extensive reason for this examination is to experimentally 
research the part of how moderated mediation effect of the institutional environment and entrepreneur-
ship orientation on enterprising self-efficacy and SME advancement. The examination is noteworthy as 
it would energize the part of the enterprising intentions, self-viability, and institutional environment in 
the advancement of an effective enterprise-based SME.

BACKGROUND

ESE, EO, and SME Advancement

Contemporary academic literature consistently encourages the willingness of effective entrepreneurs to 
endorse ambidexterity as a basic trait. According to Alarjani et al. (2020), Eniola (2020b, 2020c), and 
Volery et al. (2013) entrepreneurs can properly identify market opportunities and profit from them. The 
researchers recommend further investigation of this creative individual behaviour. Alarjani et al., (2020); 
Eniola, (2020b); Fang, Lee, and Schilling (2010) position that the attributes allow business people to 
understand and maximize the possibilities of proven and natural methods while at the same time seek-
ing to identify new opportunities and approaches that add productivity. That is the reason the character 
drives the production and makes the enterprise maintainable.

Self-efficacy is one’s confidence in its ability to coordinate its intellectual qualities, inspiration, 
and succession of acts in a way that gives it power over occasions in life (Alarjani et al., 2020; Eniola, 
2020b, 2020c). Individuals with low self-efficacy will in general abstain from building abilities or facing 
challenges whereas high self-efficacy can, on the opposite, According to the principle of ambidexterity 
academic exploration, as a result, habitually supports ESE as the main catalyst for a new SME to start. 
ESE to them is the self-concept of entrepreneurs of being able to play out an undertaking that helps them 
to establish a necessary motivation to act (Eniola, 2020b, 2020c; McGee et al., 2009).

While empirical evidence exists about the correlation of ESE with results related to entrepreneurial 
success, for instance (Alarjani et al., 2020; Eniola, 2020b; Naktiyok et al., 2010) recognized that the 
capacities of entrepreneurs’ to settle for far-reaching strategic decisions was essentially influenced by 
their ESEs. Likewise, in the sense of transition economies (Alarjani et al., 2020; Eniola, 2020b); McGee 
et al. (2009) found evidence regarding ESE’s direct and mediating impact on results. But the effect of 
ESE on venture efficiency is not plain enough (Alarjani et al., 2020; Eniola, 2020b; Hmieleski & Baron, 
2008) and needs more context-specific empirical studies (Eniola, 2020b; Markman et al., 2016). This 
examination is especially significant in the Nigerian setting because as summed up before, the contra-

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



202

Moderated Mediation Effect of Institutional Environment and Entrepreneurship Orientation
 

diction between obtaining education and having market-based skills has led to a lack of entrepreneurial 
propensity and/or orientation (Eniola, 2020b; Pitan & Adedeji, 2012).

Scholars argue that entrepreneurial intent / orientation is crucial for deciphering enterprising qualities, 
in this case, self-efficacy, into firm-level results (Ahlin et al., 2014; Fillis & Rentschler, 2010). This paper 
does not distinguish between entrepreneurship and entrepreneurial orientation, as compared to Richard, 
Barnett, Dwyer, and Chadwick (2004) who consider entrepreneurial orientation to be a firm-level con-
struct. Nonetheless, at the same time, it concurs simultaneously with the contention that enterprising is 
a process construct and is related to the managers’ strategic approach and activities (decision making, 
processes, practices) (Eniola, 2018a, 2018b; Eniola & Entebang, 2014; Richard et al., 2004). Conse-
quently, established on Hambrick and Mason (1984), upper echelon perspective, this paper deciphers 
entrepreneurial orientation as the goals of entrepreneurs rather than the company. That an individual 
tends to develop and or recognize market-based opportunities and react proactively through creativity and 
risk-taking while creating a new small and medium-sized enterprise. Centred on the above-mentioned 
scholarly dialog this study, therefore posits its first hypothesis as follows:

H1: The relationship between enterprising self-efficacy and SME advancement in Nigeria is mediated 
by Entrepreneurial orientation

Institutional Environment

Multiple empiric sources acknowledge that external environmental dimensions, such as market substruc-
tures and other formal and informal institutions, need to be discussed causally between entrepreneurial 
orientation and performance-related strictures (Eniola, 2020b, 2020c; Naman & Slevin, 1993; Zahra & 
Covin, 1995). As cited in Eniola (2020b) based on institutional economic observations (North, 1991) 
the study reads between the institutional lines: formally, informally, explicitly, and implicitly, rules and 
regulations regulating decision making, describing and developing choices, determining risks, recogniz-
ing alliances and networking and speeding up entrepreneurship. Institutions are the human constraints 
that set the law of the game of business practices and thus their result in the form of competitive SMEs. 
Various scholars in business literature (Alarjani et al., 2020; Eniola, 2020b, 2020c; Guerrero et al., 2016; 
Thornton et al., 2013; Urbano et al., 2018; Urbano & Guerrero, 2013; Welter & Smallbone, 2011) sup-
port North concept of competitive new projects in an institutional context. Nevertheless, recent research 
in the transitional economies indicates that countries have seen tremendous growth in business-based 
institutions and industry activity both weak formal and informal institutions (Eniola, 2020b; Zhou, 2013). 
China is a common event. Scholars consider that in transition economies, despite the conventional pre-
sumption of science, institutional environments are improving; this is not true (Banalieva et al., 2015).

Researchers have always been paradoxical about entrepreneurial and business development (Alarjani 
et al., 2020; Eniola, 2020b, 2020c; Huang, Liu, & Li, 2019; Naktiyok et al., 2010). While market stabil-
ity, the rule of law, and the business climate are considered unfavourable to enterprises, the country has 
seen one of the most rising entrepreneurship classes in the world. The paradox has drawn considerable 
attention from scholars and practitioners towards the way their institutional environment is influenced 
by the success of SMEs in China (Pistrui et al., 2001; Yang & Li, 2008) performance (Banalieva et al., 
2015; Kshetri, 2007; Peng & Jiang, 2010). Nigeria is more complicated than China, since abundant 
natural resources and religious tourism in the country, together with the political structure of democracy 
and the unique social-cultural climate, will exacerbate further the need for investigations into business 
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phenomena. The neglect of social drives which lead to organizational activities (Barley & Tolbert, 1997) 
by theories of efficiency is the fundamental reason why the promoters of institutional perspectives are 
dissatisfied with entrepreneurship. Empirically, the research of Ngek (2015) showed a significant rela-
tionship between ESE and firm performance. While the empirical result of Chao.et.al (2016) indicates 
a moderate relationship between ESE and firm performance. The viewpoint that projects the role of the 
organizational behaviour norms, values, and rules and that these factors differ widely across borders and 
cultures (Fang et al., 2010; Scott, 2008). In a market background like Nigeria, where religious, political, 
social, cultural, and economic perspectives challenge the potential of the traditional capitalist approaches 
to entrepreneurship (Jepperson, 1991).

H2: Institutional Environment positively enhances the mediation impact between enterprising self-
efficacy and SME Advancement.

Three sub-hypotheses about the above-mentioned impact of moderation follow.

H2a: An institutional environment moderates the relationship between enterprising self-efficacy and 
entrepreneurial orientation.

H2b: The relationship between the orientation of entrepreneurship and the progress of SMEs is moder-
ated by the institutional environment.

H2c: The relationship between enterprising self-efficacy and SME advancement is moderated by the 
institutional environment.

MAIN FOCUS OF THE CHAPTER

Methodology

As a result of the up to referenced reasons in the literature identified with the disposition and propensities 
of the Nigeria youth, more premium in the middle-class occupations, and the confound between their 
learning and market-based abilities as far as an entrepreneurial necessity, this exploration did not put into 
consideration business/financial aspects or potentially business graduates, but entrepreneurs with high 
school education as the least form of education and in the framework of 10-49 workers (Eniola, 2020b; 
MSME Survey 2013). In this way, to gather substantial reactions, via questionnaire review approach, we 
chose our respondents among entrepreneurs and SME owners in the south-western region of the country, 
(26,744), which form the population, as defined by SMEDAN (MSME Survey, 2013). The exploration 
was conveyed in the south-west because it has the most noteworthy absolute SMEs in the country (MSME 
Survey, 2013). Through stratified random sampling, respondents were chosen from companies across 
different organizations going from transportation, agriculture, construction, agriculture, ICT, taken into 
cognizance are the respondent capacities to fathom the ideas of business advancement and innovation, 
business venture, and viable expansion. In deciding the sample size from the entire population, the study 
utilizes Krejcie and Morgan (1970) that resulted in 379 and was distributed with 343 surveys returned 
and 17 disposed of because of incomplete replies. Subsequently, 326 substantial returns were analysed 
using Partial Least Square-Structural Equation Method (PLS-SEM).
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The vital variable in this examination was simply the development of Entrepreneurial Self-Efficacy 
(ESE), Entrepreneurial Orientation (EO), Institutional Environment (IE), and SMEs Advancement. 
To guarantee its validity and reliability, several scales from previous studies of a similar nature were 
used. The researchers measure ESE with 20-item (Ebrahimi & Mirbargkar, 2017) and EO with 13-item 
(Alarjani et al., 2020; Eniola, 2020b), IE with 13-item (Covin & Slevin, 1989), and SME advancement 
with 9-item (Alarjani et al., 2020; Eniola, 2020b).

Analysing Reliability

Table1 demonstrated that every one of the four scales was dependent upon singular reliability analysis 
and all show an alpha value of Cronbach of at least .86, surpassing the suggested and generally acknowl-
edged lower limit of 0.7, as shown below following a small modification, by removing unreliable items 
(Eniola, 2020a, 2020b; Hair et al., 2019).

Table 1. Factor Loading

Constructs Item Loading CA CR AVE

ESE

CR1 
CR2 
CR4 
CR5

0.630 
0.575 
0.611 
0.654

0.727 0.778 0.643

PL1 
PL2 
PL3

0.857 
0.868 
0.707

0.750 0.854 0.663

M1 
M2

0.904 
0.684 0.846 0.779 0.642

MA2 
MA3 
MA4 
MA5

0.785 
0.813 
0.810 
0.729

0.792 0.865 0.616

FL1 
FL2 
FL3 
FL4

0.694 
0.711 
0.799 
0.727

0.713 0.823 0.538

EO

RT1 
RT2 
RT3

0.858 
0.852 
0.593

0.865 0.795 0.509

PR1 
PR2

0.858 
0.619 0.722 0.712 0.559

AU1 
AU2 
AU3

0.505 
0.688 
0.672

0.732 0.835 0.636

SMEs-A

IE1 
IE2 
IE3

0.572 
0.897 
0.883

0.711 0.836 0.637

FP1 
FP2 
FP3

0.815 
0.886 
0.869

0.713 0.892 0.735

NCE1 
NCE2 
NCE3

0.817 
0.861 
0.848

0.795 0.880 0.709

LE2 
LE3

0.865 
0.512 0.954 0.941 0.721

CE1 
CE3 
CE4

0.654 
0.565 
0.587

0.895 0.925 0.669

NE3 0.982 0.915 0.935 0.689

Source: Own
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Validity of Discrimination

Discriminant validity was achieved when the AVE square root was higher than the association of the 
model variables (Eniola, 2020; Eniola & Entebang, 2017; Fornell & Larcker, 1981), The discriminant 
measures utilized normalized factor loadings, AVE, CR esteems and an examination of the AVE with 
the elements’ connection (between measurements for this situation) squared for every one of the models. 
The rundown of the fit indices and the different measurements got during reliability and validity analysis 
are shown in Table 1 above and 2 underneath.

The underlying theory of this investigation was that entrepreneurial orientation plays a part by inter-
cedes in the relationship between enterprising self-efficiency and SME advancement. The results show 
that there is no correlation between enterprising self-efficiency and SME advancement. This results from 
the failure of self-employed people, especially green enterprises, to grow or recognize opportunities to a 
full degree of self-efficiency in SMEs, which can be attributed to the social-cultural and religious contexts 
of Nigeria. The results indicate that the entrepreneur is innovative and that the strategy is appropriate, 
but the entrepreneur needs the capacity to resolve the weak business momentum and structural barriers 
to deliver feasible opportunities and strive for global competitiveness.

The performance in Table 3 above further confirms Nigeria’s full intercession effect on entrepreneur-
ship between self-efficacy and the success of SMEs. The results show that young entrepreneurs can 
achieve maximum self-efficiency by employing proper schooling, social-cultural, and market-oriented 
standards to improve entrepreneurship, build or recognize certain opportunities (Alarjani et al., 2020; 

Table 2. Correlations

Con. AVE Au Ce Cr Ei Fl Fp Le Ma M Nce Ne Pl Pr Rt

Au 0.636 0.79

Ce 0.669 0.54 0.82

Cr 0.643 0.42 0.43 0.80

Ei 0.637 0.50 0.47 0.53 0.79

Fi 0.538 0.44 0.44 0.64 0.52 0.73

Fp 0.735 0.47 0.43 0.67 0.48 0.59 0.86

Le 0.721 0.49 0.41 0.56 0.49 0.61 0.60 0.85

Ma 0.616 0.49 0.49 0.66 0.53 0.64 0.59 0.58 0.79

M 0.642 0.54 0.46 0.54 0.64 0.56 0.57 0.49 0.55 0.80

Nce 0.709 0.54 0.54 0.54 0.54 0.54 0.67 0.50 0.60 0.59 0.84

Ne 0.689 0.42 0.42 0.42 0.42 0.42 0.43 0.58 0.39 0.40 0.43 0.83

Pl 0.663 0.50 0.50 0.50 0.50 0.50 0.56 0.50 0.54 0.61 0.56 0.49 0.81

Pr 0.559 0.53 0.53 0.53 0.53 0.53 0.66 0.50 0.67 0.64 0.66 0.53 0.50 0.75

Rt 0.509 0.45 0.45 0.45 0.45 0.45 0.54 0.58 0.54 0.56 0.54 0.64 0.58 0.54 0.71

Source: Own
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Eniola, 2020). The above results demonstrated the full mediating impact of enterprising self-efficiency 
and SME advancement, which led to the acceptance of the first hypothesis in Nigeria.

The second hypothesis is the positive moderating effect of the institutional environment on the direct 
relationship between ESE and SME advancement and their indirect relationship via enterprise guidance. 
Three versions of the complete structural equation model have therefore been executed and the bootstrap-
ping is calculated to determine the moderating effect in three different phases / paths as suggested in 
hypotheses 2a, 2b, and 2c. The statistics obtained during the analysis are summarized in Table 4 below.

Table 4 above presents the findings obtained from our three sub-hypotheses of hypothesis 2 discussing 
the moderating impact of institutional environments. The results show that the institutional environment 
moderates the correlation between enterprising self-efficacy and the advancement of SMEs that could 
enhance the impact of entrepreneurial self-efficacy on small and medium-sized Nigerian companies. 
The same relates to changes in a positive attitude towards entrepreneurial business development, i.e. 
entrepreneurial orientation and effect of growth and proliferation on SME-based economic progress. 
This study, consequently, acknowledged all three under-hypotheses which assume that the improved in-
stitutional environment can favour the advancement of SMEs in Nigeria directly and indirectly through 
entrepreneurship.

Table 3. Hypotheses Testing

Original 
Sample 

(O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics 
(|O/STDEV) P Values Significant 

value

Entrepreneurial Orientation-> 
Employment Increase 0.498 0.508 0.034 14.450 0.000 Positive

Entrepreneurial Orientation-> Financial 
Performance 0.528 0.530 0.032 16.682 0.000 Positive

Entrepreneurial Orientation-> New 
Commercial Enterprise 0.525 0.525 0.032 16.528 0.000 Positive.

Enterprising Self-Efficacy-> Autonomy 0.256 0.263 0.032 7.918 0.000 Positive.

Enterprising Self-Efficacy-> 
Employment Increase 0.458 0.480 0.032 14.332 0.000 Positive.

Enterprising Self-Efficacy-> Financial 
Performance 0.486 0.501 0.028 17.596 0.000 Positive.

Enterprising Self-Efficacy-> New 
Commercial Enterprise 0.483 0.496 0.028 17.265 0.000 Positive.

Enterprising Self-Efficacy-> 
Proactiveness 0.131 0.137 0.038 3.471 0.001 Positive.

Enterprising Self-Efficacy-> Risk-
Taking 0.468 0.481 0.035 13.317 0.000 Positive.

Enterprising Self-Efficacy-> SME 
Advancement -0.252 0.045 0.273 0.925 0.356 Negative

Enterprising Self-Efficacy-> 
Entrepreneurial Orientation-> SME 
Advancement (H1)

0.299 0.308 0.028 10.720 0.000 Positive.

Source: Own
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SOLUTIONS AND RECOMMENDATIONS

Policy Implications: In this way, this exploration proposes a strategic plan that successfully coordinates 
the aforementioned educational and market institutions that can assist in building, preparing, and pro-
moting youth in Nigeria into capable business ventures. By searching for and helping the best business 
enterprise to start a new business, this model can be applied by policymakers. Also, this model could 
be set up to create a lot of innovative orientations and behaviours among young people in Nigeria. This 
could be achieved by offering the right values to young people through intensive training that could very 
well help improve their self-viability. Likewise, their levels of self-ampleness could be extended with real 
planning modules and the right philosophy. The association between self-viability and entrepreneurial 
orientations could, from a comparable point of view, be used as a strategy for recognizing ambitious 
vocations for youth. The creation, progression, and enhancement of understudy self-efficacy should 
be highlighted in colleges and schools as self-viability is essential for creating enterprising directions.

Managerial Implications: One of Nigeria’s Vision 2030’s critical topics is a sharp focus on im-
proving the limits and the ability to expand the industrial area’s quality and reliability. The focus is 
therefore on the use and modification of the legitimate, fiscal, and other non-commercial institutional 
frameworks for streamlining the commercial environment, specifically for the advancement of SME 
ventures (UNDP, 2015). The main concern is to create and upgrade the economic system of Nigeria from 

Table 4. Hypothesis Analysis with moderating variables

Original 
Sample 

(O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics 
(|O/STDEV) P Values Significant 

value

Entrepreneurial Orientation-> 
Employment Increase 0.498 0.508 0.034 14.450 0.000 Positive

Entrepreneurial Orientation-> Financial 
Performance 0.528 0.530 0.032 16.682 0.000 Positive

Entrepreneurial Orientation-> New 
Commercial Enterprise 0.525 0.525 0.032 16.528 0.000 Positive.

Enterprising Self-Efficacy-> Autonomy 0.256 0.263 0.032 7.918 0.000 Positive.

Enterprising Self-Efficacy-> 
Employment Increase 0.458 0.480 0.032 14.332 0.000 Positive.

Enterprising Self-Efficacy-> Financial 
Performance 0.486 0.501 0.028 17.596 0.000 Positive.

Enterprising Self-Efficacy-> New 
Commercial Enterprise 0.483 0.496 0.028 17.265 0.000 Positive.

Enterprising Self-Efficacy-> 
Proactiveness 0.131 0.137 0.038 3.471 0.001 Positive.

Enterprising Self-Efficacy-> Risk-
Taking 0.468 0.481 0.035 13.317 0.000 Positive.

Enterprising Self-Efficacy-> SME 
Advancement -0.252 0.045 0.273 0.925 0.356 Negative

Enterprising Self-Efficacy-> 
Entrepreneurial Orientation-> SME 
Advancement (H1)

0.299 0.308 0.028 10.720 0.000 Positive.

Source: Own [***: p<0.001; **: p<0.01; *: p<0.05]
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a renewed nation to an independent economy dependent on the internal market. Business enterprises can 
utilize the entrepreneurial orientation concept in the same way as a tool to break down entrepreneur-
ship and management designs that can promote quantifiable human resource profits. For example, the 
positive association between business orientation and achievement has been shown by past findings of 
the examination, and the archetypal set up in this investigation could therefore shape the establishment 
of qualities that business owners can support among themselves so that high self-viability can be easily 
acquired, regardless of whether inventive, helpful or both.

