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Abstract 

 

The purpose of this thesis is to present an empirical finding in the area of culture and 

entrepreneurial intention. The author developed an entrepreneurial culture measure 

regard to values of proudness and prejudice based on the data from the World Values 

Survey. Entrepreneurial intention as the dependent variable was draw from Global 

Entrepreneurship Monitor Consortium (GEM)’s 2006 dataset. The data sample 

contains 27 countries. The result shows the newly developed culture measure is 

negatively correlated with entrepreneurial intention, which means countries have high 

level of prejudice towards certain social groups such as women or immigrants could 

lead to lower level of entrepreneurial intention. A series of robustness tests were 

conducted to test the fitness of the model. In general these tests do support the 

robustness of the finding. However as for the shortage of the small sample size, future 

research is still needed to confirm this finding.     
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Chapter 1 Introduction  

Entrepreneurship has long been considered the dynamic force for economic growth, 

technological innovation and the generator of new jobs (Schumpeter,1934; Birley, 

1987; Davidsson,1995).As for the determinants of entrepreneurship, economic 

factors such as national growth rates could partly explain the variation of 

entrepreneurship (Reynolds et al.,1999). Demographic factors such as population 

growth and education level were also expected to exert certain effect on 

entrepreneurship (Amington and Acs ,2002; Lee et al.,2004). According to 

Wennekers et al.(2002), factors of culture and institution could be very important  

to explain cross-country differences of entrepreneurship. 

In the field of culture values associated with entrepreneurship, McClelland (1961) 

argued that the need of achievement is a driving motivation for entrepreneurial 

activity. Hofstede (1980) proposed a correlation between his four culture dimensions 

with entrepreneurship. Specific traits and values such as locus of control 

(Brockhaus,1982), risk-taking propensity (Brockhaus,1980), self-efficacy (Boyd & 

Vozikis,1994) are argued as key elements of predicting entrepreneurship as well. 

Lynn (1991) provided evidence of correlation between competitiveness and 

valuation of money with entrepreneurship at a national level. Davidsson & Wiklund 

(1996) conducted an empirical research at a regional level in Sweden and identified 

the effect of culture values on new firm formation. Suddle et al(2007) developed a 

culture measure which contains elements of need of achievement, initiative and 

locus of control, and find a significant correlation with nascent entrepreneur rate. 

The theory and findings in this area could be fruitful however some of the results 

were criticized for lack of robustness test and insufficient of use economic models. 

(Beugelsdijk and Smeets, 2008; Morris et al,1994) 

Entrepreneurial intention as a strong predictor for future entrepreneurship and key 

construct in research on new business formation has gained more concern recently 

(Thompson,2009). Empirical researchers consider entrepreneurial intention as 

dependent or independent variable could be plenty (Brandstätter,1997; Davidsson, 

1995; Frank & Lüthje, 2004; Hmieleski & Corbett, 2006). However many of these 

studies were criticized for lack of identification of unify measure for entrepreneurial 

intention (Thompson,2009). 

The purpose of this paper is to present an empirical finding which identifies the 

correlation between culture values regard to prejudice and entrepreneurial intention. 

The culture measure that measure proudness and prejudice was calculated based on 

the data from World Values Survey. Entrepreneurial intention as a dependent 

variable was draw from Global Entrepreneurship Monitor Consortium (GEM)’s 2006 
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dataset. The result indicates there is a negative correlation between the developed 

culture measure and entrepreneurial intention at a statistically significant level 

which means that countries have high level of prejudice could result lower level of  

entrepreneurial intention. To test the fitness of the model, series of robustness tests 

were conducted. I firstly run a robust regression to compare with the OLS model. To 

avoid drawing an unjustified causal conclusion, I generated two substitute culture 

measures regard to prejudice by using different methodology and data to replace 

the original methodology and data in the model to see if there is still significant 

correlation. Moreover I use other existing entrepreneurship culture measures as a 

predictor for entrepreneurial intention to test if the new developed culture measure 

has better performance. As for the limitation of this study, the country sample 

although well distributed with different culture, location and economic development, 

however due to the data limitation of both GEM and World Value Survey, the size of 

sample is 27 which is admittedly small and I encourage further research to confirm 

this finding. 

The structure of the thesis: I first briefly describe some previous studies focus on 

culture and entrepreneurship, and further the reason of choosing proudness and 

prejudice values as an entrepreneurial culture measure. Then I present the empirical 

research and data I use. Next I show the result of the regression and further 

robustness tests. Finally is the part of discussion and conclusion.      
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Chapter 2 Literature review  

The argument that there could be a relationship between culture and 

entrepreneurship is not new. In the 2002 Global Entrepreneurial Monitor executive 

report, Reyonlds et al. (2002) indicate the fact that some counties such as 

Anglo-Saxon countries consistently show better performance of entrepreneurial 

activities, however some countries (such as Belgium) always have low values on 

different indicators for entrepreneurship. Many entrepreneurship theorists (e.g. 

Schumpeter, 1934; McClelland, 1961; Hofstede,1980; Illeris, 1986; Thomas and 

Mueller, 2000) suggest culture could be a factor to explain these cross-country 

differences. Other scholars (e.g.Lynn,1991; Shane, 1993; Davidsson,2004; 

Wennekers et al 2005) conducted empirical research in this area. The findings do 

support certain social values could be a fundamental factor for the motivation of 

new firm formation. 

