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Forord

Arets Swedish Economic Forum Report tar upp en relativt ny forskning som behand-
lar relationen mellan entreprendrskap och konjunkturcykeln, samt huruvida det
finns stabiliseringspolitiska slutsatser att dra av dessa nya ron. Fragestallningarna
har aktualiserats av den pagdende krisen som nu ar inne pa sitt femte ar och dar
effekterna av traditionella (och mindre traditionella) penning- och finanspolitiska
insatser hittills inte haft det forvintade realekonomiska genomslaget. Overgripande
kan konstateras att, kanske sarskilt inom EU, de mikroekonomiska férutsattningarna
for entreprendrskap och innovation och i forlangningen tillvaxt, fatt sta tillbaka for
aterkommande brandkarsutryckningar for att 16sa makroekonomiska akuta problem.

Att entreprendrskap och innovation kan paverka konjunkturcykeln hanger samman
med dessa fenomens koppling till teknologiska genombrott och ekonomins utbuds-
sida. | rapporten visas hur entreprendrskapets forandring samvarierar med konjunk-
turcykeln, vilka typer av entreprendrskap som paverkar olika faser i konjunkturcykeln
samt vilka policyslutsatser detta foranleder. Avgorande for saval politikens effekt
som for kansligheten av ekonomiska chocker ar hur val etablerade och utbredda de
entreprendriella normerna ar. Stora regionala skillnader inom lander konstateras
liksom att det tar tid att fordndra regionala varderingar kring entreprendrskap. Det
innebar dock inte att institutionella reformer for att framja entreprendrskap och
innovation ar mindre angelagna.

Forskarnas bidrag till arets rapport ar skrivna pa engelska. For att tillgangliggora
dem har vi valt att lagga nagot fylligare sammanfattningar pa svenska i slutet av det
inledande kapitlet.

Forfattarna till arets rapport & Martin Andersson, Michael Fritsch, Tim Lamballais
Tessensohn, Simon Parker, Roy Thurik, Michael Wyrwich och undertecknad. Vi for-
fattare svarar helt och hallet fér de analyser och rekommendationer som lamnas i
rapporten.

Tack till Pernilla Norlin, Ulrika Stuart Hamilton och Per Thulin fér vardefulla synpunkter
och hjalp. Med forhoppning om intressant ldsning!
Stockholm i november 2012

Pontus Braunerhjelm
VD och professor, Entreprenérskapsforum
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ENTREPRENORSKAP,
ENTREPRENORIELLA NORMER
OCH STABILISERINGSPOLITIK

@ PONTUS BRAUNERHJELM

Entreprendrskap: En viag ur krisen?

Varlden gar 2013 in i sitt sjatte krisar. Med undantag f6r en viss aterhdmtning 2010
har krisen snarast forvarrats i en rad lander. Grekland star pa randen av en statsfi-
nansiell bankrutt, andra ldnder brottas med skenande arbetsloshet, vikande efterfra-
gan, lag tillvaxt och en forsamrad statsfinansiell situation. Inom eurozonen ar det fa
ldnder som lever upp till tillvaxt- och stabilitetspaktens krav pa budgetbalans och en
skuldsattning som inte 6verstiger 60 procent av BNP. | USA krymper tiden raskt for
att gbra nagot ar det s k fiskala stupet (fiscal cliff) som innebér att atstramningar mot-
svarande fem procent av USAs BNP per automatik trader ikraft vid arsskiftet savida
inte en politisk 6verenskommelse om hur budgetunderskottet ska hanteras har natts
innan dess. Till och med Kinas tillvaxttal viker nerat. Den perfekta makroekonomiska
stormen forefaller att ndrma sig.

Diskussionen om hur den negativa trenden ska kunna vandas har framst fokuserat
pa traditionell makroekonomisk stabiliseringspolitik, dvs penning- och finanspoli-
tik, samt hur séarskilt finansmarknaderna ska kunna regleras for att minska risken
for framtida systemiska risker. Grunden fér ekonomisk tillvaxt handlar dock om
forutsattningar for féretagande, nytt saval som existerande, och deras formaga
att genom ett kontinuerligt fornyelsearbete bevara och starka sin konkurrenskraft.
Nya och védxande foéretag skapar arbetstillfallen, genomfor investeringar och dri-
ver pa konkurrensen. Enligt OECD (2003, 2005) kan mellan 20 och 40 procent av
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produktivitetstillvaxten férklaras av att nya foretag kommer in pd marknaden och
att gamla slas ut. Forutsattningarna for nya foretag skapas av den politiskt bestamda
miljo som de verkar i: lagar och regelverk. Hur mycket kostar det att nyanstélla en
person? Vilken risk ar férenad med att starta ett nytt foretag jamfort med att vara
anstalld? Hur bedéms och bestraffas ett misslyckande? Men ocksa informella institu-
tioner — normer — styr foretagandets omfattning och inriktning.

En stabil makromiljo ar en ndédvandig men inte tillracklig forutsattning for narings-
livsdynamik, tillvaxt och ett hogt valstand. Finansmarknaderna maste fungera och
baras upp av transparenta och tydliga regelverk dar de som tar risker, inte skattebeta-
larna, ocksa far bara dessa vid eventuella forluster. Men varken Liikanens eller Vickers
rapporter, som bada granskat strukturen i den europeiska banksektorn, med sina
detaljerade forslag om att inhdgna sarskilt riskfyllda aktiviteter kommer att vianda
den makroekonomiska utvecklingen eller férebygga att framtida finansiella kriser
uppstar, mojligen minska risken.! Inte heller kommer dessa regelverk garantera att
nya och mindre féretags behov av kapital tillgodoses. Den centralt viktiga fragan for
en fortsatt uthallig tillvaxt, ndmligen entreprenérskapets och foretagandets villkor
och de mikroekonomiska forutsattningar som styr dessa aktiviteter, satts standigt pa
undantag. Detta ar sarskilt patagligt inom EU med en centralistisk, top down-praglad
strategi och standigt aterkommande brandkarsutryckningar for att temporart I6sa
makorekonomiska kriser.

Utifran dessa utgangspunkter stalls i foreliggande rapport tre 6vergripande fragor: For
det foérsta, samvarierar entreprenérskap systematiskt med konjunkturcykeln och i sadana
fall hur? Foregar eller foljer forandringar i entreprendrskap konjunktursvangningar, ar
dessa pro- eller kontracykliska? Skiljer det sig mellan olika typer av entreprenérskap?

For det andra, ar entreprendérskapets niva en funktion av dagens entreprendériella
miljo (institutioner) eller ar det snarare normer, som rotats sedan lang tid tillbaka,
som styr entreprendrskapets inriktning och omfattning?

For det tredje, gar det att bedriva en kontracyklisk entreprendrskapspolitik?
Kopplat till detta analyseras om konjunktursvangningar paverkar entreprenérskapet
tillfalligt, utstrackt over tiden (persistent) eller permanent. De stérsta mojligheterna
for en kontracyklisk politik finns da effekterna ar utstrackta men inte permanenta.
Samtidigt finns problem med effektivitet och tidsmassig traffsakerhet i insatser for
att framja entreprendrskapet. Detta galler dock fér aven manga andra finanspolitiska
stabiliseringsinstrument.

1. Liikanen-rapporten ar EU:s utredning for att granska strukturen i den europeiska banksektorn
som letts av den finske riksbankschefen Erkki Liikanen. Vickersrapporten ar en brittisk
motsvarighet som forfattats under ledning av Sir John Vickers. Bada rapporterna féreslar
att mer riskfyllda bankverksamheter avgransas till sérskilda enheter inom féretagen
(ringfencing) men skiljer sig at vad galler hur detta ska ske. Undertecknad féresprakar Vickers
ansats som bygger pa ett storre kapitaltackningskrav for den traditionella bankverksamheten
(retail banking) och inte en detaljerad definition av olika instruments och verksamheters risker.
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Den makroekonomiska bakgrunden

Rapporten ska ses mot bakgrund av att penningpolitiken férefaller ha natt vags ande,
vilket sa mmanfaller med att en efterfragestimulerande finanspolitik blockeras av svaga
statsfinanser. Globalt har penningpolitiken varit mycket expansiv vilket initialt innebar
kraftiga sankningar av den korta rantan for att darefter — nar de korta rantorna narmat
sig noll — ersattas av kvantitativa lattnader, dvs 6kningar i penningméangden via sedel-
pressarna for att séanka langa rantor. Ett stort antal lander — bland andra Japan, Schweiz,
Storbritannien, USA liksom EU — har genomfért sadana atgarder. De realekonomiska
effekterna forefaller hittills blygsamma men &r svara att kvantifiera. Flera forskare
har papekat den experimentella naturen i dessa stimulanser samt riskerna for att det
leder till en framtida hog inflation. Andra understryker att kvantitativa lattnader kan
leda till “valutakrig” eftersom lagre rantor ocksa fér med sig en fallande valuta vilket
underlattar for ett lands exportindustri. Det kan da vara lockande for andra lander att
vidta motsvarande atgarder och en situation som paminner om konkurrerande deval-
veringar kan uppsta. Schweiz har t ex deklarerat att de kommer att vidta obegrénsade
interventioner for att hindra att schweizerfrancen dverstiger ett viss riktvarde.

Hur kommer entreprendrskapet in i denna makroekonomiska bild? Schumpeter,
liksom andra samtida ténkare, ansag att ekonomisk utveckling skedde i langa vagor
med innovation och teknologisk forandring som den chock som satte igang vagro-
relsen. Innovation anses i sin tur vara en hornsten i ekonomisk tillvéxt. Det var alltsa
ekonomins utbudssida som stod i fokus i dessa tidiga analyser av fordndringar i den
ekonomiska aktiviteten, vilket dock kom att skymmas av den Keynesianska modellen
anda fram till 1980-talet da bl a Kydland och Prescott (1982) ater pekade pa samban-
det mellan teknologiska férdandringar och konjunkturfluktuationer.

Tekniska genombrott och de darpa féljande innovationerna kan pafallande ofta
héarledas till entreprendrskapet, visserligen manga ganger i samarbete med andra
aktorer. Hur entreprendrskapet paverkar, och paverkas av konjunkturcykeln har dock
knappt studerats. En rad andra variablers effekt och samvariation med densamma har
dock belysts i mangder av analyser och rapporter. Det ar férst under de senaste tva
decennierna som intresset for entreprendrskapets betydelse for tillvaxt har vackts
till liv, och relationen mellan entreprendrskap och konjunkturférandringar har bara
studerats ett fatal ar tillbaka.? Nagra observationer ar att olika typer av entreprenér-
skap kan férvantas paverka konjunkturcykeln pa olika satt och i olika faser. En typ av
entreprendrskap ar forknippat med innovation och exploaterande av affarsmassiga
mojligheter, en annan sker som en sista utvag for att undga arbetsloshet.

| de féljande delarna av kapitlet presenteras inledningsvis en kort redogorelse for
nagra empiriska och teoretiska bidrag inom detta omrade av entreprendrskapslit-
teraturen, hur entreprenérskapet samvarierar med konjunkturcykeln och om det
ar olika typer av entreprendrskap som upptrader i olika faser av konjunkturcykeln.

2. Se Acs m fl (2009), Parker (2009), Braunerhjelm m fl (2010) samt Braunerhjelm (2011) for en
oversikt.
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Darefter sammanfattas de policyslutsatser som de medverkande forskarnas analyser
har lett fram till. Slutligen presenteras forskarnas bidrag till rapporten, nagot mer
utforligt an vanligt eftersom bidragen i ar ar pa engelska.

Entreprenérskap, konjunkturcykeln och normer: Vad siger
forskningen?

Vem blir entreprenér och varfér?

Den empiriska entreprenérskapslitteraturen har identifierat bade monetdra (vin-
ster och inkomster) och icke-monetéra (problemlésning, frihet mm) faktorer som
forklaring till att individer véljer att starta féretag. Overgripande brukar entrepre-
norskapet indelas i nédvandighetsbaserat (pga t ex en vikande arbetsmarknad) och
mojlighetsbaserat entreprendrskap som karaktariseras av att individen identifierat
en affarsmojlighet som testas pa marknaden.® Dessa typer av entreprendrskap har
en tydlig baring pa vilket skede en ekonomi befinner sig.

Nar det géller motiven for att starta ett féretag havdar den 6sterriskiska och evo-
lutionéra skolan och dess moderna efterfoljare att det framst rér sig om ekonomiska
motiv (nettoavkastningen tillfaller entreprendren), aven om Schumpeter ocksa pekar
pa andra motiv. Den moderna teoribildningen brukar forklara entreprendrskap
utifran de s k occupational choice-modellerna, som ocksa drivs av den forvantade
avkastningen av att antingen vara anstalld eller driva ett eget foretag. Dessa stracker
sig fran partiella modeller dar individen uppskattar framtida inkomster, till allmanna
jamviktsmodeller som visar hur den arbetsféra befolkningen fordelas mellan I6ne-
arbete och eget foretagande. Lucas (1978) utgar fran antagandet att individer skiljer
sig vad géller entreprendriell talang vilket styr férdelning mellan I6nearbetare och
entreprendrer. Forandringar i t ex kapitaltillgang kommer dock att paverka léner och
darmed ocksa nivan pa entreprenérskapet: 6kar avkastningen pa l6nearbete viljer
fler att bli anstéllda och andelen entreprenérer minskar.*

Betrdffande entreprendrskapets omfattning och inriktning rader stor enighet om
att tydliga institutioner som skyddar dgande och skapar drivkrafter for att engagera
sig i ett ofta riskfyllt féretagande ar avgérande for innovation och entreprendrskap
(Birdzell och Rosenberg, 1986). Till detta kommer informella institutioner och normer
som har mejslats fram under lang tid, med kontinuerliga aterkopplingar mellan regio-
nalt naringsliv och offentliga aktorer som bidragit till att utforma géllande normer.
N&r normer val etablerats forefaller dessa att kunna besta 6ver lang tid trots att de
utsitts for betydande pafrestningar (se kapitel 4 i en studie pa forna Osttyskland).

3. Dessatyper av entreprendrskap brukar ocksa kopplas till s k push- respektive pull-faktorer.
4.  Se Parker (2009) for en genomgang av dessa modeller som ocksa innefattar arbeten av
t ex Kihlstrom och Laffont (1979) kring olikheter i riskbedémning, Murphy m fl (1991)
om kunskapsexternaliteter kopplade till olika verksamheter, Jovanovic (1982) om olika
kompetenser och inldrning, Lazear (2005) om kompetensprofil hos entreprenérer.
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Baumol (1990) papekade att institutionerna styr vilken typ av entreprendrskap
som utvecklas. Ofta skiljer sig dessa institutioner ocksa mellan utvecklade lander. |
en intressant artikel skiljer Acemoglu m fl (2012) pa de 6vergripande institutionella
skillnader som praglar de skandinaviska valfardsstaterna och mer renodlade mark-
nadsekonomier med USA som exempel. Forst konstaterar forfattarna att amerikaner
arbetar mer, ar mer entreprendriella och riskbendgna samt i hogre utstrackning
har bidragit till den globala teknologiska utvecklingen. Det senare illustreras med
antalet kvalificerade patent per invanare (Figur 1). USA star fér utvecklingen av
spjutspetsteknologi medan skandinaverna mer kan karaktariseras som imitatorer.
Medelamerikanens inkomst ar ocksa hogre, men samtidigt har inte denne ftillgang
till samma valfardssystem som genomsnittsskandinaven. Inkomstspridningen och
fattigdomen ar ocksa storre i USA.

FIGUR 1. Patent per miljon invanare i férhéallande till USA (100)

e USA = — Norge —@= Danmark Finland == Sverige

100

80

60

406%%3%

Kdlla: Acemoglu, 2012.

Acemoglu m fl staller fragan om inte USA kan vara mer likt Skandinavien, dvs kan
USAs knivskarpa (cutthroat) konkurrens ersiattas med Skandinavernas mer mjuka
(cuddly) version? Forfattarnas slutsats ar att en fortsatt global innovativ teknikut-
veckling kraver tydliga ekonomiska incitament och att denna skulle bromsas om
skandinaviska system infordes ocksa i USA. Det skulle dessutom innebdra en minskad
global tillvaxttakt som skulle drabba savdl USA som andra lander. Med andra ord, de
skandinaviska valfardssystemen bygger delvis pa att andra lander star for den globala
teknikutvecklingen som skandinaverna i sin tur kan tillgodogora sig.

Institutionerna ar féljaktligen avgorande och de praglas ocksa av inlasningseffek-
ter dar en omléaggning av de amerikanska till mer skandinaviska ar svar att genomfora
eftersom det skulle kunna innebdra omedelbara valfardsforluster for USA.

ENTREPRENORSKAPSFORUM 11
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Entreprendrskap i olika konjunkturfaser

Givet att institutionerna styr entreprendrskap och att dessa varierar mellan lander
finns det skal att forvdnta sig landerspecifika monster vad géller relationen mellan
konjunkturfluktuationer och foérandringar i entreprenérskap. Baserat pa en analys av
OECD-landerna under en dryg 30-arsperiod konstaterar Simon Parker (kapitel 2) att
nivan pa entreprendrskapet vid en konjunkturchock kan paverkas under lang tid (per-
sistent) men sallan blir permanent och att det kan finnas betydande skillnader mellan
lander. Men den 6vergripande slutsatsen ar att det finns utrymme fér en ekonomisk
politik som kan paverka graden av nyféretagande 6ver konjunkturcykeln. Precis som
for andra stabiliseringspolitiska atgérder dr svarigheten att pricka in dessa atgarder
tidsmassigt. Vid mer utdragna kriser, som den nuvarande, minskar dessa svarigheter
men istallet begransas politiken av andra restriktioner, inte minst statsfinansiella.

I den framvéaxande forskningen pa detta omrade visas att ett 6kat entreprenérskap
foljs av en konjunkturuppgang omkring ett till tva ar senare. Dynamiken féljer en
Schumpeteriansk kreativ forstérelseprocess dar ny teknik eller en innovation leder
till att foretag konkurreras ut fran marknaden, darefter 6kar entreprendrskapet och
sa smaningom kan en konjunkturuppgdang noteras. Orsakssambanden ar svarare
att utreda, ofta gar det at bada hallen (nyforetagandet paverkar konjunkturen som
ocksa paverkar nyforetagandet), men det tidsmassiga férloppet pekar starkt pa att
en 6kning i entreprendrskapet féregar en 6kning i BNP och en minskad arbetslshet.®

Det forefaller ocksa klart att olika typer av entreprendrskap samvarierar med olika
faser i konjunkturcykeln. Tim Lamballais Tessensohn och Roy Thurik (kapitel 3) skiljer
mellan entreprendrskap i konjunkturens nedgangsfas (recession push effect) och i
positiva faser (entrepreneurial pull effect)®. Det har att géra med det majlighetsba-
serade och det nédvandighetsbaserade entreprendrskapet som berdrdes ovan. Utan
att ga in pa kausaliteten visas att ocksa innovativt och méjlighetsbaserat entreprenor-
skap i mycket tidiga faser féregar forandringar i konjunkturcykeln, vilket ar en utvidg-
ning av tidigare studier som berért unga foretag snarare dn nya. Det stoder ocksa
tidigare resultat.” Sambandet &r svagare eller obefintligt for nodvandighetsbaserat
entreprendrskap med undantag for krisperioden 2007-2011. D3 visas att en 6kning
av nédvandighetsforetagande sammanfaller med en forsvagning i konjunkturen och
en uppgang i arbetslosheten.

For Sveriges del visar Andersson (kapitel 5) att entreprenérskapet foll kraftigt fore
och under 1990-talskrisen, men att det nédvandighetsbaserade steg (kontracy-
kliskt) mellan 1993 och 1994 for att darefter falla men fortfarande 6verskrida det

5. Simon Parkers matt pa entreprendrskap ar nyféretagande.

6. Tim Lamballais Tennensohns och Roy Thuriks matt pa entreprendrskap ar egenféretagande/
soloféretagande (self employment).

7. | en tidigare analys pa unga men etablerade foretag visar Koellinger och Thurik (2012) att
kausaliteten gar fran forandringar i entreprendrskap till konjunktursvangningar.
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mojlighetsbaserade fram till millenniumskiftet (exklusive jordbruk och gruvnaringar)®.
Endast entreprendrskapet i tjanstenaringarna aterhamtade sig nagot men nivaerna
forblev Idga. Aven under senare hilften av 2000-talet var nivderna ligre dn fére
1990-talskrisen, sarskilt for det mojlighetsbaserade entreprendrskapet, vilket indike-
rar en betydande varaktighet av konjunkturnedgangen 1991-1993.

Sammanfattningsvis bor understrykas att forskning kring sambanden mellan
entreprenoriell aktivitet och konjunkturférandringar ar i sin linda. De empiriska
resultaten visar att olika typer av entreprendrskap paverkar, och paverkas av, olika
faser i konjunkturcykeln. Likasa framgar att globalt — i detta fall definierat som
OECD-lédnderna — forefaller kausaliteten ga fran forandringar i entreprenérskap ftill
konjunktursvangningar men att landerspecifika effekter gor att resultaten ar mer dif-
fusa pa nationsniva. Ett skal kan vara skillnader i lagar och regelverk, ett annat att det
forekommer landervisa skillnader i de entreprenériella normerna.®

Natura non facit saltum: Entreprendériella normer

En av nationalekonomins forgrundsgestalter, Alfred Marshall (1920), havdade att
natura non facit saltum (naturen goér inga sprang) géller, ekonomin utvecklas trogt.
Samtidigt sker kontinuerligt sprang i samhallet, atminstone sett dver en ldngre tid.
Det kan handla om krig, genomgripande teknologiska foérandringar och ekonomiska
krascher. Fragan ar hur de entreprendriella aktiviteterna paverkas av sddana férand-
ringar? Det intressanta med starka normer ar hur de paverkar utrymmet for snabba
forandringar genom en aktiv ekonomisk politik.

| tva av de foljande kapitlen visas pa betydande regionala skillnader i entreprendor-
skap, trots att dessa regioner lyder under samma Overgripande lagar och regelverk.
For Sveriges vidkommande illustreras dessa skillnader i Figur 2.

Dessa skillnader har funnits under atminstone ett par decennier (kapitel 5). Ett annu
starkare monster framtonar i Tyskland dar de regioner som var entreprendriella 1925
annu idag dominerar entreprendrskapet (kapitel 4). Det géller ocksa 6stra Tyskland
som trots krig, och under DDR-tiden ett intensivt motarbetande av entreprenérskap
under atminstone 40 ar inklusive kollektivisering, ddr samma regioner som star for
entreprendrskapet under 2000-talet gjorde det 1925.%°

Resultaten tyder pa starka underliggande normer som inte later sig rubbas ens
av mycket stora omvilvningar. Aven bortsett frdn sd dramatiska hiandelser som i
forna Osttyskland forefaller regionspecifika faktorer som bottnar i interaktion mel-
lan lokala/regionala politiker och naringsliv, samt olika aterforingsmekanismer och

8.  Martin Anderssons matt pa entreprendrskap ar antalet nyetableringar normaliserade av den
regionala befolkningen i dldersintervallet 16-64 ar.

9. Congreado m fl (2103) noterar t ex stora skillnader mellan USA och Spanien dar en chock i
USA forefaller ha mer temporara effekter, men vara av mer permanent natur i Spanien.

10. Michael Fritschs och Michael Wyrwichs matt pa entreprendrskap ar egenféretagande 1925
och nyféretagande 2005.
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larande, att leda till langsiktiga skillnader i saval synen pa entreprendrskap som i
entreprendriella aktiviteter.

FIGUR 2. Skillnaden inyforetagande i svenska kommuner 2007 (per 10 000 invanare 16-64 ar)
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Kdlla: Figur 1, kap 5.

En kontracyklisk entreprenérskapspolitik?

Braunerhjelm och Thulin (2010) visar att entreprendrskapet foll dramatiskt efter
1990-talskrisen for att darefter ligga kvar pa betydligt lagre niva anda fram till
och med borjan av 2000-talet (Figur 3). Krisen pa 1990-talet var en Sveriges all-
varligaste ndgonsin dar arbetstillfdllena minskade med ca 17 procent mellan 1990
och 1994. Effekterna var foljaktligen varaktiga (persistenta) och forst omkring
ett decennium senare (2003) borjar nyforetagandet stiga. Intressant ar att det
atminstone t o m 2010, med undantag for 2008, fortsatt att 6ka (dvs dven under
krisaret 2009).

Merparten av detta nyféretagande kan karaktdriseras som mojlighetsbaserat.
Ett intressant inslag ar att de s k RUT- och ROT-reformerna sannolikt har bidragit till
denna 6kning men ocksa att de — helt slumpmassigt — ocksa kan ha fungerat kon-
junkturstabiliserande eftersom de rakade sammanfalla med en nedgang i konjunk-
turen. Reformerna tyder ocksa pa att de ofta nedtonade ekonomiska incitamenten
aven finns i det svenska entreprendrskapet. Det kan mahanda tillhéra den svenska
normen att tona ner ekonomiska motiv for att starta féretag. Som nyligen visatsien
studie pa norska data (Berglann m fl 2011), férefaller ekonomiska drivkrafter vara
viktiga for att starta foretag.

Skulle det vara fallet att férandringar i entreprenérskap systematiskt foregar
konjunktursvangningar med ett eller ett par ar, kan det finnas skal att utforma en
entreprendrskapspolitik som ar kontracyklisk.
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FIGUR 3. Nyforetagandet under tre kriser férdelat pa tre branscher, 1990-2010
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Den korta sikten: En politik for att stabilisera konjunktursvdngningar

Tre av de féljande fyra kapitlen fordjupar sig i sambandet mellan féréandringar i entre-
prendrskapet och i konjunktursvangningarna. | samtliga kapitel konstateras att entre-
prendrskapet ar en avgérande faktor for en ekonomis eller regions utveckling genom
att bidra till fornyelse, innovation och sysselsattningstillfallen. Entreprendrskapet
styrs av saval kort- som langsiktiga faktorer, och det kan finnas skal att diskutera de
ekonomisk-politiska insatserna utifran olika tidsperspektiv. Konjunktursvangningar
kan i detta sammanhang foranleda atgarder som forvantas ha en mer kortsiktig

effekt.

En entreprendrskapspolitik for att parera konjunktursvdngningar kan, baserat pa
analysen i de foljande kapitlen, sammanfattas pa féljande satt:

® Uppgangar i det mojlighetsbaserade nyféretagande foregar en konjunkturupp-
gang och bor kunna anvandas for att forutsaga konjunktursvangningar. Vidare
forefaller konjunktursvangningar ha varaktiga effekter pa denna typ av entrepre-
norskap, vilket innebér att det finns utrymme fér ekonomisk-politiska insatser.

e Stabiliseringspolitiska atgarder bor inriktas pa finansieringsinsatser som tydligt
riktas mot nedgangsfaser i konjunkturen. Dessa bor utga fran olika ekonomiers
specifika forutsattningar och kan omfatta statliga lanegarantier, riskkapital-
insatser i samarbete med privata aktorer, men dock inte enbart offentligt
riskkapital. Vidare bor det noga 6vervagas om storre, befintliga féretag, som
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ofta har en starkare forhandlingsposition, dr den viktigaste malgruppen nar
olika typer av restriktioner pa kapitalmarknaderna ska avhjilpas. Snarare bor
fokus laggas pa de mindre foretagen.

