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1. Introduction

Over the last three decades, new businesses have driven rapid economic
growth (Nica 2020). Additionally, it helps labor markets create opportunities for
employees, which in turn enhances productivity. However, the newly established
firms work efficiently to enhance productivity; consequently, this firm’s strategy
contributes to rapid growth (Edwards 2021). It is a common certainty that entre-
preneurship can better facilitate firms in raising their output level and becoming
dominant in the domestic economy (Egere et al. 2022). Similarly, multinational
companies also bring massive investment across nations, creating a bond between
new firms and entrepreneurial activities. However, this term has been introduced
by an inclusion at domestic level, which brings new business ideas, skills, and tech-
nology via different mechanisms (Lucas Ancillo de, Gavrila Gavrila 2023). Simi-
larly, these mechanisms are known as backward and forward linkage (Mehta 2022).
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The forward links refer to international firms” consumers, who are the competi-
tors of foreign firms. In contrast, the backward links are directly connected with
the ratio of domestic firms as new suppliers. Besides the backward and forward
linkages, the knowledge diffusion mechanism also involves the business sector. It
refers to the entry of new firms at the domestic level under international standards
and promotes the labor training, skills, and experiences. With such improvements,
they can start their businesses when international firms leave the domestic market,
as per the agreement. Thus, some leading mechanisms have been introduced in
the literature focused on various empirical studies.

From a brief overview, it is clear that socio-economic and technical factors
are crucial for new businesses. In the modern era, there has been a significant
advancement in technology that supports the business sector in a green manner
(Ancillai et al. 2023). Numerous technologies exist, but this study focuses spe-
cifically on information technology and its significance in human lives. Before
we discuss the study’s aims and contributions to literature, it is imperative to
consider the evolution of IT over time. Since the start to its current peak, it has
passed through five different stages. In the first stage, it was introduced during
the Second World War via an electromagnetic calculator weighing approximately
5 tons. However, after the Great Depression and baby boom, its new form was
introduced into adaptable (personal) computers. Therefore, in the era of recovery
(from Great Depression), a special attention has been given to addressing human
problems (asymmetric information regarding business activities). In late 1970s,
the second form of IT began with the introduction of computers. Specifically, the
transition has transformed outdated technology into chip and disc technologies
that are more convenient for handling data and basic information. In the third
phase, disc technologies have been transformed into microprocessors, which can
reduce additional processing costs. Finally, this has reached “World in hand in
one click (where populace can access the entire globe and get information as per
need).” From such progress, it would not be an overstatement to say that the globe
has become a village due to the removal of barriers across nations.

Since 1990, the world has undergone a significant transition in digitalization,
and its appropriate use in daily human and economic activities may help solve the
problems of future generations (Calderon-Monge, Ribeiro-Soriano 2024). The com-
munication gap between organizations was significantly reduced due to IT facilities
such as landline telephones, mobile phones, email, and fax (Brockhaus et al. 2022).
The attention that nations and policymakers have offered has not reached its thresh-
old level. More specifically, past studies have overlooked the role of IT in business
activities, particularly in emerging economies. However, earlier studies from around
the globe have differing opinions. For example, most economies have a similar
ratio of IT usage, with 90% dedicated to searching and 10% to email activities. In
contrast, the behavior of firms has also varied by 56%, 38%, and 10%, respectively,
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in advertising, online sales, and purchase. However, its small share (just 10%) has
been utilized by firms in training, downloading software, and skill learning (Leek
et al. 2003). However, there may be a question of why this study focuses on IT
and its spillover effect in the emerging seven economies. Therefore, elaborating on
the significance of the study would be an advantage before moving to the study’s
contribution. In recent years, the selection and evolution of a business have been
directly associated with IT, and a businessperson can alleviate all their concerns by
seeking solutions that support long-term economic growth (Duvivier et al. 2017).

Simply put, a person in business can obtain information with a single click
and may decide to invest in a mature and reliable company (Antonini 2024). In
the emerging seven economies, China is a leading example for investment and
revenue generation. From this country’s example, we can understand the accurate
information regarding business start-ups in other countries that are closer. In 2020,
approximately 140 million small enterprises were noted and they contributed 60%
of GDP, 50% of income tax, 79% of job creation, and 68% of exports. However, ap-
proximately 2.52 million companies registered, representing an immense number
of new businesses, with twenty-two thousand companies being registered daily.
The question of how they manage their production and consumption, both within
and outside borders, can arise from such massive business activities. Thus, infor-
mation technology (IT) has become a last resort for handling such hectic routines;
otherwise, it would be impossible to manage all of it. For instance, to compete with
existing firms, all products should be readily available to consumers, enabling
them to make informed choices and place orders in a matter of seconds. Thus, the
current study is significant for the present and future literature, as it highlights
the importance of IT in the business sector.

Following a brief discussion of IT and its role in various business sectors,
this study aims to highlight its critical contribution to the existing literature.
This study focuses on the seven emerging economies (E7) that have a significant
impact on the world’s globalization activities. This study contributes in the fol-
lowing ways. Firstly, the current research considers income a leading factor in
starting new businesses. In past studies, numerous factors have been identified
as influencing business activities, including a firm’s resources, management and
technical capabilities, the location of business activities, a suitable business envi-
ronment, and government support for new enterprises. However, in the case of
the E7 economies, researchers have not attempted to attribute a leading role to
income in business activities. This study strongly believes that income can be a key
factor in business. Therefore, the present study utilizes income as a core factor in
starting a new business, which would help clarify the association, especially in
the specified economies. Secondly, this factor considers urbanization an essential
element that can significantly impact the business sector. Over time, there has
been a rising trend in population growth; consequently, population density in
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cities has increased, whereas it has decreased in villages. Urbanization has several
impacts, including increased energy use, health issues, educational problems, and
other fundamental needs. There may be an opportunity to influence new business
ratios in the domestic economy and vice versa. Therefore, to investigate its role
in new business, the current study tries to reduce the ambiguity in the existing
literature, especially in emerging economies. Hence, this empirical research aims
to provide a clear and concise portrait to minimize ambiguity.

Thirdly, over time, there has been a significant variation in technology, and
ultimately, the world has reached Industry 4.0, with its essential role in business
activities. However, in the modern era, this is considered the Fourth Industrial
Revolution, and the world is undergoing a revolution through artificial intelligence
(Bailey, De Propris 2019). The intervention of IT in business activities not only
enhances growth levels but also stimulates knowledge and new investment in vari-
ous sectors of the economy. This phenomenon also brings innovation to domestic
economies, helping them compete with other nations as they grow economically.
Therefore, this empirical research focuses on including IT in business models in
selected economies. For the first time, it attempts to provide an accurate picture
and eliminates the ambiguity created by existing literature. Fourth, incorporating
entrepreneurship into the business model may have a more significant impact on
business activities. Generally, the world has considered entrepreneurship a cru-
cial factor in dealing with economic, social, and political disparities. Therefore,
most nations are striving to promote EP activities across various sectors of their
economies to minimize gender disparities and foster new businesses, thereby
creating job opportunities and contributing to poverty reduction. Therefore, the
development of small and large companies absorbs the extra ratio of entrepreneurs,
consequently increasing their production level. However, the question remains:
Does it increase business activities in the specified economies?

