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Abstract

The Comparison of the Global Entrepreneurship Monitor (GEM) and

the Global Entrepreneurship and Development (GEDI) Index Method-

ologies has four aims: (1) to provide a comprehensive comparison of the

GEM and GEDI approaches by using both methods side by side to ana-

lyze entrepreneurship development; (2) to offer the GEM community a

useful example on how the GEM and the GEDI methodologies can be

successfully combined to allow for a more in-depth country analysis of

entrepreneurial performance; (3) to provide a comprehensive summary

of Hungary’s entrepreneurial performance from 2006 to 2010; and (4) to

demonstrate the policy applications of the GEDI Index.
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and Péter Dietrich) 55

4.1 The Role of Institutions and the Institutional Variables

in the GEM and the GEDI Framework 56

4.2 Entrepreneurial Attitudes: Institutional Aspects 60

4.3 Entrepreneurial Activity: Institutional Factors 68

4.4 Entrepreneurial Aspirations: Institutional Factors 74

4.5 Summary 79

5 Entrepreneurship in Hungary in 2006–2010 85

5.1 Small Business and Entrepreneurship in Hungary 86

5.2 Hungary’s Overall Entrepreneurial Position:

GEDI Index Scores and Rankings 93

5.3 Hungary’s Entrepreneurial Performance at the

Pillar and Variable Levels 99

5.4 Entrepreneurship Policy Recommendations for Hungary 110

5.5 GEDI and Hungarian SME Policy Initiatives Compared 115

5.6 Summary 118

Acknowledgments 123

Appendices: GEM and GEDI Index Description

of the Applied Pillars and Variables 125

References 135

Full text available at: http://dx.doi.org/10.1561/0300000046



1

Introduction1

In 2008, Zoltan J. Acs and László Szerb, both members of the Global

Entrepreneurship Monitor’s (GEM) Hungary team, began to work on

a new research initiative focused on creating a policy tool based on

GEM data. This initial attempt has turned into a growing research

project now called the Global Entrepreneurship and Development

Index (GEDI). While both GEM and GEDI share the same framework

and theoretical basis, many GEM team members and researchers often

view GEM and GEDI as completely different, and at times, competing

and mutually exclusive approaches. We believe that the GEDI approach

is an especially useful addition for GEM reports since it includes a

policy development focus which has been traditionally missing from

GEM-based analyses.

This GEM–GEDI Hungary analysis has four aims. The first aim

of this report is to provide a comprehensive comparison of the GEM

and GEDI approaches by using both methods side by side to analyze

entrepreneurship development in Hungary from 2006 to 2010. The

1Disclaimer: The following analysis, statements, interpretations and conclusions represented
in this study are those of the authors. They do not necessary reflect the view of any of the

Hungarian or foreign institutions, and ministries supporting the GEM Hungary research,
OTKA, the GERA Board, or any of the GEM national teams.

1
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2 Introduction

second aim of this report is to offer the GEM community a useful

example on how the GEM and the GEDI methodologies can be suc-

cessfully combined to allow for a more in-depth country analysis of

entrepreneurial performance.

In this report, our analysis focuses on Hungary. Hungary joined

the Global Entrepreneurship Monitor (GEM) research community in

2001. Since then, Hungary has participated annually in the GEM survey

(except for one missed year in 2003). Initially, Hungary produced exec-

utive reports on an annual basis (Acs et al., 2002, 2004). In 2005,

a detailed summary for Hungary was compiled based on GEM data

(Szerb, 2005). Though no formal report was produced, a conference

paper was written based on GEM Hungary data for 2006 (Szerb, 2006),

and for 2008 (Szerb and Acs, 2010). The third aim of this study is

to fill this gap by providing a comprehensive summary of Hungary’s

entrepreneurial performance from 2006 to 2010. This is also an inter-

esting period to compare since the first three years capture precrisis

Hungary, while the last two years show Hungary during and after the

global economic crisis.

