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ventures created by poverty entrepreneurs tend to 
be more fragile or subject to serious decline or fail-
ure when the inevitable threat or unexpected setback 
occurs. Two key aspects of poverty, experienced scar-
city and significant nonbusiness distractions, combine 
to lead entrepreneurs to create more fragile busi-
nesses. However, when a low-income individual dem-
onstrates more entrepreneurial alertness, a variable 
associated with venture success, the negative effect 
of poverty-related variables is reduced. The findings 
suggest that, for entrepreneurship to be a viable path-
way out of poverty, public policies and community-
based programs should focus on reducing the fragility 
of these ventures and enhancing the opportunity rec-
ognition skills of these entrepreneurs.
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To what extent does entrepreneurship represent a 
solution to poverty? Recent studies suggest the poor 
start large numbers of businesses and many are able 
to improve their economic standing through venture 
creation (Amorós et  al., 2021; Naminse & Zhuang, 
2018; Slivinski, 2012). At the same time, a number 
of observers question the value of such ventures. 
They argue businesses started by the poor are gener-
ally inefficient, fail at high rates, generate few jobs 

Abstract  This study examines whether and how 
the experience of poverty shapes the entrepreneurial 
journey. The research builds upon disadvantage the-
ory to explore how liabilities resulting from the pov-
erty experience can serve as obstacles to the creation 
of sustainable enterprises. An analysis of data from 
a sample of 202 entrepreneurs in poverty contexts 
in the USA demonstrates how liability of poorness 
(LOP) factors leads to the emergence of more frag-
ile ventures. The findings further indicate that entre-
preneurial alertness can moderate the effect of LOP 
on venture fragility. The study offers theoretical and 
practical suggestions for further understanding and 
fostering entrepreneurship as a viable solution to 
poverty.

Plain English Summary  How poverty conditions 
affect a person’s ability to start a successful busi-
ness.  Creating a successful business can be difficult 
for anyone, but especially for those who come from 
poverty circumstances. This study demonstrates how 

M. H. Morris (*) 
Keough School of Global Affairs, University of Notre 
Dame, Notre Dame, IN 46556, USA
e-mail: mmorri24@nd.edu

S. Soleimanof · R. Tucker 
Stephenson Department of Entrepreneurship & 
Information Systems, E. J. Ourso College of Business 
Administration, Louisiana State University, Baton Rouge, 
LA 70803, USA

http://orcid.org/0000-0003-2784-410X
http://crossmark.crossref.org/dialog/?doi=10.1007/s11187-022-00687-6&domain=pdf


306	 M. H. Morris et al.

1 3
Vol:. (1234567890)

and little intellectual property, and do not contribute 
to economic productivity (Acs & Kallas, 2008; Acs 
& Szerb, 2007; Shane, 2009). Morris et  al. (2018) 
explained that those in poverty disproportionately 
create necessity-driven ventures that suffer from 
the “commodity trap,” referring to ventures that are 
undifferentiated and labor-intensive and have low 
profit margins, high unit costs, no bargaining power, 
and limited production capacity. As a result, they can 
be highly fragile businesses, especially vulnerable to 
shocks and setbacks such as the COVID-19 pandemic 
(Odeku, 2020).

Such divergent views persist despite the grow-
ing volume of scholarship addressing the poverty 
and entrepreneurship interface (Alvarez & Barney, 
2014; Banerjee & Duflo, 2011; Bruton et  al., 2013; 
Castellanza, 2020; Webb et  al., 2013). Research-
ers have produced insufficient empirical evidence 
to address some of the most formative questions at 
the interface, such as the rate of start-up activity by 
those in poverty, failure rates and average life of these 
ventures, factors contributing to their success, and 
extent to which these ventures move people out of 
poverty. Poverty is a multidimensional phenomenon 
transcending a lack of money (Morland et al., 2002; 
Wilson, 1996). As such, Morris et  al. (2022) con-
cluded that low-income individuals face unique chal-
lenges when launching a venture, which they label 
the “liability of poorness.” The question becomes one 
of determining how poverty conditions influence the 
viability of these ventures.

The current research seeks to explore this question. 
We draw upon disadvantage theory (Light, 1979) to 
explain how the liability of poorness (LOP) increases 
the fragility of the businesses being created. Fragil-
ity, in this context, refers to “the venture’s vulner-
ability to inherent obstacles and unexpected shocks 
and its limited capacity to cope with adverse condi-
tions” (Morris, 2020, p. 304). We approach the LOP 
in terms of two widely noted challenges faced by 
low-income individuals: experienced scarcity, or the 
effects of prolonged exposure to insufficient resources 
to address basic needs (Mullainathan & Shafir, 2013), 
and an inability to maintain focus, which results 
from significant nonbusiness distractions (Dermott & 
Pomati, 2016; Morris et al., 2022).

At the same time, individuals in poverty contexts 
are not inherently destined to create fragile ventures. 
Numerous examples exist of entrepreneurs who 

overcame the disadvantages imposed by poverty to 
build successful businesses (Bandiera et  al., 2013; 
John & Poisner, 2016). In this regard, researchers 
have placed significant emphasis on the importance 
of entrepreneurial alertness, or the ability to detect 
signals from the environment and recognize business 
opportunities, as a factor contributing to successful 
venture creation (Kirzner, 1999). Accordingly, we 
posit that individuals in poverty contexts can develop 
cognitive and behavioral capabilities required for 
expanding the range of opportunities available to 
them (Alvarez & Barney, 2014), which can enable 
those individuals to build more viable businesses. 
Hence, we propose that entrepreneurial alertness can 
moderate the effect of the LOP on venture fragility.

We develop a research model and set of hypotheses 
regarding these relationships. To test the hypotheses, 
a survey was administered to a sample of entrepre-
neurs from poverty and disadvantaged backgrounds 
in urban areas within the USA. The results support 
our hypotheses that poverty conditions can result in 
higher levels of venture fragility and that entrepre-
neurial alertness can alleviate the negative effects of 
the LOP on fragility. Hence, entrepreneurial alert-
ness may be considered as a capability that enables 
poverty entrepreneurs to leverage entrepreneurship as 
a pathway out of poverty. Implications are drawn for 
theory, practice, and policy.

