
Small FirmsisbjArticle

Socio-cultural factors and 
entrepreneurial activity:  
An overview

Patricia H. Thornton
Duke University, USA

Domingo Ribeiro-Soriano
University of Valencia, Spain

David Urbano
Autonomous University of Barcelona, Spain

Abstract
Scholars who study entrepreneurship have lent great value by exploring the factors that explain how 
entrepreneurs create new businesses and thus, how societies and economies grow and prosper. 
Although there has considerable research based on psychological and economic approaches to 
entrepreneurship, the influence of socio-cultural factors on enterprise development remains 
under studied. Therefore, the aim of this paper is to integrate, from a theoretical perspective, the 
socio-cultural factors and entrepreneurial activity. In this sense, the article points out that the 
institutional approach could be an apt framework to develop future research analyzing the socio-
cultural factors that influence the decisions to create new businesses.  Also, a brief overview of the 
content of each of the papers included in this special issue is presented.
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Introduction

Entrepreneurial activity is a vital source of innovation, employment and economic growth (Birch, 
1979; Carree and Thurik, 2003; Parker, 2004; Storey, 1994; van Stel et al., 2005; Wennekers and 
Thurik, 1999, among others). Scholars who study entrepreneurship have lent great value by 
continuing to explore the factors that explain how entrepreneurs best create new business and 
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thus, how societies and economies grow and prosper. With the entrepreneurial turn of the 1990s, 
during which universities invested in building high-quality faculties to teach and research entrepre-
neurship and governments increasingly viewed entrepreneurship as a solution to many social and 
economic problems, there has been considerable growth in new research from psychological and 
economic points of view. In spite of this growth in the literature and the salience of entrepreneurship 
in public policy, the influence of social and cultural factors on enterprise development remains 
understudied.

This special issue is dedicated to examining the social and cultural factors involved in entrepre-
neurial activity. Scholars have long pointed out the importance of socio-cultural factors in the deci-
sion to create new businesses, arguing that entrepreneurship is embedded in a social context (Aldrich 
and Zimmer, 1986). However, our review of the literature reveals that it is personal and economic 
factors that have received the lion’s share of attention with a focus upon either individual entrepre-
neurial behaviour or the activity of new entrepreneurial firms. Such studies of individual entrepre-
neurial behaviour generally refer to the individual pursuit of new economic endeavours, ranging 
from self-employment to the creation of substantial organizations (Carsrud and Johnson, 1989; 
Collins et al., 1964; McClelland, 1961). Other studies have typically focused on the economic 
approach of entrepreneurship (Audretsch and Keilbach, 2004; Audretsch and Thurik, 2001; Parker, 
2004; Wennekers et al., 2005).

Nonetheless, scholars continue to argue that entrepreneurial variations are better understood by 
considering the social environment in which the firm is created, because, in addition to economic 
activity, entrepreneurship is a social phenomenon (Berger, 1991; Shapero and Sokol, 1982; 
Steyaert, 2007). While the economic conditions may explain some of the variation, any convincing 
explanation must take account of the social and cultural aspects of entrepreneurial activity 
(Drakopoulou Dodd and Anderson, 2007).

Both entrepreneurship practitioners and public policy-makers have shown a growing interest in 
the contextual factors in which entrepreneurial activities take place. For example, international 
organizations such as the Organisation for Economic Co-operation and Development (OECD) and 
European Union (EU) are focusing on the environmental drivers of entrepreneurship, especially 
the social and cultural factors that influence the individual career choice to be an entrepreneur and 
to create a new business (European Commission, 2004, 2006; OECD, 1998, 2000).