® En kris leder ofta till krav pa nya regleringar. En del av dessa dr motiverade men
behovet av att visa handlingskraft far inte 6verskugga problemen med en 6kad
regleringsborda som hammar foretagandet. Det upplevda administrativa kranglet
som foljer av 6kade regleringar har visat sig vara starkt hdmmande for entrepre-
norskap.

® Arbetsloshetsforsakringen bor utformas sa att incitament att sdka sig till nya
verksamheter, inklusive foretagande, inte dampas. En allt for generds ersattning
innebar att individer riskerar hamna i arbetsléshet under lang tid.

e Det s k nédvandighetsbaserade entreprenérskapet ar kontracykliskt sa tillvida att
det 6kar i samband med konjunkturnedgangar. Utfallet av detta &r i regel samre
an det innovativa, mojlighetsbaserade entreprendrskapet. Ett tidsbegrdnsat
och vil avvagt sysselsattningsstod kan dock positivt paverka detta foretagande,
liksom kvalificerad radgivning. Erfarenheterna skiljer sig radikalt mellan olika
lander, vilket beror pa hur dessa system utformats.

e Det ar ocksa viktigt att andra offentliga insatser, som t ex offentlig upphandling,
inte avvecklas under en kris utan fortsatter pa samma niva. Daremot kan det
pga svarigheter att beddma nar effekterna av sddana atgarder infaller i tid, inte
anvandas som ett konjunkturreglerande instrument.

e Overgripande bér malet vara att skapa goda férutsattningar for ett kvalitativt och
tillvaxtorienterat entreprendrskap snarare an ett kvantitativt. Det forutsatter
goda generella villkor for entreprendrskapet.

Den Ianga sikten: Att bygga entreprendriella normer

Att forandra en norm eller en entreprendrsskapskultur tar lang tid. Pa motsvarande
satt kan det forvantas att kollapser i sddana kulturer tar lang tid att terstalla. Sveriges
omvandling fran en entreprendriell och innovativ ekonomi i slutet av 1800- och bor-
jan av 1900-talet, till att domineras av storféretag och uppbyggnaden av en offentlig
sektor, kan illustrera trogheten i dessa processer. Det var férst under 1990-talets
IT-hype som Sverige aterigen fick en internationell status som en entreprendrsdriven
ekonomi.

Institutionella reformer for att uppmuntra entreprendrskap och innovation tranger
saledes igenom forst pa lang sikt och samverkar med informella institutioner. Normer
och varderingar forefaller drvas mellan generationer, vissa forskare havdar att den
relevanta tidsskalan for informella institutioner uppgar till arhundraden snarare dn
artionden.
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Det innebar inte att en sadan politik &r mindre angelagen. Tvartom kan den ses som
ett slags friskvard i forebyggande syfte att gora Sverige mer uthalligt infor en allt storre
rorlighet bland foretag och individer. Just bestandigheten i entreprendrskapets geo-
grafi 6ver tid och dess ménster under ekonomiska chocker (som kraftiga konjunktur-
svangningar) talar for att regional entreprendrskapskultur ar en viktig och ekonomiskt
betydelsefull faktor for stabilitet.

Utbildningsinsatser for att belysa entreprendrskapets roll kan vara ett satt att
bidra till en langsiktig entreprendriell norm, liksom férekomsten av forebilder (role
models). Likasa forefaller medverkan av entreprendrer i saval utbildning som i andra
(politiska) sammanhang vara nagot som paverkar synen pa och normerna kring
entreprendrskap.

Policyatgarder och deras forvantade regionala effekter bor sattas i relation ftill
den regionala kontext och entreprendérskapskultur i vilken atgarderna utformas och
implementeras. En politisk strategi byggd pa att en och samma modell passar alla ar
sannolikt ineffektiv. Samtidigt kan det inte forvantas att regionerna sjalva klarar av
att infora en entreprendriell kultur utan stéd fran en nationell politik som framjar
entreprendrskap och innovation.

Sammanfattningsvis tyder resultaten pa att det finns utrymme for policyatgar-
der som pa kort sikt kan bidra till att dampa effekterna av en konjunkturnedgang,
dvs att gbra entreprendérskapspolitiken kontracyklisk, men att det finns betydande
landspecifika skillnader som maste beaktas vid politikens utformning. Pa langre
sikt kan etablerandet av en entreprendriell norm bidra till att mildra effekterna av
ekonomiska stoérningar. Samtidigt betonar de medverkande rapportforfattarna att
man fortfarande ror sig pa forhallandevis osdker mark och att slutsatserna behéver
understddjas med ytterligare forskning.

Rapportens innehall. En svensk sammanfattning

Entreprenérskap och konjunkturcykler: Vilket utrymme finns fér ekonomisk
politik?

Det rader en bred enighet om entreprendrskapets vikt, kanske avgérande roll, for
sysselsattning, innovationer och tillvaxt.* Foljaktligen ar entreprendrskapet ocksa
viktigt for valstand och valfard. Indirekt pekar dessa ron pa att entreprendrskap bor
ha ett samband med den samlade ekonomiska aktiviteten i en ekonomi, men har ar
kunskapen betydligt mer bristfallig. Forhallandet mellan entreprenérskap och kon-
junkturer ar i hog grad outforskade. Mot bakgrund av den internationella kris, som
nu gar in pa sitt femte ar, kan en 6kad forstaelse kring dessa samband vara avgérande
for hur varlden ska ta sig ur den lagkonjunktur som forefaller fortsdtta under bade
2012 och 2013.

11. Entreprendrskap anvands har synonymt med nyféretagande i enlighet med Holz-Eakin
definition 2000.
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De fragor som Simon Parker stéller i kapitel 2 rér hur, och om, en entreprendrskaps-
inriktad policy kan bidra till att motverka konjunktursvangningar och visa vagen ut ur
recessioner. Manga lander tycks ha natt vags dnde i krisbekdmpning med traditionell
penning- och finanspolitik. Ett forsta led i att forsta dessa samband ar att studera
om konjunktursvangningar och forandringar i entreprendrskap sker parallellt eller
kontracykliskt, om det finns en tidsforskjutning mellan dessa forandringar, hur lang
denna i sdana fall 4r samt hur orsakssambanden ser ut. Ar det variationer i entre-
prendrskap som orsakar konjunktursvangningar eller det omvanda? Eller paverkar
dessa skeenden varandra? Slutligen tar Parker upp fragan om entreprenérskapets
effekter pa arbetslésheten i olika faser av konjunkturcykeln. Nya och mindre féretag
skapar en oproportionerlig stor andel av nettotillskotten i sysselsattningen medan
storre foretag tenderar minska sysselsattningen, sarskilt i [agkonjunktur. Likasa ar det
val belagt att nyféretagande stiger i tider av arbetslOshet.

En viktig aspekt for den ekonomiska politiken ar om ekonomiska férandringar
(chocker) som leder till konjunktursvdangningar har ftillfélliga, utstrdackta eller per-
manenta effekter p3 entreprenérskap. Ar effekterna tillfilliga eller permanenta
ar utrymmet for ekonomisk politik mindre motiverat eller begrinsat. Genom att
anvanda aggregerade tidsserier for nyforetagandet i 23 OECD-lander for perioden
1972-2006 konstaterar dock Parker att nivan, vid tillfalliga konjunkturchocker, kan
paverkas under lang tid men séllan blir permanent. En slutsats for den ekonomiska
politiken blir darfor att det finns utrymme for en ekonomisk politik som kan paverka
graden av nyféretagande. Effekterna ar dock ofta landerspecifika.

Hur ser de tidsmassiga sambanden ut och ar entreprendrskapsnivan kontracyklisk
eller procyklisk? Flera studier etablerar ett samband dar ett 6kat entreprendrskap
med relativt kort tidsférdrojning foljs av en konjunkturuppgang. En Schumpeteriansk
kreativ forstorelseprocess dar utslagning av foretag — t ex darfor att en ny teknologi
utvecklats — foregar nyféretagande och entreprendrskap, vilket i sin tur leder till en
uppatgaende konjunktur, tonar fram i dessa analyser. Vad som &r orsak och verkan
krdver dock ytterligare analys. Genom att anvanda flera metoder som bl a tar hansyn
till strukturella forandringar (t ex att ny teknologi far sitt genombrott eller att nya
regelverk infors) visar Parker att en 6kning i entreprendrskap foljs av en 6kning i BNP
och en minskad arbetsléshet med ungefar ett ars tidsfordrojning.

Hur stdammer dessa resultat med tidigare studier som i stallet visat att nyforeta-
gandet 6kar vid hog arbetsloshet? Sambanden dr komplexa och i en s k Granger-
analys visar Parker att effekterna gar at bada hallen: entreprenérskap paverkar och
paverkas av konjunkturcykeln. | tider av konjunkturuppgang véxer entreprendrskap
och ekonomin parallellt och driver pa varandra dnda tills en chock av nagot slag leder
till ett minskat fortroende for den fortsatta tillvaxten. Nagra entreprenérer skalar
ner sin verksamhet, andra gar i konkurs men manga lever kvar. Samtidigt kommer
fler arbetslosa att starta foretag och nagra foretag kommer kunna utnyttja att
I6nenivaerna faller och anstélla fler (se ocksa kapitel 3). S8 smaningom &r ekono-
min tillbaka i en uppatgdende fas. Parkers forskning tyder pa att konjunkturcykelns
effekt pa entreprendrskap dominerar 6ver den effekt som entreprendrskapet har pa
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konjunkturcykeln, atminstone under perioden 1993-2010, men att styrkan i dessa
effekter kan skilja sig at mellan tidsperioder.

Overgripande ar kunskapen om dessa mekanismer dock mycket begrdnsad.
Schumpeterianska kreativa forstérelseprocesser, som startar vid ett teknologiskt
genombrott, kan vara en faktor som driver pa konjunkturcykeln. Andra forklaringar,
bortsett fran att arbetslésa tenderar att starta nya foretag, kan vara tillgang pa
riskkapital som &r latt att erhalla i uppgangar men som marknaden draneras pa i
nedgangar (Bernanke & Gertler, 1989). Dagens forskning saknar svar pa vilka effekter
som dominerar.

Slutligen analyserar Parker ocksa effekterna av nyforetagande pa sysselsattningen.
Med fa undantag visar tidigare forskning pa samvariation men den klarar inte att
definiera tidsforskjutningar och orsakssamband mellan sysselsattning och entrepre-
norskap.? Den bakomliggande mekanismen &ar att i en recession startar arbetslosa
foretag som en sista utvag for att komma ur arbetsloshet. Detta bidrar till att lindra
en lagkonjunktur men de positiva effekterna ar begransade. Skilet ar att kvaliteten
pa detta entreprenérskap ar |ag. Ofta tjanar dessa entreprendrer mindre dn de som
blir ateranstallda (men mer dn de som ar kvar i arbetsléshet), anstaller farre &n andra
foretag och slas ut snabbare. Ju ldngre perioder av arbetsloshet, desto fler startar
egna foretag.

Nar sa smaningom en konjunkturuppgang tar vid forstarks incitamenten att
anstélla. Detta sker i forsta hand i andra foretag an de som startats pga arbetslos-
het (s k nédvandighetsbaserat foretagande). | sin tur leder det till fler anstéllningar i
mojlighetsbaserat och vdaxande foretagande som bidrar mer till sysselsattning, inno-
vation och kunskapséverféring (Congregado et al 2013). Aven vad giller arbetsldshet
och entreprendrskap framkommer saledes ett simultant férhallande; 6kad arbetslos-
het under lagkonjunkturer driver pa nyféretagandet och nar konjunkturen forstarks
tenderar foretagen vara mer benagna att anstilla fler.!?

Sammantaget analyserar Simon Parker i sitt kapitel entreprendrskapets roll i kon-
junkturcykeln och hur insatser fér nyforetagande kan bidra till att moderera saval
nedgangar som kraftiga uppgangar. Samtidigt betonas svarigheterna i att entydigt
visa hur orsakssambanden ser ut, forskningen befinner sig fortfarande i ett tidigt
skede bada vad géller dessa samband, ldmpliga ekonomisk-politiska instrument och
hur dessa kan utformas pa ett effektivt satt.

Vilka blir da de ekonomisk-politiska slutsatserna av dessa ron om sambandet
mellan entreprenérskap, sysselsattning och konjunkturer? Tekniksprang och dar-
med sammanhangande produktivitetsokning kan inte paverkas av politiker i nagon
namnvard utstrackning; tvartom ar offentligt stdd till innovationer i regel felriktade

12. Thurik et al (2008), Koellinger & Thurik (2012) samt Lamballais Tessensohn & Thurik (denna
volym) @r nagra av dessa undantag.

13. Somvisas i kapitel 3 &r effekterna pa konjunkturcykeln av olika typer av foretagande
betydande och sker med olika tidsefterslapning.
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och feltajmade (och darmed procykliska), aven om visst vetenskapligt stod finns for
offentliga ingripanden for att korrigera marknadsmisslyckanden.

Parker framhaller istallet kapitalbehovet hos entreprendrer. | manga lander férso-
ker regeringar forma bankerna att fortsatta lana ut till smaféretag dven i daliga tider
genom olika dtaganden och lattnader i kreditgivningen, genom att géra offentligt
kapital (Ian eller venture capital, VC) tillgangligt for smaféretag eller genom stat-
liga lanegarantier. Dessa atgarder har testats i en rad lander, t ex Frankrike, Irland,
Kanada, Storbritannien, Tyskland och USA. Att inratta en sarskild smaféretagarbank,
stodd av offentliga medel, har ocksa diskuterats i Storbritannien.

Utvarderingar av dessa atgéarder visar i regel pa mycket blygsamma effekter. Den
tidigare empiriska litteraturen pekar ocksa pa att offentliga insatser bor vara mark-
nadskompletterande och ske i samklang med privata investerare i tider da tillgangen
pa kapital minskar (Lerner 2009). Samtidigt noterar Parker att tidigare studier inte tar
hansyn till om ekonomin befinner sig i l1ag- eller hogkonjunktur. Statliga insatser for
att 6ka kreditmojligheter och tillgang pa kapital i lagkonjunktur riskerar i betydligt
mindre utstrackning att tranga ut privat finansiering. Samma argument kan anvédndas
med avseende pa egen kapitalfinansiering. Tillgangen pa VC ar starkt procyklisk pga
det satt som fonderna ar strukturerade, med eftersldpning i informationen om inves-
teringsmojligheter. Offentliga insatser bor darfor inte goras i goda tider eftersom
detta i stallet riskerar att bidra till dverhettning.

Likasa har tidigare studier konstaterat att insatser for att hjalpa arbetslésa att
starta eget — i regel i form av bidrag och/eller lan, kombinerat med nagon form av
radgivning — ar nedsldende.'* Dock foreligger ratt betydande skillnader mellan lander
vilket forklaras av hur vél anpassade olika atgardsprogram &r och av deras kvalitet.

Forfattaren drar slutsatsen att det kan finnas en principiell roll for regeringar att
vidta entreprendrskapsframjande atgarder framst vid recessioner. Problemet ar att
effektiviteten hos specifika atgarder for att framja foretagande i praktiken inte blir
valdesignade for sitt andamal och far oftast inte heller avsedda effekter. Med dessa
forbehall foreslar Parker féljande policyomraden dar vilavvagda insatser att over-
brygga nedgangar kan géra mest nytta.

| forsta hand boér atgarder genomfdéras som bidrar till att forbattra kapitaltillgangen
under finanskriser och lagkonjunkturer fér entreprendrer och mindre foretag. Det
forutsatter att insatsen (liksom andra for att stimulera entreprendrskap) kan avveck-
las nar konjunkturen vander uppat for att undvika uttrangnings- och andra negativa
effekter.

14. Vissa senare erfarenheter uppvisar mer positiva resultat (Calienda 2009).
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Andra atgarder, t ex sysselsattningsstod eller radgivning for att starta féretag, kan spela
en roll men ar sannolikt mer strukturella an tillfalliga till sin karaktér. Aven offentlig
upphandling, dvs ett slags Keynesiansk efterfragestimulans, som riktar sig till nya samt
sma och medelstora foretag (exempelvis SBIR i USA™) kan ha en positiv effekt, men
ar svart att tillampa som konjunkturregulator eftersom det bygger pa att tidsmassigt
kunna anpassa insatserna till konjunkturnedgangar. Viktigt ar dock att upphandlingen
inte minskar i ett lage med stora offentliga underskott i flertalet europeiska lander, vil-
ket skulle innebara en procyklisk snarare @n kontracyklisk effekt. P4 motsvarande satt
ar entreprendrskapsutbildning pa gymnasie- eller hégskoleniva i och for sig vallovligt
men endast pa ldngre sikt och kan inte kopplas till svdngningar i konjunkturcykeln.

Politikens 6vergripande mal maste vara att skapa forutsattningar for ett kvalitativt
och tillvaxtorienterat entreprendrskap snarare an kvantitativa sysselsattningsmal.
Det senare kan motiveras men bér underordnas det forra.

Det tidiga entreprenérskapet och konjunkturcykeln
Tim Lamballais Tessensohn och Roy Thurik stéller (i kapitel 3) fragan om entreprenér-
skapspolitiken kan paverka konjunkturcykeln och om det ar olika typer av entrepre-
norskap som star for en eventuell paverkan. Tidigare har visats att entreprendrskap
forefaller positivt paverka tillvaxttakten, dven om det pagar en diskussion om orsaks-
sambanden. Mer tydliga samband har konstaterats mellan entreprendrskap och
arbetsloshet, de verkar paverka varandra genom s k push- och pulleffekter. Den forsta
innebar att nar en ekonomi viker sa knuffas fore detta anstallda ut i eget féretagande
medan pulleffekten syftar pa ett entreprendrskap som bottnar i att en affarsmojlighet
med férvantad lo6nsamhet har definierats. Dessa typer av entreprendrskap brukar ocksa
kallas nédvandighets- och mojlighetsbaserat. Det innebar att olika typer av entrepre-
norskap kan férvantas paverka — och bli paverkade av — konjunkturcykeln pa olika satt.
Lamballais Tessensohn och Thurik stéller fragan om entreprendrskap i tidiga faser dels
kan forutspa konjunkturcykler, dels om det galler olika typer av entreprenérskap samt
slutligen om effekterna gar fran konjunkturcykel till entreprendérskap eller tvartom.
Sedan Schumpeters (1911/34) analys av kreativa forstorelseprocesser och langa
vagor ar det mycket fa studier som belyser forhallandet mellan entreprendrskap och
konjunkturcykeln. Parker, som vi redan namnt, ar en av den moderna forskningens
pionjarer. Konjunkturcykler har ansetts bero pa férandringar i investeringar och
sysselsadttning samt exogena chocker som ofta uppstatt pa ekonomins utbudssida.

15. Small Business Innovation Research (eller SBIR)-programmet gar ut pa att federala
myndigheter med forskningsbudgetar pa éver 100 miljoner dollar reserverar en viss procent
av sina kontrakt till smaféretag.
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Schumpeters arbeten féljdes av teorier om s k implementeringscykler (Schleifer
1986, Francois och Lloyd-Ellis 2008).

Till skillnad fran en tidigare studie (Koellinger och Thurik 2012) dar unga men
etablerade foretags inverkan pa konjunkturen analyserades, fokuserar férfattarna
pa nyetableringar och konjunkturcykeln. De stiller féljande fragor: Ar entreprendr-
skapet procyklist eller kontracykliskt nar en ekonomi vaxer? Teoretiska modeller ger
olika svar. En ytterligare fraga ar om olika typer av entreprenérskap har olika effekt
pa konjunkturcykeln och om dessa infaller i olika faser av konjunkturcykeln?

I Kollinger och Thurik (2012) skilde man pa globala och nationella férédndringar i entre-
prendrskap, dar de forra byggde pa viktade data for respektive land. Man konstaterade,
baserat pa ett datamaterial som strackte sig Over perioden 1972-2007 och omfattade 22
lander, att det fanns ett tydligt samband mellan globalt entreprendrskap och konjunktur-
svangningar dar tester av orsakssambanden tyder pa att férandringar i entreprendrskap
ledde till férandring i konjunkturcykeln, dvs entreprenérskapet var procykliskt. Pa det
nationella planet var det dock svarare att faststdlla nagra samband, bortsett fran att
arbetsloshet forefaller paverka nystart av foretag. Dessa skillnader kan bero pa landspeci-
fika effekter som ar svara att identifiera statistiskt, att nationella konjunktursvangningar
sprids genom internationell handel eller genom att nivan pa entreprendrskapet ar mer
stabil pa aggregerad an nationell niva. Ett annat skal ar att olika typer av entreprenérskap
har olika effekter pa konjunkturcykeln dar en typ ar procyklisk och en annan kontracyklisk.

Intuitivt forefaller det rimligt att entreprendrskapet féregar en uppgang i konjunk-
turen. Entreprendren tar en stor risk, satsar kapital och andra resurser med férhopp-
ningen att det ska generera framtida intékter. Det ar osannolikt att dessa satsningar
sker i en vikande konjunktur.

Forfattarna ar noga med att framhalla att de i férsta hand vill studera om entre-
prendrskap och nyforetagande féregar en uppgang i konjunkturcykeln, utan att leda
i bevis att kausaliteten gar fran entreprendrskap till konjunktursvangning.’® Att ett
o6kande entreprendrskap forutspar hogre tillvaxt skulle kunna bero pa att entrepre-
ndren introducerar nya varor och tjdnster, 6kar konkurrenstrycket, minskar arbetslos-
heten eller bidrar till kunskapsspridning mer generellt. Nar konjunkturen star pa topp
kan entreprendren tveka om dess uthallighet, risken for en nedgang blir tydligare och
den framtida alternativkostnaden for att fortsatta som entreprencér eventuellt hogre.
| nedgangsfasen kan det ocksa vara entreprendrerna och nystartade féretag som
framforallt innoverar medan aldre och etablerade foretag ofta ar fastinvesterade i en
teknik som minskar deras innovationsbendgenhet.

Lamballais Tessensohn och Thurik delar inte bara in entreprendrskapet i mojlighets-
och nédvandighetsbaserat utan ocksa i innovativt och imitativt och hur dessa typer
av entreprendrskap samvarierar med konjunkturcykeln och arbetsléshet. Analysen

16. Se Parker for en diskussion om kausalitetsproblemen vad géller entreprendrskap och
konjunktursvangningar.
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omfattar 22 OECD-lander under perioden 2001-2011." Figur 4 visar relationen mellan
nodvandighetsbaserat entreprendrskap, arbetsléshet och konjunkturcykeln medan
Figur 5 illustrerar hur mojlighetsbaserat entreprendérskap (fordelat pa innovativt och
imitativt) samvarierar med konjunkturcykeln. Som framgar av Figur 4 forefaller det
nddvandighetsbaserade foretagandet vara nara kopplat till arbetsldshetens utveckling
och ligga tidigt i konjunkturcykeln. Monstret ar delvis annorlunda for det mojlighets-
baserade dar nedgangen borjar ett par ar innan konjunkturen viker nerat, foljt av en
forsiktig uppgang under det djupaste krisaret 2009, for att darefter ytterligare skjuta
fart. Forfattarna konstaterar ocksa att merparten av allt entreprendrskap kan hanforas
till innovativt och ar maojlighetsbaserat for OECD-landerna (mellan 74 och 83 procent),
att fordelningen mellan olika typer ar relativt stabil och att det i férsta hand ar néd-
vandighetsbaserat entreprendrskap som varierar. Likasa ar variationerna betydande
pa nationsniva. For Sveriges del kan noteras att vi ligger under snittet vad galler inno-
vationsbaserat nyforetagande, men betydligt 6ver vad galler det totala mojlighetsba-
serade entreprendrskapet.

FIGUR 4. Nodvandighetshaserat entreprenérskap multiplicerat med 10, arbetsloshet
och BNP % avvikelse fran trend (konjunkturcykeln), 22 lander
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Kdlla: Figur 5, kap 3.

17. Data hamtas fran en rad olika kallor, framst OECD och Global Entrepreneurship Monitor. For
en svensk sammanfattning av GEM-studien, se Braunerhjelm m fl (2012).
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FIGUR 5. Innovativt och imitativt entreprendrskap, BNP % avvikelse fran trend
(konjunkturcykeln), 22 lander.
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Kalla: Figur 7, kap 3.

Lamballais Tessensohn och Thurik visar i sin analys hur olika typer av entreprendrskap
i tidiga skeden samvarierar med konjunkturcykelns olika faser. Till skillnad fran ana-
lysen i Koellinger och Thurik, dar ocksa kausaliteten testas mellan entreprendrskap
och konjunkturvaxlingar, gors inga test av orsakssambanden. Men det ligger néra till
hands att forvanta sig ett liknande samband i detta fall. | denna rapport (kapitel 3) testar
forfattarna i forsta hand hypotesen att forandringar i entreprendrskap foregar svang-
ningar i konjunkturen. En enkel sambandsanalys mellan innovativt och mojlighetsba-
serat entreprendrskap i tidiga faser visar att forandringar i detta foregar — predikterar
— forandringar i konjunkturcykeln, men att monstret for delperioden 2007-2011 ser
nagot annorlunda ut. Forandringar med storst forklaringsvarde forefaller intraffa tva
ar innan det sker en trendmassig forandring i konjunkturen. En 6kning (minskning) i
det mojlighetsbaserade entreprendrskapet foljs av en konjunkturuppgang (nedgang)
tva ar senare. Betraffande nodvandighetsbaserat entreprendrskap dr sambandet
betydligt svagare utom for just perioden 2007-2011, dvs krisaren, da sambandet blir
starkare och negativt.

Ett motsvarande samband noteras med avseende pa arbetslésheten. En uppgang
(nedgang) i det innovativa och mdjlighetsbaserade entreprendrskapet samvarierar
med en minskad (6kad) arbetsldshet.
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Forfattarna drar slutsatsen att det finns starka skal som talar for att fordndringar i det
mojlighetsbaserade foretagandet foregar férandringar i konjunkturcykeln med en
efterslapning pa ett till tva ar. Men ocksa att det &r stora skillnader mellan olika typer
av entreprendrskap och dar sarskilt det nodvandighetsbaserade forefaller starkt
lankat till forandringar i arbetslosheten och inte foregar forandringar i konjunkturen.
Intuitionen i detta ar att mojlighetsbaserat entreprendrskap kan antas vara base-
rat i individens beddomning om den framtida ekonomiska utvecklingen. Férvantar
sig denne en god utveckling ar sannolikheten hogre att planerna pa att starta ett
foretag forverkligas. Detta kan i sin tur leda till fler sysselsatta, 6kade investeringar
och en hogre képkraft som bidrar till att forstarka konjunkturen. Samtidigt papekar
forfattarna att det ar svart att utreda hur sambanden l6per. Gér entreprendren sin
beddmning darfor att konjunkturen ar i en uppatgaende eller stark fas mer generellt?
Utvecklingen under 2000-talets forsta halft tyder inte pa att sa ar fallet, da en stark
konjunkturuppgang sammanfoll med en nedatgaende trend fér det mojlighetsba-
serade entreprendrskapet, kanske darfor att tvivel radde vad géllde de langsiktiga
forutsattningarna for en fortsatt uppgang.

