ISSN 2415-5284
SALU-CER (2016)
76-95
An Empirical Investigation of the Entrepreneurial Environment: Evidence from
GEM Pakistan Data.
Soomro Raheem Bux1, Khair Mohammad2, Faqeer Muhammad 3
Abstract: The Pakistani people possess a God-gifted ability to be entrepreneurial nation.
In the national economy, Small and Medium Enterprises (SMEs) constitute nearly 90%
of all private firms; they are a source of employment for nearly 80% non-agricultural
labor force; and contribute a share of 40% annually in GDP of the country.
Therefore, this research is basically carried out to investigate entrepreneurial environment
in Pakistan through GEM data. This study has used two sources of data and they are:
the Adult Population Surveys (APS) and 09 indicators of National Experts Survey
(NES). Experts have generally rated entrepreneurial environment of Pakistan as a
mediocre. The biggest constraint for entrepreneurs in Pakistan is access to finance,
while the biggest contributing factor is Cultural and Social Norms and view of
51.50% experts is that access to finance is the most important recommendation given
by the experts. In Pakistan men hold more positive attitude then females towards
starting own business. The Male TEA rate is 21.27 while female rate is just 1.21. In
order to promote an entrepreneurial environment in Pakistan, t he government has to
play an instrumental role.
-----------------------------------------------------------------------------------------------------------Key Words: Entrepreneurship, Entrepreneurial Environments, GEM, National Experts
Survey, Pakistan, TEA, Government Policies and Programs.

-----------------------------------------------------------------------------------------1.0

Introduction

―Across virtually all periods of human history, entrepreneurship has served an important
function in progress of the modern civilization (Shane, 2000)‖. ―Entrepreneurship has
become more important than ever in recent years, and it has received attention as a
leading factor in achieving economic growth, high employment, strong job creation,
and positive social development (Acs, et al., 2005)‖. ―Several scholars have
demonstrated that entrepreneurship is not only beneficial but necessary for a healthy
economy (Gorman 1997 and Henry 2003)‖. ―The entrepreneurial activities put their
effects on an economy in three different ways. First, knowledge spills are created through
entrepreneurial activities. Second, competition increases in the economy as the number of
business entities increase. The increased competition in turn enhances the quality of
products. Finally, knowledge diversification also occurs as an output of entrepreneurial
activities (Van Stel et al., (2005)‖. ―Mohar et al.; (2007) said that the developed
economies ponder entrepreneurship as an energizing socio economic agent, a way of
coping with unemployment problems, a potential catalyst and incubator for technological
progress, the product and market innovation‖.
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The Pakistani people as a nation possess a God-gifted entrepreneurial ability and this due
to the significant contribution of Small and Medium Enterprises (SMEs) in the national
economy. ―SMEs constitute nearly 90% of all private firms; they are a source of
employment for nearly 80% non-agricultural labor force; and contribute a share of 40%
annually in GDP of the country (GEM Pakistan report, 2012)‖. ― Haque (2007) argues
that the development of a small scale sector may be regarded as the reflection of
entrepreneurial efforts in Pakistan‖. The small and medium enterprises are mostly kick
started by the individuals themselves or in partnership with their primary or
secondary peers. While choosing entrepreneurship as a career, individuals base their
decisions on certain environmental factors. ―These factors may range from an evaluation
of market opportunities to the assessment of their own capabilities. Furthermore, the
decision to own a business may differ from country to country depending on cultural,
social, political, and economic contexts (Chu et al., 2011)‖. Actually, these factors
(cultural, social, political, and economic) are making an environment for any type of
entrepreneurial activity.
There are few reasons behind carrying out research study. Firstly, despite of several
efforts taken by the Government of Pakistan like establishing institutes (EPZA, SMEDA,
SME Banks etc.), export re-financing schemes, loosening collateral security requirements
and others to improve an entrepreneurial environment, but, even though, ―GEM Pakistan
report (2010) said that Pakistan lags in start-ups; with less than half the rate of earlystage entrepreneurial activity found in other factor-driven economies‖. ― Bari et al.
(2005) also reports that the SMEs in Pakistan currently perform below their potential and
have low-growth performance‖. ―Ullah et al. (2011) point out that the failure rate of
SMEs has been estimated at 90-95 percent within the initial stage‖. Secondly, most of
the young people after completing their education from higher education institutes give
preference to stable jobs over exploring entrepreneurial career opportunities in Pakistan.
Thirdly, being a Muslim country, Pakistan has dissimilar economic, cultural, values,
educational, political and social environments; there is a need to study separately
entrepreneur environment in Pakistan from other non-Muslim countries. Fourthly, there
is a severe shortage of the literature which has examined an entrepreneurial
environment in Pakistan. Most of the research has been conducted in developed
countries and because of their higher institutional support, more advanced trainings
and educational systems, the conclusion drawn from their research may not be applicable
in Pakistani context.
With the above-mentioned background, the fundamental intention of this research paper is
to found a theoretical base to the various authorities for developing effective strategies and
plans to promote and augment the entrepreneurial development in Pakistan. This research
paper has been organized in following manner. After an introduction, the next part
discusses literature regarding entrepreneurship environment and economic development.
In the subsequent sections, the methodology of the present study has been described
and lastly, findings have been presented. At the end of this research manuscript,
conclusions and recommendations for future research have been mentioned.
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2.0

