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Abstract. Some novice business owners enter directly to self-employment from paid employment.
Others start as hybrid entrepreneurs by combining business ownership with salaried employment
and become self-employed later, using a staged entry mode to self-employment. The purpose of this
study is to investigate the relationship between the direct versus staged entry mode to self-
employment and the duration of self-employment as well as the duration as hybrid entrepreneurs
after the exit from self-employment. Using commitment theory, we derive hypotheses stating that
staged entry to self-employment is associated with (1) shorter duration as self-employed, and (2)
longer duration as hybrid entreprencurs after the exit from self-employment. The hypotheses are
tested using Propensity Score Matching. In particular, we create matched samples of self-employed
incorporated entrepreneurs who used staged and direct entry to self-employment in Norway. The
findings support the hypotheses. Implications for practice and research are spelled out.

Keywords: novice business owners, hybrid entrepreneurship, self-employment, commitment,
duration.

Acknowledgement:

We are profoundly grateful to the Norwegian Tax Authority (“Skatteetaten’) for providing the data
that made this research possible. We would also like to thank Candida Brush, Paul Westhead, and
anonymous reviewers for insightful comments on earlier drafts of this article.

1. Introduction

This study concerns workers who become novice majority owners of incorporated
firms in Norway. Some novice business owners are workers who are part-time
engaged in their firms, so-called hybrid entrepreneurs (Folta et al., 2010; Raffiee
and Feng, 2014). Folta et al. (2010) define hybrid entrepreneurs as individuals
who “initiate their ventures while simultaneously working for wages” (p. 253). To
“initiate their ventures”, we require individuals to become majority owners of
incorporated firms. To be “working for wages”, we require hybrid entrepreneurs
to be wage employed and not majority owners of their main employer. Business
owners can be hybrid entrepreneurs both before and after time spent as self-
employed (Ucbasaran et al., 2010).
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We define the self-employed as majority owners of an incorporated firm
which is their main employer. The main employer of all taxpayers in the country
is registered by the tax authorities and is usually the most important source of
income in a particular year. There are two different entry modes to self-
employment. Direct entry to self-employment occurs when workers become
business owners and quit their wage work in the same year. Staged entry to self-
employment takes place when individuals start as hybrid entrepreneurs and quit
their jobs and become self-employed in later years.

When people become self-employed, they form a bond to their self-
employment careers. We use commitment theory (Klein et al., 2012) to derive
hypotheses concerning the association between entry mode to self-employment
and the subsequent duration as self-employed and as hybrid entrepreneurs after
the exit from self-employment. Klein et al. (2012) define commitment as “a
volitional psychological bond reflecting dedication and responsibility for a
particular target” (p. 137). Targets refer to the specific foci to which an individual
develops the bonds. In this study, the relevant target is the career as self-
employed. Individuals can have multiple targets. Due to resource constraints,
bonds to competitive targets often create conflicts and lead to preclusion of
formation of commitment and interfere with the expected consequences of the
commitment (Campion et al., 2020).

The entry mode to self-employment is associated with different bonds to the
target of being self-employed, commitment bonds and instrumental bonds.
Individuals who use direct entry to self-employment take responsibility and
dedicate themselves to the target of being self-employed (Jenkins et al., 2014;
Ucbasaran et al., 2010). Entry to self-employment directly from self-employment
is therefore primarily associated with the formation of commitment bonds to self-
employment. Commitment is positively associated with motivations, willingness,
intentions and persistence to continue with the target and leads to increased
duration of the behavior related to the target (Klein et al., 2012).

Instrumental bonds are formed based on weighing the costs and benefits
associated with the target. Hybrid entrepreneurs rely on positive signals from their
businesses and markets before they transfer to self-employment (Raffiee and
Feng, 2014; Schulz et al., 2016). Staged entry to self-employment is therefore
primarily associated with instrumental bonds to self-employment. Instrumental
bonds stimulate further search for opportunities that maximize the present value
of benefits (Amit et al., 1995; Gimeno et al., 1997; Viljamaa and Varamaki,
2015). Since instrumental bonds are associated with search for better
opportunities, such bonds are negatively related to the duration of the behavior
related to the target.

Bonds change over time. External factors and evaluation of the target affect
the strength and type of bond to the target. We do not claim that hybrid
entrepreneurs cannot become committed to a career as self-employed. We focus
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on bonds that are formed at the time of entry to self-employment. Our study does
not concern changes with regard to commitment or instrumental bonds over time.

Only two previous studies have investigated the relationship between the two
entry modes to self-employment and subsequent outcomes. Wennberg et al.
(2006) found that former part-time entrepreneurs were 1.54 times more likely to
drop out of full-time entrepreneurship than individuals who entered directly as
full-timers. In contrast, Raffiee and Feng (2014) found that entrepreneurs who
started as hybrids survived longer as self-employed than entrepreneurs who
entered into self-employment directly. Differences in research design, sample
structures and definitions might explain the contradictory findings reported in
these studies. We are not aware of any previous research that has investigated
duration as hybrid entrepreneurs after the exit from self-employment.

The majority of novice business owners are hybrid entrepreneurs, and staged
entry to self-employment is more common than direct entry (Burke et al., 2008;
Folta et al, 2010). Therefore, there is clearly a need for studies that compare the
outcomes of entrepreneurs who use staged and direct approach to self-
employment (Demir et al., 2020; Folta et al., 2010; Raffiee and Feng, 2014;
Rouchy et al., 2021; Schulz et al., 2016; Schulz et al., 2017; Xi et al., 2018).
Increased knowledge about the outcomes associated with entry mode to self-
employment can provide a better understanding of entrepreneurial activities,
reveal the advantages and disadvantages of staged and direct entry to self-
employment, stimulate entrepreneurial learning, and help us in the development
of more relevant support policies.

