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The Entrepreneurship Gender Gap in Global Perspective: Implications for
Effective Policymaking to Support Female Entrepreneurship

“To fail to pay attention to women’s economic activities is
both morally indefensible and economically absurd.”

Bradford Morse, United Nations Development Program

Women play a large and growing role as entrepreneurs in
the U.S., Canada, and, to some extent, the United Kingdom.
In poorer countries it appears that fewer women participate
in entrepreneurial activities, although rates of female entre-
preneurship vary dramatically across nations. The entrepre-
neurship gender gap measures the difference between the
number of men and the number of women participating in
entrepreneurial activity. The latest data show that among
the countries with the largest entrepreneurship gender gaps
are nations as varied as Poland, Argentina, Norway, and
Greece, while countries with among the lowest gaps
include South Africa, Peru, Portugal, and Japan.! What
explains variation across countries in the extent of this
entrepreneurship gender gap? How do economic circum-
stance, social structure, and culture impact the determinants
of female entrepreneurial activity? In what ways are the
determinants of female and male entrepreneurial activity
different, if at all?

Governments and non-profits around the world are active-
ly promoting entrepreneurship through a variety of pro-
grams and policies. Entrepreneurship policy ideas are often
imported from one country to another and rarely differenti-
ate by gender. But if the impetus for entrepreneurial activi-
ty varies with gender, national culture, or economic circum-
stance, similar policies may work well in some situations
but not in others. To the extent we can explain the variation
in entrepreneurship gender gaps, we can better design pro-
grams and policies aimed at increasing women’s entrepre-
neurial activity.

Despite the growing role of women among entrepreneurs
and small business owners, academic work on entrepre-
neurship neglects gender.2 For the scholar interested in
exploring the interplay of country context, gender, and
entrepreneurship, the literature is meager. Existing scholar-
ship on female entrepreneurship in global context falls into

two categories, based on approach. One approach is the
country-specific study that might use surveys and/or inter-
views to create data about female entrepreneurs.3 Although
not designed to allow for statistically valid comparisons
across countries, assessing these studies as a group high-
lights some common themes. One serious shortcoming is

that few of these COUNTIy  |m—

studies try to look for
similarities or differ-
ences across groups of
female and male entre-
preneurs. The second
category of studies uses
large data sets to quanti-
tatively assess patterns
of cross-national varia-
tion in female entrepre-
neurship.4

To the extent we can
explain the variation in
entrepreneurship gender
gaps, we can better
design programs and
policies aimed at
increasing women’s
entrepreneurial activity.

Survey of the limited literature on female entrepreneurial
activity highlights a global gender gap in entrepreneurship.
The survey also highlights three possible channels through
which policies and programs might encourage the rate of
female entrepreneurial activity: venture financing, social
networks, and national culture.

National Economic Wealth and the Gender Gap

National GDP per person, a measure of national economic
wealth, clearly shapes the extent of the entrepreneurship
gender gap. Across levels of national income, economic
necessity is a stronger determinant of entrepreneurial activ-
ity for women than it is for men. Women in middle-income
countries, more so than in low-income or high-income
nations, shy away from entrepreneurial activity. Thus, the
gender gap in entrepreneurial activity is greatest in middle-
income countries and least in high-income countries.5 This
basic relationship between levels of national income and
female entrepreneurship is important. It suggests that the
greatest need for and benefit from increased female entre-
preneurship may be in low- and middle-income countries,
where the gender entrepreneurship gaps are widest.
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Venture Financing and the Gender Gap

Female entrepreneurs use less start-up capital than do male
entrepreneurs. The conventional explanation for this gap is
that women do not have as much access as men to venture
funding.6 But it may also be that women do not seek ven-
ture capital to the same extent as men, for several possible
reasons. Perhaps they fear encountering bias against women
in the allocation of start-up financing. Another possible
explanation is that female entrepreneurial activity might be
less capital-intensive than male activity because of the
kinds of business sectors that attract female entrepreneurs
(e.g., consumer retail, health and beauty services). In other

and practitioners view such programs as helpful but too
small to affect the overall scale of entrepreneurial activity. If
gender bias in women’s access to start-up capital corre-
sponds to a story of seeking, but being denied, financing,
women should benefit from these sorts of programs and
their expansion. However, to the extent women seek less
financing than men, these programs may not have much
impact on reducing the gender gap in entrepreneurial activ-

ity.

