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Institutional Th
’ * #
and Entrepreneurshi : Takin
prene P g
Stock and Moving Forward'
Robert J. David, Wesley D. Sine
and Caroline Kaehr Serra
INTRODUCTION entrepreneurs on the one hand, and from the

Entreprencurship, defined here in a general
sense as the process of creating a new organi-
sation, contributes 1o hoth economic and
social renewal. Yet, until recently, institu-
tional theorists have not shown concerted
interest bt this phenomenon, and research on
entreprencurship has largely relied on theo-
ries rooted in psychology (e.g.. cognition,
personality) or cconomics (e.g., theory of the
firm, resource-based view). Even soctologi-
cal approaches to entreprencurship have
generally neglected  institutional  factors,
emphasizing instead the role of social
networks and  population  demographics.
Over the last ten or so vears, however, an

institutional-theory approach 1o entrepre-
neurship has taken shape. This approach
focuses on how institutions shape entrepre-

neurial opportunities and behaviors and on
how actors leverage and build institutions 1o
create new organizations. Attention is shifted
away from the personal traits of “heroie’

tnefficient functioning of markets on the
other, towards how the institutional environ-
ment affects entrepreneurial organizations
and how entrepreneurs act on their instivg-
tional environment. The premise of this
approuch is that institutional theory s empha-
sis on regulatory structures. pormative expec-
tations and cultural-cognitive beliels (Scon,
1995y draws attention to Important factors
that have been neglected in the study of
entreprencurship.

The institutional-theory approach to entre-
preneurship has its roots in Stinchcombe’™s
(1965 discussion of the “lability of new-
nesst and the importance of legiimacy tor
new organizations, and the subsequent calls
by organizational sociologists o comple-
ment the dominant focus on entrepreneurs’
traits  with o the emvironmen
tal context in which entrepreneurs operate
{Aldrich and Wiedenmiayer, 1993, Aldnch
and Frol, 1994 Thornton, 1999), Eurly work
suggested a number of institutional factons

atfention
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that could influence rates of vrgantzational
tounding 4 Tucker et all, 1990; Adnch and
Wicdemmayer, 1993, Thormton, 1999, and
hughtighted the fegitimocy challenges faced
by eatreprencurs (DiMagyio, Ef,, Aldneh
amd Frolo 198 Following these  feads,
sehotars elaboratod the mstiutional theory
approach 1o entreprencurship by deling: E:m
asarwty of imstitgtional influences and fegiti-
mating processes, and suggesting fertle wreas
of mgquiry (e g, Hwang and Powell, 2003,
Brandl and Bullinger, HQ: ; Sine and David,
2010, Tolbert 1 2011 Emprrically, evi-
dence has ;na:::?mg on how :Z:c::sﬁ

create entreprencunal opportunity ey,
Lounsbury et al, 2003, Sine and David,
2003, Hhatt ot al, 288, David, 2012); how
imstitutions influence the kinds of organiza-
tions that are founded (o, Sine et al., 2003,

Margurs amd 1 ::?rc?: UQ x:z\, amd Lee,
2008, Tolbert and Hiau, ,...*,:? Almandos,
20025 and how entreprencurs interact with
thesr astitutional environments (Lawrence
and Phithips, 2004; Naves and Glyan, 200

Jumes etal, 2010, Tracey et al, 2001 David
2013 Khaire, 20140 Axs Figure 251
Hustrates, the aumber of published articles
takang an istitutional-theory perspective on

ol oa

the phenomenon of entrepreneurship shows
an upward trend, with only two articles pub-
Iished ina sample of leading management
journals 1 the decade 1990-1999, : pub-
fished in the decade 2000--2009, and 13 pub-
shied mthe five years from 2010 10 ch»

Despite  the  recent accumulation of
research captured in Figure 2501, this it
crature remwns fragmented and incipient. In
vhit follows, we ke stock of the theoreti-
val and empirical developments to date, and
by doing so vonsolidate our know ledge. We
clarity first that our focus is on crtrepreneur-
ship as the creation of a new organization,
ay opposed 1o other treatments that focus on
opportunity detection and give lide or no
consideration o organizational creation {e.g.,
Kirzner, 1973; Casson, 19823, Rather than
define entrepreneurship as the wdentification,
evaluation and exploitation of future goods
amd services (eg, Venkataraman, 1997:
Shane and Venkataraman, 2000: Eckhardt
and Shane, 2003; Shane, 20123, we follow
Adrich and Ruet (20060 63) in conceptual-
1zang entrepreneurship as ‘uctivities that are
intended o culminate in a viable organi-
sation” {see also Gartner. 1YR8; Thornton,
1999). In other words, we focus less on