McClelland is the first author and a psychologist who argued that the need of 

achievement is the driving motivation for entrepreneurial activity. (McClelland, 

1961). Then some scholars (e.g. Schatz,1965; Beigelsdijk and Smeets, 2008) criticized  

the analysis lack of robust results and use measures such as the changes in electricity 

generation to measure economic development could be inappropriate. 

Then many behavioral studies towards culture values and entrepreneurial behavior 

were conducted according to Hofstede’s four culture dimensions. More specifically 

Hofestede argued cultures high in individualism, low in uncertainty avoidance, low in 

power-distance, and high in masculinity could correlate with a higher rate of 

entrepreneurship. Shane(1993) found that uncertainty avoidance was negatively 

associated with innovation in 1975 and 1980. Individualism was positively associated 

with innovation from the data in 1976 but not find significant result from the data in 

1980. These results indicate that the association between specific culture 

dimensions is not temporally stable. Morris et al. (1994) found that there is a 

correlation between individualism and entrepreneurship based on the interpretation 

of willingness to violate norms and the level of achievement motivation. These 

findings suggest that there may be an optimal level of individualism. Further Pinillos 

and Reyes (2009) found more evidence which suggest that there is no relationship 

between individualism and entrepreneurship in the same way in countries in 

different level of economic development. This means the theory has extreme 

difficulties of explain entrepreneurship regard to culture differences. 

Lynn(1991) conducted a survey to measure cultural values of students from 41 

countries and then generated an index to measure entrepreneurial attitude. The 

correlation between values of competiveness, orientation of money with 

entrepreneurship was identified. However, as for the methodology he only use 

economic growth rate as dependent variable and other psychological factors as 
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predictors without including control variables which could influence economics. 

Granato et al. (1996) developed an achievement motivation indicator and relate this 

to economic growth based on a 25 countries’ sample from the data set of World 

Value Survey. However Beugelsdijk and Smeets (2008) suggested that their positive 

correlation between entrepreneurial culture and economic growth is based on weak 

measures and omitted variables. 

For some regional level studies, Davidsson and Wiklund (1997) used different 

economic control variables (small firm density; population size, density, and growth 

rate; unemployment level) for the purpose to control for structural factors to 

identify the correlation between culture values and economic growth. In their study, 

values such as need for achievement, need for autonomy, beliefs such as social 

status, societal contribution were tested as entrepreneurial culture values. However 

only marginal effects were found for the influence of culture on entrepreneurial rate, 

the consistence between values and entrepreneurship has not been identified. 

Lee, Florida and Acs (2004) use a measure of the proportion of artistically creative 

people in the region called Bohemian Index, a measure of concentration of same-sex 

male unmarried partners called Diversity (or Gay) index and Melting Pot Index which 

measure population is foreign born as predictors for new firm formation. They use 

the Bohemian Index to represents creativity, the Melting Pot index and Diversity 

index to represent diversity. The result indicates culture of creativity overall 

correlated with regional entrepreneurship but only the diversity index correlated 

with firm formation further research about diversity and entrepreneurship still 

needed. 

Suddle et al (2007) developed a culture measure which reflects ‘initiative’, ‘achieving 

behavior’ and ‘personal influence on one’s own life’, which claimed to be key 

constructs based on previous trait research on entrepreneurship. The data source is 

from World Value Survey. They found a positive correlation between their culture 

variable and nascent entrepreneurs rate. The result could imply that need of 

achievement, locus of control and innovation could be the factors influence 

entrepreneurship however this empirical research also lacks of robust results, for 

instance by using robust regression technology. Added previous four culture 

measures related to entrepreneurship in the model, three of them show insignificant 

correlation with entrepreneurship and one is significant but with a negative sign. 

Their result seemed to be mixed and need further investigation. 

In general most studies of culture and entrepreneurship suffer from problems of lack 

of use proper economic variable as control in the model; some results were lack of 

robustness tests, difficulties of explain east and west cultures and omitted problems. 

As for the theoretical part most scholars contributes the need of self-achievement, 

self-efficiency, locus of control, risk avoidance, individualism as the motivation 

factors for entrepreneurial activity. (McClelland,1961; Rotter,1966; Beugelsdijk,2007; 
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Hofstede,1980). However these values such as individualism could face difficulties of 

explaining entrepreneurial activity in collectivism countries for these countries value 

more of team work rather than individual contribution, as Pinillos and Reyes (2009)’s 

work implied. 

It could be crucial to find a value which could be universally accepted across 

different cultures and sufficient to explain entrepreneurship. This thesis proposed 

think from a different perspective, since most studies focus on values such as 

self-achievement, self-efficiency, individualism which generally considered as good 

and positive values in western culture and understand differently in east culture. 

How about focus on values which could considered as negative or bad. C.S Lewis 

(1943) wrote in his book The Abolition of Man, no culture or country in the world 

considers some acts such as rape and murder not as evil. Sins could be more 

universal cross different cultures and understand in the same way. In this case 

prejudice values could be the negative values correlated with values such as 

self-achievement, self-efficiency, and locus of control with the link of self-esteem. 