The research offers several contributions. First, the 
study sheds light on the entrepreneurial journeys of 
those in poverty and places overcoming fragility at 
the center of discussions of the efficacy of entrepre-
neurship as a poverty solution. Fragility has hereto-
fore largely been examined in the context of large, 
established firms (e.g., Cómbita Mora, 2020; Cueva 
et al., 2017; Den Haan et al., 2003), with only limited 
examination of its role in early-stage ventures (Bar-
tik, et  al., 2020; Bottazzi, Secchi & Tamagni, 2006; 
Madi, 2013). Beyond understanding why, how, and 
the extent to which those experiencing poverty start 
ventures, a focus on fragility highlights the impor-
tance of examining the sustainability of these ven-
tures. Second, our findings contribute to disadvantage 
theory (Boyd, 2000; Light, 1979) by showing how 
disadvantages associated with poverty can simulta-
neously direct individuals towards entrepreneurship 
while also leading them into potentially problematic 
ventures that cannot provide a pathway out of pov-
erty. While these contrasting effects are suggested by 
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the duality of disadvantage theory, extant research 
has emphasized the tendency of the disadvantaged to 
create informal sector and survival ventures (Boyd, 
2000; Herring, 2004; Webb et al., 2013) without con-
sidering the sustainability of these ventures. Further-
more, we shed light on how understanding the nature 
of such disadvantages can provide direction for gen-
erating more sustainable ventures. Third, the study 
adds to the entrepreneurial alertness literature (Amato 
et al., 2017; Gaglio & Katz, 2001). Alertness has been 
associated with the number and quality of opportu-
nities identified by entrepreneurs, their tendency to 
launch ventures, as well as the innovativeness and 
performance of these ventures (van Gelderin, 2008; 
Shane et al., 1991; Tang, 2012). This is the first work 
to highlight its critical role in overcoming disadvan-
tages that derive from the poverty experience. Given 
that alertness can be taught and improved, the results 
suggest individuals affected by scarcity can develop 
capabilities that empower them to create sustainable 
ventures. These findings have important implications 
for entrepreneurship policy and education.

1 � Research background

While a number of scholars have theorized about 
issues at the poverty and entrepreneurship interface 
(e.g., Bruton et  al., 2015; Nakara et  al., 2021; Neu-
meyer et  al., 2021), most have not positioned their 
approach within an established theoretical frame-
work. An exception is Santos et al. (2019), who used 
empowerment theory to explain how entrepreneur-
ship can foster motivation to overcome a sense of 
powerlessness, a lack of resources, and limited auton-
omy and ultimately can help individuals gain control 
over their lives. Similarly, Shepherd et al. (2021) have 
used the status-attainment theory to understand how 
entrepreneurs living in Indian slums could derive a 
sense of worth from entrepreneurship and how their 
poverty experience compelled greater education for 
their children. Thus, prior studies have highlighted 
the importance of poverty entrepreneurship while 
also recognizing that poverty circumstances put the 
poor at a disadvantage in the entrepreneurial context 
(Bruton et al., 2021). As such, a theory of disadvan-
tage is valuable for understanding the poverty and 
entrepreneurship interface.

Disadvantage theory from sociology (Boyd, 2000; 
Light, 1979) holds some promise in this regard, par-
ticularly in its focus on disadvantage resulting from 
poverty, economic exclusion, and discrimination. The 
theory emphasizes the duality of disadvantage when 
it comes to behavior, where disadvantage serves as 
motivator and inhibitor. On the one hand, disadvan-
tage can provide a motivation for an individual to 
pursue entrepreneurship as he or she is less competi-
tive for attractive job opportunities in the mainstream 
economy. This has been referred to as labor market 
disadvantage, and it leads individuals to strike out on 
their own. While the term injunctification has been 
used to capture a tendency to accept the status quo 
when in disadvantaged circumstances (Kay et  al., 
2009), researchers have noted a motivation tied to 
disadvantage that enables the person to transcend 
their circumstances, escape the status quo, and real-
ize the fruits of their labors (Krishna, 2004; Williams 
et al., 2017). Individuals are unwilling to become vic-
tims of their circumstances, and, in some instances, 
their motives are altruistic, wanting something bet-
ter for their families and the next generation (Rock-
inson-Szapkiw et  al., 2016). Hence, disadvantage 
can induce a drive for success (John & Poisner 2016; 
Morris & Tucker, 2021).

When it comes to entrepreneurship, disadvantage 
as motivator suggests that the downsides of poverty 
can serve to enhance the relative attractiveness of 
venture creation, particularly where disadvantage 
results in less attractive options such as unemploy-
ment, significant underemployment, or jobs with 
subpar wages (Morris et  al., 2022). Furthermore, a 
person in disadvantaged circumstances has a greater 
tendency to pursue risk-assumptive behavior, such as 
venture creation, particularly when perceiving they 
have little to lose (Sadler, 2000; Walton, 2018). In 
addition, as the individual makes progress in pursuing 
a venture, they are motivated to persevere in building 
on those results to ultimately find a pathway out of 
their disadvantaged circumstances (Krishna, 2004). 
At the same time, there is some evidence that, when 
the disadvantaged start ventures, the venture can 
become an end in itself, where the entrepreneur is 
motivated by the desire to be his/her own boss, and 
profit-making is less of a consideration (Wong, 1977; 
Silverman, 1999).

On the other hand, disadvantage can serve as an 
inhibitor when it produces constraints or barriers, 
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particularly where it limits the ability and/or willing-
ness of the individual to act. At least four disadvan-
tage-related constraints have been identified: inad-
equate resources, insufficient capabilities, limits on 
access to a given opportunity, and diminished self-
perceptions of one’s potential and place in society. 
Poverty conditions often produce all four of these 
constraints (Morris, et  al., 2022; Payne et  al., 2006; 
Wilson, 2012). Furthermore, when the person in pov-
erty is part of a minority or ethnic group, entrepre-
neurship researchers have found evidence of opportu-
nity-limiting discrimination from a range of different 
stakeholders (Jackson et  al., 2018; Kuppuswamy & 
Younkin, 2020; Younkin & Kuppuswamy, 2019).

Such constraints can deter the poverty entrepre-
neur from launching businesses altogether, but, when 
a venture is pursued, can influence what actually gets 
created. Constraints can result in a greater tendency 
to launch survival ventures (Boyd, 2000) and busi-
nesses in the informal sector (Herring, 2004; Webb 
et al., 2013). They can result in entrepreneurs taking 
what Butler (1991) refers to as an “economic detour,” 
where they limit the potential of the business by 
focusing only on their immediate networks and peo-
ple with similar backgrounds to their own, and fail to 
penetrate mainstream markets. They believe capital 
constraints and discrimination close opportunities to 
them in the broader economy (Silverman, 1999).

Disadvantage theory has been used to explain the 
entrepreneurial activity of women, immigrants, and 
minorities (Boyd, 2000; Cooper & Dunkelberg, 1987; 
Horton & DeJong, 1991; Light & Rosenstein, 1995). 
Light (1979) relied on this theory to explain increased 
entrepreneurial activity resulting from overurbaniza-
tion as rural residents in developing countries move 
to cities and cannot find work.

In sum, disadvantaged circumstances can push 
the individual toward entrepreneurship while posing 
major challenges when developing their ventures. 
This duality may have important implications for the 
sustainability of the ventures created by the poor, a 
topic that has received little attention. The constraints 
imposed by a poverty background may lead the entre-
preneur to approach the business in ways that pro-
duce more fragile and underperforming ventures. To 
appreciate this possibility, we need to first explore 
the disadvantages created by poverty when launch-
ing a venture and then clarify the concept of venture 
fragility.