The Norwegian Tax Authority provided the data used in this study. The data
identify employees who become majority owners of incorporated firms between
2005 and 2015 and enable us to identify years of entry to and exit from business
ownership as well as years of entry and exit from self-employment. The choice
between direct and staged entry to self-employment is likely to be influenced by
characteristics of the entrepreneurs and their businesses. We therefore start the
data analysis by using Propensity Score Matching to create matched samples of
entrepreneurs who use a direct and a staged approach to self-employment. By
matching the two groups of entrepreneurs we isolate the effect of staged/direct
entry and can investigate how entry mode, and not characteristics of the
entrepreneurs and their businesses, influences the dependent variables. Ferreira
(2020) and Bogenhold (2019) note that databases containing matched sample of
hybrids and self-employed entrepreneurs are extremely rare and that such
databases would greatly assist progress in an emerging field of research.

The article is organized as follows: we begin with a literature review on the
topic of hybrid entrepreneurship before we focus on theory and derive
hypotheses. The methodology section describes the research design, the data and
our methodological approach. We proceed with presenting the results, followed
by discussion and conclusions.



414 Staged Entry to Self-Employment — And After?

2. Literature Review

2.1. Hybrid Entrepreneurship

A decade has passed since Folta et al. (2010) defined hybrid entrepreneurs as
individuals who are primary occupied in wage employment while simultaneously
starting and holding a business. Earlier the phenomenon was most commonly
referred to as “part-time entrepreneurship” (Petrova 2010) or “second-job
entrepreneurship” (Gruenert, 1999).

Researchers have applied various definitions of hybrid entrepreneurs. Some
authors include part-timers, unemployed, students, moonlighters, freelancers and/
or retired individuals in their samples of hybrid entrepreneurs (Paunescu and
Rosu, 2017; Petrova, 2010; Viljamaa and Varamaki, 2015; Xi et al., 2018). Other
researchers focus on the blurred boundaries between self-employment and
organizational employment and disregard the requirement of primary paid
occupation in wage employment (Block and Landgraf, 2016; Bogenhold, 2019;
Bogenhold and Klinglmair, 2016; Chirita, 2017; Demir et al., 2020). The most
common way to identify hybrid entrepreneurs is to require individuals to have a
dual occupational career where they combine a salaried job with business
ownership. Part-time workers, students, and individuals who are retired and
unable to work due to physical or mental disabilities should not be regarded as
hybrid entrepreneurs (Folta et al., 2010; Schulz et al., 2016). Most researchers do
not consider self-employed entrepreneurs with additional income from salaried
work as hybrids, but define hybrid entrepreneurs as individuals who primary
support themselves by wage employment while simultaneously owing a business.

Researchers have separated hybrids from self-employed based on the hours
spent in the business (Raffiee and Feng, 2014; Schulz et al., 2016), whether
earnings from salaried work constitute more or less than half of their total income
(Wennberg et al., 2006), or a combination of working hours and sources of
income (Petrova, 2010, 2012).

In this study we define a hybrid entrepreneur as a majority owner of one or
several incorporated businesses, none of which is his or her main employer in a
particular year. Similar to the definition suggested by Folta et al. (2010), our
definition identifies hybrid entrepreneurs as individuals who are primarily wage
employed. The identification of the main employer in a particular year is more
convenient than obtaining measures of the number of hours spent working for
their businesses or the income from own businesses and other sources. One of the
advantages with our definition of hybrids is that we make sure that there is only
one entrepreneur in each business. This allows us to link individual characteristics
to business outcomes. Table 1 illustrates the distinction made between employees,
hybrid entrepreneurs and the self-employed in this study.
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Table 1. Classification of individuals in the sample

Employees Hybrids Self-employed
Business ownership |Not majority owners |Majority owners of | Majority owners of

of incorporated firms |incorporated firms incorporated firms
Main employer External organization | External organization | Own incorporated firm

Research has shown that hybrid entrepreneurship is more common in certain
age-groups and among men (Folta et al., 2010; Kritskaya et al., 2017;
Kurczewska et al., 2020; Luc et al., 2018, Schulz et al., 2016), among
entrepreneurs with high general human capital (Folta et al., 2010; Luc et al., 2018,
Petrova, 2012; Schulz et al, 2016), low human capital specific to
entrepreneurship (Burke et al., 2008; Folta et al., 2010; Petrova, 2012), and high
opportunity costs (Folta et al., 2010). Individuals often become hybrids in order
to test their entrepreneurial abilities and business ideas (Paunescu and Rosu,
2017; Petrova, 2010; Raffiee and Feng, 2014; Thorgren et al., 2014; Wennberg et
al., 2006).

While hybrids sometimes start ventures with high potential (Folta et al.,
2010) studies have found that they compared to the self-employed expect lower
revenues (Bogenhold and Klinglmair, 2016; Petrova, 2012), start smaller firms
(Melillo et al., 2013) and report lower levels of sales, earnings, and labor costs,
but also lower levels of deficits (Kritskaya et al., 2017). Engagement in hybrid
entrepreneurship tends to be associated with higher hourly earnings compared to
individuals holding two wage jobs (Schulz et al., 2017), and increased innovative
behavor in their primary employment (Marshall et al., 2019).

2.2. From Hybrid to Self-Employed

The factors that affect hybrids’ transformation to self-employment include
business performance (Folta et al., 2010; Petrova, 2010; Raffiece and Feng, 2014;
Schulz et al., 2016), age (Block and Landgraf, 2016; Thorgren et al., 2016), self-
efficacy and entrepreneurial abilities (Petrova, 2010; Viljamaa and Varamaki,
2015). Chirita (2017) reported that 76% of hybrid entrepreneurs with high
education did not consider transformation into self-employment as an attractive
option. According to Brown and Farshid (2017), social relationships and goals
concerning wage employment make hybrids less interested in business growth
and self-employment. Raffiee and Feng (2014) and Schulz et al. (2016) argue that
hybrids tend to stay employed in organizations if they perceive their income from
wage work to be more secure than their income from the entrepreneurial activity.
Viljamaa and Varamaki (2015) report that hybrid entrepreneurs who become self-
employed (transitory hybrids) are more interested in increasing their turnover
than hybrid entrepreneurs who remain hybrids (persistent hybrids).
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2.3. Theoretical Options

Researchers have used a variety of theories to study hybrid entrepreneurship.
Examples include financial theory (Petrova, 2010, 2012), appraisal theory
(Jenkins et al., 2014), psychological theory with respect to conservation of
resources (Thorgren et al., 2014), motivation theory (Block and Landgraf, 2016),
the theory of choice overload (Nordstrom et al., 2016), social identity theory (Guo
et al., 2019), the theory of planned behavior (Farooq and Talib, 2019), marketing
theory (Ferreira et al., 2019), social cognitive theory (Pollack et al., 2019),
decision theory (Klyver et al., 2020), and age theory (Cheraghi and Simarasl,
2021).

