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Abstract

The aim of this conceptual paper is to study the origin of the entrepreneur's function.
We examine the construction of the entrepreneur's ‘resource potential’ (the set of
knowledge, relations and financial resources gathered together by the entrepreneur)
and the role of the socio-economic background in this matter. The ‘organic square of
entrepreneurship’ (resource potential, market, economic organization and public policy)
links the individual characteristics of the entrepreneur and the environmental factors to
explain entrepreneurship. It is also a tool to study entrepreneurship in different social,
economic and political context. We illustrate this role through the analysis of the
French case, which reveals the assets and limits of the entrepreneurial context. We
particularly show the importance of taking account of the structural characteristics of
the productive system in the design of future entrepreneurship policies.

JEL codes: [ 26; L1; L53
Keywords: Entrepreneur; Resource potential; Organic square of entrepreneurship;
French entrepreneur

Background

In a period of crisis, entrepreneurship is considered as a booster for the economic
growth through the diffusion of innovations. For Schumpeter, the entrepreneur is in-
deed the one who disturbs the neo-classical equilibrium by executing new combina-
tions in the means of production and who puts the economy on the path of motion
and development (Schumpeter 1939, 1942, 2006). In the current economic context,
starting a business is also considered as a solution to face unemployment. In the two
cases (innovation and creation of one's own job), entrepreneurship refers to risk taking.
As such, for Schumpeter as well as for the many scholars who work on entrepreneur-
ship, being an entrepreneur is not considered as a profession but as a function. In
other words, entrepreneurs have a butterfly-like existence.

What is the origin of the entrepreneur's function? Is entrepreneurship a natural gift,
as Schumpeter seems to believe? Why does the entrepreneur's function disappear and
is not a long-lasting one? To answer these questions, it is important to develop an ap-
proach combining economics and sociology, in order to go deeper into the analysis of
the social origin of the entrepreneur's function, studying the construction of his ‘re-
source potential, i.e. the set of knowledge, relations and financial resources gathered
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together by the entrepreneur in his environment. This resource potential is not stable
and may be increased or reduced, in different economic, political and social contexts
(Aldrich 2011; Granovetter 1985; Shane 2003). However, this paper does not try to de-
fine the exact ingredients of a ‘good’ public policy for entrepreneurship. As a matter of
fact, since Keynes on the one hand and also the work of the economists of the Public
Choice School on the other hand, economists have learnt that the impacts of public
policies are not always the expected results (Keynes 1933; Buchanan and Tullock 1962).
This paper aims to insist on the way the entrepreneur builds his resource potential and
on the role of the socio-economic background in this matter. Notwithstanding his own
qualities (smartness and ability to judge), the entrepreneur here is considered as a so-
cial actor, influenced by the social, economic and political context.

This conceptual paper builds on the analysis of literature (mainly in economics and
sociology) and presents entrepreneurship as based on four pillars that form what we
call the ‘organic square of entrepreneurship’. The four pillars are the entrepreneur's re-
source potential, the characteristics of the market, the characteristics of the economic
organization and the public policies dedicated to business creation and development.
This paper goes deeper in the analysis of the organic square of entrepreneurship and
illustrates its role with the analysis of the French case.

The first part of this paper points out the origins of the entrepreneur's function and
develops an analysis of the resource potential. The proposed formalization in terms of
organic square of entrepreneurship is thus an attempt to explain the temporary charac-
ter of the entrepreneur's function. In the second part, we analyze as an illustration the
current characteristics of the organic square of entrepreneurship in the French context.
The organic square of entrepreneurship appears as an interesting tool to emphasize the
positive aspects and the limits of the economic and social context that conditions
entrepreneurship.

Results and discussion

The entrepreneur's resource potential and entrepreneurial dynamics

The resource potential: the origin of the entrepreneur's function

The entrepreneurial function in a capitalist economy personifies the economic change.
This change can take different forms: technological (product or process of production),
organization of the enterprise, market organization, etc. To achieve this objective, the
entrepreneur mobilizes a set of resources (Penrose 1959). The occupational choice to
start and run a business depends on individual abilities and skills but also on the access
to social capital that facilitates the entrepreneur's access to information and resources
(Granovetter 1985). The entrepreneur, as an individual, finds the needed resources in
the environment into which he starts his business. The individual embodies the entre-
preneurial function. To explain these interactions between the individual and the envir-
onment, we have developed the concept of ‘resource potential’. This concept gives the
possibility to assess the role played by the social origin, the educational background,
the professional experience and the financing sources of new entrants (Boutillier and
Uzunidis 2010; Boutillier et al. 2004). All individuals own a set of resources and use
their potential to improve their economic situation (to find a job with a good salary, to
create an enterprise, to find another professional activity, etc.). The resource potential
is not a natural gift but it is the product of a social process and of the opportunities
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and constraints implied by this process. What are the entrepreneurs' social origins?
What did they study? Who were their parents? Were they entrepreneurs? Employees?
Civil servants? How do they find the funds to start their business? What are their
relations?