Institutional Theory in Studies of Entrepreneurship

2000-2009

2010-2014

——~Cumulative counts

~#- Annual count

Number of Articles

Lot F R S AR € I T

Figure 25.1 Number of articles taking an institutional- -theory approach to entrepreneurship

in four leading management journals

INSTITUTIONAL THEORY AND

how entreprencurs tormulate a “profitable
conjecture about an opportunity” (Fukhardt
and Shane, 2003: 339) and more on where
upportunities for new  organizations come
from, why some opportunities fead 10 new
organizations while others do not, and how
institutions both cnable and constrain the
creation of new organizations. At the wume
time, we distinguish our conceptualization of
entrepreqeurship from that of “institutional
entrepreneurship’, which generally reters 1o
actions undertaken to change existing institu-
tions (Greenwood et al,, 2002 Maguire et al.,
2004). While the two constructs overlap, the
are distinetr some, but not all, institutional
CRUFEPIeneurs create new  organizalions as
part of their change efforts, and some, but
not all, founders of new organizations engage
in institutional change projects 1Duvid ¢t al.,
2013 358y Finallv, we exclude from our
analysis  “corporate  entreprencurship’,  or
innovative activity within existing organi-
sations  (Burgelman,  1983: Sharma  and
Chrisman, 1999), as such activity does not
cutail starting a new organization per se,

After reviewing existing research within
the perspective, we propose {ruitful avenues
for advancing the institutional approach 1o
entreprencurship, and conclude with a dis-
cussion of the promise of institutional theory
as both a fens for studying entrepreneurship
and us a toolkit that entrepreneurs can draw
from.

THE INSTITUTIONAL-THEORY
APPROACH TO ENTREPRENEURSHIP:
ACCUMULATED KNOWLEDGE

Despite the relatively small sive of the litera-
ture taking an institutional-theory approach
to the study of entreprencurship, papers vary
widely in their focus. As explained above,
our search of leading management journals
returped 29 articles published since 1990 (all
hut two published since 20000, In additon,
we searched for relevant aricles in three

ENTREPRENEURSHIP 673

specialized  entreprencurship  journals
Wowrnal — of  Businesy Venturing,
Entrepreneurship Theory wnd Pracrice and
Strategic  Entreprenenrship  Journals,
We searched for the words {institunon™’
OR Cleguimacy’] in the nde, abstract and
keywords using ABVINFORM, and then
cad the abstracts and scanned the reference
Hsts for use of institutional theory® Finally
we adentiffed o small number of papers
tsome unpublished or fortheomingy from
conterence programs or by using the refoer-
ence sty of papers we read. I what tollows,
we distill the major themes that emerged
from our reading of these artivles. Our goal is
not 1o review all Hndings or assess levels of

~upport for the various .ﬁ,,:::?:%f ?}:ng.
and not all articley we read are included in
our discussion below, Rather, vur goal 15 w0
outhine the major lines of imquiry present
the hrerature and highlight key findings
under vach theme.

Logics and Entrepreneurship

Early work on the refationship between mst-
tutions and  entreprencurship focused on
mstitutional fogics, or “the socially con-
structed, historical patterns of materiad prac
tices, assumptions, values, beliefs, and rules
by which individuals produce and reproduce
thetr matenal subsistence, organize time and
space, and provide meani
reality”

w their social

{Thornton and Ocasio, 1999 304
The imstitutional logies perspective 1y well
sutted to the study of entreprencurship, as it
Jdirects attention to the contradictions in the

institutional environment that provide oppor-
tunities for entreprencurship on the one hand,
and to the strategic agency inherent in entre-
prencurship on the other (Thormton o al,
20120 Drawing on the logics perspective, o
number of empincal studies have ~hown that
shutts anor clashes between Jogios are gen-
eritive of entrepreneurship Por example.
Sme and David (2003 found that Togic
change in the clectrie power generation
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tect both entreproncuriad behavior and vut-
vomes. Almandoz (2012) Tound that banks
th teunding eams earhedded in a commus
iy fogic were more Bikely 10 be successfully
ontublished than those {.:: tounding teans
subseribing to a financial logic. Most recenty
Pabnke, Katila and Bisenbardt (2013%) found
that _,w;, mstitwtional logies of - ditferent
tepes of funding partners itluence the type
of mpovations produced by new ventures,
Speathically, venture capital

S8, c:::i:a
venture capitadists and government agencie

take different g::&;ﬁ::? refations ::;
they have with the firms they fund, and these
relutionships atfect the :rr thood of com-
mervial fvso technicaly mnovation produced
by these tunded firms. This suggests that the
chowee among types of funding partners may
have unanticipated effects on entrepreneurial
Hrms beyond the financial resources gained
through the relutionship. In sum therefore,
mstitutional logies affect not only the types
of vrganizations that are founded, but ulso
therr behaviors and outcome

