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Abstract. The development of new businesses is a hot topic in management research. The
development of numerous theories and models has resulted from the evolution of this field
of study over time by conceptualizing new components that can more effectively explain
the phenomenon of new business creation. Over the past three decades, there have been a
rising amount of studies on this subject, which has largely fueled this evolution process.
To give academics who plan to use these models in their research an overview of this
crucial field, we aim to trace the development of numerous theories and models of new
business creation across time in this study. In light of the swift and fundamental changes
in the business environment, we also examine the necessity to discover new components
in the new business creation model.

Keywords: New business creation; Management; Theory and models; Evolution; Business
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1 Introduction

The creation of new ventures is a hot topic that has attracted the attention of researchers [49].
Researchers believe that the creation of new businesses can improve the living standards of
individuals and customers through value creation by identifying and selling new and more
useful goods and services ([61]). The creation of new businesses is also believed to be able to
encourage business expansion, technological development, and increase wealth as well as an
engine driving the country's economic growth in the long run [38]; [45]; [47]; [52].

The interest of researchers in studying the creation of new ventures has been evident from the
increasing number of studies on this topic over the last two decades ([9]). Bibliometric analysis
performed by ([32]) revealed that research articles on the creation of new businesses in 1978-
1994 averaged less than six articles per year, increased to 15-20 in 1995-2003, and increased
again to approximately 40 articles per year in the period 2004-2007. Nevertheless, the
increasing amount of research on the creation of new ventures has not yielded agreement on
the best perspectives, axioms, presuppositions, and theories to describe and explain the
phenomenon of new business creation ([49]; [56]).

Initially, researchers used a macro-level perspective to study the phenomenon of new business
creation [49]. Researchers have formulated this perspective to understand the causes of the
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emergence of new businesses and the process that continues until the establishment of new
businesses at the regional or industrial level [28] . However, the macro-level perspective is
seen as less functional in explaining the phenomenon of new business creation at the meso-
and micro-levels [49].

Researchers, such as [59],[22], and ([61]) then, in order to compensate for the lack of a global
view, construct meso and micro level perspectives. The meso-level perspective focuses on the
planning and early development of new ventures. The micro-level perspective focuses on
examining founder characteristics and the driving factors for creating new ventures. [28]
found that the theories and models used by researchers from the meso-level perspective are
still the same as those used to understand the creation of new ventures from a macro-level
perspective. Based on these findings, they combined the meso-level perspective and the macro-
level perspective so that there are only two perspectives, namely the macro- and micro-level
perspectives.

The axioms, preconceived notions, and theories used to examine the phenomenon of creating
new ventures have also not been agreed upon by researchers [49]. Regarding the axiom aspect,
[57] state that the creation of new ventures is an integral part of entrepreneurship. However,
a study conducted by [54] reveals that entrepreneurship relates to the idea of creating a new
venture. The relationship between entrepreneurship and the idea of creating new businesses
indicates that they are separate entities.

[28] attempted to compromise the difference in these axioms by understanding
entrepreneurship as a process of evaluation, commitment to, and effort to achieve, under the
constraints of a particular context, the creation of new value from new knowledge to meet
stakeholder expectations. Referring to this view, the creation of new value is not always
through the creation of new businesses; therefore, it can be said that the creation of new
businesses is part of entrepreneurship and is the only way to create new value from new
knowledge.

When it comes to preconceived notions, there are two distinct preconceived notions regarding
the creation of new ventures. [29] , [33] and Starr (1993), and [5] suggest that the creation of
a new business is a process. As a process, business creation consists of stages starting with the
intention to create a new business to become an organization ([29]).

Other researchers, such as [22] and Storey (2016), argue that the creation of a new venture
cannot be understood as a process. The process of creating a new business is very complex,
has a variety of variations (Haugh, 2007), and transitions between stages are not completed
automatically [5]. Storey (2016) it even explicitly states that understanding the factors that
influence the creation of a new business is more important than thinking about the process of
creating a new business. Therefore, it's crucial to comprehend how this field of study has
changed when new businesses are founded and to consider potential directions for future
research. In this study, we examine the current literature on the topic to chart the development
of research in the area of new business creation across time. For researchers who want to use
this model in their research, the goal of this work is to offer an overview of this crucial domain.