The resource potential can be analyzed in three parts: (a) knowledge (schooling, sec-
ondary education, higher education, further education and professional experience,
etc.); (b) financial resources (personal savings, bank loans, venture capital and different
forms of public support); (c) relations (family, personal, professional, institutional rela-
tions, etc.) (Table 1).

These three parts are interdependent. For example, the knowledge of an individual
depends on his education, the professional experience and the resources of the family.
Shane and Venkataraman (2000) argue that an individual's idiosyncrasies prior know-
ledge strongly influences the process of opportunity recognition. The family context
(Aldrich and Cliff 2003; Casson 2010) positively or negatively influences the educational
choices. While studying, the individual meets new persons, who can become partners
and bring knowledge, money and relations. Making up a substantial address book is
fundamental because it facilitates the search for money, markets and associates, etc.
Many entrepreneurs were born to families of entrepreneurs or create such families. A
sizeable proportion of new enterprises are founded by two or more related individual,
and specially founded by married couples or cohabitating partners. Regarding the finan-
cial resources, Schumpeter focused in priority on the entrepreneur's ability to raise
funds, but this ability can be considered as part of a multidimensional ability in which
knowledge and relations also have an important role to play.

The capitalist economy needs entrepreneurs to exist. ‘Capitalism, then, is by nature a
form or a method of economic change and not only never is but never can be station-
ary’ (Schumpeter 1942). The creation of enterprises by individuals is a way to develop
new innovations which will feed the economic growth. But, all these new entrepreneurs
are not innovators; some of them (or a large part of them) are ‘reproducers’. The repro-
ducers create organizations ‘whose routines and competencies vary imperceptibly from
those of existing organizations in established populations’. The ‘innovators’ create orga-
nizations started ‘by entrepreneurs whose routine and competences vary significantly

Table 1 The entrepreneur's resource potential: elements of definition

Resource potential Main characteristics

Knowledge Tacit knowledge obtained from the family
Scientific and technical knowledge learned at school
Knowledge obtained through relations
Knowledge obtained through professional experience
Financial resources Personal savings
Love money: parents, friends, etc.
Bank loan
Financial aid from institutions (e.g. public aids)
Seed money from another entrepreneur
Relations Informal relations (family, friends, neighbourhood, colleagues, etc.)

Formal relations (State, banks, other enterprise, research institutes, etc.)

Source: Authors.
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from those of existing organizations’ (Aldrich and Martinez 2001, p. 7). The repro-
ducers even if they are not heroic entrepreneurs (in the sense of Shumpeter), however,
contribute to the reproduction of the economic activity on an expanded scale, since
they create wealth and jobs.

According the kind of entrepreneur, reproducer or innovator, the level of the resource
potential will not be the same. An innovator will often gather a rich and diversified re-
source potential. Conversely, the resource potential of the reproducer will be weaker.
The ability to develop a rich and diversified resource potential not only depends on the
willingness (or the gifts) of the individual but also on the context into which he acts.
Our approach insists on the analysis of the origin of the entrepreneur's function, trying
to add to the notion of ‘ability’ a social dimension. For example, Schumpeter spoke of
the qualities of the entrepreneur, and first of all, his ability to convince the banker.
According to us, this ability is not the result of a natural gift (as Schumpeter seemed to
believe) but of the association of the other resources that are gathered (knowledge and
relations) and of the social, economic and political context. As a matter of fact, the
entrepreneurial activity takes place in an environment which ‘influences people's will-
ingness to engage in socially productive entrepreneurial activity’ (Shane 2003, p. 146),
which we call the ‘organic square of entrepreneurship; which is studied later. This ap-
proach of the resource potential is fed but also differentiated from the current (or more
ancient) approaches in terms of social capital, as presented below.

The theoretical roots of the resource potential: an economic approach to social capital

The concept of social capital officially appeared in human sciences at the beginning of
the 1980s. Bourdieu (1980) is one of its main originators. His aim was to go deeper into
the analysis of social relations. At the beginning of the 1960s, Becker (1975) defined the
concept of ‘human capital, considering that all individuals own their knowledge and
that they can take the decision to invest in their human capital to increase their mer-
chant value on the labour market. With the concept of social capital, social relations
become valuable resources (Boutillier 2006). The concept of social capital is the foun-
dation of the concept of resource potential. However, in the economic and sociological
literature, social capital is most often defined as a set of social relations. One may con-
sider that social relations are only a part of the resources that individuals can invest in
to find a job, start a business, etc.

Capitalizing one's own knowledge At the beginning of the 1960s, the concept of hu-
man capital became essential, in the theory as well as in economic facts. Enterprises
and notably big ones needed more and more skilled employees due to the development
of the service industry and the clearer separation between design and manufacturing,
the affirmation of full employment, the development of the educational system, the
continuous technical progress and the resulting automation of industrial work.