Judge, et al. (2002)’s meta-analytic results indicated that self-efficacy, self-esteem, 

neuroticism and locus of control were strongly positively related. Covington (1989) 

reported that level of self-esteem positively correlated with achievement, he found 

if self-esteem increase so was the achievement scores, vice versa. Jordam, Spencer & 

Zanna (2005) identify the prediction that individual with high explicit self-esteem 

when threatened by low implicit self-esteem are more likely to discriminate 

ethnically. Latest research conducted by Allen & Sherman (2011) identified ego 

threats increase prejudice which imply prejudice is highly correlated with low 

self-esteem. Since high self-esteem is positively related to achievement, 

self-efficiency, locus of control, those are also positively correlated with 

entrepreneurship from previous theoretical point of view. At the same time low 

self-esteem is correlated with high level of prejudice, it’s logically to argue that 

countries have prejudice attitude towards certain social groups may have lower rate 

for entrepreneurship. It’s interesting to investigate negative or “sin” values such as 

prejudice values may correlated with self-achievement, self-efficiency values claimed 

as determinants for entrepreneurship would be a culture predictor for 

entrepreneurship. So I present the hypothesis here in this paper:  

H1: Countries have high level of prejudice towards certain social groups– ceteris 

paribus-have lower entrepreneurial intention.  

This study uses an eclectic framework developed by Verheul, et al. (2002) to explain 

entrepreneurial intention with series of robustness tests. This data sample is well 

distributed across countries with different culture, location, and economy 

development. The possibility for this culture measure consequently related to 

entrepreneurial intention was also tested. All these characteristics enhance the 

persuasion of the result and provide strong support that culture values do matters in 

explaining some aspects of entrepreneurship. The finding of this newly developed 
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culture measure regard to prejudice values as a predictor for entrepreneurial 

intention could enrich the literature in the area of culture entrepreneurship. This 

finding could provide evidence and inspiration for culture entrepreneurship theorists 

for new theory building. Finally the result from certain perspective could help policy 

makers to make policy focus on stimulate entrepreneurial culture. 
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Chapter 3 Methodology and data  

This section provides a general description of methodology, the measure of 

entrepreneur intention and entrepreneur culture. In addition, control variables and 

econometric issues are discussed.  

3.1 Dependent variable 

The dependent variable is from the Global Entrepreneurship Monitor Consortium 

(GEM) 2006 dataset, this study included 27 countries and the age of the individuals 

as representative samples is between 18 and 64 years. Table 1 summarized it. As for 

the explanation for the small sample size, the main reason is because only the 27 

countries both in the data set of GEM and World Value Survey could provide all the 

data required in the study, especially the question data to composite the culture 

measure. (In this case Peru both existed in GEW and WVS however the specific 

question of proud of nationality was not surveyed in Peru.) The GEM data set 

provided rich variables about entrepreneurial activity from motivation, cognition, 

finance to execution. The main concern of this paper is entrepreneurial intention, 

the GEM describe the index of entrepreneurial intention in a very statically clear way 

which is the percentage of 18-64 population (individuals involved in any stage of 

entrepreneurial activity excluded) who intend to start a business within three years. 

Table 1  Countries included in this study  

Country  Entrepreneurial 

intention  

Country  Entrepreneurial 

intention  

Argentina 

Australia 

Brazil 

Canada 

Chile 

China 

13.4 

10.6 

19.1 

6.3 

22.3 

24.7 

Malaysia 

Mexico 

Netherlands 

Norway 

Russia 

Slovenia 

9.1 

15.7 

3.8 

6.2 

6.1 

7.3 
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Finland 

France 

Germany 

Great Britain 

India 

Indonesia 

Italy 

Japan 

5.1 

13.3 

5.3 

5.6 

31.3 

30.2 

8.3 

2 

South Africa 

Spain 

Sweden 

Thailand 

Turkey 

United States  

Uruguay 

6.8 

4.4 

9.3 

26.4 

20.1 

7.1 

14.5 

Source GEM 2006 

It should be stressed that there is a large cross country variation even in such a small 

sample of only contain 27 countries. The data of entrepreneurial intention 

distributed between a minimum of 2% in Japan and a maximum of 31.3% in India. 

Also for the culture and regional variation, there are 6 Asian countries which are 

China, Malaysia, Thailand, India, Indonesia and Japan. 5 Latin American countries 

include Argentina, Brazil, Chile, Mexico and Uruguay. There are 12 European 

countries and developed economies shared with the same culture roots such as 

Australia, Canada and United States. And one Africa country, the South Africa in this 

sample. This sample is well distributed across countries with different culture, 

location, and economy development thus more convictive if the result could explain 

cross culture differences. 

3.2 The composite measure of culture values of prejudice   

3.21 Data description  

This newly developed measure is based on data from the World Values Survey (WVS) 

dataset of 2005-2008 waves. The WVS is a global research project conducted in 

almost 100 countries, and is the only source of empirical data on attitudes covering a 

majority of the world’s population. Using the 2005-2008 wave, four underlying 

indicators derived as the composite factor for the culture values related to 

entrepreneurial intention. Most of the data are obtained in 2005 and 2006, which 
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matches the data of entrepreneurial intention. The measure is based on the four 

questions surveyed by World Value Survey.  

The four questions are: 

i)  Proud of nationality 

Question: How proud are you to be [Nationality]?  

Possible answers: 1 Not at all proud 2 Not vary proud 3 Quite Proud 4 Very Proud 

ii) Jobs scarce: Employers should give priority to (nation) people than 

immigrants 

Question: Do you agree or disagree with the following statements? When jobs are 

scarce, employers should give priority to [Nation] people over immigrants 

Possible answers: 1 Disagree 2 Neither 3 Agree 

iii) Men make better business executive than women do 

Question: For each of the following statements I read out, can you tell me how much 

you agree with each. Do you agree strongly, agree, disagree, or disagree strongly? 

On the whole, men make better business executives than women do. 