Oaktat orsakssambanden finns det tydliga kopplingar mellan entreprenérskapets
niva, fas i konjunkturcykeln och arbetsloshet dar en ekonomisk politik som stimulerar
entreprendrskap kan dampa arbetsloshet och en fortsatt svag konjunkturutveckling.
Men det &r viktigt att skilja pa olika former av nyforetagande. Forfattarna férordar
policyinsatser pa tre omraden: For det forsta bor arbetsloshetsunderstoden inte vara
for generdsa eftersom det tenderar att permanenta arbetslésa och minska deras sok-
beteende, inklusive mot eget foretagande. For det andra maste regleringsbordan hallas
pa rimliga nivaer, trots att kriser ofta leder till krav pa betydande regleringsinsatser.
Slutligen ar det viktigt for de politiska beslutsfattarna att halla sig neutrala gentemot
storre foretag som ofta har en starkare forhandlingsposition an mindre och nya foretag.

Betydelsen av en entreprenérskapskultur. Empiriska beldgg och policyslutsatser
Tidigare studier har konstaterat stora skillnader mellan regioner inom ett och samma
land vad galler entreprendrskapets nivd och synen pa entreprenérskap (North
1994, Sternberg 2009). Dessa skillnader har dessutom visat sig vara seglivade och
bestd i bdde ett och tvd decennier. Genom att anvdnda regionala data p3 Ost- och
Vasttyskland som stracker sig tillbaka till 1925 havdar Michael Fritsch och Michael
Wyrwich (kapitel 4) att entreprenérskapskulturen kan bita sig fast betydligt langre
in ett par decennier. An mer frapperande ir att dessa regionala skillnader éverlevt
férodande krig, artionden av socialistisk planekonomi, migration och kompe-
tensflykt. Forfattarna férklarar detta med férekomsten av en varaktig, regional
entreprendrskapskultur.

Vari bestar en sadan regional entreprendrskapskultur? Vissa specifika forutsatt-
ningar som av naturliga skal inte dandras sarskilt mycket over tid kan vara en forkla-
ring, men forfattarna analyserar fenomen som de definierar som “en positiv kollektiv
programmering [i manniskors] sinnen”, eller en "aggregerad psykisk egenskap” dar
manniskor i en viss region har positiva uppfattningar om individualism, oberoende och
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prestation vilket leder till en positiv uppfattning om entreprendrskap. Kdnnetecknande
for "kultur” &r att den férandras gradvis och langsamt och darfor 6verlever plotsliga
ekonomiska fordandringar och kriser. Darfor ar Tyskland ett sarskilt intressant exempel,
dar det finns data 6ver nyforetagande och egenféretagande for en 80-arsperiod som
dessutom kdnnetecknats av stora och allvarliga handelser; 1929 ars krasch, nazisternas
makttilltrade 1933, andra varldskriget, segrarmakternas ockupation darefter, massiva
flyktingstrémmar i krigets spar ateruppbyggnaden och till slut aterféreningen 1990.
Osttyskland upplevde 40 ar av socialiststyre och &vergéngen till marknadsekonomi
var ocksa en chockterapi. Mellan 1989 och 1991 minskade andelen sysselsatta inom
tillverkningsindustri i forna Osttyskland fran 49 till 16 procent.

Forfattarna utgar fran data 6ver egenféretagande utanfor jordbrukssektorn som
andel av alla sysselsatta, nedbrutet pa regioner i Tyskland. Andelen egenféretagare
anvands som ett matt pa entreprendriell aktivitet (Figur 6).

FIGUR 6. Andel nyforetagare regionalt férdelat i Tyskland 2005.
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For definitioner, se kapitel 4.
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| genomsnitt ligger omraden med mer entreprendrskap i vastra Tyskland medan
regionerna i den Ostra delen i genomsnitt kdnnetecknas av en lagre aktivitet. | det som
sedermera blev Osttyskland hade omradena i séder 1925 en relativt hég entreprendriell
aktivitet medan omraden runt Berlin hade mycket lag andel egenféretagare (Figur 7).

FIGUR 7. Andel egenforetagare regionalt fordelat i Tyskland 1925 (exkljordbruk).
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For definitioner, se kapitel 4.

De mer entreprendriella delarna karaktariserades av en langre och mer djupgdende
industriell tradition, liksom av ett jordbruk som préaglades av smabruk snarare an
storskaligt jordbruk. | jamforelsen med 2000-talet anvands ocksa graden av arligt
nyféretagande 2000-2005 per 1000 invanare, vilket ar ett matt pa dynamiken i
foretagandet.

Mellan 1949 och 1989 da staten Osttyskland bedrev en uttalad anti-féretagarpo-
litik pressades det privata foretagandet radikalt tillbaka genom massiv socialisering
av existerande foretag och férhindrande tillkomsten av nya (Pickel 1992). Fére
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aterféreningen 1989 var endast 1,8 procent av den arbetsfora befolkningen egenf6-
retagare, medan motsvarande andel i Vasttyskland var 10,5 procent. Dock lyckades
inte regimen att helt utplana smaforetag och i de regioner som tidigare hade hogre
andel entreprendrskap, avstod ocksa en storre andel av t ex hantverksforetag att
ansluta sig till socialistiska kooperativ. De regioner som i slutet av DDR-epoken (Figur
8) hade relativt hogre andel egenféretagare uppvisade nagra ar efter aterforeningen
ocksa hogre takt i nyforetagandet och hade alltsa klarat 6vergangen till marknads-
ekonomi relativt battre dn andra delar av landet.

FIGUR 8. Andel egenforetagare regionalt fordelat i forna Osttyskland 1989.
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For definitioner, se kapitel 4.

Regressionsanalyser avseende Ostra Tyskland avslGjar ett robust signifikant positivt
samband mellan egenféretagande 1925, nivan pa egenféretagandet 1989 efter 40
ar av socialism, och forandringar i egenféretagandet under perioden 2000 — 2005.
Denna positiva effekt kvarstar daven da férfattarna kontrollerat for regional industri-
struktur 1925 och inkluderat andra variabler som forklarar nyféretagandet, t exandelen
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FoU-anstéllda i regionen, regional arbetsloshet och befolkningstathet. Férfattarna
drar darfor slutsatsen att den historiska nivan pa egenforetagandet ar en viktig del i
forklaringen av nyféretagandet idag.

Den relativa stabiliteten i det regionala entreprendrskapet grundas enligt
forfattarna i troga och svarféranderliga regionala entreprendrskapskulturer. Vad
bestar da denna regionala kultur av? Fritsch och Wyrwich delar upp fenomenet
i politiska respektive normativa-kognitiva kulturlager. Till de normativa-kognitiva
rdknas utbredd social acceptans for egenforetagande, entreprendriella varderingar
hos méanniskorna i regionen, rik tillgang pa personer med entreprendrsegenskaper
och manga forebilder. Bland de politiska forklaringsvariablerna namns foretagar-
vanliga lagar och regler, en stédjande infrastruktur, frimjande av en realistisk
bild av entreprendrer genom t ex kampanjer och kontaktskapande samt slutligen
entreprendrskapsutbildning.

Den starka uthalligheten hos en féretags- eller entreprenérskapskultur nar den val
etablerats i en region innebar att det finns langsiktiga vinster med att soka etablera
en sadan. Att utveckla en kultur kan dock ta mycket lang tid och krava ett uthalligt och
konsekvent policyarbete. En politisk strategi att infora en entreprendrskapskultur
bor darfor ses som ett langsiktigt byggande av ett slags entreprendériell kapitalstock.
Avkastningen dréjer, men nar den val uppkommer blir den uthallig och ger positiva
resultat langt in i framtiden. Som férfattarna visar kan en genuin entreprenérskaps-
kultur fortleva ocksa under perioder av chocker och prévningar, t o m fyra decennier
av en uttalad anti-foretagarpolitik och ett forédande krig. Denna motstandskraft
innebar i sin tur ocksa att de omraden som utvecklat en regional kultur av entrepre-
norskap battre kan sta emot negativa forandringar och kriser.

For att stimulera framvaxten av regional entreprenorskapskultur behovs atgarder
av manga skilda slag. Som ovan namnts hor ett generellt gott foretagarklimat, en
regional positiv syn och en stddjande infrastruktur dit. Positiva forebilder lyfts fram
liksom kontakter med foretagare som utvecklas bl a av regionens universitet och
skolor. Inslag som affdrsplanetdvlingar, seminarier och traffar med entreprenérer
kan har spela roll. Undervisning i entreprendrskap bidrar till att ge elever insikter i
foretagande och kunskap om den egna potentiella férmagan som féretagare. Vidare
kan bilden av féretagare i media spela roll for den sociala acceptansen av entrepre-
norskap. Att bidra till minskad social stigmatisering av att misslyckas som foretagare
kan ocksa utgora ett viktigt inslag i byggandet av en uthallig regional foretagskultur.

Slutligen bor policy-atgarder som syftar till att utveckla den regionala kunskaps-
basen och att framja innovationsaktiviteter inga i den langsiktiga politiken. Dessa
kan bidra till att nya féretag skapas, vilket i sin tur bidrar till att kunskap omvandlas
till kommersiella framgangar och tillvaxt. Innovationspolitik och skapandet av en
entreprendrskapskultur hdnger intimt samman; att stimulera entreprenérskap kan
bidra till att den regionala kunskapsekonomin blir mer effektiv.

De normativa mjuka institutionerna och de mer konstitutionella normerna (lagar
och regelverk) utvecklas i samverkan och paverkar varandra. Att bygga en politik
som utvecklar entreprendrskapskultur kan alltsa sagas fungera som en foérsdkring
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och ett forebyggande aterhamtningsprogram och borde enligt forfattarna vara ett
hogprioriterat policyomrade.

Nyféretagande, entreprendrskapskultur och konjunkturcykeln: Det svenska
fallet

Martin Andersson konstaterar i kapitel 5 att intresset for regional entreprendrskaps-
kultur har okat kraftigt. Flera ledande forskare menar till exempel att skillnader i
entreprendrskapskultur mellan regioner ar av central betydelse for att forsta entre-
prenérskapets geografi. | en bred mening kan man saga att nar forskare skriver om
regional kultur och entreprendérskap avser man kollektiva normer och véarderingar
som paverkar entreprendrskap, till exempel individers bendgenhet att testa nya idéer
genom nyféretagande.

Andersson visar i sitt kapitel att de regionala skillnaderna i entreprendrskap (matt
som nyféretagande) ar betydande, de uppgar till en faktor som 6verskrider fem.
Antalet nya arbetsstallen per tiotusen invanare i landets kommuner stracker sig fran
omkring 50 till cirka 300. Det finns sjalvklart flera forklaringar till dessa monster, varav
entreprendrskapskultur endast &r en av flera. Vilka empiriska samband ar det som
gjort att forskningen intresserat sig for regional entreprendrskapskultur? | kapitlet
redogors for tva sadana samband for Sverige: (i) stabiliteten i regionalt entreprenér-
skap 6ver tid och (ii) variationen 6ver konjunkturcykler.

Ett sarskiljande drag hos entreprendrskapskultur ar att det som begrepp avser
faktorer som forandras i mycket langsamma processer. Normer och vérderingar adrvs
mellan generationer och byggs upp under mycket lang tid. Oliver Williamson — en av
varldens mest inflytelserika institutionella ekonomer — menar till exempel att den
relevanta tidsskalan for informella institutioner (som just varderingar och normer)
ofta uppgar till arhundraden. Fenomen som i stor utstrackning beror pa sadana
trogrorliga och oféranderliga faktorer bor da ocksa uppvisa varaktighet 6ver tid. Mot
denna bakgrund menar flera forskare att just bestandigheten i entreprendrskapets
geografi over tid och dess monster under ekonomiska chocker (som kraftiga kon-
junktursvangningar) talar for att en regional entreprendérskapskultur ar en viktig och
ekonomiskt betydelsefull faktor.

Forskning pa svenska data ger starkt stod for detta. For det forsta visar enkla ana-
lyser att bestandigheten i nivan pd nyféretagandet mellan landets regioner ar hég.
Till exempel kan nyforetagandet i Sveriges kommuner 1987 forklara éver 50 procent
av variationen i nyféretagandet tva artionden senare, dvs 2007 (Figur 9). Detta géller
trots att tidsperioden innefattar 1990-talskrisen som innebar en kraftig nedgang, och
med ett efterféljande skifte i sysselsattning fran tillverkningssektorer mot i huvudsak
kunskapsintensiva tjanstebranscher. Effekten av historiskt nyféretagande finns ocksa
kvar dven om man tar hansyn till flera andra faktorer som t ex arbetsloshet, utbild-
ningsniva, industristruktur och marknadsstorlek.

Dessutom finns det starkt stod for att regional entreprendrskapskultur utvecklas
i sjdlvforstarkande processer éver tid genom entreprendriellt ldrande. Detta inne-
bar att entreprendrskapskultur inte bara ar en bidragande faktor till en regions
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entreprendrskap, men ocksa delvis en produkt av detsamma. Ett exempel pa denna
typ av ldarande ar att entreprendrer kan vara férebilder och kalla till inspiration for
andra personer som funderar pa att starta foretag. Argumenten om entreprendriellt
larande och sjalvfoérstarkande processer ger vid handen att det ar sarskilt i regioner
med héga historiska nyforetagarnivaer som uppvisar bestandighet over tid. | kapitlet
redovisas resultat for svenska kommuner som tyder pa just detta — kommuner med
hoga nivaer pa nyforetagande uppvisar starkast varaktighet 6ver tid (allt annat lika).

FIGUR 9. Relationen mellan nyféretagande 2007 och 1987 i svenska kommuner
(nyetableringar per invanare 16-64 ar).
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Nyforetagande 2007
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Kdlla: Figur 2, kap 5.

For det andra visar analyser av entreprendrskapets geografii Sverige under 1990-tals-
krisen att krisen i huvudsak paverkade nivan pa nyféretagandet pa ett generellt
plan — inte den geografiska férdelningen. Detta trots att 1990-talskrisen paverkade
olika kommuner i olika hég utstrackning. Kapitlets analyser av konjunkturcykler och
nyforetagande skiljer pa nodvandighets- och mojlighetsbaserat entreprendrskap.
Det nédvandighetshaserade entreprendrskapet dkade kraftigt nar krisen slog till
och arbetslésheten 6kade, men sjonk i takt med att ekonomin aterhdamtade sig. Det
mojlighetsbaserade entreprendrskapet sjonk under krisen men Okade sakta i takt
med att ekonomin aterhdmtade sig. Denna typ av entreprendérskap uppvisar ingen
uppgang nar arbetslosheten var som hogst kring 1994. Det nédvandighetsbaserade
entreprendrskapet forefaller ocksa 6ka under aren precis innan krisen slog till.
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Hur paverkades den regionala férdelningen av de olika typerna av nyféretagande?
Olika kommuner drabbades olika hart. Under krisaren 1991-1994 tappade vissa kom-
muner nastan en fjardedel av sin sysselsattning medan andra tappade endast ett par
procent. Trots detta visar analyserna i kapitlet att den regionala férdelningen inte
paverkades namnvart under krisen. | kapitlet jamfors fyra tidsperioder: (i) fore krisen
1987-1990, (ii) krisaren 1991-1993 (iii) efter krisen 1994-1997 och (iv) aktuellt ldge
2004-2007. Oavsett om man tittar pa nédvandighets- eller mojlighetsbaserat entre-
prenérskap ar den huvudsakliga bilden att den geografiska fordelningen av nyfore-
tagandet inte paverkades namnvart av krisen. | stort behéll Sveriges kommuner sin
position i fordelningen under hela krisen. Anderssons slutsats ar att dessa analyser
ger ytterligare stod for att regional entreprendrskapskultur dr en central faktor for ett
bestandigt entreprendrskap.

Vad ar da slutsatserna for politiken? En forsta slutsats som kapitlet lyfter fram ar
att politiken inte pa kort sikt kan férandra en regions historia. Historiskt betingade
fenomen som en regions entreprendrskapskultur ar drvda och politiken bor beakta
och i viss utstrdckning ocksa anpassas till olika regionala kontexter. Det senare kraver
forstas kunskap om den regionala kontexten. | kapitlet lyfts effekter av stora regio-
nala investeringar som en ny fabrik, infrastruktur och regional hogskola fram som
exempel. Detta ar investeringar som ar associerade med lokala multiplikatorer, och
antas ofta bidra till sa kallade entreprendriella mojligheter. Till exempel kan en ny
regional hogskola 6ka efterfragan pa pubar, kaféer och restauranger och kulturutbud
genom ett inflode av studenter och hogskolepersonal. Men for att dessa mojligheter
ska realiseras kradvs entreprendrskap och entreprendérer.

| regioner med stark entreprendrskapskultur kan bendgenheten att realisera
mojligheter vara stoérre, med storre regionala effekter av investeringen till foljd.
Podngen med detta exempel ar att belysa att diskussioner om policyatgarder och
dess forvantade effekter bor sattas i relation till den regionala kontext och entrepre-
norskapskultur i vilken dtgarderna utformas och implementeras. | detta sammanhang
ar en politik som utformas for att passa alla sannolikt ineffektiv.

En ytterligare policyslutsats som presenteras ar att entreprendrskapskultur ar just
historiskt betingat och férdandras i langsamma processer, vilket innebar att politiken har
begransade mojligheter att paverka. Policyatgarder for att stimulera entreprendrskap
bor darfor vara utformade utifran langsiktighet och vara inriktade pa strukturella fak-
torer. Detta ger stod for att dven inom entreprendérskapspolitiken tanka utifran ramverk
och helhetssyn, inte minst fér att komma at langsiktighet och strukturella faktorer (se
t ex Braunerhjelm m f1 2012). P3 ett generellt plan lyfter kapitlet ocksa fram behovet av
policyatgarder som kan ge spridningseffekter och initiera den typ av sjalvférstarkande
processer som diskuteras i kapitlet. | en regional kontext kan detta handla om atgar-
der som att 6ka inflyttning av entreprendrer t ex genom en effektiv lokal narings- och
bostadspolitik, stimulera nyetablering med komplementéara atgarder for att realisera
den potential detta ger upphov till, etc. En grundlaggande aspekt pa att uppmuntra
entreprendrskap och driva pa mot en entreprendérskapskultur ar att framja forebilder och
aktivt verka foér 6kad tolerans och ifragasattande av vedertagna normer och |6sningar.
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ENTREPRENEURSHIP AND THE
BUSINESS CYCLE: EVIDENCE
AND IMPLICATIONS FOR
POLICY-MAKERS

@ SIMON C. PARKER

Introduction

It is widely believed that entrepreneurship promotes long-term increases in living
standards, via wealth and job creation, innovation and growth (Acs & Audretsch,
1988; Cagetti & de Nardi, 2006; Carree et al, 2002). Yet less is known about the
relationship between entrepreneurship and the business cycle, including whether
entrepreneurship varies positively or negatively with the business cycle (i.e. whether
entrepreneurship is pro- or counter-cyclical); and whether entrepreneurship lags or
leads the business cycle (Koellinger & Thurik, 2012). This is unfortunate given that
policy-makers want to know whether entrepreneurship can provide a way out of low
growth and recession, conditions that many developed countries find themselves in
at the end of 2012. At the time of writing, large companies are continuing to downsize
their workforces in response to subdued demand for their products; yet at the same
time many governments seem to have reached the limits of what they can do with
conventional monetary and fiscal policies. Policy-makers therefore want to know
whether entrepreneurship provides an effective stimulus which can be turned on
during recessions and turned off during booms.
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This chapter will present and discuss some evidence relating to this question. Three
questions arise when trying to answer it, which bear on the feasibility and desirability
of using entrepreneurship policy as an economic stabilization tool:

1. Isentrepreneurship positively or negatively related to the business cycle?

2. Isthe co-variation of entrepreneurship with the business cycle contempora-
neous or work with a lead or a lag — and if so how long are the leads or lags?

3. Do variations in entrepreneurship cause, or are they caused by, the business
cycle — or do both cause each other?

Here, the word “variation” refers to (cyclical) deviations of entrepreneurship or out-
put from its “trend” (or “natural”) rate — these terms will be defined more formally
below. Answers to the three questions are of interest to policy-makers in their own
right. For instance, if the answers reveal that variations in entrepreneurship positi-
vely and strongly cause variations in output with a one-year lag, then policymakers
may have a case to promote entrepreneurship as a counter-recessionary tool. If, on
the other hand, the lag operates over five years or more (which is longer than the
typical political cycle) — or if entrepreneurship responds to the business cycle rather
than causing it— then the scope for policy intervention may be weaker.

Fortunately, research has provided answers to the three questions above, which |
will discuss below. That will enable me to determine whether scope exists in principle
for entrepreneurship to act as a timely source of macroeconomic stimulus. Of course,
in practice entrepreneurship tends to be the outcome of market forces, and it is far
from obvious whether governments can and should intervene with policies to stimu-
late entrepreneurship. So | will also furnish some discussion, which will of necessity
be brief, of the effectiveness of several entrepreneurship promotion policies as well.
Perhaps surprisingly, it will turn out that the evidence on this issue seems to be mud-
dier than on the macroeconomic linkage between variations in entrepreneurship and
the business cycle.

The macroeconomic linkage between entrepreneurship and output variations is
one of two policy-relevant questions addressed in this chapter. The second question
asks whether entrepreneurship can reduce high unemployment rates that are com-
monly observed during recessions. One particular reason why governments look to
entrepreneurship in times of recession is linked to the following “Established Facts”:

1. Unemployment rates fall during booms and rise during recessions (Neft¢i, 1984)

2. New firms create a disproportionate number of jobs, in contrast to large
established firms which on average destroy more jobs than they create
(Haltiwanger et al, 2009)

3. The unemployed are disproportionately more likely to become entrepreneurs
than employees are (Evans & Leighton, 1989)
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Taken together, these established facts might suggest that government ought to con-
sider establishing public programs to assist the unemployed in creating new ventures
in recessions rather than expecting them to find work in a contracting wage-and-
salary labor market. Not only would they create a new job for themselves, the reaso-
ning goes, but also they might grow and create additional jobs for other people. This
chapter will discuss evidence on the entrepreneurship-unemployment relationship
and will also review the effectiveness of employment assistance schemes designed
to transition unemployed workers into self-employment.

Before proceeding any further, it is essential to clarify some terminology. For
the most part, “entrepreneurship” in this chapter will be taken to refer to the
emergence of new firms rather than the continuation of existing firms (Holtz-Eakin,
2000). However, | will occasionally refer to outcomes involving small firms when that
concept is more appropriate. For the most part, entrepreneurship is operationalized
empirically in terms of self-employment, reflecting the widespread availability of
self-employment data in many countries. Thus, when | refer to the “entrepreneurship
rate”, | will usually have in mind an empirical measure such as the self-employment
rate, which is defined as the ratio of the number of self-employed to the overall labor
force.

There are both advantages and disadvantages of using self-employment as a proxy
for entrepreneurship. On the one hand, self-employment is an inclusive and conve-
nient measure of entrepreneurship; the self-employed are residual claimants of their
own ventures and correspond to the risk-bearing arbitrageur and innovator empha-
sized in various early writings on the entrepreneur by Frank Knight, Israel Kirzner and
Josef Schumpeter (Parker, 2009, Chap. 2.1). On the other hand, self-employment has
some well-known limitations as a measure of entrepreneurship, since it over-samples
casual “hobby” businesses which are of limited economic value. This measure also
under-samples radical path-breaking new ventures. Because the chapter synthesi-
zes and analyzes existing studies, rather than presenting the results of brand new
research, these pros and cons will be taken as given; the reader should interpret the
results and discussion accordingly.

The remainder of the chapter has the following structure. Section 2 analyzes
whether entrepreneurship can be a timely source of macroeconomic stimulus.
Evidence on the three sub-questions in the outset of this chapteris reviewed, and con-
clusions (including policy recommendations) are drawn. Section 3 reviews evidence
on whether entrepreneurship can reduce unemployment, and discusses the impact
of Employment Assistant Schemes policies in this context. Section 4 concludes.

Could Entrepreneurship be a Timely Source of Macroeconomic
Stimulus?

In contrast to the extensive empirical literature in macroeconomics (Cooley, 1995),
which has sedulously researched co-movements of aggregate macroeconomic
statistics such as output, investment and productivity, less is known about how
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entrepreneurship evolves over the business cycle. Nevertheless, over the last few
years an evidence base has developed which draws on empirical methods common
in macroeconomics by using aggregate time series data to explore whether business
cycles affect and/or are affected by entrepreneurship. The imperatives of brevity and
accessibility preclude a detailed explanation of empirical research methods in both
of these categories; only a brief overview of methods will be given (see e.g. Parker et
al, 2012, 2013 for details). Instead, the emphasis will be on the empirical findings and
their likely generalizability and robustness.

As a preliminary step to measure a cycle in a macroeconomic data series, a resear-
cher needs to apply a “filter” (e.g. a “Kalman” or “Hodrick-Prescott” filter) to decom-
pose a time series into two component series: a “trend” and a “cycle”. The cycle
component is commonly viewed as draws from a random variable. (The “cycle” need
not have a regular periodicity and so might be better described as “fluctuations”).
Likewise, the “trend” need not be a smooth linear function of time, but can be non-
linear. Another name for “trend” is “natural rate” (Jaeger & Parkinson, 1994). For
instance, the “natural rate of entrepreneurship” is that rate around which the actual
observed rate of entrepreneurship is expected to fluctuate randomly at a given point
in time (Carree et al, 2002). That is, although random shocks might shift the rate of
entrepreneurship away from the natural rate, it is expected to return towards the
natural rate eventually. The natural rate may be time-varying.

A key preliminary empirical question is whether economic shocks have temporary,
persistent or permanent effects on entrepreneurship. A temporary shock would
move the entrepreneurship rate around for a short while before it reverted back to
its “natural rate”, whereas a persistent shock implies that entrepreneurship would
take longer to revert to its natural rate. A permanent shock on the other hand would
move entrepreneurship away from its natural rate without any tendency for it to
revert, and the new entrepreneurship rate would remain there until another (ran-
dom) shock occurred.

This is an important practical question because the economic and policy impli-
cations differ dramatically between these cases. If shocks are persistent, rates
of entrepreneurship are more sensitive to the business cycle than if shocks are
temporary. In the former case, a corrective policy intervention may be warranted
to return entrepreneurship back to its natural rate — especially if entrepreneurship
is impacted negatively by the cycle. If shocks are permanent, however, the rate of
entrepreneurship can be treated as akin to a “random walk”: cyclical shocks domi-
nate and deterministic factors (including policy interventions) have little or no long
run impact. A type of “policy neutrality” applies in this case.