This theoretical breakthrough was fundamentally initiated by Becker in the 1960s.
Smith did precede him in this analysis, putting a lot of emphasis on the necessary de-
velopment of education. But the true precursors of human capital are certainly Schulz
(1959) and Denison (1962). The quality of human resources, the investment in educa-
tion, the information of individuals and knowledge are production factors. Becker's hu-
man capital is different from physical capital or financial capital because the knowledge
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and know-how acquired by an individual during his training are embedded into him.
The employer can take advantage of this knowledge if the employee keeps on working
in his enterprise. Employers do not have a property right on their employees.

However, the human capital is a capital and as such the theory of capital can be ap-
plied to it, adapting it and putting forward some specific properties: human capital can
be accumulated. All individuals may increase the number of years dedicated to their
formation, normally through a quasi-indefinite process. Marginal returns of investment
in education are decreasing: along the life cycle, the accumulation of human capital fol-
lows a decreasing trend. As years go by, economic agents dedicate less time to training,
all the more so as job perspectives become less numerous. The human capital return
decreases with age: the integration of human capital in the individual limits his invest-
ment capacity. He is dependent on his physical and intellectual capacities. Moreover,
an individual may accumulate human capital, without any positive result (added value
on the labour market); human capital is both a private and a public good as an edu-
cated population is also more productive (cf. GDP growth, Lucas 1988).

The theory of human capital therefore presents similarities with the one of capital.
The individual invests in himself, as the capitalist invests in his enterprise: the first one
is incorporated in the individual, but the capital remains exterior to the entrepreneur
who invests it. The law of decreasing marginal returns applies to human and physical
capital alike.

Capitalizing one's social relations Since the early 1990s, various works have been
conducted by American sociologists (Putnam 2000; Coleman 1988, 1990) in this direc-
tion. Social relations are considered as a resource which can be capitalized by individ-
uals. In order to improve their economic welfare, individuals use their social relations
which are regarded as an individual and a collective good. According to those authors,
the characteristics of social capital are similar to those of physical capital: decreasing
returns, decreasing marginal productivity, etc.

Bourdieu (1980) defined the concept of social capital in an analysis of social stratifica-
tion. Differences in terms of revenues are not the only criterion of differentiation be-
tween social classes. For equal revenues, social behaviours and notably cultural ones can
be very different. This social capital is a means to gain access to jobs, funding, etc., and
the individuals belonging to dominant social classes are those who benefit from a wide
network of social relations. Bourdieu defines social capital as the sum of actual or poten-
tial resources which are linked to the more or less institutionalised network of inter-
acquaintance and inter-recognition relations possessed by an individual. Every individual
is endowed with a social capital, but the latter is not a natural gift but the result of a strat-
egy. Consciously or not, individuals invest to increase their social capital, this one depend-
ing on other forms of capital: economic capital, cultural and symbolic one. A high
economic or cultural capital facilitates the formation of a social capital. In addition, a high
social capital is also a means to increase the economic capital of individuals.

Long before Bourdieu, other sociologists drew attention to the potential wealth that
constitutes a network of social relations. Weber (1964) showed the link there was in
the USA at the beginning of the twentieth century between the adherence to a religious
community and success in business. In 1963, Macaulay (1963) published the result of a
study conducted in the USA on transactions between firms, which are very often
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agreed without contracts or in inaccurate legal conditions. Entrepreneurs are often re-
luctant to formalities which may question trust. For American sociologists who studied
the concept at the end of the 1980s, social capital can also be considered as a network
of various relations enabling the individual to improve his social insertion. Subtle links
between social capital and human capital are also established.

The issue of social capital is only apparently simple (Gasse et al. 2004). It is, as a mat-
ter of fact, possible to find as many definitions as there are authors who draw attention
to it. Coleman (1988, 1990) describes the social capital as a resource incorporated in
inter-individual relations. The resources drawn from social capital are privately appro-
priated and have certain similarities with externalities generated by the functioning of
the market. Social capital is productive, just as human capital, and contributes to the
increase of welfare. Putnam (2000) defines social capital as the network and reciprocal
norms which are associated to it. Social capital has a given value for the individuals
who are part of the network. Burt (1995) stressed the role of social networks in the evo-
lution of carriers, studying the promotion of executives in a big technological firm.

In a nutshell, those approaches in terms of human capital and social capital are inter-
esting in that they question the pure rationality of individuals, putting them right in the
middle of society (notably the role of family and state is clear) or in the ‘strategic group’
(Porter 1980) they have chosen: ‘Economic action does not take place in a vacuum,; ra-
ther it is embedded in networks of social relationships’ (Minniti 2005, p. 4). In the man-
agement literature, the role of social relations and of networks is more and more used
to explain the entrepreneurs' success (Sammut 1998; Davidsson and Honig 2003; Suire
2004; Marchesnay 2003; Chabaud and Ngijol 2005, Minniti 2005). But these approaches
seem too simplistic because they remain largely focused on the individual, with very
few references to the economic, social and political context in which he acts.

