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Supporting Economic Growth with Innovation-oriented
Entrepreneurship
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Abstract

This article aims to examine whether any caus#dti@ships exist among
different types of entrepreneurial activity and mamic growth. The theory and
some empirical evidence proved positive outcomesitoépreneurial activity, but
mixed evidence on the role of entrepreneurshigconemic growth. For the pur-
poses of empirical testing, a longitudinal analysis employed for 24 differently
developed countries to estimate the relationshigvéen different types of entre-
preneurial activity and GDP growth rate, controtjrfor the impact of countries’
developmental stage and time. The data were olotdnoen the Global Entrepre-
neurship Monitor database and complemented witla €f@m other international
sources. The results confirmed that entreprenepiattivity, especially innovation-
-oriented one, is correlated with economic grovatlt, this relationship is influenced
by the economy’s developmental stage as well apdmwific characteristics of cer-
tain years included in the analysis. Our resultdicate that governmental interven-
tions cannot be the same for all countries; rathibey have to be adjusted to the
specific developmental stage of the national ecoranmd type of entrepreneurship.

Keywords: entrepreneurial activity, economic growth, devehgmtal stage,
economic policy, longitudinal study

JEL Classification: L26, M13

Introduction

Entrepreneurship has been recognized as a compleExomenon involving
individuals, companies, and the environment in Whicoccurs (Wennekers and
Thurik, 1999); as a result, measuring and compagirigepreneurship on the inter-
national level and over time are challenging endees: In light of the increased
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globalization, entrepreneurship not only plays aenionportant role, but also
generates growth because, according to Caree amdkT{2003), it serves as
a vehicle for innovation and change and as a coriduknowledge spill-overs
which generate economic growth. As Audretsch (2@0B5) pointed out, entre-
preneurship is the missing link between investmantew knowledge and eco-
nomic growth, making it an important mechanism femeates the knowledge
filter, facilitating the spill-over of knowledgend ultimately generating economic
growth. Governments increasingly consider entregueship and innovativeness
as the cornerstones of a competitiveness of natemmaomies, because it can be
pursued in two ways (Rebernik and Br&d2011; van der Zwan et al., 2011):
(1) by engaging creative individuals in entreprersLactivities to create new
companies because it increases dynamism in thenaateconomy and (2) by
enabling established companies to achieve thewtgrand development.

Economic policy co-designs the business environmehich requires an
entire set of goal-oriented measures. The outcarhearious policies for entre-
preneurship have caused mixed results. In additienliterature reveals that the
fundamental and general question of how-and if-guvents are able to influence
entrepreneurial activity in a positive manner isffam resolved (Capelleras et al.,
2008, in Minniti, 2008, p. 780) and needs furth@p@&ical examination.

Therefore, when forming the relevant empiricatienice base for policymakers,
we should consider the multidimensional framewdrlemtrepreneurship and use
appropriate data sets that allow for a longitudic@hparison between different
groups of countries while contributing to the érigtknowledge base (Crnogaj,
2012). To provide additional insights into interdegence between entrepreneurship
and economic growth, particular types of entreprestep (e.g., innovation-oriented
entrepreneurship) at countries’ different developialestages should be analysed.

The main objective of this paper is to provideitiddal empirical evidence
on the role of entrepreneurship in economic growitis structured as follows.
First, the theoretical foundation on entreprendpréind its connection with
economic growth are explained and hypotheses desdldSecond, the method-
ology of the empirical examination is presented|uding the data and research
model development. Third, the results of the eropiranalysis are explained.
The article ends with conclusions and policy imgtians.

1. Theory Background and Hypothesis Development

Various studies have confirmed the positive ouesmf entrepreneurial ac-
tivity, leading national policymakers to becomereasingly aware of the impor-
tance of promoting innovation and entrepreneursghigh improving the business
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environment in order to confront economic, so@al] environmental challenges
(e.g., Hart, 2003; Lundstrom and Stevenson, 200%.not only the number of
entrepreneurs and the number of businesses thatrdeé economic prosperity,
but also the entrepreneurs who have both the dastiehe capacity to develop
their businesses and create jobs. In this wag,pbssible to develop foundations
for policymakers regarding entrepreneurship asr thetasures can either en-
courage or hinder entrepreneurship. These measarespply to individuals,
businesses, and national economies.

