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Abstract 

The aim of this study is to investigate how the creation of firms by individual entrepreneurs or 

entrepreneurial teams generates different types of ventures and how economic freedom influences this 

process. The study focuses on comparing teams with individuals and the types of firms they created in terms 

of innovation, internationalization, and job creation, as well as the impact of economic freedom on these 

types of firms. Hypotheses are tested using a multilevel analysis of data from the Global Entrepreneurship 

Monitor (GEM), collected over a three-year period (2014-2016), considering a sample of entrepreneurs 

from 65 countries. The results show that entrepreneurial teams create more innovative, more internationally 

oriented, and higher job-growth ventures compared to individual entrepreneurs. However, a country with 

higher level of economic freedom positively moderates such relationships, increasing the likelihood of 

entrepreneurial teams to create, more internationalised firms. 
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Resumen 

El objetivo de este trabajo es estudiar cómo la creación de empresas por parte de emprendedores 

individuales o equipos emprendedores genera diferentes tipos de firmas y cómo la libertad económica 

influye en este proceso. El estudio se centra en comparar a los equipos con los individuos y los tipos de 

empresas que crearon en términos de innovación, internacionalización y generación de empleo, así como el 

impacto de la libertad económica en estos tipos de empresas. Las hipótesis se comprueban mediante un 

análisis multinivel de datos del Global Entrepreneurship Monitor (GEM), recopilados durante un período 

de tres años (2014-2016), considerando una muestra de emprendedores de 65 países. Los resultados 

muestran que los equipos emprendedores crean empresas más innovadoras, más internacionalizadas y con 

mayor crecimiento de empleo en comparación con los emprendedores individuales. Sin embargo, un país 

con un mayor nivel de libertad económica modera positivamente estas relaciones, aumentando la 

probabilidad de que los equipos emprendedores creen empresas más internacionalizadas. 
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Resumo 

O objetivo deste trabalho é investigar como a criação de empresas por empreendedores individuais ou 

equipes empreendedoras gera diferentes tipos de empreendimentos e como a liberdade econômica 

influencia esse processo. O estudo se concentra em comparar equipes com indivíduos e os tipos de empresas 

que criaram em termos de inovação, internacionalização e geração de empregos, bem como o impacto da 

liberdade econômica nesses tipos de empresas. As hipóteses são testadas usando uma análise multinível de 

dados do Global Entrepreneurship Monitor (GEM), coletados durante um período de três anos (2014-

2016), considerando uma amostra de empreendedores de 65 países. Os resultados mostram que equipes 

empreendedoras criam empreendimentos mais inovadores, mais internacionalizados e com maior 

crescimento de empregos em comparação com empreendedores individuais. Contudo, um país com maior 

nível de liberdade econômica modera positivamente tais relações, aumentando a probabilidade de equipes 

empreendedoras criarem empresas mais internacionalizadas. 

Palavras-chave: equipes empreendedoras; inovação; internacionalização; geração de emprego; GEM. 

Códigos JEL: C13, C33. 

 

 

Introduction 

Entrepreneurship is crucial for national economic growth, driving innovation and employment (Acs, 2010; 

Baumol, 1996; Wong et al., 2005). It fosters technological development, economic progress, and social 

mobility (Lazar et al., 2019). The evolution of firms and industries through entrepreneurship is tied to 

innovation, which subsequently fuels economic growth (Reynolds et al., 2005). At both micro and macro 

levels, entrepreneurship impacts individuals, firms, and entire countries or regions. 

Given its significance, entrepreneurship should be central to public policies. These policies should 

incentivize entrepreneurial activities by creating frameworks that stimulate entrepreneurship and encourage 

a cycle of innovation and job creation. Policies also play a critical role in fostering environments where 

entrepreneurs can find role models and succeed (Audretsch, 2004). However, Shane, 2009suggests that 

public policies often encourage new businesses that lack growth potential, leading to high failure rates. 

Instead, policies should focus on fostering high-growth, high-quality businesses that contribute significantly 

to economic growth and job creation. 

Research also highlights the importance of entrepreneurial teams, which are more likely to create successful 

ventures compared to individual entrepreneurs. Studies show that firms started by teams experience higher 

growth, more innovation, and generate more jobs (Chowdhury, 2005; Harper, 2008; Shane, 2009). However, 

not all entrepreneurs form teams, as some prefer self-employment and are content with small-scale ventures 

(Lau & Busenitz, 2001; Reynolds, 1997). 

The question arises: do entrepreneurial teams outperform solo entrepreneurs in terms of innovation, 

internationalization, and job creation? To answer this, we compare firms created by individuals versus teams. 