Social Movements and
Entrepreneurship

There s an extensive hierature within sociol-
ogy on social movements, dating from the
foundatonal work of Zald and Ash (1966)
and MoCarthy and Zald {1977), While defi-
nitons vary, central to all perspectives is that
sovial movements are change-oriented
struggles” involving collective action that
alfenges the status quo (McAdam et al.,
1996: 21 King and Pearce, 2010: 251, Farly
;:1,, focused on ’ ::m

generalized heliefs” about the causes and
z:iin means 1o reduce grievances, whereas
later work adopted o resource mobilization”
perspective that focuses on the variety and

shared  grievance

solitces of resources mobilized by social
movements (MeCarthy und Zald, 19775, This
Blerature has faught us much about how
movements mobilize resources, organize and
reerint participants, and maintaim activist

energy (Lounsbury ot all, 2003 740 More
recently, scholars have explored the interee-
ton of social movement theory and vrgamza-
non theory, particularly anstiational theors
(Davis ot al. 20050 Schowbery and
Lounsbury, Chapter T this volume.
Whereas one line of rescarch at iy inter-
section comeeives of social mosements as
threats o existing organizations and exami
how organizations respond 1o these threats
(e.g. 75% and Soule, 2007, King, 2008,
Waldron et al, 20120 Hiaw et al, 20050 2
,E;f&i.ééicgé?fﬁh::;a,

ments as generative ol entrepreneursiup and
new market categories. A core hine of argument
i that social movements provide collecune
action frames and facilitate resource mobihiza
tion by entreprencurs (Swarminuthan and Wi
2001 Lounsbury ot al, 20030 Two relued
mechanisms have emerged as particularly <ali
entinereased  motivation o participate and
persist in entrepreneurship, and a treemy ot
resources for its pursuit. For example, Weber
et al (2008) showed how the social movement
for grass-fed meat and dary products mon
vated entreprencurs to produce these products

and increase their conmitinent 1o the category,
even in the face of obstacles. These entrepre-
neurs “obtained emotional energy from con-
necting their work 1o a sense of selt and moral
ZE?. represented by the movement {Weher

al,, 2008: 543). Hiatt and colleagues 1 2009
* sseribed how the temperance movement 1
the United States at once deinstitutionalized
breweries, created demand for a new category
of “soft” drinks, and increased the avalubality
of resources for entrepreneurs in the nascent
category. Sine and Lee (2009) showed how
the environmentalism  movement mobihzed
members and non-members of the movement
0 support the emerging wind power sector
Emphasizing  the motivational  potential of
social movements, David, Sime and Hovernan
2013y explamed how the Progressne move-
ment's valorization of efficieney and scientific
logic provided a source of insprranon and cul-
tral matenal for entreprencurs i the nascent
management consulting field.
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Revent work has pomied a complex
and  nuanced  refanonship berween wocnal
mevements and entreprencursh
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'
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Recent research has o
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iy audiences’ expectations. Bor o insianee,
Hiate and Carlos 02016 showed how e
L agrarian

US brediesel mdustry deseloped ar

duntity due 1o the actions of farmer adtn
s owho caretully cratied market narratives
of biodiesel made from virgin seed onis
Boghossian and David (20167 deseribed how
market intermediares such as retders and
wies projected a patnioC identity onte arty

san cheese producers 1o Quebed and
<o hpked them o the Quebec nationadist
movement. Lee, Hiatt and Loonsburny 120065
showed how the legitimacy-seckmy behay

wors of the orgame food mevement «
flured the ual collectne wdentity
founding ethos of the onganal category mem

bers by emphasizing the product onver the

producer, Collective wleantios cun also ars
0 response 0 sovial movemenis rather than
How from them. Hiat and Park (20165 Toune

that sogial movements opposing cmerging

markets stgmificantdy atfectod the degree

which wood pellet entreprencurs worked

together to w,i,/;ﬁ:m& doveherent Co

fentity, a key factor i audience reg

and market legiiman

In sum, existing rosesrch suggests that

social movements van promote shared

ons of which bnds ot ,,;,,A,y::u.,E,,»:/ are
dusirable. This can
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who are sympathetic 1o the values of a given
movement, persuade consumers 1o aceept
certain products and services as valuable
ithus creating market opportumities that ev

nop-sympathizing  entreprencurs may  pur-
aue), and affect policies and create infrastruc-
tures that ?Z:Sg certain entreprencurial
activities (Tolbert et al, 2011 Socal move
ments van also E,Q an ymportant role in the
formation {and sometimes erosion) of a col-
lective identity for emerging market catego-
rigs, by supporting (or sometimes opposing)

thse new ﬁwﬁ&%iw.uﬁx,

Regulatory Institutions and
Entrepreneurship

Unul recently, fow studies have explore
how regulatory institutions affect entrepre-
neurship, specifically who becomes an entre-
preneur, the distribution of entreprencurial
opportunities and the legitimating impact of
gavernment polivies and practices on entre-
preneurship (Sine and David, 20103 An im-
tal Ninding 1s that laws directly permitting or
SuUpPORling an activily can spur entrepreneur-
ship. Sine and colleagues (2005) showed that
a law requiring clectic utilities to purchase
and distribute power from independent powe
plants in the heavily regulated US power
industry increased founding of independent
power plants, especially those using novel
technologies. Dowell and David (201D
found that the number of private liquor stores
i Alberta increased dramatically in the wake
of an abrupt regulatory change. Whereas
prior w0 1993 only state-run liquor stores
were permitted, deregulation allowed private
stores 1o open. Interestingl

v, founders of pri-
vate liguor stores followed the location pat-
terns of the government-run stores, suggesting
that entrepreneurs rely on institutionalized
templates 1o deal with the inherent uncer-
tanty of the founding process. Surprisingly
however, fullowing this emplate conferred
no survival advantage 1o private liquor stores
{Dowell and David, 2011,