Government policies develop institutional struesufor entrepreneurial ac-
tion and, therefore, have the power to influendee@neneurial activity (Minniti,
2008, p. 781). The extent to which the governmehtntervene in the economy
depends on its perception of the existence of mdakeres and distortions and
on beliefs concerning the leeway to correct theseket failures (Audretsch,
Grilo and Thurik, 2007). Insights into the relasbip between entrepreneurship
and economic development across countries areftherespecially important
for policymakers. Hence, although it is importamstipport entrepreneurship, it
is even more important to encourage it on bothstigply and demand sides to
attain sustainable economic growth. Intentionatiffuencing the entrepreneur-
ship reality demands accurate knowledge of thisityeand the motives that
drive it; due to the influence of the policy on tfeemation of entrepreneurial
behaviour, the resulting outcome must be careftdlysidered and enhanced to
the greatest extent possible (Rebernik et al., OB importance of entrepre-
neurship is also seen by observing empirical rebeand projects implemented
by the World Bank (WB), the Organization for Econoi@ooperation and Devel-
opment (OECD), and the Global Entrepreneurship &ebeAssociation to mea-
sure business-formation processes across couffassand Szerb 2011, p. 2).
Such research demonstrates the importance of bjecsu

Our understanding of the specific role of entraptgship and its connections
with economic growth is limited by the various diig entrepreneurship
measures. Measures of entrepreneurship refle@reliff types of activities and,
thus, should be selected carefully (Desai, 2008g 3earch for indicators and
even the articulation of specific statistics hasdmee crucial in order to make
progress in the applied research as well as tgesnplement, and assess the
various measurements of public intervention (Cogade, 2008). We should
also consider the fact that entrepreneurship etshibfferent stages of develop-
ment among national economies.

Every country and geographic area has its ownufestthat define entrepre-
neurship. Understanding entrepreneurship in ongis @untry means comparing
it with others while being aware of the fact thatrepreneurship has different
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effects with regard to national economic developnpdrases (Rebernik, 2002).
Such an approach makes it possible to learn froenamother and, in an effort to
support entrepreneurship, implement those measuaefave proven to be effi-
cient in similar circumstances or developmentalsglsa When comparing the
development of economies on a global level, ituisable to classify the coun-
tries based on the economic theory of stages afldpment provided by Porter,
Sachs and McArthur (2002). Porter divided econoramrding to their devel-
opment stage measured by GDP per capita on fadterd efficiency-driven,
and innovation-driven economies. The economy isofadriven in the first de-
velopment stage, when it competes based on itg fesior capabilities-prima-
rily, unskilled labour and natural resources (WE®13, p. 10). In the efficiency-
-driven stage, a country has become more competitian in the factor-driven
stage, and the development of the economy is acaoieg by industrialization
and an increased reliance on economies of scath, large, capital-intensive
organizations being dominant. In the market, mdiieient production processes
and improved product quality are required. As depelent advances into the
innovation-driven stage, businesses become morelkdge intensive, and the
service sector expands. Wages and the standaindngf increase as well so that
businesses are able to sustain such developmettisAstage, companies must
compete by introducing and producing new and unigoeds using the most
advanced production processes and by innovating pregesses and products
(WEF, 2013; Tominc et al., 2015). Porter’s classifion of national economies
according to their achieved developmental stage avalsraced by the Global
Entrepreneurship Monitor (GEM) and included inte iasic research model
(Bosma et al., 2009). GEM is an extensive inteamai research project dedicat-
ed to understanding the relationship between emnepirship and national eco-
nomic development across a wide range of countries.