1.1 � Disadvantage, poverty, and entrepreneurship

Poverty is a key indicator of social exclusion and 
an underlying characteristic of many of the groups 
examined in disadvantage studies (e.g., Boyd, 2000; 
Butler, 1991; Herring, 2004). The disadvantages 
associated with poverty go well beyond severe finan-
cial constraints (Wilson, 1996). Other aspects of the 
experience that contribute to disadvantage include 
substandard literacy levels and school drop-out rates 
well above the norm (Hernandez, 2011), lack of 
employment opportunities and underemployment in 
labor-intensive and often part-time jobs with no ben-
efits (Morris et al., 2018), inadequate housing condi-
tions and undernutrition (Morland, et al., 2002), food 
insecurity (Piaseu & Mitchell, 2004), chronic medi-
cal conditions and early child mortality (Von Braun 
et  al., 2009), teenage child-bearing and single par-
enthood (Maldonado & Nieuwenhuis, 2015), lack of 
dependable transportation (Chetty & Hendren, 2018), 
constant fatigue (Tirado, 2015), physical insecurity 
(Chronic Poverty Research Centre 2009), segregation 
from much of society (Wilson, 1996), and limited 
social networks (Weyers et al., 2008).

Morris (2020) has attempted to draw implica-
tions from the multidimensional nature of poverty for 
entrepreneurial activity. All entrepreneurs confront 
numerous obstacles as reflected in the liabilities of 
newness and smallness (Hannan & Freeman, 1984; 
Stinchcombe, 1965). However, the poverty experi-
ence can introduce an additional set of obstacles, 
which has been termed the liabilities of poorness. It 
refers to “the potential for failure of a new venture 
due to difficulties encountered that are traceable to 
the characteristics and influences deriving from a 
poverty background” (Morris, 2020, p. 311).

Poverty at its essence is a condition of scarcity. 
Daily choices must be made regarding which bills to 
pay and things that one must go without. The day-to-
day struggle to survive and having to address imme-
diate needs can result in the entrepreneur bringing 
a scarcity mindset to the venture creation process. 
Experienced scarcity has been associated with sub-
optimal decision-making and a short-term orienta-
tion (Mani et al, 2013; Shah et al., 2015). In addition, 
poverty can impose a number of disruptive demands 
that limit one’s ability to focus on building a business 
(Castellanza, 2020; Wilson, 2012). Examples can 
include the threat of eviction from one’s residence, 
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gang violence, unexpected loss of a job, a chronic 
illness afflicting an uninsured family member, or a 
child’s school suspension or arbitrary arrest, among 
other everyday developments. The combination of a 
scarcity mindset and ongoing distractions can com-
promise the abilities to plan ahead, think strategi-
cally, and prepare for contingencies. Such conditions 
can represent a significant liability when attempt-
ing to navigate the complex demands and unantici-
pated developments encountered when developing a 
business.

1.2 � LOP and venture fragility

Poverty conditions can have critical implications for 
the kinds of ventures created by those in poverty. 
Smith-Hunter and Boyd (2004) have suggested that 
labor market disadvantage coupled with resource dis-
advantage explains a tendency for the poor to create 
survivalist or marginal types of enterprises. Morris 
et  al. (2018) argued that poverty conditions lead the 
poor to launch ventures that fall into the “commod-
ity trap.” These are undifferentiated businesses that 
compete on price, are labor-intensive with high unit 
costs, and have limited capacity and small margins. 
They lack technology and key production equipment 
and have limited bargaining power with suppliers and 
customers. In short, disadvantages are likely to make 
the ventures of the poor more vulnerable and fragile, 
particularly following faulty business decisions or 
when encountering shocks and adverse circumstances 
(Van Ginneken, 2005). Fragility suggests the firm is 
less able to withstand these developments and more 
likely to be severely damaged or fail.

The limited literature on organizational fragility 
centers on the financial structures of large, estab-
lished firms that find themselves unable to effec-
tively respond to economic crises. Researchers have 
explored how external threats make firms with risky 
balance sheets and few liquid assets more subject 
to financial collapse (Cueva et  al., 2017; Den Haan 
et al., 2003). Fragility indicates that adverse circum-
stances can render the organization unable to perform 
its functions and meet the demands of stakeholders 
(Cómbita Mora, 2020; Wiklund et al., 2010).

Among the few fragility studies involving small 
firms, Bottazzi et  al. (2006) found the very smallest 
Italian businesses to be more fragile than firms in 
general. Madi (2013) explored how the relative fra-
gility of micro and small enterprises in Brazil limited 
their ability to take advantage of the recovery fol-
lowing a global economic crisis. Bartik et al. (2020) 
demonstrated how the COVID-19 pandemic revealed 
higher than expected levels of small business fragility.

As a dispositional property, we need to better 
understand the role of fragility in businesses created 
by those in poverty and the extent to which poverty 
circumstances contribute to this fragility. This brings 
us to the current research.

1.3 � Model and hypotheses

How do the disadvantages conveyed by poverty 
influence the manner in which venture creation is 
approached and the fragility of the ventures created? 
To address this question, we propose the research 
model presented in Fig.  1. Here, LOP is captured 
by two elements that have received considerable 

Fig. 1   Research model
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attention in the poverty literature, experienced scar-
city and a compromised ability to focus (Banerjee & 
Mullainathan, 2008; Bryan et  al., 2017; Mullaina-
than & Shafir, 2013). Its impact on venture fragility 
is moderated by entrepreneurial alertness, or the indi-
vidual’s ability, regardless of their resource endow-
ment, to better recognize opportunities.

Experienced scarcity can lead an individual to 
adopt a short-term orientation (Mani, et  al, 2013). 
Shah et al., (2012, p. 682) argued that “scarcity cre-
ates its own mindset, changing how people look at 
problems and make decisions.” Immediate problems 
consume a disproportionate amount of the individu-
al’s time, effort, and financial resources. Planning, 
anticipating, and preparing for future developments 
and needs and adopting a more strategic orientation 
become quite difficult (Banerjee & Mullainathan, 
2008; Bryan et  al., 2017; Wilson, 1996, 2012). In a 
venture context, the entrepreneur becomes more reac-
tive or tactical in orientation, simply trying to address 
pressing operational needs. This sort of reactive, 
short-term perspective can make it difficult to think 
more holistically about where the business is going, 
set resources aside for contingencies, and build the 
sorts of sustained relationships that will enable the 
business to respond to threats and navigate through 
difficult times. A preoccupation with immediate prob-
lems can also mean the entrepreneur is not develop-
ing the knowledge and capabilities associated with 
key roles that must be filled within the enterprise, 
particularly roles unrelated to the problems at hand 
(Baum, 1996; George, 2005). Without sufficient plan-
ning, the firm cannot achieve economies in procure-
ment and production. Such planning is also critical 
for the development of effective routines and proce-
dures over time (Gong et al., 2004). As a result, the 
business is less prepared for adverse developments 
and its long-term sustainability is at risk.