Simply put, this study aims to assess the performance of entrepreneurship
in new businesses for the case of seven emerging economies, and in terms of
outcomes, it also guides policymakers in developing sustainable and efficient
policies. Fifthly, the role of foreign direct investment (FDI) in the business sector
has remained a contentious issue in the modern era of globalization. However,
most studies have made significant efforts in the context of rapid growth driven
by FDI. However, this study is of interest to those far from the macro perspective
and aims to present the entire situation of economies, as well as the role of FDI in
business growth. Although this process is complex, it aims to answer a straight-
forward question regarding the role of FDI in the business growth of emerging
economies. However, the financial sector cannot be excluded from the business
debate; thus, the present study also tries to add this factor to demonstrate the
financial sector’s role in business start-ups. Finally, this study uses an advanced
series of estimators to demonstrate the study’s objectives.
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2. Literature review

As this study aims to highlight the true importance of information technol-
ogy in business activities, it is crucial to incorporate the current literature on the
subject. This initiative may support our key theme and help the reader understand
the issues in a better way. It is a common belief that the information revolution
was introduced during the Industrial Revolution era; however, every phenom-
enon does not materialize overnight. However, information is directly connected
with the roots of the Industrial Revolution. The information age emerged during
the Second World War, when the steam engine was the dominant technology.
But later, IT has changed the way of thinking in human and economic activities.
More interestingly, that era is notable because higher authorities have initiated
several initiatives to invest in technological advancements. This sector was con-
sidered crucial by the end of World War II. Over time, this trend encourages
the movement of perfect industrial information and evolves into a knowledge-
based system (Kopf, Homocianu 2016). However, the information revolution
was driven by technical innovations. Similarly, the significant advancements in
electronic devices altered the economic structure. Therefore, due to the massive
cost of information technology, economies have shifted their focus to excellent
and intelligent technology, such as the Microsoft chip. Due to its considerable
advantages, information technology has become a central component of human
activities (Gabrys et al. 2016). Similarly, in the modern era of development, access
to mobile phones and the internet has provided significant information about
each business; this advancement has not been observed in past decades. Global-
ization among countries has become increasingly easy due to advancements in
information technology. Therefore, advancements in IT have been incorporated
as a fundamental factor in development plans across all regions, resulting in
significant contributions to information technology. Besides a brief theoretical
literature review on the evolution of information technology (IT), this study also
aims to examine the empirical literature in depth.

Similarly, past studies have tried to demonstrate the role of IT and growth
level on the performance of firms” output. For instance, Berné et al. (2015) investi-
gated the role of IT in business performance for the Spanish economy. Outcomes
demonstrated the cause-and-effect relationships among selected variables using
structural equation models. Moreover, they concluded that IT is an essential
factor that may spur business performance in the long run because it increases
the binding of the supplier to the wholesaler. Additionally, they noted that the
impact of IT on financial performance is more significant than its effect on mar-
ket performance. Saleem et al. (2020) explained the crucial role of IT in business
value perspectives by utilizing data from Saudi Arabia. The study’s outcomes
suggested that this revolution is not limited to social and economic development
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but is also associated with all other sectors of development, such as infrastructure
development and energy transformation. Lobo et al. (2017) described the long-
term association between information technology and business performance in
Australia. The selected Australian regions are well known for their organized
businesses. Therefore, IT technology also enhances companies’ performance.
Similarly, a case study in Kenya Chege et al. (2019) demonstrated the long-term
association between IT and business activities, considering 240 enterprise datasets.
They employed the structural equation model to investigate the study’s objec-
tives. However, the outcomes showed significant variations in firm output due
to technological advancement. Therefore, they recommended that the penetration
of information technologies in the business activities of small and medium-sized
enterprises is crucial. Brady et al. (2008) summarized the outcomes of IT and market
practices. The study aims to summarize the empirical literature and utilizes the
CMP marketing framework. They concluded that marketing also has its value,
but the involvement of ICT in market practices is crucial for present and future
generations. The study, which involved 257 Spanish small- to medium-sized
enterprises, examined their performance in relation to information technology
(Bayo-Moriones et al. 2013). They employed path and OLS analysis techniques
to demonstrate the positive impact of IT on the enterprise’s performance. Fur-
thermore, a case study in Germany Rasel (2016) investigated the long-term as-
sociation between IT and SME enterprises. However, they classified the firms’
data into the manufacturing and services sectors. The study’s outcomes revealed
the dominant role of IT in the services sector, facilitating employees worldwide.
E-commerce-intensive industries primarily rely on IT in their production and sales
activities; however, a robust influence has been observed in the services sector
compared to manufacturing. Similarly, Gérguri-Rashiti et al. (2017) investigated
the contribution of IT and technical innovation to firms” performance. Outcomes
from dynamic regression analysis showed a significant contribution of both ex-
planatory variables to firms’ performance.

Similarly, there has been another strand that has focused on information
technology (IT) and E-marketing. For instance, El Kadiri et al. (2016) investigated
the long-term association of IT with severe issues, including value chain manage-
ment, product awareness, and human learning. However, the outcomes showed
a significant contribution of IT in resolving such problems. In earlier decades, a case
study examining the adoption of e-commerce and its driving factors was conducted
for 84 firms (Ching and Ellis 2004). The hypothetical views highlighted decision-
makers, innovation, and environmental factors as crucial in e-commerce. Racela
and Thoumrungroje (2020) demonstrate the connection of the export market’s
development with IT, and the leading aim of that study was to examine the ex-
port performance on behalf of information technology. To investigate the primary
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purpose of the study, the researchers employed a structural equation model and
used data from 239 exporters. Outcomes showed a positive association between
selected determinants of the study. Gebauer et al. (2020) focused on IT services
and their long-term impact on business activities. For this contribution, they have
selected 52 companies and summarized their core arguments in the following
ways. For example, they have focused on industrial companies to demonstrate
the role of IT in business-to-business models. Similarly, they pointed out the core
importance of digital transformation in business models and growth activities.
Besides the general arguments, they have not provided any empirical evidence
of the contribution of IT to business models. Ranta et al. (2021) conducted a case
study for Northern Europe and evaluated the core role of IT in business activities.
However, they summarized fascinating outcomes, such as the fact that innovation
in business activities under the circular economy was directly associated with
digital transformation. Therefore, they recommended that managers utilize digital
services to improve their knowledge and skills. Mostaghel et al. (2022) attempted to
provide a comprehensive review of digitalization and innovations within business
models. On behalf of 170 articles, they offered three distinct conclusions.

Firstly, most previous studies attempt to demonstrate the unique characteris-
tics of digitalization that influence retail business innovations. Moreover, another
group of studies has focused on the role of digitalization in business model inno-
vations. Finally, they focused on future research directions related to innovations
in retail business models. Wang et al. (2023) tried to focus on the digitalization
role in business performance under the theme of innovation. They attempted to
collect data for 1,663 A-share listed companies in Shanghai and Shenzhen. Under
this theme, they focused on three perspectives: basic digital capabilities, digital
operation capabilities, and digital integration capabilities. All these perspectives
demonstrated a significant improvement in enterprise performance, as they effec-
tively reduce asymmetric information regarding business activities. Additionally,
innovations resulting from the mentioned capabilities significantly improve the
company’s performance. Kohtamaki et al. (2024) also attempted to summaries 101
studies to evaluate the role of digitalization in business activities. However, they
also tried to summarize three different perspectives. Such as most studies have
focused on digital business model innovations, digital business model innovations,
and digital servitization models. However, they suggested promoting the role of
digitalization in business activities in the long run. Dung (2024) demonstrated
the green role of digital transformation on small and medium size enterprises,
and they collected data from 210 SMEs. To demonstrate the study objectives, the
researchers employed Confirmatory Factor Analysis within the Structural Equation
Modelling (SEM) framework and found an indirect, inverse association between
digitalization and SME businesses.
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2.1. Literature gap

However, the existing literature has numerous drawbacks, and this study
tries to fill such gaps. The current literature does not include the emerging seven
economies in this exciting debate. However, such economies are the leading ex-
ample of significant progress made after the Industrial Revolution. Additionally,
specified economies have emerged as stars in business activities. Nowadays, the
world is striving to adopt sustainable development models as it works to become
more sustainable over time. E7 economies are trying to attain the peak level that no
other economies have achieved in the business sector. In addition to such progress,
the E7 economies are also competing with one another in digitalization. The cur-
rent research tries to fill this gap and demonstrate the critical role of information
technology in new businesses in emerging economies. Moreover, existing studies
have employed internet use as a proxy of IT. Still, this study utilizes advanced-
level proxies to demonstrate the disaggregated situation of selected economies
regarding IT progress and its spillover effect on business sectors. Another key
advantage of this study is the use of advanced estimators to investigate the study
objectives, which can help control panel data problems. Similarly, this study also
considers socio-economic factors to enhance the attractiveness of the results for
the selected economies.