Time series data on rates of entrepreneurship can be used to estimate whether
shocks have temporary, persistent or permanent effects. To the author’s know-
ledge, Parker et al (2012) is the only systematic and robust analysis of this issue to
date. Parker et al analyzed the self-employment rates (the most common proxy for
entrepreneurship, as noted above) of 23 OECD countries over the period 1972-2006.
Building on earlier work by Congregado et al (2013) but using a superior empirical
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methodology, Parker et al (2012) found that shocks to rates of entrepreneurship in
developed countries are highly persistent but not permanent. Perhaps reassuringly,
therefore, governments are not faced with policy neutrality: they can in principle
influence rates of entrepreneurship through entrepreneurship-promotion policies.
Congregado et al (2013) found similar results for the USA — but not for Spain, where
shocks seemed to have permanent effects. This study is methodologically less robust
than Parker et al (2012), so perhaps not too much should be read into it, apart from
the well-worn warning to policy-makers that policies which work in one country are
not guaranteed to work in another.

Having established that shocks are likely to be persistent rather than permanent,
| will now examine more deeply into how cyclical variations in output and entrepre-
neurship are related. That will enable me to address the three questions posed in
the Introduction. Several studies have explored the correlations between the cyclical
components of entrepreneurship and economic activity. Correlations need not be
contemporaneous but can involve lags or leads. Consider the following examples. In
the first example, cycles in entrepreneurship two years ago are correlated with cycles
in output this year. Then entrepreneurship would be termed a “leading indicator” of
the business cycle. As the second example, cycles in entrepreneurship this year are
correlated with cycles in output two years ago. Then entrepreneurship would be ter-
med a “lagging indicator” of the business cycle. If these correlations are statistically
significant, we can choose to endow such findings with causal meaning too, in the
sense of Granger (1969), which is the third question asked. Thus in the first example
above, variations in entrepreneurship “cause” business cycles, while in the second
example, business cycles “cause” variations in entrepreneurship.

2.1. Correlations Between Entrepreneurship and Economic Activity
Highfield & Smiley (1987) is an early study which explored correlations between the
rate of growth of new company incorporations on the one hand, and unemployment
and interest rates on the other. While the incorporation of (mainly established) busi-
nesses is not a conventional measure of entrepreneurship, the results are interesting
nevertheless: Highfield & Smiley (1987) estimated that new firm incorporations are
associated with higher unemployment and interest rates in the preceding year and
with lower unemployment and interest rates in the following years. One tentative
(since we lack further confirmatory evidence) interpretation of these results is that
firms incorporate themselves to protect the entrepreneur’s assets in times of slug-
gish economic activity — which may lead to investments which stimulate increased
economic activity in later periods.

Applying similar methods of temporal cross-correlations as those used by Highfield
& Smiley (1987), a paper by Campbell (1998) shows that the manufacturing plant
entry rate in the US covaries positively with output and total factor productivity (TFP)
growth, while the exit rate is a leading indicator of all these variables. These fin-
dings are consistent with the Schumpeterian notion of “creative destruction”, which
proposes that entrepreneurs create new firms which displace old ones offering less
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attractive, more expensive, or simply obsolete products. The lag structure estimated
by Campbell (1998) suggests that a persistent improvement to productive technology
first causes old plants to cease production, increasing the plant exit rate. Later, new
plants enter which incorporate the latest and most productive technology, causing
output and total factor productivity to rise. Caballero and Hammour (1994) refer to
this process as the “cleansing effects of recession”, since technological improvements
introduced via new products in recessionary periods renew the capital stock of firms,
cleaning out older obsolete technologies.

A limitation of Campbell’s study for our purposes, however, is that many new
plants are expansions of existing firms rather than brand new businesses (i.e.
entrepreneurs). Hence the Campbell study does not pin down precisely the role of
entrepreneurship in the creative destruction process he analyzed. Yet the principle is
clear: the creation of new plants is associated positively with productivity and output
(i.e. upturns) and follows periods where firms close — which can be associated with
downturns.

Summarizing the evidence so far, these two US studies suggest that the answers
to the first two questions are as follows: variations in entrepreneurship are positi-
vely associated with output and productivity, which may operate with a short lag.
However, neither of these studies tests formally for causality, which is our third ques-
tion. We consider this question next.

2.2. Causality

Parker et al (2013) attempt to answer all three questions in their analysis of British
quarterly data on aggregate output, unemployment rates and entrepreneurship rates
over 1978-2010. Using a battery of methods and taking account of structural breaks
corresponding to different technological and policy regimes over this period, Parker
et al (2013) find — like Highfield & Smiley (1987) and Campbell (1998) — that variations
in entrepreneurship are positively related to variations in output and negatively
related to variations in unemployment: i.e. entrepreneurship peaks in booms when
the unemployment rate tends to be at its minimum. Furthermore, these effects were
also found to be sizeable in economic terms. This provides additional support for the
positive relationship between entrepreneurship and the business cycle discussed in
the previous sub-section. Parker et al (2013) estimated lags to be between six months
and one year.

On the face of it, the findings of Parker et al that entrepreneurship is at its lowest
position in recessions seems to be inconsistent with other evidence, discussed below,
that entrepreneurship increases during times of unusually high unemployment. In
fact, these findings are not inconsistent with each other once one takes into con-
sideration the dynamics (i.e. causation) inherent in these relationships. To address
the causality question, Parker et al (2013) performed Granger (1969) causality tests,
and found evidence of significant two-way causality over the period 1993-2010. That
is, variations in self-employment rates both cause and are caused by business cycles.
During a boom, entrepreneurship grows together with the economy in a virtuous
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circle until an exogenous shock causes a recession — at which point entrepreneurship
declines together with the economy in a vicious circle: employees are laid off and
some entrepreneurs go out of business. But in response, these unemployed workers
transition into entrepreneurship while others are hired by firms who are able to make
profits when wages are low —and the economy grows again in another virtuous circle.
So the process continues until the next recession occurs.

Just because self-employment rates affect and are affected by the business cycle
does not of course mean that both causal links are equally strong. Using a method
called “Forecast error variance decomposition”, Parker et al (2013) went on to find
that even though entrepreneurship was an important driver of cyclical variations in
output and unemployment over the period 1993-2010, its own cycle was even more
strongly affected by cyclical variations in output and unemployment.

In other periods (identified using econometric “structural break” tests), Parker et
al (2013) found slightly different results. For example, during the cyclical downturns
of 1978-1981 and 1988-1993, Parker et al found evidence that negative output varia-
tions caused entrepreneurship rates to fall below their trend without any leading
effect for entrepreneurship on output. An important point to emerge from this ana-
lysis is that different relationships between entrepreneurship and the business cycle
may hold in different time periods. This provides a second warning to policy-makers:
not only might the estimated relationship between entrepreneurship and business
cycle fluctuations vary from country to country, but these relationships might also
undergo changes within the same country over time.

The current state of knowledge on entrepreneurship over the business cycle is
limited in another important respect as well. Quite simply, the deep economic
mechanisms underlying the relationship between variations in entrepreneurship
and variations in output are unknown. Creative destruction in response to positive
technology shocks might be one mechanism, as in Campbell (1998); but other expla-
nations are also possible. These include a simple labor market clearing story whereby
unemployed workers respond to recessions by starting new firms which increases
demand in the economy, as noted above (see also Parker, 2012). A third possibility
is unrelated to direct productivity or labor market effects, and pertains to access to
finance. Small business finance is more readily available in booms than in recessions
(Bernanke & Gertler, 1989) which can in itself create more businesses. As in the most
recent financial crisis, troubled banks are forced to shrink their balance sheets in an
attempt to improve the quality of their loan portfolios. Lending to entrepreneurs is
regarded as relatively risky, despite the onerous collateral requirements usually impo-
sed on entrepreneurs; as a consequence, access to entrepreneurial finance declines
in recessions at precisely the worst time, i.e. when entrepreneurial wealth is most
constrained (Berger & Udell, 1992). Entry rates decline while firm exits increase which
further reduces output, deepening the recession; only when banks have rebuilt their
balance sheets do they extend lending again, which triggers the upswing. Access to
finance and entrepreneurship therefore recover into a boom, at which point private
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wealth recovers, making access to finance even easier — so feeding the positive stage
of the cycle (Bernanke & Gertler, 1989).

We do not know which, if any, of these underlying mechanisms underpin the cau-
sal relationships we have discussed. Evidently more research is urgently needed to
learn about these mechanisms and the scope they offer for favorable public policies.

2.3. Policy Lessons

What are the implications for policy makers? Arguably governments can do relatively
little to spur technological changes which promote productivity growth by new firms;
these are usually treated as exogenous in nature. Indeed, public subsidies directed
towards innovation typically entail time lags that are too long, and failure rates that
are too high, to be feasible policy instruments (Scherer & Harhoff, 2000). As Scherer
& Harhoff (2000) demonstrate empirically, the distribution of the value of innovations
is so highly skewed that numerous investment projects have to be undertaken before
any significant “winners” are observed. Low success rates from public investment in
innovation projects court political controversy and so can be politically unappealing.
For these reasons, while | broadly support the role of government intervention in
correcting market failures from under-investment in basic research, | do not believe
it is an effective or feasible entrepreneurial counter-cyclical policy instrument.

A more promising alternative policy intervention relates to entrepreneurial
finance. In many countries, governments work with banks to sustain their lending
to small firms in recessions. Methods for doing so include selectively relaxing capital
quality requirement rules; launching programs which make finance directly available
to entrepreneurs; and initiating or expanding loan guarantee schemes. For instance,
the Financial Times reported on September 2nd, 2012 that the UK government is
currently considering setting up a state-backed small business bank, inspired by
similar models in Germany, Ireland and the United States. This policy proposal arises
in direct response to collapsing bank lending to small businesses, caused by a flight
to safer capital, consolidation of banks’ loan books and anticipation of tighter capital
rules under the impending Basel Il agreement.

Although direct public sector loans do exist in several countries, the most popular
entrepreneurial finance intervention in practice is the Loan Guarantee Scheme (LGS).
A LGS reduces a bank’s risk exposure on an individual loan by having the public sector
take on the risk of a fraction of the loan. The largest LGS operates in the United
States, whose Small Business Administration had underwritten one-quarter of a mil-
lion loans worth some $60 billion by 2004 (the latest figures available); other schemes
operate in the UK, Germany, France and Canada. Parker (2009, Chap. 16.1) describes
LGSs in detail and provides some international evidence about their effectiveness. His
overall conclusion is that these schemes can help boost lending to entrepreneurs, but
that their economic benefits do not clearly outweigh their costs: hence the evidence
“is only mildly supportive” of the effectiveness of LGS programs (2009, 417).

A limitation of Parker’s (2009) conclusion —and of previous LGS evaluation studies
—is that it takes no account of the asymmetrically greater positive effects of an LGS in
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recessions than in booms, when credit is more widely available. The same limitation
applies to prior studies of the effectiveness of direct government loans, which have
also not distinguished between the desirability and effectiveness of such loans at dif-
ferent points of the economic cycle. Direct loans can come without business advice
— as was historically the case with the US Small Business Administration’s direct
loans — or come bundled with it, as in the case of Sweden’s ALMI Foretagspartner.
Parker (2009, Chap. 16.2) concludes from his discussion of these policies that direct
government loans can provide modest amounts of help to some SMEs if they are
well targeted. One expects government loans to be especially valuable during credit
crunches when banks cut their risk exposure by withdrawing credit even from cre-
ditworthy businesses. At times like these, government money is much less likely to
crowd out dwindling supplies of private money.

Exactly the same argument can be made in the context of Venture Capital (VC)
finance. It is well known that the market supply of private VC is strongly pro-cyclical,
owing to the organizational structure of VC funds together with information lags in
the venture investment process (Gompers & Lerner, 2002). Gompers & Lerner (2002)
argue that, while on average VC can have a powerful impact on entrepreneurship
and innovation, its impact declines sharply during booms such as the one of the late
1990s. Gompers & Lerner (2002) go on to criticize US policy-makers for boosting
VC-based government programs at times when the private VC market was the most
active, duplicating investment in “hot” sectors which the private sector already funds
extensively. While they do not claim that policies of this kind were directly respon-
sible for the declining quality of VC investments at the height of the boom, Gompers
& Lerner do contend that they “had the consequence of throwing gasoline on the fire:
i.e., they have exacerbated the cyclical nature of venture funding” (2002, 3). Instead,
these authors argue that policy-makers should focus on technologies which are not
currently popular among private investors, and should provide “follow-on capital to
firms already funded by venture capitalists during periods when venture inflows are
falling” (2002, 25). Lerner (2009) amplifies this recommendation and proposes more
details about public policy towards VC in his justly influential book The Boulevard of
Broken Dreams.

Two important caveats about government policy need to be stated at this point.
First, the private sector possesses specialized expertise in evaluating loan applica-
tions, arguably more so than public sector agencies. Consequently effective public
policies should wherever possible work together with the grain of the market, by
utilizing private sector expertise, rather than trying to substitute for it. In this respect,
a Loan Guarantee Scheme is often preferable to direct lending; and public sector
incentives to attract private sector VCs are often preferable to the creation of public
sector VC companies with public sector workers trying to imitate seasoned private
sector VCs (Hainz & Hakenes, 2012; Lerner, 2009). Second, grants to start-ups and
capital subsidies can have adverse consequences. The former can displace pre-
viously viable small firms, while the latter can incentivize entrepreneurs to under-
take economically marginal investment projects. For instance, capital subsidies have
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been associated with lower total factor productivity growth in the Swedish context
(Bergstrom, 2000).

2.4. Summary

In summary, the macroeconometric evidence suggests that entrepreneurship varies
over, and interacts with, the economic cycle in such a way that in principle a role
exists for government intervention to promote entrepreneurship during recessions.
Hence the emphasis that many politicians have put on entrepreneurship as a dri-
ver of growth and recovery is not obviously misplaced. The problem, however, is
in the effectiveness of specific policies which can promote entrepreneurship during
recessions in practice. In my view, the most promising practical public policies are
as follows. Government can and should substitute for shrinking private-sector sour-
ces of small business lending, especially for existing, profitable businesses whose
otherwise sustainable livelihoods and productive services are put at risk by banks
refusing to extend lines of credit. Such intervention can take the form of either (or
both of) loan guarantees or direct lending; the relative merits of these two policies
depend in part on the value-added complementary services which attend them. Such
complementary services include the screening of loan applicants by banks under a
Loan Guarantee Scheme and the provision of business advice financed by public
bodies— there is not yet any convincing evidence for a blanket prescription for one
policy over another.

Another economic stabilization policy relates to regional development, including
investing public funds to attract large employers to depressed areas. Until recently, it
was an open question whether regional development agencies should focus resour-
ces on attracting large companies to their regions, or whether they should try instead
to promote local small business ownership. This question comes down to whether
local business ownership does more to protect local economies against adverse
industry and region shocks than large multinationals which locate offices or plants in
the area (note: this is a different question to regional development policies in general,
which are longer term and more structural in nature). According to Kolko & Neumark
(2010), many regional development policy makers apparently believe that local small
businesses provide an area with greater resilience to negative macroeconomic shocks
such as recessions. Reasons for this include the likelihood that local firms internalize
the costs to the community of closure and layoffs, unlike larger non-local firms which
pay less heed to these impacts.

Kolko and Neumark (2010) used National Establishment Time Series data cove-
ring the entire United States over 1992-2006: they measured local firm ownership
using data on metropolitan regions. These authors found that in terms of regional
employment levels, the best protection against negative shocks came from multi-
establishment corporations who had established their headquarters in the region.
The next best protection was afforded by small locally-owned chains, and the least
was provided by small independent businesses. In a sense, these findings might not
be too surprising: large firms are known to be more stable, having more resources
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than small firms with which to weather economic storms. Indeed, larger and older
firms enjoy superior survival prospects than smaller and newer firms (Parker, 2009,
Chap. 14). But the policy implications are surprisingly clear-cut nonetheless: local
business ownership by local entrepreneurs simply does not do much to cushion local
economies from negative industry shocks; and a policy of promoting locally-owned
single-establishment firms over large corporates may actually make things worse.

Turning from regional policy to labor market policy, governments can also consider
investing in labor market interventions which assist entrepreneurs during recessions.
The most popular labor market policy is the Employment Assistance Scheme, desig-
ned to put unemployed workers back to work to prevent their human capital depre-
ciating through lack of use. Business Advisory Service policies have a potential role
to play as well. The next section will discuss both of these policies once the evidence
relating to counter-cyclical unemployment rates has been assessed. That evidence
comes from both macroeconomic and microeconomic studies.

3. Does Entrepreneurship Reduce Unemployment?

3.1. Macroeconomic Evidence

The previous section discussed evidence of a relationship between cyclical changes
in rates of self-employment and unemployment. According to Parker et al (2013),
variation in each of these variables caused variations in the other in the UK over 1993-
2010. The strongest effects were found to run from variations in unemployment
rates to variations in self-employment rates.

Alinkage between unemployment and self-employment entry is a long-established
research topic. Numerous studies have used time series data to uncover whether
aggregate unemployment rates are related to aggregate self-employment rates, at
both the regional and the national levels (Parker, 2009, Chap. 4.6.4). Unfortunately,
most papers published in this body of work suffer from some serious drawbacks. One
problem is that they invariably assume contemporaneous correlations, even though
the evidence points to time lags in the relationship between these variables (Parker
et al, 2013). Second, prior work rarely explores causality issues. Third, little prior
work has disentangled cyclical from trend components, and so has little to say about
business cycle fluctuations.

Two recent papers, by Thurik et al (2008) and Koellinger & Thurik (2012), provide
valuable, if partial, exceptions to this rule. Both of these papers utilize annual time
series data from over 20 OECD countries. Annual data are less well suited than quar-
terly data for delineating business cycles; nevertheless, these papers are of consi-
derable interest, as they add to the otherwise thin evidence base. Consistent with
my argumentation in Section 2.2 above, Thurik et al (2008) and Koellinger & Thurik
(2012) find that an increase in the unemployment rate leads to significantly higher
rates of entrepreneurship later on, consistent with the so-called “recession push”
effect whereby unemployed workers become self-employed, possibly as a last resort.
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Then higher rates of entrepreneurship stimulate the economy, which then reduces
unemployment rates. Thurik et al (2008) term this “the entrepreneurial effect”: it
appears to be stronger than the recession push effect. These studies conclude that
entrepreneurship and unemployment rates co-evolve over the business cycle, with
increases in unemployment boosting entrepreneurship rates, which are then associa-
ted with a cyclical upswing that reduces unemployment rates.

3.2. Microeconomic Evidence

A fuller and more detailed picture of unemployment-to-self-employment transitions
is available when one looks at data at the individual level. It is now well known from
cross-section and individual-level panel regression studies that the unemployed are
significantly more likely to become self-employed than employees are. A recent paper
by Fairlie (2011) is a good example: using Current Population Survey (CPS) micro-
data from 1996-2009 in the US, Fairlie finds that higher unemployment rates in local
labor markets have a greater positive impact on entries to self-employment than
other variables such as home ownership and local home values for home owners.
Furthermore, the unemployed respond more to high local unemployment rates by
starting new firms than employees do.

This micro-econometric evidence establishes the “quantity” effect of higher
unemployment rates on self-employment rates, which works through local labor
markets. As such, it appears to be consistent with the macro-econometric evidence
described above. However, there is something of a puzzle in relation to the “quality”
of unemployed entrants to self-employment. The unemployed are known to be
prone to broken work histories with multiple spells out of full-time employment.
Workers with broken job histories are especially likely to try out self-employment
(Carrasco, 1999), suggesting that entrepreneurs who enter from unemployment are
of low average quality. Several further nuggets of evidence are consistent with this
notion. First, unemployed people who become self-employed experience a greater
drop in earnings on average than either the unemployed who return to wage work,
or employees who enter self-employment (Evans & Leighton, 1989). Second, longer
unemployment durations are associated with both low-quality job matches and
inferior skill sets, and significantly higher tendencies of individuals to become self-
employed (Evans & Leighton, 1989). Third, the formerly unemployed have a worse
track record at creating jobs for other people than entrants from paid employment
(Cowling et al, 2004; Dencker et al, 2009). As it is, less than 10% of sole proprietors
in the US and UK hire any other workers over a three-four year period, and those
who do are more likely to be wealthy, well-educated and experienced (Parker, 2009,
Chap. 10). This is not the typical profile of an unemployed worker contemplating a
transition to self-employment.

If people who enter entrepreneurship from unemployment are of low average
quality, and are unlikely to create many new jobs, how can they have a positive
impact on the economy in times of recession — as the macroeconomic studies cited
in subsection 3.1 suggest? This is especially puzzling as recessions are associated with
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low levels of demand and hence restricted opportunities for entrepreneurs to earn
profits and survive. Frankly, current research offers few clues for answering this ques-
tion. The fiscal boost to the exchequer from paying lower unemployment benefits is
generally quite modest, ruling this out as a plausible mechanism. Indirect employment
creation effects by the newly self-employed are also known to be modest, as noted
above. Positive knowledge spillovers from these entrants to other entrepreneurs are
unlikely to be substantial either, as the overwhelming majority of new entrants to
self-employment do not pioneer new innovations (Shane, 2009).

One tentative explanation is suggested by a finding of Congregado et al (2013)
that rates of employer self-employment (i.e. self-employed who employ others) are
pro-cyclical in Spain, while rates of own-account self-employment (self-employed
who do not employ others) is counter-cyclical. Thus, in recession one can conceive of
a movement of unemployed workers into own-account self-employment as well as
new sources of paid employment, which gradually boosts aggregate demand. Then
more of the self-employed have incentives to start hiring as the upswing gathers pace,
becoming employer self-employed. This includes hiring by fast growing “gazelle”
firms, which are known to contribute disproportionately to employment, innovation
and future growth via knowledge spillovers (Colombo et al, 2010).

This explanation is consistent with the other evidence discussed earlier in this
chapter, although it must be acknowledged that it remains no more than a speculative
conjecture. More research is needed to dig deeper into exactly how entrepreneurs
respond in terms of hiring and output as growth sparks in the post-recessionary
growth phase of a modern economy.

3.3. Policy Lessons

Governments around the world are keen to find ways of increasing the number of
unemployment-to-self-employment transitions. One way of doing so is to offer the
unemployed financial incentives to start their own companies. The most popular
policy instrument in this respect is undoubtedly the Employment Assistance Scheme
(EAS), which typically furnishes unemployed applicants with combination of start-up
grants, an income guarantee and business advice and assistance (Parker, 2009, Chap.
17.2.1). Such programs have been introduced in many countries, including the UK,
the US, France, Spain, Germany and Denmark. Government budget limits generally
constrain start-up grants to be modest in value, which in turn constrains the scale of
the start-ups funded by these programs.

According to an early evaluation of the Employment Assistance Scheme in Britain
published by Bendick & Egan (1987), 50% of EAS-sponsored businesses would have
started anyway; 50% of those that did start displaced other businesses; about 50% of
the assisted firms survived for less than three years; and those that did start created
only a fraction of one job in addition to the job of the proprietor. Only one-fifth of
surviving firms created any new non-proprietor jobs, while more than 60% of the jobs
created in surviving firms after three years under the UK scheme were in 4% of the
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businesses originally created (Bendick & Egan, 1987; Storey, 1994). Bendick & Egan
concluded:

“The programmes in these countries [France and Britain] have succeeded in tur-
ning less than 1% of transfer recipients into entrepreneurs, and an even smaller
proportion into successful ones. They cannot be said to have contributed greatly to
solving either social or economic problems, let alone both” (1987, 540).

Disappointingly too, the business incomes of UK scheme recipients have been
estimated as similar to the incomes they could have obtained in alternative occu-
pations, although it is possible in principle that the experience of entrepreneurship
enhances participants’ future earnings (Bendick & Egan, 1987). In fact, more recent
evidence from Romanian and Argentinian schemes also points to the absence of a lift
to subsequent earnings (Rodriguez-Planas & Jacob, 2010; Almeida & Galasso, 2009).

However, more encouraging results have been found in Germany, where EAS par-
ticipants appear to be self-selected from among the ablest of the unemployed. This
is reflected in levels of human capital and rates of business survival and employment
growth among scheme recipients which are not significantly different from those of
non-recipients. For example, using a “propensity score” matching methodology app-
lied to data for participants and non-participants of two German schemes, Caliendo
(2009) found that start-up subsidies to unemployed participants reduced partici-
pants’ subsequent unemployment rates and increased their incomes relative to
non-participants. Akin to the British scheme, German participants did little to create
jobs for others, either immediately or in terms of their declared expectations about
the future. However, Caliendo & Kritikos (2010) found stronger evidence of positive
job creation effects, using a representative sample of over 3 100 start-ups founded by
unemployed people in 2003. Caliendo & Kritikos (2010) reported 70% survival rates
thirty months after founding, for both men and women participants. Furthermore,
over 30% of scheme participants had one employee thirty months later.

To summarize this rather confusing and disparate body of evidence, the effecti-
veness of EAS schemes seems to depend on the abilities of the participants. This is
no less important a point for being rather obvious. German scheme participants are
of high average quality, so it is not surprising to find that their enterprises perform
better than those of their counterparts in Great Britain, where participants are of
low average quality. Governments choosing to design an EAS effectively face a tra-
deoff between the quality and quantity of entrepreneurship. They can either help
relatively few able individuals into entrepreneurship, who enjoy high probabilities
of success; or they can help many people become self-employed, who have low
probabilities of success. A case can be made for both choices. The first choice is
associated with a high financial return per public sector dollar, but does little to
help the most marginal unemployed people. The second choice can potentially
help a lot of marginal unemployed people, but arguably promises limited long-term
economic benefits since their ventures are prone to fail and they are likely to return
to a state of unemployment shortly afterwards.
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In this respect, it might be worthwhile to consider other public sector schemes for
promoting entrepreneurship in recessions. One such example is Business Advisory
Schemes , which subsidize agencies to provide information and advice to entrepre-
neurs, for both new start-ups and established businesses. For example, Sweden’s
ALMI scheme finances and delivers advisory services for small companies, while
Britain’s Enterprise Investment scheme (initiated in the 1980s) subsidized 15 days’ of
private-sector consultant advice per firm to provide entrepreneurs with a “one off”
demonstration of the benefits of external advice. This program, like many others of
its type, suffered from low-take up rates by entrepreneurs, despite growing evidence
that publicly-funded assistance programs have positive effects on venture entry and
growth. For example, Parker & Belghitar (2006) estimated that US formal business
assistance programs had a significant positive impact on the probability that nascent
entrepreneurs actually launched their ventures. And using data on over 3 000 English
Small and Medium Enterprises (SMEs), Mole et al (2009) estimated that “intensive”
involvement by an SME with a governmental Business Link office was significantly
positively associated with growth of that SME over the following two years.

The discussion so far has assumed that Employment Assistance Schemes and
Business Advisory Schemes can be used counter-cyclically, to promote entrepreneur-
ship in recessions. However, it is questionable whether these programs are really
counter-cyclical in nature. In fact, they tend to be used at all stages of the economic
cycle, rather than only in cyclical downturns. In contrast, the credit market inter-
vention policy discussed earlier in this chapter, which advocated the disbursement
of public money in recessions to substitute for vanishing private sector sources of
funding, does seem to be genuinely counter-cyclical. A public funding policy of this
kind should be explicitly temporary in nature, and should be withdrawn to avoid
crowding-out problems when private lenders return in better economic times. This
is very different from Employment Assistance Schemes and Business Advisory sche-
mes, for which a case can be made at all points of the economic cycle. After all, those
schemes help improve the human capital and effectiveness of entrepreneurs, which
is presumably desirable regardless of economic conditions.

