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Abstract

This paper examines the existence and factors whfttikence the cross country differences
between social entrepreneurs’ willingness to takksr Data from 36 countries, from the
Flash Eurobarometer Data 2010 is used. Hypothesedoamulates in order to test for
differences both, on an individual and a macroenuadevel. The findings indicate the
existence of great country differences and to emgicsome of the reasons behind these
differences. Therefore, this thesis is able to woute to the upcoming research field of social

entrepreneurship,



Introduction

Over the past few years the importance of entrepnenfor society has been growing.
Audretsch and Thurik (2001a, 2001b) show that tHe¥en a change in society, from a
Managed to an Entrepreneurial economy.(Audretschhé&rik 2000,2001a,2004,2010) This
change, mostly triggered by the advance of Infoionaind Communication Technologies,
(ICT) has enabled smaller companies to challengebif corporation which has dominated
the economic scenario for more than 40 years. Wit change in society, more and more
entrepreneurs have had the opportunity, and thebaumf small and medium enterprises
(SME) increased dramatically by the end of the 20#mtury. Together with this trend
another subject has been receiving increased iatteffom the academic world. Social
entrepreneurship, as individuals or organizatiargaged in entrepreneurial activities with a
social goal (Bosma & Levie, 2010), has been undedsta new trend within the
entrepreneurial trend (Dees 1998).

While the definition of social entrepreneurshipnist a complete agreement, some say that
social ventures need to be not for profit, othguarthat profit is not an issue. There are some
basic concepts that distinguish the social entrepre from the non-social one.
(Hoogendoorn et al. 2010, Dees 1998) Most agreedsiaal entrepreneurs start business
with the intent to meet a social or environmentakch And with the number of social
enterprises growing, the interest in such a sulhjastfollowed the same path and grew on the

same extent.

Trying to understand the individuals within thiswnérend has been the subject of some
recent studies (Leadbeater, 1997, Hoogendoorn 04&D). Most of these studies, however,
focused only on a micro level analysis and macvellanalyses are scares. This thesis tries to

achieve both level analyses.

The main focus of this thesis is the related th, itrepreneurs are known for being able to
bare more risks than non-entrepreneurs (Moskowitz\4ssing-Jgrgensen, 2002), and many
studies confirm such claim (Parker 2009) entreprertben are extremely important to

society due to their ability to take more risksrthlaeir non-entrepreneurial counterpart.

However, studies on social entrepreneurs on thes sarject are scarce (Leadbeater, 1997).
The existing studies indicate a similar propengtyards risk for social entrepreneurs to the
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one presented by non-social entrepreneurs, witresdifferences regarding the type of risk
(Leadbeater, 1997, Shaw and Carter 2007). Howexeistudy so far has tried to identify
possible cross country differences between soai@épreneurs’ willingness to take risk, nor
their causes. Therefore, in order to contributethis new academic field, the following

research question is formulated and answered.

Are there cross-country differences of social geeeurs’ risk perception, and if so, what

drives these differences?

In order to answer such question, resources framBilwropean commission are used. The
data used for this thesis originates from a suisqgynsored by the European Commission,
namely: Flash Eurobarometer Data 2010. It exammestly, the motivation, choices,
experiences and obstacles linked to self-employnfEatropean Commission 2010) It covers
36 countries, including all 27 EU member stateg® H#EA/EFTA countries (Norway,
Switzerland and Iceland), Turkey and Croatia, tH& &hd three Asian countries (China,
Japan and South Korea). (European commission 20%idh over 26,000 concluded
interviews, it consists of an extremely efficienayof comparing Social entrepreneurship

Cross country.

With this data in hand models are formulated sd bwh micro and macro analyses are
made. In a first moment, a Logit model is usedheck for the existence of cross country
differences related to willingness to take riskslividual demographic specifics such as sex,
age, wealth, self-confidence and optimism are #sted. After the realisation that such
differences do occur, a new model is used to trigémtify the factors which generate such
differences. Therefore macroeconomic variables sashGDP per capita, Inflation and

easiness to do business are used and tested.

The results obtained indicate strong cross-couwlifferences in social entrepreneurs’
willingness to take risk. With the USA being usedaareference, it was possible to see how
much individuals are affected by the simple facteing born in a specific country. Most
socio demographic characteristics have proven ve Bagnificance, the dataset indicates that
male, and younger individuals are more willing a#é risks, and that individuals who are

more confident and optimistic about the futureaseavell.

However, while the existence of country differeneess found, the reasons behind such

differences are not that clear. Only in a portidrth@ social entrepreneurs do some of the

3



variables used presented significant effects. is gnoup however, it is possible to see why
some of the country differences occur. Country theahd the number of mobiles per capita
seem to be positively related to willingness taetakks, while easiness to do business seems
to have the opposite relationship.

This thesis therefore fits well in the upcoming ldoof social entrepreneurial studies and
contributes to its’ constant pursue of understagdire entrepreneurial mind by confirming

some studies and presenting a new view on sadig@@eneurs in today’s world.

This this is structures in 6 main sections: Literatreview, Hypotheses formulation, Data,

Method, Results and Conclusion.

In the first one, a brief review on the studiesteamplating subjects related to this thesis is
made, with a main focus on social entrepreneurahgorisk. In the second section a series of
hypotheses which are to be tested in order to antweaesearch question are formulated.

The Data section makes a brief description of theskt used for testing such hypotheses.
While in the Method part, the methods and variahleed to accomplish such task are
described. Finally, in the Result section, all tessdrom regressions are presented and
interpreted, and a discussion on what these resudtan for this thesis is made in the

Conclusion.



Literature Review

In the following section, the most important coniseqf this thesis will be reviewed.
This review will focus on 3 main concepts: entre@ship, social entrepreneurship, risk,

these subject interactions and finally countryetiéhces

Entrepreneurship

The concept of entrepreneurship is not new, authicesSchumpeter and Knight in the first
half of the 28' century already discussed the importance of ergneuirs in the economy.
However, while the word “entrepreneur” is used lashe concept of what entrepreneurship

is exactly is not precise, nor a consensus.

The term is charged with subjective measures, haktore, different lines of studies, such
as psychology, sociology, finance and economicgeldped different approaches to define

what entrepreneurship is.

Economists view entrepreneurs as “agents of charagel’ are normally associated with the
creation and management of small enterprises.rélasonship between small enterprises ad
change can be best understood by Schumpetesative destructichwhere, small firms or
individuals pursue monopolistic power through inatben, and then creating new
technologies and methods that lead to a completegehin the market structure (Schumpeter
1942). Therefore, another characteristic associatttdthese agents of change is innovation.

In recent days, entrepreneurs are also seen asgpigites for country growth. (Audretsch
and Thurik 2001b) But it was not always like tHis;, decades, entrepreneurial activity was
shadowed by the big corporations, the reasons Oethis have been well described by
Audretsch and Thurik in a series of articles. (2Q@®004)

The scenario where small companies have a disatyantan be called the Managed
Economy (Audretsch and Thurik 2001a, 2004, Thur®08. The era of the managed
economy was characterized by mass production, ea@soof scale and oligopolies. This
was the outlook for the world’s economy for overy#ars, until the end of the 1980’s. This
model of economy proved to be extremely successitihl large companies leading the way

as well as with companies applying concepts sudroadism, Taylorism and Keynesianism



(Thurik 2008). As a result, the economy was basedtability, continuity and homogeneity,

all concepts that favour the large enterprise withle gains (Audretsch and Thurik 2001a).

Entrepreneurship or smallness therefore was sedesafficient, presenting lower wages
and less innovative than their large counterpaktsd(etsch and Thurik 2004). They were
therefore, seen as luxury for most countries. Wbdasidered inefficient, small firms also
contribute to a better distribution of power. Howevall this would change, mostly due to

technological change and globalisation

Schumpeter (1942) explained the creative destmi@somention before, and the creation on
Information and Communication Technologies (ICTh ¢ee seen as one of these events. It
would then, completely change the rules of the géfsretsch and Thurik 2010). The so
called ICT revolution, and most importantly theeimtet revolution, was able to reduce some
of the advantages of large over small firms. Witk advent of ICT, small firms benefited
from low entry barriers and more flexibility. Tharje economies of scale became less
important, since most production could now be sHifio countries with lower wages. Larger
companies as well, started to shift their produrctio countries with lower wages, mostly
Asian countries, later to be called the Asian 8gefhis shift of production locations
generated great job losses in the most industlzountries, such as the US and western

European countries (Audretsch and Thurik 2010).