The fourth aim of this report is to demonstrate the policy appli-

cations of the GEDI Index. While GEDI is not a magic silver bul-

let for solving all of a country’s problems, it is a particularly useful

tool for policy-oriented analysis. First, it makes possible to determine

the overall entrepreneurial performance of a country. GEDI is the first

complex, systems-based, comprehensive measure of entrepreneurship

based on three subindexes, fourteen pillars, and twenty-eight variables.

Secondly, a country’s entrepreneurial performance can be compared to

other countries and country groups as well as viewed over time. In this

study, Hungary’s GEDI score and the three subindexes will be exam-

ined in relation to its development, to all the other 78 countries partic-

ipating in the GEDI, and specifically to three-country groups for two

time periods. Thirdly, the pillar and variable-level analysis provide an

in-depth detailed view of the entrepreneurial strengths and weaknesses

for a particular country. Further, it is possible to pinpoint performance

based on either the individual or the institutional component of a par-

ticular pillar. In the case of Hungary, the weak entrepreneurial perfor-

mance is associated mainly with the shortcomings of specific individual

Full text available at: http://dx.doi.org/10.1561/0300000046



3

variables. Fourthly, unlike other research projects that provide rather

general and uniform policy suggestions, GEDI offers individual country

level, tailor-made policy recommendations. Based on the principle of

the weakest link, we are presenting an optimal policy mix for Hungary

involving the eight weakest performing pillars. Fifthly, GEDI makes

is possible to calculate how additional efforts should be distributed in

order to provide the greatest increase to entrepreneurship performance.

For Hungary, variables in eight pillars need to be improved in order to

attain a 0.1 increase in the GEDI score resulting in a ranking for Hun-

gary on par with the Czech Republic (24th place).

Our initial intention was to write a simple GEM report incorpo-

rating the GEDI approach. However, we soon realized that it was also

important not only to present but also to compare the GEM and GEDI

approaches since no such comparison currently exists. Furthermore,

we also thought it important to include an example of a GEDI-based

country analysis and policy recommendations. This has resulted in a

rather technical and descriptive report that is over 100 pages long and

took over 10 months to compile, a document that resembles a mono-

graph more than a usual GEM report.

This report study is structured as follows: Section 2 lays down the

theoretical basis of the analysis covering relevant definitions, concepts,

and measures of entrepreneurship. This section also presents a compar-

ative view of the GEM and GEDI methodologies, aims, strengths and

limitations for entrepreneurship policy development. While GEM and

its major indicator, the Total Entrepreneurial Activity (TEA) index

help explain short-term economic growth, GEDI focuses on the connec-

tion between entrepreneurship and long-term economic development.

Section 3 provides an in-depth presentation of the individual

aspects of entrepreneurship based on three entrepreneurial aspects:

Entrepreneurial Attitudes, Entrepreneurial Activities, and Entrepre-

neurial Aspirations. It compares and analyzes the measures used by

GEM and GEDI and applies them to Hungary and the three com-

parison country groups (Transitional countries, CEE countries, and

European Innovation Leader countries) for 2006–2010. Altogether 21

variables are described: seven for Entrepreneurial Attitudes, nine for

Entrepreneurial Activity, and five for Entrepreneurial Aspirations.

Full text available at: http://dx.doi.org/10.1561/0300000046



4 Introduction

Section 4 follows the same structure as Section 3 and focuses on

institutional measures for entrepreneurship. In this case we analyze

32 institutional variables, 11 for Entrepreneurial Attitudes, 11 for

Entrepreneurial Activity, and 10 for Entrepreneurial Aspirations. In

both Section 3 and 4, we distinguish between the results according

to the 2006–2008 (precrisis) and the 2009–2010 (crisis and postcrisis)

periods.