Literature Review

2.1.
Entrepreneurship and Economic Development
―Entrepreneurship has been defined as a process of creating something new with value by
devoting the necessary time and effort, assuming the accompanying financial, psychic,
and social risk, and receiving the resulting rewards (Hisrich et al., 2005)‖. ―Scarborough
et al., (2003) wrote in their books that entrepreneurship is a major engine driving many
nations‘ economic growth, innovation and competitiveness‖. According to Schumpeter,
the entrepreneur is the prime mover in economic development and his function is to
innovate. ― Ali (2013) stated that a small and medium enterprise helped in the
society and economy development in the country through employment creation and
enhancing the income level of the country people‖.
―The University of Iowa's Center for International Finance and Development states
that: ― Economic development‖ is a term that economists, politicians, and others have
used frequently in the 20th ce nt ur y. The co nc ept , ho we ver , ha s bee n i n
e xist e nc e in the West for centuries‖. ―Modernization, Westernization, and especially
Industrialization are other terms, people have used while discussing economic
development. Economic development has a direct relationship with the environment‖.
―According to the definit ion of Todaro (2012), economic development as an increase
in living conditions, improvement of the citizen‘s self-esteem needs and free and a
just society‖. Development economists distinguish three major phases of economic
development:
(1) ―The economy specialized in the production of agricultural products and small-scale
manufacturing;
(2) The economy shifts from small-scale production towards manufacturing; and
(3) With increasing wealth the economy shifts away for manufacturing towards services
(Syrquin, 1988)‖.
―Porter et al., (2001) have provided a modern rendition of this approach by identifying
three stages of development: (i) a factor-driven stage; (ii) an efficiency-driven stage; and
(iii) an innovation-driven stage economies‖ as shown in Table 1.
Table No. 1: Characteristics of economic groups and key development focus.

2.2
Entrepreneurial Environment
―Entrepreneurial phenomenon has been studied excessively in many countries, using
different methods and covering different aspects (Alvarez et al., 2011)‖. Studying
entrepreneurial environments is a key phenomenon among others. Entrepreneurial
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environments can be defined as a blend of numerous factors which play a key role in
order to promote entrepreneurial activity in any country. ―As the infrastructure develops
and as the entrepreneurial system grows, the system will thrive only if the environment
is conducive for entrepreneurial activity and new venture creation (Pennings, 1980)‖. ―In
order to develop an infrastructure and making conducive environment for
entrepreneurship, the government has to play a pivotal role in this regard.
Governments can influence market mechanisms, making them function efficiently by
removing conditions that create market imperfections or administrative rigidities
(Fogel, 1994)‖. ― Socio-economic factors may be as important as availability of the loans,
technical assistance, physical facilities, and information (Gartner, 1985)‖. ―Beck and
Demirguc-Kunt (2006) argued that for new business to grow, it is important to
strengthen the entrepreneurial environments‖. ―Countries that keep rules and regulations
at a minimum, offer tax and other incentive, and provide training and counseling services
to start-up entrepreneur increase the likelihood of new venture development (Dana,
1987)‖. ―Therefore, changes in the entrepreneurial environment have either a negative
or a positive effect on the growth or failure of small businesses (Ahmad et al., 2010)‖.
2.3
Literature Linking Entrepreneurship Environment
―The environment for entrepreneurship is important for new firm venture (Delmar
and Wiklund, 2008; Ahmad et al., 2010)‖. The term ―entrepreneurial environments‖
refers to a combination of factors that play a role in the development or nurturing of
entrepreneurship and entrepreneurial activities. ―Many works have indicated the effect of
different factors of entrepreneurial environments on entrepreneurship (Fogel, 1994;
Brandstatter, 1997; Zapalska and Zapalska, 1999; Singh, 2000; Ahmad et al., 2010)‖. In
this regard, GEM has described several factors in the category of entrepreneurial
framework conditions (EFCs) like; Education and training, Finance, Commercial and
professional infrastructure, Government policies and programmes, Research and
development, Market openness, Access to physical infrastructure, and Social and cultural
norms.
Access to finance is being considered as the most widely discussed and a recognized
device in the promotion of entrepreneurial activity in any country. ―Finance was the only
external regulator explicitly recognized by Schumpeter, who focused on the availability
of bank credit, although he also mentioned private equity providers (Schumpeter 1934, p.
70)‖. ―Insufficient finance is regularly cited by non-entrepreneurs as a barrier to starting a
business (Volery et al., 1997; Kouriloff, 2000; Robertson et al., 2003; Choo and Wong,
2006), and there is some evidence that restricted competition in banking and government
credit controls can restrict entry in the non-financial sector (Cetorelli and Strahan, 2006;
Kawai and Urata, 2002)‖. In this regard, ―Leibenstein (1968) suggested that there turn on
an N-entrepreneurial investment had different qualities from an investment in routine
entrepreneurship, and this had implications for policy and for the financial industry‖.
Government policies have been explained by GEM as the extent to which regional and
national Government policies and their application, concerning general and business
taxes, Government regulations and administration, are size neutral and/or whether these
policies discourage or encourage new and growing firms (Reihana et al., 2007).
Government programmes at various levels (national, regional and local) are highly
helpful for creating and nurturing entrepreneurial activity in any country. ―In his
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discussion of exogenous factors, Leibenstein (1968) recognized the role of ‗‗nurture‘‘ in
building entrepreneurial capacity‖. ―Nurturing could be conducted by government agents
through dedicated nurturing programs, or professional services advisors, such as
accountants, bankers, lawyers and business consultants (Fischer and Reuber 2003;
Clarysse and Bruneel 2007)‖. ―Governments may support entrepreneurial firms through
programs which provide subsidies, material and informational support for new ventures
(Dahles 2005; Keuschnigg and Nielsen 2001, 2002, 2004)‖. ―Such programs may reduce
transaction costs for the firms (Shane 2002) and enhance the human capital of
entrepreneurs (Fayolle 2000; Delmar and Shane 2003)‖.
―Socio-economic factors may be as important as availability of the loans, technical
assistance, physical facilities, and information (Gartner, 1985)‖. ―The presence of
experienced
and
successful entrepreneurial role models in a community conveys a message to the other
potential entrepreneurs that business is an attractive career option (Zapalska and
Zapalska, 1999)‖. ―Successful entrepreneurs can be developed through educational and
short-term training programs, especially when market imperfections exist, large
industries dominate the industrial sector, government policies do not support small
businesses and several bureaucratic hurdles have to be overcome to get permission to
start a business (Davidson, 1991)‖. ―Countries that keep rules and regulations at a
minimum, offer tax and other incentive, and provide training and counseling services to
start-up entrepreneur increase the likelihood of new venture development (Dana,
1987)‖. ―Therefore, changes in the entrepreneurial environment have either a negative
or a positive effect on the growth or failure of small businesses (Ahmad et al., 2010)‖.
2.4
Entrepreneurship in Pakistan
―Pakistan is a developing country with a population of over 179 million in 2012,
making it the world's sixth most-populous country, behind Brazil and ahead of Nigeria
(GEM Pakistan Report, 2012)‖. ―The structure of the population pyramid has changed a
lot in the past decade as the base of the pyramid has become very heavy and about 80
million people are in the age bracket of 15 to 40 years (GEM Pakistan Report, 2012)‖. In
the national economy Small and Medium Enterprises (SMEs) constitute nearly 90% of
all private firms; they employ 80% of the nonagricultural labor force; and their share in
the annual GDP is 40%.
―The attitude towards entrepreneurship in Pakistan is generally not that favorable;
however, a higher percentage of males than females hold a positive attitude towards
entrepreneurship (GEM, 2016)‖. Probably, therefore, people in Pakistan prefer stable
jobs over self-employment. In Pakistan, there is also a big gap between the TEA
rate of male and female. ― According to GEM Pakistan Report (2012), the male TEA
rate in Pakistan is more than seventeen times that of the female TEA rate‖. This gender
gap in Pakistan is one of the highest in the world when compared with the rest of the
world, including its other factor-driven peer nations.
―According to GEM Pakistan profile, the TEA rate is 11.6%. Most of the entrepreneurial
activities have been done in necessity-driven (in case when no other alternate is
available), while the level of opportunity-motivated entrepreneurship is very low‖.
The growth of SMEs in Pakistan is not free from hidden and apparent constraints. The
most important constraints are lack of coordination, financial constraints, political
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instability, regulatory reforms, labor issues, energy crisis, taxation problems, law and
order situation and a regular information exchange mechanism among institutions etc.
All these constraints (hidden and apparent) are making a non-conducive environment
for the entrepreneurship development in Pakistan. Therefore, we have discussed all
these obstacles in coming parts of this research manuscript.
3.0