The ICT revolution reduced communication costs titaky, narrowing the existing cost gap
between large and small firms significantly. Withs advantage, small firms were finally
able to challenge the big enterprises. Allied tt ik the fact, as showed by Klepper (1996),
that whenever a technological breakthrough hapmemall firms have increased importance.
However, Klepper's model shows that the numberitohd after some time lowers again,
since firms start having some expertise and inrexte in R&D. Some more entry barriers

are created and only the most efficient firms ste\(Klepper 1996).

Nevertheless, the ICT revolution also changed tbgemce of products. A new kind of
economy arises, the Entrepreneurial Economy thdilkeithe Managed Economy, is more
knowledge based and dynamic. It is no more basedoaotinuity, but instead, in novelty,

innovation, creativity and flexibility (Thurik 2030

The dawn of the Entrepreneurial Economy shook tal@mic world, with new theories to

explain and understand this new trend (Busenitd. 2003). This increase in articles related
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to entrepreneurship first and foremost faced thallehge of defining “what is the
entrepreneur”. Over the years many different cotscbpve arisen. In 1989 Hébert and Link
(1989) tried to compile what has been written alBmitepreneurship, and come up with one
definition that was the sum of all previous defonis: ‘the entrepreneur is someone who
specializes in taking responsibility for and makipglgmental decisions that affect the
location, form, and the use of goods, resourcesstitutions (Hébert & Link 1989, pp. 47).
This highlights some of the characteristics of @mteneurs, but still did not manage to cope
with all the different dimensions of entrepreneypstso Wennekers and Thurik (1999),
following Hébert and Links’ article suggest thattrepreneurship should be defined as :
“Entrepreneurship is the manifest ability and wilivess of individuals, on their own, in

teams, within and outside existing organizatioans, t

— Perceive and create new economic opportunitiesv(products, new production methods,
new organizational schemes and new product-makebmations) and to

— Introduce their ideas in the market, in the faafeuncertainty and other obstacles, by
making decisions on location, form and the useeeburces and institutionfWennekers &
Thurik,1999,pp. 20).

Many other definitions appeared, each highligh8ogme of the possible aspects comprised in
the term “entrepreneurship”. The lack of a propefindtion, however, creates a major
problem for researchers. If it is not properly defi, it is not properly measured and
therefore, all authors rely on simpler definitiondMost commonly the definition of the
entrepreneur being a self-employer is used. Thigitlen, may seem too simple, and be
accompanied by several measurement problems hstan effective and direct way of
identifying entrepreneurs. This study will identigntrepreneurs as individuals who are or

were self-employed.

Definitions change, but the matter at study is shee the results over the importance of
entrepreneurship in modern economy show that emneprs are very important in today’s

economy.

Social entrepreneurship

Social entrepreneurship is an extension of entrepneship, if entrepreneurs are agents of
change, social entrepreneurs are agents of chantie isocial sector, agents moved by a
social mission (Dees 1998). However, as with enémgurship, there is no exact, universal
definition for the term social entrepreneurships thappens due to the novelty of the subject,
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and hence most of the articles released relatethdosubject try to define what social
entrepreneurship is and what is it not.

At first, some scholars understood social enteggri®s non-profit organizations or
organizations which did not use government fundiBgschee & McClurg, 2003, Fowler,
2000).0thers focus more on the social change peoviy these enterprises (Mair & Marti,
2006, Nicholls, 2006). While the term is new, (iasvfirst quoted by Banks in 1972), the
concept is not. Some authors highlight that theneetbeen several social entrepreneurs over
history, such as Robert Owen (1771-1858), Florédtigatingale (1820-1910), Henry Durant
(1829-1910), William Booth (1829-1912), Frederickaw. Olmstead (1822-1903)
(BrightHub.com 2010). With this in mind, over thash 20 years, there has been a great
increase in articles, as mentioned before.

Eventually, four major schools of thought are cedatelated to social entrepreneurship:
(Hoogendoorret al. 2010)

* The Innovation School of though&ccording Hoogendoorn, Pennings and Thurik

(2010) this school focuses on the social entrepreneurs as individwdis tackle
social problems and meet social needs in an inmeaanner”’(Hoogendoorret al
2010, pp.7) Bill Drayton is the reference, founder of Asholame of the most
influential associations focused on giving oppoitiea to social entrepreneurs.
Ashoka focuses is improving what they call the iflcbector”, since citizensdre the
essence of the sector. We believe that when orsevaral people get together to
cause positive social change, they instantly becotreens in the fullest sense of the
word”* (Ashoka.org , 2011)

« The Social Enterprise School of thougfihis focuses on enterprises which do not

use government funding and are still able to geaesacial utility, these enterprises
are mainly non paid, although are entitled to nezetarnings to maintain their
continuity. Edward Skloot is one of the pioneershié school, creating a firm which
provides consultancy for non profit ventures.

« The EMES approachfhe Emergence of Social Enterprise in Europe (EM&So

focuses on enterprises, but unlike the previouso8cht allows some profit to be
distributed. Hoogendoorn, Pennings and Thurik (2@Xplains the EMES view on
enterprises astlie social enterprise has an explicit aim to bertbi community, is

launched by a group of citizens, enjoys a high degf autonomy, is participatory in

! http://www.ashoka.org/citizensector



nature, and does not base decision-making power capital ownershig.
(Hoogendoorret al. 2010, pp.8)
 The UK Approach Created by the Blair government in the United dtiam, this

approach perceives enterprises as means to eltébks between the civil society
and public and private sectors. It defines socidkemrises as businesses with
primarily social objectives whose surpluses arengipally reinvested for that
purpose in the business or the community, rathan theing driven by the need to

maximize profits for shareholders and owriéfgHoogendoorret al 2010, pp.9)

According to Hoogendoorn, Pennings and Thurik (2athése approaches do not have strict
boundaries between them, and therefore, manyesteadn be classified in more than one of
these schools. This also shows how loose defirstiaround social entrepreneurship are.
However, it is important to notice that almostalthem mention that social enterprises exist
to solve, or tackle a social issue and in most came created by individuals, not

governments. Therefore, these can be seen as sati@preneurs’ key characteristics.

With this in mind, this thesis will therefore usense of the definitions provided by previous

scholars. The focus of this thesis is to find défeces of risk preferences based on individual
responses. Therefore, with the definition of theepreneur as someone who is or was self-
employed, the definition of social entrepreneursnked to the nature of these enterprises.
Using the key characteristics, if these enterprissge been developed at any rate to try to

solve a social problem this individual shall be sidered a social entrepreneur.
Therefore, in a simple sentence, for this thessaal entrepreneur is:

An individual who starts a venture with the intemtddress a social or environmental need

Risk Taking

As mentioned before, some of the definitions ofemieneurs are directly related to risk, as
entrepreneurs are more likely to take some risam tithers. However, in order to understand
such statement, it is important to understand wlsahomists mean when they say risk, and
willingness to take risk.

2 http://www.socialenterprise.org.uk/pages/abouiaenterprise.html



Risk

The concepts of risk and entrepreneurship haveyalwalked side by side. Cantillon (1755)
is the first to write of entrepreneurs as uncetyabearers. In his concept however,
entrepreneurs are not innovators, they are a dagdved in pure arbitrage. Cantillon’s
entrepreneurs make investments hoping for futurens. They serve as adjusters of society,
they do not change demand or supply, and insteayl ithprove the allocation of factors
(Coutinho 2005). However, Cantillon’s ideas on epteneurs were mostly ignored by
scholars until early in the 20century, when it was rediscovered by Keynes anélitn
(Catalan 2010).

Cantillon’s contribution to the concept of the eptreneur is extremely important for this
thesis since understanding that entrepreneurscas®rhe extent risk takers is one of the
motivations for this study.

Following on Cantillon’s steps, Knight, one of tfminders of theChicago Schoglin 1921
defines differences between risk and uncertaintyight's work, when seen with modern
days perceptive, may seem antiquate. However, asliGa, Knight's work should not be
criticized with modern eyes, but instead understasd starting point of modern economy.
Therefore, the concepts of Risk and Uncertaintgdlesd by Knight are essential.