Finally, Section 5 focuses on providing specific policy recommenda-

tions for Hungary. The policy suggestions are based on an analysis of

the individual and the institutional variables presented in Sections 3

and 4, and applying the Penalty for Bottleneck (PFB) and Overall

Bottleneck Measure (OBM) methodologies. We classify Hungary’s 14

GEDI pillars into four categories in terms of top policy priority, which

denote Hungary’s main bottlenecks, high policy priority, medium pol-

icy priority and low policy priority. We also provide an optimal policy

mix for Hungary that includes the improvement of the eight worst per-

forming pillars to reach a 0.1 increase in the GEDI index value. GEDI’s

findings are then compared to two major documents representing Hun-

gary’s entrepreneurship policy aims in 2007 and in 2010.

Full text available at: http://dx.doi.org/10.1561/0300000046
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Kisvállalkozások finansźırozása (Financing small businesses), Perfekt
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gram, Műhelytanulmányk IV. http://hetfa.hu/wp-content/uploads/

HMT04 Csite Major Azallamesavallalkozasokkapcsolatanaknehany

jellegzetessegeMagyarorszagonISBN.pdf (accessed February 26,

2012).

Full text available at: http://dx.doi.org/10.1561/0300000046



138 References

Dallago, B. (2011), ‘SME policy and competitiveness in Hungary’.

International Journal of Entrepreneurship and Small Business 13(3),

271–292.

Davidsson, P. (2004), Researching Entrepreneurship. New York:

Springer.

De Clercq, D., H. J. Sapienza, and H. Crijns (2005), ‘The international-

ization of small and medium firms’. Small Business Economics 24(4),

409–419.

Dess, G. G., S. Newport, and A. A. Rasheed (1993), ‘Configuration

research in strategic management: Key issues and suggestions’. Jour-

nal of Management 19(4), 775–796.

Djankov, S. and P. Murrell (2002), ‘Enterprise restructuring in tran-

sition: A quantitative survey’. Journal of Economic Literature 40,

739–92.

EBRD (2011). Transition report 2011, Crisis and transition: The

people’s perspective, European Bank for Restructuring and

Development, http://www.ebrd.com/pages/research/publications/

flagships/transition.shtml (Accessed at 27 February).

Eurostat (2012), ‘Small and Medium Sized Enterprises Statistics’.

http://epp.eurostat.ec.europa.eu/portal/page/portal/european

business/special sbs topics/small medium sized enterprises SMEs

(accessed at February 27 2012).

Gallup (2009), ‘Entrepreneurship in the EU and beyond: A survey in

the EU, EFTA countries, Croatia, Turkey, the US, Japan, South

Korea, and China’. In: F. Eurobarometer (ed.): Flash EB Series.

European Commission, Brussels, p. 201.

Gartner, W. B. (1989), ‘Some suggestions for research on

entrepreneurial traits and characteristics’. Entrepreneurship Theory

and Practice 14(1), 27–38.

Gartner, W. B. (1990), ‘What are we talking about when we talk about

Entrepreneurship?’. Journal of Business Venturing 5(1), 15–28.

Godin, K., J. Clemens, and N. Veldhuis (2008), ‘Measuring

entrepreneurship conceptual frameworks and empirical indicators’.

Studies in Entrepreneurship Markets 7, June Fraser Institute.

Goldratt, E. M. (1994), The Goal: A Process of Ongoing Improvement.

Great Barrington, MA: North River Press, 2nd edition.

Full text available at: http://dx.doi.org/10.1561/0300000046



References 139

Gompers, P. and J. Lerner (2004), The Venture Capital Cycle. Cam-

bridge, MA: MIT Press.

Guiso, L., P. Sapienza, and L. Zingales (2006), ‘Does Culture Affect

Economic Outcomes?’. CEPR Discussion Paper No. 5505. Available

at SSRN: http://ssrn.com/abstract=905320 http://home.cerge-ei.

cz/tkonecny/Teaching/TransitionVSE/Entre.pdf (accessed February

25, 2012).
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Társaság, Budapest 303–326 old. August 31–September 2 2006.

Szerb, L. and Z. J. Acs (2010), ‘Vállalkozási tevékenység a világban
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