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Abstract

Recently, a new direction of research on the connection between entrepreneurial activity and develop-
ment has emerged. In the scientific literature that deals with the subject matter, there is a great variety
of variables that express the level of entrepreneurial activity. The mentioned diversity is the result of
differences in the interpretation of entrepreneurship. The research results vary depending on how entre-
preneurship is interpreted, whether as a way of behaving, a business registration process, or a productive
activity. This paper aims to: (a) present, in a systematic way, indicators that can be employed as direct
or indirect measures of the level of entrepreneurship and (b) examine the relationship between entrepre-
neurship and the level of country development. For the purpose of the mentioned analysis we used the
Global Entrepreneurship Monitor (GEM) 2024 data relevant and comparable for 46 selected countries.
The results of our preliminary research indicate that internationally oriented businesses have statistically
significant positive influence on development. Based on the obtained results, the conclusion is that there
cannot be a general assessment of the relationship between entrepreneurship and the level of develop-
ment. Instead, it is necessary to consider the fact that entrepreneurship is a complex phenomenon. When
analysing its relationship with macroeconomic performance, one should take into account some of its
specificities (which are expressed and measured by different indicators).
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1. INTRODUCTION

In practice, entrepreneurship is most often identified
with the process of registering one's own private busi-
ness. Nevertheless, the theoretical scope of the term is
much broader. In addition to the mentioned interpreta-
tion, entrepreneurship can be seen as a form of behav-
iour or as a process that brings a productive result.
Entrepreneurship as a form of behavior is based on the
view that an entrepreneur is defined by the recognition
and exploitation of an opportunity. In this approach, the
focus is on the individual rather than the organization,
meaning that any individual who assumes risk is
considered an entrepreneur, regardless of the type of
activity they engage in or whether the business is
formally registered. According to the third perspective,
only those businesses that achieve a high level of
performance (innovation or growth) are considered
entrepreneurial. This type of entrepreneurship is known
as productive entrepreneurship and is characterized by
boldness, deviation from established business patterns
and practices, and a constant search for introducing new
products and new markets and creating new organisa-
tional forms. In academic literature, the first and third
approaches to entrepreneurship are most often used, i.e.
entrepreneurship based on business registration and per-
formance-based entrepreneurship. From an economic
point of view, the first approach is acceptable even
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though it does not necessarily include innovative
businesses, since a product or production process does
not have to be new in order to have an economic impact.
Given that there are three different ways to interpret en-
trepreneurship, research papers must clearly specify
which indicator (variable) is employed to measure the
level of entrepreneurial activity to avoid methodological
issues and problems with result interpretation. It is ra-
ther important in studies dealing with the (cause-and-
effect) relationship between entrepreneurship and other
phenomena. Analysing the link between entrepreneur-
ship and development requires the specification of indi-
cators to measure both observed phenomena so that ad-
equate recommendations can be given to policymakers.
Considering the above, this paper has two parallel goals:
a) to offer a systematic presentation of the indicators
used to measure the level of entrepreneurial activity and
b) to evaluate the connection between the level of entre-
preneurial activity and the level of development. In the
following, i.e., the second part of the paper, the results
of research by other authors who observed the relation-
ship between entrepreneurship and development are
presented, with an emphasis on the variables they used.
The third part presents the methodology and data used
in our preliminary research, followed by a discussion of


mailto:dejan.molnar@ekof.bg.ac.rs
mailto:jelena.marjanovic@ekofis.ues.rs.ba
mailto:jelena.marjanovic@ekofis.ues.rs.ba
https://doi.org/10.63356/redete.2025.022

University of Banja Luka

the obtained results in the fourth section. The last, i.e.
fifth part of the paper offers concluding considerations.