A scarcity mindset is coupled with the difficul-
ties the entrepreneur has in focusing on the busi-
ness. The poverty experience can introduce a range 
of distractions into the daily lives of entrepreneurs 
(Bryan et  al., 2017; Morris, 2020). It becomes dif-
ficult to concentrate on the venture and dedicate the 
amount of time required if one is coping with medi-
cal emergencies, food shortages, threat of eviction 
from one’s home, shutoff of utilities, or criminal 
violence, among other nonbusiness demands. While 
the liability of newness suggests significant learning 

must take place as the entrepreneur assumes the 
numerous roles that come into play when building 
a business (Baum, 1996), these nonbusiness distrac-
tions undermine the ability to learn. Lack of com-
plete focus on the enterprise is also likely to produce 
operational inefficiencies, less planning, and reduced 
bargaining power with stakeholders. Activities asso-
ciated with key roles in the business may not receive 
attention, while the ability to formalize and adhere 
to key routines can be compromised. The legitimacy 
of the business can suffer as stakeholders question 
the entrepreneur’s dedication (Fisher et  al., 2017). 
The result is a more fragile venture. Fragility in this 
context suggests that the LOP has made the ven-
ture more vulnerable to adverse internal or external 
developments and is unable to adequately respond 
when they occur. As a result, the venture becomes 
less able to perform key functions (Cómbita Mora, 
2020; Wiklund et al., 2010). The entrepreneur strug-
gles to afford inventory, pay expenses, meet payroll 
demands, serve customer needs, retain employees, 
maintain marketing efforts, or sustain relationships 
with external stakeholders (Morris et  al., 2022). 
Faced with any sort of external threat, the absence 
of resource slack can force the entrepreneur to 
reduce capacity, sell assets, or otherwise undermine 
the ability to create value. The firm becomes more 
constrained, less competitive, and less economically 
viable (Madi, 2013). Based on this discussion, we 
hypothesize:

H1: The entrepreneur’s LOP, as reflected in 
experienced scarcity and nonbusiness distrac-
tions, increases their venture’s fragility, such 
that higher levels of LOP are associated with a 
more fragile venture.

Entrepreneurial alertness (EA) refers to the cog-
nitions and behaviors that enable an individual to 
recognize opportunities (Gaglio & Katz, 2001). It 
involves the ability to scan and search for informa-
tion, connect disparate pieces of information, and 
make evaluations regarding the existence of prof-
itable business opportunities (Tang et  al., 2012). 
Researchers have identified a range of situational 
(e.g., quality of social networks) and personal 
(e.g., experience, values, and traits) factors that can 
influence alertness (Pirhadi et  al., 2021; Sharma, 
2019). EA has been shown to be instrumental in 
achieving entrepreneurial outcomes in various 
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contexts (Amato et al., 2017). Where the entrepre-
neur demonstrates greater alertness, opportunities 
for starting a venture and addressing setbacks as it 
develops are more readily recognized.

The poverty experience can constrain an indi-
vidual’s opportunity horizon (Alvarez & Barney, 
2014; Morris et  al., 2018). According to Berkman 
(2015), poverty restricts a person’s vision of what 
might be possible. It limits the information con-
tent to which one is exposed and imposes rules 
and norms regarding how things are done and how 
one gets ahead (Welter, 2011). However, aspects 
of the poverty experience might actually stimulate 
the individual’s alertness to opportunities (Light 
& Rosenstein, 1995). Examples include the ongo-
ing need for creative solutions on how to feed or 
clothe one’s family when there is no money or the 
resiliency that results from confronting ongoing 
setbacks. Hence, while we might expect the pov-
erty context to dampen one’s alertness (Chavoushi 
et al., 2021; Dana, 2007), differences in the relative 
levels of EA among those in poverty could have 
important implications. We posit that, when these 
levels are higher, EA can help reduce the negative 
impacts of the LOP when developing a venture.

EA can enable individuals in poverty to recog-
nize more promising opportunities. It enables them 
to develop behavioral patterns (e.g., asking ques-
tions, following the news, and searching for infor-
mation) and cognitive abilities (e.g., connecting the 
dots, seeing environmental trends, and identify-
ing patterns) through practice and social learning 
and leverage them to overcome challenges result-
ing from the LOP. For example, there is evidence 
suggesting that alertness serves as a vehicle for 
approaching problem-solving from a more stra-
tegic (Roundy et  al., 2018), anticipatory (Neneh, 
2019; Obschonka et  al., 2017), and forward-look-
ing (Tang et  al., 2012) perspective, each of which 
could offset the short-term orientation resulting 
from scarcity and the reactiveness that results from 
nonbusiness distractions. This discussion produces 
the following hypothesis:

H2: The positive effect of the entrepreneur’s 
LOP on their venture’s fragility is negatively 
moderated by EA, such that higher levels of 
EA reduce the positive influence of the LOP 
on venture fragility.

2 � Research methodology

2.1 � Data and sample

A cross-sectional survey methodology was employed 
to test the research model. A self-report question-
naire was designed and administered to early-stage 
entrepreneurs who come from a poverty background. 
Access to the desired sample was facilitated by col-
laboration with a national program that seeks to 
empower low-income entrepreneurs in urban areas. 
This program leverages community resources in a 
number of cities to provide individuals who are often 
underserved by local entrepreneurial ecosystems with 
education, mentoring, and related support to help 
them start and develop businesses. We reached out to 
the population of 460 participants in this program in 
four cities during a 4-month period in early 2021. The 
cities were selected to reflect different geographic 
regions (the South, West, East, and Midwest) of the 
United States. Given reported problems in generating 
responses from low-income and disadvantaged sub-
jects (Jackson & Ivanoff, 1998; Jang & Vorderstrasse, 
2019), an incentive in the form of a $15 gift card was 
offered for participation. From this total, 226 indi-
viduals responded to the questionnaire, representing 
a response rate of 49%. After eliminating 24 surveys 
due to incompleteness, 202 surveys were used in the 
analysis.

Within the final sample, 75% of responding entre-
preneurs were female, a proportion similar to the over-
all makeup of the multicity program (see Table  2). 
The average age of respondents was 41  years. The 
number of family members living with the entrepre-
neur ranged from zero to eight (average of 2.7). The 
average venture age was 3.64 years.

3 � Measures

3.1 � Dependent variable

Conventional financial ratios and related measures 
from financial statements employed in fragility stud-
ies (e.g., Bruneau et  al., 2012; Tuzcuoğlu, 2020) 
tend not to be available for the ventures of the poor. 
As a result, we relied upon subjective indicators of 
fragility, similar to but more extensive than those 
utilized by Bartik et  al. (2020). We consider three 
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major characteristics from the literature that deter-
mine the extent to which a business is fragile (Bru-
neau et al., 2012; Cómbita Mora, 2020; Stonebraker 
et  al., 2007). First, we measured a venture’s “abil-
ity to handle expenses” as a proxy for the business 
liquidity by asking four binary questions. Specifically, 
we asked the participants to determine, based on the 
amount of money in their business bank account, 
whether they could cover a $500 increase in operat-
ing expenses, including business rent; pay for a $1000 
piece of important equipment; take advantage of a 
key market opportunity for their business that would 
require spending $5000; and purchase a used vehicle 
for the business that costs $10,000. The responses to 
these four questions were summed to determine the 
business’s ability to spend cash and cover expenses. 
Second, we measured the business’s “ability to gen-
erate profit” by asking participants approximately 
how much profit they earned each month over the 
past 6  months. The entrepreneurs could choose 
from five options: “none, we have just been break-
ing even or losing money in some months,” “a small 
monthly profit, under $1,000 per month,” “a moder-
ate monthly profit, under $5,000 per month,” “a pretty 
good profit, under $10,000 per month,” or “we have 
done well, making more than $10,000 in profit per 
month.” Finally, we measured the business’s “ability 
to raise external funding” by asking participants, “if 
you needed to raise money for your business today, 
which of the following best describes your situation?” 
Entrepreneurs could choose from four options: “at 
present it would be very hard for me to qualify for a 
bank loan,” “I could probably qualify for a small bank 
loan (under $10,000),” “I could probably qualify for 
a bank loan of up to $50,000,” or “I could probably 
qualify for a bank loan of up to $100,000 or more.” 
These three measures were standardized and aver-
aged to form an overall measure of “venture fragil-
ity,” where a higher score indicates a more fragile 
business.