3. Data and methods

This section provides crucial information regarding the variable selection,
data collection, model construction, and the most suitable estimation strategy.
Consequently, this section has been divided into different sub-sections and or-
ganized well.

3.1. Theoretical background and variable discussion

It is a widely held view among researchers those new businesses often
face numerous barriers to success and ultimately fail to thrive in the long run.
However, for the first time, the Organizational Ecology theory was proposed by
Hannan and Freeman (1989), and this well-developed theory refers to features
of organizations and environmental conditions, such as the ratio of employees
to capital. Moreover, this theory highlights the key factors that influence the
establishment of new businesses. More specifically, this theory has focused on
the evolutionary process among several organizations over the long term (Singh,
Lumsden 1990). However, this theme was later observed as a function of large
versus small business activities and their survival ratio in a competitive market
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(Audretsch, Mahmood 1995). Thus, the new businesses have only two options
in the theoretical background. Firstly, new companies with large setups may re-
quire fewer resources and achieve economies of scale at a lower average resource
utilization cost. Secondly, small setup businesses may face numerous issues and
struggle to compete with their larger rivals in the long run. Large companies
work at their optimum point (economies of scale), but small businesses face many
hurdles, such as scale diseconomies that increase production costs.

The rise in income, driven by significant improvements in economic growth
and job opportunities, encourages ordinary people to invest in businesses to
increase their earnings. However, to reflect his theme, for the first time Barro
(1991), he described the connection between companies and income growth and
attempted to elaborate on the actual production situation of goods and services
through business activities. Similarly, numerous growth theories have supported
the two-way association of income with businesses, and both are considered en-
gines of growth (Acs, Szerb 2006; Thurik, Wennekers 2004). However, there may
be differences between job opportunities and knowledge innovations, among
other factors, due to their business structure (Audretsch 2009). Additionally,
a trend in the economy’s growth, characterized by increased income per capita
and competitive business activities, has been emerging.

However, the theoretical link between urbanization and business activities
remains unclear, and ambiguity persists. Limited studies have tried to explain
this association empirically (Korunka et al. 2010; Shu, Simmons 2018). However,
over the last three decades, E7 economies have made rapid progress in developing
their urban areas, as people in these economies demand better facilities for new
business activities, jobs, education, and healthcare. In this regard, the urbanized
population has had better experiences in transitioning from agricultural setups to
businesses and human capital (De La Roca, Puga 2017). However, this may help
new companies survive. Thus, from such interesting comments, it is evident that
entrepreneurship is a significant factor in boosting business and can help tackle
hidden issues through its capabilities. Therefore, this study also considers this
factor a determinant of new companies in the emerging seven economies.

Undoubtedly, foreign direct investment catalyzes economic growth, driving
the overall progress of the economy. However, in the empirical literature, this
has been connected with the Competitive Dynamic theory (Shapiro 1989). This
theory refers to firms lobbying to influence the shape and regulations suggested
by higher authorities (Becker 1983). However, such lobbies may affect the situation
of FDI inflows and vary the profit of the host economy. Therefore, entrepreneur-
ship and information technology are crucial factors to escape this trap. Finally,
financial development is a critical factor that facilitates business activities, saving
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time and reducing transaction costs. However, this study examines the leading
factors of new businesses in emerging seven (E7) economies, including income,
urbanization, information technology, entrepreneurship, foreign direct invest-
ment, and financial inclusion, from 2005 to 2021. However, the data information
concerning unit, symbol, and source is given in Table 1.

Table 1
Description of variables
Variable Unit Source
BS New businesses registered (number) WDI
IN Income per capita (US current $) WDI
UB Urbanization (% of total population) WDI
IT Individuals using the Internet (% of population) WDI
EP Total entrepreneurship activity GEM
FDI Foreign direct investment, net inflows (% of GDP) WDI
FI Automated teller machines (ATMs) (per 100,000 adults) WDI

3.2. Data validity tests

This study conducts two basic tests for the validity of panel data: descriptive
statistics and pairwise correlation analysis. According to outcomes in Table 2,
there is no significant difference between mean and median values. Such robust
findings support the conclusion that there is no chance of an outlier, and the data
are strongly balanced. By having balanced data, this study performs a pairwise
correlation test.

Table 2
Descriptive statistics

InBS InIN InUB InIT InEP InFDI InFI

Mean 49721 3.7559 0.1893 1.4919 1.0702 0.3366 1.6461
Median 4.9199 3.9327 0.3242 1.6177 1.1151 0.3485 1.7313
Maximum 5.6590 42034 0.5891 1.9172 1.4539 0.6584 2.2681
Minimum 3.7465 2.8515 | -1.7641 | 0.3780 0.1789 | -0.3121 | 0.3598
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Similarly, Table 3 shows the significant and reliable outcomes regarding the
pairwise correlation test. The results of all selected determinants of new business
are positively correlated except for urbanization. Thus, it suggests that urbaniza-
tion does not lead to the creation of new companies. Because every country has
its own preferences, urbanization in selected economies may prioritize the educa-
tion and health sectors over business activities. More interestingly, not a single
variable has a correlation value greater than 0.80% with the explained variable,
suggesting no chance of multicollinearity among the selected variables.

Table 3
Pairwise correlation test

Corre- | 4 s | InIN | nUB | InIT | WEP | InEDI | InFI | VIF |1/VIF
lation
InBS 1.000 - - - - - - - -

0.2698 | 1.000 - - - - - 521 [0.1918
InIN

0.003 - - - - - - - -

-0.5256 | —0.4682 | 1.000 - - - - 1.78 |0.5621
InUB

0.000 0.000 - - - - - - -
It 0.4709 | 0.6362 |—0.4267| 1.000 - - - 5.28 10.1895
n

0.000 0.000 0.000 - - - - - -
WEP 0.0983 | 0.2180 | 0.4607 | 0.1701 | 1.000 - - 1.39 |0.7198
n

0.000 0.019 0.000 0.070 - - - - -
\WEDI 0.1043 | 0.1148 |—0.0442| 0.0161 | 0.1796 | 1.000 - 1.17 |0.8549
n

0.002 0.223 0.640 0.864 0.055 - - -
\nET 0.5316 | 0.5803 |-0.5276| 0.5922 |-0.1963 | —-0.0164 | 1.000 | 8.17 |0.1224
n

0.000 0.000 0.000 0.000 0.036 0.862 - - -

Mean VIF 3.83

Additionally, this study presents some interesting figures that attempt to
elaborate on the share of specified economies in new businesses, information
technology, and entrepreneurship activities using 2020 data. Figure 1 describes
the share of specified economies in new business registrations. For example, Fig-
ure 1 describes that Brazil has a major share in newly registered businesses, while
Indonesia and Mexico have a lower share in newly registered business activities.
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Figure 2 illustrates the leading share of E7 economies in information technology
adoption rates. According to the given data, in 2020, Russia was dominant in infor-
mation technology, while a lower adoption rate was observed in the Indian economy.