Theoretical Implication: Following Ajzen’s planned behavioural theory (2011), the investigation 
likewise underpins the requirement for establishments to empower youngsters and business people 
to create and depict a positive, market-based way to deal with the improvement of the private sector 
dependent on SME. In Nigeria, where the market and social norms block the innovative mentality of 
young graduates, this is especially important (Alarjani et al., 2020; Eniola, 2020b). Most investigators 
utilized traditional analytical techniques, principally SPSS. By applying further psychometric measures, 
the SEM-PLS Model set up more knowledge on the current appraisal, which gave increasingly more 
broad solutions. Thus, the endeavour to apply the SEM-PLS model with a more definite examination 
could be emulated by other researchers. Another important methodological implication is the utiliza-
tion of SMEs as tests in various businesses. Past exploration overview results were gathered principally 
for understudies, executives, and non-business visionaries (Ebrahimi and Mirbargkar, 2017; Pitan and 
Adedeji, 2012). The findings were consequently conceivable, considering a veritable example of the 
current populace of entrepreneurs, to extend the actual scenario of small and medium-sized enterprises 
with reliable and meaningful conclusions.

FUTURE RESEARCH DIRECTIONS

This investigation experiences a couple of limitations, among others. The examination didn’t distinguish 
and separate entrepreneurs by necessity and opportunity as the data gathered dependent on deliberate 
testing from a pool of SMEs. Explicitly distinguishing the opportunities-entrepreneurs, uniquely, incipi-
ent business visionaries and getting their reactions may give better logical comprehension. Also, the 
examination has received scales created in an altogether different financial, social, lawful, and strict set-
ting that may scrutinize the legitimacy of the reactions assembled identified with the factors of intrigue. 
Future analysts ought to in such a manner centre around the correct example choice and structure of 
appropriate setting explicit instruments for variable estimation.

CONCLUSION

The examination reasons that the development of SMEs and increasing entrepreneurial self-efficacy 
within a society, especially among young entrepreneurs, is a critical issue that requires the attention of 
all stakeholders. Despite the fact that there is no single best approach to encourage entrepreneurship, 
it does necessitate a detailed comprehension of the context in terms of the social-cultural and market-
oriented standards. As a result, governments, intergovernmental organisations, and non-governmental 
organisations must collaborate to offer entrepreneurship proper exposure and funding.
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According to the analysis, successful entrepreneurship literacy, learning, and training, as well as 
the presence of mentoring and support centres for the youth community across the states, would have 
a substantial and positive impact on the potential and perceived desirability of entrepreneurial involve-
ment and company start-up.

Finally, institutional environment must legitimise company start-up as a feasible career choice. Simi-
larly, the establishment of market development centres where ideas and tools for business development 
can be exchanged would undoubtedly aid in harnessing the potentials of our green entrepreneurs for 
greater socioeconomic advancement. Along with the limitations listed above, the results of this study 
open up a range of avenues for potential studies in the areas of individual self-efficacy, entrepreneurial 
focus, and institutional climate. In light of this, it will be intriguing to use a focus group approach to 
explore how cultural considerations hinder the progress of SMEs. Furthermore, future studies should 
empirically investigate the degree to which the dimensions of institutional environments mediate or 
influence individual entrepreneurial orientation and SMEs development among green entrepreneurs 
utilising a broader sample that covers all geographical regions of Nigeria.
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KEY TERMS AND DEFINITIONS

Enterprising: Enterprising is the desire to consider opportunities whenever they through present 
themselves, as well as the courage to accept the risk so that the chance is not lost but completely used. 
It is the capacity to understand the value of preparing, establishing realistic targets (objectives), and 
having in place the means to accomplish the specified goals of the company.

Enterprising Self-Efficacy: Enterprising self-efficacy is a business start-up or development by 
an individual with expectations that are based on mission or result objectives, and the valence of the 
beliefs, whether optimistic or negative, influence beliefs to achieve particular market success attain-
ments. Entrepreneurial self-efficacy is described as the entrepreneurs’ understanding of their own trust 
in themselves and their own entrepreneurial capacities to achieve particular market success outcomes.

Entrepreneur: An entrepreneur is described as a person who starts a new company, bears the majority 
of the costs, and reaps the majority of the rewards. An entrepreneur is widely regarded as an innovator, 
a source of innovative technologies, products, facilities, and business/or practises, who employs the ex-
pertise and effort required to anticipate requirements and introduce successful new concepts to market.

Entrepreneurship: Entrepreneurship is described as the process of planning, launching, and operating 
a new company, as well as the skill and desire to create, coordinate, and handle a business venture and 
all of its risks in order to make a profit. Similarly, entrepreneurship is a risky endeavour that involves 
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starting a venture, often a start-up company, and selling distinct goods and services to target clients, 
which may or may not be successful.

Entrepreneurship Orientation: Entrepreneurial orientation (EO) can be defined as an organisa-
tion strategic orientation that encompasses an organization’s entrepreneurial strategy-making activities, 
management ideologies, and firm behaviours. The structures, procedures, and decision-making styles 
of organisations that function entrepreneurially are referred to as EO. Entrepreneurial orientation (EO) 
is a central principle when companies are designing plans in the hopes of doing something better and 
capitalising on prospects that most businesses cannot.

Institutional Environment: The institutional environment is characterised as the series of social, 
economic, political, and legal agreements that serve as the basis for trade and development. Institutional 
environments have both casual and structured elements that apply to a broad variety of unrelated transac-
tions that influence the activities of organisations and individuals.

SMEs Advancement: Small and medium-sized enterprises (SMEs) Advancement is described as 
companies that keep sales, properties, or the number of employees below a certain threshold when go-
ing forward in place or progressing through the provision of market advice and networking help to the 
creation of financial and non-financial rewards and expenditure in supporting services and/or facilities.

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



215

Copyright © 2021, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

Chapter  13

DOI: 10.4018/978-1-7998-7951-0.ch013

ABSTRACT

Small and medium-sized enterprises (SME) in the food sector play a pivotal role in contributing to the 
developing county’s economy. In order to improve a small and medium-sized enterprises (SME), one 
key driver is innovation, and for innovation initiatives to grow and succeed, they depend largely on the 
leadership and the innovation capabilities of the firm. This chapter will shed more light on the impact 
of the enhanced innovation process on the performance of small and medium-sized enterprise (SME) 
bakeries. A qualitative study was conducted on 186 registered bakery owners/managers of bakeries. The 
results indicated that the relationship between enhanced innovation process and output level in small 
and medium-sized enterprises (SME) bakeries are significant. It has been revealed that the workforce’s 
professional behaviour, the acquired competency through training, and the rewarding systems moder-
ate the relationship between enhanced innovation process and output level in small and medium-sized 
enterprise (SME) bakeries.
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INTRODUCTION

Small and Medium-sized Enterprises (SME) are the key role-players in stimulating growth and economic 
activities within African countries. In Tanzania’s food sector there are many Small and Medium-sized 
Enterprises (SME) bakeries. Many factors contribute to promoting the performance of bakeries. In this 
paper the researchers’ highlight the importance of innovation. Innovation takes place within product 
development, marketing and communication areas of the small business. The success of the innova-
tion process depends on the ability of the Small and Medium-sized Enterprises (SME) to enhance the 
customer offerings.

To determine the contribution of innovation strategies on the performance of Small and Medium-
sized Enterprises (SME) bakeries in Tanzania. Understanding the effective entrepreneurial strategies 
that enable Small and Medium-sized Enterprises (SME) to compete fosters core competences needed to 
address various challenges facing Tanzanian Small and Medium-sized Enterprises (SME) particularly 
those in the food sector such as bakeries. Although the sector is one of the major job creators in Tan-
zania, there is no research that links entrepreneurial strategies with specific relation to innovation and 
how it impacts on Small and Medium-sized Enterprises (SME) performance in Tanzania. The study will 
assist in knowledge creation in the area of Small and Medium-sized Enterprises (SME) innovation and 
its impact on performance. The study will also inform business practitioners, Small and Medium-sized 
Enterprises (SME) owners / managers, and entrepreneurs about the approaches needed to compete and 
drive their growth and sustainability.

BACKGROUND

Small and Medium-sized Enterprises (SME) play a vital role in driving socio-economic development in 
many countries including developing nations. It is estimated that 99% of all of the operating businesses 
around the globe are Small and Medium-sized Enterprises (SME) (Robu, 2013; Savlovschi & Robu, 
2011). They also account for 99% of all of the enterprises in developing countries, and 95% in Sub-
Saharan Africa (Fjose et al., 2010). Small and Medium-sized Enterprises (SME) contribute significantly 
in poverty reduction and are the sources of employment opportunities (Katua, 2014; Savlovschi & Robu, 
2011). They employ 60-70% of all employees (Robu, 2013; Savlovschi & Robu, 2011). In Tanzania, 
Small and Medium-sized Enterprises (SME) are also an engine in poverty reduction (URT, 2012), job 
creation (Maliti & Mnenwa, 2008), and GDP growth. For example, in 2010, about 27% of the GDP was 
contributed to by small enterprises (URT, 2012). The benefits of Small and Medium-sized Enterprises 
(SME) are numerous in various economies. For example, they can prevent large enterprises from control-
ling the market, and are drivers of innovation (Savlovschi & Robu, 2011), and competitiveness (Robu, 
2013). Their competitive advantages can be translated in terms of their efficient utilization of resources 
and high capital productivity (Huang, 2003; Savlovschi & Robu, 2011), low production cost, manage-
ment cost (Keskìn et al., 2010; Robu, 2013), high flexibility and fast decision making process, and their 
lower cost of creating employment opportunities than is in large firms (Savlovschi & Robu, 2011). Also, 
Small and Medium-sized Enterprises (SME) need small capital (Keskìn et al., 2010). However, in order 
to continue realizing their contribution to the socio-economic development of various economies such 
as Tanzania, Small and Medium-sized Enterprises (SME) need to realize growth. This can be realized 
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when a positive performance is achieved. This performance can be influenced by Small and Medium-
sized Enterprises (SME) entrepreneurial initiatives.

Entrepreneurship is at the heart of Small and Medium-sized Enterprises (SME) performance and 
sustainability. Entrepreneurship is a process of identifying and pursuing opportunities beyond the lim-
its of the resources under control. Entrepreneurial opportunities are situations in which products can 
satisfy a need. Entrepreneurs can be independent persons or individuals within a firm who pursue an 
entrepreneurial opportunity and encompass an entrepreneurial mind-set that can be regarded as a driver 
of competitive advantages in business entities. A competitive advantage is achieved when entrepreneurs 
develop capabilities that will help the firm to compete (Hitt et al., 2007). Small and Medium-sized 
Enterprises (SME) owners develop products, and through these products, managers achieve the firm’s 
competitive advantage. The firm’s positive performance is attained when strategic actions are inte-
grated with entrepreneurial actions (Hitt et al., 2002). An entrepreneurial action is the one that discov-
ers opportunities that are used to create business (Johnson & Van-de-Ven, 2002). This is because; an 
entrepreneurship’s center of attention is creation while the strategic management’s focal point is firm 
performance. The creation-performance link is referred to as strategic entrepreneurship (Meyer et al., 
2002). Strategic entrepreneurship is an entrepreneurial conduct under a strategic perspective. It can be 
translated as introducing a product in the market and making efforts that intend to sustain its survival 
(Hitt et al., 2007). Entrepreneurship and strategic management are joined by various factors such as 
innovation, networking, learning, governance, and flexibility to mention a few. On the other hand, Hitt 
et al. (2001) claim that the two perspectives: entrepreneurial and strategic, can be joined to study entre-
preneurial strategies that generate wealth.

An entrepreneurial strategy involves identifying and selecting a value creating option for a firm 
among a set of various choices (Gans et al., 2016). It is made up of both internal and external factors 
that impact a business (Wang et al., 2015) and allows a firm to develop capabilities, and position itself 
in the market (Gans et al., 2016). Research has for quite long focused on establishing the contribution 
of entrepreneurial orientation on firm performance. According to Lumpkin & Dess (1996), a combina-
tion of all activities that propel a decision in making a new entry is referred to as an entrepreneurial 
orientation. Miller (1983) characterized an entrepreneurial orientation as innovation, risk-taking, and 
pro-activeness. Lumpkin & Dess (1996) adopted Miller’s (1983) facets and added two more dimensions: 
autonomy, and competitive aggressiveness. In meeting their research objectives, various studies charac-
terize an entrepreneurial orientation based on Miller’s (1983) or Lumpkin & Dess’ (1996) dimensions. 
This means that a three dimension model (Kurtulmuş & Warner, 2015; Dai et al., 2014; Wang et al., 
2015) or a five dimension model (Brownhilder, 2016; Mason et al., 2015; Singh, 2015) can contribute to 
Small and Medium-sized Enterprises (SME) performance. Apart from the five dimension model, Mason 
et al. (2015), and Singh (2015) have added competitive energy, and knowledge respectively. However, 
entrepreneurial orientation is sometimes likened to entrepreneurial strategies. For example, dimensions 
such as innovativeness, risk-taking, and pro-activeness have been referred to by Duarte (2011) as inno-
vation, risk, and proactivity strategies. Based on this concept, entrepreneurial strategies can be defined 
in terms of innovation, risk-taking, marketing, knowledge management, and networking. In this regard, 
an understanding of the entrepreneurial practices in Small and Medium-sized Enterprises (SME) is of 
paramount importance. These are the innovation, risk-taking, marketing, knowledge management, and 
networking practices in Small and Medium-sized Enterprises (SME). For the purpose of this chapter 
the researchers will concentrate on Small and Medium-sized Enterprises (SME) ’s that are bakeries and 
the innovation aspect in Small and Medium-sized Enterprises (SME) bakeries will be discussed further.
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MAIN FOCUS OF THE CHAPTER

Entrepreneurial Practices in Bakeries

There is a significant growth in the bakery business in Tanzania (Bennett et al., 2012). Women are the 
major producers and suppliers of bakery products in Tanzania (Maro & Barreiro-Hurlé, 2012). Most of 
these bakeries are micro, and small enterprises. The production and selling of bakery products is a famous 
and old business around the world. The process (baking) can take place in various baking appliances, 
using flour, and baking technology to produce breads, pastries, cakes, and biscuits / cookies (Lai & Lin, 
2006). Other types of bakery products include pizzas, samosas, pies, scones, and doughnuts (Fellows 
& Axtell, 2004). However, the most famous bakery product is bread (Souki et al., 2016). The bakery 
products produced and supplied in Tanzania include breads, scones, cakes, cookies, buns, doughnuts, 
chapatti, and biscuits (Bennett et al., 2012; Chongela et al., 2014). The most consumed are breads, buns, 
chapatti, and biscuits (Chongela et al., 2014).

Like any other business, producers and suppliers of bakery products take into consideration vari-
ous internal and external environmental factors. For example, Fellows & Axtell (2004) suggest that 
the products produced should match the requirements, needs, and preferences of customers in terms of 
packaging, taste, ingredients, price, and size to mention a few. They also argue that bakeries need to 
carry out a competitor diagnosis, treat all stakeholders fairly, institute effective customer relationship 
management strategies, and possess a technical know-how, and necessary machinery in the production of 
bakery products. They also suggest that segmentation of bakery market is essential. Therefore, the bakery 
may decide to produce and sell bakery products based on gender, age, income, working environment, 
nutritional preferences, ceremonies, and geographical location such as rural, urban, or semi-urban. That 
is why Fellows & Axtell (2004) further argue that bakeries need to enhance their customers to access 
the bakery products conveniently including timely product delivery. This will capture customers who 
like bakery products that are produced and sold at the respective bakeries (Souki et al., 2016). That is 
why convenience, pleasure, and health determine the innovation in bakery products (Martínez-Monzó 
et al., 2013). The health factor for example, can be in terms of whole grain bread vis-à-vis white bread 
(Souki et al., 2016). On the other hand, the marketing practices that are honest are expected to capture 
the attention of potential bakery customers. For example, promotion of bakery products can be enhanced 
by the use of media such as radio and newspapers as well as signboards, leaflets, and cards. Another 
important method is personal contacts (Fellows & Axtell, 2004).

Innovation Practices in Small and Medium-sized Enterprises (SME)

The internal business environment plays a vital role in enhancing innovation capabilities in Small and 
Medium-sized Enterprises (SME) and eventually performance (Bayarçelik et al., 2014). Nevertheless, 
diversity and dynamics in market influence innovation initiatives that ultimately foster Small and Medium-
sized Enterprises (SME) competitiveness (Seo & Chae, 2016). However, these initiatives vary. To a great 
extent, Small and Medium-sized Enterprises (SME) tend to make frequent innovations in product develop-
ment (Nicolescu & Nicolescu, 2012), and in process innovation. They also execute marketing innovations 
by designing and implementing enhanced promotion, product, and pricing techniques (Bozkurt & Kalkan, 
2014). This is why successful innovation requires the integration of customer’s requirements and ideas 
in the innovation processes (Bayarçelik et al., 2014). These innovative initiatives include exploration 
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and creativity (Seo & Chae, 2016) and can be enhanced by the use of Information and Communications 
Technology (ICT) (Nicolescu & Nicolescu, 2012) especially when the Small and Medium-sized Enter-
prises (SME) owners / managers are willing to adopt such usage. That is why the adoption of innovation 
is always predicted by management styles within business organizations (Bayarçelik et al., 2014). Small 
and Medium-sized Enterprises (SME) are flexible in adopting innovative ideas (Garbelli, 2016). Small 
and Medium-sized Enterprises (SME) are ready to engage in innovative practices that improve their 
technology. They also strive to engage in developing open and effective innovation plans, and establish 
control mechanisms in a participatory manner (Yanes-Estévez et al., 2018). It should however be noted 
that the strategic innovation depends on the awareness of Small and Medium-sized Enterprises (SME) 
owners / managers on effective risk management practices (Le-Roy & Yami, 2007). This is why, Small 
and Medium-sized Enterprises (SME) that strive to manage uncertainties in the business environment 
are likely to influence enhanced innovation operations and Small and Medium-sized Enterprises (SME) 
performance (Seo & Chae, 2016). The contribution of innovation on Small and Medium-sized Enterprises 
(SME) performance is evident (Rosli & Sidek, 2013; Nicolescu & Nicolescu, 2012). This contribution 
is mainly driven by both product and process innovations (Rosli & Sidek, 2013). These include the in-
novation in product development, and development in information and communication technology. They 
also include improvement in management, marketing, human resource management, and other business 
practices (Nicolescu & Nicolescu, 2012). However, the success of innovation initiatives depends on in-
novation capabilities of the firm. These capabilities include the problem-solving processes, structures, 
and firm resources (Bayarçelik et al., 2014).

It has been noted that there are several challenges affecting the innovation practices in Small and 
Medium-sized Enterprises (SME). These include lack of high skilled and experienced staff in innovation, 
and failure to integrate Small and Medium-sized Enterprises (SME) sections through effective commu-
nications. Others include volatility in the market, and failure of the Small and Medium-sized Enterprises 
(SME) to get support from government, research and academic institutions (Bozkurt & Kalkan, 2014). 
However, in order to influence growth and sustainability, Small and Medium-sized Enterprises (SME) 
have the responsibility of investing in enhanced innovation practices that will bring about economic 
changes (Nicolescu & Nicolescu, 2012). Small and Medium-sized Enterprises (SME) need to commit 
themselves in monitoring changes in markets. They can also invest their resources to carry out a competitor 
diagnosis in order to understand innovation initiatives and practices of their rivals (Bozkurt & Kalkan, 
2014). Nevertheless, innovation can be enhanced through cooperation among Small and Medium-sized 
Enterprises (SME) from various industries. Through cooperation, Small and Medium-sized Enterprises 
(SME) access knowledge on innovation opportunities, and matters pertaining to industrial property 
protection. In most cases, collaborations among Small and Medium-sized Enterprises (SME) take place 
in Small and Medium-sized Enterprises (SME) that share similar characteristics and diversities. These 
diversities are translated by the Small and Medium-sized Enterprises (SME) knowledge, capabilities, and 
product portfolio and characteristics (Seo & Chae, 2016). Apart from collaborating with other Small and 
Medium-sized Enterprises (SME), they can also collaborate with other entities particularly in research 
and development. In this regard, Small and Medium-sized Enterprises (SME) need to improve their 
communication processes and structures, and enhance their relations with key innovation stakeholders 
in order to facilitate innovation activities (Bozkurt & Kalkan, 2014). The cooperation that should exist 
among Small and Medium-sized Enterprises (SME) may be in the form of joint innovation projects. The 
cooperation between Small and Medium-sized Enterprises (SME) and the research and development 
community should seek to enhance innovation practices and address innovation challenges within the 

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



220

Enhanced Innovation Process as a Key Driver of Bakery Performance
 

innovation system. Generally, all of the innovation initiatives and practices in Small and Medium-sized 
Enterprises (SME) require the commitment of Small and Medium-sized Enterprises (SME) owners / 
managers in devising strategies that will address the shortage of competent staff, and financial resources. 
These strategies should intend to increase Small and Medium-sized Enterprises (SME) capabilities in 
managing innovation processes, and confronting bureaucracy in the process of accessing support from 
government institutions, and academic and research centers (Bozkurt & Kalkan, 2014).