Research Methodology

3.1
Premise of GEM model
―The basic model utilized to develop the GEM research program envisioned
characterization of countries in terms of nine dimensions, referred to as entrepreneurial
framework conditions (Paul Reynolds et al., (2005)‖. ―The conceptual model employed
by GEM indicates entrepreneurship attitudes, activities and growth are influenced by
factors of entrepreneurial environments such as availability of finance, government
policies, government programs for assisting new and growing firms, education and
training, research and development transfer, commercial and professional
infrastructure, internal market openness/barriers to entry, access to physical infrastructure,
cultural and social norms (Kelly et al., 2010)‖.
The model shown in Figure 01 furnishes all formal institutional factors which can
impact on an entrepreneurial environment. The model which was proposed by Reynolds
in 1999 has attracted the attention of more than 60 GEM countries. Pakistan is also one
country which joined hands of GEM in 2010.
Figure 01: The GEM conceptual model.
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3.2
Data sources
Global Entrepreneurship Monitor (GEM) 2011 is the source of data collection for this
study. This study has used two sources of data and these are: the Adult Population
Surveys (APS) and National Experts Survey (NES). The primary source of data collection
is APS. This survey (APS) provides data about the total entrepreneurial activities
(TEA), characteristics of entrepreneurs, and new business structure. Whereas, National
Expert Survey provides data for environmental conditions in Pakistan. ― NES has been
conducted through 57 structured interviews of the experts across the Pakistan (GEM
Pakistan Report 2012)‖. These experts belong to various groups like governmental
officials, academicians and resource providers. These experts graded entrepreneurial
conditions on the Likert scale of 5-point that denote various conditions of each
entrepreneurial framework conditions (EFCs).
4.0

Results and Discussion

4.1
Demographic characteristics of Pakistani entrepreneurs
―In Pakistan men hold more positive attitude then females towards starting own
business. In the factor driven countries the lowest level of women participation can be
found in Pakistan, Egypt and Palestine (GEM Pakistan Report, 2012)‖. Similarly, there
is also a significant difference between the male and female rate of total early-stage
entrepreneurial activity (TEA) in Pakistan. According to GEM Pakistan Report
(2012), the male TEA rate is 21.27 while female rate is just 1.21. Established
business ownership (EBO) rate of t he male is 5.81 and female rate 1.6 is again very
low GEM Pakistan Report (2012). Table 02 shows early stage entrepreneurial activity
(TEA) rates of male and female by a province wise in Pakistan. In this table, the highest
rate of Male TEA belongs to Khyber Pakhtoon Khowa (KPK) province, while Sindh
province has the highest female TEA rate followed by Punjab. Expectedly, the female
TEA rate in Baluchistan and KPK is zero.
Table No. 2: Male and female Total early Entrepreneurial Activity in Pakistani
Regions
Province
Male
Female
Sindh
14.60%
3.20%
Punjab
20.50%
0.90%
Baluchistan
30.50%
Khyber Pakhtoon Khowa
37.50%
Source: GEM Pakistan Report 2012
Figures of an early stage entrepreneurial activity (TEA) rate of Male and Female based
on necessity and opportunity are shown in a table 03. In this table, Khyber Pakhtoon
Khowa (KPK) states the highest Male TEA rates for both opportunity (25.80%) and
necessity (11.70%) followed by Baluchistan. Table 03 also shows that entrepreneurial
activity rates of females are significantly lower than males in all regions of Pakistan.
According to Rajput et al., (2009), the females who do business, the social, cultural,
traditional, and religious norms make the environment complex for them. Further, most
of Pakistani females have to remain as house wives to look after house affairs, helping
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husbands in fields and bringing up their kids. While in the urban some females are
engaged in their businesses in order to contribute something to the house income.
Table No. 3: Male and Female Opportunity and Necessity-based Total early stage
Entrepreneurial Activity in Pakistani Regions.
Opportunity TEA
Necessity TEA
Province