2. LITERATURE REVIEW

The variables most used in the literature to measure the
level of entrepreneurial activity were taken from the
Global Entrepreneurship Monitor (GEM) study, which
collects data on entrepreneurial activity by surveying
the adult population. In a 2020 paper, a group of authors
examined the impact of entrepreneurial activity on eco-
nomic growth. Entrepreneurial activity was measured
using the "new businesses" indicator. The analysis was
conducted on a sample of 74 economies, categorised by
their level of economic development, over a six-year pe-
riod. The results revealed a positive impact of entrepre-
neurship on economic growth in developed countries,
and a negative impact on developing countries. The fact
that the drivers of entrepreneurship in developed coun-
tries are simultaneously economically beneficial, while
those in developing countries tend to hinder economic
growth, suggests that promoting entrepreneurship may
not be as relevant for developing economies as it is for
developed ones (Almodovar-Gonzalez, Fernandez-Por-
tillo & Diaz-Casero, 2020, p. 14). The authors empha-
sise that the variable "new businesses™ used to measure
entrepreneurial activity is of a generic type and that it
has a stronger component of necessity in developing
countries, and a stronger component of opportunity in
developed countries. In developing countries, it tends to
reflect necessity-based entrepreneurship, whereas in de-
veloped countries, it more often reflects opportunity-
based entrepreneurship. Necessity-driven entrepreneur-
ship indicates starting a business as a result of adverse
economic circumstances faced by the individual. It is
not about choosing between two alternatives, but about
choosing the only possible option for securing exist-
ence. It is why entrepreneurship based on necessity has
a passive character. On the other hand, opportunity-mo-
tivated entrepreneurship involves recognising a per-
ceived market gap or unmet need. It implies monitoring
market demands, technological advances, and striving
for innovation and growth.

Some authors have taken into account the mentioned
shortcomings of the generic "new businesses” variable,
so they have either omitted it or observed it in combina-
tion with other indicators. Galindo and Mendez (2014)
analysed the impact of opportunity-driven entrepreneur-
ship on economic growth in 13 developed countries
over a decade. Their results indicate that higher entre-
preneurial activity increases economic growth, but that
there is also an inverse relationship. Other authors used
the same variable. Aparicio, Urbano, and Audretsch
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(2015) analysed the impact of opportunity-driven entre-
preneurship on economic growth in 43 countries with
varying levels of economic development from 2004 to
2012. The results of their study showed there is a statis-
tically significant and positive relationship. These find-
ings served to suggest that policymakers should rede-
fine their strategies to encourage this type of entrepre-
neurship. In terms of long-term growth, strategies that
support entrepreneurship driven by exploration and
evaluation of opportunities are significant. Otherwise,
necessity-driven entrepreneurship may help address
short-term issues, but has no impact on long-term eco-
nomic growth (p. 58). The authors reached the same
conclusions when they included two additional varia-
bles for measuring the level of entrepreneurial activity.
Ina 2016 paper, the positive impact of entrepreneurship
on economic growth was confirmed, with this connec-
tion being stronger in OECD countries (Urbano & Apa-
ricio, 2016). Entrepreneurship was measured using
three variables - new businesses, opportunity-driven en-
trepreneurs, and necessity-driven entrepreneurs.

A group of authors combined the new businesses varia-
ble with medium-growth and high-growth entrepreneur-
ship. These refer to entrepreneurs who intend to employ
six or twenty workers, respectively, within the next five
years, and can therefore be characterised as ambitious
entrepreneurs. The results showed that ambitious entre-
preneurship contributes more strongly to macroeco-
nomic growth than overall entrepreneurial activity, i.e.
new businesses. The performance of high-growth entre-
preneurship is particularly strong for countries in tran-
sition (Stam, Suddle, Hessels & Van Stel, 2007). Nev-
ertheless, the authors state that it would be naive to rec-
ommend that policy focuses entirely on ambitious en-
trepreneurs, as economic growth is most likely to be
achieved through a combination of small, fast-growing
and large, mature firms. Also, one should be cautious
not to consider high growth ambitions as inherently val-
uable because entrepreneurs can be overly ambitious
relative to the financial resources they have access to,
leading to the premature businesses failure. The study
was conducted on a sample of 36 countries of various
levels of development. In addition to the variables
drawn from the GEM study, other papers on the same
or similar topics have used alternative measures of en-
trepreneurial activity, such as the number of registered
businesses, new business density (number of newly reg-
istered businesses per 1,000 working-age inhabitants),
and the self-employment rate (Apostu & Gigauri, 2023;
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Ben Youssef, Boubaker & Omri, 2018; Castano, Men-
dez & Galindo, 2015; Bjornskov & Foss, 2013).

When talking about development, most papers examine
the impact of entrepreneurship on economic
development. It is generally expressed by variables such
as GDP, GDP per capita or GDP growth rate. However,
some papers examine the relationship between entrepre-
neurship and human development, most often measured
by the Human Development Index (HDI). Rojas,
Chavez-Bustamante & Rubilar-Torrealba (2024) inves-
tigated the connection between entrepreneurship and
human development and concluded that human devel-
opment is negatively related to new business ventures.
Lower human development in a nation can encourage a
higher level of entrepreneurial activity, but also a higher
rate of business termination. These findings indicate a
paradoxical relationship: areas with lower human devel-
opment may inspire more entrepreneurial ventures due
to necessity and limited employment opportunities. On
the other hand, the same environment makes it harder to
sustain these ventures, as evidenced by the higher rate
of business closure.

