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The Impact of Humane Entrepreneurship on Business
Ecosystem and Economic Development

sk
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With the advancement in digital transformation with smart technologies and the
collapse of industry borders, increasing is the importance of understanding customer
problems, fostering employee capabilities, and enhancing the partner capabilities to
properly provide the best service to customers. This is what is called the humane
entrepreneurship in the 4th Industrial Revolution. Humane entrepreneurship is believed
to play a critical role in developing business ecosystems and thus economic growth
of nations. We empirically tested the ideas that 1) entrepreneurship as a meta-structuring
action shape the healthiness of business ecosystem and 2) subsequently both entrepreneur-
ship and business ecosystems affect economic development of a country. The results
indicate that humane entrepreneurship does not directly affect healthiness of business
ecosystem, but the balanced humane entrepreneurship together with opportunity in
business ecosystems has a positive relationship with GDP growth. In other words,
opportunity can be appropriated by entrepreneurs who have balanced sense between
human and enterprise dimension. Data collection and methodologies are discussed
further in the paper.
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I. Introduction

With the advancement in digitalization and
smart technologies, industry borders collapse
and competitive environment have been
changing from efficiency based to creativity
based where entrepreneurship plays a critical
role in developing economic growth. Previous
studies insisted that entrepreneurship directly
influences firm performance or economic
growth. However, a couple studies argue that
entrepreneurship would not directly affect
the firm performance but indirectly through
individual structures like knowledge man-
agement capability (Kim, Song, Sambamurthy,
and Lee, 2012; Lee, Jung, and Kim, 2015).
Institutionalization theory explains that en-
trepreneurship plays a role as meta-structur-
ing action in building individual structures
including business ecosystem which in turn
affects economic growth (Purvis, Sambamurthy,
and Zmud, 2001). Following this line of argu-
ment, in this study, we investigate 1) how
does entreprencurship as a meta-structuring
action shape the healthiness of business eco-
system, the individual structuring actions and
2) subsequently how does entrepreneurship
affect economic development of a country?
For the entrepreneurship, we use the concept
of humane entrepreneurship which consists
of two sub-dimensions: humane dimension
and enterprise dimension. The healthiness
of business ecosystem is defined as an overall
performance of business ecosystems which
can be measured by the three determinants
of business ecosystem health: robustness (the
capability of an ecosystem to overcome diffi-
culty to survive), productivity (the ratio of
output to input), and niche creation or crea-
tivity (the capability to create meaningful
diversity and new businesses) (lansiti and
Levien, 2002). To examine the research ques-
tions, we used the data about humane en-
trepreneurship and healthiness of business
ecosystem collected through survey method
from 19 countries.

II. Literature and Theory

Development
Prior research has posited three possible

ways that entrepreneurship is related to a
country’s GDP per capita. First, there is no
relationship between Entrepreneurship and
GDP per capita. Second, there is a linear
relationship between Entrepreneurship and
GDP per capita (The Entrepreneurship,
Growth and Public Policy Group, 2008).
Third, there is a U-curve relationship between
Entrepreneurship and GDP per capita.
Among these three, it was found that the
third explanation may be the most plausible,
as it was observed that there is a U-curve
relationship between Entrepreneurship and
GDP per capita (Carree, Van Stel, Thurik,
and Wennekers 2007; Wennekers, Van Stel,
Carree and Thurik, 2010). However, According
to Acs, Desai, and Klapper (2008b) who
examined the relationship between entre-
preneurship and economic growth in terms
of GDP per capita with 40 years of world
economic data, when entrepreneurship is
grouped into opportunity and necessity, the
ratio of opportunity to necessity entrepre-
neurship always increases as the GDP per
capita grows. This study is designed to re-ex-
amine the phenomenon with more data.
We propose in this study that higher in-
come leads to more opportunity based start-
ups particularly in the innovation driven
economy (higher income countries). Well
established social safety nets such as govern-
ment welfare for the unemployed in the in-
novation driven economies reduces the
start-up risks. Thus, we argue that the rela-
tionship between entrepreneurship and GDP
per capita is J-curved, in particular when
considering Humane Entrepreneurship (HE)
which is defined as the pursuit of en-
trepreneurial growth and humane develop-
ment for opportunity realization and sustain-
able organization. According to the Max
Planck Institute, without entrepreneurship,
countries that experience the middle-income
trap may not grow further. However, with
the concept of humane entrepreneurship, we
argue that when enterprise dimension of en-
trepreneurship is emphasized too much, the
economy won’t have the expected results.
Both human dimension and enterprise di-
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mension need to be balanced to have the
better effect on national economy.
Healthiness of business ecosystem as the
individual structuring action is argued in the
paper to deliver the humane entrepreneurship
onto economic growth. It has been measured
by a scale named HeBEX. HeBEX (2015)
has assessed the relative healthiness of coun-
tries through the HeBEX model. This model
proposed that Creativity (research and devel-
opment, hereafter R&D; number of patents)
drives Opportunity (exports; new businesses)
which affects Productivity (GDP per capita).
The profits from this relationship fuel future
innovation through entrepreneurship (ease
of doing business; SME support) and re-
investment (investments in R&D). As en-
trepreneurship is a vital part of economic
growth, this paper proposes that Humane
Entrepreneurship should likewise have an
effect in business ecosystem health. This re-
search would study this link and establish
what the relationship between the HeBEx
Indices and Humane Entrepreneurship are.