Possible answers: 1 Strongly disagree2 Disagree 3 Agree 4 Agree strongly  

iv) University is more important for a boy than for a girl 

Question: For each of the following statements I read out, can you tell me how much 

you agree with each. Do you agree strongly, agree, disagree, or disagree strongly? A 

university education is more important for a boy than for a girl 

Possible answers: 1 Strongly disagree2 Disagree 3 Agree 4 Agree strongly  

The score for each nation reflect the percentage of respondents giving the indicated 

answers categories on these questions.  
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3.22 The validity of the data related to prejudice value   

It’s important to issue the question what is proudness and prejudice? And what kind 

of specific values could well reflect this particular prejudice values? Allport(1954) 

noted ”ethnic prejudice is an antipathy based upon a faulty and inflexible 

generalization.” Samson (1999) described prejudice “involves an unjustified usually 

negative attitude towards other because of their social category or group 

membership”. According to Brown (2010) prejudice and proudness could be felt or 

expressed, and directed toward a group as a whole or an individual for this individual 

been categorized to that group. As for some specific examples of prejudice it could 

be racism, sexism, nationalism, sexual orientation according to previous literature 

(Blackwell, et al, 2003; Dovidio, et al, 2005; Anderson, 2010). In the question set, 

question i reflect the attitude towards nationalism, this specific question survey had 

been particular used as a measure for patriotism and nationalism by Morse & Shive 

(2010). Question ii reflect the nationalism in the job market. According to Dovidio et 

al (2005) sexism generally refer to negative female sentiments that females are less 

capable than males and Question iii and iv both appropriately address to this 

definition. Based on previous literature the four questions could be considered fit for 

the representative for the values if proudness and prejudice. 

3.23 The composition of the new culture measure  

The purpose for constructing these four indices is to convert the large number of 

data into a single set of values which could represent the core similar component 

during these variables, in this case the value of prejudice inhabited in the data of the 

four survey questions. Based on previous literature of analysis of WVS data 

(Suddle,et al, 2007,Inglehart and Carballo, 1997).The new culture measure is 

generated by applying the methodology of principal components analysis (PCA) and 

Cronbach’s alpha. Cronbach’s alpha is widely used in the social science as a measure 

of the internal consistency or reliability for a group of variables measure a single 

latent variable. A higher alpha means a more reliable test result, however if there 

are multidimensional structure in the group variables the result would be 

wrong.(Bland and Altman 1997).PCA could effectively reduce data to one set of 

values based on possible multidimensional structure in these variables; by using 

covariance matrix the most common factor inhabited in all the data could be 

generated.(Jolliffe 2002)  
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I firstly compute an index based on each survey question to represent the tendency 

towards proudness and prejudice. The higher score shows a higher tendency of 

prejudice. For instance, Question i: the score = 1*percentage of respondents chose 

not at all proud + 2* percentage of respondents chose not very proud + 

3*percentage of respondents chose quite proud + 4* percentage of respondents 

chose vary proud. The higher score represent a higher tendency of nationalism. Then 

the four indices were converted to the culture measure of prejudice values by using 

principal components analysis. Here are the results of test of reliability of the new 

measure.  

Cronbach’s alpha’s results indicate the scale reliability coefficient is 0.7046 

suggesting the measure is reliable in the sense of ‘internal consistency’.  

Figure 1 Scree plot of eigenvalues after pca 

 

One rule to consider how many factors should be retained for analysis in Principal 

Component Analysis is to consider those with eigenvalues over 1. As the graphic 

shows only one factor need to be predicted which means there is one common 

structure in the data could be significant. This also could imply there is a strong 

common component during the four variables in this case could refer the value of 

prejudice.    

Table 2 Kaiser-Meyer-Olkin measure of sampling adequacy 

Variable                                                     kmo  

Pound of nationality                                           0.6670  

University is more important for boys than girls                     0.6922  
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Scree plot of eigenvalues after pca
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Men make better decision than women                           0.7086  

Job scares give more priority to national people than immigrants       0.8593  

Overall                                                      0.7402  

 

The result of Kaiser-Meyer-Olkin test for sampling adequacy is 0.7402. According to 

Kaiser (1974) the principal components analysis is a middling one and could be 

accepted.  

3.3 Methodology  

In this paper a cross country study with three series of regression were conducted to 

test if there is a correlation between entrepreneurial intention with culture values 

regard to prejudice and pride. Firstly, I use OLS and robust technology to regress 

entrepreneurial intention with culture set value and other control variables. To avoid 

drawing an unjustified causal conclusion, I generated two substitute culture 

measures regard to prejudice replace the original culture measure in the model to 

see if there is still significant correlation. Similar variables related to proudness and 

prejudice from World Value Survey was added to replace old variables to compute a 

new culture measure to control from the data level. Instead of use the original 

methodology the principal components analysis, I use a simple approach which takes 

the mean value of the WVS data as another substitute culture measure. So the 

chance for methodology bias was tested. Thirdly, I use other culture measures 

including the achievement motivation index developed by Granato, Inglehart and 

Leblang (1996), Geert Hofstede’s culture dimension index to make a comparison. 

Finally I added more control variables and randomly delete some countries’ data to 

further test the robustness of the model. 

3.4 Control variables  

When we study the relationship between culture and entrepreneurial intention, 

other factors that may influence venture creation must be considered. In this study I 

followed the eclectic framework developed by Verheul et al (2002).This framework 

use a model including factors of economic, technological, demographic, culture and 
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institutional as the explanatory variables to determine entrepreneurship. According 

to Wennekers (et al 2005) “this framework is necessarily multidisciplinary in nature 

and distinguishes between various economic and noneconomic domains”. In this 

study I choose some independent variables following this framework. 