3.2 � Independent variable

LOP is a reflective construct that captures a multifac-
eted phenomenon (Morris, 2020; Roux et  al., 2015; 
Shah et al., 2015). We focused on two major dimen-
sions of LOP that represent unique aspects of living 
in poverty, namely, “experienced scarcity” and “non-
business distractions.” Bryan et al. (2017) argued that 

these represent two of the most well-documented psy-
chological phenomena observed among those living 
in poverty circumstances. To measure experienced 
scarcity, we developed a set of 11 items that capture 
how scarcity is related to the ability to address basic 
needs (Chakravarty & D’Ambrosio, 2006; DeSousa 
et al., 2020). Sample items include “I have not sought 
the health/medical care I needed because I could not 
afford it” and “I sometimes have gone hungry because 
I could not afford to buy more food.” To measure 
nonbusiness distractions, six items were employed 
that reflect critical life demands when experiencing 
poverty (Mark et  al., 2018; Reinholdt-Dunne et  al., 
2013). Examples include “I am often distracted by 
outside demands that make it hard to shift my atten-
tion back to the business” and “there are issues in my 
life which take my attention away from my business.” 
All items were measured using a 5-point Likert scale 
(“1 = strongly disagree” to “5 = strongly agree”).

3.3 � Moderating variable

A commonly used scale developed by Tang et  al. 
(2012) was adopted to measure EA. The scale meas-
ures three dimensions of EA: scanning and search, 
association and connection, and evaluation and 
judgment. All items were measured using a 5-point 
Likert scale (“1 = strongly disagree” to “5 = strongly 
agree”).

3.4 � Control variables

Personal and business-related control variables were 
included in the analysis. At the individual level, the 
effects of participant’s age, gender, and family size 
were accounted for, as they have been shown to 
impact an individual’s ability to run a business (e.g., 
Gielnik et  al., 2017; Rosa et  al., 1996a, 1996b). In 
addition, the effects of venture age and venture size 
were controlled for. Younger and smaller ventures 
are inherently more fragile because they are subject 
to the liabilities of newness and smallness (Aldrich & 
Auster, 1986). We included two measures of venture 
size—the numbers of full-time and part-time employ-
ees—because these two employee categories have 
differing implications for a business (Soto‐Simeone 
et al., 2020).
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4 � Analysis and results

4.1 � Measurement model

An exploratory factor analysis (EFA) was performed 
to explore the data structure. Higher than recom-
mended thresholds of the Kaiser–Meyer–Olkin 
(KMO) measure of sampling adequacy (KMO > 0.5) 
and significance of Bartlett’s test of sphericity 
(p < 0.001) suggested the data is suitable for factor 
analysis (Thompson, 2004). With the EFA, items 
with higher-than-0.5 factor loadings on the first prin-
cipal component were chosen for each of the con-
structs (three items for venture fragility, six items 
for each component of LOP, and all items of EA). 
Then, a confirmatory factor analysis (CFA) was per-
formed using the main latent constructs and their 
observed items to finalize our measures. Given the 
sample size and number of constructs, the measure-
ment model was optimized by eliminating items with 
relatively lower factor loadings to ensure convergence 
of the structural equation model. This scale purifica-
tion technique for multi-item measures is a common 
practice (Wieland et  al., 2017). Table 1 presents the 
final set of items, standard factor loadings, average 
variance extracted (AVE), and Cronbach’s alphas for 
each construct. Significant and higher-than-0.4 factor 
loadings for all items suggest satisfactory convergent 
validity. In addition, the AVE for each construct was 
above 0.4 and higher than its common variance with 
any other construct, which indicates the discriminant 
validity thresholds were satisfied (Fornell & Larcker, 
1981). The alphas for all constructs were also above 
0.7, suggesting appropriate measure reliability. 
Moreover, the common fit indices for the CFA model 
(chi-square/degree of freedom = 1.62, CFI = 0.93, 
NNFI = 0.92, AGFI = 0.83, RMSEA = 0.05, and 
SRMR = 0.06) indicate acceptable fit between the 
measurement model and the data (Hooper et  al., 
2008). Overall, these results suggest valid and reliable 
measures that can be used for hypothesis testing.

4.2 � Common method variance test

Common method bias (CMB) tends to reduce the 
estimation of interaction effects (i.e., interaction 
effects are not artifacts of CMB). Hence, CMB is gen-
erally not a major concern in studies, such as the cur-
rent one, that investigate interactions (Siemsen et al., 

2010). Still, Harman’s single factor test was adopted 
to examine CMB issues. An EFA was performed 
using all measures while restricting the number of 
extracted factors to one. CMB can be a major concern 
if EFA results show that a significant part of the vari-
ance (> 50%) in the data is explained by a single fac-
tor (Podsakoff et al., 2003). Results indicated that less 
than 16% of the variance could be explained by one 
factor, suggesting no major CMB concerns.

4.3 � Hypotheses testing

Descriptive statistics and correlations for all variables 
can be found in Table 2. Positive and significant cor-
relations between both firm age and size and venture 
fragility suggest that, as expected, older and larger 
businesses are less fragile compared to younger and 
smaller ones. We standardized all variables and used 
hierarchical linear regression analysis for hypothesis 
testing.

The analysis includes regression models built 
along three hierarchical steps. The base model 
includes all control variables. The main-effect model 
is formed by adding the main variables (i.e., LOP 
and EA) to the base model, and the contingency 
model includes an additional term for the interac-
tion between LOP and EA. Regression assumptions 
were checked using common diagnostics and the sig-
nificance of the R2 change was examined using the F 
test. Variance inflation factors (VIFs) were less than 
the suggested thresholds (VIFs < 1.17), indicating no 
multicollinearity issue with the models (Hair et  al., 
1998).