Regulation can also be generative of entre-
prencurship indirectly. Specifically, legal
mstiunons can promote supportive condi-
tions that foster business ¢reation, Kim, Lee
and Reynolds (2012) showed how policies
that protect individuals against economic
risk can spur entrepreneurtal action in highly
courdinated cconomies by orienting ¢co-
nomic activity toward a system of highly
skilled and productive labor. Kim and Li
(2014 Tound that in emerging economies,
however, individuals may be discouraged
from taking entrepreneurtal action because
of the ditficulties in accessing legal protec-
tions etficiently even when these exist. Kim
and Li (2014) also examined the moderating
role of generalized soctal trust and argued
that generalized  trust between  strangers
exerts positive moderating effects on the
direct relationship between legal protections
and  entrepreneurship. Further explicating
the complex relationship between regulatory
wstitutions and entrepreneurship, Thébaud

(2015 investigated how regulatory policies
fuel gender differences in entreprencurship
by creating gender-differentiated incentive
o start a business. In contexts where insti-
tutional arrangements (e.g., publicly funded
childcare, paid family leave) mitigate work—
family contlict, Thébaud found that women
are less likely than men to opt for business
ownership as a ‘fallback” employment strat-
egy. As a result, women in these contexts are
relatively less well represented among entre-
preneurs as a whole, but comparatively bette
represented among entreprencurs in riskie
high-growth sectors.

Another line of research investigates regu-
latory regimes surrounding financial markets,
Using data from Japan, Eberhart, Eisenhardt
and  Eesley (2013) studied the comple
cffects of PO (initial pubhic offering) reg-
ulatory  reform. Specifically, they found
that lowering the barriers o ‘successful’
entrepreneurial exit by lowering 1PO require-
ments makes POs more likely, attracts more
capital investment in subsequent ventures (in
some ndustries), and improves some venture

INSTITUTIONAL THEORY AND ENTREPRENEURSHIP 637

performance. These reforms may y pull
investiment away from other sectors and help
clite founders 1o launch high-performing
firms: but, they can also Jdamage the per-
formance of tirms founded by ‘average
entrepreneurs. In related work, Eberhart and
collengues (2016) found that relaxing bank-
ruptey taws not only increases the number of
bankrupteies, but also amplifies the entry of
olite individuals into entreprencurship and
the performance of new firms, particularly
by creating a greater proportion of excep
tionally fast-growing firms. In other words,
Jowering failure barriers reduces the risks
of starting firms, risks that would otherwise
push’ away elite individuals who have other
carcer choices, In sum, these authors extend
the institutional perspective on entrepreneur-
ship to the closing of a firm’s “entrepreneurial
life’ and show that institutions that condition
the exit of a firm have material etfects on
who founds new firms, the amount invested
in new firms, the kinds of firms that recerv
investments and their subsequent perfor-
mance {Eberhart et al,, 2013 34).

Recent research  investigates the rela-
tionship between regulatory  context and
entrepreneurship in the informal economy.”
De Castro, Khaval and Bruton (2014) found
that entrepreneurs’ decisions to formally
register their firms depended not only on
cost-benefit considerations but  also on
the normative environment. Entreprencurs
decided to operate informally {i.e., not _dm‘
ter their business) for fear of being percel
as outliers among their communities of 32?
tice. The decision to not register their busi-
ness was further reinforced by the fact that
penalties for failing to do so were remote
and that collaboration with formal organiza-
tions such as banks was still possible. In fact,
it appears that in the absence of a beliel in
the enforcement powers of the central gov-
ernment, the normative institutional context
plays a stronger role in influencing entrepre-
neurial behavior than the regulatory context.
Lee and Hung (2014) examined the recipro-
cal relationship between nascent Chinese

entreprencurs active in the mohile wlephone
sector and the regulatory regime. Given that
the Chinese state had exclusive license control
over mobile telephony until 2007, entrepre-
neurial ,;F):(zz in that sector was considered
informal - that is, dHegal {1
mal :?:E;S? y vet fegitimate (e, accepted
by certain social grou ci Based on three
kinds of strategic actions - framing t appeal
10 the public, aggregating to foster support
based on collective action and brdging o
offer alternative rules and practices - Chinese
entrepreneurs  hrought  about  regulutory
change that not only mere
of their activities but also their legal standing
(Lee and Hung, 20140 Entrepreneurship can
thus bring about changes in the regulatory
environment that represent a first step in the
rransition from informal w formal cconomy.