First and foremost, it is important to realize théatight (1921) accepts the idea of an
economy where not everything is known, which diffém from classical authors such as
Smith and Say. Accepting this fact, Knight triesetglain that there is a difference between
known and unknown future facts. Risk is associdteduture event which results can be
measured by probabilistic statistics, Knight alsmghhght three different types of

probabilities, the & priori statistics”, “probabilistic statistics” and “estates”.

e A priori statistics this sort of statistics is related to a probapitlistribution based

on common sense, instead of on experimentationodlary to Knight,a priori
statistics fs on the same logical plane as the propositionsiathematics(Knight,
1921, pp.99). The example used is the one of g thieendds of a specific number to
appear is understood to be 1/6, without any expartal confirmation of such
statement. His example is that one will not chaitgjebelief that the probability of
getting a 6 when throwing a die is 1/6 even if the is thrown a number of times
and the 6 is not achieved. (Knight 1921)
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* Probabilistic statisticsThis sort of statistics is related to actual cleanad, more

precise distribution of probabilities, oerhpirical evaluation of the frequency of
association between predicatedKnight, 1921, pp.99). This however, as Knight
states, is not the same as the first, since tiseme belief in probability until there is
proof of it.

» EstimatesKnight says there are some cases, when peopleméiypon “judgment”
or “intuition” not reasoning, for the most pdrin these momentsthere is no valid
basis of any kind for classifying instan¢esiowever, individuals still make
predictions, and according to Knight, this kindpobbability is the most relevant for
business students. (Knight 1921,pp.98-99)

These concepts are relevant in order to better retadel the differences between risk
perceptions, since, in the business world, almbgifgrobabilities are based on estimates

more than on probabilistic statistics, mostly duéatck of perfect information.

Uncertainty, however, cannot be properly measukedording to Knight, it arises from the
existence of partial knowledge “The essencthefsituation is action according tgpinion,

of greater or less foundation and value, neitheirengnorance nor complete and perfect
information, but partial knowleddd€ Knight ,1921,pp. 87). However, this does noplyna
necessity of full knowledge to have risk rathemtlhacertainty, it simply means that in some
circumstances, it is not possible to make any ptidlis whatsoever.

Entrepreneurs, in general, are faced with uncedytasgince venturing into opening a new
business normally implies a series of partial kremlgle and assumptions based on individual

“feeling”

Therefore, if there are differences between thegmions of future outcomes, there is also

the notion that different people will have diffet@oncepts of risk.
Entrepreneursand Risk
As mentioned before, since Cantillon in 1755, tbacept of entrepreneurs and risk walk

hand in hand. (Cantillon 1755, Knight 1921, ParX@®9).

As mentioned before, for this thesis, entreprenavesconsidered self-employed individuals
who have made a choice of giving up a regular walge with probable job benefits, safety

for the uncertainty of opening their own businesd &acing uncertainty regarding future
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income. It is obvious that this choice is maderighkn consideration the risks associated with
it. The reason why entrepreneurs are willing to entltks risky choice and non-entrepreneurs

are not has been the subject of many studies (P20kK®, Schumpeter 1934).

Many specific entrepreneurial characteristics ha@en tested for influencing the individual
choice process so far, such as age, sex, maataissttamily entrepreneurial history. While
some have proven to present some importance, timeateé reason is yet to be found, if it

exists at all.

Therefore, the reasons why entrepreneurs becomepesrnieurs are still to be answered, but
the fact that entrepreneurs are willing to take enosks is widely accepted. In this it is
important to understand that entrepreneurs aretailslrs, and not gamblersritrepreneurs’
behaviour is better described by moderate and daled risk taking than outright
gambling. (Parker, 2009, pp. 37)

However, while entrepreneurs’ risk perception hasrba source of many studies, social

entrepreneurs’ is yet to be better comprehended

Social entrepreneursand Risk

It is to be expected that as “regular’ entrepresewgocial entrepreneurs face risks.
(Hoogendoorn, van der Zwan & Thurik 2011) And kteere suggest that is the case, and
some authors even use risk taking as part of tfiaitilen for social entrepreneurs (Zahra
2009, Dees 1998). The risks faced by social ergrequrs seem to be different than the ones
faced by “non-social” entrepreneurs. Social enepurs are, for example, more concerned
over their reputation, in order to maintain a canstinflow of resources necessary for a
social enterprise (Leadbeater, 1997), while nonasoare faced more with personal
economical risks since non-social entrepreneur terghrn their livings on the base of their
enterprises(Shaw and Carter 2007). Therefore tisemeperception that social entrepreneurs
are more affected by non-financial risks, while repteneurs face financial risks
(Hoogendoorn, van der Zwan & Thurik 2011). Howewbese relationships have not yet

been explained thoroughly.

Country differences

Social entrepreneurship is not something exclu\jast a few countries, Zahet al (2008)

tries to understand the reasons behind the gl@tmiz of social entrepreneurship. They
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come to the conclusion that different factors attisocial enterprises to different countries.
This means that the concept of social entreprehguns widespread in today’s world.

However, there are many differences between camtri

Many studies do try to identify and analyse thegter@nces, (Uhlaner & Thurik 2007,
Hofstede 1980, 1984) and usually highlight how ac#ic factor which has a relationship
with entrepreneurs. Studies analysing and tryingnéasure the effect of culture are also vast.
Hofstede (1980, 1984) however, deserves a spgmélos this subject, he defines 5 different
cultural dimensions, which are essential to undedstthe differences in business making
across different countries and are used in mangrdatticles. These 5 dimensions consist of:
Power Distance Index (PDI), Individualism (IDV), Btalinity (MAS), Uncertainty
Avoidance index (UAI) and Long Term Orientation @J.

Each of these dimensions shows a specific charsitefrom the country. While PDI
measures the inequality of power, IDV measuresirtigortance of community structures,
such as the family. MAS, measures the differenetaden man and woman and LTO shows
how some countries are more prudent and persevergussess more respect for tradition.
(Hofstede 1980, 1984)

The most relevant of Hofstede’s dimension for thissis is the UAI, which measures how

much individuals in a society feel comfortable wgituations that are new, unknown and

different from usual. Countries with a high UAI amore emotional, and less tolerant, while

individuals in countries with a low UAI tend to beore open to discussion and try to have as
few rules as possible. (Hofstede 1980, 1984)

Hofstede’s contribution is notorious and many sadise it as a basis to test or compare
countries regarding to culture. Weber and Hsee&)L98r example compare risk perception
in the USA and in China, using as a parameter soint¢ofstede’s dimensions. This thesis
however, will not focus on all of Hofstede’s dimemss, but considers it one of the main

sources of evidences of the existence of cultufedrénces affecting individual decisions.

These differences are to affect individuals in mays, and this thesis will check if social
entrepreneurs from different countries perceivi nisa different way, and therefore try to

answer the following research question:
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Are there cross-country differences of social geeeeurs’ risk perception, and if so, what

drives these differences?
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Hypothesis formulation

The research question can be divided into two rpaits, firstly, is questioning the existence

of differences, while the second part is related/hat makes these differences exist.

The first hypothesis is constructed in order totaryunderstand the first part of the research
qguestion, and therefore it is related to natiopalis mentioned before, Hofstede (1980,
1984) highlighted the existence of country differesr These cultural differences affect
individuals in many ways. This thesis believes thath differences exist and are essential to

understand individual risk tolerance.

H1- There is a relationship between the individsalationality, and willingness to

take risk.

In order to answer the second part of the reseguastion, related to the drivers of
differences, two different sets of hypothesis amated. Firstly, hypotheses related to the
individual are formulated. Secondly, hypothesesateel more to country specifics are

formulated, with this, both the micro and the mdenel are contemplated.

Individual Level

In order to try to answer this research questios thesis will try to understand first and
foremost, some individual characteristics thatteeta higher risk tolerance.

The first Hypothesis is related directly to thesffipart

Firstly, gender will be tested. Literature suggektt male individuals are, in general, more
risk tolerant than females. (Byrnes, Miller & Sadafl999, Fehr-Duda, SChubert, De
Gennaro 2006, Grable 1997) These findings are gnoslkhted to financial risks, however,
since the concept of risk is abstract, this riskeramce can be generalised as an overall

concept. Therefore, the first Hypothesis of thissih is:

H2 — There is a positive relationship between bemade and willingness to take risk

among social entrepreneurs.

Secondly the importance of age on risk toleranedl sifso be tested. The effects of age have

been discussed by several authors. In generalatdspted that younger people tend to be
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more risk tolerant or possess a lower risk aversi@n older. There are several studies
highlighting this fact (Palsson 1996, Sung and Hahf96). However, recent studies show
that this concept may not be fully correct. Somaligts show that the effect of age in risk
aversion is minimal and other factors are more igm, such as gender and race. (Grable
1997) Since there is not a consensus on which wdlye age affecting willingness to take
risks. The following hypotheses of this thesis &wecheck whether age has in fact a

relationship with risk tolerance, and both, positand negative, relationships are to be tested.

H3a —There is a positive relationship between age arlihgness to take risk among

social entrepreneurs.