The articles in this special issue both challenge and exploit established theory and empirical 
research in entrepreneurship, and define and explore new areas of entrepreneurship research. These 
papers use multiple methods, both qualitative and quantitative, and engage international compari-
sons of different national and cultural contexts, including Denmark, Spain, China, Singapore and 
the United States. As thick descriptions, two of the articles define and explore new terrain in the 
domains of social and transnational entrepreneurship. Two additional articles suggest new variants 
and applications of established social capital theory. By presenting non-intuitive empirical and 
confirmatory analyses these articles pave the way for new orienting strategies in entrepreneurship 
research.

More generally, the idea that individuals and organizations affect and are affected by their social 
context is not new. It is a seminal argument in both classic and contemporary sociology, and the 
argument has been applied to the study of entrepreneurship at different levels of analysis (Thornton, 
1999). Let us not forget that Weber’s (1930) classic thesis was multi-level – that culture legitimated 
individualism, which led to economic development. Since it was first stated, Weber’s argument 
continues to be tested, using various operationalizations of culture, by psychologists (McClelland, 
1961), sociologists (Collins, 1997; Delacroix and Nielsen, 2001) and, more recently, by economists 
(Becker and Woessmann, 2007).
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However, identifying and measuring how social and cultural contexts affect individual behav-
iour is undoubtedly a challenge. Reynolds (1991) for example, suggested that the starting point 
should be to consider how each person participates in a variety of face-to-face or interpersonal 
groups for the major domains of life: family, work, political, religious, leisure or recreational, 
neighbourhood and so forth. In a similar vein, it has been found that entrepreneurs have a wide 
range of casual contacts (Aldrich and Zimmer, 1986; Birley, 1985), suggesting that a variety of 
trusted social linkages is an important prerequisite to developing an entrepreneurial idea (Shane, 
2000), the decision ‘to be an entrepreneur’ (Reynolds, 1991), and for garnering the resources to 
start a new business (Shane and Cable, 2002).

Therefore, the aim of this paper is to integrate, from a theoretical perspective, the socio-cultural 
factors and entrepreneurial activity. In this sense, the article points out that the institutional 
approach could be an apt framework to develop future research analyzing the socio-cultural factors 
that influence the decisions to create new businesses. Also, a brief overview of the content of each 
of the papers included in this special issue is presented.

Social factors and entrepreneurial activity: Embeddedness and 
relational networks

Understanding entrepreneurship as a social phenomenon allows us to draw on the well-developed 
more general literatures on social capital and social networks. The concept of social capital is argu-
ably one of the most successful ‘exports’ from sociology to the other social sciences (Portes, 2000). 
The origin of the term ‘social capital’ is credited to Jacobs (1962) and Loury (1977) developed the 
individualistic and economic conception (Anderson and Jack, 2002; Anderson et al., 2007). Social 
capital is defined as the tangible and virtual resources that facilitate actors’ attainment of goals and 
that accrue to actors through social structure (Portes, 1999). Given the central proposition that 
networks of relationships constitute a valuable resource (Nahapiet and Ghoshal, 1998), many of 
the insights of social capital theory relative to entrepreneurial activity can be found in the social 
network literature (Casson and Della Giusta, 2007).

In general terms, social networks are defined by a set of actors (individuals and organizations) 
and a set of linkages between those actors (Brass, 1992). Social networks are the relationships 
through which one receives opportunities to use financial and human capital – relationships in 
which ownership is not solely the property of an individual, but is jointly held among the members 
of a network (Burt, 1992). Social networks are also a set of relationships that can define the percep-
tion of a community, whether a business community or a more general notion of community in 
society (Anderson and Jack, 2002). Thus, society, in the abstract sense, is a series of connected or 
‘tied’ nodes (Narayan and Pritchett, 1999).