Diffusion of Innovation Theory

The theory provides details about the mechanisms and rate at which new ideas, practices and technology 
spread into a social system (Rogers, 2003; Al-Jabri & Sohail, 2012). The rate of adoption is defined as 
“the relative speed with which an innovation is adopted by members of a social system” (Rogers, 2003). 
Therefore, diffusion comprises of the communication, acceptance, adoption, implementation, and 
institutionalization of innovation within a social system (Rogers, 2003; Koçak et al., 2013; Murray, 
2009). An innovation is “an idea, practice, or object that is perceived as new by an individu-
al or other unit of adoption” (Rogers, 2003). Accordingly, diffusion is made possible when there 
is an accumulation of technology and knowledge transfer within an organization. The theory confirms 
that adoption of new technologies is associated with “five attributes of innovations: relative advantage, 
compatibility, complexity, trial-ability, and observe-ability” (Rogers, 1995). The relative advantage “is 
the degree to which an innovation is perceived as being better than the idea it supersedes” (Rogers, 1995; 
Rogers, 2003). The social prestige and economic prosperity mainly define the degree of relative ad-
vantage. In this regard, increased relative advantage is likely to influence users in adopting a particular 
innovation (Rogers, 1995; Perkins, 2007; Lee et al., 2011). Compatibility “is the degree to which an 
innovation is perceived as consistent with the existing values, past experiences, and needs of potential 
adopters” (Rogers, 1995; Rogers, 2003). According to Rogers (1995), a more compatible idea is “less 
uncertain to the potential adopter, and fits more closely with the individual’s life situation”. Another 
attribute in the theory is complexity. This is defined as “the degree to which an innovation is perceived 
as relatively difficult to understand and use” (Rogers, 1995; Rogers, 2003). In this regard, adopters 
are likely to adopt innovations that can easily be interpreted and applied (Rogers, 1995). The theory 
regards trial-ability as an important attribute of innovation. This is defined as “the degree to which an 
innovation may be experimented with on a limited basis” (Rogers, 1995; Rogers, 2003). The intention 
of trial-ability is to dismiss uncertainty about a new innovation. In this regard, information regarding 
an innovation should be clearly understood by the managers in order to address confusions, and avoid 
any severe consequences (Perkins, 2007). Also, the theory tells about Observe-ability. This is defined 
as the “degree to which the results of an innovation are visible to others” (Rogers, 1995; Rogers, 2003). 
Observe-ability suggests that ideas should give out results that can easily be observed and well explained. 
The rate of adoption is likely to increase when other players see and understand the results brought by 
an innovation (Rogers, 1995; Rogers, 2003). Through the diffusion of innovation theory, the study finds 
how Small and Medium-sized Enterprises (SME) can interpret the attributes of their innovations and 
adopt various innovation strategies to foster their positive performance.
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Diffusion of Innovation in Small and Medium-Sized Enterprises (SME)

SME performance is heavily supported by innovation practices. The level of innovation in Small and 
Medium-sized Enterprises (SME) depends on both formal and informal processes and practices (Rob-
bins & O’Gorman, 2016). That is why the use of social media networks is regarded as an innovation 
in Small and Medium-sized Enterprises (SME) (Sarosa, 2012). Both formal and informal processes 
in innovation are supported by idea generation. Ideas come from both internal and external Small and 
Medium-sized Enterprises (SME) boundaries. Investing in novel ideas is enhanced by the culture of an 
SME. For example, risk-taking attitude is higher in Small and Medium-sized Enterprises (SME) that 
have formal innovation process than those with informal innovation process (Robbins & O’Gorman, 
2016). Processes are affected by several characteristics such as relative advantages, Observe-ability, 
complexity and compatibility (Gazem & Rahman, 2013). In turn, these processes are the ones compel-
ling a Small and Medium-sized Enterprises (SME) to adopt a particular innovation or not (Ramdani & 
Kawalek, 2007). In this regard, Small and Medium-sized Enterprises (SME) need capabilities to test an 
innovation before they adopt it (Gazem & Rahman, 2013).

Innovation in Small and Medium-sized Enterprises (SME) is challenged by several factors. They 
include lack of business know-how and limited financial resources (Vega et al., 2008). However, in de-
veloped countries such as Australia, lack of knowledge is no more a challenge to innovation adoption. 
Their main challenge is the difficulty experienced in ascertaining the benefits of innovation especially 
for small-sized projects. In turn, this makes innovation adoption a risky decision due to the limited 
resources Small and Medium-sized Enterprises (SME) own (Hosseini, et al., 2016; Al-Mamun, 2018; 
Boonsiritomachai et al., 2016). Risky actions may endanger Small and Medium-sized Enterprises (SME) 
performance (Peltier et al., 2012). Small and Medium-sized Enterprises (SME) do face difficulty in 
overcoming the costs involved in the innovation process or adoption (Sawang & Unsworth, 2011). That 
is why only Small and Medium-sized Enterprises (SME) with tight financial muscles are able to adopt 
innovation (Boonsiritomachai et al., 2016).

Innovation adoption is contributed to by several factors. Generally, the availability of organizational 
resources is crucial for innovation adoption in Small and Medium-sized Enterprises (SME) (Boonsirit-
omachai et al., 2016). Technical know-how plays a vital role in the adoption (Vega et al., 2008). Small 
and Medium-sized Enterprises (SME) need to invest in training their workforce including the owners / 
managers. In this regard, top management support is required (Chiu et al., 2017). Before adopting any 
innovation, Small and Medium-sized Enterprises (SME) need to ensure that owners / managers have the 
relevant information and are able to foresee benefits associated with such innovation (Boonsiritomachai 
et al., 2016). This is because; the adoption is partly influenced by the perception of Small and Medium-
sized Enterprises (SME) owners / managers (Peltier et al., 2012). They greatly control the innovation 
processes within their enterprises. The skills and knowledge of the workforce play a key role in the inno-
vation adoption (Peltier et al. 2012; Sawang & Unsworth, 2011; Al-Mamun, 2018). Without the required 
training, the Small and Medium-sized Enterprises (SME) workforce will not be able to cope with changes 
in business environment (Ben-Youssef et al., 2011). Given this context, Small and Medium-sized Enter-
prises (SME) owners / managers need to depend upon human capital and be ready to accept and adopt 
innovations from their employees in order to withstand pressures from the environment. Other factors 
include attitude towards change. Their readiness to accept new innovation determines their readiness to 
adopt innovation (Al-Mamun, 2018; Peltier et al., 2012). There are also; relative advantage (Peltier et 
al., 2012; Chiu et al., 2017), Observe-ability (Gazem & Rahman, 2013; Chiu et al., 2017), trial-ability, 
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and compatibility (Chiu et al., 2017). Small and Medium-sized Enterprises (SME) need to see evidence 
of benefits associated with innovative products before they adopt such innovations (Gazem & Rahman, 
2013; Chiu et al., 2017; Boonsiritomachai et al., 2016).

The innovation adoption among Small and Medium-sized Enterprises (SME) is also dependent 
on Small and Medium-sized Enterprises (SME) capabilities in new product development, and ability 
to adapt and manage new business processes that create value (Al-Mamun, 2018). For example, new 
business practices could be managing the supply chain (Hosseini, et al., 2016; Boonsiritomachai et al., 
2016) or managing market uncertainty and environmental hostility (Peltier et al., 2012). This is part of 
the external or competitive pressure that influences innovation adoption in Small and Medium-sized 
Enterprises (SME) (Sawang & Unsworth, 2011; Chiu et al., 2017; Boonsiritomachai et al., 2016). For 
example, in order to adapt to the competitive pressure and increase knowledge capital and address financial 
constraints, some Small and Medium-sized Enterprises (SME) have realized the need to take part in the 
innovation processes of key industry players especially the large scale enterprises. This is because; to a 
great extent, most of the large enterprises adopt innovations existing in the market, and their adoptions 
are not barricaded by financial inadequacy (Sawang & Unsworth, 2011). In order to respond to various 
changes and competitive pressures from the business environment, Small and Medium-sized Enterprises 
(SME) need capabilities to adopt and manage innovations, and foresee their economic benefits and re-
wards. They also need to manage risk, cost and time (Al-Mamun, 2018). Time is one of the main factors 
of innovation diffusion (Ben-Youssef et al., 2011).

Enhanced Innovation Process in Bakeries

SME owners / managers need to critically assess the link between their innovation practices with busi-
ness strategy and operating environment (Palmer et al., 2001). For about quarter a century, the advice 
given to bakeries has dwelt on their need to develop capabilities in order to manage operations through 
development of cross-functional teams. This advice has consistently urged bakeries to improve process-
improvement skills. The skills involve capabilities in capturing of data regarding consumer behaviors and 
trends, as well as information on rivals. The advice given has also concentrated on the need to develop 
effective and efficient costing systems (Darling & Davis, 1994). Small and Medium-sized Enterprises 
(SME) strive to develop and manage production processes that enhance cost reduction in order to attain 
price competitiveness. Cost reduction strategies facilitate the relationship between process innovations 
and Small and Medium-sized Enterprises (SME) performance. Cost reduction strategies translated by 
process innovations should focus on enabling the bakery to attain price competitiveness and reputation 
(Palmer et al., 2001). Food enterprises dwell more on product and process innovations (Matopoulos & 
Vlachopoulou, 2008). Bakeries need to understand that the diffusion of innovation depends on imitation 
process (Garzia, 2017). Literature confirms that bakery products can easily be imitated (Kim, 2015). That 
is why most of the food companies link innovation with product development initiatives, and research 
activities (Matopoulos & Vlachopoulou, 2008). Given this scenario, Small and Medium-sized Enterprises 
(SME) need to concentrate on product improvement in order to attain competitive advantage (Palmer, 
Wright, & Powers, 2001). Bakeries need to attain greater performance and competitiveness by introduc-
ing new product attributes (Sulistiyani, 2017). Bakeries need to concentrate on improving their products 
so that they can attain longer shelf life (Martínez-Monzó et al., 2013). One way of guaranteeing longer 
shelf life is through innovative packaging. An effective packaging such as custom-made packaging in 
bakeries also facilitates smooth distribution of bakery products (White & Hall, 2013). Bakery products 
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need packaging variation in order to compete (Martínez-Monzó et al., 2013). By focusing on packaging 
variation, and creativity and utilization of creative ideas on other innovation matters, bakeries are likely 
to influence their growth (Sulistiyani, 2017).

There is evidence showing bakeries adopting quality management practices. The quality manage-
ment practices in bakeries include control of strategy, resource management and planning, production 
management, and supply chain management (Van-Der-Spiegel et al., 2006). Quality management prac-
tices are the main sources of survival in bakeries (Kim, 2015). Commitment to quality management 
practices results into innovative bakery products (White & Hall, 2013). Effective quality management 
practices are reflected in significant production quality, and they reduce the rate of rejected bakery prod-
ucts, and complaints about quality and availability of bakery products (Van-Der-Spiegel et al., 2006). 
Quality management practices and innovation should be highly emphasized in order to compete (Stowe 
& Grider, 2014). Bakeries that adopt a differentiation strategy intertwined with quality management 
initiatives realize great competitiveness (Palmer, Wright, & Powers, 2001). Generally, in order to attain 
competitiveness, bakeries need more information related to production quality (Van-Der-Spiegel et al., 
2006). Production quality is linked with production processes. Production processes in bakeries entail 
flexibility in effecting changes and entail the use of advanced technological tools such as modern baking 
ovens, and electronic mixers (Nwewi et al., 2017). A bakery should understand that when other baker-
ies adopt a new technology and continue using it, there is evidence that the technology is of paramount 
significance and it should be adopted (Garzia, 2017). For example, consumer preferences have shifted to 
healthy products. This preference has forced bakeries to develop production processes and techniques that 
satisfy these needs (Martínez-Monzó et al., 2013). That is why bakeries may need to adopt innovation 
strategies that seek to institute differentiation such as modifying the main ingredients of bakery products 
(Zulkarnain et al., 2018). For example, the production of bakery products involves the use of fats and 
oils as one of their key materials and ingredients. In this regard, firms that strive to adopt effective cost 
reduction strategies may prefer using fat substitutes when developing their products (Rios et al., 2014). 
Product improvement is a key innovation strategy that influences Small and Medium-sized Enterprises 
(SME) performance (Palmer et al., 2001). Apart from the enhanced innovation process, the customer-
focused innovation is also part of the innovation strategies in bakeries.

Customer-Focused Innovation in Bakeries

Food companies should first seek to understand information on customer preferences before adopting 
a new technology (Nguyen & Nguyen, 2013). The motive behind any innovative practices adopted by 
bakeries should be value creation (Nwewi et al., 2017). Food enterprises should seek to adopt innova-
tion strategies that drive value (Matopoulos & Vlachopoulou, 2008). In order to confront stiff competi-
tion, and absorb changing customer preferences, bakeries need to concentrate in developing products 
with peculiar features that are able to withstand the pressures in the market (Jabłońska-Porzuczek & 
Smoluk-Sikorska, 2016). Understanding customer preferences and changing needs, as well as strengths 
and weaknesses of rivals should be the prime objective of bakeries that seek to increase their sales per-
formance (Sulistiyani, 2017). The objective of effective innovation practices facilitated by technology in 
bakeries should allow the consumer to comprehend the concept of innovative products (Martínez-Monzó 
et al., 2013). Effective innovative practices in bakeries should be able to institute product differentiation 
(Nwewi et al., 2017). Bakeries can attain competitiveness through taste variation (Sulistiyani, 2017). 
Food enterprises that seek to attain competitiveness need to develop products whose characteristics such 
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as taste, milky and creamy appearance, and smoothness are on the preference list of consumers (Rios et 
al., 2014). For example, customers have now shifted their interest on quality bakery products particularly 
those considering health issues and trends (Garzia, 2017). One of the innovative strategies is to develop 
products that seek to satisfy the growing needs of customers to consume products rich in nutrition value 
(Martínez-Monzó et al., 2013). For example, enterprises can develop capabilities in order to develop 
low fat products that reduce overweight or obesity (Rios et al., 2014) and take greater consideration of 
customers with special health concerns such as allergies or celiac disease (Martínez-Monzó et al., 2013). 
Apart from the customer-focused innovation, the enhanced innovation environment is also part of the 
innovation strategies in bakeries.

Enhanced Innovation Environment in Bakeries

Firms need to promote practices that influence organizational development (Stowe & Grider, 2014). 
Through function coordination, bakeries are likely to realize competitiveness (Sulistiyani, 2017). In 
that regard, employees should be given opportunities to assess their performances in order to develop 
more knowledgeable teams (White & Hall, 2013). Firms need to encourage their workforce to generate 
creative ideas in order to improve innovation and performance (Stowe & Grider, 2014). For decades, 
bakeries have been advised to train their workforce to understand the preferences of their customers, 
to be able to analyses the performance trend, and develop capabilities in coordinating operations (Dar-
ling & Davis, 1994). Today, effective innovation practices in bakeries cannot be achieved unless the 
workforce is empowered through the provision of necessary training, attractive compensation scheme, 
as well as employing skilled workforce (Nwewi et al., 2017). Firms need to foster motivation among 
leaders through enhanced working environment that is translated by positive compensation schemes and 
reduced employee turnover. Effective innovative practices foster innovative working environment (Stowe 
& Grider, 2014). For decades, bakery capabilities have been seen in exploitation of various opportunities 
from the business environment (Darling & Davis, 1994). Bakery competitiveness is also influenced by 
efforts in exploring new inspiration (Sulistiyani, 2017). In order to realize effective product development 
and innovation strategies, there should be a process that integrates ideas from all employees in order to 
combat frustration among the workforce. Firms can also facilitate the interaction of their workforce with 
external practitioners in order to stimulate fresh ideas (Stowe & Grider, 2014). The integration of ideas 
from the entire workforce should also include the front line workers. Front line employees are critical 
in influencing the performance of bakeries. Bakeries need to trust and have confidence in decisions 
made by front line employees. These bakery front line employees need to be given responsibilities that 
ultimately increase their motivation (Darling & Davis, 1994). Apart from the innovation strategies, the 
risk-taking strategies are also part of the entrepreneurial strategies in bakeries.

Entrepreneurial Strategies in Bakeries: Risk-Taking

Bakeries also face risks associated with planning and growth (Sum & Mahussin, 2017). Bakeries and all 
related enterprises need to establish their target markets before embarking on business operations in order 
to guarantee success and growth (Louw et al., 2013). Food enterprises need capabilities to forecast market 
needs as a crucial way of satisfying their customer needs (Cantaleano et al., 2018). In order to mitigate 
risks, contingency plan is essential (Ariyanti & Andika, 2016). However, bakery owners / managers are 
highly involved in the development process of strategic plans than other employees (Mithwani, 2015). On 
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the other hand, large bakeries employ production plan, and act as the basis for improving their long-term 
plan. On the contrary, small bakeries’ plans are based on experience (Van-Der-Spiegel et al., 2005). In 
this regard, bakeries need to train their staff on matters pertaining to food chain in order to increase their 
competitive advantages and performance (Marques et al., 2012). However, training on risk awareness 
and mitigation is done at a lesser extent in bakeries (Alexopoulos et al., 2009). Also, bakeries and other 
related enterprises lack the necessary knowledge and capabilities in managing key business operations 
such as cash flow management, executing effective pricing strategies, and mitigating risks (Louw et al., 
2013). These could be risks associated with demand, raw materials, and recession (Ariyanti & Andika, 
2016). Bakeries do as well meet a variety of risks related to ergonomics, hygiene, machinery, and logis-
tics (Alexopoulos et al., 2009). Bakeries also face financial, operational, and strategic risks. They also 
face risks associated with planning, sustainability and the workforce (Sum & Mahussin, 2017). There 
are also work-related risks in bakeries which are mainly influenced by managing big load, temperatures, 
noise, stress, and highly demanding and time consuming tasks (Alexopoulos et al., 2009). These risks 
negatively affect cost management especially the rising costs of raw materials, logistics, and costs related 
to machinery. Also, risks in bakeries negatively affect production output level, and revenues (Sum & 
Mahussin, 2017). However, a lot of challenges facing bakeries such as poor sales revenues, profitabil-
ity, and productivity are to a great extent happening in bakeries with a single owner and family-owned 
bakeries as well (Náglová & Horáková, 2017). In most cases, this type of ownership is likely to happen 
in small bakeries with a small workforce size. That is why planning in bakeries with many employees is 
much effective and efficient than bakeries with small size of workforce (Van-Der-Spiegel et al., 2005). 
Therefore, governance and its effective structures are crucial in the management and performance of 
Small and Medium-sized Enterprises (SME).

Innovation and Small and Medium-Sized Enterprises (SME) Performance

The relationship between innovation and business performance of Small and Medium-sized Enterprises 
(SME) has been an area of great concern in Small and Medium-sized Enterprises (SME) research. Most 
of these studies such as Olughor (2015); Zwingina & Opusunju (2017); van-Auken et al. (2008); Rosli & 
Sidek (2013); and Mbizi et al., (2013) find how innovation influences Small and Medium-sized Enter-
prises (SME) performance. Innovation has been classified in terms of product, process, organizational, 
administrative, managerial and system, marketing innovation (van-Auken et al., 2008; Rosli & Sidek, 
2013; Zwingina & Opusunju, 2017) while Small and Medium-sized Enterprises (SME) performance 
measures have been defined in terms of sales level (Zwingina & Opusunju, 2017), financial, production, 
and market indicators. Control variables such as size and age have been a preference in innovation-Small 
and Medium-sized Enterprises (SME) performance studies in which both size of the firm and its age 
are measured as the logarithm of number of employees and years of operation respectively (van-Auken 
et al., 2008). It is also believed that the findings of the studies may also be affected by the environment 
in which they were carried out such as Nigeria (Zwingina & Opusunju, 2017), Zimbabwe (Mbizi et al., 
2013), Spain (van-Auken et al., 2008), and Malaysia to mention a few (Rosli & Sidek, 2013). Differ-
ences can also emerge due to the type of industry or sector such as manufacturing (van-Auken et al., 
2008), textiles, clothing, wood, and beverage (Rosli & Sidek, 2013) in which Small and Medium-sized 
Enterprises (SME) under study operate in.