H3b — There is a negative relationship between age artingmess to take risk

among social entrepreneurs

The third hypothesis of this thesis is related &alth. Recent studies point that wealthier
individuals are more risk tolerant. (Grable 19900@) Older studies however, point into the
other direction, arguing that wealthier individuasve more to lose, and therefore should be
less risk tolerant (Grable 1997). This thesis wekt the assumption from the most recent

studies. Therefore the third hypothesis is asllibves.

H4 — There is a positive relationship between peasavealth and willingness to take

risk among social entrepreneurs

The forth hypothesis of this thesis is related ¢-sonfidence and optimism. March and
Shapira (1992) statesticcessful risk takers seem to feel that their pastesses in previous
risky situations are a result of their skills oreth environment’s munificence rather than
good fortuné (March & Shapira, 1992, pp. 173). Therefore thesehe expectation that

individuals, with higher self-confidence and therefoptimism are more risk tolerant. As the

following hypothesis states:

H5a — There is a relationship between self-configeand willingness to take risk

among social entrepreneurs

H5b — There is a relationship between optimism waiitingness to take risk among

social entrepreneurs
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In order to understand such differences, anothatysis shall be made. The following

hypotheses however, will be focused solely on arbEmnomic level.

M acr oeconomic level

In order to test for the importance of the coumtryndividuals risk tolerance, some country
specific characteristics will be used to betteramthnd country influences. The following
hypothesis will therefore, be related to countrg ant individual specifics. It is expected that

the country situation and institutional backgrowafigct individual choice.

Wealth is seen as a determinant for risk toleram¢ke individual level, as stated in the third
hypothesis. However, the effect of country wealthtlee overall risk tolerance has still not

been identified. Therefore the first hypothesishi$ section will be related to wealth.

H6 — there is a positive relationship between coumtealth and the overall social

entrepreneurs’ willingness to take risk within teintry

This thesis believes that the country stability as essential factor the population’s
willingness to take risks. Inflation is normallyeseas natural, but rather feared economic
effect. (Baquero, Diaz de Leon & Torres 2003) Goeas with high inflation levels tend to
be more instable, since their governments will hivey and balance its’ economy, mostly
by cutting expenses and raising taxes. Thereforg,expected that higher levels of inflation

will decrease the overall countries willingnessake risks.

H7 - There is a negative relationship between tidla and the overall social

entrepreneurs’ willingness to take risk within treintry

As mentioned before, Hofstede (Hofstede 1980, 1884¢¢loped the idea of different cultural
dimensions, one of which relates to uncertaintyidewace. Hofstede believes that some
cultures are more willing to take risks than oth€@gse way to measure this is by testing how
fast a country adopts a new technology (Hofsted@lROTherefore, it is expected that
countries deeper penetrated by new technologiesnare willing to face uncertainty, and

thus, the following hypothesis is made.

H8 - There is positive relationship between thentous speed of absorption of a new
technology and the overall social entrepreneurdlimgness to take risk within the

country
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Regarding country specifics, there is a whole sactif economic theory dedicated on the
understanding the effects of institutions on thenemy. The “institutional economics” today
considered to have been founded by Thorstein Velbddees as essential ideasstitutions,
habits, rules, and their evolution(Hogdson 1998, pp. 168). This “school” of economsgs
now considered the “old” institutionalism whered® t'new” institutionalism uses more
modern ways of economic models while having theesaore ideals (Hogdson 1998). With
this in mind, this thesis will try to test for thexistence of any relationship between the
country’s institutions, responsible for enablingpddusiness transactions, easiness to enter
and exit the market and social entrepreneurs rakrance. Therefore the following

hypothesis was designed.

H9 — There is a positive relationship between antigis ease of doing business and

the overall social entrepreneurs’ willingness t&eaaisk within the country
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Data

The dataset used for this study originates fromuevey sponsored by the European
Commission, namely: Flash Eurobarometer Data 2@1& a survey to analyze peoples’
entrepreneurial mindset. It examines mostly the ivabbn, choices, experiences and

obstacles linked to self-employment. (European casion 2010)

The Flash Eurobarometer has been introduced in,1&9first, focusing only on European

countries, later, with the addition of countriesth® European Union and a number of
additional Candidates, the survey has been expamaedsince 2009, even Asian countries
are introduced.

The 2010 version, of the survey, covers 36 cousitircluding all 27 EU member states the
EEA/EFTA countries (Norway, Switzerland and Icelgnturkey and Croatia, the US, and

three Asian countries (China, Japan and South Kofearopean commission 2010)

It has over 26,000 concluded interviews, focusedannindividual level, and therefore it

consists of an extremely efficient way of comparsegial entrepreneurship cross country
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Method

With this data in hand, it is possible to analysme aspects of social entrepreneur’s profiles,

across different countries in the world.

The full data set comprises 26168 interviews. Havewnost of the interviewees are not
social entrepreneurs. In order to filter the datia sne of the questions from the interview is

used to determine social entrepreneurs.

Question Q11 of the survey asks the interviewedefine the importance of certain factors

when opening a business. It goes as follows:

“For each of the following elements, please tell ihg& was very important, rather
important, rather not important or not important ali for making you take steps to start a

new business or take over one.”

Element E of this question is Addressing an unmet social or ecological rfeednly
individuals, who have previously stated that theg taking steps to start, are running a
business, had one in the past or had taken stegtartdut gave up, were asked this question.

The distribution of the answers can be seen inelaliielow.

Table 1 — Frequency of social entrepreneurs — Arssteethe question Q11 f) — How

important is Addressing an unmet social or ecolalgieed for you.

Answer Freq. %
Very important 2,441 249
Rather important 3,494 3504
Rather not important 1,958 20%
Not important at all 1,135 11%
DK/NA 999 10%

DK/NA — Don'’t know / Not Answered

Therefore, according to this thesis definition ofial entrepreneur An individual who starts
a venture with the intent to address a social oviemmental ne€d individuals who
answered this question as rather important and wewyortant are considered social

entrepreneurs.

In order to isolate social entrepreneurs from nocied entrepreneurs, the dataset was split
into 2, one only with observations from social epteneurs, with a total of 5935
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observations, and one with non-social entrepreneunith 4092 observations. With the

datasets defined, econometric models can be caiestiru

Since the focus of this thesis is on risk toleraacevillingness to take risks the dependent

variable of such a model should be then, a referémcrisk.

Question D10 asks the interviewee to position tleves to some statements. The question
goes as follows: Do you strongly agree, agree, disagree or strongigagree with the
following statements?”The first of these statements idn “general, | am willing to take

risks’. The distribution of the answers can be seemlihet 2 below.

Table 2 — Frequency of answers concerning willisgrte take risks

In General | am willing to take riske  Freq. %
Strongly agree 1,229 21%
Agree 2,920 49%
Disagree 1,395 24%
Strongly disagree 314 5%
DK/NA 77 1%

DK/NA — Don't know / Not Answered

With the answers of this question, a binary vagaisl created. Individuals who answered
“Strongly agree” and “Agree” are considered morting to take risks. As table 2 shows, the
majority of respondents are willing to take risk&is confirms what was already suggested

in the literature, the fact that social entrepreseue risk takers.

Mode A
Table 3 — List of Hypotheses and variables usédadel A
Hypothesis Variable Description
H1 Country dummies One dummy variable for each country, USA as tliereace
H2 Sex Dummy variable, 1 when individual is Male
H3a and H3b Age (15-29) Dummy variable, 1 when individual belongs to ageugr
Age (30-44) Dummy variable, 1 when individual belongs to ageugr
Age (45-59) Dummy variable, 1 when individual belongs to ageugr
H4a Income Nominal ordered variable ranging from 1 to 4
H4b Self-confidence Nominal ordered variable ranging from 1 to 4
H5 Optimism Nominal ordered variable ranging from 1 to 4

To test for the reasons of this willingness to tekks and the previously stated hypotheses, a

Logit model is to be used. The first 5 hypothesesta be tested with a model consisting of
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personal characteristics extracted from the surVefple 3aAbove shows the variables and

their descriptions.

For the first hypothesis of this first model, dus variables are created. These
variables should help to identify a possible impnde of being from a specific country, to
the individuals’ willingness to take risks. The oty used as a reference is the United States,
this choice is made due to the extended literatureAmerican willingness to take risks.
Therefore, it is expected that most dummies presewgative coefficient. The distribution of

countries can be seen in the table 4 below.

