Female Entrepreneurship:

A Grouped Division of Europe and Central Asia

Introduction

The constant changes in sociocultural conditions in the global market and the
tremendous growth in the number of women's companies culminates in the
growing interest in research on female entrepreneurship (Brush, 1992; Moreira et
al., 2019). However, despite the growing trend, there is still a lack of
understanding about the role that women entrepreneurs play in the process of
internationalization of companies and how countries are grouped in terms of
female entrepreneurship (Moreira et al., 2019).

In this sense, this article aims to contribute to a better understanding of how the
countries of Europe and Central Asia group in terms of female entrepreneurship.
To achieve the proposed objective, the research was based on a statistical study,
using SPSS software, through a Cluster Analysis to a sample collected in the
Database The World Bank — Enterprise Surveys.

Literature Review

Although women have owned their own companies throughout history
(Anderson & Zinsser, 1988), the interest of politics and the popular press in the
phenomenon of women entrepreneurs is relatively recent (Brush, 1992; Lerner et
al., 1997; Moreira et al., 2019).

Hanson (2009, p. 251) proposed a more inclusive definition of entrepreneurship,
arguing that entrepreneurship should be seen as a "gender geographical
process". According to the above-mentioned author, this inclusive definition of
entrepreneurship should be expanded from the narrow focus on the figure of the
"hero" (male) created by Schumpeter (1945) (Ahl, 2006; Ahl & Marlow, 2012;
Bird & Brush, 2002) who produces totally new products or services, which cause
imbalance in the market, to include anyone who "owns a business, takes on the
risks associated with property, deals with the uncertainties of resource
coordination and is responsible for day-to-day management of the business".
Considering the positive social impact of entrepreneurial activities by women,
such as improving income distribution and diversifying the economy (Akter et
al., 2019; Gupta et al., 2014; Vazquez-Carrasco et al., 2012), women entrepreneurs
are an important factor in reducing inequality and promoting local development
(Akter et al., 2019; Alves et al., 2017; Nieva, 2015).

Europe and Central Asia have the lowest rates of female TEA (Percentage of the
population aged 18 to 64 who are nascent entrepreneur or managing owner of a
new business) and greater gender differences compared to other regions of the
world (Elam et al., 2019). It should be noted that the absolute gender difference



is the difference between the male and female levels of TEA. While useful, it is
clearly dependent on the scale of business activity in each country (Bosma et al.,
2020).

Studies by formal companies in Eastern Europe and Central Asia have found that
women-owned companies tend to be small and use less external financing
(Sabarwal & Terrell, 2008). Sabarwal and Terrell (2008) also found that returns at
the scale of women-owned companies are significantly higher than male-owned
companies, implying that women entrepreneurs would earn more from
increasing their businesses compared to male entrepreneurs. This study also
found that the main reason for the suboptimal size of women's companies is
capital constraints (Sabarwal and Terrell, 2008). Although women entrepreneurs
represent a significant part of the economy, they face challenges in obtaining the
resources needed to expand their businesses (Gatewood et al., 2009).

The environment in which individuals are active also plays a prominent role in
the decision to bet on entrepreneurship (Jack & Anderson, 2002; Minniti, 2010;
van der Zwan et al.,, 2012). In addition, there seems to be a wide variation
between countries in relation to factors that facilitate or hinder entrepreneurship
by women and men (Verheul et al., 2006). By grouping countries on the basis of
the level of economic development, it can be concluded that in low-income
countries, the gender gap in entrepreneurship is smaller than in more developed
countries (Baughn et al., 2006). In developing countries, women face barriers to
entering the formal labour market and resort to entrepreneurship to escape
unemployment or even poverty (Minniti & Naudé, 2010; Mroczkowski, 1997;
Welter et al., 2003). Thus, understanding the role of female entrepreneurship in
the context of economic development is especially important (Minniti & Naudé,
2010; Naudé, 2010).