Our analysis based on the resource potential can thus be considered as a further step
in the social analysis of the requisites for an entrepreneur's success.

The organic square of entrepreneurship

The resource potential is not a natural gift and is built by a conscious (or unconscious)
strategy, linked to the economic, political and social context in which the entrepreneur
operates. Moreover this potential is not stable. It can be increased, as explained by the
abovementioned American sociologist, but it can also decrease in some special cases or
contexts. For example, a bankruptcy in Europe is very badly perceived and may be a
case for drastic reduction in the resource potential; in another context, it may not
change anything or even be regarded as an entrepreneurial attempt, which has to be
followed by other attempts. In the same vein, public policies may help to increase an
entrepreneur's resource potential or cause its decrease (support to business creation,
taxes in connection with the creation of the enterprise, etc.). The economic
organization (regulations, financial system, place of large enterprises and level of tech-
nical and knowledge development) and the market (supply and demand) may have the
same positive and negative results on the resource potential of the entrepreneur and
more globally on entrepreneurship. The formalization in the terms organic square of
entrepreneurship is thus an attempt to explain why the entrepreneur's function is not a
long-lasting and stable one. Being an entrepreneur (innovator or reproducer) is not
a profession but a function which stops when the entrepreneur does not combine
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productive resources anymore: the social, economic and political context may cause the
appearance or the disappearance of the entrepreneur.

As a matter of fact, the entrepreneur's dynamism and qualities cannot explain per se
the creation and success of small enterprises. This is the reason why a more systematic
analysis of the key factors of entrepreneurship in today's economy may be proposed.
Four major factors affect this: public policies, economic organization (the importance
of large corporations, the nature of the financial system and the level of development
of knowledge), and the state of supply and demand which contribute to the building of
the resource potential. The interdependence between these factors allows us to analyze
them through an organic square of entrepreneurship (Figure 1).

What is the rationale of the ‘organic paradigm of entrepreneurship’ and how to ex-
plain the choice of the incentive factors proposed here? To answer these questions, it is
necessary to focus on the key factors of success of small businesses. Shane (Shane
2003) for example makes a synthesis between the Schumpeterian entrepreneur (who is
an innovator) and Kirzner's entrepreneur (who has to be well informed to catch the
market opportunities; Kirzner 1973, 1985). Shane defines the relevant environmental
factors (institutional, political and socio-cultural) which may help the entrepreneur to
innovate. However, he does not make reference to the entrepreneur's own resource po-
tential. Many other studies conducted by specialists in management sciences have dem-
onstrated that the creation and durability of small enterprises depend on the
entrepreneur's ability to take into account the existing links between different internal
factors (organization, financial resources and activity) and external ones (the different
levels of the environment) (Sammut 1998; Marchesnay 2003). These approaches are
more centred on the individual. Our analysis thus links the two approaches, focused on
the entrepreneur and on the environmental factors.

This entrepreneurial success results firstly from the variety and abundance of the re-
source potential which entrepreneurs have built. The composition of this potential de-
pends on external factors and on the entrant him/herself. In particular, public support
(direct or indirect) to the creation of new enterprises usually determines the financial
resources entrepreneurs can have access to in order to set up or develop their business.
The economic organization has several dimensions and different effects. The general
level of development of knowledge influences the knowledge gathered by entrepreneurs

Public Policies Entrepreneur’s resource potential
- Direct support to - knowledge
entrepreneurship - financial resources
- Indirect support to - relations
entrepreneurship
ENTREPRENEURSHIP
Economic organization Market
- regulations - supply
- financial system - demand
- place of large enterprises
- level of technical and
knowledge development
Figure 1 The organic square of entrepreneurship.
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(through their education and that of their staff, through economic intelligence) and the
technological level of their activity. The characteristics of the financial system (possibil-
ity or difficulty in being listed on the stock exchange, more or less ‘conservative’ banks,
and the access to venture capital) have an impact on the capacity of the individual to
become an entrepreneur and on the development of new businesses. Market concentra-
tion and the place of large companies also influence the dynamism of entrepreneurial
activities and the kind of activity they have. Finally, the overall economic situation de-
termines the rhythm of new creations and also the types of activities conducted by such
businesses (Boutillier et al. 2004).

It is in this organic square of entrepreneurship that the entrepreneur's function lies.
This is a temporary function because it stems from the gathering at one moment of
some special conditions. According to the context, it is also possible to examine the dif-
ferent types of entrepreneurs, which have different resource potentials - e.g. innovators
and reproducers. In the second part, we illustrate the current characteristics of the or-
ganic square of entrepreneurship in the French context.

The French organic square of entrepreneurship: characteristics and stakes

Current trends of entrepreneurship in France

From the beginning of 2000 to 2012, the total of enterprise births has boomed, which
is particularly explained by the creation in 2009 of the status of the self-managed
enterprise?, which has made easier the creation of a new business. It is also explained
by the increase in the number of companies (Figure 2). However, during all the period,
while the creation of businesses with one or more employees has remained stable, the
number of new businesses without employees has largely increased, notably since 2009,
thus corresponding to the creation of the self-managed enterprise status. In 2012, 95%
of the new businesses were created without any employee.