Most of the innovation-Small and Medium-sized Enterprises (SME) performance studies use a survey 
design methodology (Mbizi et al., 2013; Zwingina & Opusunju, 2017; Rosli & Sidek, 2013; van-Auken 
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et al., 2008). However, sampling strategies differ. For example, random selection and stratification have 
been adopted by Mbizi et al., (2013), and van-Auken et al., (2008). The sample size of 30 Small and 
Medium-sized Enterprises (SME) (Mbizi et al., 2013), 9,337 firms (but only 1,091 responded) (van-
Auken et al., 2008), 348 Small and Medium-sized Enterprises (SME) owners (Zwingina & Opusunju, 
2017), and 284 Small and Medium-sized Enterprises (SME) (Rosli & Sidek, 2013). The Yamane’s 
(1967) formula to determine the sample size when the population is known has been used by Zwingina & 
Opusunju (2017) who also use a 5 year period to measure the relationship between innovation and Small 
and Medium-sized Enterprises (SME) performance. Although both interviews and questionnaires can be 
used to collect information from Small and Medium-sized Enterprises (SME) (Mbizi et al., 2013), most 
studies collect data using questionnaires (Zwingina & Opusunju, 2017; van-Auken et al., 2008; Rosli & 
Sidek, 2013) particularly from the top officials (Zwingina & Opusunju, 2017; van-Auken et al., 2008). 
The relationship between innovation and Small and Medium-sized Enterprises (SME) performance can 
be developed by the aid of hierarchical regression analysis (Rosli & Sidek, 2013); although a multiple 
regression analysis has also become a top priority (Olughor, 2015; Zwingina & Opusunju, 2017; van-
Auken et al., 2008). A factor analysis has also been used to show how the indicators can be summarized 
by a single factor (van-Auken et al., 2008) whereby Cronbach’s Alpha has become a preferred tool in 
testing reliability (Olughor, 2015; van-Auken et al., 2008; Rosli & Sidek, 2013).

Research shows that innovation influences Small and Medium-sized Enterprises (SME) performance 
(Zwingina & Opusunju, 2017; van-Auken et al., 2008), competitiveness and sustainability (Mbizi et al., 
2013; van-Auken et al., 2008). This is mainly contributed to by technological innovation, market inno-
vation, product innovation, process innovation (Zwingina & Opusunju, 2017; van-Auken et al., 2008; 
Rosli & Sidek, 2013), and managerial and systems innovation (van-Auken et al., 2008). However, both 
organizational innovation and administrative innovation do not influence Small and Medium-sized 
Enterprises (SME) performance (Zwingina & Opusunju, 2017). This study seeks to link innovation 
strategies: enhanced innovation process, customer-focused innovation, and enhanced innovation envi-
ronment, with Small and Medium-sized Enterprises (SME) performance: production / output level, and 
sales level. These links are moderated by human resource competency, and Small and Medium-sized 
Enterprises (SME) size respectively.

Methodology

This study adopted a quantitative approach. The study took place in the United Republic of Tanzania. 
The United Republic of Tanzania is made up of Mainland Tanzania, and Zanzibar. However, the study 
was based in Mainland Tanzania. This is the largest part of Tanzania with 26 geographical regions while 
Zanzibar comprises of only 5 regions. The study population was 359 bakeries. These bakeries are regis-
tered within the Tanzania Food and Drugs Authority (TFDA) in Mainland Tanzania. The sample size is 
estimated based on Krejcie & Morgan’s (1970) Table for sample size determination. With a population of 
359 bakeries, the sample size becomes 186 registered bakeries. The study employed probability sampling. 
A multi-stage sampling technique was applied. This technique “entails two or more stages of random 
sampling based on the hierarchical structure of natural clusters within the population” (Sedgwick, 2015). 
It is useful when the population is geographically diverse (Sedgwick, 2015). The intention of applying a 
multi-stage sampling technique was to accommodate all zones of the study area in sampling and make 
sure each zone was fairly represented. Firstly, all the 26 regions of Mainland Tanzania were stratified 
into 7 geographical zones based on Tanzania Food and Drugs Authority (TFDA)’s zone classification. 

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



227

Enhanced Innovation Process as a Key Driver of Bakery Performance
 

Secondly, the study applied the Probability Proportional to Size (PPS) to decide on the number of bak-
eries incorporated in the sample from each zone. Lastly, respondents (bakeries from each zone) were 
identified by adopting a simple random sampling technique. Data were collected using questionnaires 
that were distributed in person to Small and Medium-sized Enterprises (SME) bakery owners / managers. 
The questionnaire was designed using a 7-Point LIKERT scale. Each bakery filled in one questionnaire. 
A total of 161 completed questionnaires were returned. The Principal Component Analysis (PCA) and 
the Moderator Analysis were used in the analysis. Principal Component Analysis (PCA) was adopted 
for variable reduction (Karamizadeh et al., 2013). The Cronbach Alpha was used to test Reliability. The 
Cronbach Alpha score were excellent and were as follows: for Enhanced Innovation Process was 88.6%, 
Customer-Focused Innovation 86.5% and Enhanced Innovation Environment was 80.9%.

SOLUTIONS AND RECOMMENDATIONS

It has been revealed that the workforce’s professional behavior, the acquired competency through training, 
and the rewarding systems moderate the relationship between enhanced innovation process and output 
level in Small and Medium-sized Enterprises (SME) bakeries. The positive linear relationship between 
enhanced innovation process and output level in bakeries with advanced human resource competency 
suggests that Small and Medium-sized Enterprises (SME) need to frequently train their employees and 
develop relevant and attractive packages that will eventually motivate their employees to effectively 
facilitate the innovation processes and increase their production. This is because; employee training and 
reward have a significant influence on innovation. On the other hand, it has been revealed that the size of 
the bakery moderates the relationship between enhanced innovation process and sales level. The positive 
linear relationship between enhanced innovation process and sales level in bakeries with an advanced 
size suggests that Small and Medium-sized Enterprises (SME) with a considerable number of employees 
should develop mechanisms that will involve all their employees in the innovation processes so that to 
blend their vast innovation knowledge and experience and apply them in fuelling sales performance. 
Similar mechanisms should also be applied in Small and Medium-sized Enterprises (SME) with basic 
size. This is due to the fact that in competitive business environment, collective knowledge needs to be 
applied in business operations in order to create economic benefits (Akram et al., 2011).

Since enhanced innovation process is linked to idea generation particularly from employees, bakery 
owners / managers need to embrace working environment that stimulate idea generation. They should 
avoid being the sole idea generators in their bakeries in order to pave way for an innovation process that 
is internalized by their employees. They need as well to incorporate the ideas generated by employees 
in enhancing an innovation process so that they can continue enjoying repetitive idea generation from 
their employees. These employees are the ones who manage all the business operations in their bakeries. 
In this regard, their useful ideas need to be incorporated in respective innovation processes in order to 
guarantee long lasting competitive advantages in Small and Medium-sized Enterprises (SME) bakeries. 
Small and Medium-sized Enterprises (SME) owners / managers may also develop a rewarding policy for 
all useful ideas that contribute significantly to the bakery performance. There is evidence in which firms 
that fail to integrate their human resource policies with innovation practices barricade idea generation 
and implementation (Searle & Ball, 2003).

In order to enhance their innovation processes through analyzing reasons for any improvement made to 
their products, Small and Medium-sized Enterprises (SME) need both competent staff and capabilities in 
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managing marketing intelligence. Bakeries need to employ their efforts in offering necessary and frequent 
training to their staff, and manage the recruitment and selection process in order to acquire employees 
who are able to gather, and analyses relevant reasons for product improvement. The government needs 
to provide marketing assistance to Small and Medium-sized Enterprises (SME) (Osei et al., 2016) and 
design and implement mechanisms that allow Small and Medium-sized Enterprises (SME) too easily 
and freely access important marketing information in order to spend less in marketing intelligence. This 
is because; the success of such analysis depends on the quality of the information gathered and utilized. 
Due to their size, and financial constraints, Small and Medium-sized Enterprises (SME) bakeries in 
Tanzania need to adopt affordable and effective training programs that will enable their employees to 
foster enhanced innovation processes that improve bakery products. The owners / managers need to 
priorities training and other techniques geared towards influencing the competency of bakery workforce 
during the development of Small and Medium-sized Enterprises (SME) budget. They should not perceive 
training as wastage of financial resources. Instead, training should be considered as a strategic driver of 
results and bakery performance in terms of both increased output, and sales levels. It is argued that the 
success of innovation execution is linked to the competency of the manager (Szczepańska-Woszczyna 
& Dacko-Pikiewicz, 2014). Institutions that promote entrepreneurship should employ their efforts in 
designing and sponsoring training programs to Small and Medium-sized Enterprises (SME) in order 
to enable them enhance innovation process in improving their products. Similar support should also 
come from study policy development entities including the government since the increase in production 
of bakery products, and sales benefits her in terms of tax revenue and eventually improves the living 
standard of her own people.

It has been concluded that testing the performance of any improvement made to bakery products 
before they are delivered in the market is an essential component in an enhanced innovation process. 
This study urges bakery owners / managers to design and implement an effective testing mechanism 
that is able to foresee the performance of improved bakery products in the markets. An effective testing 
mechanism needs to be linked with bakery marketing intelligence so that improvements made are the ones 
reflecting the needs and preferences of the market. This will help the bakery to control risks associated 
with product failure. Risk is an essential factor in the examination of an innovation (Townsend, 2010). 
Small and Medium-sized Enterprises (SME) bakeries need not to be discouraged with costs related with 
testing the performance of improved products. They can outweigh such costs by implementing simple 
testing initiatives such as offering free bakery products with their respective prices to friends, family 
members, bakery employees, and a few selected customers so that they can receive feedback that is use-
ful in making informed decisions.

The study tells that an enhanced innovation process is enriched by the frequent evaluation of the 
performance of improved bakery products. In order to outweigh costs related to evaluation process for 
improved bakery products, both performance indicators and evaluation criteria need to be well defined. 
The process should also be simple. In this regard, owners / managers need to train their employees so 
that they can efficiently manage the evaluation process. The training will also provide them with capa-
bilities to integrate marketing intelligence with an evaluation process. They are also likely to design a 
simple evaluation process that is cost effective. That is why; research tells that Small and Medium-sized 
Enterprises (SME) owners / managers have the responsibility of assessing their innovation capability 
before measuring their innovation performance (Saunila, 2017). Nevertheless, this study urges research 
and academic institutions that are involved in entrepreneurship, and the food sector to design evaluation 
processes that are simple and can be managed by Small and Medium-sized Enterprises (SME) particularly 
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Small and Medium-sized Enterprises (SME) bakeries in a developing economy such as Tanzania. They 
can also offer necessary training to bakery employees on how to manage their marketing intelligence 
and link them with their respective evaluation processes. Apart from the recommendations based on 
the managerial, and policy implications regarding the contribution of enhanced innovation process on 
bakery performance, the recommendations are also made regarding the contribution of customer-focused 
innovation.

The results of the study were very interesting. The relationship between enhanced innovation process 
and output level in Small and Medium-sized Enterprises (SME) has been realized. The workforce’s 
professional behavior, the acquired competency through training and the rewarding systems moderate 
the relationship between enhanced innovation process and output level in Small and Medium-sized En-
terprises (SME) bakeries. There is a positive linear relationship between enhanced innovation process 
and output level in bakeries with advanced human resource competency but a negative linear relation-
ship in bakeries with low human resource competency. It can be concluded that the professional training 
and great reward given to employees is a major driver of enhanced innovation processes that ultimately 
influences greater output. On the other hand, the size of the bakery moderates the relationship between 
enhanced innovation process and sales level. There is a positive linear relationship between enhanced 
innovation process and sales level in bakeries with an advanced size but a negative linear relationship 
in bakeries with a basic size. It can be concluded that inasmuch as the number of employee increases 
in Small and Medium-sized Enterprises (SME), the higher chances of acquiring innovation knowledge 
and experiences increases. However, it should be noted that depending on the firm’s size, there are dif-
ferent knowledge management techniques that can be adopted. For example, Kruger & Johnson (2013) 
suggest that small entities mainly adopt a personal approach in knowledge sharing, whilst large entities 
heavily rely on technology.

Idea generation is an important ingredient in innovation process (Dorow et al., 2015). The study 
confirms that employees who are frequently encouraged to generate ideas play a vital role in enhancing 
innovation process and ultimately enable their Small and Medium-sized Enterprises (SME) bakeries 
to increase their competitiveness. Nevertheless, the favorable working environment in bakeries greatly 
stimulates idea generation. This is because; such an environment persuades employees by making them 
feel that they ‘own’ both the innovation processes and their respective bakeries and are also responsible 
for any business outcome.

Also, this study confirms that an innovation process is enhanced by the bakery’s commitment to ana-
lyzing the reasons for any improvement of its products. This commitment will have a greater impact to its 
competitive advantage. Research tells that such competitive advantage is driven by innovation practices 
and ultimately the firm’s economic success is achieved (Urbancová, 2013). In that regard, bakeries are 
responsible for enhancing their innovation processes through gathering key marketing information that 
in turn, when analyzed by competent staff, can increase bakery performance in terms of sales and output 
levels. In this regard, costs related to marketing intelligence, and those related to acquiring well trained 
and experienced staff are inevitable and can be easily outweighed in the long run.

The enhanced innovation process in bakeries is characterized by the need for employees to have 
knowledge and technical know-how in improving bakery products. These capabilities affect the output and 
sales levels in bakeries. In order to behave professionally, employees need training. The costs associated 
with training should not discourage bakeries from conducting one. Instead, low cost training models need 
to be adopted in order to influence employee competency. Additionally, such costs are in the long run 
offset by the benefits of training in improving business performance. This is because; employee training 
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drives employee satisfaction in Small and Medium-sized Enterprises (SME) (Lyons & Mattare, 2011). 
Satisfied employees are likely to influence Small and Medium-sized Enterprises (SME) performance.

The study has also confirmed that testing the performance of any improvement made to bakery prod-
ucts is one of the key components defining an enhanced innovation process in Small and Medium-sized 
Enterprises (SME) bakeries. The testing process needs to be linked with other factors that contribute 
significantly to bakery performance. These include marketing factors from both internal and external 
environment so that improved product characteristics such as color, texture, ingredients, packaging, taste, 
appearance, and perishability reflect the level of competition, delivery systems, technology, marketing 
strategies, and characteristics of key business stakeholders such as customers.

Also, as it has been seen earlier, evaluating the performance of product is one of the components 
defining an enhanced innovation process that can contribute significantly to the Small and Medium-sized 
Enterprises (SME) performance in terms of increased output and sales levels. However, an evaluation 
process needs to be simple, and that which is able to define both performance indicators and evaluation 
criteria for improved bakery products. Given this scenario, effective evaluation should be integrated 
with marketing intelligence of bakeries. Nevertheless, it needs the commitment and involvement of the 
firm’s top leadership (Boer & During, 2001).

FUTURE RESEARCH DIRECTIONS

The focus of the study was on the organizational practices, operations, and initiatives. In this regard, the 
study got information from the bakery owners / managers since they are the heads, and chief spokesper-
sons of their organizations. However, employees participate fully in designing and implementing their 
bakeries’ business strategies. Therefore, they have a lot of information that would provide a broad picture 
in regard to practices, operations, and initiatives within the bakeries and in the market. Although, there 
were a few cases in which the owners / managers involved employees to discuss and uniformly provide 
answers to the questionnaire, and the survey; to a great extent, everything was left in the hands of the 
owners / managers who might not be able to provide specific and detailed information at all times.

The study recommends that entrepreneurial-Small and Medium-sized Enterprises (SME) performance 
studies can be conducted in other sectors other than bakeries and in other developing economies other 
than Tanzania in order to widen up the understanding of the framework. These studies can involve the 
participation of other stakeholders such as customers, employees, suppliers, competitors, and the regula-
tory bodies. The studies can also seek to provide insights on the challenges facing the development and 
implementation of entrepreneurial strategies in Small and Medium-sized Enterprises (SME) across sec-
tors and in different economies. Nevertheless, a study can be done to compare the frameworks between 
developing and developed economies.

CONCLUSION

SME’s are major drivers of economic growth and will remain so in years to come. Bakeries in the food 
sector are crucial in stimulating economic growth through job creation and elevation of a country’s’ 
poverty. In order to improve bakeries performance, innovation is crucial. Since innovation can have a 
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positive effect on driving performance, Small and Medium-sized Enterprises (SME) owners have a duty 
and responsibility to incorporate innovation in all aspects of their business operations where possible.
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KEY TERMS AND DEFINITIONS

Bakery: A confectionery/bake shop/pastry shop/patisserie.
Innovation: A new product/idea/method.
Key Driver: It is somewhat that has a great effect on whether the business does well or not.
Performance: The process or action of performing a function or task.
Small and Medium-Sized Enterprises (SME): These are operational Small and Medium Enterprises.
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ABSTRACT

The chapter established the effects of Nigerian market environment on SMEs performance. An empiri-
cal study was conducted with survey research design of 21,444 firms and a sample size of 1,102 was 
arrived at scientifically. Probability sampling methods were employed. An adapted validated question-
naire, and a 0.82-0.96 reliability coefficients range was used. Inferential statistics were used to analyse 
the data using SPSS software version 22.0. The findings reveal that Nigerian market environment had 
significant negative effects on the SME performance. The different components of the Nigerian market 
environment have different effects on the SME performance. The results imply that the environmental 
turbulence could be responsible for the high failure rate of SMEs in Nigeria. The study contributes to 
the body of knowledge on environmental and performance management by noting the criticality of the 
industry market environment in facilitating organizational performance.

1. INTRODUCTION

Small and Medium-sized Enterprises (SMEs) are a crucial driver that drives a country’s GDP and GNP. 
They create jobs and reduce poverty within a country. Governments are now seeing the value in sup-
porting SMEs. However, SMEs’ main goal is to maintain its’ sustainability within a volatile business 
environment. This research study evaluated business values and other factors that are instrumental in 
facilitating Nigerian SMEs performance. SMEs in the South West, Nigeria which is the region that has 
the highest number of functional SMEs in Nigeria (Smedan, 2016). To be sustainable, SMEs performance 
needs to be consistently maintained. Key drivers of performance amongst SMEs vary. Some important 
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drivers of performance are quality of goods/services sold, the competitive performance of the business 
against other firms in the same industry, firms resource capabilities and constraints and the ability of 
SMEs to adopt innovation into their business operations.

2. BACKGROUND

The study of the drivers of performance is important in facilitating the growth of firms. Different re-
searchers have researched different aspects of the Nigerian environment and its impact on SMEs per-
formance. For example, Eze & Ogiji (2013) assessed the impact of fiscal policy on the manufacturing 
output of Nigerian firms. Adelegan (2011) examined the effects of infrastructural development on the 
performance of Nigerian firms. Gado & Nmadu (2011) evaluated the infrastructural resource impact on 
textile companies’ performance. Few researchers have specifically studied the totality of the Nigerian 
market environment impacts on SMEs’ performance.

Recent events revealed that the World Bank’s ease of ‘doing business report’ of 2016 ranked Nigeria 
169 out of 189 countries, though this position is the same as the previous year, yet it was regarded as 
a positive development because the nation’s ranking has been on the decrease in the last 8 years. The 
major indicators of ease of doing business are; starting a business, dealing with construction permits, 
registering property, getting credit, protecting investors, paying taxes, trading across borders, enforcing 
contracts, resolving insolvency, and getting electricity. Specifically, the nation ranked 138th on starting 
a business, 174th on getting a construction permit, 182nd on registering property, 44th on getting credit, 
32nd on protecting minority investors, 182nd on paying taxes, 181ston trading across borders, 138th on en-
forcing contracts, 140th on resoling insolvency and 180th on getting electricity. However, the 2019 ranking 
revealed a position of 146 in the country’s ranking of ease of doing business, the rank deteriorated to 
146 in 2018 from 145 in 2017, though business confidence increased from 22.10 INDEX points to 28.20 
points (World Bank Report, 2019).