Both individual and team entrepreneurship are influenced by micro-level factors (such as personal traits and 

team dynamics) and macro-level factors (like institutional frameworks and public policies) (Autio et al., 

2013; Bosma, 2012; Danis et al., 2011). 

A key macro-level factor is economic freedom, defined as the protection of individual rights and freedom 

from excessive government intervention (The Heritage Foundation, 2020; Gwartney & Lawson, 2003). The 



 

 

study aims to examine how entrepreneurial teams, and individual entrepreneurs differ in the types of firms 

they create and how economic freedom shapes these outcomes. 

The study makes two main contributions: it expands the literature on entrepreneurial teams by incorporating 

economic freedom as a moderating factor and empirically investigates how teams and individual 

entrepreneurs perform in terms of innovation, internationalization, and job creation across 65 countries. 

This analysis offers insights for policymakers seeking to foster high-performing ventures in diverse contexts. 

Theoretical framework and hypothesis 

 

Entrepreneurs possess unique individual-specific resources that enable them to recognize new opportunities 

and build the necessary resources for their ventures (Alvarez & Busenitz, 2001). Resource-based theory 

emphasizes the importance of resource heterogeneity across firms, suggesting that differences in resources 

and capabilities significantly affect the type of firms created, particularly in terms of innovation, 

internationalization, and employment generation (Barney, 2000; Conner & Prahalad, 1996). 

Entrepreneurship, viewed as a complex component within this framework, hinges on the availability and 

strategic use of diverse resources (Alvarez & Busenitz, 2001). Furthermore, institutional theory posits that 

individual entrepreneurial behaviour is influenced by both formal and informal institutions, with economic 

freedom being a key formal institution shaping entrepreneurial decisions (Busenitz & Lau, 1996; De Clercq 

et al., 2013). This paper examines the interplay between individual entrepreneurship, entrepreneurial teams, 

and institutional contexts, specifically how economic freedom moderates the relationship between 

entrepreneurial teams or solo entrepreneurs and the firms they create. It proposes that entrepreneurial 

teams, with their greater access to resources, networks, and diverse knowledge, are more likely to foster 

innovative, internationalized, and high-employment-growth firms compared to solo entrepreneurs. 

Moreover, in contexts of high economic freedom, these advantages are further amplified, providing 

entrepreneurial teams with the freedom to innovate, internationalize, and hire more employees, thus 

fostering greater firm growth and development. The paper concludes by offering hypotheses on the 

moderating role of economic freedom in these relationships. 

Entrepreneurs have individual-specific resources that facilitate the new opportunities recognition and the 

constructing of resources for the ventures (Alvarez & Busenitz, 2001). By focusing of resources, from 

opportunity recognition to the capacity to organise these resources into the firms and the creation of 

different outputs through the firm that are superior to the market. 

Early work on resource-based theory recognize that entrepreneurship is a complex part of the resource-

based framework (Conner, 1991; Conner & Prahalad, 1996). 

The most basic condition of resource-based theory is resource heterogeneity and it accepts differences of 

resources and capabilities across firms (Barney, 1996, 2000). Heterogeneous resources are also a basic 

condition of entrepreneurship (Alvarez & Busenitz, 2001). Built on resource-based theory, we think that 

individual entrepreneurs and entrepreneurial teams have crucial differences in the resources of each group 

have. Moreover, those differences influence on the types of firms that individual entrepreneurs and 

entrepreneurial teams created in terms of innovation, internationalisation, and employment generation.  

According to Institutional Theory, individual factors in entrepreneurship are influenced by formal and 

informal institutions (Busenitz & Lau, 1996; De Clercq et al., 2013; Gupta et al., 2004; Urbano & Alvarez, 

2014; Veciana & Urbano, 2008). The relationship between start a business by individual entrepreneur or by 
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entrepreneurial teams with the type of firms created during the process is shaped by formal institutions. 

Amongst formal institutions, economic freedom is one of the most relevant factors that affect the new 

business formation. Economic freedom is at its fundamental regarding individual autonomy, with the 

freedom of choice in obtaining and using economic goods and resources. However, the objective of 

economic freedom is not simply the absence of government coercion or constraint, but instead the creation 

and conservation of a mutual sense of liberty for all individuals. It is necessary for the citizens of a nation 

to protect themselves and promote the peaceful evolution of the society some government actions. 

Nevertheless, this intricate interplay between individual and institutional-level factors has barely been 

examined. In response, we analyse the relationship between start a business by individual entrepreneur or 

by entrepreneurial teams with the type of firms created during the process. We also examine the national 

formal context (Economic Freedom) as the moderating factor for this relationship, which we develop in 

detail in the next chapter, and summarise in our conceptual framework as illustrated in Figure 1. 