The impact of entrepreneurship on human development
was also examined by Ballesta, Rosales & Torres

3. DATA AND METHODOLOGY

Due to the existence of diverse approaches to entrepre-
neurship, different indicators for measuring entrepre-
neurial activity emerged. These range from indicators of
self-employment to indicators of innovation-based en-
trepreneurship. Most researchers use the Global Entre-
preneurship Monitor indicators. The GEM study offers
the most comprehensive range of indicators and is cur-
rently the largest and most recognised international re-
search initiative for studying the level and consequences
of entrepreneurial activity (Koellinger, 2008). The main
advantages of the GEM project are definition con-
sistency and internationally comparable data. The
Global Entrepreneurship Monitor was one of the first
initiatives to collect harmonised international data. To-
day, there are other databases focusing on the unifica-
tion of data on new businesses (OECD, Eurostat, World
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(2020). The authors used innovative entrepreneurship
and necessity-driven entrepreneurship as measures of
entrepreneurial activity. Panel analysis showed that
innovative entrepreneurship improves quality of life in
the dimensions measured by the Social Progress Index
and the Modified Human Development Index. On the
other hand, necessity-driven entrepreneurship does not
contribute to human development, at least in the
dimensions measured by these two indices, since this
type of entrepreneurship is primarily aimed at provision
of existential needs.

The Human Development Index is a more comprehen-
sive component than GDP, as it includes both economic
and social dimensions. It represents a holistic approach
to understanding development, in contrast to other
measures that focus solely on economic expansion.
Therefore, it is significant to avoid relying exclusively
on economic indicators, given the growing importance
of non-economic measures (Maniyalath & Narendran,
2016). The relationship between entrepreneurship and
human development has been explored by other authors
(Rani & Kumar, 2021; Dvoulety, Gordievskaya & Pro-
chazka, 2018).

Bank), but their emphasis is on formally registered busi-
nesses, i.e. legal subjects. On the other hand, the GEM
focuses on early-stage entrepreneurial activity and en-
trepreneurial intentions.

Table 1 shows the indicators of entrepreneurship that
have been collected in recent years as part of the GEM
study. Indicators represented in the GEM study since its
inception are nascent entrepreneurs, newly registered
businesses, new businesses (total early-stage entrepre-
neurial activity) and ambitious entrepreneurs (growth-
oriented entrepreneurs). The value of the indicators is
obtained by surveying the adult population in the coun-
tries included in the research. One of the challenges for
entrepreneurship researchers is the irregular participa-
tion of countries in the study, which makes long-term
analysis difficult.

Table 1: GEM entrepreneurship indicators

Indicator

Definition
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Nascent Entrepreneur-
ship
Rate

REDETE 2025 Conference Proceedings

Percentage of adults aged 18-64 years who are actively
involved in setting up a business they will own or co-own -
nascent entrepreneurs

New Business
Ownership Rate

Percentage of adults aged 18-64 years who are owner-manag-
ers of a new business, i.e. who own and manage a running
business, not older than 3.5 years - newly registered businesses

Total early-stage
Entrepreneurial Activity
(TEA)

Percentage of adults aged 18-64 years who are either
a nascent entrepreneurs or owner-managers of a
new business, not older than 3.5 years - new businesses

Established Business
Ownership Rate (EBOR)

Percentage of adults aged 18-64 years who own and manage
businesses older than 3.5 years - established businesses

Business Services

Percentage of new businesses involved in business services

Consumer Services

Percentage of new businesses involved in consumer services

High Growth Expectation
Entrepreneurial Activity

Percentage of new businesses that expect to employ six or
more people five years from now - ambitious entrepreneurs

Internationally Oriented
Entrepreneurial Activity

Percentage of new businesses that anticipate 25% or more rev-
enue coming from outside their country - internationally ori-
ented businesses

Scope (local/national/
international

Percentage of new businesses having customers only within
their local area, only within their country, or those having in-
ternational customers

Product/Services Impact
(local/national/global)

Percentage of new businesses having products or services that
are either new to the area, new to their country, or new to the
world - product innovative businesses

Technology/Procedures
Impact (local/national/
global)

Percentage of new businesses having technology or procedures
that are either new to the area, new to their country, or new to
the world - technologically innovative businesses

Business Exit Rate

Percentage of adults aged 18-64 years who have exited
a business in the past 12 months, either by selling, shutting
down or in another way

Exit, Business Continues

Percentage of adults aged 18-64 years who have exited
a business in the past 12 months and that business has been
continued

Exit, Business Does Not
Continue

Percentage of adults aged 18-64 years who have exited
a business in the past 12 months and that business has not been
continued

Source: Adapted from Global Entrepreneurship Monitor, 2025, p. 212-213.

