Quarterly Scientific Journal of National University of Skills
Special Issue 2026, Vol. 23, p. 344-376

Journal Homepage: https://karafan.tvu.ac.ir/?lang=en

National

University
of

Skills

d - :10.48301/KSSA.2024.415520.2701

Effect of Formal

Institutions on Entrepreneurial

Intention in Developing Countries: A Fuzzy Set
Qualitative Comparative Analysis

Elham Garmroud Esfandiaril’”, Vajihe Baghersad?*

IMaster of Entrepreneurship, Faculty of Entrepreneurship, University of Tehran, Tehran, Iran.
2Department of Management, Technical and Vocational University (TVU), Tehran, Iran.

ARTICLE INFO

ABSTRACT

Article Type:
Original Research

Received: 09.13.2023
Revised: 11.03.2023
Accepted: 12.18.2023

Keyword:

Developing Countries
Entrepreneurship
Entrepreneurial Intention
Formal Institutions
Institutions

*Corresponding Author:
Vajihe Baghersad
Email: baghersad_v@yahoo.com

The purpose of this research was to investigate the relationship
between formal institutions and entrepreneurial intention in
developing countries. The study population included all developing
countries, where the data required for analysis was available. The
statistical sample included developing countries for which statistics
related to the selected variables were available on the websites of
the World Entrepreneurship Watch and the World Bank between
2015-2018. To analyze the data, first, indicators related to
institutions and entrepreneurial intention variables were
estimated. Then, by using the qualitative comparative analysis
method, the necessary and sufficient conditions to achieve the
desired results were evaluated. For this purpose, fsQCA software
was used for qualitative comparative analysis and smartPLS3 was
used for reliability and validity, and to examine the models. The
results led to the identification of three models, which were tested
through structural equation modelling. Finally, the results in the
first causal path showed entrepreneurial intention with the absence
of political stability, supervisory quality, and the rule of law; in the
second causal path, the presence of political stability, the absence of
government efficiency, the presence of supervisory quality, and the
presence of the rule of law were demonstrated; and the third causal
path showed entrepreneurial intention with the four conditions of
the absence of political stability, the presence of government
efficiency, the presence of supervisory quality, and the presence of
the rule of law. The suggested models obtained from qualitative
analysis were tested through structural equation modelling.
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EXTENDED ABSTRACT

Introduction

Entrepreneurship is an essential driving factor in a country’s sustainable economic
development. However, not all countries experience similar economic performance, which
refers to the differences in institutional settings that encourage entrepreneurial intentions.

Therefore, governments attempt to provide advanced reform packages to promote
entrepreneurship to respond to socio-economic challenges at the national level. The
motives that drive individuals and the factors that lead individuals to engage in
entrepreneurial activities are context-specific micro-factors, namely, individuals’ motives.
Considering the institutional environment, researchers have studied how entrepreneurial
drives are promoted at regulatory, normative, and -cultural-cognitive institutions.
Researchers who examined the impact of individual motivations focused on factors such as
the need for achievement, personal attitudes, perceived behavioural control,
entrepreneurial spirit, and entrepreneurial orientation. Despite the burgeoning literature,
in recent years, scholars have called for an investigation of the impact of institutions on
individual entrepreneurial intentions and orientations in developing economies.

The purpose of this research was to investigate the relationship between formal
institutions and entrepreneurial intention in developing countries. Previous research
examining the effects of institutions on entrepreneurial intentions is mainly based on Global
Entrepreneurship Monitor (GEM) data and multi-country analyses. However, these studies
generally provide limited information about entrepreneurs’ intentions and individual
motivations to start a new business due to limitations in their datasets. Therefore, primary
data sources and in-depth country analyses are necessary so the study population is all
developing countries, where the data required for analysis are available.

Methodology

The statistical sample includes developing countries for which statistics related to the
selected variables are available on the websites of the World Entrepreneurship Watch and
the World Bank between 2015-2018. To analyze the data, first, indicators related to
institutions and entrepreneurial intention variables were estimated. Then, by using the
qualitative comparative analysis method, the necessary and sufficient conditions to achieve
the desired results were evaluated. The models obtained from the qualitative analysis were
tested through structural equation modelling. For this purpose, fSQCA software was used for
qualitative comparative analysis.

Results and discussion

The results led to the identification of three models, which were tested through
structural equation modelling. The results in the first path showed entrepreneurial
intention with the absence of political stability, the absence of supervisory quality, and the
absence of the rule of law. The second causal configuration showed the presence of
political stability, the absence of government efficiency, the presence of supervisory
quality, and the presence of the rule of law. The third causal path in the direction of
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entrepreneurial intention, showed the four conditions of the absence of political stability,
the presence of government efficiency, the presence of supervisory quality, and the
presence of the rule of law.

Low-quality institutions favour corruption, a weak rule of law, and other forms of
mismanagement, thus encouraging rent-seeking behaviour that diverts resources from
productive activities. However, they also increase the cost of doing business to the
detriment of entrepreneurship. Institutional quality pushes entrepreneurial capacity
toward productive entrepreneurship which helps strengthen innovation and encourages
aggregate economic growth. In addition, a poor institutional structure can hinder the
development of firms and their ability to grow as institutions.

Moreover, our understanding of the relationship between the forces of the institutional
environment (macro) and individual entrepreneurial motives (micro) is insufficient,
particularly regarding the mediating effects of micro-level factors. Therefore, evidence from
developing and transition economies was presented to respond to scholars’ calls to
investigate both emerging economies and individual-level mediating variables in the
institution-EI relationship.

Conclusion

The first contribution of this study was to clarify the influence of institutions on EI, based
on evidence from developing countries. Previous studies’ conceptual and empirical
limitations in this context were addressed. The second contribution lies in the joint
investigation of the combined influence of a country’s institutional profile on
entrepreneurial intentions. In this way, we responded to calls that more sociology-based
research should be undertaken because current entrepreneurship research is mostly
economy-based.

Finally, we contributed to the literature by investigating institutional pillars through a
focus on the past studies’ suggestions to use multiple levels of analysis in
entrepreneurship research.

The rest of this article is structured as follows. The second part discusses the theoretical
background and hypothesis development. In the third section, the methods used are
explained while the findings of this study are discussed in the fourth section. Finally, the
discussion offers theoretical and practical implications, outlines the limitations, and makes
suggestions for future research.
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