But, entrepreneurship in France is not so dynamic in comparison with other industri-
alized countries. The Global Entrepreneurship Monitor (GEM 2012) defines early-stage
entrepreneurial activity (TEA) as the percentage of working age population both
about to start an entrepreneurial activity and that have started one from a maximum of

700000
600000
500000
@ Companies
400000
M |E excluding Self
800000 managed
200000 - O |E Self managed
100000 -
0
O - Al O ¥ W O N ®DO — A
S OO0 O 9090 9O 90 9 O = = —
S & 6 & S O S & & o o o
SR SR VAR < VAR VA VIR SV S VR VAE VA VAR SV oV
Figure 2 Enterprise births from 2000 to 2012 (Courtesy of National Institute of Statistics and
Economic Studies (INSEE), IE: individual enterprise).
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3 1/2 years. In 2012, this indicator only rates 5% in France, compared to 10% in
Netherlands, 13% in the UK and in the USA.

Regarding the sectoral distribution, since the beginning of the 2000s, the weight of
industry, construction and commerce has decreased to the benefit of services to indus-
try and to households. In 2012, the average age of creators was 38, and women repre-
sented 34% of new individual businesses. Women mostly created in the sectors of
education, human health and social work activities (60% of the creations) and other ser-
vices to households (57%), while men created their businesses mostly in construction
(97%) and in information and communication (83%) (Filatriau and Batto 2013).

The perennity of enterprises has decreased in recent years mainly as a consequence
of the economic crisis of 2007-2008 (Barruel 2013). Thus, on the 286,000 enterprises
that were created in 2006, 50% were still in activity 5 years later (compared to 54% of
the enterprises born in 2002) and employment has decreased by 22%. A half of the en-
terprises created in 2006 are in the sectors of trade and construction, but it is also in
these sectors that the perennity is the lowest (45% and 47%, respectively). The third
sector of creation of new business is the support of enterprises and in this sector the
perennity is much higher (58%). It is however in the sector of transportation that the
perennity is the highest (61%) even if this sector only accounts for 3% of the creations.

Apart from the sector, three factors appear to be determining for the perennity of en-
terprises, which are the legal status of the enterprise, the amount of capital and the
level of diploma of the entrepreneur (Barruel 2013). In other words, enterprises are
more successful when they have the status of a company compared to an individual en-
terprise, when the amount of capital invested is higher and when the entrepreneur has
a university diploma.

The French Entrepreneur's resource potential

Each individual has a resource potential which is the result of his socialization. The in-
dividual who valorize his potential through the creation of a new business is named an
entrepreneur. This function is associated with risk taking and justifies the importance
of the resources he holds: financial resources, social relations and knowledge and infor-

mation resources.

What is the average resource potential of the French entrepreneur's of the 2000s?
In 2006, more than the three thirds of the enterprises were created with less than
16,000 euros, into which more than one third with less than 4,000 euros (Barruel
2013). So, on average the French entrepreneur starts his new business with few re-
sources. Moreover, entrepreneurs mainly create their business with their own savings,
combined with a bank loan and sometimes with the support of the family (love money)
(INSEE). A very few benefit from capital venture, which is according to some studies the
main reason of the failure of start ups in high-tech sectors in France (Lasch et al. 2005).
Regarding social capital, family plays a major role, but only gives what it owns. The
entrepreneur from modest backgrounds benefits from a weak social network, mainly
based on family and neighbourhood. The situation is quite the same as in Europe since
more than 40% of young entrepreneurs declared in 2007 that they only benefited from
personal and family resources or resources brought by partners (Eurobarometer 2007).
In France, an individual is three times more likely to be an entrepreneur if his (or her)
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father or his (or her) mother was an entrepreneur, too. But we notice important differ-
ences according to gender: for male entrepreneurs, 50% of them had a father or a
mother who was an entrepreneur, but for female entrepreneur, the percentage falls to
25% (Cornuau 2008).

The average level of education of entrepreneurs is quite low but is however increas-
ing. The larger part of creators in France, as in Europe, have a secondary level of educa-
tion (in 2010, 39% of male creators had a diploma superior to A levels, and 51% of
women entrepreneurs) (INSEE). Most creators also had a professional activity before
starting their new business. A quarter of the entrepreneurs that created their business
in 2006 had already created one or several enterprises in the past (APCE 2010). The en-
trepreneurs with the highest degrees are creating businesses in high-tech sectors but in
France as in Europe, high-tech entrepreneurship remains undeveloped (Bernasconi and
Degroof 2012).