3.4. Summary

To summarize, the macro evidence has uncovered a two-way causal cyclical relation-
ship between unemployment and entrepreneurship rates, which operates with fairly
short time lags. Higher unemployment, which arises during recessions, drives strong
inflows into entrepreneurship, while increases in entrepreneurship are eventually
associated with lower unemployment rates, possibly because entrepreneurs hire
more workers as economic conditions improve. Individual-level studies on labor
market transitions confirm the high frequency of unemployed people entering self-
employment during recessionary conditions. Many of these entrants appear to be of
low quality, moderating the immediate aggregate economic benefit of encouraging
the unemployed to enter self-employment, e.g. via employment programs. The effec-
tiveness of these has been called into question in several countries, while neither
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program is obviously counter-cyclical in nature. In any event, the role of policy in
regard to counter-cyclical unemployment inflows seems to entail a tradeoff between
promoting the creation of a lot of new and low average quality businesses on one
hand, and promoting the creation of fewer but higher quality businesses on the other.
Reflecting limited resources, this tradeoff is probably inescapable, so policy-makers
need to be clear about which position on the tradeoff they wish to occupy.

4. Conclusion

This chapter has reviewed and analyzed evidence on the role of entrepreneurship
over the business cycle. The evidence has been discussed from the perspective of a
policy-maker who is interested in understanding how public policies interface with
entrepreneurship in times of recessions and booms. | have abstained from discus-
sing conventional macroeconomic demand-management/monetary policies, which
go beyond the scope of this chapter on entrepreneurship. | have also tried to avoid
banal “recommendations” along the lines of “entrepreneurship is good for economic
growth so governments should try to promote entrepreneurship”. (In fact, the qua-
lity of the evidence base linking entrepreneurship rates to national economic growth
rates is weak at best and downright misleading at worst, since it is prone to all kinds
of endogeneity problems and missing variable biases — see Parker (2009, Chap. 11).
Instead, | have tried to formulate more specific policy recommendations grounded in
a more robust evidence base.

One of the surprising insights | gained while writing this chapter was the realization
that we seem to know more about the macroeconomic role of entrepreneurship than
we do about the effectiveness of public policies designed to encourage individuals
to become entrepreneurs. But the purpose of this chapter was not to provide an
exhaustive review of the effectiveness of these policies. Instead, it was to characterize
the consensus expert views about a few of the most widely implemented policies. |
have tried to reassess those policies in terms of their usefulness in periods of reces-
sion. | conclude that policies which provide access to entrepreneurial finance during
financial crises and recessions, and which are withdrawn when economic conditions
improve, are among the most promising for governments to explore.

Other policies, such as employment assistance schemes (EAS), and business advisory
services, can also be useful but are probably more structural (permanent) than cyclical
(temporary) instruments. So are entrepreneurship education policies in secondary or
tertiary education, which likely take longer to have an impact than the length of a
business cycle. Take-up rates of policies do vary over the cycle, of course. Thus, one
could expect the take-up of an EAS to increase when a recession strikes: however,
policy-makers need to remember that many policies have a “demonstration effect”,
which makes take-up less counter-cyclical than they might expect. For example,
the UK’s EAS became increasingly better known as the 1980s wore on. Indeed, it
continued to grow in scale well after the country came out of recession shortly after
its introduction in the recessionary year of 1982. | conclude that a government opera-
ting a scheme needs to be clear about whether they want to promote the quality of
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entry into entrepreneurship (low numbers of high quality entrants) or the quantity of
entrepreneurship (high numbers of low quality entrants). Each has its own rationale:
the former might best promote economic benefits while the latter might generate
greater social and political payoffs.

Other policies could in principle be introduced in recessions and withdrawn in
booms, but here again one might wonder why a government would not choose to
operate them evenly throughout the business cycle. For instance, the Small Business
Innovation Research (SBIR) program in the US sets aside a share of contracts of the
largest federal R&D agencies to small firms. Evaluations of the SBIR suggest that
this program enhances small firm performance (Lerner, 1999). In a broader sense,
procurement can be a lifeline for some small firms facing collapsing demand from
private sector customers. But in this context a lot depends on whether government
expenditures expand during recessions (classic Keynesian stimulus) or are scaled
back to tackle excessive budget deficits — as is occurring all over Europe at the time of
writing. Decreasing demand from government during recessions could make an SME
procurement policy more pro-cyclical than counter-cyclical.

The present recessionary climate in Europe should draw policy-makers’ attention
to the need not only to encourage more successful start-ups but also to preserve the
value embodied in the existing small firms sector. Even though demand is contracting
in many economies in the developed world, profitable opportunities remain available
in emerging markets; a proper role for government is to work with private enterprise
to help it seek out and capitalize on as many of those opportunities as possible.
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THE RELATIONSHIP BETWEEN
DIFFERENT KINDS OF NASCENT
ENTREPRENEURSHIP AND THE
BUSINESS CYCLE

@ TIM LAMBALLAIS TESSENSOHN AND ROY THURIK

Entrepreneurship and the Business Cycle - What Do We Know?

The last decades witnessed the rise of entrepreneurship as a powerful force in the
world economy.'® After the early 1980s self-employment rates grew and entrepre-
neurship became associated with innovative, high-growth, high-tech industries.
The emerging knowledge economies were accompanied with both thriving service
sectors and a strong emphasis on intangible assets such as intellectual property and
human capital. Entrepreneurship creates knowledge spillovers, which would explain
its role in high-growth, high-tech industries and justify a central place for entre-
preneurship in theoretical frameworks (Audretsch and Thurik 2004). Subsequently
entrepreneurship and small businesses have become a research topic and rapidly
developed into an important field of enquiry.

18. Thurik (2009) and Wennekers et al (2010). It is not entirely clear whether scholarly work fully
justifies the popular claim that entrepreneurship in whatever form always nurtures economic
growth (Parker 2009).
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The economic crisis has renewed attempts to influence the course of the business
cycle using economic policies. Economic policies cannot target business cycles
directly but have to rely on intermediary targets such as taxation and unemployment
that may influence subsequent economic growth. Entrepreneurship is considered an
important growth factor in developed economies and its key advantage among other
growth factors is its susceptibility to government policy. Most other growth factors
are out of (short term) reach for the policymaker. Strict labor market regulations
provide little leverage to combat unemployment or attract new businesses, the intro-
duction of the euro has deprived European central banks of monetary instruments
to guide their business cycle and Keynesian investments in infrastructure tend to be
too expensive (in particular, excess public spending is difficult during the second part
of the current double crisis). Entrepreneurship is one of few factors that are still seen
as a vehicle of government interference. Government policies and regulations may
effectively create more favorable conditions for entrepreneurs, for instance through
tax exemptions, less administrative burdens or subsidies®.

Additionally, empirical evidence suggests that unemployment and entrepre-
neurship may be linked by so-called push and pull effects. The push effect occurs
if the unemployed start a business due to a lack of other options, in other words
a choice induced by necessity. The pull effect implies that in a thriving economy
with its growing and differentiating demand for goods and services there are more
entrepreneurial opportunities, hence more entrepreneurs who require additional
workers to sustain their growing businesses, resulting in less unemployment (Thurik
et al 2008). These considerations already allude to the notion that different types of
entrepreneurship may interact differently with unemployment and possibly with the
business cycle (Faria et al 2009).

The exact nature of the relationship between entrepreneurship and the business
cycle still remains unclear. Cross-country differences in definitions of entrepreneur-
ship impede research on entrepreneurship and the business cycle. The harmonized
COMPENDIA dataset (van Stel 2005) resolved this issue and enabled new internatio-
nal empirical research such as Koellinger and Thurik (2012). Their article deals with
the interplay between entrepreneurship, unemployment and the business cycle. The
present paper extends the Koellinger and Thurik (2012) paper with a specific focus
on the different kinds of nascent entrepreneurship such as innovative, imitative,
opportunity and necessity entrepreneurship. First, it may be nascent entrepreneur-
ship (through new and young initiatives) rather than incumbent entrepreneurship (in
existing firms) which interlinks with the business cycle. Business cycle movement may
have a significant effect on the entry of entrepreneurial ventures. Second, different
kinds of nascent entrepreneurship may vary in the way they influence the business

19. How government policies may stimulate entrepreneurship falls outside the scope of this
paper but has been addressed by Audretsch, Grilo and Thurik (2007), Thurik (2009) and many
other publications.
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cycle or are influenced by it and may require different economic policies. In other
words, some kinds of nascent entrepreneurship may anticipate the movements of
the business cycle or be useful as indicators of business cycle movements, whereas
others may merely lag behind the business cycle. Hence, our research question is
which kinds of nascent entrepreneurship are early indicators of the business cycle
and whether this differs for booms and recessions.

This paper is structured as follows: section 2 provides a concise review of the
literature and section 3 postulates our hypothesis. Section 4 describes the data using
graphs to give a general impression of the interplay between nascent entrepreneur-
ship and the business cycle and section 5 analyzes the data in more depth but with
the simple tool of (lagged) bivariate correlations between nascent entrepreneurship
and the real GDP cycle and the unemployment cycle, respectively. Section 6 discusses
the results and Section 7 concludes.

Literature Review

Until recently there was hardly any scholarly attention for the relationships between
entrepreneurship and the business cycle. Exceptions are Parker (2011) who presents
a series of studies on the involvement of entrepreneurs in the process of economies
entering into and emerging from recessions, Parker (2012) who identifies three
strands of theories on the interplay between entrepreneurs and their innovation
activities on the one hand and the business cycle on the other and Koellinger and
Thurik (2012) who report some new empirical regularities between self-employment
and the business cycle using averaged national data of 22 OECD countries for the
period 1972-2007. They are particularly interested in the lag structure between the
two phenomena (Thurik et al 2008 and Parker et al 2012). Below some elements of
the above studies are highlighted.

The literature on business cycles has traditionally focused on capital, labor and
exogenous technological shocks (Kydland and Prescott 1982). Such technological
shocks had already been associated with entrepreneurship by Schumpeter (1934). In
his concept of creative destruction, entrepreneurs create innovations and challenge
established firms using older technologies. The introduction of innovations seems
to follow a wave-like pattern. This observation induced the theory of ‘implementa-
tion cycles’, according to which entrepreneurs would have an incentive to introduce
innovations simultaneously (Shleifer 1986, Francois and Lloyd-Ellis 2008). This link
between entrepreneurship and the business cycle depends crucially on the percep-
tion that technological shocks are the main driver behind the business cycle. This
perception has been criticized, as the effects of the technological shocks could be
much smaller than initially thought (Eichenbaum 1991). This creative destruction
view convinced us to use nascent entrepreneurship in the present paper whereas
Koellinger and Thurik (2012) used incumbent entrepreneurship.

Does entrepreneurship increase (pro-cyclicality) or decrease (counter-cyclicality)
in times of growth? Some theoretical models suggest pro-cyclicality. In Rampini
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(2004) the business cycle endogenously determines the number of entrepreneurs.
Self-employment? is riskier than regular employment, agents are risk-averse, wealth
increase would decrease this aversion, and therefore according to Rampini entre-
preneurship is pro-cyclical. He assumes that entrepreneurship yields higher returns
than wage employment but this assumption is not confirmed in practice (van Praag
and Versloot 2007). However, as unemployment is counter-cyclical, the push effect
introduced above would imply high rates of (necessity) entrepreneurship during
recessions (Thurik et al 2008 and Thompson 2011). See Parker (2012) for a survey of
the asymmetric information effects behind entrepreneurs’ actions influencing the
business cycle. The importance of push effects convinced us to explicitly discriminate
between opportunity and necessity entrepreneurship.

Empirical studies investigating the interaction between self-employment,
unemployment and the business cycle are scarce (Parker 2011). The main contri-
bution in this area is Koellinger and Thurik (2012). In their paper, the authors use
the COMPENDIA dataset (van Stel 2005) consisting of 22 countries covering the
period 1972 to 2007. Their analysis distinguishes between the national level and an
aggregate, global level. The aggregate variables are weighted sums of the national
variables. The analysis reveals that aggregate, global entrepreneurship is pro-cyclical
with regard to the business cycle and Granger causality tests suggest a direction
of association from entrepreneurship towards the business cycle. The aggregate
business cycle and aggregate unemployment are not able to predict aggregate self-
employment. However, at the national level self-employment does not seem to be
significantly associated with the business cycle and unemployment appears to affect
self-employment. The discrepancy between these results could be caused by country
specific shocks or interaction between national business cycles due to trade. Another
possibility is that the proportion of different entrepreneurship types may have been
stable at an aggregate but not at a national level. Different kinds of entrepreneurship
could have a different relationship with the business cycle and where one is pro-
cyclical the other may be counter-cyclical, obscuring whether entrepreneurship in
general is pro-cyclical or counter-cyclical. The possible importance of different kinds
of entrepreneurship and the role of Schumpetarian creative destruction convinced us
to discriminate between innovative and imitative entrepreneurship.

Next to their analysis of the business ownership rate, as a proxy for entrepreneur-
ship, for the period 1972 to 2007, Koellinger and Thurik (2012) also investigate how
different types of nascent entrepreneurship correlate with (lags of) the business
cycle. They discriminate between innovative and imitative entrepreneurship. Their
dataset covers the years 2001 to 2006, which is too limited for a thorough analysis.
The present paper aims to extend the analysis on the different kinds of entrepreneur-
ship with a larger dataset that covers the years 2001 to 2011.

20. The terms ‘entrepreneurship’ and ‘self-employment’ are used interchangeably throughout
this chapter.
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The results in Koellinger and Thurik (2012) would support the hypothesis that entre-
preneurship is pro-cyclical and has some predictive power over the business cycle,
at least at an aggregate level. This seems plausible as entrepreneurs commit their
livelihoods and substantial time and effort to a prospective business which is prone
to failure, especially so during a recession. Engaging in self-employment would the-
refore be a sign of trust in future economic conditions. Entrepreneurs must judge the
business cycle in the long run as months or even years of investment and preparation
may pass before sales commence to take off. The development of self-employment
rates?! summarizes the judgments of all potential entrepreneurs as the business
cycle progresses. In particular this judgment is concerned with the national business
cycle as start-ups generally serve local, regional or national markets rather than an
international one.

Hypothesis

The previous section emphasizes the possibility of nascent entrepreneurship rates
being pro-cyclical with regard to the business cycle. This means that they grow if the
business cycle increases and they fall if the business cycle decreases. A related con-
cept would be so-called “pre-cyclicality”: in that case, nascent entrepreneurship rates
would grow prior to increases in the business cycle and would fall prior to decreases
in the business cycle. Figure 1 illustrates this concept. In this figure, fluctuations in
the entrepreneurship rate predate similar fluctuations in the business cycle.?? The
following hypothesis will be at the core of the analysis in this paper:

Hypothesis: Entrepreneurship is pre-cyclical. An increase in entrepreneurship rates is
associated with a lagged increase in the business cycle and a decrease in entrepre-
neurship rates with a lagged decrease in the business cycle.

Note that this hypothesis does not necessarily imply causation. As discussed in
Koellinger (2008), entrepreneurs may merely foresee and react to the course of the
business cycle rather than causing it. Causation is notoriously difficult both to prove
and to reject. Parker (2011) provides a survey of articles aimed at the relationship
between various aspects of entrepreneurship and the business cycle. This survey
shows numerous ways of how entrepreneurship may influence the business cycle
but the empirical evidence cannot confirm a causal relationship. The survey of Parker
(2012) dives deeper into the theoretical models and empirical evidence. This survey
as well shows how complicated the relationship between entrepreneurship and the
business cycle inevitably is with its many direct and indirect links. This is why the

21. The number of self-employed in the overall work force.

22. Theresults in Koellinger and Thurik (2012) suggest that the entrepreneurship rate has smaller
deviations from trend than does GDP though this may differ for subcategories of nascent
entrepreneurship
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present paper will not attempt to prove the existence of a causal pre-cyclical rela-
tionship between entrepreneurship and the business cycle; rather, an attempt will be
made to establish whether the hypothesis of pre-cyclicality seems plausible.

FIGURE 1: A SITUATION WHERE ENTREPRENEURSHIP IS PRE-CYCLICAL WITH REGARD TO THE
BUSINESS CYCLE

e The Business Cycle Entrepreneurship

Time —>

Pre-cyclical entrepreneurship may be caused by the following three mechanisms.
First, an upswing of entrepreneurship will lead to higher levels of economic
growth caused by any of its positive mediating effects such as introduction of
novel products, higher levels of imitative competition, reduction in unemploy-
ment, creation of knowledge spillovers, etc (Carree and Thurik 2010). Second, in
the booming phase of the economy entrepreneurs become hesitant. There are
two possible reasons for this. They intuitively feel that ‘what is high must come
down’ and they put a higher weight on the opportunity costs of entrepreneurship
(incumbent firms offer well paid jobs) than on that of the opportunities offered
by the boom because of the benevolent labor market. Third, novel entrepreneur-
ship in the recession phase may contribute to productivity shocks because it is
the new entrepreneurs who absorb inventions as in the trough the willingness to
take risks may be higher. Also, new firms innovate during recessions instead of
incumbent firms because the latter face the costs associated with making new
production technologies compatible with installed production technologies,
whereas the former do not have to deal with incompatibilities; they start from
scratch (Koellinger and Thurik 2012).
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Nascent Entrepreneurship, Unemployment and the Business
Cycle in OECD 2001-2011

In the present paper nascent entrepreneurship is operationalized using the rate of
(prospective) business ownership. Data are provided by the Global Entrepreneurship
Monitor (GEM) surveys, which show yearly estimates on nascent entrepreneurship
and its subcategories such as innovative, imitative, opportunity and necessity nascent
entrepreneurship. See Reynolds et al (2005) for a description of the GEM setup. We
use data for 22 OECD countries?® covering the period 2001 to 2011. Harmonized
unemployment rates, Gross Domestic Product (GDP) and population data are retrie-
ved from the OECD data sources? with real GDP in constant 2005 US dollars. The
population data are used to estimate self-employment rates and unemployment
rates aggregated over our 22 OECD countries.

GDP data are de-trended with a standard Hodrick-Prescott filter (Hodrick and
Prescott, 1997) to arrive at the GDP deviations from trend.?* Though only GDP data
from 2001 to 2011 are used in the present paper, the filter is applied to GDP data from
1972 to 2011 to create a more precise estimation of the trend component. A deviation
from trend is divided by the original data to obtain the percentage deviation from trend.
This is our computation of the business cycle. The smoothing parameter in the Hodrick-
Prescott filter, A, equals 100 as is conventional for yearly data. Koellinger and Thurik
(2012) also experiment with a value of A=6.25 as suggested by Ravn and Uhlig (2002).
This does not alter their conclusions. In a similar fashion, the results in the following
sections have been recalculated for the case A=6.25 but this did not lead to qualitative
different observations and has therefore been omitted from the present report.

Nascent entrepreneurship data are derived from the GEM survey. Not all countries
participated every year so the panel is unbalanced. The Global Entrepreneurship
Monitor is presently one of the largest international research initiatives for studying
entrepreneurial activity. The GEM survey differentiates between nascent, young and
established entrepreneurs by means of the duration that wages have been paid.
During the 12 months preceding the survey, a nascent entrepreneur is someone who
has taken initiative toward starting a new, viable firm. He expects to own at least part
of this firm and has not paid wages for more than three months. This paper only con-
siders nascent entrepreneurship and its subcategories while leaving out the young
and established ones. In the remaining part of the present paper the term nascent is

23. These countries include Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Germany, Greece, Iceland, Ireland, Italy, Japan, the Netherlands, New Zealand, Norway,
Portugal, Spain, Sweden, Switzerland, the United Kingdom and the USA.

24. http://www.oecd.org/

25. The Hodrick-Prescott filter is a standard method of removing trend movements. It has
been applied both to actual data and to artificial data in numerous studies. The essential
smoothing parameter A of the filter, which penalizes acceleration in the trend relative to the
business cycle component, needs to be specified depending on the data set.
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often omitted and the term entrepreneurship is used for nascent entrepreneurship,
imitative entrepreneurship for nascent imitative entrepreneurship, etc.

The GEM survey asks entrepreneurs about their start-up motives, whether they
started a business because they saw a profitable business opportunity (opportunity
entrepreneurship) or because it was the only option for work (necessity entrepre-
neurship). Furthermore, the GEM survey asks entrepreneurs three questions related
to the innovativeness of their firm. The entrepreneur indicates how innovative the
involved technology is, how novel the product is in the targeted market and how
strong the competition in the market is. Similarly to Koellinger (2008), imitative
entrepreneurs are defined as nascent entrepreneurs who do not bring a product or
process innovation to their market and who do expect strong competition in this
market. Innovative entrepreneurs are those nascent entrepreneurs who do not qua-
lify as imitative entrepreneurs.

FIGURE 2: ENTREPRENEURSHIP RATES IN TERMS OF WORKFORCE, AGGREGATED OVER 22
COUNTRIES
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Figures 2 through 8 show entrepreneurship rates, unemployment rates and
the business cycle at the aggregated level over our 22 OECD countries to give an
impression of their general movement with regard to each other. Necessity nascent
entrepreneurship is multiplied by ten in some of the below figures to accentuate its
movement over time; its low number does not go well with the higher number of the
other variables on a uniform scale.
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Figure 2 shows the five entrepreneurship rates at the aggregated (22 OECD countries)
level. Opportunity and innovative entrepreneurship rates are clearly much higher
than those of necessity and imitative entrepreneurship. They also move in synch with
the overall nascent entrepreneurship rate. The imitative entrepreneurship rate also
behaves similarly to the nascent entrepreneurship rate but the peaks and troughs are
less pronounced. It is remarkable to observe how similar the movements in nascent,
opportunity, innovativeand imitative entrepreneurship are.

FIGURE 3: NASCENT AND NECESSITY ENTREPRENEURSHIP MULTIPLIED BY 10, RATES IN
TERMS OF WORKFORCE, AGGREGATED OVER 22 COUNTRIES
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They grow towards a peak in 2005 only to decline from 2005 towards 2010. To
better demonstrate the evolution of necessity entrepreneurship, figure 3 shows
the necessity entrepreneurship rate multiplied by ten and the nascent entrepre-
neurship rate. Note that until about 2008, the peaks and troughs of necessity
entrepreneurship coincide with those of nascent entrepreneurship but that after
2008 their behaviors diverge.

Figures 4 and 5 include the unemployment rate and the measure for the busi-
ness cycle, GDP percentage deviation from trend. Figures 3, 4 and 5 suggest that
necessity entrepreneurship started to really deviate from nascent entrepreneur-
ship at the moment that the business cycle started to plunge in 2008. Figure 5
makes one wonder whether necessity entrepreneurship follows the movements
of unemployment with a delay of a year, which would be interesting with regard
to the push effect.
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FIGURE 4: SELF-EMPLOYMENT, UNEMPLOYMENT AND THE GDP % DEVIATION FROM TREND
(BUSINESS CYCLE), AGGREGATED OVER 22 COUNTRIES

e Nascent entrepreneurship e {Jnemployment GDP % deviation from trend
01
0,08 V= -
0,06 -

0,04 M /
\_\_/

0,02

2001 2005 2009

-0,02 W

-0,04

FIGURE 5: NECESSITY ENTREPRENEURSHIP MULTIPLIED BY 10, UNEMPLOYMENT AND THE
GDP % DEVIATION FROM TREND (BUSINESS CYCLE), AGGREGATED OVER 22 COUNTRIES
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Figures 6 and 7 show innovative, imitative and opportunity nascent entrepre-
neurship together with the unemployment rate and the business cycle. Similarly
to nascent entrepreneurship in figure 4 these three entrepreneurship types seem
to move oppositely to unemployment until 2005, follow the movement of unem-
ployment until 2008, most notably the trough in 2007, but seem to move in the
opposite direction again from 2008 onwards. With regard to the business cycle the
drop in opportunity entrepreneurship after 2005 seems somewhat counterintuitive
as one could argue that, if the business cycle increases, there would be more busi-
ness opportunities and hence more opportunity entrepreneurship. The coinciding
drop in the business cycle and opportunity entrepreneurship does support such
reasoning.

Nascent entrepreneurship can be divided into innovative and imitative entrepre-
neurship or divided into opportunity and necessity entrepreneurship. Figure 8 shows
how the proportions change over time at the aggregated (22 OECD countries) level.
The proportions remain relatively stable. Innovative entrepreneurship contributes
with about 75 per cent to nascent entrepreneurship and opportunity entrepreneur-
ship with about 80 per cent except in 2008 and 2009 when necessity entrepreneur-
ship took a larger share than otherwise. This means that at the aggregated level of
our 22 OECD countries between 60 and 75 percent of all nascent entrepreneurs can
be labelled as innovative, opportunity entrepreneurs.

FIGURE 6: UNEMPLOYMENT, OPPORTUNITY AND NECESSITY NASCENT ENTREPRENEURSHIP,
AGGREGATED OVER 22 COUNTRIES
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FIGURE 7: GDP % DEVIATION FROM TREND (BUSINESS CYCLE), INNOVATIVE AND IMITATIVE
NASCENT ENTREPRENEURSHIP IN TERMS OF WORKFORCE, AGGREGATED OVER 22 COUNTRIES
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FIGURE 8: THE PROPORTION OF IMITATIVE TO INNOVATIVE AND NECESSITY TO OPPORTUNITY
ENTREPRENEURSHIP AGGREGATED OVER 22 COUNTRIES
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Table 1 shows how the proportions between entrepreneurship types changes at the
national level throughout 2001 to 2011. u1 is the proportion of nascent entrepre-
neurs that are innovative averaged over 2001 to 2011 and 61 is the corresponding
standard deviation. Similarly, pu2 is the proportion of nascent entrepreneurs who can
be labeled as opportunity entrepreneurs, averaged over 2001 to 2011 and o2 is the
standard deviation.

Table 1: the proportions of entrepreneurship types averaged over 2001 through 2011 where
index 1 refers to innovative and index 2 to opportunity

Country K1 (1 ] ) Country K1 (1 H2 )
Australia 0.74 0.05 0.85 0.04 Ttaly 0.71 0.12 0.84 0.06
Austria 0.77 0.12 0.90 0.01 Japan 0.65 0.12 0.80 0.10
Belgium 0.70 0.08 0.90 0.03 Netherlands 0.71 0.06 0.91 0.03
Canada 0.74 0.06 0.92 0.11 New Zealand 0.79 0.14 0.86 0.02
Denmark 0.80 0.07 0.94 0.03 Norway 0.72 0.09 0.94 0.05
Finland 0.68 0.05 0.86 0.05 Portugal 0.59 0.08 0.77 0.11
France 0.70 0.11 0.77 0.14 Spain 0.64 0.10 0.84 0.07
Germany 0.66 0.06 0.74 0.06 Sweden 0.72 0.08 0.91 0.02
Greece 0.75 0.13 0.76 0.08 Switzerland 0.70 0.04 0.90 0.03
Iceland 0.72 0.05 0.93 0.02 United Kingdom 0.75 0.03 0.86 0.04
Ireland 0.78 0.08 0.82 0.08 United States 0.76 0.02 0.83 0.08
World 0.74 0.02 0.83 0.05 World 0.74 0.02 0.83 0.05

Table 1 shows that, at the national level, 61 and o, are often larger than at the aggre-
gated (22 OECD countries) level. This suggests that the proportions change less in the
period 2001 through 2011 at the aggregate level than at the national level, especially
for the proportion of innovative against imitative entrepreneurship. The table also
shows that the fluctuations in the ratio of innovative to imitative entrepreneurs
are smaller than the fluctuations in the ratio of opportunity to necessity entrepre-
neurship. This is in line with the earlier observation that necessity entrepreneurship
displays a quite different behavior from the other entrepreneurship types during the
crisis.