2 Literature Review

This study uses the view of creating a new business as a process. This choice refers to the
results of recent studies on the creation of new businesses, namely [39] , [4], and [49], which
provide a process view to understand the phenomenon of new business creation. [39] grouped
new business creation patterns into four, all departing from the process view: static



frameworks, stage models, process dynamic models, and quantification sequence models.

[4] conveyed an integrative view of dynamic multistage new venture emergence. This idea
was developed based on the understanding that the creation of new businesses is a process.
[49] also states that the creation of new businesses as a process can be used to better understand
the phenomenon of new business creation.

Researchers have used diverse perspectives to study the phenomenon of new business creation.
Originally, this was a macro-level perspective [49]. This perspective views the creation of new
businesses as the birth of new businesses in a particular area or type of industry. Two studies
that are widely referenced from this perspective are those conducted by [52] and [25].
Researchers have then developed micro perspectives and mesos to complement existing macro
perspectives [59]; [61]. Research conducted by [59] develops three perspectives in examining
the phenomenon of new business creation: micro (individual), meso (organizational), and
macro (ecology). [61] It also categorizes new venture creation research into three perspectives:
micro perspective (creating entrepreneurs), meso (creating new ventures), and macro (making
new ventures successful).

Recent studies on the creation of new businesses suggest that the presumption of new business
creation as a process can be used to better understand the phenomenon of new business creation
[4]1; [4] ; [49]. Based on this belief, this study adopts the view that creating new businesses is
a process.

3 Research Methods

A literature review was the approach employed in this investigation. The papers that explore
starting new firms make up the majority of the literature for this topic. Research papers with
pertinent keywords were acquired from online databases like EBSCO, Google Scholar,
ProQuest, and INFORMS. These keywords included entrepreneurship, new venture creation,
new business formation, and start-ups. The purpose of the research is to categorize them into
three dimensions—macro, meso, and micro—and to identify them. Extraction information is
tabulated for the methodology, data set, and key findings of the publication.

4 Results And Discussion

The theories and models of the approaches used by researchers to unravel the phenomenon of
new business creation are diverse. At first, macro theory was used by researchers [49]; however,
with the development of research, researchers have also used micro and macro theories taken
from the disciplines of psychology and sociology (Brush, 1992). The evolution of theoretical
studies on business creation is shown in Table 1.

Table 1. The Evolution of Theoretical Studies of New Business Creation

Year Theoretical Studies

1900 - 1970 Macro Level: Theory of economic development ([52]).

1970s Macro Level: Ecological population theory [25].

1980s Meso and Macro Levels: New business creation dimensions [22]; factors of New




Year

Theoretical Studies

Business Creation [29]; levels in the creation of new business [59].

1990s

Macro Level: Ecological perspective on new business creation [2].

Meso and Macro Levels: New business components [60]; network theory on the creation
of new business [33]; new Business Creation Process Model [5]; pre-activity of business
and stages of activity of new business creation [11].

Micro Level: Cognitive factors that influence the success of new business creation [23] ;
growing confidence from experience [3]; the processes underlying the emergence of new
business creation skills and practices ([7], 2001); the role of networks in the creation of
new venture [13]; the influence of norms and relationships between individuals in the
creation of new business [11].

2000s

Meso and Macro Levels: Implementation approach [51]; activity-Based Business
Creation Model [17]; Incubation model on the creation of new business [24] ; dynamics
in the creation of new business ([36]; entrepreneurial model on the creation of new business

([53D).

Micro Level: Social cognitive theory for the development of models of entrepreneurial
behavior [15]).

2010s

Meso and Macro Levels: A conceptual model of the nascent entrepreneur and the
emergence of the business ([18], 2010); panel study on new business creation [14]; aview
of the creation of new businesses that occur dynamically and multi-stage [4], contract-

based theory on media company intermediators [31] .

Source: adapted from [49] .

The theories and models of the approaches used by researchers to unravel the phenomenon of
new busines creation are diverse. Studies conducted by [49] revealed that the theory used by
researchers to analyze the phenomenon of new business creation was from a macro-level
perspective, such as the theory of economic development [52] and population ecology theory
[25] . Economic development theory explains that one factor affecting a country's economic
growth is the creation of new businesses. [49]. This theory explains that the creation of new
business depends on the entrepreneur's ability to use business opportunities and cause
technological changes.

The population ecology theory provides an additional understanding of the external factors
that influence the birth of new businesses in certain industries. Both theories were widely used
by researchers to study the phenomenon of new business creation at the macro level until the
1987s. However, neither theory serves to explain the phenomenon of creating new businesses
at the meso- and micro-levels [49].