. outside of for-

sed the legrmacy

Academic Institutions
and Entrepreneurship

For the present purposes, we refer 10 aca-
demic entrepreneurship as the creation of
firm with the objective o commercially
exploit an innovation or body of expertise
developed in university é::& (Shane,
2004; Perkmann et al, 2013
ninet mode of ixxggiﬁ_::m academic
knowledge, for example as compared 10
licensing inventions to existing Hirms. While
a Jarge literature has applied traditional
cconomic  theories  of  entrepreneurship
(i.e., focusing on resources, meentives) o
academic  entreprencurship  (Rothacrmel
et al., 2007), a small number of recent papers
have taken an instutional-theory ﬁ%zxﬁx
w this endeavor. The core nsight of these
papers 18 that norms at different levels of
analysis have a strong effect on academic
entrepreneurship. In her vase study ol
Stanford University, Colyvas (2007 Tound
that norms of the academy shaped the uses of
resources and the conditions of their appro-
priation, while in turn, the currency of indus-
rial science prompied the rethinking ol

This s a dis-
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academic norms. In fact, she found that th
Ie
FAL

e
ms and rewards of saience detine the ve v

meantng and uses of revenues and resource

(Codysas, 20070 47100 Ulnmately, m‘:wvi?
dosenbed an mstitutionalization process of
{the codimeation of
e that retlecied
Be selective retention of <ome features of

tevhnolk transie

tandard, eaforceable polic

carly muodels and the demise of others,
She concluded that Swunford’s celebrated
wadel was neither the result of purposeful

destan, nor drven solely by pecumary goals
on the part of key indivaduals” (Colyvas,
20747

Stuart and Ding (2006 studied the predic-
tors of enireprencurship among academic

atists, nonng that “whereas in the carly
b
pated 1 provate ventures nsked the

wnusts who

Vears wechnology the se

partic

disapproval of their peers, those who do
ably act without concern fTor
adverse professional consequence’ ip. Y8
Adopting a normative approach, they found
that faculty members were more hikely o
hecome entreprencurs — 10 found or jom advi-
sory hoards of for-profit biomedical firms -

w0 today ypw

when they worked in umiversity departments
that employed other scientists who had pre-

viously ventured into the commercial sector
Patterson, Carlos and Sine (2015) found that
unversity spin-out rates, or toundings of new

firms, were tigher among umiversities hav-
ng a techn e (TTO), and
that unpversity norms and ﬁ«?:mn played an
important role i explaining which universi-
tes were more hkely W be carly adopters of
UTOs. AL the field level of analysis, Agung
120145 explores nommatve differenc

pgy transfer off

ACTOSS

avadermic Nelds, and finds that the relation-
Ship between  resewrch  Capphedness’ and
start-up establishment likelihood  changes

across acadennie Helds: some academic fields
exhibit a positive relationship hetween scien-
tsts” research applicdness and start-up for-
mations, whereas others show, surprisingly,
a negatve relationstup. Whale clearly nas-
vent, the hterature on acwdemic entrepreneur-
stup from an mstitutional-theory perspective
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suggests that the number and type of firms
foumded out of a university setting depends
on the normative institutional enyvironment.

Legitimacy Work and
Entrepreneurship

he largest body of research within the
istitutional-theory perspective on entrepre-
neurship deals with the legitimating acuvities
undertaken by entrepreneurs. While institu-
tonal theorists generally reject notons of
charsmatie, hyper-muscular cntrepreneurs,
they do not deny the role of agency in build-
ing legiimacy - including for new ventures
thounsbury  and ﬁE::of 2007, Barley,
2008), H,,.cm:‘::xi. or ‘a generalized percep-
UHn or assumption ::: the actions of an
entity are desirable, proper, or appropriate
vithin some socially constructed system of
norms, behefs, and definitions” (Suchman,
Mcf,.v 5745, 15 essential for new venture via-
bility. Work on new venture legitimation
often takes a discursive approach, and exam-
nes the rhetoric and “stortes” told by entre-
preneurs in their attempts o legitimate their
activities. An early instantiaion of this
approach s Lounsbury and Glyan's (2001
ff claboration of “cultural entreprencur-
shipt as the “process of z::ﬁ&::m that
mediates between extant stocks of entrepre-
nearial resources and subsequent capitad
acquisition and wealth creation”. Building on
the noton of cultural entreprencurship,
Martens, Jennings and Jennings (2007) stud-
red inthal public offering prospectuses in the
high-tech sector and found that entrepre-
neurs” narratives helped build clear identities
for their firms, thereby facilitating resource
acquisition. However, Drori, Honig and
Shaetter (2009) found that the identity cre-
ated through such {early) narratives may also
constrain an organization’s ability to adaptitg
bustness moded in hight of environmental
change. In their study of a multimedia
dotcom start-up, they showed how an initial
sesthetic seript’ became  institutionalized
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and constrained the firm from adupting 1o
new business practices that became reguisite

as the Internet evolved. Bxpressing a similar

cautionary note, Guarud, Schildt and Tant
{2014 found that the very expeciations vre-
ated through “projective stories” to gain ven-
wre legitimacy can also serve as the source
of Tuture disappointments {due, for example,
w environmental jolis), resalting in ower
venture legitinacy.