The variety in the development of national ecoresnfias brought about nu-
merous characteristics with regard to reachingsitets about entering an entre-
preneurship career, entrepreneurship developmedtc@mpetition among com-
panies in different environments. Equally importare the differences regarding
the necessary economic policy measures to be té&kéfarent stages of coun-
tries’ socio-economic development mean differeguiements; therefore, it is
impossible to give unified suggestions on how tooemage entrepreneurship in
particular (groups of) countries. In addition, ergal evidence from several
global studies, such as GEM, as well as measus a&sithe Global Entrepre-
neurship and Development Index proved that conmestexist between entre-
preneurship and economic growth and that the stigpoencourage positive
effects has to be adjusted to the developmentgk sté particular economies.
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According to previous empirical research examinémiyepreneurship at differ-
ent stages of economic development, entreprenguirshiifferent forms is posi-
tively correlated with economic growth, but thisatenship differs according to
the phase of economic development (e.g., Audregschl., 2002; Caree et al.,
2002; van Stel et al., 2005; Acs and Varga, 2008niekers et al., 2005; Acs and
Amoros, 2008; Wennekers et al., 2010; Stam ef@l ). Theoretical advances
and empirical research seem to support the viety haigher levels of devel-
opment, when institutions become stronger, moreraack entrepreneurial ac-
tivity is shifted towards innovative entreprenelpsthereby strengthening eco-
nomic development (Acemoglu and Johnson, 2005)il&iy other researchers
have shown that entrepreneurship unlocks econoevieldpment only if appro-
priate institutional backgrounds are in place (Balirh990; Boettke and Coyne,
2003; Powell, 2008, in Stam et al., 2011). As eiogirstudies examining the
relationship among different types of entreprengprsaand economic growth
often show mixed results, further research ontthpg is warranted. Despite this
growing interest in comparative research, the wtdading of these variations
in entrepreneurship at the country level remaingitéd (Grilo and Thurik,
2008). This is not surprising given the heteroggneharacterizing both the
kinds of entrepreneurship and the economic confaxtéich economic growth
takes place (Stam et al., 2011, p. 231).

Based on the literature review, it appears thahemic growth is affected by
entrepreneurial activity over time and that thextiehship varies according to
the developmental stage of the country. Thus, lberetical and empirical evi-
dence leads us to investigate the following hypsithe

H1: Early stage entrepreneurial activity is reldt¢éo economic growth, and
the correlation is influenced by the developmestagje and time period.

Within this context, entrepreneurship might be extpd to always be im-
portant as it ensures and enables development;veowies importance and in-
fluence differ according to the economy’s developtak stages. In such an
analysis, it is also important to consider spedifiaracteristics of certain years
included in the analysis and their impact on ecdnagrowth. In addition, eco-
nomic policy instruments have to be adapted toudtite a dynamic, innovative,
and growth-oriented entrepreneurship, which coatég the most to economic
development. As this type of entrepreneurship ipartant, it is necessary to
investigate both innovativeness and innovationniei@ companies, among other
factors. Innovation orientation is vital as it pides a framework through which
the company’s competitive potential and opportuiiéyn be exploited to com-
pete with other companies from different environtaenvhich is particularly
important when increasing business globalizatioolcbinbe (1998) argued that
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an entrepreneurial multiplier effect exists in #smse that entrepreneurship leads
to more entrepreneurial opportunities through iratmn. Innovative entrepre-
neurship is more likely to lead to a greater nundferalue-added jobs and more
wealth creation as innovative entrepreneurs perfesgdsnore compelled toward
growth by the opportunity of the venture and iteawativeness. In addition,
innovative companies appear to have higher groatdsr(Stevenson, 2002, p. 60).
It has been argued that entrepreneurship and itinavare linked to economic
growth (e.g., Galindo and Méndez-Picaz, 2013) andording to Drucker (1998),
create a feedback effect-namely, an economic gr@mbicess would also pro-
mote innovations, and the latter would encouragegepreneurship activity,
which leads us to the next hypothesis:

H2: Innovation-oriented entrepreneurship contrigito economic growth more
than entrepreneurship in general.

Innovation-oriented entrepreneurship is especiafiportant for economic
development due to its capability to provide netsjand contribute to meeting
customers’ needs as well as achieving competitsen@novation-oriented en-
trepreneurship is generally managed by educatedhightly competent individu-
als whose motivation is not making ends meet, bther taking advantage of
promising business opportunities. Therefore, theslleof innovation-oriented
entrepreneurship in a country is expected to beoeenelevant driver of eco-
nomic growth and will contribute more to it compar® entrepreneurship in
general.