The most important findings in this section are that the different types of nascent
entrepreneurship behave quite similarly to nascent entrepreneurship at the aggre-
gated level of our 22 OECD countries. The exception is necessity entrepreneurship
which behaves differently during the crisis. In addition, the proportions between
different types of nascent entrepreneurship remain remarkably stable in the period
from 2001 through 2011.

Analysis - Is Entrepreneurship Pre-Cyclical?

This section analyzes the data using bivariate correlations and experimenting with
lags. As remarked above, the focus is not on trying to characterize the relationship
between entrepreneurship and the business cycle or unemployment but on trying to
establish whether the hypothesis of pre-cyclicality is plausible. We will discuss the
findings of (lagged) bivariate correlations without an a priori assumption of the size
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of the lag. The present section considers three periods, 2001 through 2011, 2001
through 2006 and 2007 through 2011. We do so to correct for the influence of the
double crisis period starting in 2008; its particularities may hamper a sound view
on ‘normal’ interlinks between entrepreneurship and the business cycle. There are
three tables that cover the bivariate correlations between the five entrepreneurship
types and the business cycle, one for each of the three periods. Similarly there are
three tables for the correlations between the five entrepreneurship types and the
unemployment rate. The correlations are between different lags of the variables, for
instance the correlation at t-3 in table 2 marks the correlation between an entrepre-
neurship type at time t-3 and the value of the business cycle at time t .

Table 2 shows the bivariate correlations between different kinds of entrepre-
neurship and the business cycle for 2001 through 2011. Necessity entrepreneurship
deviates from the nascent entrepreneurship types both in the magnitude and the
sign of the coefficients. The other four seem to follow a particular pattern: at t-2 and
t-1 the correlations are significantly positive and at t+2 and t+3 they are negative
though not significantly different from zero. The correlations decline in magnitude
from t-1 to t+3. This means that nascent, innovative, imitative and opportunity
nascent entrepreneurship are correlated with fluctuations of the business cycle one
and two years later, supporting the pre-cyclicality hypothesis. At the same time there
are also some instances where correlations between the business cycle and entre-
preneurship at later dates are significantly different from zero. The business cycle
is positively correlated with innovative entrepreneurship one year later, negatively
correlated with imitative entrepreneurship two years later and negatively correlated
with opportunity entrepreneurship three years later.

Table 3 shows the correlations for 2001 through 2006. The coefficients are similar
to those found in Koellinger and Thurik (2012) who consider the same period but
using a somewhat different set of countries. The differences arise because Germany
has been included and because there is data about the years 2008 and 2009 so
the sample sizes for the t-3 and t-2 correlations are larger. The correlations seem
to follow the same pattern as in table 2 except that they reach their largest value
at t-2 rather than at t-1. Contrary to period 2001 through 2011, the correlations of
necessity entrepreneurship in period 2001 through 2006 are in line with the other
nascent entrepreneurship types in magnitude and sign. Another phenomenon to
note is that the negative correlations of imitative entrepreneurship at t+2 and t+3 are
significantly different from zero, whereas they are negative but not significantly so
for the other entrepreneurship types. Taken together, these observations imply that
table 3 supports the hypothesis that entrepreneurship is pre-cyclical.

Table 4 shows the correlations for 2007 through 2011, the part of dataset that was
not available to Koellinger and Thurik (2012) and the years that roughly correspond
with the current economic crisis. We will ignore column t-3 because it is calculated
on the basis of 33 observations only. This table tells a different story and presents
the reason for the discrepancy between the coefficients in table 2 and 3 for necessity
entrepreneurship. Nascent, innovative and opportunity entrepreneurship start with
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significantly negative correlations at t-2 which climb until t+1, where they again beco-
me significantly different from zero though positively so. The business cycle declined
in the years 2007 to 2009 and the entrepreneurship rates increased in the years prior
to that, from 2004 to 2006, which would explain the negative correlations. The coef-
ficients at t+1 indicate that a decrease in the business cycle is followed, to a certain
extent, by a decline in entrepreneurship rates; similarly, an increase in the business
cycle would lead to an increase of these three entrepreneurship rates. However, this
latter combination is less likely in this depressed period. Imitative entrepreneurship
also exhibits this pattern but the coefficients have a lower magnitude and are not
significantly deviating from zero.

The tables 2 through 4 show that for the overall nascent, innovative nascent,
imitative nascent and opportunity nascent entrepreneurship rates there is a posi-
tive, significant correlation with the business cycle fluctuations in subsequent years,
except in the period 2007 through 2011. Necessity entrepreneurship is different in
that its correlation with the business cycle is relatively low in the periods 2001-2006
and 2001 through 2011 but rather high in the period 2007 through 2011.

Table 2: bivariate correlations entrepreneurship types and the business cycle, 2001-2011

2001-2011 Bivariate correlation of real GDP cycle (year t) with
lag in years t-3 t-2 t-1 t t+1 t+2 t+3
0.079 0.153** 0.174*** 0.114* 0.087 -0.025 -0.077
Nascent entr. (N=149) (N=164) (N=183) (N=200) (N=200) (N=200) (N=200)
Innovative nascent | 0.052 0.122* 0.161** 0.137** 0.126** -0.003 -0.055
entr. (N=131) | (N=146) | (N=165) | (N=182) | (N=182) | (N=182) | (N=182)
Imitative nascent | 0.087 0.165** 0.191*** 0.100* 0.035 -0.101* -0.050
entr. (N=131) (N=146) (N=165) (N=182) (N=182) (N=182) (N=182)
Opportunity nascent | 0.091 0.174** 0.186*** 0.122** 0.075 -0.048 -0.095*
entr. (N=148) | (N=163) | (N=182) | (N=199) | (N=199) | (N=199) | (N=199)
Necessity nascent | 0.046 0.065 0.026 -0.067 -0.007 0.030 0.057
entr. (N=148) | (N=163) | (N=182) | (N=199) | (N=199) | (N=199) | (N=199)
* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at
>99% confidence.

Table 3: bivariate correlations entrepreneurship types and the business cycle, 2001-2006

2001-2006 Bivariate correlation of real GDP cycle (year t) with
lag in years t-3 t-2 t-1 t t+1 t+2 t+3
Nascent entr. 0.136* 0.199** 0.165** 0.138* 0.046 -0.031 -0.102
(N=116) | (N=116) | (N=116) | (N=116) | (N=116) | (N=116) | (N=116)
Innovative nascent | 0.131* 0.168** 0.151* 0.192** 0.142* -0.003 -0.049
entr. (N=98) (N=98) (N=98) (N=98) (N=98) (N=98) (N=98)
Imitative nascent 0.083 0.227** 0.200** 0.186** 0.006 -0.190** | -0.149*
entr. (N=98) (N=98) (N=98) (N=98) (N=98) (N=98) (N=98)
Opportunity nascent | 0.132* 0.200** 0.167** 0.137* 0.036 -0.037 -0.092
entr. (N=115) | (N=115) | (N=115) | (N=115) | (N=115) | (N=115) | (N=115)
Necessity nascent 0.068 0.101 0.122* 0.141* 0.081 -0.002 -0.095
entr. (N=115) | (N=115) | (N=115) | (N=115) | (N=115) | (N=115) | (N=115)
* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at
>99% confidence.
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Table 4: bivariate correlations entrepreneurship types and the business cycle, 2007-2011

2007-2011 Bivariate correlation of real GDP cycle (year t) with

lag in years t-3 t-2 t-1 t t+1 t+2 t+3

Nascent entr. -0.490*** -0.200* 0.078 0.101 0.179* 0.048 0.101 (N=84)
(N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Innovative nascent | -0.598*** | -0.231* 0.048 0.108 0.196** 0.073 0.087 (N=84)

entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Imitative nascent -0.052 -0.055 0.131 0.050 0.078 -0.035 0.105 (N=84)

entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Opportunity -0.423*** -0.161 0.083 0.118 0.168* 0.014 0.067 (N=84)

nascent entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Necessity nascent -0.429*** -0.235* -0.158* -0.233** -0.062 0.073 0.274***

entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84) (N=84)

* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at

>99% confidence.

The tables show that the correlations for 2007 through 2011 are different from those
before the crisis in the period 2001 through 2006, which accounts for the differences
between the correlations in periods 2001 through 2006 and 2001 through 2011.
Nevertheless, in both periods 2001 through 2006 and 2001 through 2011 the cor-
relation have the same sign and are remarkably similar with regard to the lags for
which the correlations are significantly different from zero.

Table 5 shows the bivariate correlations between de-trended unemployment rates
and the different entrepreneurship types for the period 2001 through 2011, table
6 for 2001 through 2006 and table 7 for 2007 through 2011. Unemployment has
been de-trended with a Hodrick-Prescott filter similarly to the way GDP has been
de-trended. These tables show once more that necessity entrepreneurship differs
from the other types. Overall nascent, innovative nascent, imitative nascent and
opportunity nascent entrepreneurship are negatively correlated with unemployment
rates in later years and positively correlated with unemployment rates in earlier years
for the periods 2001 through 2006 and 2001 through 2011. In period 2007 through
2011 the correlations generally are not significantly different from zero, except for
necessity entrepreneurship at t-3, t and t+3. This explains why the correlations are
less often significantly different from zero in table 5 than in table 7. Note that in
these tables unemployment has been de-trended, therefore the coefficients show
to what extent a fluctuation from trend in the unemployment rate is correlated with
the entrepreneurship rates. The entrepreneurship rates could not be de-trended due
to the short period for which data is available. Therefore, the negative correlations
in tables 5and 6 att -1 and t - 2 indicate that increases in the entrepreneurship
rates are correlated with unemployment rates below trend one and two years later.
Similarly, decreases in entrepreneurship rates are correlated with unemployment
above trend one and two years later. The significantly positive correlations at t + 2
indicate that if unemployment is above its trend then two years later there are higher
entrepreneurship rates and if unemployment is below trend then two years later
there will be lower entrepreneurship rates.
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Table 5: bivariate correlations entrepreneurship types and unemployment, 2001-2011

2001-2011 Bivariate correlation of unemployment (year t) with

lag in years t-3 t-2 t-1 t t+1 t+2 t+3

Nascent entr. -0.100 -0.133** -0.135** -0.049 0.031 0.117** 0.069 (N=200)
(N=149) (N=164) (N=183) (N=200) (N=200) (N=200)

Innovative -0.056 -0.115* -0.156** -0.082 0.018 0.120* 0.076 (N=182)

nascent entr. (N=131) (N=146) (N=165) (N=182) (N=182) (N=182)

Imitative -0.145** -0.208*** | -0.187*** -0.030 0.063 0.111* 0.049 (N=182)

nascent entr. (N=131) (N=146) (N=165) (N=182) (N=182) (N=182)

Opportunity -0.099 -0.146** -0.154** -0.062 0.033 0.128** 0.082 (N=199)

nascent entr. (N=148) (N=163) (N=182) (N=199) (N=199) (N=199)

Necessity -0.081 -0.059** 0.014 0.098* 0.060 -0.013 -0.105*

nascent entr. (N=148) (N=163) (N=182) (N=199) (N=199) (N=199) (N=199)

* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at
>99% confidence.

Table 6: bivariate correlations entrepreneurship types and unemployment, 2001-2006

2001-2006 Bivariate correlation of unemployment (year t) with
lag in years t-3 t-2 t-1 t t+1 t+2 t+3
Nascent entr. -0.131* -0.163** -0.086 -0.009 0.074 0.154** 0.121*
(N=116) (N=116) (N=116) (N=116) (N=116) (N=116) (N=116)
Innovative -0.107 -0.159* -0.138* -0.076 0.061 0.173** 0.158*
nascent entr. (N=98) (N=98) (N=98) (N=98) (N=98) (N=98) (N=98)
Imitative -0.110 -0.262*** -0.179** -0.055 0.085 0.158* 0.123
nascent entr. (N=98) (N=98) (N=98) (N=98) (N=98) (N=98) (N=98)
Opportunity -0.105 -0.162** -0.104 -0.013 0.071 0.138* 0.106
nascent entr. (N=115) (N=115) (N=115) (N=115) (N=115) (N=115) (N=115)
Necessity -0.142* -0.087 -0.014 -0.014 0.019 0.078 0.094
nascent entr. (N=115) (N=115) (N=115) (N=115) (N=115) (N=115) (N=115)
* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at
>99% confidence.

Table 7: bivariate correlations entrepreneurship types and unemployment, 2007-2011

2007-2011 Bivariate correlation of unemployment (year t) with

lag in years t-3 t-2 t-1 t t+1 t+2 t+3

Nascent entr. 0.209 0.111 -0.141 -0.072 -0.002 0.072 -0.045 (N=84)
(N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Innovative 0.340** 0.155 -0.114 -0.088 -0.023 0.063 -0.041 (N=84)

nascent entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Imitative -0.183 -0.042 -0.171* -0.007 0.053 0.073 -0.041 (N=84)

nascent entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84)

Opportunity 0.142 0.097 -0.153 -0.093 0.006 0.113 0.002

nascent entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84) (N=84)

Necessity 0.436*** 0.140 0.087 0.213** 0.105 -0.105 -0.349***

nascent entr. (N=33) (N=48) (N=67) (N=84) (N=84) (N=84) (N=84)

* denotes significance at >90%, confidence, ** denotes significance at >95% confidence, *** denotes significance at
>99% confidence.
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Increased Entrepreneurship and Lower Unemployment -
Ideas of the Interplay

The exploration of the different entrepreneurship types shows that innovative, imi-
tative, opportunity and overall nascent entrepreneurship share traits. They move in
step with each other at the aggregated (22 OECD countries) level and their correla-
tions at the national level with unemployment and the business cycle are generally of
the same magnitude and sign. These correlations support the idea of pre-cyclicality.
As indicated in the introduction, entrepreneurs have a reason and a tendency to
judge the course of the business cycle in the long run and pre-cyclicality implies that
they are able to do so.

Necessity nascent entrepreneurship consistently shows behavior different from
the other entrepreneurship types. The sharp drop in the business cycle and rise of
unemployment in the crisis coincides with necessity entrepreneurship diverging
from the other entrepreneurship types. Push effects are visible after that point so
it seems that during the crisis a share of the unemployed opted to start their own
firm. Contrary to the other types, necessity entrepreneurship does not appear to be
pre-cyclical. This makes sense as necessity entrepreneurs do not start a firm from a
position of choice. Rather than judging the course of the business cycle and waiting
for the opportune moment, necessity entrepreneurs are likely to start a business
soon after losing their job irrespective of the typical cycle phase. Moreover, as unem-
ployment is counter-cyclical, necessity entrepreneurship is unlikely to be pre-cyclical
in the first place.

The literature indicates that the interplay with unemployment is important. A rise
in entrepreneurship may result in lower subsequent unemployment as new firms hire
new personnel. Lower unemployment may in turn exert a positive influence on the
business cycle, for example because the previously unemployed start to earn wages
and spend more money. This interaction effect where entrepreneurship positively
impacts the business cycle by lowering unemployment is not directly accounted for in
the correlations between entrepreneurship and the business cycle. The previous sec-
tion provided support for the existence of pull effects and this would be an indirect
way in which entrepreneurship rates have a positive influence on the business cycle.
One could also argue that the correlations between entrepreneurship and unemploy-
ment are both due to the business cycle (confounding effect of the business cycle).
Unemployment is countercyclical and decreases if the business cycle increases. If
entrepreneurship is pre-cyclical then its negative correlation with unemployment
could be a side-effect of entrepreneurship anticipating the state of the business cycle.

It remains speculative whether the different types of entrepreneurship actually
cause fluctuations in the business cycle but if they do then policies targeted specifi-
cally at entrepreneurship could be beneficial to the economy as a whole. As discus-
sed above, there are three reasons why nascent entrepreneurship could influence
the business cycle. The first is that an upswing in nascent entrepreneurship leads to
higher levels of economic growth. This mechanism is supported by the correlations
in tables 2 and 3 and is not refuted by anything found in the data. Secondly, in the
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booming phase nascent entrepreneurs may become hesitant, which means that
nascent entrepreneurship rates decline before the business cycle enters in a decli-
ning phase. Both the graphs and the correlations in tables 2 and 3 support this second
mechanism. The third mechanism implies that in a recession it is innovative start-ups
rather than incumbent firms who innovate and thus produce positive productivity
shocks to the economy. Some support for this mechanism is shown in figure 2 where
a sharp rise in innovative and opportunity nascent entrepreneurship is shown from
2010 onward, hence in the midst of the current crisis.

If there is a causal relationship where nascent entrepreneurship is responsible
for some of the fluctuations in the business cycle, then policies measures nurturing
nascent entrepreneurship would have a beneficial influence on both the business
cycle and unemployment in subsequent years. During the current crisis with its ban
on public spending, policymakers have few options left to exert influence on the busi-
ness cycle. One of the questions posed in the introduction is whether government
policies are able to influence the business cycle by targeting entrepreneurship. This
paper shows that entrepreneurship rates predate fluctuations in the business cycle
and therefore it is certainly possible that policies aimed at stimulating entrepreneur-
ship can influence the business cycle.

We provide three policy options here. First, Koellinger and Minniti (2009) recently
showed that the level of unemployment benefits influences the effect of unemploy-
ment on entrepreneurship. Given the results of the present analyses governments
should suppress the inclination to support the current ailing economies by increasing
employment benefits. Second, the call for more regulation in the wake of the banking
crisis should not spillover from the banking to other sectors and increase the admi-
nistrative burden for other genuinely entrepreneurial sectors. Elsewhere it has been
shown that it is the perception of the administrative burden rather than that of the
uncertainty about acquiring enough financial capita, which may frustrate entrepre-
neurial activities (Grilo and Thurik 2008).% Third, during the current persisting crisis
big and incumbent firms also outside the financial sector will most likely apply for
financial and other support in the near future. Governments are well advised to make
a sound evaluation of whether to support existing sectors or new ones that may
blossom from present nascent entrepreneurial energy. Governments may consider
participating in venture capital activities so that the taxpayer benefits twice from a
recovery: through an earlier recovery as well as the venture capital gains.

The relationship between entrepreneurship rates and the business cycle may be
quite different before and after the crisis, which is something that entrepreneurship
policies would have to take into account. Such policies should distinguish between
necessity nascent entrepreneurship and other types of nascent entrepreneurship.
The three policy options mentioned above are mainly general 'within crisis' nascent
entrepreneurship measures.

26. The results of van Stel et al (2007) point in a different direction.
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Conclusion

The hypothesis of this chapter is that entrepreneurship is pre-cyclical with regard to
the business cycle. Due to the complicated nature of the relationship between the
two it is not possible to confirm whether the one has direct causal influence on the
other. However, the bivariate correlations of the previous section do support our
hypothesis and the existence of pre-cyclicality seems plausible. Necessity entrepre-
neurship interacts differently with the business cycle when compared to opportunity
entrepreneurship. It should be considered as a separate policy target.

This paper confirms the findings of Koellinger and Thurik (2012) that some nascent
entrepreneurship types lead the business cycle and that entrepreneurship may be
more intimately linked with later states of the business cycle than previously thought.
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THE ROLE OF A REGIONAL
ENTREPRENEURSHIP
CULTURE—EVIDENCE AND
CONSEQUENCES”

@ MICHAEL FRITSCH AND MICHAEL WYRWICH

1. A Regional Culture of Entrepreneurship

Numerous empirical studies demonstrate that there are pronounced regional-level
differences in new business formation and self-employment in many countries
(Sternberg, 2009). Studies of established market economies find that such regional
differences in entrepreneurship tend to be persistent over periods of one or two
decades.?® Analyzing entrepreneurship in German regions, we find that this impact of
regional conditions lasts over a period of 80 years despite dramatic changes in overall
economic framework conditions such as World War Il, massive migration, and — in
East Germany — 40 years of a socialist regime. These findings strongly suggest that a
regional entrepreneurship “culture” plays an important role in new business forma-

27. This article is partly based on Fritsch and Wyrwich (2012). We are indebted to Elisabeth
Bublitz and to Florian Noseleit for helpful comments on an earlier version.
28. See, for example, the analysis of Andersson and Koster (2011) for Sweden.
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tion activity and that the impact of such a culture — once established — tends to be
very long-lasting.

This article summarizes the main results of our analysis of self-employment and
new business formation in the regions of West and East Germany between 1925
and 2005 (Section 2). Germany is an interesting case for such a study because of
the considerable number of disruptive changes the country experienced during this
period. We conclude that the pronounced persistence of entrepreneurship that we
find might result from a regional “culture” of entrepreneurship. Section 3 discusses
what a regional culture of entrepreneurship might involve and how such a culture
might persist over time. We derive implications for policy in Section 4.

2. Entrepreneurship in German Regions from 1925-2005

2.1 Shocks and Changes in the Economic Framework Conditions

That regional-level new business formation tends to be persistent over periods of
10-20 years is not really very surprising. An obvious explanation for this persistence
could simply be that region-specific determinants of entrepreneurship also remain
relatively constant over time or, as stated by the famous economist Alfred Marshall
(1920), natura non facit saltum (nature does not make jumps). Another explana-
tion could be the existence of a regional entrepreneurship culture, a phenomenon
sometimes also called “entrepreneurship capital” (Audretsch and Keilbach, 2004). A
regional culture is typically understood “as a positive collective programming of the
mind” (Beugelsdijk, 2007, 190), or an “aggregate psychological trait” (Freytag and
Thurik, 2007, 123). A pronounced entrepreneurship culture may include the regio-
nal population being oriented toward entrepreneurial values such as individualism,
independence, and achievement, resulting in social acceptance of entrepreneurs and
their activities. As a set of institutions that are mainly informal in character, a culture
typically changes only gradually over time and may even survive disruptive changes in
economic conditions. Hence, if we find a persistence of new business formation and
self-employment in the presence of changing environmental conditions, such can be
regarded as a strong indication that a regional culture of entrepreneurship plays a
role in the regional level of entrepreneurship.

Germany is a particularly interesting case for studying entrepreneurship over
longer time periods because the country has experienced a number of severe disrup-
tions during the last 80 years. These “jumps” in the economic framework conditions
include the world economic crisis of 1929, the advent of the Nazi regime in 1933,
World War |, occupation by the allied powers, massive in-migration of refugees
from former territories, particularly from the East, separation into East and West
Germany, reconstruction of the country, and German Reunification. East Germany
experienced additional shocks due to its occupation by the Soviet Army at the end
of World War ll, followed by 40 years of a socialist regime and then transformation
to a market economy after German Reunification in 1990, that last of which can be
described as a “shock treatment.”
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In what follows, we first provide an overview of self-employment in Germany in
1925 and start-up activity in 2005 (Section 2.2). Section 2.3 then analyzes how his-
torical self-employment affected the development of new business formation and
entrepreneurship between 1925 and 2005 in West Germany. The persistence of self-
employment in East German regions, which experienced more severe shocks than
their West German counterparts, is investigated in Section 2.4.

2.2 Entrepreneurship in 1925 and 2005

The historical data that we use provide information about the number of self-employ-
ed persons in 1925.% Using these data, we calculate the regional self-employment
rate as an indicator of the presence of regional entrepreneurship prior to the disrup-
tive events. This rate is defined as the number of self-employed persons in the nona-
gricultural private sector divided by the overall number of employees, being a proxy
for entrepreneurship in the respective region. In particular, it represents the share of
entrepreneurial role models within total regional employment. Entrepreneurial role
models, that is, examples of self-employed persons, can have a strong influence on
decisions to start an own business (Bosma et al., 2012). The share of self-employed
persons in the regional workforce can also be regarded an indication of the social
acceptance of entrepreneurship in a region and it may also signal the presence of a
supportive infrastructure, such as financial resources for start-ups, public support,
and the like.

Looking at the distribution of self-employment rates across Germany in 1925
(Figure 1) reveals pronounced differences in the levels of entrepreneurship. A first
observation is that, on average, self-employment rates were higher in regions that
became West Germany after World War Il. Regions with relatively high self-employ-
ment rates are mostly found around the urban centers of Hamburg, Frankfurt,
Cologne, Munich, and Nuremberg. Also, the southwestern part of Germany, which
is known for its innovative spirit and entrepreneurial culture, had high levels of self-
employment in 1925. Regions with relatively low self-employment rates in the west
of the country include the Ruhr area north of Cologne, which was characterized by
a high concentration of large-scale industries such as mining and steel processing,
and a number of rural regions in the east and the southeast. Self-employment in East
Germany in 1925 was concentrated in the southern regions of Saxony and Thuringia.
These areas are known for having a comparatively long industrial and entrepreneurial
tradition. Regions adjacent to Berlin had very low self-employment rates. Around
1925, these areas were rather backward in terms of economic capability and were
dominated by large-scale agriculture.

29. The historical data are based on a comprehensive survey conducted by the German statistical
authorities in 1925 (Statistik des Deutschen Reichs, 1927). Due to changes in administrative
regional units, the data had to be adjusted to the current German planning regions.
Unfortunately, the data do not contain information about the number of new businesses that
were set up in 1925
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FIGURE 1. Share of self-employed persons in nonagricultural sectors in total
employment in German regions in 1925.
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As a measure of entrepreneurship in 2005 we use the start-up rate, which is the
number of new businesses in the private sector with at least one employee (who is
required to make social insurance contributions) per 1,000 population.* The start-up
rate reflects the gross inflow to self-employment that occurred in a certain year and
is commonly regarded as reflecting entrepreneurial dynamics somewhat better than
the self-employment rate. It can be interpreted as the propensity of a member of the
regional workforce to set up an own business. We again find great regional differen-
ces in the level of entrepreneurial activity across Germany (Figure 2), as was the case

30. These data are from the establishment history panel of the German Employment Statistics
(for details, see Fritsch and Brixy, 2004). New businesses are recorded as soon as they hire
their first employee who is required to make social insurance contributions. Entrepreneurs
without any employees are not included in these data.
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for self-employment rates in 1925. Start-up rates tend to be higher in West Germany
as compared to East Germany. The on average lower level of start-ups with at least
one employee in East Germany probably has to do with problems of transition to a
market economy after having been under a socialist regime for 40 years.