3. MAIN FOCUS OF THE CHAPTER

3.1 Issues, Controversies, and Problem

There is no consensus on how the different aspects of the business environment impinge on the per-
formance of firms (Enu & Havi, 2014; Muogbo & Enemuo-Uzoezie, 2019). Hence, it is important to 
establish how the Nigerian market environment drives SMEs performance. A report of eighty-five per 
cent failure rate of SMEs before their 5th anniversary, adduced to lack of knowledge of the market envi-
ronment has been corroborated with the recent closure of 216 manufacturing companies identified by 
the Manufacturing Association of Nigerian (SMEDAN, 2012; Manufacturing Association of Nigerian, 
2016). It is therefore important to establish the components of the Nigerian market environment that 
affect the performance of SMEs.

Different researchers have researched different aspects of the Nigerian environment and its’ impact 
on SMEs performance. For example, Eze & Ogiji (2013) in assessing part of the macro-environment; 
evaluated the impact of fiscal policy on the manufacturing output of Nigerian firms. Igwe et al. (2018) 
assessed the factors affecting the investment climate, SMEs productivity and entrepreneurship in Nigeria 
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and noted the criticality of the macro and industry environment on the business. Their result was cor-
roborated by Asikhia et al. (2020) that collateral requirement and loan administration have a positive 
and significant effect on revenue growth of small and medium enterprises in Southwest, Nigeria. Jayeola 
et al. (2018) also showed that the macro environment of business affected the performance of micro 
and small enterprises in Ondo state, Nigeria. Del-Pilar et al. (2019) noted that inadequate government 
programs’ information is deemed the most crucial for stakeholders to tackle as it impacts the premature 
closure of businesses significantly. Similarly, Boso et al.(2019) established that the internationalization 
of African firms is first affected by the environment of businesses in Africa. Few researchers have spe-
cifically studied the Nigerian market environment that impacts SMEs performance.

3.2 Theoretical Foundation

The study is anchored on the Dynamic Capabilities Theory. The theory tried to address one of the major 
shortcomings of RBV which is the assumptions that the firm resources are static. Dynamic Capability 
Theory advanced that the firm’s ability to integrate, build and reconfigure internal and external capabili-
ties to address rapidly changing environments. It thus advanced that firm’s resource mix can be adjusted 
to maintain the sustainability of the firm’s competitive advantage, which can easily be eroded.

The major assumptions are; firstly, that ability of firms to successfully respond to environmental 
changes is premised on timely response and market positioning to market dynamics. Secondly, the 
theory views competition in the light of Schumpeterian context when firms strive to create new resource 
combinations to march up with competitors, and competitors are also striving to improve on their com-
petences. Thirdly, Teece & Pisano (1994) and Teece, et al. (1997) advanced that dynamic capabilities 
consist of certain factors that determine a firm’s distinctive competences. Such factors include processes 
(how things are done) positions (organizations’ current portfolio assets) and paths (strategic alternatives 
available to firms and attractiveness of the opportunities that lie ahead). These are the core model of 
dynamic capabilities.

However, the critics of the theory deduced that the theory lacks a clear theoretical foundation and 
clarity of basic definitional approach (Arend & Bromiley, 2009; Di-Stefano et al., 2010). Zahra et al. 
(2006) opined that the confusion of Dynamic Capability theory stemmed from whether dynamic ca-
pabilities refer to substantive capabilities in volatile environments or the organization’s ability to alter 
existing substantive capabilities, regardless of the volatility. Davis (2004) criticized it for its lack of 
explicit measures and lack of evidence of contribution to differences in performance at the firm level 
because most papers focused on conceptual clarifications rather than evidential empirical data. Collins 
(1994) agrees that dynamic capabilities could be valuable but doubts its ability to sustain a competitive 
advantage. He argued that capabilities are vulnerable to being superseded by higher-order capabilities. 
The capability to innovate would thus be superseded by the capability that develops the capability to 
innovate, and so on, which leads to an infinite regress.

One of the indisputable facts is the focus of the theory on market dynamism; the Resource-Based 
View addresses the internal resource efficiency and effectiveness. The Dynamic Capability Theory sup-
plied the reason why enterprises can achieve competitive advantage in dynamic markets (Ferdinand et 
al., 2004; Poulis et al., 2013). It is evident from the above that Dynamic Capability Theory provides an 
integrated framework revealing conceptual and empirical knowledge on competitive advantage. It results 
in the creation of resources that allows the firm to achieve a competitive advantage. Noteworthy is the fact 
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that ordinary capabilities make organizations operate effectively and efficiently in their chosen lines of 
business while dynamic capabilities upgrade the ordinary capabilities to create new ones (Winter, 2003).

3.3 Literature Review and Hypothesis Development

3.3.1 Market Environment

The market environment is an aggregate of all conditions, events, circumstances, and influences that 
surround and affect the business organization from delivering on its promises to the customers. Business 
organizations like SMEs must interact with these conditions or forces which may be opportunistic or a 
threat to achieving a competitive advantage and hence make a profit (Fernando, 2011).

Researchers are divided on the classification of the factors that make up the environment. These 
factors are divided into internal, industry and external environments. The internal environment is the 
immediate environment of the business comprising; the vision, mission, resources, customers, suppliers, 
competitors and employees of the business. Muogbo & Enemuo-Uzoezie (2019) called the environment 
comprising the customers, suppliers, competitors and employees the task or microenvironment. How-
ever, Porter (1985) separated the set of factors that directly influence a firm and its’ competitive actions 
and responses as the industry environment, that is, the interactions with the competitors, customers and 
suppliers. While the vision, mission, objectives, resources; capabilities and core competencies are seen 
as firm level-specific factors or environment. The last category is the external environment; researchers 
agreed that it comprised the factors that are beyond the control of the firm, like; economic, political, 
legal, socio-cultural and technological (Asikhia, 2016; Ekakitie-Emonena 2019; Tahir &Inuwa 2019). 
Other factors, on which the researchers differ, are demographic and physical environment.

Atsegbua (2002) sees the business environment from the point of view of symbiosis. He describes it 
as the system of abiotic and biotic which the firm interacts with as it adapts and transforms it to satisfy 
the needs of the customers. Ibidunni & Ogundele (2013) see the market environment as being dynamic, 
with a tendency to be stable or unstable depending on the degree of changes that are occurring per time. 
Schoemaker et al. (2018) described the environment in which businesses operate as VUCA that is, 
Volatile, Uncertain, Complex, and Ambiguous. They further said that it will be difficult for businesses 
that got attached to a traditional way of doing things to succeed.

Adeola (2016), Chidermbaran & Alagappon (2017) identified the features of business/market en-
vironment as the total of all factors external to the firm which affects its functions, it is dynamic and 
unpredictable. However, it is important to the business because it determines the degree of opportunity 
and threats, hence an impetus for growth and continuous learning by alerting the firm on its weaknesses 
and strengths. So, how well the internal environment is manipulated to contain the variations in the ex-
ternal environment determines the level of performance (Oginni &Adesanya 2013). In sustaining this 
view, Thanos et al. (2017) found that the hostility of the international environment reduces the effects 
of international entrepreneurial orientation on performance.

Some researchers have noted that the market environments of the developing countries are much dif-
ferent from the developed countries where the environmental variables are less unpredictable (Planing, 
2017; Wang & Rafig, 2014). As earlier enunciated, the emerging market environments are very dynamic 
with a high level of uncertainty characterized by information deficit necessary to identify and evaluate the 
causes of the factors and the interaction between these factors. The concomitant changes necessitated that 
this dynamism is often non-linear and discontinuous which often translated to opportunities or threat to 
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the organization (Schilke 2014). Planing (2017) though affirmed that the business environment provided 
the incentive for growth of firms, they however established that the business environment is characterized 
with low appropriability, high cost of capital with scarce human capital. Aligning with this position, Dinh 
(2011) and Lee (2014) agreed that the market environment of the developing countries is harsh and that 
it has had negative effects on SMEs’ performance which include contraction of opportunities (Planing, 
2017) as well as general entrepreneurial development (Ayegba & Omale, 2016). Wang & Rafig (2014) 
pointed out that emerging markets like Turkey, Nigeria, Ghana, and so on are often characterized with 
turbulence due to inconsistent policies, weak macroeconomic framework, deficient infrastructural sup-
port, and these gave room to rapid and discontinuous changes and hence the need for organizations in 
such environments to have resources and capabilities fitted to arrest these changes.

Aside, the macro-environmental factors, there are the Industry and environmental firms specific fac-
tors, that relate directly to the industry and the firm; Zhu, et al. (2018) insist that there is a firm-specific 
environment, in that some environment may be created for creativity and innovation while others may 
be created for some other purposes. They assert that a collaborative team environment or climate relate 
well with creativity and operate through intrinsic motivation while a competitive team climate relates 
positively with extrinsic motivation but did not directly relate to creativity. And that extrinsic motiva-
tion has a strong relationship with creativity when intrinsic motivation is low. All environment created 
is tailored towards driving performance.

3.3.2 SMEs’ Performance

Al-Asheq & MdUzzal (2019) believe that firm performance is how an organization reacts, understands, 
and influences the environment. It reflects the health status of the SMEs over a dedicated period and 
in the light of the degree of uncertainty and dynamism of the environment in which the SMEs operate, 
continuous improvement of their performance is critical.

Firm performance is often measured by several indices (Aladejebi & Oladimeji, 2019). Performance 
often ensures organizational survival and growth (Laosebikan et al., 2013). How well an organization 
is performing tells of its seriousness to remain a going concern. Cicea, et al. (2019) assessed enterprise 
performance using both hard quantitative financial measures and soft qualitative measures. The for-
mer concerns cost elements and try to quantify performance solely in financial terms. However, many 
improvements particularly processes may be hard to measure directly in monetary value (Mafundu & 
Mafini, 2019). The three most common financial measures include profit margin or return on sales and 
this determines the enterprise’s ability to withstand competition, adverse rising costs, falling prices and 
future declining sales; return on assets that determine the ability to utilize assets and return on equity 
which is the payment of dividends or shares bonus to the shareholders. Non-financial issues such as 
customer and employee satisfaction are by hard measurement practice. For large enterprises, profitability 
is a favorite financial tool for measuring enterprise performance.

Some researchers noted that a high percentage of SMEs adopts non-financial internal standards, 
ranging in descending order of importance from a quality, competitive performance, resource utilization, 
flexibility, and innovation (Sadiku-Dushia et al., 2019; Tahir &Inuwa, 2019; Al-Asheq & MdUzzal, 2019)
And in assessing factors that can affect performance apart from environmental factors, Thibault et al. 
(2002) identified organizational experience, business strategies and entrepreneurial goals. The relevance 
of performance was highlighted by Baumann et al. (2018); they advised that managers need to make high 
performing contribution of independent choices, that is; identifying the peak in a performance landscape 
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brought about by different components of environments and management factors in a different context. 
Asikhia & Naidoo (2020a) identified a significant difference in the evaluations of management success 
determinants to performance, thus noting the importance of performance in assessing the workability 
of the management success determinants or factors.

3.3.3 Market Environment and SMEs’ Performance

The relationship between SMEs and the environment is seen as being mutual, the market environment 
exerts pressure on the SMEs and the SMEs in turn influence the environment through its output and 
operations (Adeola, 2016). Akinbogun (2008) asserts that the Nigerian SMEs in the manufacturing sector 
has been performing below expectations because of the unfavorable external environment dominant by 
the economic factors. Also, Awino (2011) affirmed that environmental factors of business affect both the 
strategy formulation and implementation while Machuki & Aosa (2011) established that only some parts 
of the business that are contingent on the operations of the business affects the performance. Khoury 
& Prasad (2015) posited that forces in the market environment of business-like geopolitical systems 
constitute hindrance that could affect the ability of the firms to mobilize resources and access relevant 
market opportunities that could create competitive advantage. Asikhia & Naidoo (2020b) affirmed that 
Nigerian SMEs’ decisions under intense environmental turbulence are mostly ineffective, and the effects 
of management success determinants in facilitating performance were also drastically reduced as well 
as firms’ system flexibility.

Menguc et al. (2010) investigated the interactive effects between internal and external factors of the 
environment on strategy and discovered that these factors moderated the intensity of entrepreneurial 
orientation on proactive environmental strategy. Hence, Ibidunni & Ogundele (2013) explained that the 
understanding and effective comprehension of the market environment would help in the positioning 
of the firm. Juma & Sequeria (2017) confirmed this when they established that the way entrepreneurs 
experience their contextual environment affect the environment’s effects on SMEs’ performance, that 
is, the knowledge of the entrepreneurs concerning the interactions of the factors of their environment 
moderate the kind of effects the environment will have on their performance.

However, Leick (2016) suggested that institutional entrepreneurship could help to introduce new 
patterns of behavior that would arrest the uncertainties associated with market changes prevalent in the 
environment of SMEs’ operations.

Hence from the foregoing; the major gap identified from the studies reviewed is the scarcity of studies 
on the Nigerian market environment bearing in mind the peculiarity of the environment and particularly 
the market variables in terms of industry specifics and environmentally firm-level skills required. We 
thus hypothesize that:

H1: Macro environmental factors will have a significant effect on SMEs Performance
H2: Industry Market-specific factors will have a significant effect on SMEs Performance
H3: Environmental firm-specific factors will have a significant effect on SMEs Performance
H4: Nigerian Market Environment will have a significant effect on SMEs Performance

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use



245

Business Environment as Key Driver of SME Performance
 

3.3.4 Conceptual Model

The conceptual model was developed based on the review of the literature to reflect the effects of the 
Nigerian market environment and its sub-variables on SMEs performance.

The model shows how the Nigerian market environment sub-variables relate to SMEs performance. 
The first hypothesis H1 measures the effect of Macro-environmental factors on the performance of SMEs 
in Nigeria; H2 measures the effect of the Industry market-specific factors on the SMEs performance while 
H3 measures the Environmental firm-specific market factors on the performance of the SMEs. The last 
Hypothesis; H4 depicts the combined effects of the Nigerian market environment on SMEs performance.

4. METHODOLOGY

The methodology expands on the research design, method of data collection, and description of the 
research instrument used in the study and data analysis.

4.1 Research Design

A survey research design was adopted to elicit reliable information and generate numeric data on the 
variables of the study as used by Asikhia (2016), Aragon-Sanchez & Sanchez-Marin (2005) and Gadenne 
(1998). This method was adopted because it is capable of producing data based on real-world observa-
tions apart from its breadth of coverage and ability to produce a representative sample whose responses 
can be generalized to the whole population. The population of the study comprised the Chief executive 
officers (CEOs) of the registered small and medium scale businesses with a maximum asset base of 

Figure 1. Conceptual Framework
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N200million, excluding land and working capital, and 10 to 300 employees in the selected Nigerian 
market of Lagos, Ogun, and Oyo states; these were states with the highest number of functional SMEs 
in Nigeria whose number stood at 21,444 as at February 2017 (CAC, 2017). The sampling frame was 
drawn from the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) that has 
a comprehensive list of the registered SMEs with the Corporate Affairs Commission in Nigeria (CAC, 
2017; SMEDAN, 2017).

4.2 Sample Size Determination and Sampling Method

The sample size was calculated using Krejcie & Morgan (1970)’s table. The sample size of 760 was got-
ten at a 3.5 margin of error and 95% confidence level, however, 45% of it was added to make room for 
non-response rate typical of the SMEs researches in Nigeria (Eniola & Ektebang 2014; Muritala et al., 
2012; Olughor, 2015) and we arrived at 1102. This sample size was adequate because it was determined 
at 3.5% margin error and 95% confidence level. Probability sampling methods of stratified, proportionate, 
and random sampling were employed for this study. Firstly, the stratified sampling method was used to 
divide the population into different strata by states and Industries. Secondly, the proportionate sampling 
method was used to know the number of SMEs to be contained in each stratum in the proportion of what 
is present in the population. Finally, the sample size was selected through random sampling from each 
stratum in the proportion of what was present in the population, These probability sampling methods 
have the advantage of reducing bias due to selection because every member of the population had equal 
chances of being selected (Cooper & Schinder, 2006; Kothari, 2004), all population and corresponding 
sample size by states are noted in Table 1.

4.3 Data Collection Methods

Responses were collected through a questionnaire with a predetermined set of questions. The question-
naire was self-administered. The method reduced costs, increased timeliness and improved data quality 
(Bhattacherjee, 2012; Greener, 2008; Cooper & Schinder, 2006). The researcher was assisted by research 
fieldworkers familiar with the sample frame, and adequate training was provided to enable them to cope 
with other technical demands of the work. The average time for filling the questionnaire was between 20 
to 25minutes. The research instrument was a questionnaire consisting of 3 major sections and 18 subsec-
tions. The 3 major sections are; Firstly, biographic details of the companies; secondly, Nigerian Market 

Table 1. Proportionate Sample size distribution by States

S/N STATES SMEs’ POPULATION PROPORTION SAMPLE SIZE

1. Lagos 11, 663 0.544 600

2. Ogun 1794 0.084 92

3. Oyo 7987 0.372 410

TOTAL 21, 444 1.00 1102

Source: CAC, 2017; SMEDAN, 2017.
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Environment (NME) (which comprised; Macro Environmental factors (MEF), Industry Market Specific 
Factors (IMSF), and Environmental Firm-Specific Skills (EFSS)), and finally, SMEs’ Performance.

4.4 Measurement of the Variables and Sources

All the variables were measured on a five-point scale of Likert type; this made it possible for us to 
quantify the responses, and compute for statistical analysis, as respondents easily understood them 
and it was easy to draw conclusions, reports and results from the responses. The Management success 
determinants and other variables were majorly sourced from Arasa & K’Obonyo (2012), Frank et al. 
(2017), and Tutar et al. (2015).

4.5 Pilot Study

Recent discourse on pilot study sample size showed that opinions were diverse on the appropriate sample 
size for the pilot study. Herzog (2008) cautioned that the determination of the sample size for the pilot 
study was not a simple direct issue because it should depend on the research context. Isaac & Michael 
(1995) and Hill (1998) advised that 10-30 respondents were sufficient for an average study. However, 
Julious (2005) and Van-Belle (2002) suggested 12 for medical research, while Connelly (2008) and 
Treece & Treece (1982) suggested 10% of the sample size.

However, the pilot study for this study was conducted using 20 chief executive officers of the SMEs 
who were not part of the study but are had similar characteristics as the intended participants of the study, 
as suggested by Isaac & Michael (1995) and Hill (1998). The validity and reliability of the research 
instrument were also determined.

4.6 Validity

The validity of the instrument was done through content and construct validity. To achieve content va-
lidity, the researcher made sure that the concepts and theories from which the items in the instrument 
were developed related well with the items. For construct validity, Blumberg et al. (2014) recommended 
that factor analysis could be used to determine the construct adequacy of a measuring device. Construct 
validity of the instrument was determined using exploratory factor analysis which included; principal 
component analysis, the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and Bartlett’s Test 
of Sphericity. The Kaiser-Meyer-Olkin (KMO) values indicated the proportion of variance in the vari-
ables that might be caused by underlying factors, Kaiser-Meyer-Olkin (KMO) value of greater than 0.5 
is acceptable. The Kaiser-Meyer-Olkin (KMO) values of the variables are all acceptable as seen in table 
2. Bartlett’s test of Sphericity ensures that the correlation matrix is an identity matrix, which indicated 
if the variables are unrelated and therefore unsuitable for structure detection. Table 2 also showed that 
the variables are suitable for structure detection.

4.7 Reliability

The reliability of the instrument was determined using the test-retest method in the pilot study. This was 
to test whether the developed factors measure consistently what they ought to measure. The internal 
consistency of the variables was measured, that is; the interrelatedness of one variable to the other by 
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use of the Cronbach’s alpha, which consists of the alpha coefficient that ranges from 0 to 1, the value of 
0.7 or above indicated that the items rightly measured the variable as reflected in Table 2.

4.8 Methods of Data Analysis

The quantitative method of data analysis was used. It has the advantage of providing accurate results 
about a phenomenon or a set of activities and facilitates easy hypotheses testing by ensuring easy devel-
opment of models and theories from empirical data (Bali et al., 2007). Responses were collated, coded 
and summed up for each of the variables and each of the participant. Descriptive statistical analysis of 
mean, median, and mode, degree of skewness, standard deviation, and variation was measured using 
the SPSS 22.0. The result was used to answer the research questions.