2. Methodology
Data and Variables

The empirical analysis was conducted on panelfdata 24 countries partic-
ipating in the GEM project between 2006 and 202D (@bservations). The da-
tabase is constructed from the adult populationeguthat is annually adminis-
tered in countries participating in GEM.

For thetype of economyariable, we included countries for which data
for selected variables were available in all stddiears, allowing for a balan-
ced panel database and in line with the alreadytiored Porter, Sachs and
McArthur's (2002) typology of economies groupedoinesource-driven, effi-
ciency-driven, and innovation-driven. In our stuthnovation-driven economies
were represented by Belgium, Denmark, Finland, ¢eareece, Iceland, Italy,
Japan, Latvia, the Netherlands, Norway, Slovergajrs the United Kingdom, and
the United States. Efficiency-driven economies wegresented by Argentina,
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Brazil, Chile, Columbia, Croatia, Hungary, Peru,sBa, and Uruguay. Coun-
tries falling within the factor-driven economiesrmenot included in the research
as no sufficient time series exists for these awesmtNone of the included coun-
tries changed their developmental stage duringatiteysed time period (2006
to 2010).

For the entrepreneurial activity measure,ttitel early stage entrepreneurial
activity index(TEA) variable was used. It is one of the mainigatbrs intro-
duced by GEM and measures the percentage of adiiNiduals (18 to 64 years
old) who are in the process of starting a new wenar are already the own-
ers/managers of a business that is less than 4thmotd. The TEA index thus
shows the early stages of entrepreneurial actiwitych are particularly vulner-
able to factors in the environment that either enage entrepreneurship or ob-
struct it. GEM's concentration on individuals irestieof statistical company data
enables a detailed insight into the perceptionrafepreneurship by the adult
population, the national entrepreneurship profiteplvement of adults in entre-
preneurial activities, and aspirations of entreptes.

The TEA innovation-drivervariable is the total early stage entrepreneurial
activity index in countries that belong to innoeatidriven economies. THEEA
efficiency-drivenvariable refers to the total early stage entregueanl activity
index in countries that belong to efficiency-driveconomies.

To measure innovation-oriented entrepreneurstip, innovation-oriented
entrepreneurshif TEANPM) variable was used as a subset of totdy estage
entrepreneurial activity. Innovation-oriented eptemeurship (TEANPM) is de-
fined as the percentage of early stage entreprenburovation-oriented entre-
preneurs are those who consider their productreicgeto be new to the market
and, consequently, some or all potential buyerssalleunfamiliar with it; fur-
thermore, this product or service is only providkgda few or even no companies
on the market.

The GDP growthvariable was measured as real GDP, and the datatalen
from the World Economic Outlook database (Septer2béd).

Model Development

We developed two models that were empiricallyetgsising ordinary least
squares (OLS) regression. Given the cross-sectanthtime series nature of the
data developed for this study, the model was gifdrefined by controlling the
specific characteristics of a country’s developmkviel and time using the
stepwise least square dummy variable (LSDV) regrassodel (Gujarati 2004).
The LSDV regression is able to specify relationshiptween dependent and inde-
pendent variables in a more precise manner whilgraiting the development
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level of a country and time in our analysis. Ifiadividual country exceeds the
median of the GDP per capita created in a certaar,the value of the dummy
variable is 1 (innovation-driven countries); othemy it is 0 (efficiency-driven
countries). The model also included four dummyalalgs for the years 2007 to
2010. Each dummy variable for the particular yess & value of 1 for the obser-
vations (cases) that refer to that year and O wiker The base regression refers
to the year 2006.

In Model 1, the relationship between early stage pndreeurial activity and
economic growth is controlled for by the impactloé country’s developmental
stage and by the additional characteristics ohoeytears included in the analysis.

As advised by Stam et al. (2011), we performedrala regression using
a balanced panel data set based on the TEA index2006 to 2010t 2010).