Economic factors: In this paper the GDP per capita as the measure of level of income 

and unemployment rate were selected to represent economic factors that could 

contribute to entrepreneurial intention. Reynolds (et al .1994) suggested level of 

income could affect the demand side of entrepreneurship. The income level also 

influences the amount of capital in an economy which could be very important for 

potential entrepreneurs. As for the unemployment rate, the effects for 

entrepreneurship could be mixed. At one side the unemployment rate as an 

indicator for the macroeconomic situation which reflect the demand-side for 

economic activities such as entrepreneurship. At the same time, unemployment 

could increase the intention for entrepreneurial activity for this could an alternative 

choice for making a living (Audretsch and Thurik, 2000; Nyström,2008). The variable 

GDP per capita, PPP (constant 2005 international $) and unemployment rate were 

obtained from 2006 World Development Indicators database of the World Bank.  

Institution factors: To control for the institutional factors, I added indicators of size 

of government and legal structure and security of property rights as control variables. 

Nyström (2008) found size of government is negatively correlated with 

entrepreneurial activity and legal structure and security of property rights exert an 

positive effect on entrepreneurship in a 23 country panel data study. A big size of 

government refers a large public sector which could decrease the market 

competiveness to be an entrepreneur. Private property rights and the institutions of 

legal quality are crucial to provide a strong protection of wealth generated by new 

entrepreneur and thus could be curial for entrepreneurial intention. This paper 

added variables of size of government and legal structure and security of property 

rights from the economic freedom of the world index 2006 dataset, assembled by 

the Canadian Fraser Institute. 

Demographic factor: Armington and Acs (2002) suggested population growth is 

expected to have a positive effect on entrepreneurship. For larger population 

provided new market and opportunities for entrepreneur activities. Also the 

increasing population could affect the supply side of entrepreneurship for more 

people have to engage in these activities to make a living. In this study I use the 

annual population growth in 2006 as the demographic factor. The data is also from 

2006 World Development Indicators database of the World Bank. 



 

14 

 

Table 3 Descriptive statistics  

Variable                           Obs     Mean      Std. Dev.  Min    Max 

Entrepreneurial intention                 27      12.38       8.49     2.00    31.30 

Culture measure                        27       0          1.64    -3.26     3.00 

Log GDP per capital                      27       9.72       0.83     7.82    10.78 

Unemployment                         27       7.33       4.48     1.22    25.5 

Size of government                      27       6.13       1.34     2.48     7.82 

Legal structure and security property right   27       6.89      1.42     3.93     9.01 

Population growth                      27       0.79       0.54     -0.46     1.78 

 

Entrepreneurial intention denote to the percentage of 18-64 population (individuals 

involved in any stage of entrepreneurial activity excluded) who interested to start a 

business within three years. 

Culture measure refers to the new composite measure of values of proudness and 

prejudice based on the data from World Value Survey.    

Log GDP per Capital is the nature log of GDP per capital based on purchasing power 

parity (PPP) in 2006. The GDP has converted to constant 2005 international dollars 

using purchasing power parity rates according to the source World Bank Databank.  

Unemployment refers to the share of labor force that is without work but available 

for and seeking employment. India’s unemployment was not available from World 

Bank I searched from CIA Factbook and the value of the variable was added. 

Size of Government is the measure refers to the level of government intervenes in 

the economy through consumption, redistribution, public investments, and marginal 

taxation. Data from the economic freedom of the world index 2006 dataset, 

assembled by the Canadian Fraser Institute. 
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Legal structure and Security of property right is the measure of protection of persons 

and the rightful acquired property. This measure contains information of rule of law, 

security of property rights, an independent judiciary, and an impartial court system 

according to the economic freedom of the world annual report. Data from the 

economic freedom of the world index 2006 dataset, assembled by the Canadian 

Fraser Institute. 

Population growth refers to the annual growth rate of population in a country from 

2006 to 2007. Dada source is World Bank Databank 

3.5 Other culture measures   

To see if this culture measure show merits of predict entrepreneurial intention than 

previous entrepreneurial culture measures, I make a comparison with Granato, 

Inglehart and Leblang’s Achievement motivation index (GIL motivation index) and 

Geert Hofstede’s culture dimensions (IDV index). The GIL motivation index is also 

based on World Value Survey. The GIN achievement index is computed with four 

question resources towards attitudes of the importance of thrift, determination, 

obedience and faith in children home education. The index is calculated by using the 

percentage of respondents who consider thrift and determination as important 

qualities minus the respondents who chose obedience and faith as important 

qualities. Based on their study they found positive effects of their motivation index 

towards entrepreneurship (Granato et al. 1996). Another culture measure is the 

individualism index from Geert Hofstede’s culture dimensions (IDV index). Hofstede 

argue that societies in which the ties between individuals are loose trend to have 

higher rate of entrepreneurship. Which means individualism is positively correlated 

with entrepreneurship (Hofstede,1980) In this study, I added these two measure as 

comparison. 

Another important aspect need to be considered is to avoid making an unjustified 

causal conclusion. For there could still be doubt if this newly developed culture 

measure happened or accidently have a significant correlation with the dependent 

variable. To solve the problem I generated two substitute culture measures regard to 

prejudice values to control from methodology level and data level. For the 

construction of the two substitute measures, Substitute Culture Measure 1 is 

generated by use another two WVS survey data which similarly regard to prejudice 

values as data source to replace two of the original four data sources. Substitute 

Culture Measure 2 is generated by apply the simplest method to take the mean 

value of index for the four WVS questions related to prejudice. The specific 

introduction and explanation is presented in section 4.2.  
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Chapter 4 results  

4.1 Some cross country tests 

Firstly an OLS regression was made to explain the entrepreneurial intention variables. 