Male

Female

Male

Female

Sindh

5.40%

0.80%

8.90%

2.40%

Punjab

8.70%

0.20%

0.50%

0.50%

Baluchistan

10.20%

-

20.30%

-

Khyber Pakhtoon Khowa

25.80%

-

11.70%

-

Source: GEM Pakistan Report 2012.
4.2
Sectoral environment of entrepreneurship in Pakistan
Economy of every country contains various sectors. People find opportunities in those
sectors to start their entrepreneurial career. GEM classifies activity to International
Standard Industry Classification. ―This classification uses more than 500 different types
of activity (Xavier, 2012)‖. GEM distributes these 500 types of activity in four sectors
like a transforming sector, extractive sector, consumer-oriented sector and businessoriented sector.
Figure 02: Sectoral distribution of early-stage entrepreneurial activity in Pakistan.

Source: GEM Pakistan Report 2012.
As a figure 02 shows that most of early-stage entrepreneurial activity (53%) has been
done in a consumer-oriented sector followed by transforming sector (34%) in Pakistan.
Consumer-oriented sector contains on daily-used items which are being purchased by
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ordinary customers, therefore, it is very easy and common to start entrepreneurial
activity in this sector. The lowest early-stage entrepreneurial activity has been done in
an extractive sector which includes agriculture, oil and gas extraction forestry, fishing
and mining. This is due to need of high initial capital and level of technical skills.
While entrepreneurial activity in Established Business (figure 04) is somewhat
different from a n early-stage entrepreneurial activity. Where, the most of the
entrepreneurial activity has been done in transforming sector (46%), while consumeroriented services sector (36%) holds the second position.
Figure 03: Sectoral distribution of Established Business Activity (EB) in Pakistan.

Source: GEM Pakistan Report 2012.
4.3
E nvironment of entrepreneurship in Pakistan
In order to understand the socio-economic environment for entrepreneurs in Pakistan,
57 interviews were taken from experts of different groups (resource providers,
knowledgeable practitioners, observers and academics) regarding 09 entrepreneurial
conditions in Pakistan. Experts were asked to rate various statements on a 5 point
Likert scale (1 indicates ―strong disagreement‖ and 5 indicates ―strong agreement‖)
that represent different aspects of each entrepreneurial framework conditions (EFCs).
These 09 entrepreneurial conditions are as under:
(1)
Financial support.
(2)
Government policies (both general policy and regulatory policy).
(3)
Government programs for assisting new and growing firms.
(4)
Education and training for entrepreneurship (primary/secondary school and postschool training).
(5)
Research and development transfer.
(6)
Commercial and professional infrastructure for entrepreneurs.
(7)
Market openness/barriers to entry as an issues for entrepreneurship
(8)
Access to physical infrastructure for entrepreneurship
(9) Cultural and social norms.
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Table No. 4: Items employed in the 2012 National Expert Survey and mean score
for each EFCs of entrepreneurship activity in Pakistan.
Description of
Item wording
Mean
EFC
1.
In my country, there is sufficient equity funding
2.46
Finance
The extent to
available for new and growing firms.
which financial 2.
In my country, there is sufficient debt funding
2.21
support and
available for new and growing firms.
resources are
3.
In my country, there are sufficient government
1.86
accessible for
subsidies available for new and growing firms.
new and
4.
In my country, there is sufficient funding available
2.21
growing firms
from private individuals (other than founders) for new and
including grants growing firms.
and subsidies.
5.
In my country, there is sufficient venture capitalist
1.79
funding available for new and growing firms).
6.
In my country, there is sufficient funding available
1.91
through initial public offerings (IPOs) for new and growing
firms.
1.
In my country, government policies (e.g. public 2.15
Government
procurement) consistently favor new firms.
Policies
The extent to
2.
In my country, the support for new and growing 2.20
which regional
firms is a high priority for policy at the national government
and national
level.
Government
3.
In my country, the support for new and growing 3.00
policies and
firms is a high priority for policy at the local government
their
level.
application,
4.
In my country, new firms can get most of the 1.74
concerning
required permits and licenses in about a week.
general and
5.
In my country, the amount of taxes is NOT a burden 2.60
business taxes,
for new and growing firms.
Government
6.
In my country, taxes and other government 2.43
regulations and regulations are applied to new and growing firms in a
administration, predictable and consistent way.
are size neutral 7.
In my country, coping with government bureaucracy, 1.82
and/or whether regulations, and licensing requirements it is not unduly
these policies
difficult for new and growing firms.
discourage or
encourage new
and growing
firms.
1.
In my country, a wide range of government 1.80
Government
assistance for new and growing firms can be obtained
Programmes
The presence of through contact with a single agency.
direct
2.
In my country, science parks and business incubators 1.85
programmes to provide effective support for new and growing firms.
assist new and 3.
In my country, there are an adequate number of 2.00
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growing firms at
all levels of
Government,
national,
regional and
local.