The convergent validity of the measurement model was evaluated using construct reliability and stan-
dardized factor loading of the observed variables as recommended by Kothari (2004). The fit indices for 
the final measurement model and the structural model were estimated in line with the recommended cut 
off values advised by Byme (2016): Chi-square/Degree of freedom < 3.0, Goodness of Fit Index (GFI) 
> 0.9, Root Mean Residual (RMR) > 0.08, Comparative Fit Index (CFI) > 0.9, Tucker-Lewis Index 
(TLI) > 0.90, Root Mean Square Error of Approximation(RMSEA) > 0.08.The standardized regression 
weights of the structural model were used to evaluate hypotheses 1 to 4. The significance tested at 0.01 
and 0.05 levels of significances for all other hypotheses. The path analysis of each variable was also done.

5. RESULTS OF THE STUDY

5.1 Response Rate

1102 questionnaires were administered to the owners/managers of selected small and medium scale en-
terprises in Lagos, Ogun, and Oyo states of South Western, Nigeria to ensure that the sample size would 

Table 2. Reliability and Principal Components Factor Analysis for Validity of Variables

Variables No. of Items Cronbach 
Alpha KMO Bartlett’s Test of 

Sphericity
Average Variance 

Explained Sig.

Macro Environmental 
Factors 5 0.873 0.637 1053.903 0.531 0.000

Industry Market Specific 
Factors 11 0.721 0.666 2409.021 0.563 0.000

Environmental Specific 
Factors 7 0.741 0.530 1840.382 0.513 0.000

Small and Medium-sized 
Enterprises (SMEs) 
Performance

58 0.878 0.637 29970.798 0.546 0.000

Nigerian Market 
Environment 27 0.737 0.661 8582.084 0.585 0.000

Source: Field Survey Report
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be achieved. 988 copies of questionnaires were correctly completed and returned and this represents a 
response rate of 89.66% while 114 representing 10.34% of the questionnaire were either not returned or 
not correctly completed. Table 3 shows the analysis of the questionnaire distribution. This response rate 
is adequate and sufficient for this kind of research (Isaac & Michael, 1997; Hill, 1998).

5.1 Descriptive Statistics of Nigerian Market 
Environments and SMEs’ Performance

Table 4 shows that SMEs performance has the highest mean of 60.84 and deviation of 6.84 which means 
there is much disparity between the SMEs in terms of performance. The mean of each of the variables: the 
SME performance mean is the highest with 60.84 having had the highest number of items followed by the 
industry market-specific 11.76, environmental specific factors, 10.60 and finally, macro-environmental 
factors, 10.38. The standard deviation reveals 6.844 for the SMEs performance meaning there is a high 
deviation from the mean, showing that the performance of the SMEs under study differ greatly from 
one another. And the industry market-specific factors have the lowest of 1.199 showing that not much 
variations exist in the industry environment of the SMEs.

Table 3. Analysis of The Questionnaire Distribution

Description Copies of the Questionnaire Percentage %

Number of respondents 1,102

Number of questionnaires distributed 1,102

Number retrieved 988 89.66%

Number not returned 114 10.34%

Total 1,102 100%

Source: Field Survey Report

Table 4. Descriptive statistics of Nigerian market environments and SMEs performance

Descriptive Statistics

Mean Std. Deviation N

SMEs’ Performance 60.84 6.844 988

Macro Environmental Factors 10.38 2.026 988

Industry Market Specific Factors 11.79 1.199 988

Environmental Firm-Specific Factors 10.60 2.023 988

Source: Field Survey Results
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5.3 Demographic Profile of Respondents

Table 5. Demographic Characteristics of Respondents

Variables Category Frequency Percentage

Age

20-30 years 140 14.2%

31-40 years 696 70.4%

41-above 152 15.4%

Gender
Male 531 53.7%

Female 457 46.3%

Education

Primary 7 0.7%

Secondary 59 6.0%

University 922 93.3%

Marital Status

Single 209 21.2%

Married 750 75.9%

Divorced 29 2.9%

Business Experience

1-5 years 151 15.3%

6-10 years 621 62.9%

11-20 years 182 18.4%

20 and above 34 3.4%

Industry of operation

Retailing 103 10.4%

Insurance 105 10.6%

Health Sector 85 8.6%

Advertising 69 7.0%

Manufacturing 65 6.6%

Marketing 81 8.2%

ICT 71 7.2%

Fashion 45 4.6%

Banking 74 7.5%

Food and Beverages 75 7.6%

Agriculture 66 6.7%

Wholesale 59 6.0%

Entertainment 45 4.6%

Sport 45 4.6%

State of operation

Oyo 303 30.7%

Lagos 427 43.2%

Ogun 258 26.1%

Types of enterprise
Small (10-49 employees) 563 57.0%

Medium (50-199 employees) 425 43.0%

Source: Field Survey Results
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The demographic profile of respondents and its interpretation are presented in Table 5. It showed the 
frequency distribution and percentages of the respondents as contained in section A of the questionnaire.

Table 5 revealed the demographic characteristics of the respondents; this becomes necessary as 
Diehl et al. (2018) affirmed that poor socioeconomic conditions raise the strength of the relationship 
between task performance and citizenship behavior. And also evaluating the age, gender, and educational 
qualification, Heyden et al. (2018) affirmed that there is a professional similarity between the top and 
middle management of most enterprises and there is cross-echelon similarity in age and gender charac-
teristics (Bio-demographics). For this study, the majority of the CEOs are young with the age bracket of 
31-40years (70.4%) as against 14.2% for 20-30 years and 15.4% for 41 years and above. The majority is 
male (53.7%). Better performance of the firms is expected, emphasizing the advantage of having young 
people in an organization. Bonsdorff et al. (2018) affirmed that the company average age (employee 
ages) was negatively related to company workability and the workability of the company is positively 
related to company performance. While high involvements work practice was positively related to the 
company workability. The older a company average age of the employees is less effective and efficient.

The educational qualification revealed that most CEOs are quite educated with 93.3% being univer-
sity certificated and are married (75.9%). It is expected that the average performance of the firms will 
be high given the high percentage of university education amongst the CEOs, and as noted by Swift 
(2018) who emphasized the need for educational and professional proficiency in workplace performance 
by stating that PhD board members with different professional knowledge are more valuable as board 
members through their level and the depth of contribution to the decision making. Similarly, the quality 
of decision of the CEOs understudy is expected to be high.

The business experience of the CEOs varies; it spanned 6-10 years (62.9%),1-5years (15.3%) and 
11-20years (18.4%), 20years and above (3.4%). This shows that a greater percentage of the CEOs have 
surpassed the 5thyear anniversary mark for failure as noted by SMEDAN (2012)’s study. The Insurance 
and Retail industries had the highest respondents (105, 10.6%; 103, 10.4%) while Fashion, Entertainment 
and Sport had the lowest (45, 4.6%) each.

The general spread of the industries from which the respondents were drawn is expected to enhance 
the generalization of the findings. Lagos State had the highest number of respondents of 427 which is 
43.2% against 303 (30.7%) of Oyo state and 258 (26.1%) of Ogun state because of the higher industrial 
presence in the state. And finally, the businesses were defined by the number of employees’ small busi-
nesses (10-49) and the medium businesses (50-199).

Table 6. Regression model of selected Nigerian Market Environments and SMEs’ Performance

Model Summaryb

Model R R Square Adjusted R Square Std. Error of the 
Estimate Durbin-Watson

1 .-556a .309 .307 5.696 1.522

a. Predictors: (Constant), Environmental Specific Factors, Industry Market Specific, Factors

b. Dependent Variable: SMEs’ Performance

Source: Field Survey Results
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5.4 Inferential Statistics

5.4.1 Regression Analysis of Effects of Nigerian Market 
Environment on SMEs’ Performance

Table 6 shows the regression model of selected Nigerian market environments and SMEs performance. 
The Adjusted R square is 0.307 meaning 30.7% of the variation observed in SMEs’ performance is 
accounted for by the Nigerian market environment. This is statistically significant as shown in table 7 
with F (3,985) =146.915, ρ=0.00.

Table 8 shows the Regression model (b) of the selected Nigerian Market Environments and SMEs’ 
performance. The different effects that each component of the Nigerian Market Environment have on 
the SMEs’ performance are; Macro-environmental factors (β = -.60, ρ < 0.05) showing that the macro-
environment has a negative and significant effect on the SMEs’ performance. It also showed that one 

Table 7. Analysis of Variance of selected Nigerian Market Environments and SMEs’ Performance

ANOVAa

Model Sum of Squares df Mean Square F Sig.

1

Regression 14302.084 3 4767.361 146.915 .000b

Residual 31930.649 984 32.450

Total 46232.733 987

a. Dependent Variable: SMEs’ Performance

b. Predictors: (Constant), Environmental Specific Factors, Industry Market Specific, Factors

Source: Field Survey Results

Table 8. Regression model (b) of selected Nigerian Market Environments and SMEs’ Performance

Coefficientsa

Model

Unstandardized 
Coefficients

Standardized 
Coefficients

T Sig.
Co-linearity Statistics

B Std. 
Error Beta Tolerance VIF

1

Constant 24.356 1.896 12.843 .000

Macro 
Environmental 
Factors

-.203 .098 -.600 -12.078 .038 .842 1.187

Industry 
Market 
Specific 
factors

-1.919 .159 -.336 -12.072 .000 .905 1.105

Environmental 
Firm Specific 
Factors

1.108 .099 .328 11.192 .000 .819 1.220

a. Dependent Variable: SMEs’ Performance

Source: Field Survey Results
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unit increase in the macro-environmental factors caused 0.60-unit decrease in SMEs’ performance. This 
is a reflection of the degree of turbulence of the Nigerian market environment.

The industry market-specific factors have β = -0.336, ρ < 0.05 indicating an inverse and significant 
effect of the industry market-specific factors on SMEs’ performance. It also showed that a unit increase 
in industry-specific factors causes a 0.336-unit decrease in SMEs’ performance. However, the Envi-
ronmental Firm-Specific factors have positive and significant effects on the SMEs’ performance (β = 
0.328, ρ < 0.05). It also shows that a one-unit increase in Environmental Firm-Specific factors leads to a 
0.328 unit increase in SMEs’ performance. The positivity of this effect is understandable from the point 
of view that this is the only factor of the environment that is controllable, the other two environmental 
factors are uncontrollable; macro and industry environments. A similar result was obtained through 
path dependencies measure results in table 9 and figure 2, additionally figure 2 showed that the macro 
environment has the highest path effects on the Nigerian market environment (β=.87). Hence the overall 
effects of the Nigerian Market environment on the SMEs’ performance was negative (R= -.56).

Given that:
Macro-Environmental Factors = MEF
Industry Market Specific Factors = IMSF
Environmental Firm-Specific Factors = EFSF
SMEs’ Performance = SMEP
The regression model is:
SMEP = 24.356-.600 MEF-.336 IMSF + .328 EFSF

6. SOLUTIONS AND RECOMMENDATIONS

Both the macro environment and the industry environment show a negative relationship with SMEs’ 
performance, this indicates that the lower the intensity of this environment in terms of volatility, uncer-
tainty, complexity and ambiguity the better the performance of SMEs. This is so because the factors in 
these two environments are uncontrollable (Schoemaker et al., 2018). However, the firm-specific factors 
have positive effects on the SMEs performance, apart from being controllable, it relates directly with 
the availability of resources in the firm.

Table 9. Results of Path Analysis

Proposed Hypothesis Relationship Hypothesis Path coefficient estimates Decision

Macro-environment factors→ SMEs’ Performance H1 -0.60 Accepted

Industry market-specific factors → SMEs’ Performance H2 -0.34 Accepted

Environmental Firm-Specific Market → SMEs’ Performance H3 0.33 Accepted

Nigerian Market Environment → SMEs’ Performance H4 -0.56 Accepted

Source: Field Survey Results
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The Dynamic Capability Theory argues that the SMEs possess intangible resources like knowledge 
and skills that could be configured and reconfigured continuously and adapted to changes in the envi-
ronment to achieve competitive advantage which dovetails into better performance (Poulis et al., 2013) 
which means there would be congruence between the changing environment and the SMEs’ portfolio 
of activities. But, before this congruence is formed there is bound to be negative effects of the environ-
ment on the SMEs’ performance as seen in this study. For the organization for the environment fit to be 
formed, the firm needs to upgrade ordinary capabilities in line with the changes in the environment. This 
upgrade may not be too easy with the SMEs’ because of the resource poverty, lack of current knowledge, 
skills and experience (Juma & Sequeria, 2017).

The findings of this study concur with the works of Akinbogun (2008), Awino (2011), and Khoury 
& Prasad (2015) that assert that the Nigerian SMEs has been performing below expectations because of 
the unfavorable external environment. The environmental factors have also affected the business strategy 
formulation and implementation and abilities of the firms to mobilize resources.

The positive effects of the firm-specific factors can be explained from dynamic capability which 
believed that firms could use their configured resources in such a way as to arrest the changes in the 
environment. So, the SMEs will be able to arrest the volatility, uncertainty, complexity and ambiguity 
in the environment as they deploy their resources profitably thus facilitating better performance.

These findings align with Tutar et al. (2015) that affirm that profitable business strategies can arrest 
the dynamism of the business environment; other researchers like Agwu & Emeti (2014) and Erue-
megbe (2015) establish a positive relationship between business environment and performance which 
are contrary to the findings of this study. Soriano (2010) and Okpara & Wynn (2007) also believe that 
SMEs will perform better when they could change management styles as the environment changes no 
matter the degree of negativity.

The following recommendations are made based on the findings and conclusion of this study:

• The macro-environment is revealed to have a negative effect on the performance of the SMEs, 
it is therefore imperative that SMEs’ operators must put in place an Environmental Assessment 

Figure 2. Path Analysis
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Management Strategy(EAMS) that will facilitate the continuous assessment of the effects of the 
environment on the business parameters through effective environmental scanning, forecasting, 
and impact measurements. It is recommended that a department should be set up to manage this 
function and a weekly report submitted to ensure adequate integration into the decision making 
framework.

• The industry market-specific factors also had a negative effect on the performance of the SMEs’. 
This could be reversed through effective Market Re-Positioning Strategy (MREPS) through as-
sessments of the features of the products or services and identifying areas where the firms have 
a competitive advantage within the industry and the features that engender these advantages, and 
thus repositioning the service or products in line with these advantages. By this method, there will 
be a realignment of forces within the industry in favor of the firms.

• The environmental firm-specific factors have positive effects on the SMEs’ performance, these 
factors could be re-engineered to facilitate better performance since all these factors are control-
lable. A Factor Resource Management (FACReM) strategy will help through resource generation 
and allocation to factors of immense importance or with higher effects on performance. Such fac-
tors are thus enhanced to facilitate better performance.

7. FUTURE RESEARCH DIRECTIONS

The selected Nigerian environment was operationally defined following the prevailing situations in the 
research context and the existing literature. Other studies could redefine the Nigerian market environ-
ment based on industries’ characteristics and peculiarities.

Comparative studies on other countries in Africa and what factors impact SMEs’ performance should 
be conducted. It would be good to contrast and see common factors in countries and unique factors af-
fecting SMEs performance.

Innovation as a key driver of SMEs’ performance in the 4thindustrial revolution should also be ex-
amined. This will add to the knowledge gap on this theme in Africa.

8. CONCLUSION

SMEs’ are very important to any economy. However, they operate in an environment that is volatile, 
uncertain, complex and ambiguous. This necessitates the need to align the organizational resources and 
capabilities in such a way as to contain these complexities. The study revealed that the environmental 
firm-specific factors had positive and significant effects on SMEs’ performance, while the macro and 
industry environments had negative and significant effects on SMEs performance. Three different studies 
in Kenya revealed similar results; Bowen et al.(2009), Suh (2010), and Yusuf & Dansu (2013) reported 
that Kenyan SMEs performance was grossly affected by the business environment, to the extent that it 
reduced the contribution to GDP to 18%.

Given the findings of this study, it could be inferred that the failure experienced by these firms in the 
time past may be partly due to the volatile, uncertain, complex and ambiguous nature of the environ-
ment. More so, that the macro and industry environments had negative effects on SMEs’ performance, 
this implies that the higher the intensity of the environment the lower the performance of the SMEs. The 
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implication is that for the SMEs to enhance performance there is a need to reduce the unpredictability 
of the macro and industry environment, if this is impossible then, they may need to reconfigure their 
capabilities to align with the variability of the environment.

It is important to note that the three components of the market environment used in this study did 
not have the same effects on the performance of SMEs. Hence management should note that the styles 
needed to arrest the impact of these components may differ. The macro-environment due to its’ uncontrol-
lability should be constantly assessed and forecasted to reduce its’ negative effects on the performance 
of the SMEs.

The study revealed that the macro environment of business is affected by the performance of the 
SMEs in a negative manner. This implies that the macro environment of the business was unfavorable 
which could be traced to instability in government policies, abnormality in the functionality of all rel-
evant regulatory bodies and mechanisms. It is noted that the more the activities of the regulatory bodies 
become aligned with the performance objectives of SMEs, the more favorable the market environment 
is likely to be and the less unpredictable the macro environment. The market environment of business 
could be brought closer to the SMEs operators if stable government policies are enthroned and the ef-
fectiveness of various agencies serving the SMEs are investigated. The less effective these agencies are, 
the more vulnerable the SMEs are.

SMEs need to undertake strategic modifications that would facilitate proper environmental assess-
ments particularly forecasting of the demand and competitive intensity apart from proper monitoring 
of industry/market trends.
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KEY TERMS AND DEFINITIONS

Business Environment: It is a combination of all factors both controllable and uncontrollable that 
affect the performance of a firm.

Business Failure: It defines the inability of firms to meet performance targets and satisfy the stake-
holders profitably.

Environmental Turbulence: High degree of uncontrollability of the environment.
Industry Market Specific Factors: These are market uncontrollable factors operational in the im-

mediate environment of the business.
Macro-Environment: Are the uncontrollable factors external to the business unit.
Nigeria: It is a West African country and the venues of the research.
Organizational Performance: It is a measure of the accomplishment of the set objectives of a firm.
Small and Medium Development Agency of Nigeria: This is a government agency that coordinates 

the activities of the Small and Medium Enterprises in Nigeria.
Small and Medium-Sized Enterprises (SMEs): These are operational Small and Medium Enter-

prises in Nigeria.
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ABSTRACT

In order to build a successful strategy for any type of business, a strategic analysis needs to be performed. 
A strategic analysis consists of multiple elements, but it always starts with environmental scanning. 
This research focuses on that very first step by conducting an environmental analysis. It is a strategic 
tool that identifies all the external and internal elements, which could possibly affect the organization’s 
performance. The aim of this research was not to provide all the final and conclusive answers. It was 
merely to explore the research topic with varying levels of depth. Additionally, this research tended to 
tackle new problems on which little or no previous research has been done by combining and elaborat-
ing well-known models, such as PESTEL, Porter´s 5 forces, and SWOT. The research problem of this 
chapter can be described as to determine the possibilities of starting a successful commercial business 
within the social welfare sector of Portugal.

INTRODUCTION

Is it possible for a private commercial business to gain a place within the Portuguese social care system? 
Due to current vulnerabilities within the social sector, as well as the economy, the sustainability of this 
sector is being questioned and for that reason it is a good time to explore new possibilities and opportuni-
ties. The aim of this chapter is to execute an environmental analysis that differentiates four layers, based 

Key Drivers of Performance and 
Profitability in a Social Business

Daisy Isabella van Steenbergen
Fernando Pessoa University, Portugal

Paulo Graça Ramos
Fernando Pessoa University, Portugal

Bruno Barbosa Sousa
 https://orcid.org/0000-0002-8588-2422

Polytechnic Institute of Cávado and Ave, Portugal & CiTUR, Portugal & UNIAG, Portugal

 EBSCOhost - printed on 2/8/2023 5:40 PM via . All use subject to https://www.ebsco.com/terms-of-use

https://orcid.org/0000-0002-8588-2422


265

Key Drivers of Performance and Profitability in a Social Business
 

on the technique from Johnson et al. (2018) in order to create a complete vision on the social sector of 
Portugal. Based on those layers, the research objectives have been established. The first layer concerns 
the macro - environment, focusing on the broad environmental factors that impact to a greater or lesser 
extent on almost all organisations.

• Objective 1: To establish a benchmark between Portugal and the Netherlands in order to identify 
the general factors that play a major part on a macro - level basis when starting a new business 
in the social sector of Portugal. To achieve this, the PESTEL tool will be applied. Continuously 
on the next layer, attention is moved to the sector and its competitive forces. Here, objective 2 is 
applicable.