To investigate entrepreneurial outcomes such as the relationship between
staged entry and performance, several researchers have used real option theory
(Dzomonda and Fatoki, 2018; Raffiee and Feng, 2014; Wennberg et al., 2006).
McGrath’s (1997, 1999) application of real options theory provides an
explanation of how entrepreneurs’ decision to postpone business opportunity
exploitation reduces uncertainty through accumulation of knowledge about the
market and the viability of the business idea. According to McGrath (1999) the
theory is particularly relevant when studying (1) innovative companies able to
create disruption where individuals perceive high-variance opportunities to
increase options value, (2) big companies who desire diversification, (3) portfolio
entrepreneurs who have several options available to choose from, (4) firms that
can afford intelligent failures and bear small social costs of failures.

Real options theory is not particularly well suited to study staged entry to self-
employment in general because “the estimation of future prospects is highly
uncertain” and subjective (McGrath, 1999, p. 23) and because hybrids often are
risk-averse novice entrepreneurs who own small and/or imitative firms
(Koellinger, 2008). A real options approach may be more appropriate when
studying established larger firms and portfolio entrepreneurs. McGrath and
Nerkar (2004) warned that the real options perspective might not be applicable to
small firms, since smaller firms typically use more exploratory ways to develop
new technical knowledge, have fewer resources and have fewer options to their
disposal.

3. Theory and Hypotheses

3.1. Commitment

Becoming self-employed can be seen as a commitment to a particular
occupational career (Kupferberg, 1998). Tang (2008, p. 129) defines
entrepreneurial commitment as “the extent to which an entrepreneur identifies
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with and is engaged in new business creation”. According to him, entrepreneurs
become committed to the new venture because they are alert and see potential
opportunities that are oblivious to others. Entrepreneurs commit to their ventures
if they perceive the opportunity to be worth pursuing (Erikson, 2002). Tang
(2008) identifies three key dimensions of entrepreneurial commitment: (1)
affective commitment concerning entrepreneurs desire to create a new business,
(2) behavioral commitment which indicates entrepreneur’s willingness to extend
efforts for the new business, and (3) continuance commitment which refers to
entrepreneurs’ intentions to stay with the business regardless of the uncertainties
and risks involved.

Klein et al. (2012) are concerned that the various dimensions of commitment
suggested by other authors contribute to a redundant definition of commitment
through inclusion of confounders. They argue that commitment is a
unidimensional concept, defined as “a volitional psychological bond reflecting
dedication and responsibility for a particular target” (2012, p. 137). Klein et al.
(2012) further make clear distinction between commitment, identification,
acquiescence and instrumental bonds that contribute to individuals’ attachment to
a target. Targets refer to the specific foci to which an individual develops the
bonds. Individuals can have bonds to multiple, sometimes competitive targets for
example to their organizational and entrepreneurial careers. Due to the scarcity of
individuals’ resources, bonds to competitive targets often create conflicts (Klein
et al., 2012). Competitive targets lead to preclusion of formation of commitment
and interfere with the expected consequences of the commitment.

Based on Klein et al.’s (2012) commitment theory, we define an individual’s
initial commitment to his or her career as self-employed as a volitional choice,
accepting responsibility for and dedication to the target. Direct entry to self-
employment is primarily associated with a commitment bond to self-
employment. Individuals who entry to self-employment directly from paid
employment take responsibility for their actions by putting all eggs in one basket.
Their behaviors are often based on expectations rather than hard facts.

There are two main outcomes from commitment: (1) motivation, which
represents a willingness to make an effort towards pursuing of the target, and (2)
continuation or intentions to continue with the target. To stay self-employed,
entrepreneurs must often sacrifice income and go through times with poor
business performance, to overcome obstacles, and be willing to work hard over a
long period of time. The odds for survival and the duration of self-employment
depend on entrepreneurs’ commitment to self-employment.

Hybrid entrepreneurs divide their attention between two targets, their
entrepreneurial and organizational careers. The division of attention between
competitive targets leads to the preclusion of formation of commitment to self-
employment (Klein et al., 2012; Meyer et al., 2015). Empirical findings suggest
that hybrid entrepreneurs are reluctant to abandon their organizational careers and
often not very interested in becoming self-employed (Chirita, 2017; Ferreira et
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al., 2019; Viljamaa and Varamaki, 2015; Viljamaa et al., 2017). Indudewi (2015)
found that hybrid entrepreneurs would prioritize wage employment over their
business if they had to make a choice between organizational and entrepreneurial
careers. Hybrid entrepreneurs generally postpone their entry to self-employment
until they receive external validation, such as positive signals from their
businesses and markets (Folta et al., 2010). Business potential for profit and
growth is usually not perceived as sufficient evidence (Ferreira, 2020).

Instrumental bonds are formed through weighting the costs and benefits of the
options. We argue that staged entry to self-employment is primarily associated
with initial instrumental bonds to self-employment. Instrumental bonds further
stimulate further search for opportunities that maximize the present value of
benefits (Amit et al., 1995; Becker, 1993; Gimeno et al., 1997; Meyer and
Herscovitch, 2001).

3.2. Hypotheses

Hybrid entrepreneurs are often risk-averse and generally have high education and
high general human capital (Folta et al., 2010; Luc et al., 2018, Petrova, 2012;
Schulz et al., 2016). Their decisions to transfer to self-employment tend to be
based on transactional instrumental bonds (Klein et al., 2012; Raffiee and Feng,
2014; Schulz et al., 2016). This means that they generally choose labor market
status by selecting the option that maximizes the present value of benefits (Amit
et al., 1995; Becker, 1993; Folta et al., 2010; Gimeno et al., 1997; Petrova, 2010;
Raffiee and Feng, 2014; Viljamaa and Varamaki, 2015). Staged entry to self-
employment is therefore associated with higher performance thresholds for their
businesses (Petrova, 2010) and requires their businesses to afford an owner salary
according to standards in the labor market.