Table 4 — Number of observations per country

Country Freq. % Country Freq. % Country Freq. %
Belgium 125 2.1% Netherlands 177 3.0% Austria 104 1.7%
Czech Republic 109 1.8% Latvia 71 1.8% Bulgaria 102 1.8%
Denmark 63 1.1% Lithuania 99 4.3% Croatia 109 1.8%
Germany 174 2.9% Luxemburg 78 3.6% Romania 109 2.5%
Estonia 104 1.8% Hungary 137 1.6% Turkey 149 1.8%
Greece 389 6.6% Poland 258 1.0% Norway 106 1.5%
Spain 205 3.5% Portugal 216 1.4% Switzerland 90 2.1%
France 219 3.7% Slovenia 96 1.7% Iceland 123 5.9%
Ireland 151 2.5% Slovakia 61 3.7% USA 352 5.8%
Italy 258 4.3% Finland 81 4.3% Korea 346 4.0%
Cyprus 158 2.7% Sweden 99 3.6% Japan 239 8.1%
Malta 79 1.2% UK 218 1.6% China 481 1.7%

The variable sex shows an almost equal distribubenveen man and woman, with a mean

of 0.49, this indicates that the population of be¢les is almost equal.

The concept behind using 3 dummy variables for agead of one continuous, lays on the
idea that age might not have linear effect on riSkable (1997) already alerts that age may
not have a negative effect on risk tolerance amhe@rgues that it may not have any effect.

With this variable, it is possible to check for ageffect and whether the effect is linear.

The Survey only collects information from individsiaver 15 years old, without a ceiling
limit for age. The maximum age of an interviewees\v@d years old. In order to create the
groups, individuals 60 years and above are coreidas a reference. The frequency of each
group can be seen in the Table 5 below. The tdibevs that the age group of individuals

between 45 and 59 years old is the largest onegleilowed closely by the middle age
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group. The age group of younger individuals is vemall, when compared with the other,
being only half the size of the age group of indihals between 30 and 44.

Table 5 — Frequency of each age group in the sample

Age group Freq. %
15-29 794 13%
30-44 1574  27%
45-59 1973 33%

>60 1565 26%

Regarding measurement of income, the survey relea qualitative question that reads as
follows: “Which of the following phrases describe best yeetifigs about your household's
income these daYyswith the possible answers beingtiVve comfortably on the present
incomé, “Get by on the present incoinéFind it difficult to manage on the present incGme
and ‘Find it very hard to manage on the present incorifbese answers are quantified as 4,
3, 2 and 1 respectively. This qualitative variatd@ be used as good proxy for income, since
it already controls for possible differences in mies’ purchase power. It is interesting to
notice that almost 60% are at least able to getiblytheir present income, and very few find
it hard to manage. Therefore, social entrepreneiutisis sample are, in general satisfied with

their present income.

Table 6 - Frequencies for Income proxy groups

Describe your feelings about your household’s preseome Freq. %

Live comfortably on the present income 1,215 21%

Get by on the present income 2,785 47%

Find it difficult to manage on the present income 1,285 22%
Find it very hard to manage on the present income 634 11%

For H5a and H5b, the same question used to detenmdividual’s willingness to take risks
is used. Do you strongly agree, agree, disagree or strongjlsagree with the following
statements?and the statements used ar&eherally, when facing difficult tasks, | am
certain that | will accomplish thehand “I am optimistic about my fututeThese are used to
measure self-confidence and optimism, the sameeassave possible. In this case, however,
the “1” represents strongly disagree, “2” disagf@&,agree and “4” strongly agree, for both

variables. The distribution for both answers camsdé@n in Table 7 below

Table 7 — Frequencies for Self-Confidence and Optimvariables

Self-confidence  Freq. % Optimism Freq. %
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DK/NA 91 2% DK/NA 94 2%

Strongly disagree 75 1%  Strongly disagree 220 4%
Disagree 629 11% Disagree 916 15%
Agree 3,386 57% Agree 2,965 50%

Strongly agree 1,754  30% Strongly agree 1,740 29%
DK/NA — Don’t know / Not Answered

Model B

This model is a second step from the previous bfuglel B tries to understand the reasons
behind the country differences. In order to do ,theat Ordinary Least Squares (OLS)

regression is made with the coefficients of theviongs country dummies as the dependent
variable. This will allow this thesis to try to wiify the underlying factors of these country’s

differences and test the remaining hypothesis.iddlependent variables are taken from the
World Bank website. The variables used for thisslr@wvn in the table 8 below.

Table 8 — Hypotheses and variables used to test the

Hypothesis Variable
H6 — Country Wealth GDP per capita (PPP)
H7 — Inflation GDP deflator
H8 — Technology spread Mobiles per capita

H9 — Easiness of doing busine: Easiness of doing business

For the sixth hypothesis, which tests for countrgalth, GDP per capta, adjusted by
purchasing power parity in current US dollars, sedl Due to the nature of this variable, the

values are considerably larger than the remainanglles so, all values are divided by 1000.

This variable symbolizes the total amount of coumiroduction divided by its population.
GDP is often used as proxy for country wealth asdvariation as a proxy for growth.
However, the absolute value of country GDP is neyraonym of personal wealth that is why
the per capita value is used. As a side note, GB®Rtf could also be an interesting measure
for growing wealth, however, the year in which teeearch was made is marked by the latest
economic crisis. Therefore, most countries in thwldvpresented a negative GDP growth
ratio and so this measure is not used in the tha@sisre is a big difference between the
values of GDP per capita in the countries coverethb dataset. Luxemburg has a GDP per
capita of 105044 current American Dollars (USD)isTis the highest in the dataset and in
fact, the second highest in the world (after Liedstein). While China, has the smallest
value in this dataset, with 3744 USD, this of ceudsie to the country possession of the

largest population in the planet, with over 1.3i8il inhabitants.
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For the seventh hypothesis, the GDP deflator igl.uBkis indicator shows the price changes
in the country. As for the GDP per capita thera igreat difference between the covered
countries. Norway presents the lowest GDP deflatoth -4%. Iceland with 8.6%is the

country with the highest deflator. It is interegtito notice that even with these differences
the mean of this variable is 1.2. This is showimgt among these countries, the overall level

of inflation is low.

For the eighth hypotheses, a relatively new andeexly widespread technology is chosen
as a proxy. The amount of mobiles per capita isl @sea measurement of the countries speed
to absorb new technologies. This choice is madeviihg the article by Geert Jan Hofstede
(2001), in which he analyses the relationship betwichnology adoption and the original
Hofstede dimensions. He found a significant retegiop between uncertainty avoidance and
mobile phones adoption. Another reason behind #agel of such a proxy, instead of the

actual Hofstede measured dimension, is the laclat# for all analysed countries.

Mobile phones also have an important function afrecting people. It is a growing market
and more recently, has been changing society abaewThis technology is a source of
many studies, as Corbett (2009) statd$€’ cell phone is changing the way in which all of
this interaction occurs, which makes it sociolodficarelevant (Corbett 2009, pp. 2).

Therefore, it is a good proxy of new technologyd ats spread can be measured by how

intense its use is.

As table 9 shows, there is a large difference betwine numbers of mobiles across the

analysed countries.

China, has the smallest ratio with only 0.56 mabper person, Estonia, on the other hand,
has twice as many mobiles as it has inhabitant$, an amazing ratio of 2.03 mobiles per
capita. The mean of this variable is also an istarg point, since it is above 1, meaning

there is a tendency for people to own more thannooieile.

Finally, for the final hypothesis, the ease of dpbusiness index shall be used. This index is
part of theDoing Business Projectwhich is an initiative by the World Bank and the

International Financial Corporation. The projeetrtd its development in 2002, but got new
strength after the economic crisis, when regulagmyironments became a centre of attention
worldwide. The index in 2009 covered 183 countaesl ranked according to the ease of

doing to business (EoDB). The ranking is develojpgdanalysing 11 different areas,

25



“regulations for starting a business, dealing witmstruction permits, registering property,
getting credit, protecting investors, paying taxeading across borders, enforcing contracts
and closing a business—as they apply to domestad amd medium-size enterprises. It also
looks at regulations on employing workers as welaanew measure on getting electritity
(Doing Business Project, 2011, pp. 12) and ifds the present, the only standard tools used
across a broad range of jurisdictions to measure ithhpact of government rule-making on
the cost of doing businés@oing Business Project, 2011, pp. 12). Therefares a very
good tool to try to identify the institutional baglound existing in a country.