Figure 1 

Theoretical model 

 
 

Source: Own elaboration. 

Entrepreneurial Teams vs Solo Entrepreneurs 

Entrepreneurial teams have a greater capacity to manage growth, greater ability to discover and exploit new 

opportunities and have larger social networks and access to more resources (Aldrich & Kim, 2007; Chandler 

et al., 2005; Klotz et al., 2014; Penrose, 1995; Ruef, 2010; Wasserman, 2012), fundamental factors to develop 

a venture. When analysing the types of firms created by entrepreneurs, we focus on innovation, 

internationalization, and employment generation. 

Innovation 

Innovation is the process that involves the commercialisation of ideas, implementation and, the 

modification of existing products, systems and resources (Mueller & Thomas, 2001). Product market 

innovations, innovate technological processes and new organisational design are forms of innovate 

entrepreneurship (Fuentelsaz et al., 2018). Entrepreneurial teams result in more innovative companies than 

individual entrepreneurs as differences between team members provide a stimulus for innovation because 

ideas come from a variety of contexts, with diverse perspectives and a variety of decision-making criteria. 



 

 

This cognitive diversity in terms of skills, knowledge, tools, and perspectives allow make more innovative 

decisions. Having knowledge in different areas allows know the market, the needs of customers and how 

they are being or not being resolved. In this way the knowledge cluster allows find niches of the market 

without satisfying and develop innovative products or services. In addition, such differences are important 

in complex environments, where firms face conflict. For example, negotiating forms of intellectual property 

such as patents or licenses (Agarwal et al., 2007; Dimov & Shepherd, 2005; Jin et al., 2017; Vyakarnam & 

Handelberg, 2005). 

An entrepreneurial team has higher levels of human capital compared to an individual entrepreneur because 

human capital is not only the sum of members' human capital, but also the result of the synergy that occurs 

between members that increases that capital. Synergy processes are characterized by flexibility and open 

communication that encourages members to share and build on the ideas and perspectives of others. These 

processes of synergy between team members help to face non-routine problems and thus achieve, higher 

quality results, more creative and innovative (Chowdhury, 2005; Ensley et al., 2003; Ensley & Hmieleski, 

2005; Ensley & Pearce, 2001; Jin et al., 2017). 

Team members find support that strengthens their characteristics (confidence in their own skills, optimism, 

greater creativity, greater curiosity and greater questioning of the current market situation and decision to 

experiment). These features provide entrepreneurs with the courage to innovate. Team members perceive 

their team as value and choose more challenging goals where innovation is required to achieve them. Trust 

among team members can increase the use of knowledge and information, increasing innovative capacity 

(Dimov & Shepherd, 2005; Ensley et al., 2000; Lechler, 2001). 

Entrepreneurial teams can establish more powerful networks compared to individual entrepreneurs. 

Network access contributes to critical knowledge to create innovative entrepreneurial activity. The 

innovative capacity of organizations depends on the relationships between people in networks. Networks 

provide important sources of information and knowledge about the state of the external environment and 

the firm. External networks are vital for entrepreneurs to seek opportunities, test ideas and gain resources 

to increase innovation. Internal networks allow team members to have more opportunities to share 

resources, information, ideas, and increase knowledge. Internal networks are an important resource for 

teams because members can work together more effectively and efficiently when they know and trust each 

other and the way to increase innovation in the firm (Chen, 2007; Chen & Wang, 2008; Lechler, 2001). 

Entrepreneurial teams get more funding than individual entrepreneurs because they generally develop 

higher-growth and expected-earning projects (Busenitz et al., 2005; Klotz et al., 2014; Macmillan et al., 1986; 

Nofsinger & Wang, 2011). 

In relation to the previous argument, we propose the hypothesis 1. 

Hypothesis 1. Entrepreneurial teams create more innovative firms when compared to individual 

entrepreneurs. 

Internationalisation 

International new ventures are defined as “a business organisation that, from inception, seeks to derive 

significant competitive advantage from the use of resources and the sale of outputs in multiple countries” 

(Bloodgood et al., 1996). 
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Entrepreneurial teams have greater resources in terms of time, energy, money, and experience, which benefit 

the development of complex tasks in complex environments and uncertainty, such as those presented by a 

company when want to internationalize. In this process there are several sources of uncertainty regarding 

products, institutional factors, organizational structures, access to resources and consumer needs. The 

resources that teams have the most in relation to individual entrepreneurs have a crucial influence on the 

internationalization of firms since lack of resources is one of the most important obstacles (Autio et al., 

2011; Bloodgood et al., 1996; Brush et al., 2001, 2002; Tang, 2011). 