government programs for new and growing businesses.
4.
In my country, the people working for government
agencies are competent and effective in supporting new and
growing firms.
5.
In my country, almost anyone who needs help from a
government programs for a new or growing business can
find what they need.
6.
In my country, government programs aimed at
supporting new and growing firms are effective.
Education and 1. In my country, teaching in primary and secondary
education encourages creativity, self- sufficiency, and
Training
The extent to
personal initiative.
which training 2. In my country, teaching in primary and secondary
in starting or
education provides adequate instruction in market economic
managing small, principles.
new or growing 3. In my country, teaching in primary and secondary
business
education provides adequate attention to entrepreneurship
features in the and new firm creation.
educational and 4. In my country, colleges and universities provide good and
training system adequate preparation for starting up and growing new firms.
at all levels.
5. In my country, the level of business and management
education provide good and adequate preparation for
starting up and growing new firms.
6. In my country, the vocational, professional, and
continuing education systems provide good and adequate
preparation for starting up and growing new firms.
1.
In my country, new technology, science,
Research &
and other knowledge are efficiently transferred
Development Transfer
The extent to which
from universities and public research centers to
national research and
new and growing firms.
development leads to new 2.
In my country, new and growing firms
commercial
have just as much access to new research and
opportunities, and
technology as large, established firms.
whether or not R&D is
3.
In my country, new and growing firms can
available for new, small,
afford the latest technology.
and growing firms.
4.
In my country, there are adequate
government subsidies for new and growing firms
to acquire new technology.
5.
In my country, the science and technology
base efficiently supports the creation of worldclass new technology-based ventures in at least
one area.
6.
In my country, there is good support
available for engineers and scientists to have their
ideas commercialized through new and growing
firms.

1.86

1.89

1.79
2.19

2.03

1.78

2.56
3.11

2.75

2.00

1.85

2.00
1.76

2.12

1.86
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Commercial and
Professional
Infrastructure
The influence (including
cost, quality &
accessibility) of
commercial, accounting,
and other legal services
and institutions that allow
or promote new, small or
growing businesses.

Market Openness
The extent to which
commercial trading
arrangements are stable
and difficult to change,
preventing new and
growing firms from
competing with and
replacing existing
suppliers, subcontractors,
and consultants.

Access to Physical
Infrastructure
Accessibility and quality
of physical resources
including communicationtelephone, post, internet;
basic utilities;
transportation-roads,
air/ship transportation;
land, office /parking
space; cost of land,
property, office space,
rent; accessibility and
quality of raw materials
and natural resources

76-95

1.
In my country, there are enough
subcontractors, suppliers, and consultants to
support new and growing firms.
2.
In my country, new and growing firms can
afford the cost of using subcontractors, suppliers,
and consultants.
3.
In my country, it is easy for new and
growing firms to get good subcontractors,
suppliers, and consultants
4.
In my country, it is easy for new and
growing firms to get good, professional legal and
accounting services.
5.
In my country, it is easy for new and
growing firms to get good banking services
(checking
accounts,
foreign
exchange
transactions, letters of credit, and the like).
1.
In my country, the markets for consumer
goods and services change dramatically from year
to year.
2.
In my country, the markets for business-tobusiness goods and services change dramatically
from year to year.
3.
In my country, new and growing firms can
easily enter new markets.
4.
In my country, the new and growing firms
can afford the cost of market entry.
5.
In my country, new and growing firms can
enter markets without being unfairly blocked by
established firms.
6.
In my country, the anti-trust legislation is
effective and well enforced.
1.
In my country, the physical infrastructure
(roads, utilities, communications, and waste
disposal) provides good support for new and
growing firms.
2.
In my country, it is not too expensive for a
new or growing firm to get good access to
communications (phone, internet, etc.).
3.
In my country, a new or growing firm can
get good access to communications (telephone,
internet, etc.) in about a week.
4.
In my country, new and growing firms can
afford the cost of basic utilities (gas, water,
electricity, and sewer).
5.
In my country, new or growing firms can
get good access to utilities (gas, water, electricity,

3.03

2.68

2.91

3.58

3.58

3.00

2.82

2.88
2.82
2.82

1.77
2.85

4.14

4.29

3.15

2.91
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such as wood, soil,
climate that are
advantages for potential
entrepreneurial growth
development.
Social and Cultural
Norms
The extent to which
existing social and
cultural norms encourage,
or discourage, individual
actions that may lead to
new ways of conducting
business or economic
activities and, in turn,
lead to greater dispersion
in wealth and income.

and sewer) in about a month.

1.
In my country, the national culture is
highly supportive of individual success achieved
through own personal efforts.
2.
In my country, the national culture
emphasizes self-sufficiency, autonomy, and
personal initiative.
3.
In my country, the national culture
encourages entrepreneurial risk taking.
4.
In my country, the national culture
encourages creativity and innovativeness.
5.
In my country, the national culture
emphasizes the responsibility that the individual
(rather than the collective) has in managing his or
her own life.