This broad conception of social networks and social capital implies that the dynamics of eco-
nomic exchange are socially embedded (Granovetter, 1985; Portes and Sensenbrenner, 1993). As 
distinct from rational choice perspectives, the social embeddedness perspective emphasizes that, in 
embedded contexts, entrepreneurial agency, that is the ability to garner entrepreneurial ideas and 
the resources to develop them, is shaped by implicit norms and social mores. Thus, social capital 
is conceptualized as a set of resources embedded in relationships (Burt, 1992). This idea raises 
interesting questions revolving around the entrepreneurial applications of social capital, in particu-
lar, in relation to some less desirable consequences. For instance, the exploitation of social capital 
by any one person or entrepreneur, even within contextual rules, if any, implies both winners and 
losers (Anderson and Jack, 2002). Related to this idea, Portes and Landolt (2000) identified four 
negative consequences of social capital: exclusion of outsiders, excess claims on group members, 
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restriction on individual freedoms and downward levelling of norms. As an example, these authors 
point out that the same strong ties that enable group members to obtain privileged access to 
resources bar others from securing the same assets. In a similar vein, the particularistic preferences 
granted to members of a clan or circle of friends are commonly at the expense of the universalistic 
rights of others. This phenomenon of unequal rights to entrepreneurial resources often frame the 
differences among ethnic entrepreneurial groups, or among entrepreneurs in different regions or 
countries (e.g. developing countries). This view of social capital is closely associated with the 
emphasis placed by Coleman (1993) on community structures as a mechanism of social control, 
which, in turn, is also linked with the predominant culture in a specific society.

Within the field of entrepreneurship many studies have drawn on social network analysis to 
illustrate entrepreneurs’ access to resources that are not possessed internally (Bowey and Easton, 
2007; Casson and Della Giusta, 2007; Ostgaard and Birley, 1994). The underlying idea is that, 
although entrepreneurs usually hold some of the resources necessary to create a business (e.g. 
ideas, knowledge and competence to run the business), generally they also need complementary 
resources which they obtain through their contacts (e.g. information, financial capital, labour) to 
produce and deliver their goods or services (Aldrich and Zimmer, 1986; Cooper et al., 1995; Greve 
and Salaff, 2003; Hansen, 1995; Ribeiro-Soriano and Urbano, 2009; Teece, 1987).

In the entrepreneurship network literature, three elements of network relations stand out as criti-
cal to theoretical and empirical research on the entrepreneurial process (Hoang and Antoncic, 
2003; Johannisson, 1988, 1998): the nature of the content that is exchanged between actors 
(e.g. social capital and intangible resources, such as emotional support) (Bates, 1997; Light, 1984; 
Zimmer and Aldrich, 1987), the governance mechanisms in network relationships (e.g. trust 
between entrepreneurs and venturing partners) (Larson, 1992; Lorenzoni and Lipparini, 1999), and 
the network structure created by the crosscutting relationships between actors (e.g. the ability to 
use cohesion and structural holes to discover and develop entrepreneurial returns) (Burt, 1992; 
Hansen, 1995).

Cultural factors and entrepreneurial activity

Because societies are endowed by nature with different physical environments, members of society 
must adopt environmentally relevant patterns of behaviour to achieve success. These environmen-
tally relevant patterns of behaviour lead to the formation of different cultural values in different 
societies, some of which influence the decision to create new businesses. Thus, culture, as distinct 
from political, social, technological or economic contexts, has relevance for economic behaviour 
and entrepreneurship (Shane, 1993; Shapero and Sokol, 1982).

One of the difficulties in examining the cultural affects and effects in relation to entrepreneurial 
activity is the lack of a precise and commonly understood definition of culture (McGrath et al., 
1992). Anthropologists suggest that culture is related to the ways in which societies’ organize 
social behaviour and knowledge (Hall, 1973; Kroeber and Parsons, 1958). Cultural values are 
defined as the collective programming of the mind which distinguishes the members of one human 
group from another and their respective responses to their environments (Hofstede, 1980).