Meyer and Herscovitch (2001) argue that individuals who select a target
based on perception of costs, tend to search for more attractive targets and
subsequently substitute the initial target with more attractive options. Klyver et al.
(2020) found that nascent entrepreneurs often are engaged in job search
simultaneously as they are trying to develop their ventures. They found that such
parallel search for opportunities had a negative impact on nascent entrepreneurial
outcomes. Former hybrid entrepreneurs who have become self-employed are
often attractive in the labor market. This attractiveness makes them alert to new
job opportunities. Similarly, search for opportunities in the labor market is likely
to be negatively associated with outcomes from self-employment. The
combination of risk aversion, high performance demands for the venture, good
opportunities in the labor market, and the instrumental bonds to their self-
employment careers, is likely to imply that former hybrids have shorter duration
as self-employed.
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Entrepreneurs who enter to self-employment directly tend to be committed to
their careers as self-employed and are prepared to make large sacrifices in order
to survive as self-employed (Jenkins et al., 2014; Ucbasaran et al., 2010). Their
commitment to self-employment leads to persistence, which others might
perceive as being contrary to individual’s own interests (Meyer and Herscovitch,
2001). Persistence is sometimes a result of confirmation bias (Kahneman and
Tversky, 1979; Kahneman et al., 1982), a tendency for individuals to be more
willing to accept information that support their decision and to disregard
information that contradict their assumptions and expectations. The combination
of low financial performance requirements for their ventures and high
commitment to their careers as self-employed is likely to be associated with
relatively long duration as self-employed. Based on the arguments above, we
hypothesize:

HI. Entrepreneurs who use staged entry to self-employment have a shorter
duration as self-employed than entrepreneurs who enter into self-employment
directly from paid employment.

Guided by instrumental bonds, the self-employed who initially were hybrid
entrepreneurs are more alert to new employment opportunities. Entrepreneurs
engage in action that is initiated, sustained and coordinated. Managing these
actions can be challenging, and the difficulties experienced might lead to
increased search for better opportunities in the labor market (Lomberg et al.,
2019). Exit from self-employment is more likely to occur when other feasible and
attractive opportunities emerge (Klyver et al., 2020), and particularly when faced
with the difficulties associated with self-employment. Former hybrids have
experience from combining salaried employment with business ownership, and
their businesses were initially intended and designed as part-time operations. It is
therefore easy for them to return to their previous status as hybrid entrepreneurs,
choosing an option that maximizes the present value of benefits (Amit et al.,
1995; Gimeno et al., 1997).

Direct entry to self-employment is associated with commitment to the target
of being employed in their own businesses. The businesses of entrepreneurs who
use direct entry to self-employment are generally designed to provide self-
employment opportunities, and not to be managed on a part-time basis. They are
committed to self-employment as long as the target of self-employment is
available to them. A target that becomes unavailable represents a shock to the
individual (Klein et al., 2012). When the target become unavailable, individuals
construct new bonds to new targets (Klein et al., 2012). When self-employment
is no longer an available option, business owners have to re-evaluate their
entrepreneurial careers. Resource constraints and their self-employment failure
can make it difficult for them to start or acquire another firm in order to become
serial business owners, even in combination with wage-work. Based on these
arguments we hypothesize:
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H2. Entrepreneurs who use staged entry to self-employment have a longer
duration as hybrid entrepreneurs after the exit from self-employment than
entrepreneurs who enter into self-employment directly from paid employment.

4. Methodology

4.1. The Data

The tax authority in Norway provided the data used in this study. We asked them
to create a data-file for the year 2004 containing employed non-entrepreneurs
between 25 and 50 years. The age interval is the same as Folta et al. (2010) used
in their study of hybrid entrepreneurs, and was chosen because individuals
between 25 and 50 years of age have the highest propensity for entrepreneurship.
To exclude individuals who were not members of the workforce, we required
individuals to have a minimum salary of NOK 196,000 in 2004, an amount that
correspond to the minimum full-time wage that year defined by one of the main
labour unions in the country (Fagforbundet, 2004). Since our study concerns
novice entrepreneurs, existing business owners were excluded from the data file
by searching in tax records and databases containing information about business
ownership and roles in businesses in 2004. Therefore, entrepreneurs such as sole
proprietors, board members and majority owners in corporations were not
included. We obtained background information from all individuals in the dataset,
including age, gender, country of birth and main employer for every year from
2004 to 2016. A total of 686,088 individuals satisfied the selection criteria and
were included in the dataset.

The next step in the process was to identify those who became owners of
incorporated firms between 2005 and 2016 and self-employed in such firms. We
only included incorporated firms in which the largest owner had a majority stake
(i.e. at least 51 percent). We selected majority owners to be able to link personal
characteristics of the owners to the firms. This procedure guarantees that there is
only one clear lead entrepreneur in each business.

The data-file initially contained 12,271 individuals who were self-employed
at least one year between 2005 and 2016. We excluded 1,049 entrepreneurs who
became self-employed for the first time in 2016, in order to enable all self-
employed to exit to hybrid entrepreneurship. We deleted 5 cases with missing
values and 4 outliers, individuals who earned more than NOK 10,000,000 in
2004, reducing the sample to 11,213 individuals. We use Propensity Score
Matching to create matched samples of entrepreneurs who use staged end direct
entry to self-employment. This procedure reduced the sample to 8,554 individuals
representing 4,277 matched pairs of entrepreneurs. The matched pairs were used
in the testing of Hypothesis 1. In order to test the second hypothesis, we identified
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3,716 individuals who had exited from self-employment in the matched sample
of self-employed individuals. This sample contains all exits from self-
employment, including former self-employed who have become hybrid
entrepreneurs and remain majority business owners, as well as former self-
employed who have discontinued their business ownership.

The data is right censored, since our observation window stops in 2016. Right
censoring is generally not considered a problem if at least 10% of cases exist
during the period of observation (Lancaster, 1979). This condition is satisfied in
our data since 3,716 of 8,554 individuals (43.4%) in our first sample are not self-
employed in 2016 and 1,691 of 3,716 individuals (45.5%) in our second sample
are not business owners in 2016.