Figure 3 describes the leading share of E7 economies to entrepreneurship
activity. According to the given data, in 2020, Brazil was dominant in entrepre-
neurship, while a lower adoption rate was observed in the Mexico and Indonesia
economies.

NEW BUSINESSES REGISTERED
W Turkey
8%

M Brazil
33%

M Raussia

17%

m Mexico
6%

M Indonesia
6%

W China
19%

M India
11%

MBrazil ®WChina ®India MIndonesia MMexico HMRussia M Turkey

Figure 1. Share of E7 Economies to New Businesses

INFORMATION TECHNOLOGY

Turkey Brazil
16% 17%

China
14%

Russia
18%

India
99,

Mexico
15% Indonesia

11%

MBrazil ®™China ®India ®Indonesia MMexico MRussia ™ Turkey

Figure 2. Share of E7 Economies to information technology
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TOTAL ENTREPRENEURSHIP ACTIVITY

o Turkey
12%

B Brazil
27%

M Russia
10%

B Mexico
23%

W India
6%

B Indonesia
11%

WBrazil ®MChina #™India MIndonesia MMexico MRussia ™ Turkey

Figure 3. Share of E7 Economies to entrepreneurship activity

3.3. Study significance and selection of economies

It is essential to explain here why this study focuses on E7 economies and
why it is important. Interestingly, this study attempts to address both questions
through two distinct segments. Under the first segment, this study attempts to
elaborate on the selection of economies based on some interesting arguments.
Numerous reasons compel practitioners to conduct thorough examinations and
offer their best insights under various scenarios. Firstly, these nations have made
significant efforts to follow environmental standards suggested by the Sustain-
able Development Goals (SDGs), and the Paris Agreement. From this perspec-
tive, the adoption rate of green technologies by E7 economies is considerable, and
the use of information technology (ICT) in daily human and economic activities
is one of these. Specifically, these nations” focus on green business has become
a leading strategy to boost overall economic growth. However, the adoption of
ICT in entrepreneurship activities not only helps in efficient resource utilization
but also encourages the overall growth level of new businesses (NB). Similarly,
ICT inclusion at the domestic level may improve institutional quality, foreign
investment transparency, and efficient financial resource allocation, which further
helps to encourage business owners’ interest. Additionally, its key role in trade
activities from a business perspective would bring long-term benefits to domestic
investors. Secondly, the specified nations (E7 Economies) have made significant
efforts to promote foreign direct investment flows, aiming to increase the overall
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growth level. For example, the specified nations have worked on various aspects
to encourage foreign investment in support of new business activities. Moreover,
foreign investment may bring several green tools, such as green knowledge, in-
novations, and skills, that can train the domestic labour force to run new business
setups in efficient ways. Finally, under foreign investment, the specified nations
have worked to strengthen international collaboration between foreign investors
and local firms, which not only supports growth activities but also encourages
efficient resource allocation. Thirdly, financial services have become a necessity
of the time, and economies have worked well to encourage their financial sec-
tors in terms of loan creation for business activities. Besides, most firm owners
may face various issues, such as travel, transaction, and time costs, that reduce
their investment interest. In doing so, the specified nations have upgraded their
financial sectors to provide the best facilities for all investors. However, financial
inclusion remains a crucial tool for addressing all business finance obstacles and
facilitating efficient business activities.

Under the second segment, this study presents some key points that may help
in understanding the significance of the study. Particularly, this study focuses
on newly established businesses that gain new insights in front of legislators to
reevaluate their business strategies and grow faster. However, numerous points
may exist due to due to new businesses. Firstly, most nations have a common
problem: there is always a mismatch between the supply and demand for labour.
Such a mismatch may cause a decline in well-being and discourage overall labour
force improvement. Thus, new business activities remain a last resort that not
only promotes growth but also encourages the labour force to participate and
earn a handsome amount. Secondly, new business owners have more capability
to adopt the environmental standards and utilize innovative methods to ensure
sustainable production and consumption. Through this step, new businesses
may promote overall economic activities while also ensuring environmental
sustainability. Therefore, this study not only attempts to highlight the impor-
tance of business in output level but also emphasizes environmental perspec-
tives. Similarly, another important role of business setup is to offer a handsome
amount to skilled labour and facilitate them with social benefits over time. There
may be a chance of market competition, and new businesses may bid off skilled
labour by offering a considerable amount. Such competition may not increase
labour force importance, but it also spurs labour performance at the production
level. Therefore, in-depth research into various socio-economic and technical
factors is crucial. Finally, this study sheds light on instructional strengthening
that may arise when new business owners attempt to follow environmental and
other regulations. Consequently, a new business study would help portray the

140



How can digital transformation and entrepreneurship influence business activities?

overall economic performance of a country and suggest green implications for
the environment.

3.4. Model construction

Similarly, the current study has robust and reliable data for the selected
economies (E7); therefore, this study attempts to use business determinants in
a function:

BS,; = f(oo IN}j UB? IT{? EP FDITY FIT? ) 1)

Equation (1) lists the following terms: BS, IN, UB, IT, EP, FDI, and FI, which
refer to business start-ups, income, urbanization, green technology, entrepreneur-
ship, foreign direct investment, and financial inclusion. However, i refer to the
number of cross-sections and ¢ for time. Besides, ¢, ¢;, ..., ¢, are respectively the
intercept and slopes of the coefficients. Similarly, by taking natural log on both
sides, the transform equation model can be written as:

InBS,, = ¢, + ¢,InIN;, + @,InUB, , + ¢;InIT,, + ¢ InEP,, + ¢;InFDI;, + @InFIL,, + p, (2)

Eq. (2) illustrates the log-log model, assuming all variables are kept constant
(business start-ups, income, urbanization, green technology, entrepreneurship,
foreign direct investment, and financial inclusion). Similarly, the current study has
several primary hypotheses to create attractive views for each variable concerning
business start-ups. The present research suggests that income is the leading factor
influencing business level. It imagines that with a significant rise in income, people
have two choices: consume or invest for future returns (hint: Intertemporal Choice
Theory). Therefore, with an increase in income, people invest in new businesses,
leading to an expansion of the total economy’s business sector. Hence, due to a sig-
nificant rise in income, its slope would be positive in specified countries (¢, > 0).
Similarly, urbanization can be effective in attracting new businesses, but in certain
economies, urbanized individuals have other priorities than investing in business
activities. Due to such human behavior, the urbanization sector in E7 economies
may not prefer to invest in businesses with significant income share, and its coef-
ficient would be less valuable (¢, > 0). Similarly, information technology (IT) is
a crucial factor that can facilitate rational investment decisions by providing accurate
information. Therefore, a rational investor has perfect information to invest in vari-
ous business projects, and its coefficient would be positive (¢, > 0). Furthermore,
entrepreneurship (EP) in the business sector is considered a crucial instrument for
running a start-up business from its initial to peak level. The involvement of EP
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would bring a significant rise in new businesses, and its coefficient would be posi-
tive (9,> 0). Finally, the financial sector is being measured by two different proxies
directly associated with new business, which include foreign direct investment
and financial inclusion. These days, both instruments are surprisingly effective in
facilitating human beings and impacting businesses efficiently. Thus, this study
imagines their coefficient would be positive [(¢5 > 0) and (¢, > 0)].