Several studies have stressed the influence of cultural factors on entrepreneurship from different 
perspectives. Hayton et al. (2002), in their literature review, link culture and entrepreneurship to 
three broad streams of research. The first focuses on the impact of national culture on aggregate 
measures of entrepreneurship such as national innovative output or new businesses created. The 
second stream addresses the association between national culture and the characteristics of individ-
ual entrepreneurs. The third explores the impact of national culture on corporate entrepreneurship. 
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Accordingly, when an individual creates a business in a specific cultural environment, this business 
reflects that cultural environment, for example characteristics such as strategic orientation and 
growth expectations for the business. 

Much of the research in entrepreneurship that considers cultural variables has followed 
Hofstede’s (1980, 2001) seminal work showing how culture is manifested in various forms, and 
how cultural values at individual or societal levels are influenced by national culture. According to 
this view, cultural differences across societies can be reduced to four quantifiable dimensions: 
uncertainty avoidance, individualism, masculinity and power distance. The dimension of uncer-
tainty avoidance represents preference for certainty and discomfort with unstructured or ambigu-
ous situations. Individualism stands for a preference for acting in the interest of one’s self and 
immediate family, as distinct from the dimension of collectivism, which stands for acting in the 
interest of a larger group in exchange for their loyalty and support. Power distance represents the 
acceptance of inequality in position and authority between people. Masculinity stands for a belief 
in materialism and decisiveness rather than service and intuition. Using Hofstede’s (1980) concept 
of culture, researchers have in general hypothesized that entrepreneurship is facilitated by cultures 
that are high in individualism, low in uncertainty avoidance, low in power-distance and high in 
masculinity (Hayton et al., 2002).

Anthropologists view entrepreneurship as well as other social processes as cultural processes 
(e.g. Greenfield and Strickon, 1986; Stewart, 1991). In particular, the important role of norms and 
traditions has been demonstrated, which, although they generally do not inhibit entrepreneurship, 
can do so. From an anthropology perspective, attention to social and cultural factors related to the 
creation of a new business has provided interesting contributions to the understanding of entrepre-
neurship, especially through the study of social constraints (Garlick, 1971; Kennedy, 1988; Wiewel 
and Hunter, 1985) and collective approaches (e.g. family business, community-centred business, 
ethnic or organizational entrepreneurship) to business formation and growth (Benedict, 1968; 
Davis and Ward, 1990; Kleinberg, 1983; Parker, 1988, among others).

In sum, central approaches to understanding the role of social and cultural factors revolve 
around the concepts of ‘networks’ and ‘embeddedness’ (Granovetter, 1985, 1992), and the research 
stream based on Hofstede’s (1980, 2001) dimensional cultural framework.

Although, in general the research has shown cultural variables to have an influence on entrepre-
neurship, cultural variables in many cases have been theorized and modeled as moderating of 
entrepreneurial outcomes (Hayton et al., 2002). This suggests that greater attention should be given 
to the interactions among cultural dimensions and the conception of culture that allows for greater 
complexity in relation to other characteristics of the environment.

The effects of such cultural complexity are being explored by an eclectic group of economists 
and sociologists around the idea of how culture provides justifications for individuals’ actions and 
results in economies of worth to us all collectively (Berger, 1991; Carsrud and Johnson, 1989). In 
contrast to the Parsonian conception of culture as a relatively monolithic force within a nation and 
Hofstede’s dimensions developed from data in the corporate setting, these scholars view culture as 
fragmented by institutional orders which may or may not align with national culture (Busenitz  
et al., 2000; DiMaggio, 1997).