Subsequent research i this strewn has
focused on the tield level of analysis and has
examined the role of discourse i the legit)
mation of new marker caregories as fortile
areas of entreprencurial activity. A new mar-
Ket category anses when “substantial
tive agreement’ exists about the meaning of

the category 372 among the audiences who
use it (Kennedy etal, 201005 Category lubels
provide a means 3 %%:33% the core fea-
tures or underlying concept of the category,
as well as its “shared idenuty’ (Navis amd
Glynn, 2010: 4413 Organizational theorisis
emphasize that new market categories do not
emerge on their own, but rather require the
mobilization of ecconomic, cultural and socio
political resources (Weber et al., 2008, In
their res
radio as

arch on the emergence of satellie
a new market category, Glynn and
avis (2010; see also Navis and Glynn 201

analyzed the public statements of executives
from start-up firms XM and Sirius, and found
these statements helped construct o disting-
tive identity for new ventures, and, in the
process, lent credibility 1o the nascent mar-
ket category. Importantly, this "institutional
leadership’ activity was more pronounced
in the emergence stage of the category,
whereas statements of o more firm-specific

nature increased as the category moved from
emergence to growth, Further in this wadi-
tion, Wry, Lounsbhury and Glynn (207 1: 4493
argued “that legitimacy s more likely 0 he
achieved when members [of an entreprencur-
tal group} articulate a clear defining collec-
tive identity story that identifies the group’s
orienting purpose and core practices”. This
mvolves telling stories that cmphasize the

stmlarities amony  ontreprencurial aroup
nembers and their core practices, and theo-
sing the value and distinctiveness of the
dentity relative 1o other collective dentitios.
Finadly, in their study of the emergence of the
nanotechnology ficld, Grodal and Granguist
201 Tocused on the alfective content of
entreprencunial discourse, and found  that
mdhe varly stages of the teld's emergence
altective discourses Cinspire and stimulate
purticipation’ in the category: important]y
the vifect of these discourses in stimulating

o emergence “does not only depend on
legitimate claims, but also on emotionally
avtiviting claims’ (p. 1630
Legiamacy work goes bevond discursiy

activity, however, and encompasses o range
ol wi symbolic actions. For example
:15% and Shane (2004 found that two
symbolic actions help new ventures

1t
fegitimacy: the establishment o a tegal entity,

as this constitutes a visible adherence 10 legal
norms and thus underines the founder's
intentions, and the completion of a business
plan, as this signals that the venture has an
envistoned future. Another symboliy action 1s
explatned in Rao’s (2004) work on the emer-
genee of the American automobile industry
Car enthusiasts organized so called “demon
tration events’ (.., reliability contests
a means of demonstrating that the var was a
reliable means of transportation, thus confer-
ring legitimacy 10 entreprencurs’ endeavor
of founding an organization in this emerging
industry. In their study of symbolic manage
ment by entreprencurs in Britain, Zott and
Huy (2007) identified a variety of symbols
that entreprencurs deployed and that facili-
tated their acquisition of resources: business

ds

school degrees, fashionably decorated fromt
offices und impressive buildings, dress codes
and “name dropping’ of prestigious stake-
holders. Sine and colleagues (2007) showed
how entreprenears in the independent electric
power industry worked 1o oreate a certilics
mthat raised the confidence of resouree
wlders o the
mapertanily, the certficaton was entircly

entreprencurs’  aclvities,
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symboe
w stakeholders that was not otherwise avail-
¢ at W::n or no cost

Davad er al 2013 wdentlied & number
of symbohe elements deployed by entrepre-
neurs an the carly management consulting
imdustry, such a8 1es 10 prestgious univer-

;:; provided no new information

sities and sciennific associations. Fioally,
Khare (2014 30 found that entreprencurs
in the emergent high-end Tashion industry
i i

clothing siyles 10 signal that ther activie

corporated traditional textiles and
ties were consistent with Cancient skalls
and tradinons”, thereby nereasing accept-
ance amuong a population skeptical of chinst
fashion

Finally, o s important o note that legiti-
macy work often takes place collecuvely and

mvalves the construction ot formal or infor-
mal associations of entreprencurs, For exam-
ple, Granovetter and MoGuire (1998 154
deseribed how the Natonal Electric Light
Assoctation INELA) and the Association
Edison Mummnating Companies {AEIO)
helped define the boundaries of the emerging
independent electneny industry by denounc-

g city-owned clectne Brms, excluding them
trom thor meehngs, and orgamizing boy-
cotts against this competng form, Similarly,
David et al 12013 explained how early
management  consuling  enlreprencurs
banded together w found the Association of
Consuliing Management Engineers (ACME)
in 1929, and through this association defined
their ‘prof.

essponal” model of consulting i a
way that mimicked established {(1e., legit-
mate) professions and  mounted  scathing

attacks aganst alernative forms of manage-

ment consulting

FUTURE RESEARCH OPPORTUNITIES

As our review above supgests, knowledge
has begun 1o accumulate about the relation.
ship between institunons and entreprencur-
ship, Much remains 1o be learned, however,

and we point here 10 three areas of inquiry
that we behieve to be particularly promising,