Economic development theory and population ecology theory were widely used as references
by researchers to study the phenomenon of new business creation at the macro level until the
1987s. However, neither theory serves to explain the phenomenon of creating new businesses
at the meso- and micro-levels [49]. These shortcomings were addressed in subsequent studies.
[59] and [22] trying to further develop new business creation models at the meso and micro



levels. [59] Finding that previous research on the creation of new business only used one of
the perspectives without considering the other perspectives. Based on these facts, [59]
proposed three perspectives on the creation of new businesses, at the individual,
organizational, and ecological levels.

The individual-level approach focuses on examining the characteristics of founders and the
drivers of new business creation. The approach at the organizational level focuses on the
planning and early development process of a new venture. The ecological approach examines
the growth rate of new businesses by using the population of the organization as a unit of
analysis and examining the conditions of social, political, and economic structures that drive
efforts to create new businesses [59].

One year later, [22] developed a concept called the dimension of the creation of new businesss.
This concept offers a multi-perspective framework that can be used to explain the phenomenon
of new business creation comprehensively. [22] divided the creation of new business into four
dimensions: individual characteristics, the type of organization created, the environment
surrounding it, and the process of its formation. The concept was later followed by other
researchers, such as [29], Veciana (1988), [60], [2], [5] , [11] , [2], Deakins & Whittam (2000),
[51], [17], [24], [36], [53], [37], [14], [8], [18], [14], Brush et al (2014), [4] , and [31] .
Other researchers, such as [15] and [23] , have also attempted to develop studies on the creation
of new businesses at the micro level. They use existing theories in psychological science,
especially trait theory, psychoanalysis, and sociological theory (Brush, 1992). Studies
conducted by [15] use social cognitive theory to develop models of entrepreneurial behavior
that result from interactions between the environment (e.g., social networks) and the cognitive
aspects of entrepreneurs. Social cognitive theory is used to explore the cognitive factors and
social networks that influence entrepreneurs’ persistence in creating new business.

[23] Examining the creation of new businesses using attribution theory to find cognitive factors
that influence the persistence of entrepreneurs in the process of creating new businesses even
though the chances for success are still uncertain. Attribution theory is used to analyze the
interaction between personal forces (capabilities possessed by individuals) and environmental
forces (external dispositional characteristics that surround individuals), which are related to
success in the process of creating new business. The key elements of personal strength are
ability, intention, and effort, whereas external strength is the difficulty of the activity and luck.
In addition, researchers have begun to explore existing theories in sociology, such as the social
learning theory [3], relational theory [7], network theory [13], and social capital theory [11].
[3] Using social learning theory to explain the growth of beliefs to create new business from
one's social experience. [7] used relational theory to explain the development of experiences
underlying the skills and practices of new business creators, particularly women. [13] use
network theory to explain the role of networks owned by entrepreneurs in providing advice
and support in the process of creating new business. [11] Using social capital theory to explain
the influence of norms, networks, and relationships between individuals in a particular social
structure on the creation of new business. The variety of theories used provides opportunities
for future research to empirically explore other factors that influence the creation of new
business using existing theories.

Social cognitive theory was first introduced in 1986 by Bandura and is an evolution of social
learning theory (Bandura, 2005). This theory states that human behavior is the result of triadic
interactions among personal factors, individual behavior, and the environment (Bandura, 1986;
Bandura, 1977). The interaction between personal factors (such as cognitive, affective, and
biological symptoms) and individual behavior involves the influence of a person's thoughts,
beliefs, and actions. The interaction between personal and environmental factors involves an



individual's beliefs and cognitive abilities, which are developed and modified by social
influences and structures within the environment. The interaction between the environment
and personal behavior involves a person's behavior that determines aspects of their
environment and, in turn, their behavior is changed by the environment (Bandura, 1986).