4.2. Definitions and Analysis Variables

As stated before, we define a self-employed individual as a majority owner of one
or several incorporated firms, one of which is his/her main employer in a
particular year. A hybrid entrepreneur is a majority owner of one or several
incorporated firms, but not the majority owner of his/her main employer in a
particular year. The main employer is usually the most important employer in a
particular year and is specified in a tax card sent to all taxpayers in Norway by the
end of each year. If this information is wrong, taxpayers have an incentive to
report the correct main employer to the tax authority since the withholding tax
rate is lower for salary from the main employer than from other employers. Our
categorization of business owners is based on the main employer, irrespective of
the number of employers.

Staged entry to self-employment is the key independent variable. We first
created a dummy variable labeled “staged entry”, indicating whether business
ownership occurred in a year previous to becoming self-employed (1=yes, 0=no).
We then calculated the time spent as hybrid entrepreneurs before entry to self-
employment, a variable labeled “hybrid duration”. This variable has the value 0
for entrepreneurs who entered directly to self-employment and have values
between 1 and 10 for hybrids, calculated as the year of entry to self-employment
(between 2005 and 2015) minus the year of hybrid entry.

We measure duration as self-employed, the first dependent variable, as the
number of years with direct majority ownership of the main employer between
2005 and 2016. This variable can have values between 1 and 12. Our second
dependent variable, hybrid duration after the exit from self-employment, is the
number of sequential years as majority business owner after the last year of self-
employment. We identified the year of exit from self-employment, and calculated
the number of successive years as majority business owners after the last year as
self-employed. Former self-employed can become hybrid entrepreneurs in any
year between 2006 and 2016. Hybrid duration after exit from self-employment is
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0 for individuals who quit self-employment and business ownership in the same
year and between 1 and 11 for former self-employed who become hybrid
entrepreneurs and remain majority business owners.

4.3. Matching Methodology

In order to control for self-selection into staged entry and isolate the effect of
direct versus staged entry to self-employment we created matched samples of
entrepreneurs who had used each of the two entry modes. Non-randomization
threatens the study’s internal validity (Grunwald and Mayhew, 2008; Rosenbaum
and Rubin, 1983) since factors associated with the choice between staged and
direct entry to self-employment might interfere with the dependent variables.

Propensity Score Matching (PSM) is a quasi-experimental technique that
reduces systematic group differences between treated and untreated subjects
based on a propensity score which indicates the probability of a case receiving a
treatment based on a given set of observed covariates or characteristics
(Rosenbaum and Rubin, 1983, 1984, 1985). PSM have been proven to work better
than alternative techniques, such as stratification and regression adjustment
(Austin, 2011).

PSM requires three conditions to be met: (1) the treatment assignment is
strongly ignorable, which requires that the distribution of the covariates to be the
same given the propensity score; (2) the common support assumption, which
requires that all individuals with the same values receive an equal probability to
receive the treatment; (3) the conditional independence assumption, requiring
variables to be plausible candidates to reduce selection bias. As Elert et al. (2015)
have pointed out, the last condition means that the selection of covariates should
be correctly measured and based on theoretical relevance.

The credibility of PSM depends on the selection of proper covariates, i.e.
predictors (Thoemmes and Kim, 2011). We follow Austin’s (2008)
recommendations “for the design, analysis and reporting of studies that employ
propensity-score matching” (p. 2045). The variables’ effect on selection of the
treatment is evaluated by logistic regression in which the selected covariates are
assigned as predictors, with the treatment assignment, staged entry to
entrepreneurship, as the outcome variable.

4.4. Variables Used in the Matching Process

Since the business owners in our sample have already made decision about the
type, mode and year of entry, we cannot randomly assign participants to the two
groups. We apply PSM to eliminate self-selection bias, requiring the inclusion of
those confounders that are associated with the choice between staged and direct
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entry to self-employment. The variable “staged entry” represents the treatment in
the Propensity Score Matching. In the PSM logistic regression estimation
algorithm we did not include factors that are not relevant for the decision to use
staged or direct entry to self-employment, such as the year of entry to business
ownership and self-employment, or factors that represent outcomes of the choice
we control for, such as survival and performance.

We control for the individuals’ labor market value of human capital by
including salaried income in 2004 measured in 1,000 NOK. Research suggests
that there is an association between income and the propensity to become self-
employed (Amit et al., 1995; Simoes et al., 2016). Income from salaried work is
positively associated with use of staged entry and negative shifts in salary income
increases the odds for direct entry to self-employment (Folta et al., 2010). In
Norway as in many other countries the self-employed in corporations, as opposed
to unincorporated entrepreneurs, are taxed as employees and entitled to the same
social security benefits as ordinary employees. Incorporated entrepreneurs do not
have to worry about losing their social security benefits if they quit their jobs and
become self-employed. There is therefore no need to control for social benefits.
We control for age (ranging from 25 to 50 years in 2004) because older
individuals are more likely to use staged entry to self-employment (Cheraghi and
Simarasl, 2021). We also control for gender (male=1, female=0), since there may
be gender differences in the propensity to use staged entry to self-employment
(Folta et al., 2010; Luc et al., 2018, Schulz et al., 2016). We also included a
dummy variable indicating residence in urban areas in 2004 (municipalities with
more than 40,000 residents, 1=yes, 0=no). Research suggests that location in
large clusters may be associated with higher entry rates (Luc et al., 2018; McCann
and Folta, 2008). Finally, we included industry in the matching. In order to
achieve one industry code for each entrepreneur, we chose the 2-didgit NACE
code reported for the first firm in the portfolio of firms owned.

4.5. Matching Procedure

We first carried out a logistic regression to identify differences between
entrepreneurs who used direct and staged entry to self-employment. The analysis
revealed a positive association between age and previous income from wage work
and the propensity to use staged entry to self-employment. Men are more likely
to use a staged entry approach than women. Being born abroad has no significant
effect. The results showed that residents in urban areas were more inclined to use
staged entry to self-employment. Entrepreneurs in the finance and real estate
industries are also more likely to use staged entry to self-employment.