Entrepreneurial teams are more likely to have experience and knowledge in different areas than an individual 

entrepreneur. To internationalize a firm, the international experience of a team member is critical. The 

international operations of firms are gradually increased by gaining knowledge and experience at the 

international level. Capabilities, knowledge of processes and routines to carry out internationalization 

facilitate internationalization of the firm because the dynamics of such markets are known and allow to find 

opportunities internationally (Autio et al., 2011). 

Entrepreneurial teams have higher levels of knowledge because the learning process is not only individual 

learning, but is a collective learning that derives from teamwork, cooperation and integration among team 

members, generating new routines based also on the knowledge of past experience routines. So, among all 

they can generate more efficient and effective routines required in the internationalization process (Casillas 

et al., 2009; Moreno & Casillas, 2007). 

Entrepreneurial teams have greater social capital than individual entrepreneurs. Increasing social capital for 

new firms allows better access to international resources and opportunities and means of countering barriers 

to being new to the market being incurred. The diversity of knowledge and information of entrepreneurial 

teams can reduce the uncertainty associated with internationalization. 

Entrepreneurial teams have greater access to networks than individual entrepreneurs. External social capital 

– external networks (social and business) positively impact knowledge of the foreign market and can lead 

to the international growth of new firms. Networks with consumers, producers, institutions, etc. generate 

opportunities and can provide external resources for the development of the firm internationally. Internal 

networks enable knowledge generation. The dynamics of entrepreneurial teams versus individual 

entrepreneurs allow to acquire knowledge with other areas of the firm, since the team is more accustomed 

to working under cooperation and integration. This dynamic allows the identification of internationalization 

opportunities (Arenius & Clercq, 2005; Coviello, 2006; Jones et al., 2011; Kwon & Arenius, 2010). 

Entrepreneurial teams get more funding than individual entrepreneurs to grow in uncertain environments, 

so they will have greater incentives to internationalize (Arenius & Autio, 2006). 

In relation to the previous argument, we propose the hypothesis 2. 

Hypothesis 2. Entrepreneurial teams create more internationalised firms when compared to individual 

entrepreneurs. 

Employment generation 

Entrepreneurial teams are used to working with others through integration and cooperation strategies. They 

passionately believe they can share knowledge and experience and learn from new employees. Individual 

entrepreneurs are going to delay hiring employees because they are used working alone and want to maintain 

their independence (Jin et al., 2017). 



 

 

Entrepreneurial teams more easily find opportunities to develop more complex projects with greater 

opportunities for growth. To address this growth and efficiently and effectively develop projects, they need 

to hire employees. Individual entrepreneurs generally develop less complex projects that don't require as 

many resources and generally develop them on their own (Kolvereid, 1992; Wiklund & Shepherd, 2003). 

Team members find support that strengthens their entrepreneurial characteristics (confidence in their own 

skills, optimism or sense of control, greater creativity, greater curiosity and greater questioning of the current 

market situation and decision to experiment). These characteristics, the support and confidence they 

develop among the team provide entrepreneurs with the courage to grow. That is, entrepreneurial teams 

have higher growth aspirations and greater ability to manage growth than individual entrepreneurs, decide 

to grow and, require hiring employees to develop growth processes (Ensley & Pearce, 2001; Hmieleski & 

Ensley, 2007). 

Entrepreneurial teams have larger (external) social networks which would eventually allow them to meet 

valuable people who want to integrate firms as employees. Strengthening the human and social capital of 

firms helps their growth. Hiring employees who strengthen the human and social capital of firms is a key 

factor in growing effectively and efficiently (Hermans et al., 2015). 

Entrepreneurial teams get more funding than individual entrepreneurs. Such resources can be used to grow, 

including job recruitment (Cassar, 2004, 2006, 2010; Choi et al., 2008; Shepherd et al., 2009). 

In relation to the previous argument, we propose the hypothesis 3. 

Hypothesis 3: Entrepreneurial teams create more high employment growth firms when compared to 

individual entrepreneurs. 

The contingent role of economic freedom 

We established in hypotheses 1 to 3 the relationships between being an individual entrepreneur or 

entrepreneurial teams and the type of firms that each group created. However, such entrepreneurs can live 

in a context with or without economic freedom. In this section, we analyse the country level context, 

specifically how an economic freedom context moderates those individual level relationships.  