This index is constructed so that the rank is thlee of the variable, but this means that 1 is
the best possible value, and 183 is the worst.efbes, in order to have a better indication of
the relationship between willingness to take riskl &oDB, the variable is recoded. The
country rank is then subtracted of 100, so the WHKich is ranked 9 will have the value 96,
while Greece will have a value of 3. With this,tlife coefficients are positive is should
indicate a positive relationship. The number 108 wlaoses due to the fact that all countries

are ranked better than 100.

On this thesis dataset, only Malta does not posmegsnformation for the index. Out of the
remaining countries, it is interesting to noticatthlmost all of them are on the upper half of
the ranking. The only exception is Greece, rankeglace 97. What makes sense, since this
sample consists mostly of highly income countnekich indicates that the sample may be
biased, however, it still manages to cover a laagge of countries.

Table 9 — Summary for variables used in Model B

Variable Obs. Mean Min Max
GDP Per capita 35 30.44 6.83 83.82
Deflator 35 1.34 -4 8.6
Mobiles per Capita 35 1.22 0.8391  2.0297
EoDB 34 64.5 3 96

GDP: gross domestic product. Mob: mobiles per eaiibDB: ease of doing business.

In order to test whether these variables are usef@ther, a Pearson Correlation test is made.
This test also enables to see how these variaklesvie among each other. This test can be

seen in Table 10

? http://www.doingbusiness.org/~/media/FPDKM/Doing882isiness/Documents/Annual-
Reports/English/DB11-Chapters/DB11-About.pdf
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These variables do not presents high levels ofetatron, which means that these variables
can be used in the same regression without shabegegression results. Looking at the
relationships, it is interesting to notice thatrthare many negative relationships. Countries
with high levels of GDP per capita present higheleaf inflation, which means that these
economies present some more stables prices. Howbege is also a negative relationship
between GDP per capita and EoDB which indicatelsabantries with high levels of income

have stronger institutional background and moresul

Table 10 — Pearson Correlation Matrix Model B

GDP Per capita Deflator Mobiles per Capita EoDB

GDP Per capita 1
Deflator -0.3208* 1
Mobiles per Capita 0.1343* -0.1329* 1
EoDB 0.2807* -0.3806* -0.0589* 1

EoDB: ease of doing business. *p<0.05

With these variables in hand, both models are dgesl, and on the following section, the

results from both models are to be discussed.
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Results

Model A

Model A is run for social entrepreneurs and aftedsgor non-social as well. The results of
both regressions are extremely similar on the idd&l level, but there are some significant
differences when it comes to country differencegpd@ently, there are more differences for
social entrepreneur than for non-social. The res@iir the regression for non-social
entrepreneurs can be seen in Appendix 2, whiledabelt for social-entrepreneurs (Model A)

can be seen in Table 11 below.

Most of the variables are significance at leasadi0% level. The values of the coefficients

show that some interesting results.

The value which controlled for sex presented atpascoefficient and significance on a 1%
level. This indicates that being male increasesctimnces of the social entrepreneur to be

willing to take risks.

The 3 variables which controlled for age groupsatdb proved to be significant on a 1%
level and presented positive coefficients, mearinag all 3 age groups are more willing to
take risks than the reference group of individuser 60 years. These differences are greater
the younger is the age group. Meaning that, youmgkviduals are more willing to take risks
than older ones. This difference is also strikingew it comes to magnitude, since the
younger age group presented a coefficient of 0.88&aning that individuals in this age

group are 80% more willing to take risks than tbkerence older group.

The variable which controlled for income is notrsfigant. However, it is interesting to
notice that the coefficient is negative, indicatangegative relationship between higher levels
of income and willingness to take risk. This relagship however, is not very strong, as

suggested by Grable (1997), this relationship iakeethan others, such as age or sex.

This model also showed a significant relationstepueen self-confidence and optimism with
regard to risk, with coefficients of 0.4 and 0.2%pectively. This result shows that self-
confidence is important in the decision to tak&gisThis shows that individuals who have
good ideas of the present and future are morengilio take risks, believing that they will

success in most situations.
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The country dummies presented some striking resMitst of the country coefficients are
significant in some level, showing that indeedré¢hare significant differences compared to
the USA. As mention before, since the referencenttgus the USA, most of the coefficients
were expected to be negative, and that in fact ¢raggh meaning that indeed the USA are a

country where individuals are more willing to takeks.

Table 11 — Model A Results of Logistic Regressiddoeial Entrepreneurs - Willingness to
take risk as a dependent Variable (1= willing ketasks, 0= non willing to take risks)

Coefficient Coefficient
Sex 0.235*** Malta 0.002 Number of obs. = 5919
Age Group — 15-29 0.867*** Netherlands -0.465** LR chi?(42) = 503.2
Age Group — 30-44 0.52*** Austria -0.851*** Prob > chi2 = 0
Age Group —45-59 0.385*** Poland -0.48** Pseudo R? = 0.07
Income -0.033 Portugal -0.77%x*
Self — Confidence  0.403*** Slovenia -0.93***
Optimism 0.233*** Slovakia -0.398
Belgium -1.043%** Finland -0.646**
Czech Republic -0.537** Sweden -0.155
Denmark -0.785** UK -0.51**
Germany -0.8*** Bulgaria 0.126
Estonia -0.414 Croatia -1.125%**
Greece -0.574*** Romania 0.015
Spain -0.308 Turkey -1.042%**
France -0.347 Norway -0.299
Ireland -0.566** Switzerland -0.551**
Italy 0.236 Iceland -1.405***
Cyprus -0.216 Korea -0.884***
Latvia -1.004*** Japan -1.157***
Lithuania -0.658** China -0.872%**
Luxemburg -0.070 Constant -0.866***
Hungary -1.432%**

% p<0.01, ** p<0.05, * p<0.1

However, it is not only the existence of theseeatd#hces that are striking, but also their
magnitude. Hungary has the lowest coefficient, 329} meaning that individuals from

Hungary are 145 percentage points less willingatee trisks than in the reference country,
USA. This is quite interesting, especially becatsmgary is not an isolated case, 6 other
countries (Iceland, Japan, Croatia, Belgium, Turled Latvia) presented coefficients
smaller than -1.000. And only 4 countries (Maltanfnia, Bulgaria and lItaly) presented
positive coefficients. However, all the countrieghwcoefficients larger than -0.45 did not

show significance on the analysed levels. The pnétation behind this is that for these

countries there is no significance difference fritia USA.
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This information sheds light on some of the factatsich influence the individual risk
tolerance. However, in order to fully answer thegmsed research, the reasons behind all

these differences must be analysed.

Model B

As in Model A, Model B is also run for non-sociahteepreneurs, but in this case, the
adjusted R2? is negative, indicating that it was a@ood model and therefore this thesis will
not discuss the results from this regression. Hamethe results can be seen in under
Appendix 5.

Model B therefore only uses the coefficients froatial entrepreneurs in order to try to
indent the some factors that may show the reasbmdbehe country differences found in

Model A. The results from Model B are presentedaible 12 below.

Table 12 — Results Model B — OLS regression — Qgunillingness to take risks

differences as dependent variable

Coefficient P-Value Significance

GDP per Capita 0.00531 0.303 - Number of observation: = 34
Deflator -0.04306 0.146 - R-squared = 0.232
Mobiles Per capita 0.432808 0.155 - Adjusted R-squared = 0.126
EoDB -0.00484 0.107 -
Constant -0.93838 0.045 i

%% <0.01, ** p<0.05, * p<0.1

Unlike the previous model, none of the variabledoidel B present significance, on any of
the analysed levels, with an adjusted R2 of 0.1#%6,model shows that these factors are not

influential in the country differences.

The variable controlling for GDP per capita presérhe highest P-values, meaning that it is
the further away from significance, while EoDB $adlhort by little. However, besides simply
analysing the P-values, the coefficients also slsomething interesting. While GDP per
capita is positive and very close to zero the ‘e for inflation and EoDB are negative and
also close to zero, showing that these variable® hery little influence in the country
differences, even if they were in fact significadbwever, when looking at the coefficients,
something else is striking. The relationship betweadlingness to take risks and EoDB is
negative, meaning that individuals in countries rehit is easier to do business are less

willing to take risks.
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In order to check if these results happen to ala@ntrepreneurs, the same model is tested
for the 2 group of individuals who are consideredial entrepreneurs, these are, those who
answered that meeting social and environmental sneeas rather important and very

important.

Model A is then run for both groups (the results guite similar and can be seen in the
Appendix 4) and the coefficients used to createsdme kind of model as B, these new
models can are called Model C (rather important) Bn(very important). The results for
these 2 groups differ considerably as it can ba se&ble 13 below.