Based on the results from the logistic regression analysis and subsequent
difference test using ANOVA, independent sample t and Chi-square tests, we
included all significant variables as the covariates in the PSM. The included
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variables are: age, gender, salary in 2004, urban residence and a set of industry
dummies.

The treatment variable is binary (1=staged entry, O=direct entry). Since we
have a large number of cases and abundance in the dataset, we performed a one-
to-one nearest-neighbor matching. This technique matches each treated case to
the single most similar (by propensity score) control case. This is the most
straightforward PSM-option (Thoemmes and Kim, 2011). We chose a tight
caliper of 0.02 standard deviation of the logit of the estimated propensity score. A
caliper is the maximum permitted difference between matched subjects. A tighter
caliper can reduce bias and lead to closer matches at the cost of losing cases. Units
outside the area of caliper are discarded to improve the balance of covariates.

After the matching, we performed the series of checks. We examined the
balance of all observed covariates, their quadratic terms and interactions among
covariates. The standardized mean difference of the covariates approached zero
(Rubin, 2001). The overall % 2 balance test is not significant, indicating that no
variables or variable combinations are significantly unbalanced after the
matching procedure. The relative multivariate imbalance L1 is reduced and lower
than 1. After the matching there are no significant mean differences left between
the two groups of entrepreneurs. See Table 2.

Table 2. Matching variables and balance diagnostics for matching estimates

Independent sample t-test Std. Means Means Std. Means Means
meAN - pvbrids L PO | MO pobrids |, PO
diff. hybrids |  diff. hybrids
Original data Matched data Original data Matched data
F t F t
Gender 1.99 -.705 512 -358 .013 .825 .82 .008 811 .808
Urban location 152.63%** SRR 2.696 825 .145 481 408 -.018 451 460
Salary 04 375.983***%  -18.439%** | 103  -.562 283 7.156  5.646 .008 6.166  6.124
Age 3.962* -3.6%** 2.063 53 .07 38.63 3821 -.012 3832  38.39
Agriculture 18.168%** 2.13* 1.043 511 -.045 .009 .014 -.012 011 012
Mining 5.2% -1.14 739 43 .02 .006 .004 -.009 .005 .006
Manufacturing 222.816%** 7.37*** .052 114 -171 .033 .063 -.003 .037 .038
Construction 403.9%** 9.815%** .55 -371 | -216  .082 .141 .009 .095 .093
Trade 149.406%*** 6.04%** .1.49 -.61 -122 146 .189 .014 168 163
Transport 43.45%** 3.28%** .039 .099 -.065 .106 126 -.002 121 122
Hotels and restaurants 239 -.244 2.576  -.802 .005 .029 .028 .018 .033 .030
Information and com- 4.2% -1.03 788  -.444 .019 .046 .042 .01 .052 .050
munication
Financial services 1456.622%*%* -18.153*** | 3307+ -.909 251 .079 011 .01 .019 .016
Real estate 72.998**%  4264%** | 093 152 .071 .026 .014 -.003 .020 .021
Business services 6.42% 1.266 .504 -355 | -.025 .031 .036 .008 .035 .034
Public services 9.538%* 1.542 .300 274 -.03 .074 .082 -.006 .083 .084

Note: Sample size original data: N=11,213; matched data: N=8,554. Level of statistical
significance: 1 indicates p < 0.1; * indicates p < 0.05; ** indicates p < 0.01; *** indicates p <
0.001 (two-tailed).
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The industry distribution of the matched sample is as follows: Agriculture
1.1%, mining and extraction 0.6%, manufacturing 4.1%, construction 9.4%, trade
16.9%, transport 12.2%, hotel and restaurant 3.2%, information and
communication 5.1%, financial services 1.7%, real estate 2.1%, professional
services 32.6%, business services 3.5%, and public services 8.3%.

4.6. Dependent Variables

Table 3 shows the distribution of the dependent variables. The mode, the value
that occurs most often, for the duration of self-employment is 2 years and 0 years
for hybrid duration after the exit from self-employment. The relatively high
number of zeros for hybrid duration can cause problems in the regression used to
test Hypothesis 2. We address this and other issues after we present our findings
in a separate section where we will report the results from various sensitivity tests.

Table 3. Distribution of the dependent variables

Duration as self-employed Hybrid duration after the exit from
self-employment

Years  Staged entry Direct entry Staged entry Direct entry

(0=4,277) (0=4,277) (0=1,920) (0=1,796)
0 - - 664 (34.6%) 834 (46.4%)
1 656 (15.3%) 492 (11.5%) 435 (22.7%) 367 (20.4%)
2 864 (20.2%) 682 (15.9%) 301 (15.7%) 211 (11.7%)
3 699 (16.3%) 599 (14.0%) 170 (8.9%) 113 (6.3%)
4 547 (12.8%) 540 (12.6%) 99 (5.2%) 86 (4.8%)
5 374 (8.7%) 479 (11.2%) 80 (4.2%) 58 (3.2%)
6 265 (6.2%) 320 (7.5%) 58 (3.0%) 39 (2.2%)
7 220 (5.1%) 280 (6.5%) 51 (2.7%) 27 (1.5%)
8 175 (4.1%) 216 (5.1%) 33 (1.7%) 20 (1.1%)
9 182 (4.3%) 233 (5.4%) 17 (0.9%) 15 (0.8%)
10 154 (3.6%) 186 (4.3%) 12 (0.6%) 15 (0.8%)
11 141 (3.3%) 134 (3.1%) 0 11 (0.6%)
12 0 116 (2.7%) - -

5. Results

5.1. Testing of Hypotheses

Entrepreneurs who enter into self-employment early are likely to survive longer
as self-employed within the given observation period than entrepreneurs who
become self-employed in later years. We therefore include the first year of self-
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employment as a control variable when testing Hypothesis 1 and estimating the
effect of entry mode on self-employment duration. Similarly, entrepreneurs who
exit from self-employment early are likely to survive longer as business owners
(again, within the observation period) than entrepreneurs who exit from self-
employment in later years. Therefore, we control for the year of exit from self-
employment when testing Hypothesis 2 and estimating the effect of entry mode
on hybrid duration after the exit from self-employment. We first test the
hypotheses by entering a dummy variable indicating the use of staged entry to
self-employment, then by substituting the dummy variable by a continuous
variable of hybrid duration prior to becoming self-employed.