In addition to its main effect, this study also examines the mediating role
of information technology in influencing income, entrepreneurship, FDI, and
financial inclusion. However, due to the significant contribution of income and
information technology to the business sector, this study believes that the me-
diating role of IT would bring significant improvements in business activities if
countries incorporate IT into rising income levels. Based on this supposition, this
study has strong confidence that it can contribute to BS more robustly. Therefore,
by keeping all things constant, the mediating effect of IT on income can be writ-
ten as (InIT - InIN).

InBS,, = ¢, + ¢,InIN,, + @,InUB,, + @,InIT,, + ¢ InEP,, + ¢ InFDI;,
+ @InFI;, + ¢, InTIN;, + 1, ©)

Similarly, entrepreneurship (EP) also significantly contributes to BS; however,
this study re-calculates the penetration of IT in EP activities, and their role at the
business level would be surprising. Thus, the mediating effect can be expressed
as (InIT - InEP).

InBS,, = ¢y + ¢;InIN;, + @,InUB,, + @,InIT,, + ¢ InEP,, + ¢;InFDI;,
+ @InFI;, + ¢ InTEP;, + 1, @)

Furthermore, this study aims to demonstrate the mediating role of IT in foreign
direct investment, as information technology can provide accurate information
about the conditions of host economies. Therefore, it is a common belief that
due to rationalization, foreign investors can get ideal information and invest in
a suitable sector. Due to this behavior, its slope would be positive, and this term
can be expressed as (InIT - InFDI).

InBS,, = ¢, + ¢,InIN,, + @,InUB, , + @,InIT,, + ¢ InEP,, + ¢;InFDI,,
+ QInFI;, + ¢, INTFDI, + p, ©®)

Finally, this study investigates the mediating role of information technology
(IT) on financial inclusion, finding that its impact would be strong and positive
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in specified economies. However, the general form of this mediating role can be
written as:

InBS,, = ¢y + ¢,InIN,, + @,InUB,, + ¢,InIT,, + ¢ InEP,, + ¢;InFDI,,
+ @QInFI;, + @,InTFI,, + 1, (©)

Systematic model construction

This study has the advantage of building on the existing literature by inves-
tigating different measures of IT and their roles in business activities. All things
remain constant; firstly, this study uses internet users as a measure of IT, and it
may have the dominant support in ease of business activities. However, its coef-
ficient would be positive (¢,, > 0) and it can be written as IT;.

InBS,, = ¢y + ¢,InIN;, + @,InUB,, + @,InIT, ;, + ¢, InEP,, + ¢;InFDI;,

+ QInFI;, + 1, )

Secondly, this study employs mobile cellular subscriptions (MCS) as a mea-
sure of IT, and due to the significant rise in information technology, it may also
enhance business activities. It’s denoted with IT, and model can be expressed as:

InBS,, = ¢y + ¢,InIN;, + @,InUB,, + ¢,InIT, ,, + ¢,InEP,, + ¢;InFDI,,
+ @gInFI;, +p, ®)

Moreover, this empirical research also uses a third measure (fixed broadband
subscription) to demonstrate the IT, role in business promotion and imagines this
form also supports the business activities; thus, its slope would be positive (¢, > 0).

InBS,, = ¢y + ¢,InIN;, + @,InUB,, + ¢,InIT ,, + ¢,InEP,, + ¢;InFDI,,

+ QInFI;, + 1, ©)

Finally, this study employs fixed telephone subscription (FTS) as a fourth
proxy for information technology (IT,) and its coefficient would also be positive

(@3p > 0).

InBS,, = ¢y + ¢,InIN;, + @,InUB,, + ¢,InIT, ;, + ¢,InEP,, + ¢;InFDI;,

+ QInFI;, + 1, (10)

However, the conceptual framework of the study is given in Figure 4.
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Figure 4. Conceptual framework of the study

3.5. Estimation strategy

In the era of information technology, economies worldwide have sought to
achieve globalization and draw closer together. Therefore, there may be cross-
sectional dependence in the panel data. To validate this argument, we employ three
different CSD tests proposed by Frees (1995), Friedman (1937), and Pesaran (2004).
Similarly, this study also employs the homogeneity slope to investigate whether
the selected data support our further analysis (Pesaran, Yamagata 2008). Addi-
tionally, this study employs the data integration tests (CADF and CIPS) proposed
by Pesaran (2007). More interestingly, in the presence of CSDs and the slope of
homogeneity, the first-generation cointegration tests are not applicable; therefore,
this study employs an advanced series of cointegration tests (Westerlund 2007).

Furthermore, this study also employs an innovative series of estimators to
investigate the critical objectives of the study. In the presence of CSDs, traditional
estimators do not address panel data problems; therefore, it would be most suit-
able for this study to employ the Mean Group estimators (Kapetanios et al. 2011).
Thus, the present study employs the Common Correlated Effect Mean Group
(CCE-MQG) approach to address CSDs and heterogeneity issues (Dong et al. 2018).
Similarly, the general form of the CCE-MG estimator can be written as:

Yip =Ty 8, +7if1 +0, 7 +B Xy 85 (11)

ivit

144



How can digital transformation and entrepreneurship influence business activities?

However, Equation (11) illustrates the combination of dependent and in-
dependent variables, in which the explanatory variables have been arranged to
examine their response to new businesses. Moreover, the augmented mean group
(AMG) is also used in this study to validate the outcomes of the CCE-MG estima-
tor. However, the AMG estimator employs a two-step process to investigate the
connection among selected variables. Similarly, the first stage can be expressed as:

T
Y, =0‘i+BiA7it+Yi8t+zniARt+8it (12)
=2

Similarly, in the second step, the general form of AMG estimator can be
written as:

~ N ~
Bamc = N_lzBi (13)
i=1

Finally, we further employ the Dynamic Common Correlated Effect (D-CCE)
to validate the outcomes of CCE-MG and AMG estimators. Figure 5 shows the
graphical presentation of the estimation strategy.

Estimation
Step IIIIIIIIII..-'I"IIIIIIIIIII Step
1 ol 2
O. L “
T e L] - -
1-Descriptive Statistics ORI 1- Frees Test
2- Pairwise Correlation 7 = L 2- Pesaran Test
- *
3- Friedman Test
’o" Step o7
ol 3 *s
L *
.0 .. St »
Step . 1- CADF Test . €p
4 2- CIPS Test 5
Westerhnd Cointegration 1- AMG Test
2- CCE-MG Test
3-D-CCE Test

Figure 5. Estimation strategy
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4. Results and discussion

Similarly, this study investigates some advanced primary tests to demonstrate
data reliability, including CSDs and the slope of homogeneity. Table 4 consists of
lower and upper panels. However, the upper panel described the outcomes of CSD
tests and investigated the results, showing reliable findings for each variable that
met the study’s prior expectations. Moreover, the lower panel of Table 4 presents
the homogeneity slope results, which support the CSD tests.