First, while we  have guained  insight
mto how regulwtory change can influence
entreprenvurship, there s ample scope for
research on how entreprencurs, particularly
those in new market categories, influence
repulation in ways that further their interests.
Entrepreneurs must often overcome regula-
tory barriers or vtherwise obtain political sup-
?ﬁ for their activities {e.g., Sine and David,
20035 This process is :zvczﬁz because the
wity @ market category is regulated - whether
by a patchwork of local regulations, national
or ternational standards, national legisla-
tien, ete. - can have a E,E.c::m effect on
consumer  confidence, category  meaning,
mnovation and :r:?ﬁﬁw the growth and
survival of the category (Lee, 2009; Gurses
and Orcan, 2015, Lee et al, 2016). Yet, most
rescarch on regulatory capture, or organiza-
nonal activities to influence regulation, has
been conducted in the context of established
firms and industries (e.g., Hillmanetal,, 2004,
Bonardi et al,, 2006; EEE and Yayavaram,
2011 Hiaw and Park, 2013). We know far
less about the attempts of entrepreneurs ~
here, the creators of new organizations — (o
shape the regulatory regimes of new marke
categories. One need fook no further than the
regulatory struggles present in the “sharing
ceonomy’ for rich examples: how these new
markets are regulated will determine ne
venture success and even survival. Anothe
promising line of inquiry would be to explore
how ¢ E:ﬁ?: urs in new market categories
influence the development of standards and
certifications for their products or activitie
This question is comphicated by the fact that
such regulatory regimes would likely advan-
lage some entrepreneurs over others within
the category, making regulatory capture con-
tentious and collective action difficult,

The question of regulatory capture is fur-
ther complicated in nascent markets inspired
by social movements. While the rescarch we
reviewed above suggests that movements
can spawn markets, the goals and values of
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movements are often imperfecty instantiated
i the corresponding markets (Melnerney,
2004, Struggles over regulwtory capture
{e.g., nstituling 2 set of standards) can be
cxpected not only between entreprencurs
m nascent markets, but also between entre-
prencurs and other soctal movement actors
who may object to profiting from the move-
ment. How will such struggles play out, and
what implications do they have for the vat-
cgory? Further, how is the emergent regula-
tory regime of movement-inspired markets
alfected by the “mix’ of entreprencurs in the
:Z;LV As a category grows and ulirac1s
entrepreneurs with fooser connections (o the
social movement, we might expect contlict

over how y:.::mm% ;:w goals and values of

the social movement should be reflected in
market regulation. Such contests are impor
tant to understand, as a dissociation between
a movement’s values and the regulation of
a nascent market can lead to a dec
consumer and producer commitment, migra-
tion from the market, and the rise of
counter-movements  promoting  alternative
market categories,

A second promising area of
on how institutions  affect  entreprencur-
ship lies within the informal economy. The
Organization for Economic Co-operation
and Development (OECD) concluded that in
2009 about half of the world’s workers (1.8
billion people) were working in the informal
economy, and that by 2020, this will rise 1o
two-thirds of the world’s workers (Neuwirth,
2011, Yet, our theories about the formal
economy are often not readily applicable w
the ::.25& economy {Godfrey, 2011 Hian

and Sine, 2014). In particular, we know hutle
about entrepreneurship in the informal econ-
omy (Webb et al,, 2009). How do regulatory,
normative and cultural-cognitive institutions
(and changes in them) affect informal entre-
prencurship? Here again, recent studies such
as the work of Lee and Hung (2014) poimt
to the mmportance of regulatory capture as
part of entrepreneurs’ attempts o enhance
the legiimacy and legal standing of their

ne in

search

activities. Another important question is how
doansgitutions (or fack thereot) shape an
entreprencur’s decision 1o oxploit an oppor-
wnity formally versus mformally? Recemt
findings suggest consudering formg

ity vers
susonformality aleng a0 muludimensional
continuum Z% oo than as o binary svstem
(D Castro et al, 2004y Purther, might there
be vertain :3::;::::? that could only be
exploited by those operatng within the infor-
mal sector? Could cortain contexts be ~een as
arenas for only formal activoty, other contexts
with opportunities that could be oxploued
formally or informally, and yet others where
one could only éri them mtormaliv? in
brief, there are avenues for future research
on both the explanans (X0 and explaned ()
sude of theory, On the explunans (X)) ~ide of
theory, we know hule about how ditferent

regulative, normative and cultural-cognitive
mstitutions shape informal en :,t?:c:?w 1p.
On the explamed (Y) side of theory, we need

o understand both general varation i infor-
mal entreprencurship across contexts, as well
as who ina given context engages in i oand
how.”

Third, we point 10 the promise of study-
g how collective ndentites are formed
new 1 et categories. While a small body
of ﬁéﬁzdr has shed hight on dentity forma-
ton at the organizational level (e, Gioa
et al, 2000; Ashforth ot al, 2011 Glynn
amd Watkiss, 2012, Kroeszen and Heugens,
20020 for a review, see Gioia et al, 2013
we know less about how identity s Tormed
at higher levels of analvsis. Only a handful
of studies have analyzed how a collectve
identity emerges for entreprencunal organi-
sations that form a new market category
{Weber et al., 2008, Khaire and Wadwhani,
2010; Navis and Glvnn, 20000 Wry et g
2011, Boghossian and Dmvid, 2

f5, These
studies have revealed the mmportant role that

discourse plays in forming a collectve wden-
tity, particularly o discourse that establishes
the distinctiveness of the nascent categorny

We suggest two ways i which this stream

of research can be exended. First, research
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on collective wdentity formation should go
beyomd s current focus on discourse. What
other cultural symbols can be deployed in the
construction of a collective identity for a new
narket category”? How do struggles over the
collective identity of a new market category
unfold? And, refated to our suggestion above
about regulatory capture, how might emer-
gent collectve wdentities for nascent market
categories be mstantiated in laws, regalations
and standards?