As shown in Table 4, Hypothesis 1 concerning the (negative) association
between staged entry and duration as self-employed is supported (at p < 0.001)
when using the dummy variable for staged entry as well as when using the
continuous variable for hybrid duration prior to self-employment. Hypothesis 2,
regarding the (positive) association between staged entry and duration as business
owner after exit from self-employment, is also supported (at p < 0.001) when
using the dummy variable for staged entry and when using the continuous hybrid
duration variable.

Table 4. Durations as self-employed and as business owner after exit from self-employment

Duration as self-employed Hybrid duration after the exit
(n=8,554) from self-employment (n=3,716)
M1 M2 M3 M4
First year as -0.542%** -0.537%** - -
self-employed (-59.335) (-58.072)
Last year as - - -0.278%** -0.284%**
self-employed (-17.449) (-17.822)
Staged entry -0.040%*** - 0.108%** -
(-4.425) (6.706)
Hybrid duration - -0.045%** - 0.112%**
prior to self- (-4.896) (6.995)
employment
Adj. R Square 0.301 0.301 0.081 0.082
F Change 1839.147%** 1843.276%** 165.675%** 167.149%**

Note: The coefficients reported are standardized betas and t-values are reported in parentheses.
Level of statistical significance: 1 indicates p < 0.1; * indicates p < 0.05; ** indicates p < 0.01;
*** indicates p < 0.001 (two-tailed).

5.2. Sensitivity Tests

We carried out several sensitivity tests by changing our definitions of hybrid
entrepreneurs and the self-employed, by testing the hypotheses after including
additional control variables, and by investigating the effect of interactions.
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Our categorization of individuals into hybrids and self-employed is made on
an annual basis. Business creation is a time-consuming process where events such
as the formation of a legal entity and entry to self-employment can be months
apart. Direct entry to self-employment is therefore more likely to occur when
individuals become business owners early in the year than late in the year. We
therefore divided hybrids into “true hybrids” with minimum 2 years as hybrids
before entry to self-employment and “annuals” who only spend only one year as
hybrids before entry to self-employment. When replacing our original hybrid
variable with the “true hybrid” variable, the support for the two hypotheses was
strengthened.

Instead of requiring hybrid entrepreneurs to be owners of incorporated firms,
we coded hybrids as owners of sole proprietorship prior to entry to incorporated
self-employment. This alternative definition of hybrid entrepreneurs did not
change our findings much. Not all registered firms are active firms with economic
transactions. We therefore checked whether the results were sensitive to
economic activity in the business. We changed our definition of hybrid entry by
requiring hybrids to own businesses with economic activity showing profits or
losses before becoming self-employed and required businesses to have economic
transactions after exit from self-employment. Again, this alternative definition of
hybrid entrepreneurs and business ownership after exit from self-employment did
not change our results noticeably.

Information about individuals’ main employer and business ownership
enables us to distinguish between the self-employed and hybrid entrepreneurs
each year. In our sample of former self-employed, 1,498 of 3,716 cases (40.3%)
exit from self-employment and business ownership the same year and thereby
score zero on the variable “hybrid duration after exit from self-employment”.
Since closing incorporated firms involves buraucratic processes and takes time,
most entrepreneurs lose the income from their businesess before their businesses
are removed from government registers. We therefore carried out an alternative
test of H2 by adding a constant (10) to all scores on the dependent variable
“hybrid duration after exit from self-employment” followed by log
transformation. The results were almost identical to those reported in Table 4. H2
still received strong support (at p < 0.001).

We also altered our coding of the self-employed by checking for the existence
of holding companies. Some business owners, perhaps particularly successful
self-employed, can for organizational and tax reasons establish holding
companies. This can be done in different ways, but one common practice is to
establish a new company that purchases the shares of the original firm. If this
occurs, the entrepreneur is no longer direct owner of the original firm, but only
indirect owner through the holding company. Therefore, we adjusted the number
of years as self-employed by adding years in which the main employer remains
the same as in the last year of direct majority ownership of the main employer and
the entrepreneur is a majority owner of another firm. This other firm is likely to
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be the new holding company. The results from the testing of hypotheses were
practically the same as before.

We also checked whether the hypotheses were supported in regression
analyses after including additional control variables. This included the variables
used in the Propensity Score Matching into the regressions as well as controlling
for Management Buy-Outs (MBOs), situations where a firm employee later
becomes the majority owner of the firm. While the hypotheses still received
support, the results indicated that some of the control variables had a significant
effect on the duration variables. For example, older entrepreneurs and MBO-
entrepreneurs have significantly longer duration as self-employed than other
entrepreneurs. Entrepreneurs in the construction, trade, IT and public service
industries have longer duration as self-employed, while the hotel/restaurant
industries are associated with shorter duration. Total income in 2004 is associated
with longer duration as business owners after the exit from self-employment.
Entrepreneurs who were self-employed in the transport industry are not likely to
continue as business owners for a very long time after the exit from self-
employment.

Finally, we checked whether interactions between the variables had any
significant effect on the duration variables. The most interesting interactions
turned out to be between entry mode and industry. The interaction between staged
entry and industry was positively significantly associated (at p < 0.05) with
duration as self-employed in the public service industry, marginally positively (at
p < 0.1) in the trade industry, and significantly negatively associated (at p < 0.05)
with duration as self-employed in the hotel and restaurant industry and in the
financial service industry. With duration as business owners after the exit from
self-employment as the dependent variable, the interaction between staged entry
and industry was significantly negative for the sectors trade and construction, and
for the hotel and restaurant industry (at p < 0.01).

6. Discussion

6.1. Summary of Findings

In this study we find that entrepreneurs who use staged entry to self-employment
have shorter durations as self-employed, but longer durations as business owners
after the exit from self-employment.