Il Data Collection

In order to gather information about en-

trepreneurship from various countries and
organizations, a questionnaire has been pre-
pared. This questionnaire has been dis-
seminated both through hard-copy surveys
and as an online form. Ten elements of hu-
mane entrepreneurship “state” are scored us-
ing a five-point Likert scale (Very low, Low,
Neutral, High, Very High). We asked country
representatives to sample policy makers,
business people, and entrepreneurship educa-
tors as respondents of “Humane Entrepre-
neurship Questionnaire” (Kim and Bae et
al., 2016).

V. Results and Analysis

4.1 Double-Inflection Point Hypothesis:
The Neo Middle-Income Trap

Countries whose GDP per capita is be-
tween $10,000 to $12,000 are deemed to
be in the Middle-Income Trap (Agénor,
Canuto, and Jelenic, 2012). This research
however, has found a different point which
is unique to the Digital Economy, the Neo
Middle-Income Trap. This new phenomenon
does not take place under the analog economy

Figure 1
Necessity based Entrepreneur vs Opportunity based Entrepreneur
(Acs, Desai, Hessels, 2008a)
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where efficiency and productivity are key
factors for economic development.

To move from the $25,000 to $30,000
GDP per capita range in the analog economy,
it took Japan 4 years, Switzerland 2 years,
Sweden 4 years, Germany and Denmark 6
years, respectively. However, Korea has re-
mained within the $20,000 to 29,000 GDP
per capita range for 11 years since 2006,
when they reached $20,823. Korea has fallen
into the Neo Middle-Income Trap, caused
by having a relatively low Humane Entrepre-
neurship (HE Entreprencurship Trap at
Middle-Income Countries), together with
Greece, Spain, and Italy.

4.2 Humane Entrepreneurship Trap

Michael Porter has established that there
is a relationship between Economic Develop-
ment and Entreprencurship. The 1st stage
is factor-driven development, these is en-
trepreneurship for necessity based start-ups.
The 2nd stage is investment-driven develop-
ment through offshore loans and Foreign

Direct Investment. This efficiency-driven
strategy would help a country increase, up
until the 1st stage trap, which is Middle-
Income Trap in the $10,000 to $12,000 GNP
per capita range (OECD, World Bank, 2012).
The 3rd stage is innovation-driven develop-
ment, where there are more opportunity based
start-ups. Here technology innovation drives
economic development which is possible un-
til the 2nd stage trap, the Neo Middle-Income
Trap. The 4th stage is CSV-driven develop-
ment where creating shared value and accu-
mulated capital drives economic develop-
ment.

4.3 Humane Entrepreneurship and
Business Healthiness

Entrepreneurship plays a vital role in de-
termining business ecosystem health (Purvis,
1984). Previous studies such as HeBEx
(2015) has incorporated Entrepreneurship as
one of its elements. This relationship could
best be summarized in Figure 2 where the
HeBEx indices has been compared to the

Figure 2
Correlation between Humane Entrepreneurship and Business Healthiness
HeBEx Creativity Opportunity | Productivity Entrepreneurship
Pearson Correlation 1 .853 .681 .812 .871
HeBEx Sig. (2-tailed) .00Q .002 .000 .00q
N 18 18 18 18 18
. Pearson Correlation 853 1 .459 513 695
Creativity Sig. (2-tailed) .000 .055 .029 .001
N 18 18 18 18 18
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Opportunity Sig. (2-tailed) .002 .055 .089 .088
N 18 18 18 18 18
» Pearson Correlation 812" 513 412 1 698"
Productivity Sig. (2-tailed) .000 .029 .089 .001
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" Correlation is significant at the 0.01 level (2-tailed).
Correlation is significant at the 0.05 level (2-tailed).
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Humane Entreprencurship scores. It was
found that there is a significant correlation
betwgfn HeBEx and the Enterl)rise Cycle
(.651 ), the Human Cycle (.559), and their
combined scores (.639**). When looking at
the specific HeBEx indices, Creativity is
found to be linked to the Enterprise Cycle,
while Opportunity and Productivity are found
to be essential in both.