In hypotheses 1 we explain that entrepreneurial teams result in more innovative companies than individual 

entrepreneurs since factors such as differences between team members, the synergy that is created between 

the entrepreneurial team, which promotes support among members and wider networks allows them to find 

and develop projects that face dynamic environments that require solutions through innovative products 

and services. 

However, entrepreneurial teams in countries with high levels of economic freedom have greater incentives 

to innovate as they are certain that their rights are protected when they develop their products or services 

with innovation and will receive the benefits of innovating. Property rights protect firms in situation that 

could be from conflicts such as negotiating patents or licenses or other forms of intellectual property. In 

addition, entrepreneurial teams that create their projects in environments with high levels of economic 

freedom have greater incentives to innovate because these countries have a mature economic system that 

allows financing projects with higher levels of uncertainty, such as developing innovative firms. 

In hypothesis 2, we proposed that entrepreneurial teams create firms that want to be more internationalized 

compared to the firms that individual entrepreneurs create because teams have greater resources in terms 
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of time, energy, money and experience, which benefit the development of complex tasks in complex and 

uncertain environments, such as those presented by a company when it wants to internationalise. In 

addition, entrepreneurial teams have higher levels of knowledge because the learning process is not only 

individual learning, but is a collective learning that derives from teamwork, cooperation and integration 

between team members, generating new routines based also on knowledge of past experience routines. So, 

among all they can generate more efficient and effective routines required in the internationalization process 

and the teams have greater access to networks that individual entrepreneurs. External social capital – 

external networks (social and business) positively impacts knowledge of the foreign market and can lead to 

the international growth of new firms. 

However, we have explained that individuals are highly influenced by contexts of economic freedom. In 

this way, entrepreneurial teams will have a greater incentive to internationalise their firms because they have 

freedom of commerce that allows them to interact freely with buyers and sellers in the international market. 

In addition, freedom of commerce allows free exchange of goods and services, expanding the ability of 

teams to market and find market opportunities and niches. This exchange can also be done with a stable 

exchange rate and market-determined prices. 

Finally, in hypothesis 3 we argue that entrepreneurial teams create more firms with employment generation 

since they are used to working with other people through integration and cooperation strategies. They 

believe they can share knowledge and experience and learn from new employees. In addition, as 

entrepreneurial teams find and develop more complex projects, they need to hire employees who complete 

their human capital to reach project demands.  

However, in contexts of economic freedom, entrepreneurial teams have greater incentives to create firms 

that hire employees because it allows them to freely hire workers with the possibility of negotiating working 

conditions. In this way, in countries with economic freedom, entrepreneurial teams that want to hire workers 

can do so by defining the conditions for growing firms, thus increasing job recruitment. In addition, the 

freedom to invest provides maximum entrepreneurial opportunities to expand job creation. Entrepreneurial 

teams have greater adaptability to growth and with freedom of investment have greater incentives to create 

jobs compared to individual entrepreneurs. 

We predict a positive moderating effect of economic freedom towards the creation of more innovative 

firms, which are more internationalized and generate more jobs. We propose a set of following hypotheses: 

Hypothesis 4a. The positive relationship between creating an innovate firm by entrepreneurial teams is 

positively moderated by economic freedom. 

Hypothesis 4b. The positive relationship between creating a firm to be internationalised by entrepreneurial 

teams is positively moderated by economic freedom. 

Hypothesis 4c. The positive relationship between creating a high employment growth firm by 

entrepreneurial teams is positively moderated by economic freedom. 

Methodology 

The sample 

First, we obtained individual level data from the Adult Population Survey (APS) conducted by the Global 

Entrepreneurship Monitor (GEM), a research project initiated in 1998, focused on the creation of data 

about new business activity, that provides relevant harmonised data on an annual basis. The project 



 

 

evaluates how entrepreneurship contributes to the growth of national economies and provides data points 

at a national and individual levels. It reflects a wide range of factors associated with national variations in 

entrepreneurial activity and its characteristics (Reynolds et al., 2005). The project defined variables related 

to the social, cultural, and political context represented by each country, the general national conditions, and 

measures of national economic growth. GEM data is especially valuable for our analysis as it provides 

information regarding socio-economic characteristics of entrepreneurs, including many countries and a wide 

time horizon.  

From the three types of entrepreneurs defined by GEM, we selected a sample of entrepreneurs that are (1) 

currently starting a new business or (2) the owner and managers of a young firm (less than 3.5 years old). 