Research that uncovers the extent of gender differentials in
requests for financing and explores the possible reasons
why women do not seek financing in equal magnitude to

P /O[S, female entre-
If it is indeed true that preneurs may stm-
ply need less capital
female_entrepreneurs are than do male entre-
more risk-averse than male | preneurs! An addi-
entrepreneurs, programs tional _ explanation
e e T for the financing gap
m!mlc !ng non prp It séc is that women are
micro-finance projects by more  financially
extending small loans for
very short terms might help

men could contribute to policy design in important ways.
For example, if it is indeed true that female entrepreneurs
are more risk-averse than male entrepreneurs, programs
mimicking non-profit sector micro-finance projects by
extending small loans for very short terms might help
women entrepreneurs gain confidence in their ability to pro-
ductively wuse credit and build creditworthiness.
Governments might consider more extensive partnering
with non-governmental micro-finance programs, or they
could explore how official programs might effectively
scale-up the micro-finance model.
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and try to “do more

with less” to avoid
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. . . gender and risk-
build creditworthiness. aversion  provides

few clear conclu-
sions; it defines and
explores different kinds of risk, from different angles.
Because risk-aversion is a well-defined component of
national culture that varies across nations, answers to ques-
tions about gender and risk-aversion in different national
contexts are even more illusive. Using a definition of risk-
aversion not necessarily congruent with concepts of finan-
cial risk, one study of entrepreneurs in Norway, New
Zealand, and the United Kingdom supports the idea that
women perceive more environmental uncertainty than do
men.8 The study found that in comparison to male entrepre-
neurs, female entrepreneurs in all three countries saw much
greater political uncertainty in their environment. Another
study reports that female entrepreneurs across many coun-
tries exhibit fear of failure, but the study doesn’t explicitly
compare the extent of male and female fear.®

Policies and programs that work to address entrepreneurs’
difficulty in accessing capital assume entrepreneurs are
denied funds they seek. Existing policies involve tax breaks
for venture investors, government-subsidized loan pro-
grams, and programs in which the government guarantees
loans. These programs are generally gender-blind. Scholars

Social Networks and the Gender Gap

Entrepreneurs commonly cite the positive role that net-
works of other entrepreneurs or related professionals play in
their start-up activities. Quantitative work and case studies
suggest that women in lower-income countries may rely on
networks as substitutes for formal legal contracts more than
men in those same countries. For example, a study of female
entrepreneurs in Vietnam concludes that because govern-
ment institutions are weak, successful female entrepreneurs
depend on informal networks of government officials to
support and approve their projects.10

Evidence from country studies of female entrepreneurship
also highlights the leverage women gain from networks of
family and friends. Across the country-specific studies of
female entrepreneurs surveyed, the most frequently men-
tioned success factor is support from friends and family
(including domestic help). Three country studies, in Oman,
Cyprus, and Hungary, explore women’s views that familial
networks were important to their entrepreneurial success.!

Trying to summarize research findings about entrepreneurs’
use of social networks raises some important questions
whose answers could help guide programs aimed at increas-
ing female entrepreneurship. What are the characteristics of
male and female entrepreneurs’ networks? Do the character-
istics and ways of using networks differ by gender? One
researcher, for example, suggests that women entrepre-
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neurs’ networks are smaller and more geographically con-
centrated than are men’s.l2 Research that helps answer
these questions could guide programs that support, nurture,
and perhaps expand access to social networks that prove
key in promoting female entrepreneurial activity.

National Culture and the Gender Gap

Regardless of gender, researchers expect entrepreneurial
activity to be higher in more individualistic, less collectivist
cultural contexts. One scholar lays out the connection;

Entrepreneurs in an individualistic society may have
scanning and decision scripts tailored to finding oppor-
tunities that they, personally, can take advantage
of...Entrepreneurs in a collective society may have scan-
ning and decision scripts tailored to opportunities that a
group or consortium can take advantage of; these oppor-
tunities would involve coordination, collaboration.13

In stark contrast, a recent study found that the more individ-
ualist the national culture, the larger the gender gap in
entrepreneurial character attributes.24 In other words, the
gender gap in entrepreneurship is actually lower in coun-
tries whose culture exhibits more collectivism than individ-
ualism.