Pinally, we encourage more attention o

place as a basis for collective identity. The
mportance of place 15 suggested by a num-
ber of orgamzational scholars, Romanelli
and Khessing (2005: 344) argued that regions
may come o have a “regional industrial iden-
ity that “anses from the shared understand-
mngs of residents and external awdiences about
the suntability of a region for particular kinds
of business activity’. Marquis and Battilana
(2009 unpacked the markel, regulative
soctal and cultural mechanisms that result in
the endurimg influence of local communities
on organzations (see also Lounsbury, 2007,
Gregnwood et al, 2010; Howard-Grenville
et al, 2013, Dalpiaz et al, 2015). Yet, we
know hittle about how place provides cultural
material for the collective 1dentity of nascent
market categories (i.c., bevond the effects of
local resource endowments and social net-
works that have dominated considerations of
geography in entreprencurship studies), Place
15 imvested with 188 own meaning and reflects
collective histories, memories and identities
(Cheryn, 2000; Zukin, 2011). The *emotional,
seatimental bonds between people and place”
serve as a “wellspring of wdentity” in the same

way as do race, class and gender (Thomas
and Mever, 1984 Gieryn, 2000: 481). How
then might the shared identity associated
with place - or regional collective identity -
become embedded in the collective dentities
ol new market categories”? Do regional col-
lective identities serve a legitimating function
for new market categories, and if so, for which
constituents and under what conditions? And
Jamzations or market categories

embodying aregional collective identity rein-
force thatidentity ? These are just some of the
questions that await futare research on insti-
tutions and entrepreneurship ®

CONCLUSION: INSTITUTIONAL
THEORY AS A LENS AND A TOOLKIT

The study of entreprencurship is part of insti-
wtonal theory's larger struggle 1o explain
change, and in particular the role of ageney
i change {Dacin et al., 2002; David and
Bitekine, 2009). While our 9?:5:5 above
suggests the fruitfulness of studying entre-
preneurship through an institutional-theory
fens, this approach is not without tension.
Entrepreneurship is fundamentally  about
change - creating a new organization or even
a new kind of c«ngsw:cs - whereas carly
statements of neo-institwtional theory empha-
sized constraint over change {(Meyer and
Rowan, 1977; DiMaggio and Powell, 1983).
Indeed, from the viewpoint of any individual
entrepreneur the  institutional environment
seems immutable. It would seem imprudent,
theretore, for future research to depict insti-
tutions as easily transformed, leveraged, or
circumvented by entrepreneurs in pursuit of
their interests, and doing so would in fact
bestow the ‘hyper-muscularity’ o entrepre-
neurs: that the institutional approach mc:mE
to avoid m the first place (Aldrich, 2011).
Instead, the institutional approach to entre-
prencurship might be most useful in helping
us understand where opportunities come
from {as opposed to how entrepreneurs “dis-
cover’ them), why some contexts produce
more entrepreneurs than others, why certain
types of organizations arise in some place
but not others, and how entrepreneurs can
“huild” institutions into their organizations
(Selzmick, 1957). While the research reviewed
above has made strides in addressing these
guestions, the avenues for future research
that we propose present fruitful opportunities
1o extend our knowledge further.,
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Finally, it is important to consider what
institutional theory might offer 10 entrepre-
neurs and policy-makers. If theories rooted
in cconomics direct entrepreneurs to look for
information asymmetries, clusters of avail
able resources and disruptive technologies,
what more might institutional theory tel]
them? For one, it might help them under-
stand where to look. For instance, rescarch
reviewed above suggests that institutional
change provides a context rich in entre-
prencurial opportunity, and that regulatory
changes are an important instance of insti-
wtional change. But institutional chunge
happens in other ways; for example, ‘insii-
tutional collisions’ (Leatherbee and Besle
2013y i which groups subscribing to differ

ent normative systems meet in time and space
may provide other, perhaps less apparent,
kinds of opportunity for entrepreneurship.
Second, research within the institutional-
theory perspective directs entreprenenrs 1o
pay as much attention to ‘symbolic value' as
they do to traditional notions of “economic
value’. While providing a solid economic

alue proposition” 18 central (o any new
organization, incorporating cultural elements
with little obvious economic value may be
critical to entrepreneurial success or even
U,,:?Zu_. This, moreover, may well be true
at the category level, not only at the organi
E:c:mm evel. And third, institutional theory
might help entrepreneurs to better understand
the nature of the constraints they face. Often
overconfident and focused on “building a bet-
ter mousetrap’, entreprencurs may lose sight
of why doing so might not be enough. With its
deep, multidimensional understanding of the
environment in which entrepreneurs operate,
institutional theory can help entrepreneurs (o
more fully contextualize their activities
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