Table 4
CSDs and slope of homogeneity test

Upper panel
Variable Pesaran Frees Friedman
InBS 3.776* 2.289* 34.409
InIN 12.458* 2.062* 65.120*
InUB 9.982* 2.872% 37.615
InIT 18.179* 6.452* 111.238*
InEP 2.799* 1.782* 13.669**
InFDI 3.115* 2.136* 16.213**
InFI 11.686* 3.814* 70.286*
Lower panel
Delta P-value
Delta 45413 0.000
Delta Adj. 11.919 0.000

Note: * and ** show the significance level at 1% and 5%, respectively

Similarly, Table 5 presents the outcomes of data integration through advanced
tests (CADF and CIPS). According to the results, all variables are integrated at
the first difference, except for foreign direct investment under both specifications.
Similarly, new businesses have different data integration properties, such as under
CADF, which integrates at the first difference, while under CIPS, it integrates at
the level. However, this behavior is attributed to different lags under the CADF
and CIPS tests.
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Table 5
Data integration tests

CADF Unit Root CIPS Unit Root
Variable
Level 1% Difference Level 1 Difference

InBS - -3.821* - -3.821*
InIN - -2.877% - -2.877%
InUB - —3.877*% - -3.877%
InIT - —3.940* - —-3.940%
InEP - -3.818* - -3.818*
InFDI —3.324* - —-3.324* -

InFI - —2.988* - —-2.988*

Note: * and ** show the significance level at 1% and 5%, respectively

Furthermore, the outcomes of long-term cointegration among the selected
variables are investigated using an advanced technique proposed by Wester-
lund (2007). Similarly, the outcomes presented in Table 6 are robust and reliable.

Table 6
Cointegration test
Statistics Value Z-value P-value Robust P-value
G, —-5.862 -7.679 0.000 0.000
G, -0.372 5.697 1.000 0.000
P, —4.048 3.786 1.000 0.000
P, -0.599 4723 1.000 0.000

4.1. Long run outcomes by CCE-MG estimator

This study employs the Common Correlated Effect Mean Group (CCE-MQG)
estimator to investigate the long-run behavior of explanatory variables (see
Table 7). According to the outcomes, the income slope positively correlates with
new businesses (BS) across all selected models. It implies that any significant
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change in income per capita would result in a considerable rise in BS. Similarly,
the urbanization (UB) coefficient value shows a positive but insignificant as-
sociation with new businesses. The leading determinant of BS is information
technology (IT), and its coefficient value indicates a positive impact on new
businesses. Furthermore, the coefficient value of entrepreneurship (EP) presents
a positive association with new businesses (BS). It infers that any significant
change in this factor would increase BS by 0.005%, 0.059%, 0.020%, 0.054 %, and
0.046%, respectively, under the specification of the CCE-MG estimator. More-
over, the given coefficient values for foreign direct investment (FDI) indicate
a positive association with business activities across all models. Finally, the co-
efficient value of financial inclusion (FI) positively contributes to new business
activities, implying that any significant change in this factor would increase the
business size (BS) by 0.208%, 0.941%, 3.587%, 2.065%, and 3.139%, respectively.
Besides its leading role, this study also aims to investigate the mediating role
of information technology (IT) in influencing income, entrepreneurship, foreign
direct investment, and financial inclusion, as well as their impact on business
progress. Firstly, the mediating role of IT on income shows a positive contribu-
tion to business activities. Any significant change in this mediating effect would
increase BS by 7.600% under the CCE-MG estimator. Undoubtedly, a rise in
income level increases business activities, but the intervention of IT in income
level brings a surprising shock and spurs new business activities more than
triple time. Having income in hand is not a pivotal indicator of when to invest
in certain businesses; therefore, information technology guides the right path to
invest in suitable business activities. Furthermore, the second mediating effect
of IT on entrepreneurship (EP) activities also shows a significant improvement
in business activities. However, the primary role of EP shows a considerable
contribution to BS. Still, when it adopts information technology in business ac-
tivities, it spurs the crucial role of EP up to an expected standard. Therefore, the
involvement of IT in EP would be an actual direction to tackle future business
problems. However, its mediating role in foreign direct investment is exciting
because foreign investors can review the business trends, relevant advantages,
and potential losses. Due to reduced asymmetric information regarding busi-
ness activities, IT indirectly urges foreign investors to invest in host economies.
Finally, the indirect effect of information technology on financial inclusion and
its impact on BS also give us a revelation. Due to information technology, the
financial sector can easily facilitate investors in quickly obtaining and investing
in such loans for productive activities. Such activities can never be separated
from information technology; hence, rational consumers get information from
online platforms via IT to start a new business.
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Table 7
Outcomes of CCE-MG estimator

Variable Model 1 Model 2 Model 3 Model 4 Model 5
InIN 0.2901* 1.3762** 2.5562** 1.3517* 0.9787*
InUB 0.9872*** 0.7694*** 3.4974%** 1.2419*** 1.2139%**
InIT 0.7229* 2.6079** 3.8719* 3.6079** 2.3033*
InEP 0.0050** 0.0591** 0.0203** 0.0549* 0.0469**
InFDI 0.1150* 0.5081* 0.0929** 1.8651** 0.2371*
InFI 0.2088** 0.9416** 3.5874* 2.0659** 3.1392**
InTIN - 7.6007* - -
InTEP - - 3.1590* - -
InTFDI - - - 1.2872* -
InTFI - - - - 6.5282*
Cons. 2.0235** 3.5425** 3.8690* 4.2000* 5.2998*

Note: *, **, and ***, show significance level at 1%, 5%, and 10%, respectively

4.2. Heterogeneity robust check

The current study also tries to re-validate the outcomes of CCE-MG using
the Augmented Mean Group (AMG) and Dynamic Common Correlated Effect
(D-CCE) estimators. Table 8 presents the results of the AMG estimator. According
to the given outcomes, income per capita increases the business activities in the
emerging seven economies. Similarly, the role of urbanization remains positive
but insignificant across all models, and the prior investigation obtained by the
CCE-MG estimator is validated. However, the impact of information technology
on the variables explained shows a positive dominant role in the specified econo-
mies. Similarly, entrepreneurship in new business activities is crucial and supports
the expectations of prior studies. Finally, the primary role of the financial sector,
including financial innovation and foreign direct investment, also significantly
contributes to the creation of new businesses. On the other hand, the mediating
role of information technology (IT) on income, EP, FDI, and financial innovation
significantly contributes to business activities, and information technology has
become a proper instrument for resolving business issues.
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Table 8
Outcomes by AMG estimator

Variable Model 1 Model 2 Model 3 Model 4 Model 5
InIN 0.1817** 2.4539** 0.1110* 0.1047* 0.0832**
InUB 0.2760*** 0.3994*** 0.2071*** 1.1181*** 0.5066***
InIT 1.1774* 4.9074* 0.4957* 1.3959* 3.8140*
InEP 0.0716** 0.0230** 0.0710** 0.0456** 0.0396**
InFDI 0.0781** 0.0106* 0.0619** 0.4309* 0.0720*
InFI 0.1797* 0.1896** 0.4515* 0.1160** 1.8457**
InTIN - 1.5012* - - -
InTEP - - 0.5025** - -
InTFDI - - - 1.2787* -
InTFI - - - 7.0154*
Comns. 5.0276* 2.9147* 4.9890** 5.2319** 9.0128*

Note: *, **, and ***, show significance level at 1%, 5%, and 10%, respectively

However, Table 9 presents the outcomes regarding the D-CCE Mean Group
estimators, which are also used to demonstrate their long-term association. Simi-
larly, the investigated results show the contribution of per capita income in new
businesses (BS), while urbanization remains insignificant in the overall models.
Moreover, the EP and information technology are surprisingly connected with
BS in the emerging seven economies. However, the connection between FDI and
new businesses suggests that any significant change in FDI would have a posi-
tive impact, increasing the ratio of new businesses. Similarly, financial inclusion
contributes to the growing ratio of business start-ups in mentioned economies.
Besides, the mediating role does not significantly deviate from the prior estima-
tions by AMG and CCE-MG.