Researchers define the concept of collectivism in two dif-
ferent ways, as “family” collectivism and “distributional”
or “institutional” collectivism.5 Family collectivism refers
to cultures that express pride, loyalty, and cohesiveness in
their organizations and families. Distributional collectivism
characterizes cultures in which organizational and societal
institutions encourage and reward collective action and col-
lective distribution of resources. National cultures high in
family collectivism may spur more female, relative to male,
entrepreneurship because they afford women the networks
of family and friends they so often remark are crucial fac-
tors facilitating their entrepreneurial activity. To the extent
that female entrepreneurs, more than male entrepreneurs,
attribute success to networks of family and friends, policy-
makers might consider how to build community support for
female entrepreneurs. If such support is more readily avail-
able in cultures characterized by family collectivism, this
policy direction might particularly help female entrepre-
neurs in cultures that are more individualistic.

Investigations also look at a different dimension of culture
called “uncertainty avoidance.” Cultures that eschew
uncertainty do not accept change or admit a variety of opin-
ions as readily as societies where uncertainty is more
acceptable. Research suggests that in societies where
uncertainty is accepted in the national culture, women are
more likely to be risk-takers in rates equal to the rates of
men.t6 When national culture includes a propensity to

avoid uncertainty, women are less likely to go against the
cultural grain and engage in entrepreneurial activity.

If substantiated, the intriguing result that women seem less
likely than men to engage in entrepreneurial activity when
such activity goes against the dominant view of uncertainty
and risk-taking should inform policies to promote cultural
awareness of entrepreneurship. Such policies are a common

element of entrepre-
neurship programs
in  higher-income
countries. They
include programs
like education sup-
port, public rela-
tions and advertis-
ing campaigns,
awards programs,
and success story
publications, among
other  initiatives.
One intriguing pos-
sibility is that these
programs will have
a differential impact

on men and women depending on the dominant cultural
values in the targeted geography. Policies might be most
effective for women in countries with risk-averse cultures if
they focus directly on special venture education programs
for women, promoting business education partnerships for
women, or emphasizing professional development around
entrepreneurship for primary and secondary school teachers
(who are predominantly women).

Conclusions and New Directions for Policy

Four conclusions emerge from the nascent literature on
international variation in the entrepreneurship gender gap.
First, the gap is greatest in poor and middle-income coun-
tries. Secondly, we know too little about the supply and
demand for venture financing of female entrepreneurs,
especially in poor and middle-income countries, to foresee
the impact of venture financing programs on female entre-
preneurial activity. In addition, the characteristics of entre-
preneurs’ social networks, and the ways entrepreneurs use
them, probably varies with gender, and a better understand-
ing would lead to more effective programs to encourage
female entrepreneurship. Finally, aspects of national cul-
ture, such as collectivism and fear of uncertainty, probably
shape the potential for male and female entrepreneurship to
different extents, substantiating the general idea that effec-
tive entrepreneurship policies must respond to the specific
cultural characteristics of the populations they intend to

serve.

|
Aspects of national culture
probably shape the potential
for male and female entre-
preneurship to different
extents, substantiating the
general idea that effective
entrepreneurship policies
must respond to the specific
cultural characteristics of
the populations they intend
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—



https://collectivism.15
https://attributes.14
https://collaboration.13
https://men�s.12

CGO Insights

Author Sylvia Maxfield is Associate Professor of Management
at the Simmons School of Management and CGO Faculty
Affiliate.

Endnotes

IMinniti, M., Arenius, P., and Langowitz, N. 2005. Global
Entrepreneurship Monitor 2004 Report on Women and
Entrepreneurship. Babson Park, MA: The Center for Women’s
Leadership at Babson College and the London Business School.

2Baker, T., Aldrich, H.E., and Liou, N. 1997. Invisible entrepreneurs:
The neglect of women business owners by mass media and scholar-
ly journals in the United States. Entrepreneurship and Regional
Development, 9: 221-238.

3Minniti, M. and Arenius, P. 2003. Women in entrepreneurship.
Paper prepared for The Entrepreneurial Advantage of Nations: First
Annual Global Entrepreneurship Symposium. New York, NY;
Minniti et al., 2005; Verheul, 1., van Stel, A., and Thurik, R. 2004.
Explaining female and male entrepreneurship across 29 countries.
Jena, Germany: Discussion Papers on Entrepreneurship, Growth and
Public Policy 2004-08, Max Planck Institute of Economics, Group
for Entrepreneurship, Growth and Public Policy; Ljunggren, E. and
Kolvereid, L. 1996. New business formation: Does gender make a
difference? Women in Management Review, 11(4): 3-12.