The present study answers the calls for further research on more robust
evidence of the outcomes from staged entry to self-employment (Folta et al.,
2010; Raffiee and Feng, 2014; Rouchy et al., 2021; Schulz et al., 2016; Xi et al.,
2018). This study also extends commitment theory into the domain of hybrid
entrepreneurship. The methodological contribution of this research concerns the
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focus on novice entrepreneurs who are majority owners of incorporated firms, the
sensitivity analysis where we check the effect of changing our definitions of
hybrid entrepreneurs and the self-employed, and the use of Propensity Score
Matching to control for self-selection between staged and direct entry to self-
employment.

The results reported here with regard to the association between staged entry
and the odds of survival as self-employed are similar to those of Wennberg et al.
(2006), but notably different from those reported by Raffiee and Feng (2014).
Raffiee and Feng’s (2014) study differs from the present study with regard to the
data (survey data versus tax authority data), the unit of analysis (spells versus
individuals), sample size (2,198 spells versus 8,554 self-employed
entrepreneurs), dependent variable (spell duration versus self-employment), and
the inclusion of all entrepreneurs versus majority owners of incorporated firm.
All of these issues can have contributed to the contradictory results, but the latter
point is perhaps particularly important. Raffiee and Feng’s (2014) approach
allows hybrids and self-employed to be owners of the same business. It is
probably easier to enter into self-employment if the firm already is an ongoing
operation run by another member of the entrepreneurial team.

6.2. Limitations and Suggestion for Future Research

This study has several limitations, several of which open avenues for future
research. Commitment is central in our theoretical reasoning, but we have no
direct measures of this concept. Future research is needed to check our assertion
that entrepreneurs who use a staged entry approach to self-employment have
lower initial commitment to their careers as self-employed than entrepreneurs
who become self-employed directly from paid employment.

While the findings we report are consistent with commitment theory, there
are several other theoretical perspectives that could lead to similar hypotheses and
increase our understanding of the advantages and disadvantages of different entry
modes to self-employment. There might be a lot of potential theoretical
perspectives that interact, opening intriguing paths forward conceptually.
Examples include motivation theory, learning and revelation mechanisms,
theories of exposure, human capital development, and opportunity cost
reasoning.

In our analysis we require the self-employed to be majority owners of their
businesses. It is possible that some of the entrepreneurs have not exited from
business ownership, but simply have reduced their ownership share and are
therefore no longer self-employed according to our definition.

We cannot be certain that we have included all relevant control variables.
Unfortunately, the tax Norwegian authority has no information about education.
Since education in Norway is free, controlling for education in the present
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circumstances is probably less important than it would be in studies from other
countries. Moreover, we believe that requiring all participants to be minimum 25
years old in 2004 has reduced the need to include education as a control variable.
Since most students have completed their formal education when 25, much of the
education effect is accounted for by our measure of income in 2004. We were able
to control for MBOs, but not for management buy-ins and other forms of
acquisitive entries to business ownership. This is relevant because acquired firms
are likely to survive longer than de novo entries. Further, we did not control for
franchising. Franchisors survive longer than independent businesses (Lafontaine
et al., 2019). We did not control for ‘“necessity” or ‘“opportunity”
entrepreneurship, but argue that that is less important as ‘“necessity”
entrepreneurship is not very common in Norway and other countries in Western
Europe. We did try out several other control variables, which turn out to be noise
only. Examples include marital status and number of children in the household.

We would like to encourage researchers to replicate this study in their
countries to examine how the limitations of this study may have influenced the
results. Our research design prevented us from studying entrepreneurial teams,
and hybrid entrepreneurship in teams is a promising research area. Habitual
entrepreneurs also deserve future research attention. This is not an easy topic as
multiple business owners often organize their portfolio of firms in a hierarchy
consisting of one or several holding companies and daughter companies. A
further complication is that the entrepreneur’s ownership share in each of these
firms can vary.

6.3. Implications

The research has several practical implications. Staged entry to self-employment
appears to be less risky than direct entry. It is therefore important for
entrepreneurs who decide to enter into self-employment directly from paid
employment to consider strategies that can reduce the risk involved. They should
have realistic budgets and make sure that there is sufficient demand for their
products and services. It is important that their businesses can afford to
compensate the owners with a satisfactory salary. It is also important that the
businesses have sufficient equity capital at start-up. Under-capitalization of new
firms is a well-known problem (Schifer and Talavera, 2009), which seems to be
more common among entrepreneurs with limited financial resources (Frid et al.,
2016). Entrepreneurs who enter into self-employment directly should also be
aware of the possibility that their businesses will not perform according to their
expectations and prepare for that possibility.

Choi and associates (Choi and Shepherd, 2004; Choi et al., 2008) developed
a theory of the timing of exploitation. According to this theory, innovative
entrepreneurs should delay exploitation of the opportunity in order to accumulate
knowledge. Staged entry to self-employment is therefore particularly relevant for
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entrepreneurs with novel business ideas, but most new firms are imitative
(Davidsson and Steffens, 2011; Koellinger, 2008). McGrath (1999) argues that
uncertainty can be resolved if the opportunity is pursued by a team of
entrepreneurs. It is therefore possible that hybrid entrepreneurs should find
partners with previous business ownership and industry experience. Partners can
often extend the relevant social network and are likely to specify more demanding
goals and growth aspirations for the business (McGrath, 1999).

7. Conclusion

The present study contributes to the entrepreneurship literature by using a
coherent theoretical grounding and providing empirical support for the
hypotheses. The study suggests that individuals who choose staged entry to self-
employment form initial instrumental bonds to their careers as self-employed,
reducing their duration as self-employed, but enabling them to continue as hybrid
entrepreneurs after the exit from self-employment.

The possibility to combine business ownership with salaried employment
motivates many individuals to pursue entrepreneurial opportunities. The
digitalization of the society appears to have resulted in an increasing number of
hybrid entries, since new working models allow more flexible schedules for work
and learning. Folta et al. (2010) and Petrova (2012) argue that hybrid
entrepreneurship represents a growing and independent category in the labor
market, which should be recognized by researchers and support systems. Hybrids
can hire others to manage their business and some hybrids become multiple
business owners. Hybrids can also make important contributions to corporate
venturing and innovative strategies in established organizations. Because so
many firms are owned by hybrids, they are important to the economy. All of these
factors contribute to the importance of research on hybrid entrepreneurs.
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