Table 9
Outcomes by D-CCE estimator
Variable Model 1 Model 2 Model 3 Model 4 Model 5
InIN 0.2901* 1.3762** 2.5562%* 1.3517* 0.9787*
InUB 0.9872%** 0.7694*** 3.4974%** 1.2419%* 1.2139%**
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Table 9 cont.
InIT 0.7229* 2.6079** 3.8719* 3.6079** 2.3033*
InEP 0.0050** 0.0591** 0.0203** 0.0549* 0.0469**
InFDI 0.1150* 0.5081* 0.0929** 1.8651** 0.2371*
InFI 0.2088** 0.9416** 3.5874* 2.0659** 3.1392%
InTIN - 7.6007* - - .
InTEP - - 3.1590* - -
InTFDI - - - 1.2872* -
InTFI - - - - 6.5282*
Cons. 2.0235** 3.5425** 3.8690* 4.2000* 5.2998*

Note: *, **, and ***, show significance level at 1%, 5%, and 10%, respectively

4.3. Systematic analysis

This study takes an additional step to describe the systematic analysis by
using four different proxies of information technology, such as internet users
(InIT;), mobile cellular subscription (InIT,), fixed broadband subscription (InITj),
and fixed telephone subscription (InIT,), respectively (see Table 10). According to
the given outcomes, the four proxies of information technology perform well in
organizing new businesses. However, this study also attempts to provide a general
discussion regarding this connection. For instance, information technology in the
business sector is considered a crux in modern development. Thus, the availability
of advanced information technology has transformed the business environment,
particularly in offices, trade, and the selection of goods at both domestic and
international levels. Additionally, following the Industrial Revolution, informa-
tion technology received significant attention from higher authorities to invest
in such technology projects, aiming to reduce transaction, time, and travel costs
across regions. Moreover, in the modern era, the expansion and innovation of
information technology help businesses quickly resolve their hidden problems.
Nowadays, various forms of information technology assist people with business
activities, price determination, financial transactions, and the supply of goods
and services. In a nutshell, information technology has changed human life from
outdated to modern one.
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Table 10
Systematic analysis outcomes

Variable Model 1 Model 2 Model 3 Model 4
InIN 0.1817** 0.2367* 0.2451* 0.1501**
InUB 0.2760*** 0.4417*** 0.9143*** 0.6077***
InEP 0.0716** 0.0354** 0.0373* 0.0892**
InFDI 0.0781* 0.0747* 0.0525** 0.0126*
InFI 0.1797** 0.5379** 0.6267* 0.7865**
InIT, 0.1774* - - -
InIT, - 0.0974* - -
InIT, - - 0.0636** -
InIT, - - - 0.7441*
Cons. 5.0276* 5.0861* 4.8376* 5.5203*

Note: *, **, and ***, show significance level at 1%, 5%, and 10%, respectively

4.4. Discussion of the results

In general, income is like a crux of daily human expenditures. Therefore, with
a significant increase in income level, people have two choices: either they consume
or invest in long-term projects (hint: Intertemporal Choice theory (Rae 1834)). Due
to a significant rise in income, people are trying to invest in business activities
and shift their consumption from the present to the future. Such rational behavior
on the part of ordinary people significantly contributes to the new business ratio.
Furthermore, logic suggests that this behavior may be explained by the fact that
higher authorities have provided human-friendly tools to facilitate the start of
a new business. In such initiatives, policymakers insist that higher authorities
provide a suitable place for businesses to understand the market situation and
product availability. Additionally, a considerable increase in income may lead
to stress on product supply, consequently increasing the risk of shortages and
inflation. Thus, to escape this trap, the governments of emerging economies prefer
to offer some human-friendly tools to capture income from business activities.
Besides the general discussion, a rise in per capita income describes the progress
of economies that is indirectly associated with the performance of all sectors.
However, the business sector has increased in importance in the emerging seven
economies to compete with other nations. In the actual term, with a rise in income
level, cash holders try to invest in earning activities that create job opportunities

152



How can digital transformation and entrepreneurship influence business activities?

and further spur the economy’s wealth. This outcome aligns with the findings of
(Fritsch et al. 2014; Stoica et al. 2020).

Surprisingly, the urbanization sector does not significantly impact business
start-ups; however, this association can be explained in greater depth. Firstly,
the migration from rural to urban areas is driven by three key aspects: health,
education, and employment opportunities. Generally, economies across the globe
have different priority goals, as developed economies have generally achieved
sustainable development well. However, emerging economies have quickly settled
their targets to transition and become part of developed nations. Therefore, such
economies are attempting to transition in every sector of the economy. Secondly,
due to a significant rise in income, people’s living standards also increased, and
they sought to move from rural to urban areas in pursuit of a better life. The
population of the selected countries has not prioritized business activities because
they have other life priorities, such as education, health, and employment. Most
people do not have sufficient income to start a new business; thus, urbanization
has a minimal impact on particular economies due to other life priorities. However,
this outcome aligns with the findings of (Ding, Zhao 2014; Amezcua et al. 2020).

The connection of information technology can be explained with some core
logic behind the scene. It performs well in transforming the organization’s condi-
tion. During such transformation, it can vary and quickly respond to changes in
growth. Moreover, it plays a crucial role in organizing administrative activities and
managing the scope of new business ventures. However, the hidden properties
in processing, analyzing, and understanding have become more accessible due
to the availability of good information via information technology. In the era of
digitalization, information technology serves as a middleman, providing informa-
tion at the lowest possible cost between business setup and perfect information.
Undoubtedly, IT is a powerful agent for social and economic change. Therefore,
IT applications such as databases, networks, and telecommunications have be-
come a need of time to facilitate humankind in the business arena. Nowadays, IT
provides accessible information regarding the business start-up’s chances of profit
and loss in the long run; thus, an ordinary consumer can obtain accurate infor-
mation via IT and make informed decisions about secure business investments.
Due to such a positive response, business activities in emerging economies are
increasing, and economies are very close to take-off. This finding also supports
the views of (Abed 2021; Hensen, Dong 2020).

Surprisingly, entrepreneurship has a positive impact on enhancing business
activities in emerging economies. However, this connection can be explained from
theoretical and logical perspectives. Firstly, to demonstrate the critical role of EP
in new businesses, the economic literature has introduced two different theories,
i.e,, the leadership imperative theory and the collective entrepreneurship theory
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(Miller 1983; Reich 1987). Neither theory properly explains EP’s contribution to
business activities. However, this empirical study describes the core involvement of
EP to enhance business activities in selected regions. However, later on, theoretical
views expressed that in emerging markets, products and technologies were deeply
associated with EP and business innovation (Miller 1983). Similarly, the logical argu-
ments also support our outcomes, such as those of emerging economies, which aim
to enhance their entrepreneurial quality to address issues related to business sectors.
Such intention may be due to the significant behavior of EP towards BS, which
fulfils all needs and successfully meets the person’s expectations in the business’s
perception. Similarly, in specified economies, education plays a significant role in
facilitating the establishment of new businesses. However, EP education excelled
in teaching the young labour force about the challenges and their best solutions
for entering the labour market and addressing business issues. Furthermore, the
transition to a market economy also required a well-trained labour force to ad-
dress the socio-economic challenges that new business owners face. Interestingly,
after the Industrial Revolution, specific economies implemented several reforms
to improve the quality of EP further. Additionally, EP can impact business activi-
ties in emerging economies in three ways. Firstly, the education level promotes
brainpower, and it is a common phenomenon that a well-organized education
system enhances the capabilities of EP to combat business challenges. Therefore,
emerging economies have also proposed several initiatives to protect their popu-
lace from the trap of unemployment. They have trained their citizens through
skillful techniques to earn a living that meets their basic needs; consequently, the
business ratio has increased. Secondly, selected countries have robust business
regulations that facilitate the effective intervention of EP in the business sector,
thereby enhancing its productivity level. Finally, under the theme of the SDGs, the
emerging seven economies have followed the UN’s suggested goals, particularly
in promoting gender equality. Due to the significant decline in gender inequality,
many business sectors are now run by women, and China is a leading example in
this regard. This outcome is in support of (Vodd, Florea 2019).