According to this view, the major domains of life and how they affect entrepreneurial behaviour 
are conceptualized and measured within the context of distinct institutional orders – for example 
the family, the religions, the market, the professions, the state and the corporation (Thornton, 2004; 
Thornton and Ocasio, 2008). These institutional orders embody competing and conflicting sources 
of norms, values, legitimacy and justifications of worth that have consequences for supporting or 
discouraging entrepreneurial behaviour.
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Elements of these institutional orders are potentially decomposable and transposable into new 
contexts. This modularity implies that culture, rather than being consistent in values, can be quite 
inconsistent, if not awkward in manifesting value clashes and role ambiguities that become par-
ticularly visible when elements are transposed from one institutional order to another. For example, 
the family and the market as institutional orders embody values that organize behaviour and knowl-
edge in quite different ways. Friedland and Alford (1991: 248) exemplify this argument with the 
simile that, ‘acting like one was selling a used car at the family dinner table would draw scorn 
while treating a used car salesman like a family member would lead to exploitation’. This simile 
illustrates that individuals and organizations have the capacity to loosely couple and manipulate 
elements of culture – using them strategically as if they were a ‘tool kit’ (Boltanski and Thevenot, 
1991; DiMaggio, 1997; Swidler, 1986; Thornton, 2004). Scholars are beginning to use variants of 
this line of cultural theory in quantitative research that explains the intention to start a business in 
different cultures (Klyver and Thornton, 2010).

Integrating social and cultural factors and entrepreneurial activity: An 
institutional perspective

This literature review reinforces the view that the problem of integrating analyses of the social and 
cultural factors that affect entrepreneurship is challenging. A growing number of scholars are 
developing institutional approaches to explain various topics of entrepreneurship and SMEs (Aidis, 
2005; Anderson, 2000; Busenitz et al., 2000; Djankov et al., 2002; Hardy and McGuire, 2008; 
Kalantaridis, 2007; Lerner and Haber, 2001; North et al., 2001; Pugh and Dehesh, 2001; Stephen 
et al., 2009; Urbano, 2006; Wai-Chung, 2002; Welter, 2005). Because institutions are constituted 
by culture and social relations, and because human, social and cultural capital are often antecedents 
to acquiring financial capital and other resources needed to start a business, an institutional 
approach with its broad meta-theory holds out the promise of developing future entrepreneurship 
research.

Various theories and methods of institutional analysis are used in the different branches of the 
social sciences for example, in sociology, political science and economics (Scott, 2008). There is 
considerable variance in the definition of an institution, and in the analytical methods used by 
scholars to study institutions and their effects. At the baseline, we define institutions as establishing 
a stable structure for human interaction. Scott (2008: 33) suggests that institutions consist of cogni-
tive, normative and regulative structures and activities that provide stability and meaning in social 
behavior. Institutions are the rules of the game in a society that function as constraints and oppor-
tunities shaping human interaction (North, 1990: 3). Applied to the field of entrepreneurship, insti-
tutions represent the set of rules that articulate and organize the economic, social and political 
interactions between individuals and social groups, with consequences for business activity and 
economic development (Díaz et al., 2005; Veciana and Urbano, 2008).

According to North (1990), institutions can be formal, such as political and economic rules and 
contracts, or informal, such as codes of conduct, conventions, attitudes, values and norms of behav-
iour. Formal institutions are subordinate to informal institutions in the sense that they are the delib-
erate means used to structure the interactions of a society in line with the norms and values that 
make up its informal institutions. North’s definition implies that policy-making which attempts to 
change the formal institutions of society without measures to adjust the informal institutions in 
compatible ways will have marginal success. For example, difficulties arise when a governing 
body can influence the evolution of society’s formal institutions in a direct way, yet the less tangi-
ble informal institutions remain unaltered outside the direct influence of public policy. While 
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informal institutions can be shaped, they are likely to resist change and take time to evolve towards 
new social norms. For example, ‘radically different’ performance of economies can exist over long 
periods of time as a result of the embedded character of informal institutions (North, 1990, 2005).