Faculty of Economics

The "new businesses” indicator is calculated as the sum
of two indicators: entrepreneurs who have not yet regis-
tered their business, but have defined an idea and are in
the process of registration (nascent entrepreneurs) and
entrepreneurs who own and manage a running business,
not older than 3.5 years (newly registered businesses).
Based on that, it can be said that the “new businesses”
indicator combines entrepreneurship based on entrepre-
neurial behaviour and entrepreneurship based on busi-
ness registration. Along with growth-oriented entrepre-

229 0f 260

neurs (entrepreneurs aiming to grow through employ-
ment), the "new businesses" indicator is one of the most
commonly used indicators for measuring the level of en-
trepreneurial activity, and will therefore be the subject
of further analysis in this paper. In addition, the subject
of analysis in this paper will also be established
businesses and internationally oriented businesses.

The “established businesses” indicator represents the
percentage of the adult population that owns and man-
ages a business older than 3.5 years. Some authors con-
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sider this indicator as an alternative to sustainable entre-
preneurship (Stephan & Uhlaner, 2010, p. 1348). Estab-
lished businesses ensure the majority of jobs in the
economy, as well as employment stability, so the sur-
vival of businesses on the market should be one of the
key political goals. The importance of this indicator is
also reflected in the fact that, when compared with the
rate of new businesses, a high ratio of new to established
businesses may indicate difficulties in business sur-
vival, sometimes due to an unfavourable entrepreneurial
environment.

Internationally oriented businesses, according to the
standards of the GEM study, are those that plan to gen-
erate 25% or more of their revenue in the foreign mar-
ket. Internationalisation contributes to market expan-
sion and provides access to new resources and talents,
which results in increased income and opportunities for
growth and development of the company. Furthermore,
entering the foreign market enables taking advantage of
economies of scale, extends the life cycle of products
and improves competitiveness.

4, RESULTS AND DISCUSSION
Table 2 presents Pearson's correlation coefficients for
all pairs of variables.
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The following section of the paper examines the rela-
tionship between entrepreneurship and human develop-
ment. The level of entrepreneurial activity is expressed
through four GEM indicators: new businesses, estab-
lished businesses, ambitious entrepreneurs and interna-
tionally oriented businesses. Human development is
measured using the Human Development Index (HDI),
with the aim of capturing not only the economic but also
the social dimension of development. Data were ob-
tained from the GEM study and the Human Develop-
ment Report for 2024 and include 46 countries.®. The
relationship is measured by the Pearson correlation co-
efficient for each pair of variables (new businesses - Hu-
man Development Index, established businesses - Hu-
man Development Index, ambitious entrepreneurs - Hu-
man Development Index, internationally oriented busi-
nesses - Human Development Index). For pairs of
variables where a statistically significant correlation has
been identified, a regression analysis was conducted
with the aim of examining the impact of
entrepreneurship on the Human Development Index.

Table 2: Correlation matrix

Hew_bu~s Establ~s Ambiti~s Intern~s HDI
Hew _busine-~3 1.0000
Estaklishe~s 0.3601* 1.0000
0.012%9
Ambitious_~3 0.6515% 0.422%% 1.0000
0.0000 0.0031
Internatio~s -0.1507 -0.0700 0.0&878 1.0000
0.311% 0.8401 0.850%
HDI -0.2683% 0.0141 -0.0352 0.5562% 1.0000
0.0714 0.9259 0.8163 0.0001

Note: 5% level of significance
Source: Author's calculation

%6 The countries included in the sample are Argentina, Arme-
nia, Austria, Belarus, Bosnia and Herzegovina, Canada,
Chile, China, Costa Rica, Croatia, Cyprus, Ecuador, Egypt,
Estonia, France, Germany, Greece, Guatemala, Hungary, In-
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dia, Israel, Italy, Jordan, Kazakhstan, Latvia, Lithuania, Lux-
embourg, Mexico, Morocco, Norway, Oman, Poland, Puerto
Rico, Qatar, Romania, Saudi Arabia, Serbia, Slovakia, Slove-
nia, Spain, Sweden, Switzerland, Thailand, United Arab
Emirates, United Kingdom and United States of America.