This selection was made as it is at this early stage of the venture when entrepreneurs decide to form 

entrepreneurial teams, consequently determining their venture’s development path. Our sample includes 65 

countries as shown in ¡Error! No se encuentra el origen de la referencia., with different economic 

freedom levels, and more than 18,000 observations of entrepreneurs. We use data covering a three-year 

period (2014-2016).  

Table 1 

Countries 

 
Source: Own elaboration. 

 

Second, to access a country formal institutions with respect to its economic freedom, we used Economic 

Freedom Index (The Heritage Foundation, 2020).  

The Index of Economic Freedom takes a comprehensive view of economic freedom in 12 aspects. The 12 

aspects of economic freedom measured in the Index are grouped into four broad categories that each one 

includes three aspects: 

Rule of law: property rights, judicial effectiveness and, government integrity. Property rights refer to protect 

workers and investors with private rights and effective rule of law. Secure property rights give individuals 
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the trust to carry out entrepreneurial activities, save their income and make long-term plans. Judicial 

effectiveness refers to legal frameworks that protect the individuals in a country against violation of the law 

for others, including by governments and powerful parties. Finally, the main factor in government integrity 

is the absence of corruption. Systemic corruption of government institutions by practices as bribery, 

nepotism, cronyism, patronage, embezzlement, and graft restrict an individual´s economic freedom.  

Government size: tax burden, government spending and, fiscal health. Governments impose fiscal burdens 

on economic activity through taxation and borrowing. Governments than let individuals and businesses to 

retain and manage a larger share of their income and wealth for their own benefit and use, maximise 

economic freedom. Government spending comes in many forms, for instance, to provide infrastructure, 

fund research, or improve human capital. Moreover, government spends on public goods. These examples 

give benefits to society; however, they are eventually financed by higher taxation and entails an opportunity 

cost. Finally, financial management of resources is a key indicator of fiscal health. A government´s budget 

is one of the clearest indicators of the extent to which it represents the principle of limited government and 

the government´s commitment (or lack of), which is essential for dynamic long-term expansion and key 

factor for the advancement of economic freedom. 

Regulatory efficiency: business freedom, labour freedom and, monetary freedom. Business freedom is the 

ability by an individual to stablish and run a business without intervention from the state and is one of the 

most fundamental indicators of economic freedom. Labour freedom refers to the individual´s ability to find 

employment opportunities and work. In the same way, businesses´ ability to contract freely for labour and 

terminate unnecessary workers is essential to developing productivity and forward economic growth. 

Finally, A stable currency and marked-determined prices are required for monetary freedom. 

Market openness: trade freedom, investment freedom and, financial freedom. Trade freedom represents 

individuals´ ability to interact freely as buyers or sellers in the international marketplace and can be 

influenced by restrictions from governments. Investment freedom refers to a context characterised by 

transparency and equity, supporting all types of firms. Finally, financial freedom refers to system that 

guarantees the availability of diversified savings, credit, payment and investment services to individuals and 

businesses. 

To conclude, economic freedom is much more than a business environment which favours entrepreneurial 

activity. It influences on different aspects of human development, economic freedom empowers people, 

improving the overall quality of life. 

Variables 

Dependent Variables. We have four (4) dependent variables: 

• Innovation (Innovation level: 1 variable): 

Innovation level. We created a variable of innovation with the sum of the three items that measure this issue 

in GEM: novelty for consumers, level of competition, novelty of technology. Higher values are equals to 

an innovative higher-level business.  

• Internationalisation: (Export level: 2 variables): 

Export percentage: We created a four-level categorical variable that takes the values of: zero (0) if the firm does 

not export, one (1) if the firm exports at least 25% of its sales, two (2) if the firm exports between 25% and 

75% of its sales and, three (3) if the firm exports more than 75% of its sales. 



 

 

Export: We created a binary variable that takes the value of one (1) if the firm exports at least 25% and takes 

the value of zero (0) if the firm does not export. 

• Employment generation: (Employment level: 1 variable): 

Jobs in 5 years: In GEM, it is a continuous variable that represents the number of jobs that firms expected to 

have in the 5 years following the survey. 

Independent variables. Our independent variable is Team. It is a dichotomic variable that takes the 

variable of one (1) if entrepreneurs create a team, takes value of zero (0) if entrepreneurs go alone. For the 

country level environment, we used Economic Freedom. It is an index that has a range from the value of 

one (1) if the country has the highest level of economic freedom and zero (0) otherwise. Every country has 

a corresponding number according of the level of economic freedom. 