• Objective 2: To scan the Portuguese social sector together with its competitors to classify the 
financial mechanism that allows the business to be profitable. The model of Porter’s 5 forces 
is implemented to obtain a picture of the main forces that shape this sector within Portugal. 
Additionally, the power - interest matrix will be applied to identify key stakeholders and their 
influence on the business. Thirdly, the layer of direct competitors together with market segments, 
where we define the third objective.

• Objective 3: To focus on direct competitors and to look for unexploited opportunities as well as 
‘black holes’ by looking at the market segment and defining the differences in customer’s needs. 
Finally, it is important to apply the information on the organisation itself to understand where 
strengths and weaknesses lie. This brings us to the fourth and final objective.

• Objective 4: To describe the critical factors of success for this organisation and based on those 
factors, to identify the main constrains and opportunities for the business by means of a dynamic 
SWOT analysis. Further recommendations and the conclusion of this research will also be imple-
mented in this final chapter.

BACKGROUND

Building a Strategy

The basics for thinking and decision - making are perception and cognition together with the gathering 
and analysing of information. These factors will form the footing of this research, where an environmental 
analysis will be performed in order to formulate the strategy for a profitable social business in Portugal. 
The first two chapters derive from a literature review about the processes of strategic and environmental 
analysis. An environmental analysis is always performed as a base for the strategic analysis. As it is 
important to understand where it leads to, there will first follow an indication of the strategic analysis 
process. Chapter I will contain a description of the steps, the mission, vision, and values and finally the 
three phases a strategic analysis exists of. Strategic analysis comes from strategy. As it is described by 
Henderson, the concept of strategy can be traced in ancient times with the central idea being: to gain 
advantage over someone or something (Henderson, 1989). According to the perspective of Johnson et 
al. (2008), strategy is the direction and scope of an organisation over the long term. Their definition 
has other concerns besides the planning process, it also pays special attention to the main players in the 
internal and external environment of the organisation. Mintzberg (1992) defines strategy as follows: as a 
‘’plan’’, strategy is seen as a guideline to deal with a situation. Furthermore, as a ‘’ploy’’, because it is a 
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specific ‘manoeuvre’ intended to outwit an opponent or competitor. As a ‘’pattern’’, as it is consistent in 
behaviour, whether or not intended. As a ‘’position’’, because strategy can be seen as a means of locating 
an organisation in an ‘environment’ and as a ‘’perspective’’, it is chosen position, and an ingrained way 
of perceiving the world (Mintzberg, 1992).

Each of these definitions deals with a specific aspect of the organisation and they complement each 
other. The next step would be to look at these strategies as plans, doing so, two essential characteris-
tics arise: they are made in advance of actions and they are developed consciously and purposefully 
(Mintzberg, 1992). With other words, strategic analysis refers to the process of conducting research on 
a company and its environment to formulate a strategy, in this case it concerns a start - up company, 
which does not exist yet.

The definition of strategic analysis can differ between an academic or business perspective, but ev-
ery book and paper indicates that the process involves the following common factors: Identifying and 
evaluating data relevant to the company’s strategy; Defining the internal and external environments to 
be analysed; Applying the usage of several analytic methods and tools, such as SWOT analysis, PES-
TEL analysis, and Porter’s five Forces (CFI, 2019). To specify further, Poole indicates that the strategic 
planning process can be seen as a continuous cycle in which the activities occur simultaneously or in 
varying order (Poole, 1990).’’ He describes the following elements or activities: Environment scan-
ning; Developing a mission statement; Setting goals and objectives; Developing implementation plans; 
Implementing plans; Monitoring the progress; and Formal evaluation.

Due to the limitations of this research it is not possible to execute all of these steps. It is, however, 
important to name the continuous steps and perhaps keep them in mind for a follow - up research. In the 
continuation of this research, the first step of environment scanning will be deliberated. As it concerns 
a start - up, the vision, mission and values have not yet been written. These will be based on what is 
achievable, what is necessary and what is desired, given by the outcome of this research. This will mainly 
depend on the wishes and desires of the management, but also on the requirements from key stakeholders.

For example, the company can have the mission to offer services for people with money problems, 
but if those people are not open to receive the services for whatever reason, the mission is not applicable 
with its stakeholders, in this case its client base, and therefore won’t be sustainable for the future of the 
company. Thus, to prevent mistakes from happening and be well prepared, executing an environment 
analysis is fundamental. Lastly, each strategy analysis is composed of multiple phases and different 
authors describe different phases. Wright et al. identifies three phases within strategic management 
for the development of business strategies, which are: Strategy formulation: formulation of corporate, 
business, and functional strategies that will match the organisation’s strengths, and weaknesses with 
its environment’s opportunities and threats. Strategy implementation: implement strategies. Strategic 
control: activities to ensure that the organisation’s goals are attainted (Wright, Pringle, & Kroll, 1992).

These three phases are more difficult to apply on this research as it concerns a start - up company 
and thus the implementation and control cannot be executed. For that reason, it has been decided to 
also evaluate the three phases described by Johnson, Scholes and Wellington (2008): Strategic position; 
Strategic choices; Strategy in action.

There are many definitions of the concept ‘strategy’. In order to come up with a solid strategy, a 
strategic analysis needs to be conducted. Conclusively, to formulate the mission, vision and values, three 
phases need to be performed. First of all, the strategic position that indicates four forces in order to come 
up with a strategy. It indicates an evaluation of the environment, the strategic capability, the strategic 
purpose and the culture. Secondly, the overarching strategic choices that need to be made by answering 
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the three questions: How does the organisation position itself in relation to its competitors? Should the 
scope of the company be broader or smaller, when considering the products and markets? And finally, 
how will the strategies be pursued? The third and final phase, is the phase of implementation, where the 
formulated strategy will be implemented and also its development will be considered. Looking at strategic 
analysis, it has become clear that it starts with an environmental analysis. Especially if the aim is to start 
up a profitable business in the social sector, an extensive environmental analysis can be considered key. 
The next section will enlighten what an environmental analysis consists of.

Environmental Analysis Process

After evaluating how a company’s strategy is built, it is now important to further specify the environmental 
analysis process. This will be achieved by separating the environment in four different layers and analyse 
each layer separately by applying the appropriate tool. Numerous theories describe different amounts of 
layers. A more general approach by Anthony Taylor, only distinctions the external and internal analysis. 
He explains that there a businesses that can have infinite directions of where it could go and therefore 
there are far more factors to manage the internal strategy then the external (Taylor, 2019). Other theories 
usually recognise three layers: macro level (e.g. economical, political, socio - cultural, technological and 
legislation factor), micro level (e.g. industry, competition, external stakeholders) and internal assessment 
of the company (e.g. finance, internal processes, productions, human resources).

Furthermore, Johnson, Scholes and Whittington (2008) add an extra layer, after the macro environment 
and before the internal organisation, they fist describe the industry (or sector) followed by the competi-
tors’ market. As the environmental analysis forms the core for this research it was chosen to follow this, 
more defined, approach. The information will be gathered by using different tools and methods. In order 
to discover which tools are most applicable for each layer, it is essential to first define the differences 
between each of the layers that from around the organization.

The first layer, the macro - environment, ranks the highest level, consisting of the general and global 
(or national) factors which might influence the lower layers in the economic activities. It consists of 
broad environmental factors that impact to a greater or lesser extent on almost all organisations. This 
layer can be analysed applying the PESTEL tool, from which key drivers of change can be identified. 
Alternative scenarios about the future can be constructed according to how the key drives develop. 
Scenarios consider how strategies might need to change depending on the different ways in which the 
business environment might change.

The PESTEL framework provides a comprehensive list of influences on the possible success or failure 
of particular strategies. It can identify the future trends in political, economic, social, technological, en-
vironmental and legal environments. In order to apply this tool successfully it is necessary to identify the 
key drives for change. Key drives for change are the high impact factors likely to affect significantly the 
success or failure of strategy. In this case possible key drivers could be considered to be the government 
and municipalities in regard to funding as well as the clients in regards to be open to a different type of 
care. For example: the implementation of a new act that implements social security for Portuguese citi-
zens. This model helps to indicate what acts already exist and what acts might still appear in the future. 
Changing social acts can be a crucial factor for either failure or success of the business. Additionally, 
this tool contains scenario analyses, where analyses are carried out to allow for different possibilities 
and help prevent managers from closing their minds to alternatives. Note that scenario planning does 
not attempt to predict the unpredictable: the point is to consider plausible alternative futures.
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Despite being a popular and well used model, it also has its limitations. One of them is the wide focus, 
when covering a broad spectrum of macroeconomic variables, it is easy to get overwhelmed with the 
gathered information (del Marmol & Feys, 2016). For this research this was prevented by only focus on 
the national level of Portugal and the Netherlands and by looking within the social sector and no other 
sectors, such as healthcare or psychiatry. Furthermore, the usage of this tool can make future predictions, 
but never with certainty. A business can identify the major trends, but not prepare for the unexpected. 
For example, it can predict that the county´s economy will grow or stabilize, but if an unexpected event 
occurs, such as a virus like Covid - 19, this could cause an economic crisis. On one side this can lead to 
failure, because the government might make more cuts in the social sector. On the other side it can lead 
to success, because there are more people in need of help and thus an increase in demand. Finally, using 
this model alone is interesting, but insufficient. Porter´s five forces analysis and the SWOT analysis can 
prove to be a useful aid in the analysis of the business environment (del Marmol & Feys, 2016).

Where the previous section looked at how forces in the macro - environment might influence the 
success or failure of an organisation’s strategies, this section will focus on the more immediate environ-
ment through changes in the competitive forces surroundings organizations. Economic theory defines 
an industry as ‘a group of firms producing the same principal product or service (Rutherford, 1995)´or, 
more broadly, ´´a group of firms producing products that are close substitutes for each other´´ (Porter 
M. E., 1980). This concept of an industry can be extended into the public services through the idea of 
a sector. Social services, health care or education also have many producers of the same kinds of ser-
vices, which are effectively competing for resources. As this research concerns a profitable business in 
the social sector, the main attention will be focused to the area of sector rather than industry. The five 
forces framework helps identify the attractiveness of a sector in terms of competitive forces. It includes: 
barriers to entry; substitutes; buyer power; supplier power and rivalry. Also, it can help set an agenda for 
action on the various pinch - points that they identify. Porter’s essential message is that where these five 
forces are high, then industries are not attractive to compete in. As this social business shall effectively 
compete for resources within the same sector, evaluating every force on a scale from 0 to 10 will enable 
the research to see who has the power in the sector and how profitable the market is. The stronger the 
forces are, the greater challenge to make profits (Taylor, 2019). Recent studies have elaborated in order 
to improve this model. Baburaj and Narayanan (2019) state that this framework assumes relative stabil-
ity in the structural characteristics and for that reason does not explain the distribution of profits among 
industry/sector players over time. For example, within the social sector, there are multiple businesses 
striving towards the same goal: provide care for those in need. Through collaboration, innovations ap-
pear and opportunities are created. As this also can be considered a factor for success, it should not be 
forgotten, whilst looking at the competitive environment. Especially within the social sector of Portugal, 
it can be helpful to know whether other businesses are striving for more governmental support or whether 
they are innovating the methods they are using with their clients. As it concerns a collective public, more 
can be achieved whilst working together to improve the care that is being given.

Many industries contain a range of companies, each of which has different capabilities and competes 
on different bases. For example, Ford and Porsche may be in the same broad industry (automobiles), but 
they are positioned differently: they face different kinds of buyer power and supplier power at the very 
least (Johnson, Scholes, & Whittington, 2008). In the case of this business, there is the broad industry of 
delivering care, this can be done by pharmaceutical medication, social care, psychiatric care, psychologi-
cal care, private as well as public care and so on. For that reason, it helpful to channel the focus on more 
specific competitors. The concepts and frameworks discussed earlier should be helpful in understanding 
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the factors in the macro -, industry and competitor/market environments of the business. However, the 
critical issue is the implications that are drawn from this understanding in guiding strategic decisions and 
choices. The crucial next stage is to draw from the environmental analysis specific strategic opportunities 
and threats for the organisation. Identifying these opportunities and threats is extremely valuable when 
thinking about strategic choices for the future. Opportunities and threats can be formed on behave of the 
strengths, weaknesses, opportunities and threats (SWOT) analyses that shape many companies’ strategy 
formulation. In responding strategically to the environment, the goal is to reduce identified threats and 
take advantage of the best opportunities (Johnson, Scholes, & Whittington, 2008). SWOT summarises 
the key issues from the business environment and the strategic capability of an organisation that are most 
likely to impact on strategy development. The aim is to identify the extent to which strengths and weak-
nesses are relevant to the changes taking place in the business environment. It is important to emphasise 
that this analysis is only useful if it is comparative, so if it examines strengths, weaknesses, opportunities 
and threats in relation to competitors. This means to compare the services that this company will offer 
with the services that are already being offered on the market.

MAIN FOCUS OF THE CHAPTER

Methods

In this chapter the literature review will be complemented by describing the appropriate methodology 
of this dissertation. The research will apply both a desk research and a field research to answer the ques-
tion ‘How to determine the possibilities of starting a successful commercial business within the social 
welfare sector of Portugal?’. Previously, it was stated that an extensive environmental analysis is criti-
cal and can be achieved by applying different tools that are adapted to each of the four environmental 
layers. To better understand those, it is valuable to first gain broad knowledge on the matter through a 
desk research. Here, a benchmark between Portugal and The Netherlands is performed. The outcome of 
the desk research is used as a base for the field research, where in - depth interviews will be conducted 
from a carefully selected group of professionals and experts. Eventually, the objectives that are stated 
below will be shaped further during the desk research and reflected upon, deepened and specified dur-
ing the field research. The aim of the data method is to get a clear view on the Portuguese social sector 
by conducting a desk research followed by a field research, where experts and professionals are being 
interviewed in order to execute an environmental analysis.

As described earlier on, two methods are applied to collect data. A desk research to increase reli-
ability by adding secondary data and a field research to gather primary data by conducting in - depth 
interviews. Interviewing is an extremely flexible research tool (Breakwell, 1995). The philosophy behind 
qualitative interview is described by H. and I. Rubin (1995) as followed: ‘Find out what others think and 
know and avoid dominating your interviewees by imposing your world on theirs.’ Before getting into the 
interviews, there will now be a closer look at the benchmark structure for the desk research.

The benchmark will be conducted to gain general information on a macro - level by demonstrat-
ing the differences and similarities between two countries. It was chosen to compare Portugal with the 
Netherlands as this country build an extensive social care system after World War II (Bijlsma, 2012). 
Consequently, that extensive system has been creating many business opportunities for innovative com-
mercial businesses in the social sector. Through a benchmark, the differences and similarities between 
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both countries will be demonstrated, which will lead to the knowledge whether a similar set up for busi-
ness could be applied in Portugal.

Many qualitative interviews have both more structured and less structured parts, but vary in the 
balance between them. In the less structured parts, the interviewee does most of the talking, perhaps 
explaining what an idea, event, or a bit of background means. In this case that will take place after the 
first general questions. There will be an explanation of the set - up and aim of this company. Later on, 
there is a direct referral to the 5 cultural issues of Hofstede and in order for the interviewee to answer 
the questions correctly, this model will be further explained. In the more structured part of the inter-
view, the interviewer poses specific questions to get detail, example and context. Such as the questions 
where the direct professional opinion of the interviewee is asked, here it is expected to hear the details 
of the specific area of that professional/expert. As Saunders, Lewis and Thornhill (2000) describe it: 
‘In semi - structured interviews, the researcher will have a list of themes and questions to be covered. 
During the interview there will be a balance between structured and unstructured as the researchers are 
ought to listen to each answer and determine the next question based on what was said. Because of that 
it is important for the qualitative interviewer to listen intently to pick up on key words and ideas and 
to mark important omissions. In qualitative interviews you listen to as to hear the meaning of what is 
being said.’ Furthermore P. Brewerton and L. Millward (2001) state that semi - structured interviews 
incorporate elements of both quantifiable, fixed choice responding and the facility to explore, and probe 
in more depth, certain areas of interest. The advantage is that they are generally easy to analyse, quan-
tify and compare, but also allow interviewees to explain their responses and to provide more in - depth 
information where necessary. There is the disadvantage of spending too long on peripheral subjects, or 
to lose control to the interviewee and finally the disadvantage of the reduction in reliability when using 
a non - standardized approach. Whilst analysing the environment it is key to apply this type of primary 
data collection. Environment is a dynamic mechanism, based many segments, such as culture, history, 
finance, etc. Thus, the interviews and data collection should also be flexible and able to move along 
instead of set in stone. The research design should help in choosing what will be asked from whom and 
why. It is important to have a design from the beginning to keep the research on target, but also bear in 
mind that the design has to be flexible, iterative, continuous and cannot be fully planned in advance as 
it will change based on the gathered data from interviewing (Rubin & Rubin, 1995).

First of all, the design needs to be flexible in order to process the gathered data and continue accord-
ingly. This flexibility makes it impossible to create a static design at the beginning and that remains 
the same throughout the entire process. However, the set - up of this flexible design can be initiated by 
talking and discussing initial ideas with people of interest.

Secondly, there is the iterative design, that enhances the approach to have in the early stages of inter-
viewing, a design that will emphasize more the gathering of many themes and ideas; towards the middle 
of the research, the concentration will lie within winnowing it and here a limited number of themes 
are being explored. Finally, in the final stages, there is a higher emphasize on analysing and testing the 
understandings. This design complements the Delphi - method, where the data is also analysed by win-
nowing the results to eventually end up with a specific and concrete outcome. Eventually, the iterative 
design stops when the information that is put together supports a small number of integrated themes 
and each additional interview adds no more ideas or issues to the themes that are now being questioned. 
Glaser and Strauss (1967) call this point the theoretical saturation. To finalize, the continuous nature 
of qualitative interviewing means that the questioning is redesigned throughout the project. It allows 
exploration of new topics while keeping the research organized and focused. It points the research in a 
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direction to ensure that it pursues core topics in sufficient depth to end up with adequate evidence for 
the conclusions and results.

As for the interviewees, these will be carefully selected as only a limited number of interviews will 
take place. Whom is chosen to interview should match the definition of the research subject and should 
satisfy three requirements: interviewees should be knowledgeable about the specific area that is valuable 
to the study; they should be willing to talk; and when people in the area have different perspectives, the 
interviewees should represent the range of points of view (Rubin & Rubin, 1995). So, with other words, 
they should be willing to share their knowledge that is applicable to the study and they should be able 
to share different perspectives in common areas to give a wide range of ideas and themes.

Furthermore, during the interview it is important to limit the number of main topics, as it could be 
overwhelming for an interviewee and the result would be a jumble with inadequate depth on any one 
subject. It was decided to choose 5 main topics that were also formed out of the 4 environmental layers:

A: The benchmark between Portugal and the Netherlands (macro layer)
B: The financial mechanism (macro layer)
C: The social care system (sector layer)
D: The target group (competition/market layer)
E: The critical success factors (organisational layer)

Most sampling in qualitative research entails purposive sampling. It is a non - probability form of 
sampling, which has essentially to do with the selection of units (which may be people, organizations, 
documents, departments, etc.). The researcher does not seek to sample research participants on a ran-
dom basis. The goal of purposive sampling is to sample participants in a strategic way, so that those 
sampled are relevant to the research questions that are being posed. In purposive sampling the researcher 
samples with certain research goals in mind. Therefore, it needs to be clear what the criteria are that 
will be relevant to inclusion or exclusion of participants (Bryman, 2008). In the case of this research, 
the sample unit will be people and the relevant criteria can be described in three segments: the Portu-
guese welfare system segment, the Legal and financing segment and finally, the segment of culture and 
migration. Theoretical sampling is one form of purposive sampling. As Glaser and Strauss (1967) put 
it: ‘’Theoretical sampling is done in order to discover categories and their properties and to suggest the 
interrelationships into a theory. Statistical sampling is done to obtain accurate evidence on distributions 
of people among categories to be used in descriptions and verifications.’ You carry on collecting data 
until you have achieved theoretical saturation.