3.19

2.83

2.46
2.47
2.88

Each aspect is measured by taking the average of the responses of national experts in
Pakistan to several questions. A mean score of 03 is considered as an average on the Likert
scale of five. Table 04 shows that the entrepreneurial environment of Pakistan has
generally been rated by experts as a mediocre. Except few aspects (shown table 04 in
bold figures) which are above 3, all others are below 03. Among all categories, access to
physical infrastructure and services is only category which has achieved a mean score
as good or very good (a mean score of 4 or above). Whereas, government programs and
R&D transfer have achieved the lowest ratings by experts for Pakistani entrepreneurial
environment.
Table No. 5: Summary of expert’s rating of Pakistani entrepreneurial environment
EFC.
Entrepreneurial Framework Conditions
Code
Mean
Financial environment related with entrepreneurship
EFC1 (2.07)
2.10
Government Policies
EFC2 (2.27)
2.15
Government Programs
EFC3 (1.86)
1.84
Education and Training for Entrepreneurship
EFC4 (2.40)
2.00
R&D level of transference
EFC5 (1.93)
1.90
Professional and Commercial infrastructure access
EFC6 (3.15)
3.14
Market Openness
EFC7 (2.68)
2.91
Physical infrastructures and services access
EFC8 (3.46)
3.48
Cultural, social norms, and society support
EFC9 (2.76)
2.73
Source: GEM National Expert Survey (NES) (2011)
A comparison of the overall average scores of the EFCs in Pakistan in competition with
the mean scores of the other developing countries is shown in table 05. According to the
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ratings of experts, all indicators of entrepreneurial environments of Pakistan are
insignificantly higher than mean scores of developing countries except for a financial
environment related to entrepreneurship, market openness and physical infrastructures
and services access. Generally, education and training for entrepreneurship and
physical infrastructure and services access have been given higher values than a mean
score of developing countries. This is also evident that Entrepreneurship as a subject is
being taught in almost all business schools of Pakistan. Further, financial environment
is substantially lower than the mean score of developing countries.
Figure 04: Significant factors that limit entrepreneurship in Pakistan.

Source: GEM National Expert Survey (NES) 2011.
GEM National Expert Survey also discloses numerous concerns over entrepreneurial
environments in its member countries. Figure 04 shows various constraints for a n
entrepreneurial environment in Pakist an. According to GEM Nat ional Expert s,
t he biggest const raint for entrepreneurs in Pakistan is access to finance. This
constraint, lack of finance, has widely been reported in Pakistan and in other developing
and developed countries. GEM Report (2012) says that small businessmen had little
recourse to bank financing and they believed that the banks lent only to the big
borrowers for non-commercial and political reasons. The World Economic Forum
carried out a global survey in 2013 of active entrepreneurs from 43 countries. Pakistani
entrepreneurs rated funding and access to finance at the bottom of the list with
only 22% identifying it as being available (tribune.om). The same report (GEM
Report, 2012) also showed that the movement of trained labor is another serious
complaint by entrepreneurs in Pakistan.
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Figure 05: Significant factors that contribute entrepreneurship in Pakistan.

Source: GEM National Expert Survey (NES) 2011.
Figure 05 shows that the biggest contributing factor is Cultural and Social Norms and
others are government policies, education and training and commercial infrastructure.
While, R&D Transfer is the least contributing factor in this regard. But, according to
―Chemin (2010), government policies resist entrepreneurial culture in Pakistan, they
create challenges for entrepreneurs in several dimensions, in particular contract
enforcement is very weak in Pakistan‖.
Figure 06: Recommendations to improve entrepreneurial activity in Pakistan

Source: GEM National Expert Survey (NES) 2011.
Figure 06 shows recommendations which have been forwarded by various experts to
promote entrepreneurial activity in Pakistan. Financial support (51.50%) is the most
important recommendation given by the experts. Other recommendations are
consistency in government policies, provision of education and training to people,
improving commercial infrastructure and others.
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Conclusion and Implication

5.1
Conclusion
Most of developing countries, including Pakistan, are facing poverty, unemployment
and other social problems. ― To overcome these issues in Pakistan entrepreneurship
is the best solution (Haque, 2011)‖. Fortunately, age structure of t he population has
been changed in Pakistan and now more than 80 million people are in the age bracket
of 15 to 40 years. The nucleus objective of this research manuscript is to analyze an
entrepreneurial environment through entrepreneurial framework conditions (EFCs)
designed by Global Entrepreneur Monitor and data for this study taken from GEM
Pakistan.
The findings of this study show that in Pakistan generally attitude of people towards
entrepreneurship is not good. The TEA rate in Pakistan was 11.57%. This is
significantly lower than the average TEA rates for factor-driven economies (23.68%)
and also lower than efficiency- driven economies (13.11%). However, this is a greater
than the average TEA rate of Innovation- driven economies (7.09 %). The gender gap in
Pakistan is one of the highest in the world, where a male TEA rate is more than
seventeen times higher than a female TEA rate (GEM Pakistan, 2012). The 70% of TEA
rate is a necessity based while only 24% is opportunity based. The figure of 70%
necessity based TEA show that role of government in creating entrepreneurial opportunities
is very minimal. Except few EFC indicators, rest of all indicators is below the
average of 3 on Likert scale of 5. GEM Pakistan report also says that a review of the
past 6 decades of Pakistan‘s development priorities reveals that entrepreneurship has
never been the focus of economic development planners.
Research and development is a key of developing innovative business ideas for starting
a new business. But, again entrepreneurs are not ready to invest in R&D due to high cost,
lower profits and infringements of intellectual property rights (IPRs). Another big issue
for entrepreneurs is a lack of skilled labor and their mobility for the sake of higher
payments and other benefits. In accordance with GEM Pakistan national experts, the
biggest ever problem faced by young people in Pakistan is access to finance. According
to GEM Pakistan report, small business owners have complaints that banks lend loans to
them but they lend to big borrowers only for non-commercial and political reasons and the
biggest stumbling block was the State Bank of Pakistan‘s Prudential Regulations and
documentation requirements, which most owners of SMEs were unable to meet.
5.2
Recommendation
In order to promote entrepreneurial environment in Pakistan, the government has to play
an instrumental role. Government should level the playing field for young entrepreneurs
by fulfilling the energy need of a domestic business sector, ensuring protection of
IPRs (websites, trademarks, patents and copyrights), developing more Science and
Technology parks changing and relaxing policies regarding access to finance for
young people, law and order situation to make it easy for business startups. On the other
hand, educational institutes can provide education, training and motivation to their
students. Although, several higher education institutions have established business
incubators and business start-up centers, but still there is for more initiatives like these. It
is being said that money makes mare go. Several studies have verified the need for an
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easy access of capital to enhance entrepreneurial activity in Pakistan.
Raising initial capital to start a business with the help of family, friends and retained
earnings is a norm in developing countries. It has been observed that 57% of new
investment to Small and Medium Enterprises and 67% of working capital finance come
from internal finance or retained earnings; only about 7% of funds for investment or
working capital come from banks or other financial institutions (SME Policy in
Pakistan).Therefore, especially banking industry has to play its due role by providing
instant and interest free loans to young students. ― Countries that keep rules and
regulations at a minimum, offer tax and other incentive, and provide training and
counseling services to start-up entrepreneur increase the likelihood of new venture
development (Dana, 1987)‖.