Any significant change in this factor would significantly increase the busi-
ness sensitivity (BS) for emerging economies. However, in the business area,
this association can be explained on behalf of the Portfolio Allocation Theory, as
suggested by (Fedderke 2002). In the light of this theory, the FDI is a function of
rate of return and risk. Therefore, FDI inflows are directly associated with the rate
of return and vice versa for risk. Consequently, in selected countries, there has
been a secure environment for new businesses, and investors have experienced
minimal losses on their investments. Thus, the dominant behavior of return on risk
encourages investors to invest in emerging economies and maximize profits from
their investments. Similarly, host economies also offered some business-friendly
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initiatives to catch their interest for investment; as a result, the employment level
increased in the domestic market. Besides the theoretical, there may be logic that
foreign investors are only interested in capturing profits from host economies,
and the emerging seven economies are considered a hub for all businesses. For
this hosting, the selected economies have solid contracts and access to trade across
borders. Moreover, the emerging seven economies offer easy entry and exit from
the business market. Such positive responses from host economies attract foreign
investors, resulting in substantial FDI inflows and increased business activity. This
outcome also supports the views of (Contractor et al. 2020; Dimitrova et al. 2022).
Finally, the connection between financial inclusion and the specified economies
is that they are more sensitive to providing financial services to new businesses
at a minimum cost. However, financial penetration in business activities is as-
tounding; it helps establish new companies and facilitates human and economic
activities within the domestic economy. Therefore, specified economies must
focus increasingly on financial facilities to secure the business sector at all levels,
and this initiative may further bring business projects that will spur growth and
create job opportunities. Undoubtedly, the specified economies have already
made their best efforts to secure the business sector, and this study’s outcome is
leading evidence supporting government initiatives. This study’s outcome aligns
with the findings of (Tang et al. 2022).

5. Conclusion and policy recommendations

For the first time, this study introduces a new research theme in emerging econ-
omies, focusing on new business start-ups and socio-economic influential factors
from 2005 to 2021. However, different estimators have been applied to investigate
the study’s objectives. Similarly, the basic model indicates that income, information
technology, and entrepreneurship have a significant impact on business activities.
However, urbanization has a positive but insignificant role in the business sector.
Furthermore, the financial industry demonstrates the positive impact of FDI and
financial inclusion on business start-ups. Similarly, the current empirical study
employs the heterogeneity roust analysis to re-validate the estimated outcomes
using the basic regression model. Similarly, to nominate the importance of infor-
mation technology in daily life, this study also performs a systematic analysis.
It supports the significant response of each IT proxy towards the new business.

5.1. Policy recommendations

Based on the investigated outcomes, this study also proposes some key
policy implications to attract investors to new businesses. Firstly, an increase
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in income raises the businesses’ activities, which shows the rational behavior of
domestic income holders. Under the Intertemporal choice theory, when a cash
holder has money in liquid form, he has two choices: to invest in a decent busi-
ness and decline today’s consumption to a future one. When consumers exhibit
such rational behavior, higher authorities must focus on these comments to fur-
ther influence the rational consumer’s mindset. Thus, the government should
introduce measures to facilitate loan creation and further advance the business
sector’s progress. Moreover, the government should offer some green initiatives
to attract domestic income holders and divert their attention away from the over-
exploitation of natural resources. They must try to invest in business activities.
Additionally, unnecessary barriers in the business sector should be removed to
increase investor interest in business activities.

Secondly, urbanization attempts to promote new businesses, but its impact
remains insignificant across all models and estimators. This condition for emerg-
ing economies is shocking because the urbanized sector has not paid consider-
able attention to new business. In the real world, the populations of specified
countries have different priorities rather than trying to invest their significant
income share in the business sector. In reality, the identified urbanized population
has problems related to education, health, and other basic needs. Consequently,
higher authorities must focus on providing social welfare initiatives to offset
additional expenditures, such as health, education, and housing. With such ini-
tiatives, the government of specified countries can divert their attention to new
business, which may significantly impact the long run. Overall, the primary and
mediating role of information technology (IT) was found to be surprising in the
selected economies. However, there is a further need to expand the reach of in-
formation technology across all sectors of the economy to become more dominant
globally. Furthermore, the overall progress of entrepreneurship remains good,
but its coefficient values have been minor; thus, entrepreneurship activities can
perform well via the intervention of IT. Therefore, it is necessary to involve IT in
significant business activities that enable entrepreneurs to understand business-
related issues efficiently. Furthermore, foreign direct investment also promotes
the level of business activities, and it is a green single for host economies to at-
tract foreign investors to invest in their homeland. However, this attraction can
be introduced via the ease of financial services and their accessibility to business
zones. Similarly, host economies should relax their strict regulations to promote
business and cooperate with foreign investors to ensure better access to essential
goods, such as health, food, and other necessities. Additionally, if proper business
information is transferred via information technology, it could help attract more
investors due to perfect knowledge.
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5.2. Study limitations

Finally, the current study has some limitations that should be addressed in
forthcoming studies. The present study focuses on the seven emerging econo-
mies with the most favorable business environments. Therefore, future studies
must consider other groups to compare their outcome with the current analysis.
Secondly, due to the regression constraint, this study does not consider core fac-
tors such as political factors, including corruption, government stability, and the
rule of law. Therefore, future studies should consider these factors to examine
responses to the business environment. Thirdly, the current empirical analysis
employs a limited number of estimators to demonstrate the study’s objectives;
it would be interesting if future studies considered other estimators to validate
our outcomes. Fourthly, due to data constraints, this study was compelled to use
financial inclusion; however, if possible, future studies should consider green
finance for the business environment. Lastly, this theme should also be examined
in other regions, such as the Middle East and North Africa (MENA) economies.
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Summary

Over the last few decades, the business landscape has undergone significant changes, and new
investors have faced severe challenges in achieving their desired goals. The business sector
has compelled practitioners to introduce some innovative methods that promote the business’s
activities at lower intrinsic costs. Thus, the inclusion of digital transformation in business ac-
tivities has been proposed as the best solution to avoid the business loss trap. In the era of
development, digital transformation has received immense attention from higher authorities
to spur information technology in business activities. It behaves in a friendly manner across
different regions of the globe in problematic situations such as pandemics, financial crises, and
energy shocks. Therefore, for the first time, this study tries to demonstrate the critical role of
information technology in new business activities for seven emerging economies from 2005 to
2021. However, this study employs different estimators to evaluate its objectives. The results
of the basic model indicate that income, information technology, foreign direct investment, and
financial inclusion make significant contributions to business start-ups. The entrepreneurial
role remains positive and significantly contributes to new businesses by 0.005%. However,
urbanization shows a positive but insignificant role in business activities. Additionally, this
study examines the mediating role of information technology on income, entrepreneurship,
foreign direct investment, and financial inclusion, revealing a significant impact on business
start-ups. Finally, the systematic information technology analysis supports business activities
in specified countries. Based on the findings, this study proposes some imperative implications
for attracting investors to invest in new business projects.
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