GDP growth+4) - ¢4y = @1 + b1 TEA (- ) + C1 Type of economy
+ d1log (GDPpG - ¢4) + €1 GCli(c- () + f1 GDP growthe.yy— eop + (1)
+ gy Year 2007+ ... + g, Year 2010+ ¢

whereGDP growthis the dependent variable of tffeobservation, calculated as
the average growth rate of GDP (over a 5-year ggrias the index of observa-
tions (24 countries by 5 yeaiss 1, 2, ... 120)t is the index for the years%£ 1,

2, ... 5;t =1 for the year 2006, .t.= 5 for the year 2010gis a regression con-
stant; b throughg are regression coefficients of the variablEBA is the total
early stage entrepreneurial activity index of ithebservation, an@&DPpcis per
capita income. Following van Stel, Carree and Th(2005) and Stam et al.
(2011), we used (the log of) countries’ initial @imse level to correct for catch-up
effects andsClI (growth competitiveness index) to capture othéemeinants of
economic growth. To limit the potential impact efversed causality, we added
the lagged growth of GDP, which refers to the Sy¢uaior to the dependent vari-
able’s measurement period (average growth ratés/ears), as an additional con-
trol variable. We also included dummy variables éountries’ developmental
stages and time in years. This an error term of the regression.

In Model 2, we compared entrepreneurship effegpmately in innovation-
-driven and efficiency-driven economies. TEA rateflect different types of
entrepreneurship depending on the stage of ecordenlopment. To avoid the
possible negative impact of the empirical resudimdy strongly influenced by the
global economic crisis, we used a data set for @shitries from 2006 to 2007
(t =2007).

GDP grOWth,((Hl)—(t—l)) —a + blTEAefficiency drivein((t_(t_l)) +c; TEA‘nnovation drive?((t_(t_l))
+ QTEANPMmCienCy drivein((t_(t_l)) + CZTEANP,\mnovation drive?((t_(t_l)) (2)
+ dilog (GDPPG: - ay) *+ € GCli (- 2y + f1 GDP growthy) - e + i
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whereGDP growthis the dependent variable of tffeobservation, calculated as
the average growth rate of GDP (over a 2-year ggrias the index of observa-
tions (24 countries by 2 yeatis= 1, 2, ... 48)t is the index for the years £ 1
for the year 200&,= 2 for the year 20073 is a regression constattthroughf
are regression coefficients of the variablESA is the total early stage entrepre-
neurial activity index of thé" observationTEANPMis the early stage innova-
tion-oriented entrepreneurship of tH&observation; and@sDPpcis per capita
income. We used (the log of) countries’ initial @mae level to correct for catch-
-up effects andsCl to capture other determinants of economic growthlimit
the potential impact of reversed causality, we dddgged growth of GDP as an
additional control variable;is an error term of the regression.

3. Results

Table 1 presents the estimation results from Mdddlhe tests demonstrated
that per capita income had an expected negatieetefivhich is consistent with
the conditional convergence effect (Abramovitz, 898 Stam et al., 2011).
Moreover,GCI was significantly positive and the impact of lagggowth sig-
nificantly negative, which is likely due to the bl crisis that occurred between
the GDP’s lagged and expected growth. In the seowrdkel, TEAIs positive but
has no significant impact oBDP growth The addition of a lineafEA term
decreases the adjusted $0 we can assume, as van Stel, Carree and Thurik
(2005) do, that the link betwediEA rates andsDP growthis not linear. When
we addedTEANPMto the model TEA became non-significantly negative, but
the effect of innovation-oriented entrepreneursimpgGDP growthwas positive
at the 5% significance level.