University of Banja Luka

The results of the correlation analysis indicate that the
Human Development Index is statistically significantly
related to internationally oriented businesses (r =
0.5724, p-value = 0.0000). A positive sign indicates that
the variables move in the same direction.

The obtained results served as the basis for conducting
the regression analysis. Given that only internationally
oriented businesses showed statistically significant
correlation with the Human Development Index, this

REDETE 2025 Conference Proceedings

Faculty of Economics

variable will be used as the independent variable in the
regression analysis. The control variables were
determined by data availability, namely GDP per capita
and the unemployment rate.
HDI = Bo + B1 International + B2 GDPpc + B3
Unemployment

The results of the regression analysis are presented in
Table 2.

Table 2. Regression analysis

p-value

Variable Coefficient | Std. error | (5% sign. level) | t-ratio
International

businesses 0.002034 | 0.0008506 0.021 2.39

GDPpc 1.48e-06 4.67e-07 0.003 3.17
Unemployment | -0.000407 | 0.0027929 0.885 -0.15
R-squared 0.5562

p-value
(5% sign. level) 0.0017

F-statistics 5.99

Source: author's calculation

The results of the analysis show that internationally
oriented entrepreneurs have a positive and statistically
significant effect on the Human Development Index (1
= 0.002034, p-value = 0.021) at the 5% significance
level. Of the used control variables, GDP per capita is
statistically significant (p-value = 0.003), while the
unemployment rate is not (p-value = 0.885).
Internationally oriented businesses enable increased
access to resources and markets, but also contributes to
improving the quality of life and fosters economic
inclusion. Entrepreneurs who engage in international
markets facilitate the transfer of knowledge and
technology and increase access to basic services
(employment, education) in regions with a lower level
of development.

The contribution of this paper lies in introducing
internationally oriented businesses into the analysis.
Most existing papers focus on the impact of other types
of entrepreneurship on the Human Development Index,
such as nascent entrepreneurs, new businesses,
innovative businesses, etc. The limitation of this study
is that the analysis was conducted for a single year and
the countries in sample are at different levels of
development. Recommendations for future research
include covering a longer time period in order to
conduct a panel analysis and excluding low-
development countries from the sample. A limiting
factor for such research is the small number of countries
participating in the GEM study each year, which
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significantly reduces the sample size and restricts the
analysis to an unbalanced panel. In addition, some of the
indicators within the GEM study, although diverse,
have shortcomings when examined in a combined
sample. One such indicator is new businesses. This
indicator has a composite structure and includes both
necessity-driven and opportunity-driven businesses.
The economies that record the highest rates of new busi-
nesses are those with a lower level of development, pre-
dominantly from Latin America and Asia. According to
2024 data, the highest rates of new businesses there are
in Ecuador — 33.4%, Chile — 27.2%, Saudi Arabia —
26.4%, Guatemala — 23.7%, Argentina — 23.4%, Bosnia
and Herzegovina — 22.7%, Jordan — 21.1%, Brazil —
20.3%, Thailand —19.7%, etc. (GEM, 2025). Given the
low levels of development in the listed economies, these
data imply that this type of entrepreneurship is neces-
sity-driven. Economies with a lower level of develop-
ment provide fewer opportunities for employment and
career development, so the population is forced to start
their own business ventures with the aim of securing ex-
istence for themselves and their families. Lacking
knowledge and experience to run a business, such busi-
nesses fail more often, as confirmed by the business exit
rates. These are the highest in countries with lower de-
velopment levels: Ecuador — 9.5%, Jordan — 9.1%, Bra-
zil — 7.4%, etc. (percentage of adults who have exited a
business in the past 12 months and that business has not
been continued).
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5. CONCLUSION

The broad scope of the concept of ‘entrepreneurship’ and
the multitude of indicators that can be used to express
the level of entrepreneurial activity provide researchers
with a wide range of opportunities for investigation, but
also limit the ability to draw generalised conclusions.
The indicators included in the GEM study encompass
all three aspects of the entrepreneurship interpretation —
behaviour-based entrepreneurship (nascent entrepre-
neurs), entrepreneurship based on the business registra-
tion (newly registered businesses) and productive entre-
preneurship (ambitious entrepreneurs, internationally
oriented businesses, product innovative businesses,
technologically innovative businesses). Of the four in-
dicators included in this paper, it was found that only
internationally oriented businesses have a statistically
significant impact on the Human Development Index.
The internationalisation of business can be considered a
form of productive entrepreneurship, so the first conclu-
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