Entrepreneurship culture is considered as not very widespread in France. Histor-
ically, the image of the (small) entrepreneur in France has been negative and am-
biguous (Marchesnay 2008; Zalc 2012). But recent studies show that the situation
on this point is moving (Dhont-Peltrault and Llense 2012a). The authors state that
French people consider entrepreneurship positively, are more and more willing to
be autonomous and are aware of economic opportunities. However, they lack of
confidence, notably regarding their ability to start a business and the fear of failure.
In this study which compares the French situation with the American, the British
and the German ones, the French situation is comparable to the British and the
German ones.

Entrepreneurship is still not widely taught. According to the survey of the European
Commission about entrepreneurship, just under a quarter of respondents in France,
as in the rest of Europe as a whole, have taken an entrepreneurship course
(Eurobarometer 2012). The French education system does not valorize entrepreneur-
ship enough. The system of ‘grandes écoles’ is criticized and considered as a system of
elite reproduction (Bourdieu 1987; Gumbel 2013). The recent example of HEC (Iselin
2012) is very significative. The objective of the school is to push the development of
in vitro start up by students, but the beginnings are very disappointing. The main ob-
jective of the students is to find a job in a big enterprise.

To sum up, the resource potential of the French entrepreneur remains weak. A re-
cent typology of French entrepreneurs proposed by the French Commissariat for Strat-
egy and Prospective (Dhont-Peltrault and Llense 2012b) confirms this. Taking account
of the past situation of entrepreneurs (wage earner, self-employed, unemployed, and no
occupation), their diploma and the reasons why they created an enterprise (to be inde-
pendent, to earn more money, to create their own job, and to exploit a new idea), they
identified four profiles of French entrepreneurs:

— The creators by necessity who are former unemployed people who want to create
their own job.

— The creators by adaptation who, due to their low level of diploma, are seeking job
and revenue opportunities.

— The creators by opportunity were often wage earners and choose to start a new
business to improve their situation.
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— The creators by vocation have a very high level of education and their profession
often requires being self-employed.

According to Table 2, nearly 60% of the total number of creators in 2006 resort to
the creation by necessity and adaptation, which mostly correspond to a low resource
potential (especially regarding the knowledge capital part of this potential). We may
consider that they mostly correspond to the reproducer type of entrepreneur to which
we referred above.

The economic and political context: what are the stakes?

The organic square of entrepreneurship aims to demonstrate the importance of the
context for explaining the easiness of business creation and the potential of success of
young enterprises. These are not only dependent from the entrepreneur's personality.
The resource potential he is able to build largely depends on the economic and social
context, shaped by the state of the market, the characteristics of the economic
organization, and the conduciveness of public policies.

Regarding the state of the market, France, as well as Europe, is facing a difficult eco-
nomic situation and has implemented austerity policies that cause a decrease in con-
sumption and investments. While growth domestic product (GDP) grew at a rate of
3.7% in 2000, it was only 1,7% in 2011, after the major recession of 2009 (-3.1%). In
the first quarter 2013, French GDP in volume decreased: -0.2% after —-0.2% in the
fourth quarter of 2012 (in 2012, no growth of GDP was recorded: 0.0%). It is the third
decrease in the last four quarters (INSEE). Unemployment is rising and could reach
10.9% at the end of 2013 according to Organisation for Economic Co-operation and
Development (OECD). Paradoxically, entrepreneurship benefits from this situation. As
a matter of fact, the number of business creation has increased since the beginning of
the 2000s. But as shown in Table 2, new business starters are mainly created out of ne-
cessity or adaptation. These reproducers temporarily (due to the importance of the fail-
ure rate) reduce the number of unemployed people but cannot be considered as assets
to get out of the crisis.

The success of entrepreneurship is also depending on the economic organization,
which encompasses the incentives given by the legal environmental regulation, the

Table 2 Typical profiles of entrepreneurs in France

Types of creators

Necessity Adaptation Opportunity Vocation
Percentage of total  36.2 222 22.1 194
Reference point
Motivation to Create his/her own job Various The opportunity to create To develop a
start a new business his/her own enterprise, to  new idea, to
increase his/her revenues  practice his/her
profession
Situation just before  Unemployed Various Wage earner Self-employed/
the creation entrepreneur
Level of diploma Second cycle of secondary No diploma Second cycle of Postgraduate
education/technical diploma secondary education/
of the first cycle of higher diploma of the first cycle
education of higher education

Adapted from Dhont-Peltrault and Llense 2012b, with data from INSEE, SINE Enquiry 2006.
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place given to small and big companies and the incentives given to innovation (financial
resources and level of technical and knowledge development). According to Doing
Business 2013°, France is ranked 34 (over 185 countries) in terms of regulatory envir-
onment into which business operate, which is under the regional (OECD high income)
average (rank 29). Among the indicators, France has the best rankings in enforcing
contracts (8), trading across borders (27) and starting a new business (27). France worst
ranks are related to registering property (procedures necessary for a business to pur-
chase property from another business and transfer the property title to the buyer's
name, 146), protecting investors (ability of companies to raise the capital they need to
grow, innovate, diversify and compete, 83) and getting credit (53) (World Bank and
International Finance Corporation 2013). While the start of new businesses has been
made easier notably by the status of the self-managed enterprise®, the development and
the innovative character of small businesses still suffer from some important
limitations.