FIGURE 2. Start-up rates in German planning regions 2005.
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2.3 Persistence of regional entrepreneurship in West Germany 1925-2005

To investigate whether regional self-employment in 1925 continues to influence the
level of new business formation in the 1984-2005 period, we run regression ana-
lyses, including the self-employment rate in 1925.3! The regression models show a

31. Although our information on start-ups covers the 1976—-2005 period, we can calculate start-
up rates only for a shorter time frame because official statistics on regional unemployment,
which enter the denominator of the start-up rate, are available only since 1984.
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highly significant positive effect of the 1925 regional self-employment rate on the
current level of new business formation (see Table Al in the Appendix). If we con-
trol for the regional industry structure in 1925 and include some additional factors
commonly used to explain regional levels of new business formation, such as the
share of employees working in research and development (R&D) and the regional
unemployment rate, the effect of the self-employment level in 1925 remains sta-
tistically significant and is sometimes quite pronounced. This means that historical
levels of self-employment have an effect that is independent from structural regional
conditions and thus provide additional explanation for regional-level new business
formation today!

Therefore, we conclude that regional differences in entrepreneurship have per-
sisted for a period of 80 years in spite of several disruptive shocks to environmental
conditions. This high level of persistence is particularly remarkable given the high
levels of in-migration to West Germany after World War Il that led to considerable
changes in the population. It is a strong indication that there are region-specific
factors at work that are determinative of a regional entrepreneurship culture and
induced adjustment to this culture by in-migrants.

2.4 Persistence of Regional Entrepreneurship in East Germany

After the end of World War 1l, East and West Germany experienced very divergent
developments. The western part of the country became the Federal Republic of
Germany and the Western allies soon began to assist in reconstructing its economy,
with the eventual result that West Germany became a prosperous market economy.
The East was occupied by the Soviet Army, which for some time continued to destroy
that region’s economic base by dismantling existing machinery and transferring it to
the USSR. Moreover, the Soviets quickly installed a socialist regime with a centrally
planned economic system. In 1949, the eastern part of Germany became the German
Democratic Republic (GDR) and part of the Soviet bloc. As a consequence of political
pressure and severe economic problems, there was massive out-migration of East
Germans to the West until the East German border was closed in 1961. Throughout
the GDR period, a number of policy campaigns were undertaken with the aim of
creating new industrial centers, thereby considerably reshaping regional structures.
The socialist East German state collapsed in late 1989 and East and West Germany
were reunified in 1990.

The consequent transformation of the East German economy to a market econo-
mic system was a kind of “shock treatment” during which the ready-made formal
institutional framework of West Germany was adopted practically overnight. This
development induced massive structural change accompanied by a nearly complete
replacement of the incumbent firms. Between 1989 and 1991, the share of manu-
facturing employment in East Germany dropped from 48.7 percent to 16.0 percent
and unemployment rose from virtually zero in 1989 to more than 15 percent in 1992.
In the course of the transformation process, many East German regions once again
experienced massive out-migration, particularly of young and qualified workers. Even
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today, more than 20 years after this transformation process began, nearly all East
German regions lag considerably behind their West German counterparts.

FIGURE 3. Self-employment rates in East German regions 1989.
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East Germany’s 40 years of socialist regime after World War Il are of particular interest
for our analysis because during this period the region was subjected to a great deal of
policy intended to eradicate entrepreneurship. The socialist regime strongly favored
collectivist values, whereas entrepreneurship was perceived as a bourgeois anachro-
nism. Hence, a rigorous anti-entrepreneurship strategy was adopted that included
massive socialization of private enterprises and the suppression of any remaining
private-sector activity (for details, see Pickel, 1992). This strategy was particularly
focused on those regions characterized by high levels of self-employment, which
were regarded as strongholds of entrepreneurship. As a result, the self-employment
rate at the end of the GDR regime in 1989 was only about 1.8 percent compared
to 10.5 percent in West Germany. The few private businesses that did exist were
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primarily active in those small trades ill-served by inflexible centrally planned state
firms.

The longer-term effects of the anti-entrepreneurship policy in the GDR are studied
by Alesina and Fuchs-Schuendeln (2007), who find that East German citizens who
were exposed to the socialist regime are much more in favor of redistribution and
state intervention than are their West German counterparts.

Nevertheless, the socialist regime was not able to stamp out self-employment
equally effectively across the GDR, which is evidenced, for example, by the fin-
ding that in regions with a pronounced entrepreneurial tradition, higher shares
of craftsmen abstained from joining socialist handicraft cooperatives (Wyrwich,
2012). Thisindicates that the GDR’s attempts to battle entrepreneurship were not
completely successful particularly in regions with high levels of self-employment.
Hence, regional variation in private-sector activity in 1989 can be viewed as a
result of variation in private initiative or of different levels of resistance to the
abolishment of private enterprise. Indeed, comparing the regional distribution of
self-employmentin East Germany at the end of the socialist regime in 1989 (Figure
3) with the pattern found for 1925 (Figure 1) reveals remarkable correspondence.
In particular, the levels of self-employment after 40 years of socialism were par-
ticularly high in those regions that had a pronounced entrepreneurial tradition
in pre-socialist times. Many of these regions, such as Chemnitz and Dresden,
had a relatively strong tradition in the manufacturing sector prior to World War
Il. Remarkably, the regions with relatively high levels of self-employment at
the end of the socialist period also experienced high start-up rates in the years
after German Reunification and were able to manage the enormous problems of
transitioning to a market economy comparatively well.3?

Regression analyses for East Germany reveal a significant positive relationship
between the regional level of self-employment in 1925, the level of self-employ-
ment in 1989 after 40 years of socialist regime, and the level of self-employment
and new business formation in the 2000-2005 period (Figure 4). As was the
case in our analysis of West Germany (Section 2.3), this positive effect remains
statistically significant even when we control for the regional industry structure
in 1925 and include other variables for explaining new business formation, such
as the share of R&D personnel, the regional unemployment rate, and population
density (see Table A2 in the Appendix). Hence, we conclude that the historical level

32. Insome East German regions having a weak entrepreneurial tradition, this relationship is
confounded by the many new businesses that have been set up due to unemployment, what
is sometimes termed "necessity entreprenuership." Unemployment in the years 2000-2005
was particularly high in regions that had low levels of self-employment in 1925 and 1989.
We find a clear and statistically significant positive effect of historical self-employment rates
on start-up activity in the 2000-2005 period when controlling for the unemployment rate in
multivariate regression analysis (see Table A2).
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of self-employment is a separate effect that adds considerably to the explanation
of new business formation today.

FIGURE 4. Main findings on persistence of regional entrepreneurship culture.
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Our analysis for East Germany again confirms the high persistence of regional
entrepreneurship despite a number of severe shocks. That regional entrepre-
neurship survived the hostile circumstances of a socialist regime suggests that a
regional entrepreneurship culture, once established, may be quite robust. In par-
ticular, this finding of persistence is evidence that political attempts to destroy
a culture of entrepreneurship will face considerably more resistance in regions
that have a strong tradition of self-employment. It is also remarkable that the
recovery of entrepreneurship in East Germany after reunification with the West
was particularly fast in those regions that historically had had relatively high self-
employment rates.

The pronounced persistence of regional entrepreneurship that we find clearly
supports the existence of a regional entrepreneurship culture that is an enduring
intangible regional asset. This culture is more “in the air” than bound to physical
production amenities, as the latter were largely destroyed during World War Il and
thereafter. Moreover, it is also robust with regard to high levels of in- and out-
migration. Due to its resilient character, fostering and sustaining an entrepreneurial
culture should be at the top of the agenda of policymakers interested in pursuing
long-term-oriented regional development strategies. However, what factors make
up such a culture and how and why does such a culture persist? The next section
addresses these important issues.

ENTREPRENORSKAPSFORUM 83



CHAPTER 4

THE ROLE OF A REGIONAL ENTREPRENEURSHIP CULTURE — EVIDENCE AND CONSEQUENCES

3. What Is a Regional Culture of Entrepreneurship and How
Can It Persist Over Time?

3.1 The elements of an entrepreneurship culture

An entrepreneurial culture is typically understood “as a positive collective pro-
gramming of the mind” (Beugelsdijk, 2007, 190) or an “aggregate psychological
trait” (Freytag and Thurik, 2007, 123) in the regional population. Since many of the
“ingredients” are not formalized in written rules, the culture is mainly informal in
character (a “soft” institution). One may distinguish between the political and the
normative-cognitive layer of a regional entrepreneurship culture (see Figure 5).

FIGURE 5. Elements of an entrepreneurial culture.
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The normative-cognitive layer of an entrepreneurship culture encompasses:

e Widespread social acceptance of self-employment:
the population has a positive attitude toward entrepreneurial activity; there is no
social stigma attached to entrepreneurial failure.

® Entrepreneurial values of the regional population:
entrepreneurial norms and values such as individualism, autonomy, and achieve-
ment or mastery are widespread.

® Abundance of entrepreneurial personalities:
the population contains a high share of persons with an entrepreneurial persona-
lity, which is characterized by traits such as extraversion, openness to experience,
conscientiousness, and the ability to bear risk.

® Large numbers of entrepreneurial role models who generate demonstration and
peer effects:
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high levels of self-employment in the region.
The policy layer consists of those factors that can be directly targeted by

policy, including, for example:

® Entrepreneurship-friendly laws and regulations:
for example, conditions for entry and exit, freedom of establishment and trade,
competition policy, the tax system, the social security system, and, last but not
least, a low level of corruption.

® A supportive infrastructure for entrepreneurship:
the existence of supporting services for business founders as well as for establis-
hed firms, including good access to financial resources for start-ups and small
businesses and training and consulting services.

® Promoting a realistic public image of entrepreneurs:
awareness campaigns, programs for encouraging contact with entrepreneurial
role models.

® Entrepreneurship education:
particularly at universities but also beginning with some very basic skills at a
lower level in the education system.

The policy layer is an important component of an entrepreneurial culture because it
contains the instruments that may be able to create and support a regional culture of
entrepreneurship. The normative-cognitive layer represents the depth and strength
of entrepreneurship culture among the local population. The layers are, of course,
interdependent. That is, on the one hand, policy can and does affect the experiences
and beliefs of the regional population; on the other hand, the experiences and beliefs
of the regional population undoubtedly influence policy design. For example, high
levels of new business formation in a region can create high demand for supporting
public services such as consulting and training. The persistence of a regional entre-
preneurship culture is clearly based in its normative-cognitive layer. The example of
the socialist period in East Germany (see Section 2.4) demonstrates that norms and
values regarding entrepreneurship can survive even severe policies aimed at elimina-
ting it. Generally speaking, the normative-cognitive layer of regional entrepreneurial
culture is a largely informal institution and one of the most characteristic attributes
of such institutions is their high level of persistence and tendency to change only very
gradually over time (North, 1994).

3.2 The transmission of an entrepreneurship culture over time

One element of an entrepreneurial culture that plays a particularly important role
in transmission of the culture over time is the presence of positive examples of
entrepreneurs in the social environment. Entrepreneurial role models demonstrate
and pass on entrepreneurial skills and may increase social acceptance of an entrepre-
neurial lifestyle, which increases the likelihood of others adopting entrepreneurial
behavior. Empirical research shows that the effects of role models are driven by social
interaction and personal contact at the local level rather than by entrepreneurial
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icons touted by the media or classroom examples (Bosma et al., 2012). Since people
typically start their firm near to where they reside, it is not very likely that such role
model effects spill over to other areas. Thus, the presence of entrepreneurial role
models in a region can be regarded as a region-specific trigger of entrepreneurship.

Successful entrepreneurs can give rise to demonstration and peer effects.
Entrepreneurs provide opportunities to learn about entrepreneurial tasks and
capabilities. In particular, the presence of entrepreneurial role models in the social
environment reduces the uncertainty potential entrepreneurs may feel about star-
ting an own business and may help them acquire necessary information and entre-
preneurial skills (Minniti, 2005). Seeing the success of others may increase individual
self-confidence in the sense of “if they can do it, | can do it, too.” This “learning by
example” can be viewed as an externality that enables potential entrepreneurs to
organize the resources and activities required for starting and running their own
venture. This kind of learning tends to be more effective the closer the contact with
the entrepreneur. For this reason, the employment share in small and young firms
is a good predictor of the effectiveness of entrepreneurial role models because
employees in smaller firms have relatively close contact with the entrepreneur. This
proximity to the role model provides valuable opportunities to acquire entrepreneu-
rial human capital. Furthermore, employees in small firms usually have to perform a
much greater variety of tasks than do their counterparts in larger firms where work
tends to be more specialized. Such a variety of skills is conducive to starting an own
business (Lazear, 2004). Accordingly, it is a stylized fact of empirical research that, for
different reasons, employees in small firms have a higher propensity of starting an
own business than large-firm employees.

Peer effects are closely related to the above-discussed demonstration and learning
mechanisms. These effects involve the socio-psychological dimension of observing
role models. That is, individuals may perceive entrepreneurship as a favorable career
option just from observing that one of their peers is a successful entrepreneur (for a
detailed exposition of this argument, see Fornahl, 2003). This peer mechanism can be
regarded as a precondition for the demonstration effects to become effective becau-
se it can create a willingness to learn from entrepreneurial tasks. Entrepreneurial role
models are also an important mechanism for the transfer of entrepreneurial skills
and attitudes. Empirical research demonstrates a strong effect of intergenerational
transmission of entrepreneurial values and behaviors from parents or grandparents
to their children. That is, a person has a considerably higher propensity to start an
own firm if at least one of his or her parents (or grandparents) has been or is self-
employed (e.g., Laspita et al., 2012). Indeed, intergenerational transfer is one of the
main factors in the persistence of regional entrepreneurship culture over time.

In addition to direct role model effects, the indirect effect of social acceptance
could exert a positive influence on entrepreneurial choice. Hence, in regions where
there is a positive attitude toward entrepreneurial activities more people might
perceive entrepreneurship as a viable career option and start an own business.
Altogether, the interplay of role model effects, start-up activity, and social acceptance
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can make a regional entrepreneurship culture —once established — self-perpetuating.
Figure 6 provides an overview of the channels of self-perpetuation of regional entre-
preneurship that make entrepreneurial culture a crucial regional determinant of
entrepreneurial activity along other potential determinants of regional new business

formation.

FIGURE 6. Determinants of new business formation and channels of self-perpetuation
of regional entrepreneurship.
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Another factor that may explain the persistence of a regional culture of entrepre-
neurship is an infrastructure of supporting services, particularly the availability of
competent consulting, entrepreneurial finance, and political support.

Because the main elements of a regional entrepreneurship culture change only
gradually over time, as well as due to the self-perpetuating effects mentioned above,
regional cultures of entrepreneurship have a pronounced tendency to be long-lasting
and thus can be viewed as a type of “capital.” Moreover, even if supportive insti-
tutional infrastructure for entrepreneurship has been destroyed by rigorous anti-
entrepreneurship policy, as was the case in East Germany under its socialist regime,
the regional population’s positive attitude toward entrepreneurship can continue to
prevail for some time.

4. Policy Implications

The high level of persistence of regional entrepreneurship that we find implies long-
term benefits once an entrepreneurial culture becomes established. However, the
stability of regional levels of self-employment and new business formation detected in
empirical studies also strongly suggests that the establishment of an entrepreneurial
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culture may require much time and considerable political effort. Hence, policy mea-
sures designed to foster the emergence of a regional entrepreneurial culture should
be viewed as a long-term investment in a kind of capital stock. Returns on such an
investment may be a long time coming, but when they do manifest, they will be long-
lasting ones that positively affect regional development far into the future.

Our results suggest that an entrepreneurial culture can persist not only for long
periods of time, but can also survive severe shocks, such as four decades of anti-
entrepreneurship policy and an utterly devastating war. This resilience of entrepre-
neurial culture has a further implication, namely, that having an entrepreneurial
culture might protect regions from the adverse effects of disruptive change. In this
respect, fostering an entrepreneurial culture could be viewed as a sort of insurance
policy or as a preemptive recovery program.

We still do not know much about the forces behind the emergence of a strong
regional culture of entrepreneurship. In the regions covered by our empirical ana-
lysis, such a culture obviously was not consciously created by political action. Maybe
the type of agriculture that prevailed in a region, for example, large-scale farming
with many employees (northeast Germany) versus small family-run farms (Baden-
Wuerttemberg), plays a role. Differences in agriculture practices may be based in
socio-political reasons, but they may also have to do with the quality of the soil or
with certain social practices, such as the mode of inheritance. If, for example, it has
been common practice in a region to divide the land among the beneficiaries in real
terms (Realteilung), the resulting small lots could have created an incentive to shift
economic activity toward some type of craft business, maybe first as a secondary
occupation that later became the main source of income. This is an often-found
explanation for the emergence of an economic structure characterized by many
relatively small firms in some regions in the south of Germany.

Much of the policy aimed at stimulating a regional culture of entrepreneurship
involves creation of a supportive infrastructure for entrepreneurship, political com-
mitment to entrepreneurship, and entrepreneurship-friendly laws and regulations
(Figure 5). Since the majority of the relevant laws and regulations apply nationwide,
regional-level policy needs to focus on creating a supportive local infrastructure,
promoting entrepreneurship and new business formation, and, possibly, local imple-
mentation of national laws and regulations. To stimulate the effectiveness of entre-
preneurial role models, policy could be designed to enhance the opportunities for
personal contact with entrepreneurs. Such policy could include, for example, busi-
ness plan contests or seminars and presentations at local universities that involve
actual entrepreneurs. Another way to encourage the establishment of a regional
entrepreneurial culture is to promote entrepreneurial role models in the media as
doing so could make entrepreneurship more socially acceptable, especially in areas
such as the former East Germany where successful entrepreneurial role models are in
short supply. Toward the same end, removing any stigma attached to entrepreneurial
failure would also be helpful.
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Policy could also promote entrepreneurship education in schools and universities by,
first, teaching entrepreneurial skills and, second, providing students with a realistic
view of entrepreneurship and helping them accurately assess their own entrepre-
neurial abilities. A main goal of entrepreneurial education should be that it is those
people best suited to the endeavor that choose to be self-employed. Contact with
real-world entrepreneurs might be a real “eye-opener” in this regard. Apart from such
“soft” campaigns, the policy toolkit should also contain measures aimed at creating
a physical infrastructure supportive of entrepreneurship. Finally, policies that aim at
developing the regional knowledge base and to promote innovation activities can
be supportive by creating entrepreneurial opportunities. There are many empirical
examples that demonstrate a key role of new business formation and other kinds of
entrepreneurial behavior for transforming of knowledge into commercial application
and growth. Hence, innovation policy and the creation of an entrepreneurship culture
may be closely interlinked. Stimulating entrepreneurship can particularly contribute
to making the regional knowledge economically effective.

Conscious creation of a culture of entrepreneurship is a new policy field and, as
yet, not much is known about how to actually accomplish the task. The national
institutional framework is no doubt important, but we suspect that more focus on
region-specific measures might be even more so. There is considerable room for
creative strategies based on knowledge gleaned from successful examples.
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Appendix
Table A1: The effect of the self-employment rate 1925 on regional start-up rates in West Germany
1984-2005
I 11 111
Start-up rate
Self-employment rate 1925 0.0286 0.0619 0.0362
(0.0142) (0.0148) (0.0153)
. . 0.00537
Population density (log) (t-1 - - ]
) (D) (0.0224)
Share R&D personnel (t-1) - - | 0.060877% |
(0.0188)
-0.0564***
Unemployment rate (t-1 - - e —
(1) (0.0170)
Industry structure 1925 - *rx *rx
Federal state dummies Fax *rx *rx
-0.430%** -0.513*** -0.482***
Constant
(0.0590) (0.0624) (0.0617)
Number of observations 1,349 1,349 1,349
F-value 209.35%** 210.89*** 186.20***
R™Y 0.782 0.802 0.806
Notes: Dependent variable: Regional start-up rate in t0. Pooled OLS regressions.
Robust standard errors in parentheses. ***: statistically significant at the 1 percent
level; ** statistically significant at the 5 percent level; *: statistically significant at
the 10 percent level. There are jumps in the number of start-ups for years after 1998,
which are controlled for by employing respective year dummies.
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Table A2: The effect of self-employment rates in 1925 and 1989 on current levels of new business

formation in East Germany in the period 2000 to 2005

I II 111 v
Start-up rate
Self-employment rate 1925 0.145 0.147 0.260 -
(0.0600) (0.0624) (0.0856)
Self-employment rate 1989 - - - 0.247
(0.0953)
Population density (log) (t-1) ; - -0.111 0.134
(0.111) (0.104)
Share R&D personnel (t-1) - - 0.117 0.0627
(0.108) (0.100)
Unemployment rate (t-1) - - 0.134 0.107
(0.0590) (0.0537)
Industry structure 1925 -
* % %k * k% * ok ok
Federal state dummies rxx Frx rxx rxx
-0.652*** -0.712*** -0.844%** -0.764***
Constant
(0.100) (0.148) (0.174) (0.199)
F-value 9.44%** 9.00*** 7.47%** 6.67***
Number of observations 110 110 110 110
R 0.341 0.404 0.444 0.420
Notes: Dependent variable: Regional start-up rate in t0. Pooled OLS regressions. Robust
standard errors in parentheses. ***: statistically significant at the 1 percent level; **
statistically significant at the 5 percent level; *: statistically significant at the 10 percent level.
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START-UP RATES,

ENTREPRENEURSHIP CULTURE
AND THE BUSINESS CYCLE

- Swedish patterns from national and regional data

@ MARTIN ANDERSSON

Introduction

In her well-known book comparing California’s Silicon Valley and the Route 128 cor-
ridor outside of Boston, Anna Lee Saxenian analyzes why the two regions embarked
on such different development paths. While both regions had a historically strong
concentration of knowledge- and technology-intensive sectors and bright prospects
for a resilient economic development, Silicon Valley continued to flourish whereas
Route 128 declined after the crisis period in the mid-1980s. Saxenian maintains that
one important explanation for the divergent performance of the regions is rooted in
differences in regional entrepreneurship culture. The following statement from an
entrepreneur with experience from both regions that she quotes in her book may
serve as a case in point (Saxenian 1994, p 63):

“In Boston, if | said | was starting a company, people would look at me and say:
‘Are you sure you want to take the risk? You are so well established. Why would
you give up a good job as vice president at a big company?’ In California, |
became a folk hero when | decided to start a company. It wasn't just my col-
leagues. My insurance man, my water deliverer — everyone was excited. It’s a
different culture out here.”
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A Swedish example of such kind of locally embedded entrepreneurship culture is the
so-called ‘Gnosjo-spirit’. This spirit is widely recognized in Sweden and is even listed
in the Swedish National Encyclopedia. It is described as follows therein (author’s
translation):

“The Gnosjé spirit refers to the enterprising culture that prevails in the muni-
cipality of Gnosjé and its neighbors in the county of Smdland. In this region,
self-employment is a way of life that dominates the local community, which for
instance implies that the local authorities, banks, and trade unions conform their
way of working to the way the enterprises work.”

Examples along these lines illuminate the quite common argument that there are
locally embedded values and attitudes towards entrepreneurship, exerting a strong
influence on the rate and level of entrepreneurial activity in regions. The concept of
regional entrepreneurship culture aims to capture such phenomenon, and refersin a
general sense to the level of social acceptance and encouragement of entrepreneurs
and their activities in a region.®

In this chapter, | discuss regional entrepreneurship culture as a source of persistent
differences in regional rates of new firm formation, and present a number of empirical
regularities for Sweden to illustrate the empirical relevance of the main arguments.
The presentation touches ground with the other contributions in this report in that
| demonstrate the association between start-up activity and the business cycle as
well as how the persistence in regional start-up rates is affected by a major economic
crisis for the case of Sweden. 34

The chapter is organized as follows: in Section 2, | provide a brief background to
the interest in regional entrepreneurship culture and discuss defining characteris-
tics of culture (in particular its persistence over time). | also assess the empirical
relevance of the concept in a Swedish context using data on regional start-up rates
in Sweden. Section 3 presents the main patterns as regards new firm formation
rates in Sweden over time. A main focus is here on how start-up rates varied
during the large recession in Sweden in the early 1990s. In the fourth section, |
focus on regional variations in start-up rates in Sweden during the crisis period
and link this to the discussion of an entrepreneurship culture. Section 5 concludes
and presents lessons for policy.

33. There are many different concepts in the literature that generally refer to an
entrepreneurship culture (Beugelsdijk 2007). Audretsch and Keilbach (2004), for instance,
introduce the concept of entrepreneurship capital. Westlund and Bolton (2003) discuss local
social capital as a driver of entrepreneurship. | use the concept of entrepreneurship culture
to refer to the general level of social acceptance and encouragement of entrepreneurs and
their activities.

34. Part of the chapter draws on previous own work, in particular by Andersson and Koster
(2011).
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Regional Variation in Start-Up Rates and Entrepreneurship
Cultures

Regional Heterogeneity in Start-Up Rates

While the idea of regional entrepreneurship culture is not new (Hoselitz 1957,
Johannison 1984, Davidsson and Wiklund 1997), the interest in this phenomenon
has increased in recent years. One reason for this is a large and growing literature
documenting substantial variations in rates of new firm formation across regions,
despite the regions being embedded in the same national institutional environment
(Audretsch and Fritsch 1994, Armington and Acs 2002, Bosma et al 2008). Within
Sweden, for instance, the cross-regional variations in start-up rates amount to well
over factor 5.3°

FIGURE 1. The variation in start-up rates across municipalities in Sweden 2007 (per
10,000 inhabitant 16-64 years of age).
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Thisisillustrated in Figure 1 in which Swedish municipalities are ranked in descending
order according to their start-up rate in 2007. The solid line shows that the number
of new establishments per 10,000 inhabitants (16-64 years of age) in Swedish munici-
palities ranges from nearly 300 to just over 50. As indicated by the horizontal dashed
line, the Swedish average amount to about 130 new establishments per inhabitant.
The existence of regional entrepreneurship cultures is one theoretically plausible
explanation for these spatial variations in entrepreneurship activity. But there are of
course various reasons for regional variations in start-up rates — entrepreneurship
culture is just one out of several possible explanations. Moreover, a general issue

35. Start-up rates are here measured as the number of new establishments normalized by the
regional population in the age interval 16-64.
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with concepts like conventions, informal rules, values and attitudes is that they are
hard to measure.

Glaeser (2007) presents three different theoretical perspectives, in addition to
regional entrepreneurship culture, may explain why regions differ in entrepreneurial
activity:

® Supply of entrepreneurs: Individuals may be more or less entrepreneurial due to
factors such as age, education, social background or choice of industry. If more
‘entrepreneurial’ individuals sort themselves systematically towards certain
regions and sectors, we will observe sharp regional differences in the supply of
entrepreneurs and consequently differences in regional start-up rates.

® Inputs for new firms: Regions may differ in terms of availability of inputs, such as
venture capital, decentralized input suppliers and supply of labor with various
specializations and experiences.

® Customers: A large and growing local demand may stimulate new firm formation.
This may in particular be important for start-ups in services sectors for which
local demand is important. Another argument is that density of customersin a
region may stimulate interaction between suppliers and customers, which in turn
may foster ideas for new ventures.

But even after controlling for the kind of observable supply- and demand-side regio-
nal characteristics listed above, one typically find that significant regional differences
remain. Such unexplained (or ‘residual’) regional variations in start-up rates across
regions may in principle be attributed to entrepreneurship culture.