Table 13 — Results Model C and D — OLS regressiGountry’ willingness to take risks

differences— Different groups of social entrepreaeu

Model C Model D
Rather Important Very Important
Coefficients Coefficients

GDP per Capita 0.0093* -0.0006
Deflator -0.0277 -0.072*
Mobiles Per capita 0.5958* 0.070

EoDB -0.0058* -0.0036

Constant -1.0951** -0.8933

Number of observations 34 34

R-squared 0.3013 0.1211

Adjusted R-squared 0.2049 -0.0001

% p<0.01, ** p<0.05, * p<0.1

The difference in these results comes as a surgsam®rding to these models, there is a great
difference between the individuals who considernopg a business to meet a social or

environment need very important and rather impartan

First analysing Model D, it is important to notittet the Adjusted R? is negative. This means
that the model is not capable of explaining thearae of the dependent variable, willingness
to take risks. This means that the overall variapicthe willingness to take risk variable is

not affected by the variables chosen for this thesi

However, when looking at Model C, most of the vialés do present significant at least on a
10% level, and this model present an adjusted RE24, therefore this model can be used
to try to understand some of the factors that dsweial entrepreneurs’ willingness to take

risk country differences.
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Model C shows that GDP per capita affects thesentcpulifferences in a positive way,
meaning that countries higher levels of wealth dandicate higher willingness to take risks,
however, the magnitude of the coefficient is veaw | therefore, a great difference in GDP

per capita is necessary to generate some courffiieyestices.

Inflation, represented by the GDP deflator, preseérd negative coefficient, but with no
significance on the analysed levels, however, tinection of the coefficient shows that a
small change of inflation could generate effectsowarall country’s willingness to take risk

variance.

The variable which controls for the speed of tedbgwy adoption presented the highest
coefficient, 0.5958 within the 10% significance éévThis indicates that the number of
mobiles per capita has a strong relationship wathntry differences in willingness to take
risks.

The variable controlling for EODB has again presdnts in Model B, a negative coefficient.
With a coefficient of -0.0058, and significant onl@% level, this variable shows that for
individuals within this group there is a negatieéationship between willingness to take risks
and EoDB, and improvements in a country’s insitosi could then make people less willing

to take risks.
Robustnesstests

All variables are tested for multicolinearity, il enodels, through the Pearson correlation
test. No variables have presented high levels ofticolinearity. Several variables were
tested for these models but were excluded due tdowlinearity problems. The number of
internet users was tried as an alternative forrneldgy spread, and a corruption index was
tried as EoDB, but both presented multicolineaortyblems. Therefore, the variables chosen

for the models represent the best available onahiéomodels.
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Discussion Conclusion

This thesis provides a different perspective onas@ntrepreneurs’ willingness to take risks.
Using a unique dataset, it was possible to showessignificant cross country differences. It
proves to be an advance in the study of sociakeprgneurs across the world. Following
works such as (Hoogendoorn, Van der Zwan and Thafko) this thesis manages to show
the existence of relationships between age, sel;caafidence and optimism, with
willingness to take risks. It also showed the latktrength between the relationship between

income and willingness to take risks.

Table 14 — Overview of empirical results

Dependent variabtewilling to take risks (value 1)

versus non willing to take risks (value 0) Empirical result  Hypothesis (not) supported

Country Differences reIIEz;[IiZtg;?lip H1 supported
Individual Level

Sex (Male) + H2 supported
Age (Positive) - H3a not supported
Age (Negative) - H3b supported
Wealth +*

Self — Confidence + H5a supported
Optimism + H5b supported

Dependent variabteCountry dummies coefficients Empirical result  Hypothesis (not) supported

Macroeconomic Level

Country Wealth + H6 supported**
Inflation -*

Technology spread + H7 supported**
EoDB - H8 not supported**

*not significant results, ** only in model C

The existence of country differences was suppdotethe dataset and then supporting H1,
and some of the underlying factor which generagghdri chances of an individual to be

willing to take risks.

Most of the hypotheses proposed for individual caare supported. H2 is supported, since
among the social entrepreneurs surveyed, male pmresented a higher risk tolerance. The
variable which controls for sex is significant inl&o level. This result goes together with

most of the literature on the subject.
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The relationship between age and willingness te tagéks also proved to be negative and
significant, therefore, denying H3a and supportit&p. This result shows the opposite from
what is proposed by Grabble (1997). However, thesis focuses only on social

entrepreneurs, showing that social entrepreneersdact different than the average person,

when it comes to willingness to take risks.

Surprisingly, H4, which tested for the influenceirdividual income, could not be supported
by this dataset, and the coefficients indicatedegative relationship between income and
willingness to take risk.

H5a and H5b, which tested for the influence of walial self-confidence and optimist,
respectively, in risk taking also proved to be #igant on a 1% level. Showing that,

individuals who are satisfied with themselves amrawilling to take risks when necessary.

Therefore an overview of some of the factor affegtindividuals to be more willing to take
risks is achieved. The hypotheses which tried tdewstand the reasons behind the country
differences were supported to some extent. Whikenttodel with the full group of social
entrepreneurs none of the hypotheses could bedtesteen the group is divided into two,

some interesting facts were found.

The differences found in the groups of social gareeeurs in Models C and D came as a big
surprise. While it is unsure what generates sudterdnces the different types of social
entrepreneurs, the simple existence of such differas interesting. Both groups possess
similar socio demographic characteristics theretbesdifference between the 2 groups goes
deeper. Therefore, the data within this datasebisable to indicate the reasons behind such
differences, however, it is possible to supposeitithviduals with high social conscience are
willing to take risks regarding macro-economic girstances, this again, is only a
supposition. In order to better understand theBerdnces, a deeper study on these 2 groups

should be made, but this escapes the scope dhtsss.

The results from Model C are able to provide enoegidence for most of the hypotheses,

while Model D did not present good enough adjuitéd

H6 is only supported by Model C, indicating that this group of social entrepreneurs,

overall country wealth indeed affects willingnesdadke risks. Nevertheless this relationship
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is not that strong, the coefficients are quite $nmakll regressions, indicating that a great

change in country wealth is necessary to generfiegehces in willingness to take risks.

H7 could not be supported by the models, only idMd which is not a significant model.
The variable GDP deflator did not present signifcz in any of the analysed levels nor
significant models. However, as expected by the diygsis, the coefficient indicates a
negative relationship between the overall inflatiewel and willingness to take risk. This

indicates, in countries with unstable prices, daammrepreneurs are less willing to take risks.

H8 is also supported by model C. The variable thaasures the number of mobiles per
capita is significant on a 10% level, and with #ea large coefficient. This shows that
indeed there is a relationship between the spréagw technology and willingness to take
risks. The relationship between mobile phones, souial entrepreneurship, can actually be
far deeper than simply the speed of adoption, tbisever, is a topic for another research,

since it escapes the scope of this thesis.

The final hypothesis of this this thesis, H9, i$ swpported by Model C, it is actually denied.

The coefficient indicates a negative relation bemvevillingness to take risk and ease of
doing business. This comes as a surprise becanseaits that in countries where there are
better rules and institutions, people are lessngilto take risks. This could be a result of a

too well structured society, where taking risks moeon the scope of society.

Therefore this thesis contributes to the existitegdture in several ways. Very few studies so
far had adventured in the comparison of socialepnémeurs cross countries, specially, in
such a broad range of countries. Therefore, tlasishmanages to fill part of the existing gap
on the social entrepreneur subject, while alsongivan overview of possible factors that

generate such differences.

Limitations

At the same time several limitations have to bentaol. The first of them is regarding the
concept of social entrepreneurship, due to itsestivjty many interpretations can be made
with the answers of the survey, adding to thatisitnot possible to confirm if all the

individuals who answered to be social entreprenepened indeed an enterprise with social

or environmental needs.
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It is also important to notice that the group obple aged between 15 and 29 is under-
represented. Another variable that limited thelgtis the one measuring individual income,

it would be interesting to have more quantitatiaéadon income, together with the qualitative

data. Also, the lack of a time series shades sdrieaesults, since 2009 was a very atypical
year in the World’s economy due to the crisis. @& KModels, these presented in general low
adjusted R2.

Futureresearch

Although this thesis has some limitations, it stdin be considered as “a stepping stone” for
further research. The relationship between mohlesnes and risk is a very interesting
subject that could be analysed better by futureane. The difference between the different

levels of social entrepreneurs is also somethingoybe studied.