References
Ali, S. (2013). The Small and medium enterprises and poverty in Pakistan: An empirical
analysis. European Journal of Business and Economics. Vol. 8, Issue 2, 2013, pp.
25-30.
Alvarez, C. U.N. (2011). Environmental conditions and entrepreneurial activity: a
regional comparison in Spain. Journal of Small Business and Enterprise
Development, 18, 120-140.
Bari, F., Cheema, A. and Haque, E. U. (2005), ―SME development in Pakistan analyzing
the constraints to growth, Pakistan Resident Mission (Working Paper)‖, Asian
Development Bank , No. 3. Islamabad: Asian Development Bank.
Beck, T. and Demirguc-Kunt, A. (2006), ―Small and medium size enterprise: access to
finance as a growth constraint‖, Journal of Bank and Finance, Vol. 30 No. 1, pp.
2931-43.
Brandstatter, H. (1997), ―Becoming an entrepreneur – a question of personality
structure?‖ Journal of Economic Psychology, Vol. 18 Nos. 2/3, pp. 157-77.
Cetorelli, N., & Strahan, P. E. (2006). Finance as a barrier to entry: Bank competition and
industry structure in local U.S. markets. The Journal of Finance, 61(1), 437–461.
Ahmad, S. A.-R.-K. ( 2010). Business challenges and strategies for development of
small- and medium-sized enterprises (SMEs) in Malaysia. International Journal
of Business Competition and Growth. Vol.1, No.2, pp.177 - 197.
Chemin, M. (2010). Entrepreneurship in Pakistan: government policy on SMEs,
environment for entrepreneurship, internationalization of entrepreneurs and SMEs.
International Journal of Business and Globalization, 5 (3), 238-247.
Choo, S., & Wong, M. (2006). Entrepreneurial intention: Triggers and barriers to new
venture creations in Singapore. Singapore Management Review, 28(2), 47–64.
Chu, H.M., Kara, O., Zhu, X. and Gok, K. (2011), ―Chinese entrepreneurs: motivations,
success factors, problems, and business-related stress.‖ Journal of Chinese
Entrepreneurship, Vol. 3, pp. 84-111.
Clarysse, B., & Bruneel, J. (2007). Nurturing and growing innovative start-ups: The role
of policy as integrator. R&D Management, 37(2), 139–149.
Dahles, H. (2005). Culture, capitalism and political entrepreneurship: Transnational
business ventures of the Singapore Chinese in China. Culture & Organization,

Soomro Raheem Bux, Khair Mohammad, Faqeer Muhammad
SALU-Commerce & Economics Review Vol.2, No.2, (Year 2016)

76-95

11(1), 45–58.
Dana, L. P. (1987). Entrepreneurship and venture creation— An international
comparison of five commonwealth nations. In N. C. Churchill, J. A. Homaday, B.
A. Kirchhoff. O. J. Krasner, & K. H. Vesper. Frontiers of
entrepreneurship research, 573-583.
Davidson, P. 1991. Continued entrepreneurship: ability, need and opportunity as
determinants of small firm growth. Journal of business Venturing. Vol. 6: 105-429.
Delmar, F. and Wiklund, J. (2008), ―The effect of small business managers‘ growth and
motivation on firm growth.‖ Entrepreneurship Theory & Practice. Vol. 32 No. 3,
pp. 437-53.
Delmar, F., & Shane, S. (2003). Does business planning facilitate the development of
new ventures? Strategic Management Journal, 24(12), 1165–1185.
Fayolle, A. (2000). Exploratory study to assess the effects of entrepreneurship programs
on French student entrepreneurial behaviors. Journal of Enterprising Culture, 8(2),
169–184.
Fischer, E., & Reuber, A. R. (2003). Support for rapid-growth firms: A comparison of the
views of founders, government policymakers, and private sector resource providers.
Journal of Small Business Management, 41(4), 346–365.
Fogel, G. (1994). Perception of small business owners: a study of the development
of entrepreneurship in Hungary‖, Midwest Review of Business Research.
Chicago, IL: Academy of International Business.
Franceen, R, Mihipeka, S and Helmut M. (2007). Māori entrepreneurial activity in
Aotearoa New Zealand. International. Journal of Entrepreneurship and
Small Business. Vol. 4, No. 5.
Gartner, W. (1985). A conceptual framework for describing the phenomenon of new
venture creation. Academy of Management Review, 10 (4), 696-706.
Global Entrepreneurship Monitor Report 2010. IBA, Karachi.
http://www.gemconsortium.org/country-profile/95 Accessed on: 19-05-2016.
Global Entrepreneurship Monitor Report 2012. IBA, Karachi.
http://www.gemconsortium.org/country-profile/95 Accessed on: 17-06-2016.
Gorman, G. H. (1997). Some research perspectives on entrepreneurship education,
enterprise education and education for small business management: a ten year
literature review. International Small Business Journal, 15(3), 56-78.
Haque, N. U., 2007. Entrepreneurship in Pakistan. PIDE Working Papers, Islamabad.
http://www.pide.org.pk/pdf/Working%20Paper/WorkingPaper-29.pdf Accessed on:
23-06-2016.
Haque, N. U., 2011. Awake the Sleeper Within: Releasing the Energy of Stifled
Domestic Commerce. PIDE Islamabad Working Papers.
Henry, C. H. (2003). Developing a coherent enterprise support policy: a new challenge
for governments, Environment and Planning C: Government and Policy. 21(1):319.
Hisrich, R. D. (2005). Entrepreneurship (6) ed.). New York: McGraw-Hill/Irwin
http://tribune.com.pk/story/771811/road-to-growth-access-to-finance-biggestbrick-in-the-wall/ Accessed on: 17-05-2016.
Kawai, H., & Urata, S. (2002). Entry of small and medium enterprises and economic
dynamism in Japan. Small Business Economics. 18, 41–52.