Table  3 presents the results for the hierarchi-
cal regression analysis. The base model (R2 = 0.144, 
p < 0.001) explained 14.4% of the variance in ven-
ture fragility. As expected, the regression results sug-
gest that venture age has a marginally significant and 
negative influence on fragility (β =  − 0.12, p < 0.1), 
meaning that older firms tend to be less fragile. 
Regarding venture size, the results indicated no sig-
nificant relationship between number of full-time 
employees and fragility (β =  − 0.07, p > 0.1), but they 
did indicate a significant negative link between num-
ber of part-time employees and fragility (β =  − 0.18, 
p < 0.05). These results are potentially important as 
they suggest employing part-time employees might 
be a more effective strategy for improving venture 
fragility, compared to full-time employees, as it 
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provides greater flexibility and cost efficiency. Fur-
ther, the relationship between gender and fragility is 
significant and positive (β = 0.26, p < 0.001), suggest-
ing ventures run by women are more fragile.

The main-effect model (R2 = 0.205, p < 0.001) 
can explain the 6.1% additional variance in venture 

fragility (ΔR2 = 0.061, < 0.01). The model indicates 
that LOP has a significant and positive relationship 
with venture fragility (β = 0.24, p < 0.01). This result 
provides strong support for H1. In addition, the con-
tingency model (R2 = 0.221, p < 0.001) can explain 
the 1.6% additional variability in venture fragility 

Table 1   Measurement models

Fit indices: χ2/degree of freedom = 1.62, CFI = 0.93, NNFI = 0.92, AGFI = 0.83, RMSEA = 0.05, and SRMR = 0.06

Item description Loading (t-score)

Experienced scarcity (AVE = 0.43, Cronbach’s α = 0.79)
I have not sought the health/medical care I needed because I could not afford it 0.62 (11.37)
I have had to move in with friends/family because I could not afford to live on my own 0.62 (11.58)
I sometimes go hungry because I cannot afford to buy more food 0.69 (14.07)
I buy less nutritious foods because I cannot afford healthier options 0.70 (14.59)
When thinking about buying something, I am always forced to consider other things I won’t be able to buy 0.63 (11.86)

Nonbusiness distraction (AVE = 0.60, Cronbach’s α = 0.88)
External demands make it difficult for me to focus on developing my business 0.73 (19.60)
There are issues in my life which take my attention away from my business 0.74 (19.66)
When I am working hard on my business, I still get distracted by demands outside the business 0.74 (19.69)
I am often distracted by outside demands that make it hard to shift my attention back to the business 0.84 (31.20)
It’s very hard for me to concentrate on my business when there are other things requiring my attention 0.83 (29.49)

Liability of poorness (AVE = 0.45, Cronbach’s α = 0.84)
Experienced scarcity 0.40 (3.11)
Nonbusiness interactions 0.86 (3.65)

Scanning and search (AVE = 0.51, Cronbach’s α = 0.83)
I always keep an eye out for new business ideas when looking for information 0.62 (13.17)
I read news, magazines, or trade publications regularly to acquire new information 0.62 (13.04)
I browse the Internet every day 0.56 (10.72)
I am an avid information seeker 0.80 (26.08)
I am always actively looking for new information 0.92 (45.69)

Association and connection (AVE = 0.60, Cronbach’s α = 0.82)
I see links between seemingly unrelated pieces of information 0.75 (18.91)
I am good at “connecting dots” 0.79 (21.57)
I often see connections between previously unconnected domains of information 0.78 (21.12)

Evaluation and judgment (AVE = 0.63, Cronbach’s α = 0.82)
I can distinguish between profitable opportunities and not-so-profitable opportunities 0.79 (21.56)
I have a knack for telling high-value opportunities apart from low-value opportunities 0.94 (29.76)
When facing multiple opportunities, I am able to select the good ones 0.62 (12.67)

Entrepreneurial alertness (AVE = 0.60, Cronbach’s α = 0.88)
Scanning and search 0.91 (14.78)
Association and connection 0.84 (13.61)
Evaluation and judgment 0.52 (7.88)

Venture fragility (AVE = 0.46, Cronbach’s α = 0.70)
Ability to handle expenses 0.79 (12.63)
Ability to generate profit 0.68 (10.97)
Ability to raise external funding 0.52 (8.01)
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(ΔR2 = 0.016, p < 0.05). The interaction between 
LOP and EA has a significant and negative relation-
ship with venture fragility (β =  − 0.13, p < 0.05). This 
indicates that EA can weaken the positive influence 
of LOP on venture fragility, providing strong support 
for H2.

We further examined this interaction effect by 
drawing graphs for the effect of LOP on venture 

fragility for low, medium, and high (− 1, 0, and + 1 
standard deviation) levels of EA. As illustrated in 
Fig. 2, higher levels of LOP lead to the emergence of 
more fragile businesses and the slope of line is steeper 
when EA is lower, which suggests a stronger positive 
effect of LOP on venture fragility. Table  4 provides 
the conditional effects of LOP on venture fragil-
ity at low, medium, and high values of EA (Hayes, 

Table 2   Descriptive analysis

+ p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001

Mean SD 1 2 3 4 5 6 7 8

1. Venture fragility 0.00 0.79
2. Venture age 3.64 4.50  − 0.15*
3. Venture size—full-time employees 0.97 1.29  − 0.11+ 0.12*
4. Venture size—part-time employees 0.90 1.72  − 0.23*** 0.12+ 0.27***
5. Age 40.96 10.63  − 0.02 0.27*** 0.04 0.10+

6. Gender 0.79 0.41 0.29***  − 0.05 0.03  − 0.15* 0.09+

7. Household size 2.71 1.50 0.01 0.08 0.21** 0.23** 0.00  − 0.01
8. Liability of poorness (LOP) 2.98 0.76 0.24***  − 0.13*  − 0.09 0.03  − 0.02  − 0.05 0.01
9. Entrepreneurial alertness (EA) 3.82 0.57  − 0.12* 0.03 0.07 0.04  − 0.10+  − 0.11+ 0.00  − 0.07

Table 3   Results for regression analysis

Standardized regression coefficients are reported
N = 202, +p < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001

Variables Base model Main-effect model Contingency  
model

Controls β S.E β S.E β S.E

▪Venture age  − 0.12+ 0.07  − 0.08 0.07  − 0.08 0.07
▪Venture size—full-time employees  − 0.07 0.07  − 0.05 0.07  − 0.04 0.07
▪Venture size—part-time employees  − 0.18* 0.07  − 0.19** 0.07  − 0.19** 0.07
▪Age 0.01 0.07 0.00 0.07 0.01 0.07
▪Gender 0.26*** 0.07 0.27*** 0.07 0.27*** 0.07
▪Household size 0.08 0.07 0.07 0.07 0.07 0.07
Main effects
▪Liability of poorness (LOP) 0.24*** 0.07 0.27*** 0.07
▪Entrepreneurial alertness (EA)  − 0.07 0.07  − 0.07 0.07
Interaction effect
▪LOP × EA  − 0.13* 0.06
Models
ΔR2 0.144*** 0.061** 0.016*
R2 0.144 0.205 0.221
Adjusted R2 0.117 0.172 0.185
F 5.460*** 6.208*** 6.056***
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2017). As shown in Table  4, LOP has a stronger 
positive effect on venture fragility when EA is low 
(β = 0.3979, p = 0.0001) compared to when EA is 
medium (β = 0.2724, p = 0.0001) or high ((β = 0.1469, 
p = 0.0631). As another robustness test, we performed 
a slope difference test suggested by Dawson (2014) to 
examine whether the effect of LOP on venture fragil-
ity is significantly higher than zero for low and high 
levels of EA and found consistent results that show 
the effect is stronger and significant when EA is low 
(β = 0.40, p = 0.0001), and weaker and non-significant 
when EA is high (β = 0.15, p = 0.10). In fact, the non-
significant slope difference test for high levels of EA 
may suggest that the destructive effects of LOP on 
venture fragility can be totally avoided if the entre-
preneur can develop high levels of EA. In sum, ven-
tures run by entrepreneurs who experience similar 
levels of LOP may suffer from varying levels of fra-
gility depending on their EA; the more entrepreneuri-
ally alert entrepreneurs are, the less their ventures are 
fragile because of their LOP.