Control Variables 

We have included several control variables, at both the individual and country levels, to ensure that the 

results were not unjustifiably influenced by such factors. In each model, we controlled for characteristics of 

the individual (gender, age, educational level, income level, entrepreneurial motivation, knowing an 

entrepreneur, having skills to be an entrepreneur and fear of fail) and, the sector where the project is 

developed. Data for all individual-level control variables come from the GEM project. We control by macro-

variables (GDP per capita and GDP growth). Data for these variables was obtained from the World Bank’s 

World Development Indicators database. 

Data analysis and model 

Our objective with this paper is to analyse the type of firms that individual entrepreneurs and entrepreneurial 

teams created in terms of innovation, internationalisation, and employment generation who decided to start 

a project alone or entrepreneurs who decided to start a project by team on growth aspirations in terms of 

employment generation. We aimed to estimate the influence of the entrepreneur at the individual level on 

the likelihood of creating a business, considering the contingent role of the Economic Freedom context at 

the country level as a moderator. Multilevel model analysis is appropriate for fitting data collected at 

different levels and estimating cross-level moderations (Luke, 2004). We use a multi-level regression analysis, 

differentiating the analysis among our different kinds of dependent variables (mixed and logit). These 

models are appropriate for fitting data collected at different levels, meaning a function of variables at more 

than one level can predict a dependent variable (Luke, 2004 cited by Gonzalez-Pernia et al., 2015). In this 

study, individuals (level 1) are nested within countries (level 2), which is represented by the following 

equations: 

Level 1: 𝑌𝑖𝑗
∗ =  β0𝑗 + β1𝑗X𝑖𝑗 + β2𝑗V𝑖𝑗  (1) 

Level 2:   β0𝑗 = 𝛾00 + 𝛾01Z𝑗 + 𝛾02W𝑗 + 𝑢0𝑗 

The level 1 part of Eq. (1) explains the dependent variable, 𝑌𝑖𝑗
∗ : 

𝑌𝑖𝑗
∗ = log [

𝑝(𝑌𝑖𝑗 = 1)

1 −  𝑝(𝑌𝑖𝑗 = 1)
] 
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which is the log odds that the entrepreneur 𝑖 in country 𝑗 is involved in a business as member of a team; 

β0𝑗 is the intercept for country 𝑗; X𝑖𝑗 is the vector of individual-specific explanatory variables measured at 

level 1 and β1𝑗 represents their corresponding direct effect coefficients; and V𝑖𝑗  is the vector of individual-

specific control variables measured at level 1 and β2𝑗 represents their corresponding coefficients. The level 

2 part of Eq. (1) indicates that the level 1 intercept β0𝑗 is a function of the level 2 moderator and control 

variables at the country level, where 𝛾00 is the mean value of the level 1 dependent variable once controlled 

for the effect of variables at level 2; Z𝑗 is the moderator variable measured at level 2 that corresponds to 

country 𝑗 and 𝛾01 represents its main effect; 𝑊𝑗 is the vector of control variables measured at level 2 and 

𝛾02 represents their corresponding coefficients; and 𝑢0𝑗 is the random effect that captures the variability of 

the dependent variable across countries 𝑗. The level 2 part of the model also indicates that the effect of level 

1 explanatory variables β1𝑗 is a function of the level 2 moderator variable, where 𝛾10 is the mean effect of 

the level 1 explanatory variables once controlled for the effect of variables at level 2; 𝛾11 is the interaction 

effect between the level 1 explanatory variables and the level 2 moderator variable; and 𝑢1𝑗 is the random 

effect that captures the variability in the effect of level 1 explanatory variables across countries 𝑗. 

Descriptive statistics and correlation analysis 

Tables 2 presents descriptive statistics from the sample of TEA. Provides the means, standard deviations 

and pairwise correlation coefficients for study variables. For the continuous variables, the average age of 

entrepreneurs in our sample is 37 years old. Tables 3, 4, 5 and 6 provide correlation matrixes for the entire 

sample for the 2014-2016. The correlation matrix reveals that almost all explanatory variables have a low 

correlation. 

Table 2 

Descriptive statistics 

 
Source: Own elaboration. 
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Table 3 

Correlation matrix 

 
Source: Own elaboration. 

 

Table 4 

Correlation matrix 

 
 

Source: Own elaboration. 

 

  



 

 

Table 5 

Correlation matrix 

 
Source: Own elaboration. 

 

Table 6 

Correlation matrix 

 
Source: Own elaboration. 

 

Results 

In tables 7, 8, 9 and 10, model 1 is a null model in which no explanatory variables were included for testing 

if there is (or is not) significant variation in the innovation, internationalisation, and employment generation. 