93

An Empirical Investigation of the Entrepreneurial Environment: Evidence from GEM Pakistan Data.

Kelly, D. B. (2010). Global Entrepreneurship Monitor 2010 Global Report. Report,
Babson College, Babson Park, MA.
Keuschnigg, C., & Nielsen, S. B. (2001). Public policy for venture capital. International
Tax and Public Finance, 8(4), 557–572.
Keuschnigg, C., & Nielsen, S. B. (2002). Tax policy, venture capital, and
entrepreneurship. Journal of Public Economics, 87(1), 175–203.
Keuschnigg, C., & Nielsen, S. B. (2004). Start-ups, venture capitalists, and the capital
gains tax. Journal of Public Economics, 88(5), 1011–1042.
Kouriloff, M. (2000). Exploring perceptions of a priori barriers to entrepreneurship: A
multidisciplinary approach. Entrepreneurship Theory & Practice, 25(2), 59–79.
Leibenstein, H. (1968). Entrepreneurship and development. The American Economic
Review, 58(2), 72–83.
Qureshi, M. S. A. (2010). Pakistan Report, Global Entrepreneurship Monitor.
Mohar, Y., S ing h, M. S. & Kishore, K. J., (2007). Relationship be t w e e n
psychological characteristics and entrepreneurial inclination: a case study of
students at University Tun Abdul Razak (UNITAR). Journal of Asia
Entrepreneurship and Sustainability July. Vol. 111- Issue 02.
Pennings, J. (1980). Environmental influences on the creation process. San
Francisco, CA. Kimberly, J.R., Miles, H.R. and Associates (Eds). The
Organizational Life Cycle, Jossey-Bass.
Rajput, A.A. and Ali, M. (2009), ―A preliminary investigation of entrepreneurial women
in Potohar region of Pakistan‖, Journal of Chinese Entrepreneurship, Vol. 1, pp.
193-208.
Reynolds P. P., Bosma N., Autio E. (2005) 'Global Entrepreneurship Monitor: Data
Collection Design and Implementation 1998–2003', Small Business Economics, 24
(3): 205-231.
Robertson, A., Collins, A., Medeira, N., & Slater, J. (2003). Barriers to start-up and their
effect on aspirant entrepreneurs. Education & Training, 45(6), 308–316.
Scarborough, N. M. (2003). Effective small business management: An entrepreneurial
approach.
Schumpeter, J. A. (1934). The theory of economic development. Cambridge, MA:
Harvard University Press.
Shane, S. a. (2000). The promise of entrepreneurship as a field of research. Academy of
Management Review, 25, 217-226.
Todaro, M. P. (2015.). Economic Development (12 ed.). Pearson Series in Economics.
Ullah, H., Shah, B., Hassan, F. S. U. and Zaman, T. (2011), ―The impact of Owner
Psychological Factors on Entrepreneurial Orientation: Evidence from Khyber
Pakhtunkhwa-Pakistan‖, International Journal of Education and Social Sciences,
Vol. 1 No. 1, pp. 1-10.
Van. A. Sl, Carree, M., & Thurik, R. (2005). The effect of entrepreneurial activity on
national economic growth. Small Business Economics, 24, 311-321.
Volery, T., Doss, T, Mazzarol, T. & Thein, V. (1997, June). Triggers and barriers
affecting entrepreneurial intentionality: The case of western Australian nascent
entrepreneurs. Paper Presented at 42nd ICSB World Conference, San Francisco.

Soomro Raheem Bux, Khair Mohammad, Faqeer Muhammad
SALU-Commerce & Economics Review Vol.2, No.2, (Year 2016)

76-95

Syed Zamberi Ahmad, Siri Roland Xavier, (2012) "Entrepreneurial environments and
growth: evidence from Malaysia GEM data", Journal of Chinese Entrepreneurship,
Vol. 4 Iss: 1, pp.50 - 69
Zapalska, A. and Zapalska, L. (1999), ―Small business ventures in post-communist
Hungary‖, Journal of East-West Business, Vol. 5, pp. 5-21.

95