5 � Discussion

Poverty continues to have a pervasive impact on 
people’s lives across the globe (World Bank, 2021), 
with entrepreneurship proposed as a potential solu-
tion (Amorós et al., 2021; Sutter et al., 2019). This 
study has sought to examine how situational char-
acteristics of poverty, as reflected in the LOP, influ-
ence ventures created by the poor. Where much of 
the empirical work on poverty and entrepreneurship 
has focused on developing economies, we focused 
on a developed economy context, where poverty 
rates have not meaningfully declined over 50 years. 
Using disadvantage theory, we generated a sam-
ple of entrepreneurs from poverty backgrounds to 
examine how the experience of scarcity and the 
nonbusiness distractions resulting from poverty 
conditions influence venture fragility. The results 
aligned with our research model and hypotheses. 
Both of these LOP factors lead entrepreneurs to cre-
ate ventures that are more fragile. We further probe 

Fig. 2   Interactive effect of LOP and entrepreneurial alertness on venture fragility

Table 4   Conditional effects 
of LOP on venture fragility 
at low/medium/high values 
of entrepreneurial alertness

Entrepreneurial alertness Conditional effect S.E t value p value LLCI ULCI

Low (− 1.00) 0.3979 0.1028 3.8698 0.0001 0.1951 0.6007
Medium (0.00) 0.2724 0.0671 4.0625 0.0001 0.1401 0.4046
High (1.00) 0.1469 0.0786 1.8693 0.0631  − 0.0081 0.3019
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this relationship by examining a moderating effect. 
The results suggest higher levels of EA can lessen 
the impact of LOP on fragility. Thus, EA appears 
to compensate for the deleterious impact of poverty 
conditions on how the entrepreneur approaches ven-
ture creation.

This study highlights the importance of a focus 
on venture fragility for advancing knowledge at the 
poverty and entrepreneurship interface. Research on 
small business fragility is quite limited. Based on the 
liabilities of newness and smallness (Hannan & Free-
man, 1984; Stinchcombe, 1965), it can be argued that 
early-stage ventures are inherently fragile, at least 
more so than larger, better-established firms. Yet we 
find variability in fragility across our sample, suggest-
ing there may be actions entrepreneurs can take which 
affect relative fragility, even in severely resource-con-
strained contexts. The abilities to set aside time for 
planning, not compromise future prospects by focus-
ing purely on immediate needs, approach decision-
making from a more holistic and strategic vantage 
point, and maintain focus in the face of significant 
nonbusiness demands would appear critical for devel-
oping a more resilient enterprise.

The importance of fragility as an outcome war-
ranting study is that it represents an ongoing state 
that reflects the extent to which the business is in seri-
ous trouble when the inevitable threat or unexpected 
development materializes. Other performance meas-
ures at a given point in time may not accurately reflect 
how precarious the business is. Significant revenue 
and profit declines following some disruptive event 
can be symptomatic of a business that is inherently 
more fragile, and it is this fragility that requires atten-
tion if the organization is to become more sustainable 
from a sales or profit vantage point. Fragility suggests 
the business cannot respond adequately to setbacks or 
disruptions and is unlikely to be sustainable.

In addition, our findings advance disadvantage the-
ory by showing how liabilities associated with pov-
erty can directly extend to the venture creation pro-
cess and can compromise the ability of these ventures 
to provide a pathway out of poverty. Prior scholarship 
has suggested that disadvantages associated with pov-
erty can induce poor decision-making, resulting in 
sustained poverty and circumstances that keep indi-
viduals from pursuing entrepreneurship (Bryan et al., 
2017; Sheehy-Skeffington & Rea, 2017). The cur-
rent research goes a step further to demonstrate that 

when entrepreneurship is pursued, the result can be 
more fragile ventures, suggesting that more attention 
be placed on the situational constraints of poverty and 
their impacts across the venture development process.

As a possible extension of disadvantage theory, 
we see the dual aspect of disadvantage at work; fur-
thermore, we see that these dual forces are operating 
simultaneously and against one another. Disadvan-
tage both drives and inhibits the individual, where the 
net effect is the creation of something new, but some-
thing that is marginalized in terms of constrained 
potential. Disadvantage creates a kind of dialectic, 
where the drive to rise above poverty is in opposi-
tion to the way one thinks and one’s ability to focus. 
While our emphasis has been on disadvantage, pov-
erty also can produce certain assets, such as the moti-
vation to escape poverty, resiliency from dealing with 
setbacks, and creativity in finding ways to survive and 
support a family (Light & Rosenstein, 1995; Morris 
& Tucker, 2021; Wilson, 2012). In a sense, poverty 
assets are in conflict with poverty liabilities.

This brings us to alertness. There were entrepre-
neurs in our sample with higher levels of EA, where 
alertness contributed to making ventures less fragile. 
For its part, EA represents an individual-level capa-
bility that does not directly address disadvantage-
induced fragility; instead, it interacts with the effects 
of poverty in ways that serve to counter the liability 
and perhaps accentuate the assets. While we did not 
measure the latter possibility, this is an important 
question for future research. It appears that the inhib-
iting aspects of disadvantage can push the individual 
into entrepreneurship (sometimes but not always out 
of necessity), often producing more marginal busi-
nesses, while the motivating aspects of disadvan-
tage can pull the individual toward opportunity and 
creation of more sustainable ventures. As such, the 
linkage between disadvantage and opportunity rec-
ognition warrants further investigation (Alvarez & 
Barney, 2014; Baron & Ensley, 2006).

Our findings add to the literature on EA (Tang 
et  al., 2012), suggesting that alertness can be lever-
aged as a resource among poverty entrepreneurs, 
allowing them to expand the range of possibilities 
for their ventures. This implies that, while poverty 
might be a situational phenomenon, there are indi-
vidual-level factors that can offset the disadvantages 
associated with poverty. The challenge is to develop 
richer insights into how the depth and breadth of the 
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opportunity horizons of those in poverty contexts can 
be expanded. Furthermore, new insights are needed 
into how to nurture among the disadvantaged the cog-
nitive abilities and behavioral patterns required for 
EA (Hajizadeh & Zali, 2016; Ozgen & Baron, 2007). 
Empowering these individuals to expand their oppor-
tunity horizons and see more possibilities in their 
lives can complement public efforts to remove insti-
tutional barriers that cause social exclusion and dis-
crimination, thereby helping to develop a more equal 
and inclusive society.