The resulting Intra-Class Correlation (ICC) shows that 11.30% of the total variance within innovation is 

between countries; 22.60% of the total variance within internationalisation is between countries and, 7% of 
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the total variance within employment generation is between countries. All percentages show that multilevel 

model regression is the model that suits the relationships between variables. Model 2 presents the mixed 

regressions results with only control variables. In model 3 we incorporated the individual level and country 

level variable Economic Freedom and all individual level coefficients are significant (p≤0.001) and with the 

expected sign. Entrepreneurial teams create more innovate firms, more internationalised firms and more 

high employment growth firms when compared to individual entrepreneurs. We can confirm hypotheses 

1,2 and 3. 

In model 4 we incorporate the interaction terms between the Economic Freedom and our variable of 

interest (Team). We can confirm hypothesis 4b. We can conclude that a country with higher level of 

economic freedom positively moderates the relationship between entrepreneurial teams and 

internationalisation. The interaction terms for innovation and employment generation have the expected 

sign, however, those interactions terms are not significant, rejecting hypothesis 4a and 4c. 

Table 7 

Multilevel mixed regression predicting innovation 



 

 

 
† Significant at p ≤ 0,1; *** significant at p ≤ 0,001; ** significant at p ≤ 0,01; * significant at p ≤ 0,05 

Source: Own elaboration. 
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Table 8 

Multilevel mixed regression predicting internationalisation 

 
† Significant at p ≤ 0,1; *** significant at p ≤ 0,001; ** significant at p ≤ 0,01; * significant at p ≤ 0,05 

Source: Own elaboration. 

 

  



 

 

Table 9 

Multilevel logistic regression predicting internationalization 

 
† Significant at p ≤ 0,1; *** significant at p ≤ 0,001; ** significant at p ≤ 0,01; * significant at p ≤ 0,05 

Source: Own elaboration. 
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Table 10 

Multilevel mixed regression predicting employment generation  

 
† Significant at p ≤ 0,1; *** significant at p ≤ 0,001; ** significant at p ≤ 0,01; * significant at p ≤ 0,05 

Source: Own elaboration. 

 

Discussions and Conclusions 

This study posed a central question: do entrepreneurial teams generate firms with higher levels of 

innovation, internationalisation and employment growth compared to individual entrepreneurs, and how 

does Economic Freedom influence these relationships? Based on this question, the research seeks to 

provide empirical evidence on the differential contribution of entrepreneurial teams versus individual 

entrepreneurs, looking at both micro factors (resources and capabilities) and institutional conditions. The 

framework of analysis combines Resource and Capabilities Theory with elements of institutional theory, 

which allows for a comprehensive approach to the entrepreneurial phenomenon. 



 

 

The results show that entrepreneurial teams do indeed tend to create more innovative, internationalised 

firms with higher employment generation expectations. These findings support the theoretical perspective 

by demonstrating that teams not only have more resources at their disposal, but also manage to combine 

them synergistically, enhancing their strategic value. Cognitive diversity, complementarity of skills and the 

ability to cope with complex and changing environments reinforce the idea that teams are better able to 

build sustainable competitive advantages from the early stages of entrepreneurship. 

Contrasting these findings with previous studies confirms the findings of Klotz et al. (2014) and Ensley & 

Pearce (2001), who highlighted the importance of collective learning, networking and human capital in team 

dynamics. It also highlights the theoretical contribution of the study by showing that the context of 

economic freedom acts as a moderator in the relationship between teams and internationalisation. This 

result suggests that a favourable institutional environment can amplify team capabilities to compete in 

international markets, providing empirical evidence that connects institutional theory with entrepreneurial 

performance. 

Although the effects of Economic Freedom on innovation and employment generation did not reach 

statistical significance, the positive effect on internationalisation is robust and suggestive. This opens new 

lines of research on which dimensions of Economic Freedom are more influential according to the type of 

entrepreneurial outcome. Moreover, it invites to explore possible indirect or mediating effects that explain 

why some aspects of the institutional environment affect certain dimensions of entrepreneurial performance 

more than others. This finer focus could enrich future research with greater theoretical and methodological 

specificity. 

From a public policy perspective, the findings have clear implications: rather than promoting business 

creation in a generic way, policies should focus on creating conditions that favour the formation of 

entrepreneurial teams and on strengthening key aspects of economic freedom, such as trade freedom, 

regulatory stability and openness to foreign investment. This approach would make it possible to boost 

internationalisation and, in the medium term, increase the competitiveness of productive systems. In sum, 

this research provides an integrative framework that articulates individual capabilities and institutional 

contexts and offers an empirical basis for redesigning entrepreneurship promotion strategies with criteria 

of quality, sustainability and impact. 
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