In France, in the market sector (excluding agriculture and finance) 95% of enterprises
are microenterprises employing 19% of all employees, while only 217 enterprises gather
31% of the employees and achieve a third of the merchant value added (Beguin et al.
2012). In such a concentrated productive organization, the network relationships be-
tween small and big companies are a key to the success and, first of all, to the survival
of small companies. The development of such network relationship depends on the
ability of small businesses to increase their knowledge capital, that is, the scientific and
technical competencies they produce and absorb, in order to become of interest for the
big company and integrate their productive value chain (as a sub or co-contractor for
example). In the matter of building knowledge capital, small businesses usually record
weak results (see Laperche and Liu 2013).

Despite the efforts made by public policies to boost innovation (particularly in small
companies) notably through the increase of relationships between academic research
and business and the clustering policy (Laperche and Uzunidis 2011), these results are
still disappointing. The ratio gross domestic expenditure on research and development
(GERD) on GDP has reached 2.26% in France in 2010 (above the Euro-27 average of
2%) but is much lower than Nordic countries (Iceland, Finland, Sweden and Denmark,
with all more than 3%), Japan (3.45%) and USA (2.79%) (European Commission 2012)%
Enterprises represent 63% of the French GERD but it is mainly the big enterprises who
invest in R&D (they represent 70% of the total of enterprises expenditures) are concen-
trated in a small number of sector: automotive sector, pharmaceutical, aeronautics and
space industry (INSEE). In 2012, France ranks 6 in terms of patents filed in Europe,
after the USA, Japan, Germany, China and Korea and is not a European leader in most
of high-tech sectors.

Innovation in France even appears as a system in a situation of failure (Von Bulow
2012), where notably, at the opposite from the USA, France has not created big innova-
tive companies for the last 40 years. One of the main difficulties is the transfer between
Science and the market, where the entrepreneur has a major role to play (Acs et al.
2005; Laperche et al. 2008). French clusters are considered as being too numerous
(71 clusters - ‘poles de compétitivité’ in French - are labelled in 2013; see www.
competitivite.gouv.fr), based on fragmented topics and thus the financing resources are
sprinkled. The same statement is made for academic research where the too numerous
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universities cannot compete at the international level (only three French universities
are part of the top 100 Academic ranking of world universities - Shangai Ranking).
Finally, one of the most important limit of the French system of innovation is the ineffi-
ciency of the financing system (see notably Doing Business 2013), where venture capital
is still under-developed and does not facilitate the development of new (high-tech)
companies.

French public policies towards entrepreneurship try to improve the context into
which businesses operate and in 2013, 44 proposals have been issued in this aim by the
‘Assises of entrepreneurship’. Three main aims are announced: stimulating entrepre-
neurship and mobilizing the talents, helping enterprises to grow and recognizing risk
taking. The main measures that are considered are presented in Table 3.

These measures are dedicated to all kinds of entrepreneurs whatever their profile and
the innovative level of their sectors. They are also dedicated to investors, giving them
new incentives to invest in start ups. However, according to us, they remain very gen-
eral and do not sufficiently take account of the structural characteristics of the French
productive system, dominated as explained above, by large companies. This productive
system is also characterized by rigid laws, preventing or making difficult the creation
activities. For example for craft entrepreneurs, the law of 1924 (status of the craftsman)
creates barriers to entry in some niche activities in all sectors (low and high value-
added) in which the common point is the specific know-how validated by the law and
which are potentially sources of many jobs. Corporations, even if they have new shapes,
still exist....

Table 3 Main measures considered by the French public policy to boost
entrepreneurship (Assises de I'entrepreneuriat 2013)

Stimulating entrepreneurship
and mobilizing the talents

Helping enterprises to grow Recognizing risk taking

Developing teaching
entrepreneurship at the secondary
level and in universities

Developing on an experimental
basis ‘international houses’ in the
United States and Asia to facilitate
the implementation of small and
medium-sized enterprises (SMEs)
abroad

Reform of the securities gains in
the direction of simplification and
attractiveness

Creation of a fund for the creation
of businesses in neighbourhoods
with fewer opportunities

Creation of a Student Entrepreneur
device, which will allow those who
start a business after their studies
to continue to benefit from
student status

Removal of the ‘040" of the file
FIBEN Bank of France to promote
the recovery of entrepreneurs

Creation of an ‘entrepreneur visa'
or equivalent to attract foreign
talents in France

Incentives for large companies to
invest in young innovative SMEs, by
opening a right to a tax return on
investment

Extension of the scope of eligible
exemptions from social security
status of Young Innovative
Companies (YIC); personnel
expenses allocated to innovation
expenditures

Creation of a fund for social
innovation of BPI (French public
bank for investment) to facilitate the
development of social enterprises in
France