The result was reported in table 4. The result of the robust regression is also 

included in this table in model 1. The robust regression technique could reduce the 

error if the outlier results from non-normal measurement or violated the OLS 

assumptions. 

Table 4 Determinants of entrepreneurial intention  

                                Model 1                                            Model 2                        

Entrepreneurial Intention                                                                                                   

                                     OLS          RR                               OLS         RR                 

Pride and prejudice Culture measure    -2.122***      -2.237***                        -1.871**      -2.020***         

                                  (-2.93)         (-2.84)                          (-2.73)        (-2.87)          

Log GDP per capita                  -12.56***       -12.48***                       -11.89***     -12.00***  

                                 (-7.32)          (-6.70)                          (-8.37)        (-8.22)  

Unemployment                     -0.564***       -0.575***                       -0.532***     -0.553***       

                                 (-3.34)          (-3.14)                          (-3.23)        (-3.27)         

Size of government                  0.815           0.682                                         

                                 (1.28)          (0.99)                             

Legal structure and property right      0.407          0.249                                                     

(0.52)        (0.29)                                         

Population growth                  1.640          1.818                          2.375*        2.523*       

                                 (1.12)          (1.14)                          (1.76)         (1.82)            
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_cons                      129.5***        130.4***                       130.1***      130.9***          

                            (8.61)           (7.98)                         (9.00)          (8.82)            

 

Observation                  27             27                            27             27            

Adjusted R2                     0.821          -                                 0.849          -               

F statistic                     20.83         17.48                            30.98        29.16              

RMSE                        3.599          -                               3.588         -        

Ovtest                        0.795          -                              0.878         -              

Breusch-Pagan test              0.954          -                              0.707         -         

White test                     0.409          -                              0.369         -                

VIF test                      mean 2.21  (max 4.02)                       mean 1.88 (max 2.78) 

t statistics in parentheses 

* p<0.10, ** p<0.05, *** p<0.01 

As for the specification of the OLS model in model 1. The explained variance is 82% 

and the F-test for joint inclusion is significant, the model explain the variation quite 

well. To test the problem of omitted variables, the p-value of ovtest is 0.79 so the 

hypothesis that the model has no omitted variables cannot reject at 79% and 87.8% 

level. Breusch-Pagan test and White test were conducted to test the problem of 

heteroskedasticity. The results are 0.954 and 0.409 respectively which shows the 

possibility of heteroskedasticity problem in the model is low. As for the test for 

multicollinearity, the mean values of VIF is 2.21 and with a max value of 4.02. The 

result passed the test of multicollinearity. In general the specification for the OLS 

model is fairly good. 

As for the result, at the first glace the culture measure variable is strongly negatively 

correlated the dependent variable at (p<1%) level in the OLS model and the p value 

in the robust model is 0.1 and in this case belong to the 5 % level of significance 

which means pride and prejudice values could exert negative effects for 

entrepreneurial intention as expected. As for the explanation of the increased of the 

p value, one possible reason is due to the large variation between of entrepreneurial 
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intention between countries. The figure 2 below indicates the data with an 

entrepreneurial intention higher than 30% could have the possibility to be treated as 

outliers. In this case refers to India and Indonesia with a 31.3%, 30.2% 

entrepreneurial intention respectively. It should point out the p value increased from 

0.008 to 0.010 which is rather small and the effect of potential outliers is quite 

limited. As for the result is still significant at 5% level, this could imply there is indeed 

a negative correlation between the prejudice values and entrepreneurial intention. 

As for the economic factor the results indicate the economic development (GDP per 

capita) is significantly negatively correlated with entrepreneur attention, according 

to Wennekers et al (2005) there is a U shape relationship between economic 

development with entrepreneurship, which means entrepreneurship is negatively 

correlated GDP per capita and positively correlated with the term of square of GDP 

per capita. As this paper did not mainly focus on the effect of economic 

development towards entrepreneurship I do not include the square of GDP per 

capita term. The result is consistent with his finding that there is a negative 

relationship between entrepreneurship and GDP per capita. Interestingly enough the 

unemployment rate is negatively correlated with entrepreneur intention, the result 

is significant at (p<1%) level. Though the rise of unemployment could increase the 

need to consider entrepreneurship as an alternative choice to make a living, 

however the uncertain future economic situation could be a more influential factor 

to stop a new entrepreneur. Other control variables show no significant correlation. 

Figure 2 linear prediction of entrepreneurial intention and culture measure for 

prejudice  

 

In model 2 I deleted the institution variables for there seemed to be a strong 

correlation between these variables to the culture measure in the cross-correlation 

table and do not show significant result between the dependent variable. This also 
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consistent with idea that culture could relevant to institution factors such as social 

norms or the law (Williamson,2000). We found that the specification of the new 

model improved, the explained variance increased to 84.9 % and all other results for 

test omitted variable and heteroskedasticity is satisfying. As for the inter correlation 

indicator the result of VIF test shows that the max value of VIF decreased from 4.02 

to 2.78 and so was the average value decreased from 2.21 to 1.88. The result proved 

that the institution factors could correlate with the pride and prejudice  measure. 