The main idea of social cognitive theory concerns the phenomenon of learning to imitate, or
the process of learning by observing. The purpose of this theory is to identify and predict
cognitive processes in the formation of individuals’ attitudes, motivations, and behaviors.
According to Bandura (1986), human behavior is understood as the result of a learning process,
a mental process that occurs internally and may directly reflect changes in behavior. Social
cognitive theory is built on six assumptions (Bandura, 1986). The first assumption is that
individuals perform learning by observing others and the objects observed are referred to as
models. The second assumption is that learning can affect behavior, but it can not. The third
assumption is the belief that learning is a behavior directed towards achieving goals. The fourth
assumption is a pattern of behavioral reinforcement consisting of three types; first, direct
reinforcement that comes from experience; second, the reinforcement of substitutes derived
from the observation of model behavior; third, self-reinforcement that comes from feelings of
satisfaction or dislike for behavior measured by one's own behavioral standards. The fifth
assumption is the existence of a reciprocal causal mechanism. The sixth assumption is that
there are direct and indirect effects of reinforcement and punishment in learning (Bandura,
1986). Recent studies on the creation of new businesses suggest that the presumption of new
business creation as a process can be used to better understand the phenomenon of new
business creation [4]; [49],. Based on this belief, this study adopts the view that creating new
businesses is a process.

Social capital theory has been widely accepted for use in understanding and predicting social
norms and relations inherent in the social structure of society [41]. However, researchers still
have mixed views on their connotations and uses [1]. One of the proofs is that, until now, the
theory of social capital has not had a clear meaning on the substantive and ideological side
[19]; [21] ; [26].

To date, the theory of social capital does not have a mutually agreed upon definition [26]. The
definition used in this study depends on the discipline and investigation carried out by the
researcher [46]. ([6]) defined social capital as a collection of tangible or virtual resources that
are constantly increasing through the possession of good networks or informal relationships in
the form of friendships or reciprocal relationships. [12] defining social capital as a set of
entities that are distinct but have two characteristics in common, consisting of some aspect of
the social structure and facilitating certain actions of the individuals residing in the structure.

According to the literature, the main elements of the social capital theory are trust [12]; [20];
[30]; [34] ; [35]; [43], rules and norms governing social action [12], types of social interaction
[55], and network resources ([27]). Each dimension contributes to the meaning of social capital
[27].

Social capital is closely related to the value formed in social networks, the bonds of individuals
who have something in common, and the link between different individuals and reciprocally
prevailing norms [16]. [1] stated that what guides research on social capital is the existence of
good faith in what others have. Thus, good faith is a valuable resource. These resources depend
on the structure and content of the actors present in social relations. Therefore, [1] defined
social capital as the availability of goodwill to individuals or groups.

The central proposition of the social capital theory is that the relationships that exist within
networks are valuable resources for carrying out social interactions and are collectively owned
[6]. As a set of resources rooted in relationships, social capital has several attributes. [40]



formulated three dimensions of social capital: structural, cognitive, and relational. Structural

dimensions refer to all patterns of connections between actors in an existing network structure.

The cognitive dimension refers to the representation, interpretation, and system of shared

meanings between actors. The relational dimension refers to personal relationships formed

between certain individuals [40].

Referring to the process approach, the model for understanding the phenomenon of new

business creation also varies. [39] categorized the new business creation model into four

categories:

1. Static model. This model covers all the processes of creating new business and divides
the process of creating new business into several main phases. The main weakness of
this model is that researchers tend to narrow the study space and the main phases often
overlap ([39] & [28], 2012). For example, a model developed by [59] , [22], [60], [37],
and [8].

2. Stage model. This model adds a sequence to the static model and renders the process as
sequential. This model describes all processes of creating new business without
examining a sequence process consisting of a set of interconnected variables based on
speculative causal relationships. This model is process-oriented but cannot capture the
dynamic aspects that exist [39]. For example, a model developed by [29] and [5].

3. Dynamic process model. This model shows the influence of context and process
variations on the outcomes. The model uses qualitative methods to understand how and
why variations within the context and process of creating new business affect outcomes;
it is often interpretative, temporal, and change-oriented ([39] & [28], 2012). Some studies
that use this model are [33], [36] , and [51].

4, Sequence quantification model. This model uses an approach based on historical order
to create new businesses. Researchers using this model are not allowed to understand the
dynamics of the formation of current conditions and future developments in the process
of creating new business [39] . Example [11] develop models that can be used to identify
new business creation activities including; started a business, gave up, and still keeps
trying. Other studies using the same approach include [24] , [53], and [4].

5 Conclusion

For a better understanding of how new businesses are created, this review offers an overview
of the theories and models that have developed over time. It will be extremely helpful to the
current academics who are organizing their next work in adoption because it aims to provide
a bird's eye perspective of many theories and models relevant to this relatively developed
sector of new business creation.
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