When we included dummies for the type of natioeebnomy and time
(Model 1(4) in Table 1), the coefficienf was not statistically significant. There-
fore, we could not confirm the development levéiigpact onGDP growth
However, the regression coefficiemgsandgs (representing the specific charac-
teristics of the years 2008 and 2009) negativefectdd national economic
growth. Based on these results, we repeated thgseaith data referring to
the time period before the global economic crigie used 2006 and 2007 data,
with the economic growth dependent variable catedlas the average growth
rate of GDP (over a 2-year perio@CIl was not significant, which we assume is
a result of the shorter time series. The impadagded growth was significantly
positive, suggesting a considerable degree of geftendency. As the value of
the dummy variable for the type of national economnas statistically signifi-
cant, the constant of some countries increased.
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Table 1

Early Entrepreneurship Activity and Economic Growth, 2006 — 2010

(dependent variable: GDP growth)

Model 1(1) Model 1(2) Model 1(3) Model 1(4)
& 12.408 11.676 11.948 8.980
Constant (8.733%) (6.854) (7.126) (4.377)
by 0.027 —-0.004 0.050
TEA (0.783) (-0.111) (1.472)
G -0.692
Type of economy (-0.967)
Cs 0.030
TEANPM (2.279
d; -4.198 -3.983 —4.256 -3.040
log (BDPpc) (-9.755) (=7.798) (-8.255) (-3.768)
e 0.992 0.951 0.983 0.917
GClI (2.630) (2.494Y (2.623) (2.378)
f1 -0.220 -0.216 -0.222 -0.135
Lagged GDP growth (-3.393) (-3.321) (-3.465) (-1.714)
o -0.221
Year 2007 (-0.538)
o —-0.809
Year 2008 (-1.895)
O -1.011
Year 2009 (-2.415)
IR 0.283
Year 2010 (0.658)
R? 0.562 0.565 0.584 0.616
R? adjusted 0.551 0.549 0.565 0.584
F statistic 48.382 36.315 31.178 19.082
Number of observations 117 117 117 117

Note:t-values are in parentheség;< 0.10;”p < 0.05;°p < 0.01. Number of observations is smaller than 120
due to the elimination of those with outliers.

Source Authors calculation.

Thus, innovation-driven countries contributed lte 2-year average growth
rate, which could be the result of the countriggafic economic environment.
Therefore, we can assume that the relationship degtwentrepreneurship and
economic growth differs for countries at differedevelopmental stages. By
separatingl EA variables for different groups of countries, wa canfirm this
assumption (Table 2).

Entrepreneurship in generalHA) had a significantly positive impact on
economic growth in innovation-driven economies, ausignificantly negative
impact on economic growth in efficiency-driven econies. These results are
consistent with van Stel, Carree and Thurik's (30&8d Stam et al.’'s (2009)
findings. As indicated in Model 2(2) in Table 2, wientified the positive effects
of the innovation-oriented entrepreneurshifcANPM for both developed and
less developed countries, but the results werssigaificant. The more positive
effect of innovation-oriented entrepreneurship tleatrepreneurship in general
corresponded to the coefficientin Model 1(3) in Table 1.
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Table 2

Early Entrepreneurship Activity According to the Ty pe of Economy and Economic

Growth, 2006 — 2007 (dependent variable: GDP growjh

Model 2(1) Model 2(2)
a 18.836 10.027
Constant (3.4715 (2.782§
by -1.210
TEA efficiency-driven (-1.674)
(=] 1.929
TEA innovation-driven (2.279)
b, 0.001
TEANPM efficiency-driven (0.025)
C 0.034
TEANPM innovation-driven (0.583)
di -6.197 —2.988
log (BDPpc) (-3.329) (—2.2604
e 0.714 0.330
GCI (0.928) (0.413)
fi 0.559 0.522
Lagged BDP growth (4.469) (3.881)
R? 0.640 0.601
R? adjusted 0.597 0.554
F statistic 14.926 12.656
Number of observations 48 48

Note: t-values are in parenthesés < 0.10;” p < 0.05;°p < 0.01. Following van Stel, Carree and Thurik
(2005), we assume a constant equal for each @frthes of countries.

Source Authors calculation.

Hence, we can conclude that innovation-orientétepreneurship has a posi-
tive correlation with economic growth and contrgsitore to national econom-
ic growth than entrepreneurship in general. Using mrimary source data on
early stage entrepreneurial activity from the vasiGGEM surveys and based on
the results herein, we found support for hypothétkeand H2.