Our findings regarding gender are also notewor-
thy. The fact that women entrepreneurs in our sam-
ple created more fragile businesses is consistent 
with previous findings. Different studies have found 
that female-owned firms were more likely than those 
owned by males to close, and had lower levels of 
sales, profits, and employment  (Kalleberg & Leicht, 
1991; Robb & Wolken, 2002; Robb, 2002; Rosa et al., 
1996a, 1996b). While these performance differences 
have been attributed to race, education and training, 
work experience, access to capital, and type of indus-
try (see Fairlie & Robb, 2008 for a comprehensive 
review), poverty represents an additional explana-
tion. Hence, the disadvantages confronted by women 
in general would appear to be exacerbated by pov-
erty conditions, consistent with our arguments about 
the liabilities of poorness. As the literature stresses 
the emphasis by women entrepreneurs on balance 
between work demands and family (e.g., Agarwal 
& Lenka, 2015; Coleman, 2016), the difficulties in 
focusing on the business due to family-related dis-
tractions (e.g., effects on family members of chronic 
illness, food scarcity, gang influences, physical inse-
curity, and so forth) might be especially important in 
this regard.

Turning to implications for practice, the poor begin 
at a disadvantage when they launch ventures. This 
disadvantage is exacerbated by the lack of infrastruc-
ture in poorer communities and the failure of entre-
preneurial ecosystems to adequately support those in 
poverty (Neumeyer et al., 2019; Weyers et al., 2008). 
Part of the challenge here is the need to tailor assis-
tance and support to reflect the LOP and its implica-
tions for the creation of sustainable enterprises.

Experienced scarcity represents a case in point. 
If exposed to a prolonged period of scarcity, where 
one is preoccupied with short-term family survival, 
tradeoffs must regularly be made in what expenses 

are paid, and immediate exigencies take precedence 
over consideration for the longer-term implications of 
decisions. Forced to confront a host of novel issues 
in an unfamiliar context (i.e., a start-up venture), the 
entrepreneur struggles to take the kinds of actions 
that will produce a sustainable enterprise. It is not 
enough to tell the entrepreneur how important it is 
to plan or engage in strategic thinking. Assistance is 
needed in setting priorities, knowing what can and 
cannot be sacrificed in the short term, recognizing 
the interdependencies among decisions in different 
areas of a business, and understanding intermediate 
and longer-term costs of trade-off decisions. Training, 
mentoring, and other forms of support can also help 
the entrepreneur appreciate the kinds of short-term 
actions that can lessen venture fragility.

Similar implications can be drawn regarding non-
business distractions. The single mother who is work-
ing two part-time jobs while attempting to develop 
a business struggles to find the time to creatively 
leverage resources, develop novel marketing meth-
ods, or try a new production approach. She is not 
only the prime source of labor in what is typically a 
labor-intensive business, but is distracted by a host of 
poverty-related circumstances This represents a sce-
nario where more enlightened public policies com-
bined with local ecosystems that are more poverty-
inclusive can play a significant role. Whether through 
subsidized childcare, income subsidies tied to venture 
progress, vouchers to cover the costs of part-time 
employees through the first two years of a venture, 
mentor–protégé programs connecting the entrepre-
neur to established businesses in the industry, or other 
creative approaches, the ability of the low-income 
entrepreneur to focus on venture priorities can be 
enhanced in ways that support sustainability.

5.1 � Limitations and future research directions

These findings must be interpreted with the limitations 
of the study in mind. Among these is the subjective 
nature of the measures employed. We asked respond-
ents to self-report their levels of experienced scarcity 
and nonbusiness distractions and relied on subjective 
indicators of venture fragility. Regarding fragility, while 
we attempted to rectify this concern by developing 
items based on prior literature, an objective measure of 
venture fragility might better serve the ability to capture 
the effects of poverty on venture outcomes.
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Poverty is a complex phenomenon experienced 
uniquely by individuals. While all study participants 
came from a poverty background, we did not ascer-
tain the extent of their poverty circumstances. Our 
measure of the LOP can potentially serve as a proxy 
indicator, but future studies might explore how vari-
ous dimensions of poverty (e.g., housing stability, 
food security, and chronic health problems) affect 
those being studied. A related limitation is the lack of 
entrepreneurs in the sample who are not experiencing 
poverty. Hence, while we compared the fragility of 
businesses created by those who suffer varying levels 
of the LOP, we could not compare how fragility dif-
fers between entrepreneurs who do and do not come 
from poverty backgrounds. In particular, as most 
start-ups are arguably to some degree fragile, such a 
comparison would reinforce the relationship between 
poverty and fragility.

Finally, the cross-sectional nature of our study 
prevents us from understanding how the effects of 
poverty influence venture performance over time. 
Because we asked about ventures at one point in 
time, we lack insights into the temporal relationship 
between poverty and venture development. This issue 
is important for several reasons. First, it is unclear 
how (e.g., through learning during the venture devel-
opment process) entrepreneurs may be able to out-
grow the effects of poverty, or whether these effects 
remain pernicious throughout a venture’s life. Second, 
we assumed that less fragile ventures could provide a 
pathway out of poverty without being able to capture 
how reductions in venture fragility contribute over 
time to the entrepreneur’s well-being. Similarly, our 
research method does not allow us to infer whether 
and how venture fragility might actually worsen pov-
erty conditions over time.

Based on the results, a number of important ave-
nues for future research can be identified. Our find-
ings suggest a need to further investigate factors that 
can improve or exacerbate venture fragility. Exam-
ples include characteristics of the entrepreneur (e.g., 
literacy and skills) and business-related factors (e.g., 
resourcing strategies). The results also suggest that 
females tend to create more fragile ventures, but 
richer insights are needed into possible institutional, 
venture-related, personal or situational factors that 
could help explain this gender gap.

While we explored the impact of EA, scholars might 
further examine the opportunity horizons of those in 

poverty. The issue may not simply be how alert one is 
to opportunities, but their alertness to higher potential 
opportunities. An associated question concerns how the 
pursuit of entrepreneurship affects opportunity horizons. 
The ability to escape the commodity trap and build a 
sustainable enterprise is tied to adaptation and acting 
upon new opportunities as they emerge (Morris et  al., 
2012; Ronstadt, 1988). To what extent does the venture 
experience itself change or improve the opportunities 
the entrepreneur is able to perceive?

Lastly, researchers might further explore the impli-
cations of fragility. Does it lead to more conservatism 
in decision-making, missed opportunities, and less 
adaptation, such that fragility results in behaviors that 
contribute to even greater fragility? Does it limit the 
socioeconomic mobility of the entrepreneur, such 
that addressing venture fragility becomes the key to 
entrepreneurship as a viable pathway out of poverty? 
These possibilities suggest a need for parallel inves-
tigations into both venture outcomes and family out-
comes and, with the latter, research that explores mul-
tigenerational effects.
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