The most notable change of the result is the variable of population growth become 

significant at 10% level. The relationship towards entrepreneurial intention is 

positive which fit the Armington and Acs (2002)’s suggestion. The significance of GDP 

per capita and unemployment rate still unchanged. As also mentioned for the 

variation distance, the significance of the culture measure increased from 5% level to 

1% level. The p-value is still around 1 % and the change is rather small. The result 

could be accepted at least significant at 5% level. 

4.2 Comparison with substitute culture measures 

It’s important to consider the problem of the risks to make an unjustified causal 

conclusion. For there could be doubt about this newly developed culture measure 

happened or accidently have a significant correlation with the dependent variable. 

To solve the problem I generated two substitute culture measures regard to 

prejudice values to control from methodology level and data level. 

Substitute culture measure 1: To control for the source of data, two similar variables 

related to proudness and prejudice from World Value Survey to replace two old 

variables to compute another new culture measure. Specifically I use the question 

survey “Job scarce: Men should have more right to a job than women” and “Men 

make better political leaders than women do” as the new variables to replace the 

old question variables “Job scarce: Employers should give priority to (nation) people 

than immigrants” and “Men make better business executive than women do”. As for 

the reason to choose these two questions: Firstly the two questions  both reflect to 

sexism prejudice as relevant to the study subject. Secondly these questions are very 

similar to the original questions but since the question is different the data are 

totally different so the purpose of test if there is a consequence of chose specific 

question in the original study to explain the significant correlation could be achieved. 

The question description and test result for PCA is illustrated here. 

i)  Jobs scarce: Men should have more right to a job than women 
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Question: Do you agree or disagree with the following statements? When jobs are 

scarce, men should have more right to a job than women 

Possible answers: 1 disagree 2 neither 3 agree 

ii) Men make better political leaders than women do 

Question: For each of the following statements I read out, can you tell me how much 

you agree with each. Do you agree strongly, agree, disagree, or disagree strongly? 

On the whole, men make better political leaders than women do 

Possible answers: 1 strongly disagree 2 disagree 3 agree 4 agree strongly 

The Cronbach’s alpha of the four question variable is 0.8241 which suggest that 

measures are reliable in the sense of ‘internal consistency’. After PCA of the four 

variables the result of Kaiser-Meyer-Olkin test for sample adequacy is 0.6942, 

according to Kaiser (1975) the result is acceptable however is mediocre. The results 

of comparison with the original OLS model were represented as well. 

Substitute culture measure 2: To control from the methodology perspective I take 

the mean value of the original four question indices to generate a substitute culture 

measure 2. 

Table 5 Result comparison of two new culture measures 

                                   Modle 4                   Molde 5                      Molde 6 

Entrepreneurial Intention   Pride and Prejudice’s Culture Measure   Substitute Culture Measure 1     Substitute Culture Measure 2           

                                OLS          RR           OLS            RR            OLS         RR 

Log GDP per capita                -12.56***   -12.48***     -12.35***     -12.30***        -12.03***    -11.79***  

(-7.32)     (-6.70)        (-6.46)        (-5.95)          (-7.09)       (-6.07)  

Unemployment                   -0.564***   -0.575***     -0.564***     -0.572***        -0.537***    -0.548**  

(-3.34)     (-3.14)        (-3.06)        (-2.92)          (-3.12)       (-2.78)  

Size of government                 0.815      0.682         0.598         0.513           0.875       0.694  

(1.28)      (0.99)         (0.90)         (0.72)          (1.32)       (0.91)  

Legal structure and property right     0.407      0.249         0.701         0.623          0.338        0.162  

(0.52)      (0.29)         (0.84)         (0.69)         (0.42)        (0.17)  

Population growth                 1.640      1.818         1.988         2.135          2.206        2.623  

(1.12)     (1.14)         (1.28)         (1.27)          (1.47)        (1.53)  

Pride and Prejudice Culture Measure  -2.122***  -2.237**  

(-2.93)    (-2.84)  

Substitute Culture Measure 1                               -1.683**       -1.718**  

(-2.26)        (-2.13)  



 

21 

 

Substitute Culture Measure 2                                                           -12.48**     -12.75**  

(-2.64)        (-2.35)  

_cons                          129.5***  130.4***        126.5***      126.9***    154.3***      154.6*** 

(8.61)     (7.98)          (7.64)         (7.09)        (6.66)         (5.82)   

             

Observation                      27       27             27            27          27            27  

Adjusted R2                         0.821     -               0.796           -           0.810            -            

F statistic                        20.83     17.48          17.91          15.28      19.50           14.68       

RMSE                            3.599     -              3.838          -          3.702           - 

 

t statistics in parentheses 

* p<0.10, ** p<0.05, *** p<0.01 

The result shows the substitute culture measure 1 is significantly negatively 

correlated with entrepreneurial intention. By taking new question variables to 

replace the original question variables to generate substitute culture measure 2, the 

result of this measure also shows significant negative correlation with 

entrepreneurial intention. These results proved that prejudice values do have certain 

effects towards entrepreneurial intention and it’s not an unjustified causal 

conclusion that the original pride and prejudice measure is correlated with the 

dependent variable. It should imply that as for the KMO test shows a worse score for 

acceptance than the original variable, thus it could be proper to use the original 

culture measure to represent pride and prejudice values. Even by using the simplest 

methodology to take the mean value of the four question index as the culture 

measure, the result is still significant at a 5% level. The comparison result could be 

persuasive that values related to prejudice do have correlation with entrepreneurial 

intention, and the methodology of principal component analysis is fit for composite 

the culture measure.    
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4.3 Comparison with other culture measures  

To see if this new culture measure shows better capability of explaining 

entrepreneurial intention I compared it with other exist culture measures. The 

previous culture indexes are: Granato, Inglehart and Leblang’s Achievement 

motivation index (GIL index), and the individualism index (IDV) from Geert 

Hofstede’s culture dimensions. The results can be found in Table 6.  