Future research could also try to find out othetdathat create cross-country differences in

social entrepreneurs’ willingness to take risk,ides the ones proposed by this thesis.
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Appendix

Appendix 1 — List of hypotheses, variables andrtheurces

Hypothesis Variable Source of Variables
H1 Nationality Flash Eurobarometer Data 2010
H2 Sex Flash Eurobarometer Data 2010
H3a Age Flash Eurobarometer Data 2010
H3b Age Flash Eurobarometer Data 2010
H4 Income Flash Eurobarometer Data 2010
H5a Self-confidence Flash Eurobarometer Data 2010
H5b Optimism Flash Eurobarometer Data 2010
H6 GDP per capita (PPP) World Bank (2009)
H7 GDP Deflator World Bank (2009)
H8 Mobiles per capita World Bank (2009)
H9 EoDB World Bank (2009)
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Appendix 2 — Model A Results of Logistic Regressio8ocial and non-social entrepreneurs
— Willingness to take risk as a dependent Variébtewilling to take risks, 0= non willing to

take risks)
Social entrepreneurs Non-social entrepreneurs
Coefficient P-Value Coefficient P-Value
Sex 0.235 0.000 el 0.421 0.000 el
Age Group — 15-29 0.867 0.000 i 0.998 0.000 el
Age Group — 30-44 0.521 0.000 rxx 0.459 0.000 rxk
Age Group — 45-59 0.385 0.000 rxx 0.350 0.000 rxx
Income -0.033 0.353 - 0.049 0.254 -
Self — Confidence 0.404 0.000 rxx 0.388 0.000 rxx
Optimism 0.233 0.000 el 0.253 0.000 el
Belgium -1.044 0.000 el -0.807 0.003 el
Czech Republic -0.538 0.041 *x -0.900 0.000 el
Denmark -0.785 0.012 *x -0.386 0.178 -
Germany -0.801 0.000 rxx -0.483 0.032 *x
Estonia -0.414 0.129 - -0.636 0.023 *x
Greece -0.574 0.003 roxk -0.432 0.102 -
Spain -0.308 0.173 - -0.134 0.618 -
France -0.347 0.108 - 0.064 0.819 -
Ireland -0.567 0.017 i -0.477 0.159 -
Italy 0.236 0.298 - -0.258 0.295 -
Cyprus -0.216 0.378 - -0.118 0.697 -
Latvia -1.005 0.001 rxx -0.663 0.051 *
Lithuania -0.658 0.015 *x -1.223 0.000 el
Luxemburg -0.071 0.828 - -0.520 0.170 -
Hungary -1.433 0.000 rxx -1.330 0.000 el
Malta 0.003 0.993 - -1.079 0.005 el
Netherlands -0.466 0.040 *x -0.610 0.006 el
Austria -0.851 0.001 el -1.070 0.000 el
Poland -0.481 0.021 *x -0.018 0.946 -
Portugal -0.770 0.000 rxx -0.757 0.001 rxx
Slovenia -0.931 0.000 rxx -0.454 0.160 -
Slovakia -0.398 0.231 - -0.353 0.345 -
Finland -0.646 0.026 *x -0.276 0.264 -
Sweden -0.155 0.598 - -0.733 0.008 el
UK -0.511 0.018 *x -0.479 0.050 *
Bulgaria 0.127 0.673 - 0.250 0.426 -
Croatia -1.125 0.000 el -0.911 0.011 i
Romania 0.015 0.959 - 0.312 0.369 -
Turkey -1.043 0.000 rxx -1.500 0.000 rxk
Norway -0.300 0.286 - -0.188 0.516 -
Switzerland -0.552 0.049 *x -0.291 0.354 -
Iceland -1.405 0.000 el -1.318 0.000 el
Korea -0.884 0.000 el -0.800 0.001 el
Japan -1.157 0.000 el -1.871 0.000 el
China -0.873 0.000 rxx -1.337 0.000 rxx
Constant -0.866 0.000 rxx -1.383 0.000 rxx
Observations 5919 4060
LR chi2(42) 503.2 445,15
Pseudo R2 0.0695 0.0846

% p<0.01, ** p<0.05, * p<0.1
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Appendix 3 — Data Model B

Coefficients

Country GDP per capita GDP Deflator Mobiles per capita EoDB Country Dummies
Belgium 36.31 1.1 1.1511 78 -1.044
Czech Republic 25.58 2.7 1.3592 18 -0.56379
Denmark 37.72 0.4 1.3394 94 -0.7852
Germany 36.34 1.4 1.2824 79 -0.8008
Estonia 19.69 -0.6 2.0297 83 -0.4143
Greece 29.62 1.3 1.1783 3 -0.5741
Spain 32.15 0.2 1.1095 52 -0.308
France 33.67 0.5 0.9509 72 -0.347
Ireland 40.7 -3.2 1.0945 92 -0.5669
Italy 32.43 2.1 1.5047 24 0.236
Cyprus 30.85 -0.7 1.1223 65 -0.2162
Latvia 16.44 -0.7 0.9946 73 -1.0045
Lithuania 17.31 2.1 1.4857 74 -0.6582
Luxemburg 83.82 -0.3 1.4442 58 -0.0707
Hungary 20.31 4.6 1.1766 48 -1.4329
Malta 24.81 2.3 1.0171 - 0.0029
Netherlands 40.68 -0.3 1.2813 71 -0.4658
Austria 38.82 0.8 1.4076 69 -0.8512
Poland 18.91 3.7 1.1678 27 -0.4807
Portugal 24.92 0.1 1.4276 67 -0.7703
Slovenia 27.13 1.9 1.028 57 -0.9305
Slovakia 22.88 0 1.0147 60 -0.3983
Finland 35.27 0.9 1.4424 89 -0.6461
Sweden 37.38 2 1.2283 82 -0.1552
UK 35.15 1.4 1.2998 96 -0.5106
Bulgaria 13.87 4.1 1.3997 49 0.1269
Croatia 19.99 3.3 1.3617 11 -1.1251
Romania 14.28 6.5 1.1813 46 0.0152
Turkey 13.67 5.2 0.8391 40 -1.0429
Norway 56.21 -4 1.1054 93 -0.2998
Switzerland 45.22 0.3 1.1971 76 -0.5518
Iceland 36.8 8.6 1.0938 86 -1.4051
Korea 27.1 0.9 0.972 95 -0.8845
Japan 32.42 3.4 0.9835 85 -1.1572
China 6.83 -0.9 0.9009 81 -0.8728
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Appendix 4 — Country dummies coefficients usedvimdel C and D

How important is it to meet a social or
environmental need when opening a

business?
Rather important Very important
(Model C) (Model D)
Country Coefficients . Coefficients .
Country Dummies Country Dummies
Belgium -0.9329 -1.20141
Czech Republic -0.34492 -0.87403
Denmark -0.83189 -0.60015
Germany -0.5069 -1.46177
Estonia -0.25134 -0.65433
Greece -0.5722 -0.63818
Spain -0.12762 -0.5792
France -0.43091 -0.24093
Ireland -0.45171 -0.73378
Italy 0.45543 -0.0519
Cyprus -0.29947 -0.11993
Latvia -0.88602 -1.1429
Lithuania -0.85849 -0.32027
Luxemburg 0.435893 -0.82713
Hungary -1.2563 -1.71579
Malta 0.210722 -0.21513
Netherlands -0.16026 -0.84242
Austria -0.47513 -1.35092
Poland -0.35028 -0.67122
Portugal -0.74053 -0.69889
Slovenia -0.76066 -1.18992
Slovakia -0.35519 -0.366
Finland -0.34609 -1.81822
Sweden -0.2364 0.230504
UK -0.32428 -0.73881
Bulgaria 0.336731 -0.22613
Croatia -0.95721 -1.38449
Romania 0.211705 -0.24759
Turkey -0.89212 -1.18368
Norway -0.24356 -0.2377
Switzerland -0.58636 -0.42141
Iceland -1.27107 -1.58558
Korea -0.91608 -0.77021
Japan -1.17651 -1.1947

China -0.73866 -1.05466




Appendix 5 — Results Model B — OLS regression 4@@mnd non-social entrepreneurs -
Country dummies’ coefficients as dependent

Social entrepreneurs Non-social entrepreneurs
Coefficient  P-Value Significance Coefficient P-Value Significance

GDP per Capita 0.0053 0.303 - 0.0046 0.507 -

Deflator -0.0431 0.146 - -0.0403 0.306 -

Mobiles Per capita 0.4328 0.155 - 0.2019 0.616 -

EoDB -0.0048 0.107 - 0.0046 0.251 -

Constant -0.9384 0.045 ** -1.1054 0.048 **

Observations 34 34

R2 0.2321 0.0946
Pseudo R2 0.126 -0.0303
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