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Abstract

The prevalence of individuals actively involved in business creation
among 75 countries varies from one in thirty (Japan, Belgium, France)
to one in three (Peru, Uganda). Predictive models reflecting five
national aspects — economic, structural, centralized control, popula-
tion potential for entrepreneurship, and cultural support — are able to

*The impetus for this analysis was participation in the Canadian sponsored International
Development Research Centre (IDRC) assessment of MENA region entrepreneurship man-
aged by the Cairo office and directed by Susan Joekes and Lois Stevenson. Earlier versions
of this assessment were presented at the GEM Research Conference at Imperial College
in London, UK on 01 October 2010, the International Council of Small Business-George
Washington University Global Entrepreneurship Research Conference on 15 October 2010,
and the launch of the IDRC GEM-MENA Regional Report: 2009 in Cairo Egypt on 5
December 2010. Helpful comments on earlier drafts were received from Heiko Bergmann
(U. St. Gallen, SW), Per Davidsson (Queensland U. Technology, AU), William J. Den-
nis (NFIB, Washington, DC, USA), Ferdinand Jaspers (Erasmus U., NL), and Tomasz
Mickiewicz (University College London, UK).
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account for 63% to 93% of the variation in 23 types of business creation.
The most important factors associated with the prevalence of business
creation are the capacity of the population to participate in business
start-ups, a high prevalence of small businesses, participation of women
in the labor force, the presence of informal investors, emphasis on tra-
ditional rather than secular-rational values, presence of young adults,
and income inequality. The use of log linear regression modeling to pre-
dict individual participation in 15 types of business creation explained
from 14% to 41% of the variance. Personal attributes, national cul-
tural and social norms, and personal context were much more likely to
be associated with individual participation in business creation than
characteristics of the national economy, economic structure, popula-
tion readiness for business creation or centralized control of economic
activity. The primary policy implication is that efforts to directly pre-
pare individuals for business creation are more likely to have an impact
compared to adjustments in regulatory procedures or legal standards.
The assessment demonstrates the considerable value from harmonized
cross national data on business creation and national attributes. There
remains, however, substantial opportunity for improving understanding
of the entrepreneurial process.
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1

Introduction

New firm creation is one of the most important facets of modern
economic life. The emergence of new ventures is central to economic
adaptation and change and a major factor associated with increases
in sector productivity. In addition, hundreds of millions pursue new
firm creation as a serious career option. Knowing more about countries
with different levels of firm creation, and the context and specific char-
acteristics of those active in firm creation, is of considerable scientific,
practical and policy interest.

Higher levels of firm creation in cities, regions, or countries are
associated with economic growth; it is rare to have economic growth
without business creationE One conception of economic development
suggests that as countries become more economically sophisticated and
complex the emphasis shifts from producing commodities for export
to production efficiencies and, eventually, to an emphasis on innova-
tion and service activitiesP] New firms are central to the mechanisms

UWennekers and Thurik| (1999); [Van Stel (2005).

2 One recent assessment has classified countries into five development stages, from an empha-
sis on commodities, a transition to emphasis on efficiency, an emphasis on efficiency, a
transition to an emphasis on innovation and service, and an emphasis on innovation and
service (Schwab and Sala-i-Martin}, 2010)).
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2 Introduction

underlying the structural changes required as economies adapt and
grow, reflecting the emergence of new industries producing new prod-
ucts with new production technologies. There is no question that firm
creation is a central feature of national economic development.

But it is now clear that the pursuit of business creation, even in the
form of self-employment, is an important career choice for hundreds of
millions. In many developing countries it is a career option that may
lead to better societal outcomes compared to criminal enterprises such
as systematic piracy or kidnapping, or anarchistic terrorism and politi-
cal violence. Responsible business creation, even replication of existing
activity, can provide substantial benefits to society.

Despite centuries of attention to and interest in entrepreneurship,
only in the last several decades has it been possible to develop precise
assessments of the scope and impact of business creation. The first com-
prehensive assessment indicating the significant contribution of new and
small firms to job creation was initially published in 1979E|ab0ut 30 years
ago; it required substantial reorganization and redeployment of existing
business registries. In the past decade, procedures for identifying repre-
sentative samples of those active in business creation have been developed
and implemented in over 75 countries. This research program, known as
the Global Entrepreneurship Monitor (GEM) initiative, has developed
systematic information on both the national level of firm creation and the
nature of individuals actively involved in the process.

The following takes advantage of this information to explore several
related issues:

e What national characteristics are associated with differences
in the prevalence of business creation?

o Which factors are more highly associated with individual
participation in business creation, national characteristics or
personal attributes and local context?

® Which of seven types of influences representing national char-
acteristics, local context, and personal attributes has the
greatest association with individual participation in business
creation?

3Birch| (1979 /1981)).
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3

There is a general consistency in the results of all three analyses. The
association of personal and contextual factors with business creation is
much greater than national characteristics.

The analysis of data from 75 countries is weighted to represent
the global population of 3.2 billion individuals eligible to participate in
business creation. In addition, the assessment develops predictive mod-
els for a wide range of business creation activities. The results have very
broad applicationﬁ Two sets of linear additive models are developed
that are relatively successful in predicting, first, national variation in
the prevalence of business creation, and, second, individual participa-
tion in business creation. As all data represents the same time period,
causal inferences are problematic, but there is strong evidence of asso-
ciations between some national, local context, and individual attributes
and business creation. Countries in ten world regions are characterized
in terms of the features most highly associated with business creation.
Implications for policy interventions and future research conclude the
discussion.

4Wennekers| (2006) pursued a similar goal, with multiple measures of entrepreneurship.
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