Sociologists (DiMaggio, 1988; Scott, 2008; Thornton, 1999) extend this economic view of the 
distinction between formal and informal institutions arguing that the gap or lag between formal and 
informal institutions, potentially generated by corporate and public policy-makers, can give rise to 
an unintended consequence. In the sociologist’s parlance (Thornton, 1999), this is a ‘loose cou-
pling’ effect caused when individuals and organizations decouple elements of culture or layers of 
organizational structure to avoid the conflict that such an incompatibility may present. Such decou-
pling, for the ‘institutional entrepreneur’, can be the  genesis for new combinations of institutional 
and organizational parts from the entrepreneurial landscape (DiMaggio, 1988; Meyer and Rowan, 
1977). Hence, both formal and informal institutions can legitimize and delegitimize business activ-
ity as a socially valued or attractive activity – and promote and constrain the entrepreneurial spirit 
(Aidis et al., 2008; Veciana and Urbano, 2008; Welter, 2005). In summary, the different varieties of 
institutional approaches provide an overall meta-theoretical framework for integrating an under-
standing of the contributions of the socio-cultural factors in entrepreneurship research, as well as 
suggesting avenues for future research.

The content of the special issue

This special issue contains four articles by scholars from several countries and universities. In the 
first article, Urbano, Toledano and Ribeiro-Soriano bring to light the importance of socio-cultural 
factors as informal institutions in their culturally comparative study of the emergent field of tran-
snational entrepreneurship. In exploring the factors that affect the emergence and development of 
transnational entrepreneurship, they examine – using a qualitative approach and case studies – four 
different ethnic groups in Catalonia, a region in north-east Spain. Their comparative research 
design reveals analytical accounts of four ethnic groups – Ecuadoreans from Latin America, 
Moroccans from North Africa, Chinese from Asia and Romanians from Eastern Europe.

Combining entrepreneurship, ethnic and transnational entrepreneurship literatures with institu-
tional economics as their analytic framework, the authors find that, while role models and immi-
grants’ entrepreneurial attitudes and values play an important role in the emergence of transnational 
entrepreneurial activity, it is the immigrants’ social networks and their perceptions of the host soci-
ety’s culture as providing entrepreneurial opportunities that are the most crucial factors in facilitat-
ing the development of transnational entrepreneurial activities.

In the second article, Korsgaard and Anderson study the emergence and development of a natu-
ral social and economic experiment – the media-popularized sustainable settlement of Friland in 
rural Denmark. This settlement, started in 2002, involves more than 70 people and the construction 
of 23 houses. As in the Urbano et al. study, the authors show that, far beyond simple economic 
decision making, it was the social conditions of entrepreneurs combined with the social nature of 
entrepreneurial opportunities that affected the entrepreneurial process. The study is novel in that 
the authors show how to employ the case study method as an analytical tool to ‘plot’ coordinates 
and theorize the social outcomes of the entrepreneurial process on both a horizontal and vertical 
level of analysis. The authors examine the enactment of a very socialized opportunity for how 
actors explore the various roles played out in entrepreneurial growth. The case illustrates the inter-
play of social, cultural, political and economic actors and factors. Social value is created in multi-
ple forms at different centres and on different levels: from individual self-realization through 
community development to broad societal impact. Complex interrelations are also found between 
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the different levels and centres. Horizontally, different ‘types’ of social value were created; and in 
a vertical sense different centres of value creation spread across different levels – from individual 
to societal. Thus, the authors use the case to illustrate how entrepreneurship is as much a social as 
an economic phenomenon.

Because social capital is widely assumed to be a pivotal asset affecting the probability of fund-
ing for new ventures and their longer-term success, the concept has attracted the attention of  
policy-makers who aim to promote new business venturing as a strategy to improve economic 
performance among their constituencies. One instrument in the arsenal of both educators and 
policy-makers is assisting individuals to build their social capital by forging links between inven-
tors, potential entrepreneurs, venture capitalists and other related key actors who control start-up 
resources.