4.4 Humane Entrepreneurship,
Business Ecosystem, and
Economic Growth

Following the argument that entrepreneur-
ship shapes sub-structure to affect perform-
ance, we develop a structural model where
humane entrepreneurship affects healthiness
of business ecosystem which in turn affects

GDP per capita. Figure 3 illustrates the picto-

rial form of the structural model.

In Figure 4, HE balance stands for the
balance between human dimension and enter-
prise dimension and HExCre, HExOpp, and

HE*Pro are all interaction terms between
HE Balance and three healthiness concepts
of business ecosystem (creativity, oppor-
tunity, and productivity). All most all of the
model fit indices are in the acceptable range
(Chi Square 15.778, d.f. 11, p<0.150,
normed Chi Square 1.434, NFI .907, TLI
.882, CFI .964, RMSEA .117).

The test results show that humane en-
trepreneurship does not directly affect health-
iness of business ecosystem and out of three
healthiness concepts, only creativity and pro-
ductivity appear to affect GDP per capita.
Among the concepts of healthiness of busi-
ness ecosystem, creativity affects oppor-
tunity which in turn influences productivity,
leading to economic growth. Interestingly
opportunity which has been known as the
most important driver for economic growth
(Acs et al., 2008a) does not directly affect
GDP per capita, but it affects GDP per capita
by interacting with the balance between hu-
man and enterprise dimension of humane
entrepreneurship. That is to say, opportunity

Figure 3
J-Curve Hypothesis: Humane Entrepreneurship Trap
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Figure 4
A Structural Model of the Relationship among Key Concepts

HE Balance| Opportunlty

** <0.01
**+* <0.001

affects GDP per capita only with the presence
of balanced entrepreneurship between human
and enterprise dimension. This finding makes
sense when the relationship between oppor-
tunity-necessity entrepreneurship ration and
GDP per capita.

Even though humane entrepreneurship
does not appear to affect healthiness of busi-
ness ecosystem, by showing that the inter-
action between the balanced humane en-
trepreneurship and opportunity has a positive
relationship with GDP growth, humane en-
trepreneurship is proved to be a meta-struc-
turing action. In other words, opportunity
can be appropriated by entrepreneurs who
have balanced sense between human and
enterprise dimension.

V. Discussions and Implications

Humane Entreprencurship is important to
move from Factor-driven and efficiency-
driven economies to innovation-driven ones.
It is possible to reach the $20,000 GDP per
capita level even without innovation, through
input of factors. To grow further, prolifer-
ation of Humane Entrepreneurship is needed

(Germany Max Planck Institute, 2008; GEM).

Based on the results, investing in pro-
duction factors such as labor, capital, and
land would enable a country to reach $20,000
GDP per capita. However, to reach $30,000
or 40,000 GDP per capita, entrepreneurship
is required as well (Erken, Donselaar, and
Thurik, 2008; GEM; ICSB). Advanced coun-
tries ($40,000 GDP per capita and above)
could overcome the Neo Middle-Income
($25,000 to $29,000 GDP per capita) trap
through Humane Entrepreneurship (J-Curve
Hypothesis). $25,000 to $29,000 GDP per
capita (PPP) countries including Italy, Greece,
Spain, and Korea remain in the Neo Middle-
Income trap, while advanced countries
(540,000 GDP per capita and above) includ-
ing Singapore, USA, Sweden, Austria have
increased through a more Humane approach
to Entrepreneurship.

In the same line, while previous studies
assume that entrepreneurship directly affect
economic growth, this study argues that en-
trepreneurship indirectly affect economic
growth via the healthiness of business
ecosystem. The test results indicate that en-
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terprise dimension and human dimension
may exert differential effect on healthiness
of business ecosystem among which crea-
tivity and productivity influence economic
growth while opportunity needs to come
along with the balanced humane entre-
preneurship to affect economic growth. That
is, opportunity positively affect economic
growth in the condition of highly balanced
entrepreneurship, human side and enterprise
side.
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