Table 6 Results comparison with other four culture measures 

                                           Model7           Model 8          Model 9 

Entrepreneurial Intention                      GIL index       Hofstede’s IDV   Pride and Prejudice  Culture Measure             

                                                                                                

Log GDP per capita                           -10.47***           -9.722***         -12.56***  

 (-6.47)            (-5.69)             (-7.32)  

Unemployment                              -0.574***          -0.457**           -0.564***  

                                          (-3.26)             (-2.29)             (-3.34)  

Size of government                           -0.616             0.276              0.815  

(-0.87)             (0.38)              (1.28)  

Legal structure and security of property right       1.320            0.504               0.407  

                                           (1.44)            (0.50)               (0.52)  

Population growth                            3.386             2.065              1.640  

                                          (1.56)             (1.19)              (1.12)  

GIL’s achievement index                      -0.0236  

(-0.72)  

Hofstede’s IDV index                                           0.0122  

(0.24)  

Pride and Prejudice’s Culture measure                                               -2.122***  

(-2.93)  

_cons                                    110.8***          102.8***           129.5***  

(7.45)             (7.14)              (8.61)  

Observation                                22                27                 27 

Adjusted R2                                 0.796             0.745               0.821 

F statistic                                     14.62              13.64                20.83 

RMSE                                         3.520              4.294                3.599 

t statistics in parentheses 

* p<0.10, ** p<0.05, *** p<0.01 

 

At the first glance, the GIL index and Hofstede’s IDV index show no significant 

correlation with entrepreneurial intention.The significance of control variable GDP 
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per capita is still stable at 1% level. The significance of unemployment rate dropped 

to 5% level when added the individualism index (IDV) from Geert Hofstede’s culture 

dimensions. One thing needed to point out according to previous theory both 

measures should have positive effects towards entrepreneurship, and in this case 

the result of IDV index is positive but the result of the GIL index is negative. However 

as most of these previous culture measures show no significant correlation with the 

entrepreneurial intention, the robustness of the model with the new culture 

measure should be interpreted accordingly and carefully. 

Firstly it should be pointed out due to the various reasons which caused the 

limitation of the data, the observation of the GIL motivation index is 22 which is 

rather small, and this could be a reason for the current result. Secondly the validity 

to use these measures as a comparison is needed to be discussed. Due to the 

limitation of World Value Survey, all the data for these measures is not obtained 

from 2006. Although culture may not change abruptly, however as the time distance 

is nearly to 10 years (GIL’s index is based on 1999, Hofstede’s data is close to 1980), 

so it could be inappropriate to explain the entrepreneurial intention in 2006. That 

could be another factor to cause validly problem. 

In general it seemed to be the new culture measure is more capable to explain 

entrepreneurial intention than other two culture measures, which means there 

could be a merit of using values of prejudice as a predictor to entrepreneurial 

intention than values related to achievement, self-efficacy, however as the validly 

problem could not corrected due to objective reasons. It should be more carefully to 

identify the advantages for the new culture measure compare than previous 

measures. 

4.4 Further robustness test   

In this part to test the robustness of this model, I added variable GDP annual growth 

rate, government spending of GDP from the World Bank dataset. The results are 

fairly robust. And then I delete the institution factors the result is almost the same 

for the significant variables. Finally, I randomly deleted two countries’ data the 

significance of the independent variables still unchanged. 
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Chapter 5 Conclusion and discussion  

In this thesis, I developed a new culture measure related to prejudice values and 

tested its relationship with the level of entrepreneurial intention in a sample of 27 

countries. The result shows the newly developed culture measure is negatively 

correlated with entrepreneurial intention, which means countries have high level of 

prejudice towards certain social groups such as women or immigrants could lead to 

lower entrepreneurial intention. I conducted three series of robustness tests. The 

result of OLS model combined with specification tests and the robust regression 

model both identifies the significance of the new measure towards the dependent 

variable. I tested the validity of the new measure, more specifically I controlled from 

the data level and methodology level to see if there could be a chance to make an 

unjustified causal conclusion. This could support that values of prejudice do exert 

effects on entrepreneurial intention. However, the result of test with other exist 

entrepreneurial culture measures should be interpreted carefully. As for the validly 

problems for other culture measures the advantage of this new measure with regard 

to prejudice still need further development. It should be pointed out again the 

sample for this study only contain data from 27 counties, although the test for 

omitted variables seem to be good, it still take certain risks to draw the conclusion 

that the result is robust for possible omitted problems. I encouraged further 

research by using another year’s data or panel data study to be conducted to 

confirm this particular prejudice culture values correlated with entrepreneurial 

intention. 

The contribution of the thesis is that it provided a new perspective to consider the 

correlation between culture and entrepreneurship, to focus on values which are 

negative or bad. It represent a potential empirical finding in the area of culture and 

entrepreneurship and show some support to prove that culture values do matter in 

explaining some aspects of entrepreneurship to enrich the literature of cultural 

entrepreneurship. This empirical work could lead new researches towards this 

particular value with entrepreneurship and from certain level provided evidence and 

inspiration for scholars to build future culture entrepreneurship theories. 
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Appendix: Cross-correlation between variable 
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