Thus, for this research there will be one level of sampling, namely the sampling of interviewees. As 
the theoretical sampling entails, a sampling of interviewees will take place until the 5 categories (earlier 
described as topics) achieve theoretical saturation, when the information that is being put together sup-
ports a small number of integrated themes and each additional interview adds no more ideas or issues 
to the themes that are now being questioned. As it is impossible to know how many people should be 
interviewed before theoretical saturation has been achieved, it was chosen to execute 5 interviews and 
based on the gathered data, it will be decided whether theoretical saturation has been achieved or not.
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Desk Research: Benchmark Portugal - Nederland

During the desk research, also known as the literate review, a comparison will be made between the start 
of social business in Portugal with the start of a social business in the Netherlands. As these countries 
have different cultures as well as healthcare systems and financial mechanisms, making a comparison 
holds crucial value in order to understand how this factor impacts a company.

Legal and Financing

The Portuguese healthcare system is based on the Beveridge Model, whilst the Dutch System is based 
on the Bismarck Model. As there is no separate financing system for social care, it was decided to anal-
yse the general healthcare systems as this also covers the costs for (public) social care. Later on, closer 
attention is paid to the historical context, the cultural differences, indicated by Geert Hofsteede and to 
statistics that indicate where these countries differ. The European healthcare systems can be divided 
into two broad categories: National Health Services, short NHS, and Social Security (based) Health 
care systems, in short SSH. Both systems are named after their founding fathers Beveridge (NHS) and 
Bismarck (SSH). Existing literature is inconclusive about which system performs best. Therefore, the 
pros and cons of both systems will now be further analysed.

The inclusion of a country’s system into one of the two categories is mainly based on the way the 
systems are funded, but these funding differences also correlate with the differences in the way the sys-
tems are organised. An NHS is funded by means of general taxation. Responsibility for the budget is in 
hands of the Ministry of Health and as such the NHS is associated with a strong influence of the state. 
An SSH is funded by means of earmarked premiums, mainly from salaried employees. The system is 
more loosely organised, with less state influence and more pluralistic, with a strong influence of health 
care providers and (social) insurers (van der Zee & Kroneman, 2007).

Striking differences between both systems are firstly that the health spending per capita of SSH has 
become increasingly higher compared to the NHS systems. Also, the satisfaction with the healthcare 
system of the population in SSH - countries is much higher compared to NHS countries, this is indicated 

Table 1. The division of countries with SSH and NHS systems.

Countries with SSH system Countries with NHS system

• Austria 
• Belgium 
• France 
• Germany 
• Luxembourg 
• Netherlands 
• Switzerland 
• Portugal (until 1978)

• Denmark 
• Finland 
• Greece 
• Ireland 
• Italy 
• Norway 
• Portugal (from 1979) 
• Spain 
• Sweden 
• United Kingdom

Source: Own
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in the graphic below. In 1998, Portugal was just below 20%, where the Netherlands was 70%. After, 
however, Portugal made a bigger growth as visible until 1999.

In SSH countries about two - third of the population is very or fairly satisfied with the system, whereas 
in NHS countries this is the case for only half of the population. Regardless of the system there is a 
strong improvement of life expectancy and a reduction in infant mortality. According to the study of van 
der Zee and Kroneman, there were no differences in health outcomes between NHS and SSH systems 
(van der Zee & Kroneman, 2007).

It is important to keep in mind that international comparison of health data is severely hampered by 
differences in national definitions and differences in national methods of data collection. Dissatisfac-
tion with a health care system seemed to be related to problematic organisational items like waiting lists 
and limitations in accessibility. To elaborate more, a closer look will be taken at Portugal as well as the 
Netherlands and explain this theory in a more practical terms by using examples.

The hierarchal structure of the Beveridge (NHS) model, was used in Portugal. This model is also being 
used in the United Kingdom, it was designed by William Beveridge and established in 1948. Nowadays, 
it is still funded from general taxation and national insurance contributions paid by employees, employ-
ers and the self - employed. Almost all healthcare is provided free of charge to everyone, according to 
clinical need. As for the Netherlands, they use the Bismarck model (SSH) instead. This system is funded 
by employers and employees who pay into “sickness funds” that subsequently cover medical care. A key 
feature to this system, much like the Beveridge Model, is that it is strictly non - profit and government 
- run. No one is denied coverage in the Bismarck Model. Most hospitals are privately run (Health Care 
Systems: Differences Around the Globe, 2014).

Both models might be non - profit and government - run, however, their different structure has a 
huge impact on the legal & financing fragment. First of all, in the Netherlands each citizen is obligated 
to have a health insurance, whereas in Portugal, citizens can go to public hospitals or pay more for the 
received care in private hospitals. As a result, it is more difficult to receive paying customers in Portugal, 
because the citizens expect the government to provide them with the services they need. This is important 
to keep in mind, when starting this profitable social business. It could be considered to open a public 
service, however, instead of it being a commercial business, it would be an association. And as that was 
not the aim for this research, that idea has been ruled out. Keeping this in mind, it is important to deliver 
a service that is required and asked for by the appropriate consumers. Only then will they be willing to 
buy your services. Moreover, if the focus of the business is on a group that is need of help and which is 
recognised by the government, it can increase the change of receiving funding from the municipalities. 
Which brings us back to the importance of analysing the environment thoroughly.

Historical Context

To analyse the historical context of both countries, a timeline was designed to indicate the most sig-
nificant factors for the welfare sector together with implemented acts. On the bottom the Netherlands is 
demonstrated and on the top Portugal. The timeline starts just before the Second World War that ended in 
1945 and it ends with a general idea where both countries are nowadays. Before the war, the conditions 
in which people lived and worked in the Netherlands were often appalling. Workers soon combined to 
form unions to campaign for change. It was a Liberal member of parliament, Samuel van Houten, who 
in 1874, initiated legislation to stop children under twelve of being employed in factories. This can be 
considered to be the first step on the road to reform. In 1889 the Labour Law was implemented and its 
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updated version in 1911 regulated the hours that women and children could work, as well as men. In 
the years following the Second World War a miracle occurred in the Netherlands: despite the high birth 
rate, unemployment fell, and the economy grew at an astonishing pace. For those unable to provide for 
themselves, the welfare state set up under Willem Drees offered support. In 1947, as minister of social 
affairs, Willem Drees had already begun to extend the welfare state: the system in which the government 
took responsibility for the basic needs of its citizens. Seniors without resources now received a regular 
pension. Ten years later, in 1957, a general pension law was passed (Algemene Ouderdoms Wet – AOW) 
and successive governments after Drees introduced more benefits: child support in 1963 (Algemene 
Kinderbijslagwet) and social security in 1965 (Algemene bijstandswet), making financial assistance 
to families and those without means a right. People in need were no longer dependent on charity from 
religious or private organization. The cost of this extensive system of benefits, public health services 
and affordable education would be henceforth be borne by the state (Timeline of Dutch History, 2020).

Since the late 1980s a changing government attitude towards social welfare provision and the role 
of civil society organisations therein can be observed. It has been argued that a fundamental shift from 
a collective solidarity model towards one of personal responsibility is highly visible, through the intro-
duction of neoliberal elements and cutbacks in the degree of social spending by the state (van Oorschot, 
2006). From a global comparative perspective, the Dutch welfare state has traditionally been characterised 
by its comprehensiveness and can still be regarded as generous. As in other Western European welfare 
states, government interventions affect various domains of economic and social life, including health, 
work, income and housing.

The consensus in the Netherlands about devolving sickness absence issues to local actors led to the 
allocation of both financial and return - to - work responsibilities to employers (and employees. The de-
gree of responsibility for Dutch employers has become unique in Europe and it has been labelled ‘going 
Dutch’ in sickness absence policies. The shift from a disability scheme to an ability scheme reflects the 
normative shift in the Netherlands toward a ‘participation society’ characterised by a strong emphasis 
on individual responsibility.

Moving on to Portugal that is demonstrated in the upper part of the timeline it is clear to see that 
the country was under a dictatorship, whilst the Netherlands was evolving the social sector. During the 
Salazar dictatorship the social welfare was primitive.

As a result, many of the citizens experienced poverty, lengthy military service and stagnation. 900,000 
emigrated, mainly to France, West - Germany and Brazil. At the same time, the 1960s are marked by the 
1962 Social Welfare Reform, which led to the development of a unified social welfare scheme. Several 
institutions merged into one body and the resultant structure underpins the social security scheme that 
operates today. This rationalization is considered a milestone in the process of the development of the 
welfare state in Portugal, as argued by and it led to a significant increase in social expenditure, which 
reached 4 per cent of GDP in 1969. The increase in social expenditure was even greater from 1969 to 
the end of the New State in 1974, during the Estado Social (social state) phase under the leadership of 
the Prime Minister, Marcelo Caetano. During this period several important gaps in the social protection 
network were filled, namely those corresponding to certain groups that had not been considered to be 
participating in the labour market (e.g. family allowance and old age pensions were extended to rural 
workers), as well as to professions that had previously been excluded from the social insurance scheme 
(such as hairdressers, newspaper sellers and maids).

Further important developments of the welfare state in Portugal took place in the period of transition 
to democracy, between 1974 and the early 1980s. These changes resulted from the recognition of rights 
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subsequent to the political institutionalization of social benefits. Social policies at this time were also 
directed towards expanding the scope of benefits, with the establishment of an unemployment benefit 
(1975) and social pensions that were based not on contributions but on citizenship (1977). In 1979, the 
provisional government of Maria de Lourdes Pintassilgo legislated a minimal social protection scheme 
in Portugal, including a social pension, a pension supplement for severe incapacity, an orphan pension, 
family allowance, a monthly cash benefit for handicapped minors and social services (da Soledade Carolo 
& Pereirinha, 2017). On the other, some resources state that this reestablishment of the democratic system, 
also resulted in some difficulties. The long period of dictatorship made it impossible for Portugal to take 
advantage of the thirty years of post - World War II economic growth that help to create the basis for 
a mature welfare state in several European countries (Brito, 2019). Only in the 1980s Portugal had the 
stability and resources to begin their implementation. Portugal’s admission to the EU in the 1980s was 
a turning point for the country; it meant admittance into (Western) Europe policymaking, in political 
terms. It also meant access to substantive financial, cognitive and strategic resources.

Between 1995 - 2001 public spending grew by eight per cent per year, and thousands of new jobs were 
created. Nonetheless, there was still a weaker economic growth, when compared with other European 
countries and associated with the high unemployment rates continued to shape Portuguese economy 
throughout the 2000s. The socialist governments of 2005 - 2012 implemented several cuts and reforms 
in order to control the deficit and to stimulate growth. However, these reforms did not have the expected 
results and, in April 2011, Portugal requested a bail - out, with devastating social, economic and legal 
impacts (Araújo, S., Ferreira, S., & Safradin, B., 2018). Simultaneously, Portugal has also benefited 
considerably from the EU‘s structural funds, vital to financing public services and to developing several 
social policies, in order to adapt to the European Union ‘way of thought’. One major example was the 
creation of a minimum income scheme, later renamed ‘Social Insertion Income’ (SII – see Meneses et 
al., 2018; Brito, 2018). The effort made by the Portuguese government to match high European standards 
and the strong welfare state, unfortunately, was not complemented by a growing economy. Nowadays, 
the Portuguese social protection system has left unprotected a growing number of persons and the in-
crease in long - term unemployment suggests that the system is inefficient in reducing unemployment 
time (Valadas, 2013). Currently, for a vast sector of the Portuguese population (63%), unemployment 
remains the main concern, a reality that is a consequence the low protection created by a weak welfare 
state (Brito, 2019).

SOLUTIONS AND RECOMMENDATIONS

To finalize this benchmark, a final comparison is made between Portugal and the Netherlands. There 
are some crucial differences between both countries and those are demonstrated in the table below. Part 
of the information is also conducted from the interviews. These will be enlightened in the next chapter, 
but to make the comparison complete, it has already been applied. The desk research has shown that 
in the Netherlands, the government provides care for every citizen. It also shown that in Portugal, the 
effort made by the Portuguese government to match high European standards and the strong welfare 
state, unfortunately, was not complemented by a growing economy. There is a high unemployment rate 
together with an insufficient social sector and a system, where one is sustaining the other.

Culturally, the Netherlands has a high score with individualism and Portugal a high score with uncer-
tainty avoidance. Having a higher social responsibility could explain this high number in individualism. 
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Looking at the high number of uncertainty avoidance, could indicate the level of dependency the citizens 
have on its government. They rather not take a risk and expect the government to find a solution. As 
it concerns a collective problem, it could be agreed that it is upon the government to find a collective 
solution in order to increase the sustainability of the social sector. Thus, where in the Netherlands profes-
sional help is provided to those that don’t fit in society, which is a big group of a lot of different people, 
in Portugal, those people will mainly depend on family, friends and/or associations. In both countries 
there is a big group of elderly that often require extra help, when households exist of two cost winners, 
it often leaves them with not enough time to also deliver care. In Portugal it is often friends, family or 
charity that take responsibility and, in the Netherlands, it is more often institutions or professional home 
care. As a result, the professionalism within the care sector of Portugal is lower and problems have a 
higher risk of escalation. A comparison was made between Portugal and The Netherlands in order to 
understand the impact of different legal and financing systems. Portugal is using the Beveridge model 
(NHS), with no prohibited insurances and The Netherlands has always used the Bismarck model (SSH), 
where every citizen is ought to have a private health insurance. Striking differences between both sys-
tems are firstly that the health spending per capita of SSH has become increasingly higher compared to 
the NHS systems. Also, the satisfaction with the healthcare system of the population in SSH - countries 
is much higher compared to NHS countries. The historical timeline indicates the differences between 
both countries. Where the Netherlands was implementing social act´s and profiting from the post - war 
economic growth, Portugal was under a conservative dictatorship, which led to economic instability and 
a smaller amount social act´s. As stated by Nunn (2012) cultural change and persistence are important 
channels through which history continues to matter today. For that reason, the important aspect of culture 
was also discussed. If you were to compare a large number of cultures around the world, you would see 
that although each culture is different, they all contain 5 basic problems: power distance, individualism, 
masculinity, uncertainty avoidance and long - term orientation. What stands out in the model of Geert 
Hofsteede is that Portugal scores high on uncertainty avoidance and the Netherlands scores high on 
individualism and long - term orientation.

The Delphi method was applied by indicating the three levels of the pyramid with its categories. This 
led to the main results that are shown in the final evaluation, demonstrated in table 3. Each category has 
its own outcome, in general, there is little financial support, which causes the sector to stagnate. Also, 
there is an ongoing social stigma on looking for professional help, which could also contribute to stagna-
tion. Furthermore, elderly is a group that is recognised as in need of help and there is a lot of ongoing 
research towards this target group, which could be a possible strength for the business. In conclusion, 
it became clear that there is need for a change within the social sector of Portugal. However, there are 
many ideas on how this could be achieved and on what this change should be focused. Based on the 
gathered data, the best - case scenario would be to have financial support from the government to set up 
this business. Whilst performing this strategic analysis, having governmental support will be assumed. 
In the first chapter, it was stated that strategic analysis refers to the process of conducting research on 
a company and its environment to formulate a strategy. To formulate a strategy, three steps, described 
by Johnson, Scholes and Wellington (2008), need to be evaluated. For this company, the aim will be to 
pay close attention to the differentiation strategy, the company will seek to provide a service that offers 
benefits that are different from those of competitors and that are widely valued by buyers. The best way 
to achieve this would be to make the following strategic choices:
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• Make a switch and cooperate with health insurances to make the businesses partly public and 
partly private. It would create a system to work alongside its competitors.

• Make the scope smaller to reach the clients by indicating the essence of the services you are sell-
ing. First of all, by reinsuring the importance of professionalism within care and make your busi-
ness easily accessible by going to client’s houses.

• Focus on the elderly, because not only is Portugal an aging country, the elderly are recognised as a 
target group in need and there is a high demand for more care due to the high number of emigrants 
the and growing number 2 of workers within a household.

• Pursue the strategies by maintaining communication with other professionals of the field and the 
government in order to share the results and outcomes from this new service. It is a manner to 
also reinsure them of the quality and the effect that innovative methods can bring and how it can 
eventually lead to return of investment.

The final step would be to make the strategy happen. As was stated earlier on in the research, this 
would not necessarily need to be a big obstacle. Anybody can start a business online with a start capital 
of €1, - . Before starting though, it is of the essence to first clarify all the doubts in regard to this innova-
tive company. Also, it would be interesting to reach out to the government and share the findings and 
ideas regarding this business plan.

FUTURE RESEARCH DIRECTIONS

Further research could consider also conducting interviews in the Netherlands as this dissertation is 
mainly focused on the Portuguese care system and culture. It is compared with the general Dutch WMO 
(The Dutch Social Act) approach, but it could be further refined by also comparing it with other social 
care approaches from the Netherlands and focus more on the element of the Dutch culture.

Additional research could also mean conducting a survey amongst Portuguese citizens to either con-
firm or deny ideas about the Portuguese culture that have been discussed during the gathering of data. 
Outside of interviews with experts of the field, it could be interesting to interview business analytics 
that focus their main attention on innovation to also hear their perspective and ideas on this organisa-
tion. Furthermore, an interesting follow - up research could be about the drug use of Portuguese citizens 
and, in particular, the anti - depressants. Where this high number comes from, the effectiveness, the 
entire process, etc. By creating a clearer picture on the drug use, it could be monitored better and based 
on the results, improvements could be set in place. This could be the set up to improve the methods by 
implementing preventive methods instead of using medication as a solution.

CONCLUSION

Based on multiple studies, a common understanding to what should be considered a strategic analysis 
was described in order to better understand what an environmental analysis to should lead to. Performing 
an environmental analysis on the social sector of Portugal begun by gaining a deeper understanding on 
this process and its appropriate tools. Chapter II, first, demonstrates the four layers of the environmental 
analysis: the macro environment, the industry or sector, the competitors and the organisation, based on 
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the theory of Johnson, Scholes and Whittington (2008) and after it indicates the appropriate tools for 
each layer. These tools are: PESTEL, Porter´s 5 forces, Power - interest matrix and the SWOT, Through-
out the research it became clear that certain concerns, that seemed to be important at the beginning, 
such as determining the target group, appeared to be les vital in a later stage. On the other hand, points 
that seemed to be unimportant, such as the governmental role, turned out to be rather significant. After 
explaining the tools that would be applied, in chapter II and presenting the methods in chapter III, the 
data gathering begun. The desk research indicated that there are several noteworthy differences between 
Portugal and the Netherlands. The Netherlands has been working on its social acts for a longer period 
of time and Portugal has fewer financial resources to support its social sector. Factors that were taken 
into consideration here, were: the financial mechanism, history, culture and current graphics. During the 
gathering of secondary data, rather than being locked into one set of questions for all the interviewees, 
it was chosen to adjust the questioning to each individual. They were asked about the particularities 
of a subject that they knew best. Eventually, this led to a dynamic research where multiple levels were 
explored and many ideas and opinions where shared. When combining these outcomes with secondary 
data, the credibility increased and it allowed the tools and models to be processed, based upon a complete 
and extensive amount of data. Eventually, this led to a clear conclusion in order to answer the research 
problem: to determine the possibilities of starting a successful commercial business within the social 
welfare sector of Portugal.

The research shows that there is a need and urgency to strengthen the social care in Portugal. The cur-
rent generation of elderly can still rely on the historical Portuguese model of social support from family, 
neighbours and denominations. However, due to the economic, cultural political and social developments, 
this social care system, does not appear to be sustainable. This creates a business opportunity for a new 
type of business that responds to the high demand within the social sector, especially focussing on the 
elderly in this aging country. The main threat, however, would be the financial mechanism. As there is a 
collective problem due to limited financial resources, the government can be held responsible. It is called 
a collective problem, because not only do the public systems appear to be overloaded, the satisfaction 
levels of Portuguese citizens are low and the medication usage is high.

For that reason, it could be considered to be the right time for a shift in the sector. A commercial 
business that provides a high level of professionalism can be a great opportunity for both the organisa-
tion and the government. It does, however, require financial support from the government as citizens 
have little financial possibilities. As the critical success factor for this business is highly depending on 
an external factor, the government´s financial support, it can be considered that it is still too early to start 
a commercial business in the social care sector of Portugal today. There are too few financial recourses 
available and there is still too little recognition of value to start within the private sector. The option 
right now would be to start this business as an association in order to build reputation and test how it is 
received by the people. After a couple of years and an increase in stability, it can be decided to make it 
commercial. By that time, perhaps there also has been a drastic change of the care system, which could 
create new opportunities to commercialize this business.
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