Creation of a ‘pass digital
entrepreneur’, which will improve
the personal support of the
contractor and include a mechanism
for reporting administrative
complexities faced by companies

The will to see boosting of the
stock segment dedicated to SMEs
and intermediate-sized enterprise
(ETN

Reform of the French ‘Plan
Epargne en Actions’ (saving plans
based on shares) with the
revaluation of its ceiling up to €
150 000 and the opportunity to
invest €75,000 more in SMEs and
ETI

Establishment of a legal framework
for the development of
participatory finance
(‘crowdfunding’) in France
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In such a productive system, the entrepreneur is ‘socialized, which means that his ex-
istence, survival and development are embedded and dependent from the actions, strat-
egies and policies of two main agents: the state (its policy, incentives, etc.) and the
large companies which are networked-based and achieve the creation of value through
complex value chains encompassing multiple actors. In the R&D field, firms lead open
innovation strategies (Chesbrough 2003) in order to be integrated in the innovative
ecosystems (made by universities, innovative start ups and small firms, and other in-
novative companies). At the production and commercialization steps, they combine
their own production and commercialisation capacities with subcontractors and co-
contractors.

In such a context, the survival and development of (innovative) entrepreneurship
largely depend on network competencies. To be part of a network necessitates develop-
ment of specific capabilities such as absorbing capacities, new knowledge in specific
niches and relationship capabilities. Helping young companies to employ young re-
searchers (who face difficulty to enter into the job market), supporting their creation
and protection of new knowledge, and creating specific intermediaries between young
start ups and large companies could be some interesting ideas (Geay 2013). These as-
pects are not taken into account in the recent proposals and would however be needed
to facilitate the development of innovative entrepreneurship in France.

Conclusions

To conclude, explaining the conditions of appearance of entrepreneurs is all the more
important as the entrepreneur is in the forefront of the economic scene. The entrepre-
neur is also at the heart of the political debate, his existence and durability being con-
sidered as the reason for economic growth.

In this paper, we have shown that the entrepreneurial function relies on the resources
that the individual gathers to combine productive factors. This resource potential
(knowledge, financing resources and social relations) is the result of the socialization
of the individual and cannot be understood without taking account of the context that
creates a pool of production factors into which the entrepreneur may tap. The original-
ity of our paper is thus to link two dimensions that are usually analyzed separately in
the literature: the individual characteristics of the entrepreneur and the importance of
the social, economic and political environment.

The organic square of entrepreneurship is also an interesting tool to study empiric-
ally entrepreneurship and thus to point out the assets and limits of entrepreneurship
in a country. Our study in the French context has revealed that the French entrepre-
neur is mainly a reproducer entrepreneur, benefiting from a quite weak resource po-
tential. Even if French policies try to improve the conditions into which the
entrepreneur acts (in terms of regulation, level of knowledge and funding), according
to us, they do not sufficiently take into account the specific characteristics of the
French productive system. This system is dominated by large companies (historically
supported by the State), and small ones have a secondary position in terms of
innovation, contribution to the national competiveness, etc. and entrepreneurs still
face important (legal, market and informal) barriers to start a new business. In
addition to the improvement of the innovative context, boosting innovative entrepre-
neurs (the ones who are able to put the economy on the path of motion and
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development) would require to increase and reinforce the networked capabilities of
young entrepreneurs. This idea, which appears as one the results of our analysis of the
organic square of entrepreneurship in France, necessitates to be further developed and
this will be the next step of our research.

Methods

This conceptual paper builds on the analysis of literature (mainly in economics and
sociology) on entrepreneurship. Our formalization is illustrated by the presentation of
the current characteristics of the organic square of entrepreneurship in the French
context.

Endnotes

*According INSEE, the self-managed enterprise status (‘auto-entrepreneur’ status)
applies to natural persons who set up or already possess a sole proprietorship, for the
purpose of exercising a commercial or artisanal activity or one of the professions (with
the exception of certain activities), as a main or complementary activity, and whose sole
proprietorship fulfils the conditions of the micro-enterprise fiscal category and who opt
for VAT exemption.

®Doing Business sheds light on how easy or difficult it is for a local entrepreneur to
open and run a small to medium-size business when complying with relevant regula-
tions. It measures and tracks changes in regulations affecting ten areas in the life cycle
of a business: starting a business, dealing with construction permits, getting electricity,
registering property, getting credit, protecting investors, paying taxes, trading across
borders, enforcing contracts and resolving insolvency.

“This status offers less demanding regulations for starting up the business, as
well as a simplified method for calculating and paying social security contributions
and income tax. Auto-entrepreneurs benefit from a simplified social scheme, ex-
emption from the requirement of registration with the business register for com-
mercial professionals or the trade register for artisans; however, the auto-
entrepreneur who creates an artisan activity with main title has to join the RM,
exemption from VAT, the option of a simplified tax scheme (payment in discharge
of income tax) and exemption from property tax of firms for the first 3 years after
establishment of the business.

9Figures For Japan and the USA are from 2008.
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