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ABSTRACT 

Previous studies have revealed that national average intelligence (IQ) is a strong indicator of 

national entrepreneurial potential. This study examined the role of governance quality in regulating 

the effect of IQ on entrepreneurial activity measured as new business entry density. Employing 

robust regression analysis, IQ was found to be nonsignificant on entrepreneurial activity, while the 

effect of governance was found to be both positive and significant. However, there was strong 

evidence of the negative interaction between IQ and governance, which suggests that good 

governance raises entrepreneurial activity more in low-IQ than in high-IQ countries. Additional 

regressions were also carried out employing the ease of doing business (EDB) index as a measure 

of entrepreneurship. Here, the results demonstrated that IQ, and not governance was highly 

significant on the EDB. Moreover, the interaction between IQ and governance was non-significant, 

which implies that the governance quality did not regulate the effect of IQ on the EDB. This study 

concluded that national average IQ is effective at providing nations with an excellent regulatory 

environment for entrepreneurship. However, it requires good governance, and not IQ, in order to 

build people's confidence before they start new entrepreneurial ventures given it involves risks and 

uncertainty. 
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