Methodology

In a first phase, a literary review was carried out with the purpose of exposing
the theme of female entrepreneurship. In this sense, the research of these articles
was carried out on the Web of Knowledge, and the number of citations was
consolidated in their selection criteria. Following the theoretical research and
ascertained the concepts and constructions of the themes in relation, the
explanatory variables were made to the theme Female Entrepreneurship at The
World Bank — Enterprise Surveys.

The practical component of this work consists in the realization of a statistical
study, of quantitative nature, using a multivariate technique, namely Cluster
Analysis, using the Statistical Package for the Social Science (SPSS). Using
Cluster Analysis it is possible to group the countries of Europe and Central Asia
in terms of female entrepreneurship. This technique will be applied to a sample
constructed by extracting quantitative data from The World Bank (Enterprise



Surveys) platform, built on a sample of 35 countries in Europe and Central Asia
(company data is grouped into country-level indicators).

Results

Hierarchical cluster analysis was carried out, based on the variables that explain
female entrepreneurship, verifying that it was identified by two groups of
countries. In this context, the formation of two clusters is noted, the first
composed of 31 countries and the second by the other 4 countries that make up
Europe and Central Asia.

Subsequently, an analysis of K means was performed, in order to be able to group
each country to the clusters whose centroids are closest. There are no differences
in the classification determined by hierarchical cluster analysis. In this case,
Cluster 1 consists of 15 countries and Cluster 2 consists of 20 countries.

It is verified that in Cluster 1 the means of the two variables are higher than the
global mean. In Cluster 1 are countries that have a female participation in
companies, that is, a female entrepreneurship rate above the Global average. On
the other hand, in Cluster 2 are the countries with percentages of female
participation in companies below the Global average.
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Figure 1: Geographical representation of clusters

It is possible to see through Figure 1 that Cluster 2 essentially encompasses
countries in southern Europe and southwestern Europe, also encompassing some
of Central Asia. On the other hand, in cluster 1 are the countries of Europe mainly
Nordic and some belonging to Asia.



Conclusions and Implications

In line with the objective of the work and through Cluster Analysis, it is
concluded that the countries of Europe and Central Asia can be divided into two
groups. The difference between the two clusters can be justified by the role of
women in the countries concerned.

According to the Gender Gap Report of the World Economic Forum, the Nordic
countries present themselves as the most egalitarian. In this sense, it is noticeable
that the countries belonging to Cluster 1 have a higher level of female
entrepreneurship than the global average. On the other hand, the countries of
South-Eastern Europe are characterized by the heterogeneity of their ethnic
structure. Genders continue to be defined more by differences than by
similarities. There is a very clear separation of roles according to gender. It
promotes a concept of unbalanced success from the point of view of genders. In
this respect, religions continue to have a great influence on gender segregation.
Although they are slowly gaining ground, women-friendly transformations
often face resistance from traditional cultural codes, customary law and ancient
cultural practices. In Turkey, for example, the figure of the so-called "honour
crime" persists. In addition, as regards the characterization of the role of women
in southern Europe, in particular as regards the division of paid and unpaid
labour within the household, a clear gender divide is perceived. It is up to women
almost exclusively, both household and elderly tasks. This situation is all the
more problematic if we consider that, despite the massive entry of women into
the labour market, it did not correspond to greater collaboration of the spouse in
domestic tasks. All this may justify the fact that countries belonging to Cluster 2
have female entrepreneurship rates below the global average.

In this sense, it is observed that in fact, the environment in which individuals are
active plays a prominent role in the decision to bet on entrepreneurship,
corroborating the literature (Jack & Anderson, 2002; Minniti, 2010; van der Zwan
et al., 2012). However, it is not possible to justify the difference between the 2
clusters based on economic development.

This study has as an implication a better understanding of how the economies of
Europe and Central Asia are distributed in terms of female entrepreneurship.

In this sense, it is suggested as a proposal for future research to investigate the
explanatory factors of cluster distribution, trying to understand not only why in
the Nordic countries of Europe and some in Central Asia there is a higher rate of
female entrepreneurship but also why in the countries of southern and
southwestern Europe there is a lower rate of female entrepreneurship.

The limitation of the study is the restriction on economies in Europe and Central
Asia as an analytical basis, which may not have allowed a true interpretation of
the results.
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