The third article, by Audretsch, Aldridge and Sanders, provides the first systematic empirical 
assessment of the outcome of an innovation accelerator–social networking event at the Stanford 
University Emerging Entrepreneurship Conference, held in Palo Alto, California. Even in the heart 
of the resource-rich Silicon Valley, this event was specifically staged to build the social capital of 
individuals who did not perceive themselves as having adequate access to entrepreneurial resources. 
The authors ingeniously tracked conference participants subsequent to their participation in the 
event to determine the impact that the networking event had in helping them to establish new ven-
tures. The study collected data to examine both the effectiveness of this type of social capital build-
ing event and to discern empirically the most critical elements in the social context that helped or 
hindered new venturing. Overall, the findings revealed that the event did facilitate entrepreneur-
ship and innovation by those who participated. However, the broader message from the study is 
that, because entrepreneurs require help to mobilize social capital even in resource-rich places like 
Silicon Valley and Stanford University, such help is needed elsewhere.

However, it is not just building networks that is important, it is also how they are built that 
counts in terms of the value of an entrepreneur’s social capital and the capacity of their relation-
ships to manifest strategic resources – whether it be finding a job (Granovetter, 1985) or discover-
ing and maximizing value on an entrepreneurial idea (Burt, 2004). Surprisingly, the prolific 
network research is inattentive to the many peculiarities of the start-up environment. That is, job 
searches and the manipulation of information in a corporation are not one and the same as garner-
ing resources in the start-up community. For example, contrary to Burt’s (1992) argument that 
structural holes maximize entrepreneurial returns, investors and resource providers at the seed 
stage mitigate risk by developing cohesion in their networks, not structural holes. This argument 
stems from the empirical observation that, because the quality of the management team is often the 
largest risk factor in a start-up, it follows that network cohesion, which signifies personal trust and 
reputation, is the structure more likely to provide higher entrepreneurial returns. Thus, the contin-
gent value of different network structures in the start-up context – that is, under what conditions it 
is better for the entrepreneur to have cohesion or structural holes in their networks – represents 
important unexplored areas in which to elaborate and apply existing network theory to entrepre-
neurship scholarship.

In the fourth article, Zhang, Soh and Wong do just that in their study of direct ties, prior knowl-
edge and entrepreneurial resource acquisition in China and Singapore. They introduce prior knowl-
edge of resource owners as an inverse measure of information asymmetry and investigate the 
contingent effect of prior knowledge and tie strength between entrepreneurs and resource owners 
on the likelihood of entrepreneurial resource acquisition. Using data from 378 high-tech ventures 
located in Beijing, China and Singapore, their analysis shows that strong ties are more salient than 
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weak ties in entrepreneurs’ resource acquisition, and this importance grows when resource owners 
have less prior knowledge to offset problems of information asymmetry. Similar network effects 
are found in both China and Singapore. The insignificant country difference suggests that the 
social network culture of start-up communities is universal. To reduce the problem of uncertainty 
and information asymmetry, start-up communities must function on relatively closed networks 
rather than market contracts. The significant effect of tie strength in both Beijing and Singapore 
start-up communities, and the anecdotal evidence from their interviews, demonstrate that, to the 
extent that social networks are useful information channels, entrepreneurs are more likely to turn 
to interpersonal ties for seeking contacts or acquiring resources. Combined, both the Audretsch, 
Aldridge and Sanders, and the Zhang, Soh and Wong studies reveal the importance of both formal 
and informal institutions and organizations in understanding the contingent value of social capital 
to entrepreneurial activity.

Concluding remarks

The popular perception of entrepreneurship is of a heroic individual or an economically successful 
firm (Cole, 1959; Collins et al., 1964; Schumpeter, 1934). However, this fundamental attribution 
error continues to erode in the face of increasing evidence showing that individuals and entrepre-
neurship are socially embedded in network structures (Aldrich and Zimmer, 1986; Casson and 
Della Giusta, 2007; Johannisson, 1988) which are situated within a specific cultural context 
(Hofstede, 2001). Because the scope of the institutional perspective considers both the cultural and 
the social relational, it could be an apt framework to analyse the social and cultural factors that 
influence the decisions to create new businesses. The articles in this special issue illustrate this 
perspective.
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