4See, for example: Ufuk, H. and Ogzen, O. 2001. Interaction between
the business and family lives of women entrepreneurs in Turkey.
Journal of Business Ethics, 31(2): 95-107; Hisrich, R.D. and Ozturk,
S.A. 1999. Women entrepreneurs in a developing economy. Journal
of Management Development, 18(2): 114-124; Lee, J. 1997. The
motivation of women entrepreneurs in Singapore. International
Journal of Entrepreneurial Behavior and Research, 3(2): 93-110;
Lerner, M., Brush, C., and Hisrich, R. 1997. Israeli women entrepre-
neurs: An examination of factors affecting performance. Journal of
Business Venturing, 12(4): 315-340; Mitchell, B.C. 2004. Motives of
entrepreneurs: A case study of South Africa. Journal of
Entrepreneurship, 13(2): 167-183; Mroczkowski, T. 1997. Women as
employees and entrepreneurs in the Polish transformation. Industrial
Relations Journal, 28(2): 83-91; Shabbir, A. and Di Gregorio, S.
1996. An examination of the relationship between women’s personal
goals and structural factors influencing their decision to start a busi-
ness: The case of Pakistan. Journal of Business Venturing, 11(6):
507-530; Siu, W. and Chu, P. 1994. Female entrepreneurs in Hong
Kong: Problems and solutions. International Journal of
Management, 11(2): 728-737; Snyder, M. 2003. Bridging the
research gap: A profile of women entrepreneurs in Uganda.
International Trade Forum, 4: 22-23; Ylinenpaa, H. and Chechurina,
M. 2000. Perceptions of female entrepreneurship in Russia. Paper
presented at 30th European Small Business Seminar, Ghent;
Zapalska, A. 1997. A profile of woman entrepreneurs and enterpris-
es in Poland. Journal of Small Business Management, 35(4): 76-83.

SMinniti et al., 2005.

6Brush, C., Carter, N., Gatewood, E., Greene, P., and Hart, M. 2004.
Gatekeepers of Venture Growth: The Role and Participation of
Women in the Venture Capital Industry. Kansas City, MO: Kauffman
Foundation.

7See discussion in Kickul, J. and Titus, L. 2005. CGO Working Paper
No. 19: Context for the Legitimacy of Women Entrepreneurs. Boston,
MA: Center for Gender in Organizations, Simmons School of
Management.

8Kolvereid, L., Shane, S., and Westhead, P. 1993. Is it equally diffi-
cult for female entrepreneurs to start businesses in all countries?
Journal of Small Business Management, 31(4): 42-52.

9Minniti et al., 2005.

10Scheela, W. and Hoa, T.T.V. 2004. Women entrepreneurs in a tran-
sition economy: The case of Vietnam. International Journal of
Management and Decision Making, 5(1): 1-20.

LHjsrich, R.D. and Fulop, G. 1994/95. The role of women entrepre-
neurs in Hungary’s transition economy. International Studies of
Management and Organization, 24(4): 100-117; McElwee, G. and
Al-Riyami, R. 2003. Women entrepreneurs in Oman: Some barriers
to success. Career Development International, 8(7): 339-346;
Hisrich, R.D. and Ozturk, S.A., 1999.

12Minniti et al., 2005.

BMitchell, R.K., Smith, B., Seawright, K.W., and Morse, E.A. 2000.
Cross-cultural cognitions and the venture creation decision. Academy
of Management Journal, 43(5): 974-993.

14Mueller, S.L. 2004. Gender gaps in potential for entrepreneurship
across countries and cultures. Journal of Developmental
Entrepreneurship, 9(3): 199-220.

15House, R.J., Hanges, P.J., Javidian, M., Dorfman, P.W., and Gupta,
V. 2004. Culture, Leadership, and Organizations: The GLOBE Study
of 62 Societies. Thousand Oaks, CA: Sage Publications.

16Mueller, S.L. and Thomas, A. 2001. Culture and entrepreneurial
potential: A nine country study of locus of control and innovative-
ness. Journal of Business Venturing, 16(1): 51-75.

Copyright 2005, Sylvia Maxfield and the Center for Gender in
Organizations. This document may be linked or reproduced for non-
commercial purposes as long as the author is cited and the copyright
notice is visibly displayed. For permission to use this document
commercially, please contact CGO.

Center for Gender in Organizations (CGO)
Linking gender and organizational effectiveness

Simmons School of Management
409 Commonwealth Avenue, Boston, MA 02215 USA
Tel: 617-521-3824 Fax: 617-521-3878 E-mail: cgo@simmons.edu
www.simmons.edu/som/cgo