4. Conclusions and Policy Implications

This study has revealed that early stage entreprex activity, especially
innovation-oriented one, is correlated with ecormgriowth, but that relation-
ship is influenced by an economy’s developmentalestand specific characteris-
tics of certain years included in the analysigyémeral, the impact of early stage
entrepreneurial activity on economic growth wasitp@s in innovation-driven
economies but negative in efficiency-driven ecoresnindicating that the real
economic effect can be attributed to the decismfnsome people in developed
economies to become entrepreneurs. The resultéroenf our assumption that
involvement in entrepreneurial activity by itsetieb not equate to higher devel-
opment, as some other authors demonstrated (Caae 2002; Wennekers et
al., 2005). Our findings are in line with some prsbudies (van Stel, Carree and
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Thurik, 2005; Stam et al., 2009), which found theatrepreneurship (TEA) has
a stronger impact in high-income countries thaloiwincome countries, although
Stam et al., (2011) found an opposite pattern. Ading to GEM, less developed
countries show even higher levels of entreprenkadavity with the prevailing
low impact, necessity-driven type of entrepreneiptstvhose contribution to
economic development is smaller. In other wordspespeople are forced into
entrepreneurship out of necessity as there arehey options for employment;
meanwhile, others opt for entrepreneurship in otdeimprove their position.
Necessity entrepreneurship, even though it cortethto higher levels of entre-
preneurial activity in a given economy, does natessarily lead to economic
growth as well; entrepreneurs are self-employedndbpossess the required
development potential, and partake in activitieemhadded value is minimal.
Growth can be attributed primarily to highly motigd entrepreneurs who iden-
tify a promising business opportunity that allows fhe growth of a company
and opens new jobs. Apparently, it is not the gbaf entrepreneurship that
makes a decisive contribution to a nation’s ecowoamd social development,
but its quality.

Our findings also suggest that innovation-oriergatitepreneurship has a grea-
ter impact on economic growth than overall entrepugial activity. Therefore,
introducing new products, technologies, and knogéetlansfer into practice
remains a crucial task for economic policy. Thessults support Koellinger's
(2008) findings that entrepreneurs in highly depelib countries are significantly
more likely to engage in innovative start-ups. Wetion-driven entrepreneur-
ship is especially important for national prospedue to its capability to pro-
vide new jobs and contribute to meeting customeeg®ds and achieving com-
petitiveness. Innovation-driven entrepreneurshipnsnaged by educated and
highly competent individuals, whose motivation i@t making ends meet, but
instead taking advantage of promising business ryppities. Ways to arouse an
interest in entrepreneurship in such individualscaurse, differ substantially
from other types of entrepreneurship.

The environment is a significant factor influergiboth the emergence and
development of entrepreneurship; therefore, idgimiif policies leading to
appropriate levels of entrepreneurial activity arsignificant challenge (Bosma
et al. 2012, p. 35). Based on our results, polimuid focus on the level of tech-
nological development and product innovativenedacational level, and entre-
preneurial ambitions in order to introduce the 8saey dynamics and stability
into the economy. Irrespective of the economic bgweent stages, entrepre-
neurship always remains important. Fundamentalepreneurship conditions
that will attract foreign investments and allow #aeloitation of economies of
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scale should be developed for efficiency-drivenntoes. It is also necessary to
develop additional frameworks to encourage highaichppportunity-based entre-
preneurship. Designing and running such economnlicypshould rely on empiri-
cal evidence, including internationally comparat#sults, and be built on ap-
propriate models that represent a reliable framkviarpolicy-making debates.

The limitation of the current study is its lackdzta regarding various aspects
of entrepreneurship, such as different types afepnéneurship and the level of
total entrepreneurial activity, as well as its retibn on early stage entrepre-
neurial activity. Future research should take iat@ount new and established
businesses as well as other international comparabhsures of entrepreneurial
activity. Further analysis of entrepreneurship’spact on economic growth
should also incorporate multi-level analyses thatisaer the determinants of
entrepreneurship focused on the individual, compang country levels to ex-
plain entrepreneurial progress. In addition, theeaech framework could be
expanded by considering the indicators of sociabgpss, rather than maintain-
ing a narrow focus on GDP per capita to create rhofestic frameworks for
appropriate government policies.
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