Persistence, Time Scales of Change and Regional
Entrepreneurship Culture

The strongest empirical support for entrepreneurship culture is however not regional
variations in start-up rates per se. It is instead that longitudinal analyses reveal a high
persistency in these variations over time (see e.g. the chapter by Fritsch and Wyrwich
in this report).

Figure 2 presents the relationship between the start-up rate 2007 and in 1987
across Swedish municipalities, i.e. a time span of two decades. It is clearly the case
that there is persistence in the geography of start-up rates. The main pattern is that
municipalities with high start-up rates today are typically those that had high start-
up rates two decades ago. Indeed, a simple linear estimation of the relationship in
Figure 2 shows that the start-up rate 20 years ago (L20.Start_up_rate) is capable of
accounting for about 50% of the variance in start-up rates across municipalities today
(Start_up_rate).
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This pattern is not simply an artifact of that the three sets of determinants discus-
sed previously do not change much over time. The influence of previous start-up
rates is robust when controlling for other factors that may influence start-up rates.
In Andersson and Koster (2011), we employ Swedish data and estimate a dynamic
panel model including three lags of the start-up rate, while controlling for observable
regional supply- and demand-side characteristics as well as unobserved regional
heterogeneity.3®

FIGURE 2. The relationship between start-up rates in 2007 (Start_up_rate) and in
1987 (L20.Start_up_rate) across Swedish municipalities (new establishments per
inhabitant 16-64 years of age).
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We find that the lagged start-up rates are statistically significant, illustrating that
previous start-up activities do have an effect on current start-up activity in a munici-
pality after controlling for other determinants of start-ups. The results also confirm
the role of supply- and demand-side characteristics in explaining start-ups. We find
that the general education level of employees, market-size and the share of servi-
ces in the local industry contribute to a municipality’s start-up rate. The estimated

36. Observable supply- and demand-side regional characteristics include education level of
employees, industry structure, market size, and income level as well as employment rate. The
results from this estimation are re-produced in Appendix.
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impact of employment rate and income levels is generally negative, but the statisti-
cal significance of the parameter estimates is weak. This may be explained by that
higher employment rates generate fewer necessity-based start-ups, and that higher
income levels increase the opportunity cost of starting a new business and become
self-employed.

Why is this type of robust persistence of regional variations in new firm forma-
tion rates interpreted as evidence of entrepreneurship culture? A main reason is that
culture is by definition a phenomenon that changes in slow processes.

Figure 3 is adapted from Williamson (2000), and outlines different types of
institutions and their time scale of change. Williamson argues that social ‘embed-
dedness’ is the highest level of institutions and that “...this is where the norms,
customs, mores, traditions, etc., are located” (p. 596). This kind of informal
institutions change very slowly, on the order of centuries or millennia. They also
impose constraints on other (formal) institutions as well as the general workings of
the economy, indicated by the solid arrows in the figure. Resource allocation and
employment in the economy changes continuously, and on a much faster time scale
than institutions.

FIGURE 3. Institutions and time scales of change (based on Williamson 2000).
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Williamson’s scheme is a useful starting point for a discussion and characterization
of regional entrepreneurship culture. Based on Figure 3, a regional entrepreneurship
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culture may be defined as spatially localized informal institutions that have to do
with the general social acceptance and encouragement of entrepreneurs and their
activities in a region. It is thus a top level (informal) institution, influencing the rate of
entrepreneurship activity in a region.?’

If informal institutions such as regional entrepreneurship cultures are historically
rooted and evolve in slow processes over time, so should the phenomena dependent
on it. The time scale of change is a key characteristic of entrepreneurship culture,
making it distinct from other types if determinants of regional start-up rates. In a
given moment in time, the entrepreneurship culture may be thought of as a “gift from
the past”, influencing current entrepreneurship activity.

Williamson (2000) suggests that the effects of informal institutions go through
their effect on the institutional environment and governance structures. This is not
necessarily the case for entrepreneurship culture in regions that often share the
same overall institutional environment (at least if the regions under consideration
belong to the same nation). A regional entrepreneurship culture can have direct
impact on entrepreneurship activity, such as a ‘social’ encouragement of individuals
to consider entrepreneurship as an alternative to regular employment. This is indica-
ted by the arrows connecting the top level embeddedness with resource allocation
and employment.

But even if regions in a country are exposed to the same national institutional and
regulatory environment, there might be regional differences the way in which dif-
ferent regulations are implemented. In regions with a strong entrepreneurial culture,
for example, a given set of regulations from central government may be interpreted
and implemented in a more ‘business friendly’ way than other regions. Moreover, the
entrepreneurship culture in a region may also have an impact on bureaucratic pro-
cedures, inter alia the procedures for obtaining licenses from the local government
to open a new store or establish a new warehouse in the region. Such bureaucratic
procedures include handling speed, attitudes of local government and the general
administrative burden.®

A historically rooted social acceptance of entrepreneurship in a region may thus
influence entrepreneurship in a direct way, but also in an indirect way through a
long-term influence on the ‘formal rules of the game’ in the region as well as the ‘play
of the game’.

37. Entrepreneurship is indeed part of an economy’s resource allocation and employment.
Schumpeter (1934) proclaimed for instance that new firm formation is an important means
for resource re-allocation in an economy.

38. Hard data on the spatial variation in this kind of local institutions are rarely available. The
Confederation of Swedish Enterprise yet publishes a yearly ranking of Swedish municipalities
according to a ‘business climate’ index. One of the components of this index relate to the
attitudes of local authorities and the bureaucracy associated with establishment of new
plants, and these components typically show quite large variations across municipalities.
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Feedback and Response Mechanisms - a Self-Reinforcing
Entrepreneurship Culture?

It is in general difficult to pin down the origins of informal institutions such as an
entrepreneurial culture. Williamson (2000) conjectures that many informal institu-
tions “...have mainly spontaneous origins — which is to say that deliberative choice of
a calculative kind is minimally implicated. Given these evolutionary origins, they are
‘adopted’ and thereafter displays a great deal of inertia”.

Evolutionary theory would suggest that, sparked by some historical context or
event, a regional entrepreneurship culture develops in a self-reinforcing way over
extended periods of time. A critical ingredient in this kind of theoretical frame is the
existence of a feedback (or response) mechanisms.*

Feedback mechanisms imply interdependence, so that a region’s entrepreneur-
ship culture is not only a determinant but also in part a product of entrepreneurship
activity over long time horizons (cf. North 1990). This kind of effect has been labeled
‘institutional hysteresis’ (Martin and Sunley 2006), and are in a general sense motiva-
ted by spatially bounded learning and externality phenomena.

How can we understand feedback mechanisms in the context of regional entrepre-
neurship culture? The literature typically emphasizes ‘entrepreneurial learning’, and
the role of imitation and entrepreneurial role models in such processes. | elaborate
on this perspective below.

Recognizing and acting upon business opportunities are inherently processes
at the individual level, but the context in which these processes manifest them-
selves is important in shaping individual responses (Verheul et al. 2001). Guiso
and Schivardi (2005) argue that entrepreneurial talent is not innate and maintain
that when more entrepreneurs are active in a region, people will have greater
opportunities to acquire entrepreneurial skills. According to their framework,
an individual’s accumulation of entrepreneurial skills is partly a function of the
regional intensity of entrepreneurs.

Entrepreneurial role models have indeed been shown to have a positive impact
on the propensity of people to start new firms (Aldrich 1999, Blanchflower and
Oswald 1998, Arenius and Minniti 2005). Knowing an entrepreneur and having an
entrepreneur in the family are good estimators of entrepreneurship. Entrepreneur
role models not only assist in developing entrepreneurial skills, they are also a sign of
the social acceptability of entrepreneurship. In addition, existing entrepreneurs may
serve as bellwethers of certain business opportunities that imitative entrepreneurs
may follow (Baumol 1993). As such, this means that the recognition of opportunities
is also influenced by role models. At the regional level, a wide availability of role

39. The dashed arrows in Figure 3 indeed suggest feedback effects from lower to upper levels.

100 SWEDISH ECONOMIC FORUM REPORT 2012



models may thus generate ‘demonstration effects’, such that potential entrepreneurs
are stimulated to develop an idea in the form of a new firm.*°

Entrepreneurial learning is an example of a feedback mechanism, and is stron-
gly connected to historical rates of new firm formation. Where are role models for
potential entrepreneurs abundant, if not in regions with a history of high start-up
rates? A region which for some reason has had a strong new firm formation in the
past will have greater opportunities for entrepreneurial learning, stimulating current
start-up activity. The level entrepreneurship today then influences the regional den-
sity of role models of future entrepreneurs, as well as the general social acceptance
of entrepreneurship. This kind of effects illustrates how a regional entrepreneurship
culture, through feedback effects, may evolve in a self-reinforcing way over extended
periods of time. Feedback effects also provide a further understanding of why the
entrepreneurship culture of regions is persistent.

Swedish Evidence of a Self-Reinforcing Entrepreneurship
Culture

Are there any empirical regularities supporting the idea of a self-reinforcing entrepre-
neurship culture? In Andersson and Koster (2011), we try to empirically capture such
an effect using data for Sweden. We argue that the existence of feedback effects,
promoting an entrepreneurship culture that is self-reinforcing, should imply that the
strength of persistence in start-up rates is particularly strong in regions with a high
historical entrepreneurship activity. Feedback effects help to sustain and develop an
entrepreneurship culture, providing an enduring advantage in particular for regions
that have had high start-up rates in the past. These regions are most prone to a self-
reinforcing development.

We tested this hypothesis on Swedish data spanning a decade of start-up rates
across Swedish municipalities, using transition probability analysis and quantile
regression techniques.” Transition probability analysis examines whether the
likelihood of switching ranks, in terms of the regional level of start-up rates in a
given period, is related to the previous rank. The quantile regression technique
allows us to test whether the effect of lagged start-up rates on current start-up
rates depends on the levels of start-up rates across regions. The empirical counter-
part to our hypothesis is that regions with higher start-up rates are more likely to
maintain their position, and the effect of past start-up rates are higher for regions
with higher rates of start-ups.

40. Johannisson (1983, 1984) discusses and illustrates such an effect in the Gnosjo region of
Sweden.
41. We did not have access to longer time series in this work.
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FIGURE 4. Estimated marginal effect of the start-up rate in 1994 on the start-up rate in
2004 for the different quantiles of the dependent variable (start-up rate 2004).
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Source: Andersson and Koster (2011).

We find support for our hypothesis. The persistence in regional start-up rates is
stronger for regions with higher levels of start-up activity. Figure 4 is re-produced
form Andersson and Koster (2011) and shows the estimated marginal effect of
start-up rates in 1994 on current start-up rates (2004) using quantile regression
technique.*

It is clear from the figure that the estimated marginal effect of the start-up rate
a decade ago is larger the higher the level of start-up rate. This finding has also
been confirmed in other studies (e.g. Fritsch and Wyrwich 2012). The empirical
regularities with regard to the strength of persistence in regional start-up rates are
thus consistent with the idea of a regional entrepreneurship culture evolving in a
self-reinforcing manner.

Start-up activity over the business cycle

A localized entrepreneurship culture historically embedded in a region should also
manifest itself during changes in economic conditions, such as over the business

42. The underlying data is data on Swedish municipalities. The regression includes several control
variables, including education intensity, market-size, share of services, income, employment
share and metropolitan dummy. Standard errors are bootstrapped using 3,000 replications.
Further details may be found in Andersson and Koster (2011).
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cycle. The chapter by Fritsch and Wyrwich in this report illustrates for Germany that
there is persistence in start-up rates across regions over periods as long as 80 years
— a period over which there has been several significant disruptions.

There is no comparable historical regional start-up data for Sweden, but available
data do span a significant downturn in the Swedish economy in the beginning of the
1990s. During the period 1991-1993, for example, the average yearly growth of GDP
and GDP per capita amounted to -1.5% and -2.2%, respectively. The average yearly
growth in unemployment during the same period amounted to about 3%. Hagberg
and Jonung (2005) maintain that the loss in employment in the 1990s crisis is the lar-
gest one ever recorded in Sweden, with an employment loss of almost 17% between
1990 and 1994.

How does the rate of start-ups change over such drastic economic swings? There
are two basic perspectives on how new firm formation changes over a business cycle.
On the one hand, an economic downturn may deter the rate of new firm formation
because of fewer business opportunities when the general level of demand in the
economy falls. On the other hand, a recession may imply that more people might
be pushed into entrepreneurship. Economic downturns can also intensify change
processes and creative destruction. A crisis may for instance imply that resources
are reallocated, that relative prices change and that ‘equilibria’ are disturbed, which
stimulate profit opportunities for new businesses (Braunerhjelm and Thulin 2010).
Economic crises can in other words stimulate opportunity- as well as necessity-based
entrepreneurship.

Figures 5 through 8 present the relationship between GDP growth and start-up
rates in Sweden, in total as well as for broad sector categories. Start-up rates are
consistently measured as the number of new establishments per inhabitant 16-64
years old, and the figures report, for each year, the percentage deviation from the
mean start-up rate over the whole period, i.e. 1987-2003 for total start-up rates and
1990-2003 for start-up rates in broad sector categories.*® GDP is measured in growth
rates for each respective year.

| consider two different types of start-ups: (i) start-ups only involving individuals
that were unemployed the year before entry and (ii) other start-ups. These two dif-
ferent categories broadly distinguish opportunity- from necessity-based start-ups,
where start-ups by individuals that were unemployed the year before are intended
to reflect the latter type of start-ups.

Figure 5 presents the relationship between GDP growth (measured on the right
vertical axis in percentages) and opportunity- and necessity-based start-ups, where
the respective start-up rate is measured on the left vertical axis and presented as the
percentage deviation from its mean value over the whole period (1987-2003).

43. The reason | report a shorter time period for the start-up rates in broad sector categories is
that the sector coding system changed significantly in the early 1990s.
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FIGURE 5. GDP growth and start-up rates in Sweden 1987-2003.
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The main patterns in the figure are as follows:

The 1990-crisis was preceded by high rates of both opportunity- and necessity
based startups. Opportunity-based start-ups are distinct in that they rose quite shar-
ply in the immediate years before the crisis set in.

@ Opportunity- as well as necessity-based start-ups responded to the economic
downturn between 1991 and 1993. Both types of start-ups fell during the crisis
years.

® Necessity-based start-ups increased significantly in 1994, reflecting that many
individuals became unemployed during the economic downturn and tried new
firm formation as an escape from unemployment. When GDP growth recovered
after the crisis necessity-based start-ups fell consistently.

® There is no comparable rise in opportunity-based start-ups in association with
the crisis. Opportunity-based start-ups instead show a relatively steady but slow
increase after the crisis as the economy recovered.

These patterns are broadly consistent with economic downturns being associated
with less opportunity-based start-ups, for instance due to a fall in general level of
demand in the economy. That opportunity-based start-ups yet increase shortly
after a crisis may be due to profit opportunities associated with reallocations,
price changes and structural adjustments in the economy. Economic downturns
and higher rates of unemployment also appear to push individuals to (necessity-
based) entrepreneurship.
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Figures 6 through 8 present the same relationships for start-ups in (i) agriculture,
fishing and extraction sectors, (i) manufacturing sectors and (iii) private services
sectors, respectively. These figures span the 1990-2003 period.

FIGURE 6. GDP growth and start-up rates 1987-2003 in agriculture, fishing and
extraction sectors.
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FIGURE 7. GDP growth and start-up rates 1987-2003 in manufacturing sectors.
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The main patterns in Figure 5 also hold for the different sector aggregates. For all
sectors there is a sharp decline in start-ups between 1991 and 1993, followed by
a significant increase in necessity-based start-ups in 1994. Agriculture, fishing and
extraction as well as manufacturing show a declining or modest development in
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start-ups during the period of recovery after 1994 (Figures 6 and 7). It is instead
in private services sectors that opportunity-based start-ups show a clear increase
after the crisis in the beginning of the 1990s (Figure 8). This reflects that general
shift from manufacturing to services sectors that accelerated in Sweden after the
crisis, such that the entrepreneurial opportunities increased particularly in private
services sectors. Indeed, an increasing fraction of all start-ups started in services
sectors during the period after the recession 1991-1993.

FIGURE 8. GDP growth and start-up rates 1987-2003 in private services sectors.
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Does the Geography of Entrepreneurship Change Over the
Business Cycle?

The effects of the economic crisis in Sweden were not uniform across regions. Some
lost several thousands of jobs whereas others where only marginally affected.

Figure 9 illustrates the distribution of the percentage change in employees
between 1990 and 1993 across Swedish municipalities. The percentage change in
employees goes from marginally positive to a fall of almost 25 percent. A number of
municipalities show a modest decline in employment whereas some lost about a fifth
or even a quarter of their employment.

Did the spatial variation in the effects of the economic downturn have any impact
on the spatial distribution of start-up activity? If different municipalities were hit
differently, it is conceivable one would expect that the crisis had an impact on the
spatial distribution of start-ups. On the other hand, as argued previously, an entre-
preneurship culture should, because of its slow change and historical embeddedness,
survive even major changes in the general economic environment.

To illustrate these questions for Sweden, | compare the spatial distribution of the
rates of new firm formation in four different time periods:
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2004-2007: recent times
1994-1997: post-crisis
1991-1993: crisis period
1987-1990: pre-crisis

Comparisons between respective time periods allow for an assessment to what
extent the crisis had an impact on the spatial distribution of new firm formation.

| begin by presenting the overall distribution of the average rates of new firm for-
mation across Swedish municipalities in the four different time periods. Figure 10
presents the estimated Kernel density of opportunity- and necessity-based start-up
rates, respectively.*

FIGURE 9. Percentage employment change across Swedish municipalities (284)
1990-1993.
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Starting with the opportunity-based start-ups (upper figure), the pre-crisis spatial
distribution (1987-1990) were less concentrated, with a higher mean start-up rate.
The latter is evident by the curve being positioned to the right of the others, and is
consistent with a higher level of opportunity-based start-up rates in the immediate
years before the crisis, as reported in Figure 5. During the crisis period (1991-1993)
and in the following years (1994-1997) the distribution becomes more concen-
trated and moves to the left as the average rate of start-ups fall in the economy.
The distribution for 2004-2007 is positioned to the right of the distribution for the
crisis years as well as the immediate post-crisis years, but its shape remains roughly
invariant. A similar pattern is observed for necessity-based start-ups, though the

44. Kernel denisty estimation is a way to estimate the probability density function of a variable.
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change in the concentration and the right tail of the distribution during the crisis is
much more significant.

FIGURE 10. The distribution of start-up rates across Swedish municipalities in
four different time periods (opportunity-based start-ups in the upper figure and
necessity-based start-ups in the lower).
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One way to appreciate the main patterns in Figure 10 is that the pre-crisis
period was a ‘bubble period’ inspiring entrepreneurial endeavors (opportunity-
as well as necessity-based) in the whole economy, with a less concentrated spatial
distribution of start-ups as result. When the bubble burst in the beginning of the
1990s the rate of start-ups then generally declined and became more spatially
concentrated.

While illustrating the overall spatial distribution of rates of new firm formation,
the estimated Kernel densities in Figure 10 do not inform about the position of

108 SWEDISH ECONOMIC FORUM REPORT 2012



different municipalities in the distributions in the different time periods. In princi-
ple, a distribution can remain invariant over time although the different municipa-
lities change positions in the distribution.

In order to test if regional start-up rates are persistent over the business cycle
in the sense that the municipalities keep their position in the (spatial) distri-
bution of new firm formation rates over time, | do two things. First, | present
Spearman rank correlation coefficients between the average start-up rate across
Swedish municipalities 2004-2007 and the three other time periods, respectively.
Spearman rank correlation coefficients measure how tightly ranked data cluster
around a straight line and take a value between -1 and +1. Positive (negative)
coefficients imply a positive (negative) association between the ranks, and a cor-
relation close to zero means there is no linear relationship between the ranks.
Second, | estimate simple linear regressions with the average start-up rate in
2004-2007 as the dependent variable and ‘explain’ this with the average start-
up rate in the other respective periods. | then present the R-squares of these
estimations. These R-squares inform about what fraction of the variance in the
current average start-up rates across Swedish municipalities that is explained by
the start-up rates in the other time periods. If the Spearman rank correlation
coefficients and the R-squares are high, it means that the municipalities tend to
keep their position in the spatial distribution of start-up rates even in periods of
significant changes in the general economic environment.

Spearman rank correlation coefficients are reported in Table 1 and the R-squares
of the simple linear regressions are presented in Table 2. It is evident from Table
1 that the rank correlation coefficients are high and statistically significant, indica-
ting that municipality’s position tend to be stable even over periods of significant
economic crisis. Looking at the R-squares in Table 2, over 70% of the variance in
opportunity-- as well as necessity-based start-up rates today is explained by the
same type of start-up rates during the crisis years (1991-1993) as well as the pre-
and post-crisis periods.

The main conclusion is that when the general level of start-up activity changes
during a business cycle, the regional distribution of start-ups change in terms of
its concentration. But the data yet suggest strong persistence in regional start-up
rates over a business in the sense that the position (or rank) of municipalities is
rather invariant over a business cycle. The start-up rates during an economic down-
turn are also able to explain a significant fraction of the variation in start-up rates
in ‘normal’ times several years after the crisis. These patterns are in line with what
one would expect in the presence of persistent differences in entrepreneurship
cultures across regions.
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Table 1. Spearman rank correlation coefficients between the average start-up rate across
Swedish municipalities in 2004-2007 and in three other respective time periods.

Opportunity-based Necessity-based
start-up rates start-up rates
1994-1997 0.79 0.81
1991-1993 0.74 0.83
1987-1990 0.72 0.81

Note: All correlation coefficients significant at the 0.01 level.

Table 2. Fraction of variance in the average start-up rate 2004-2007 across Swedish municipali-
ties explained the start-up rate in three different time periods.

Opportunity-based Necessity-based
start-up rates start-up rates
1994-1997 0.72 0.62
1991-1993 0.63 0.73
1987-1990 0.61 0.62

Note: The table reports the R-square from three separate regressions with the average start-up rate
2004-2007 as the dependent variable and the average start-up rate in 1994-1997, 1991-1993 and

1987-1990 as respective independent variables.

Policy Discussion

In this chapter | have discussed regional entrepreneurship cultures, and demonstra-
ted a number of empirical regularities for Sweden that speaks in favor of regional
entrepreneurship being an important source of the large and persistent regional
variations in the rate of new firm formation. What are the policy lessons from the
chapter?

Afirst remark is that policy cannot change a region’s history. Historically rooted and
embedded phenomena, such as entrepreneurship cultures, must be perceived as ‘gifts
from the past’. Policy should yet be based on recognition of the role played by histo-
rical and cultural factors and be adapted to the circumstances in different regions.

Accepting entrepreneurship cultures means for example that the (local) effects of
the same policy measures may be quite different depending on the region in which
they are implemented. Take for instance the common discussion about the magnitude
of local multipliers associated with various kinds of regional investments, such as the
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opening of a new plant, upgrading or construction of highways or the establishment
of a local university. Local multiplier effects refer to that these investments often
generate a larger number of jobs than those directly associated with the activity
pertaining to the investment. The reason for this is that investments of this kind sti-
mulate demand throughout the local economy through expenditure linkages. A new
plant in a local economy, for instance, means a greater number of employees that
demand local services such as hairdressers and restaurants. Part of multiplier effects
of this kind are materialized in the form of individuals (or entrepreneurs) acting on
new entrepreneurial opportunities provided by the investment. But the extent to
which individuals in a region do so may be linked to the entrepreneurship culture
prevailing in the region. In other words, in regions with a ‘strong’ entrepreneurship
culture — where the social acceptance of entrepreneurship is high and entrepreneu-
rial activities are (socially) encouraged — the local multiplier effects of a given type
of investment may be larger because the inhabitants are more prone to recognize
and materialize entrepreneurial opportunities. The message is that ‘one size fits all’
policy-making at a regional scale is likely to be inefficient. Discussions of policy mea-
sures and their expected effects should acknowledge and be adapted to contextual
factors in the regions in which the policy measures are supposed to be implemented.
Given the role played by entrepreneurship cultures, this appears particularly relevant
in the context of policy aimed at stimulating regional entrepreneurship.

Another lesson for policy is that historically rooted phenomenon like entrepre-
neurship cultures change in slow processes, which means that policy intended to
stimulate the level of entrepreneurship in a region has a difficult task. Short-term
policies are likely to be of little help in altering path-dependent development trajec-
tories of regions. The characteristics of entrepreneurship cultures provide arguments
for that entrepreneurship policies should be catalytic in nature and have long term
horizon. This gives further support for the idea of that the type of ‘framework condi-
tions’ imposed on fiscal policy in Sweden since the crisis in the beginning of the 1990s
may be suitable also for policies pertaining to innovation and entrepreneurship. This
idea has for example recently been launched by Braunerhjelm et al (2012). Empirical
evidence of entrepreneurship being significantly influenced by durable and slowly
changing cultural factors further strengthen the idea of long-term horizons and per-
sistence of policies intended to stimulate it.

With regard to the question which regions to aim for with start-up policies, we
argue in Andersson and Koster (2011) that there are in principle two basic contrasting
perspectives. On the one hand it could be argued that policy efforts should be con-
centrated to regions with already established entrepreneurial climate, as the effects
of a policy may be higher in these regions, e.g. more people willing to opt for starting
new businesses. On the other hand, one could argue that policy efforts should instead
be concentrated on the lagging regions as the leading regions will be fine anyway.

Policy aiming at a real influence on start-up activity and the long-term develop-
ment in these regions most likely need to be catalytic in nature, able to alter pertinent
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slowly changing features of the regions (cf. Andersson and Johansson 2012). Such
catalytic policy measures could, for example, comprise measures to increase the in-
migration of people with entrepreneurial skills and competencies through e.g. novel
housing policies or it may comprise of the establishment of new R&D centers with
supporting efforts to materialize the entrepreneurial opportunities they give rise
to. It could also focus on stressing entrepreneurial skills in education. Although the
specific policy measures may differ from region to region, the main implication is that
policy should focus on influencing the structural elements of a regional economy.
This in turn can then influence the entrepreneurial activity in the long run.

| have already emphasized that these processes of change are inherently slow and
that policy measures should have a long time horizon. Such policy strategies appear
to have higher potential than start-up policies that focus on small adjustments of the
conditions for starting new firms, e.g. start-up subsidies in lagging regions.
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By the end of 2012 the leading economies and strongest regions are still
searching for a way out of slow growth and recession. Conventional monetary
policies have been replaced by more unconventional measures such as
quantitative easing with uncertain long-time outcomes, and fiscal policies
are circumscribed due to either divergent political views (e g US fiscal cliff)
or demand for austerity measures (within the EU). Might entrepreneurship
provide a way out of this political dead end?

This question is addressed in The Swedish Economic Forum Report 2012.
New findings are presented as to how entrepreneurship influences, and
is influenced by, different phases of the business cycle and the level of
unemployment. The role and dynamics of entrepreneurial cultures and
norms, and how these interact with the business cycle, is also examined
through a detailed analysis on regional data for Germany and Sweden.
Finally, the report discusses how economic policy can benefit from these
new insights concerning the interconnection between entrepreneurship,
the business cycle, unemployment and entrepreneurial cultures.
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