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Abstract

Entrepreneurship is one of the key factors in the process of economic growth of
countries and is essential for the stability of economic growth in today's dynamic
world. Therefore, the development of entrepreneurial activities is a necessity for
developing and developed countries. However, patterns of entrepreneurial
activity are unevenly distributed. While some regions have seen extraordinary
growth in entrepreneurial activity, others have shown a decline in productive
entrepreneurial activity. In this regard, the main purpose of this article is to study
the short- and long-term effects of macroeconomic variables (tax rate,
unemployment rate, inflation rate, foreign investment, access to funds, start-up
costs) on entrepreneurship in a group of efficiency-driven countries (30
countries including Iran) and innovation-driven countries (28 countries) using
panel data technic and generalized method of moments (GMM) during 2018-2010.
The results show the negative effects of tax rates, foreign investment, inflation
and business start-up costs, as well as the positive effects of unemployment and
access to financing on entrepreneurial activities in efficiency-driven countries in
short- and long-term. The results also show the negative effects of tax rates,
unemployment rates and business start-up costs, and positive effects of inflation
and access to financing, and the lack of foreign investment in innovative
countries in short- and long-term. In addition, due to the macroeconomic
stability of selected countries, the impact of these factors is more pronounced in
efficiency-oriented countries than in innovation-oriented countries.
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1. Introduction

Entrepreneur activity is regarded by many
researchers as one of the key factors of
economic development and growth
(Kozubikova et al., 2017; Virglerova et al.,
2017). At the same time, patterns of
entrepreneurial activity are unevenly
distributed. While some regions have seen
extraordinary growth in entrepreneurial
activity, others have shown a decline in
productive  entrepreneurial  activity.
Therefore, the development of
entrepreneurial activities is a necessity for
developing and developed countries.

In this regard, the main purpose of this
article is to study the short- and long-term
effects of macroeconomic variables (tax
rate, unemployment rate, inflation rate,

driven countries (28 countries) using panel
data technic and generalized method of
moments (GMM) during 2018-2010.

2. Research Methodology
In this study, the Generalized Method

of Moment (GMM) estimator is used to
model the dynamic panel data, in which
the influence of the country/region and
the possible endogeneity of explanatory
variables and measurement errors are
controlled. The dynamic panel model
allows instrumental variables (internal
instruments) to be used for all explanatory
variables, so more accurate estimates will
be obtained.

Based on the theoretical basis and
empirical researches such as Komijani et
al. (2012); Dvoulety (2017) and Bras &
Soukiazis (2018), the research model is as

foreign investment, access to funds, start- follows:
up costs) on entrepreneurship in a group
of efficiency-driven countries (30
countries including Iran) and innovation-
LnTEA; = Bo + BiLnTEA(=1);; + BoLnTAX;; + B3 LnUNEM;; + BoLnINF;, + BsLnFDI;, 1)

Where, the dependent variable (TEA) is
regarded as the total amount of
entrepreneurial activity in the selected
country. The main advantage of using the
GEM Entrepreneurship Index as a
measure of entrepreneurship is the ability
to compare entrepreneurship between
different periods and different countries
(Honarsson  and  Sanandaji, 2014).
Explanatory variables include tax rate

(TAXi), unemployment rate (UNEMz),
inflation rate (INFy), foreign direct
investment (FDIy), financing channels
(DCPBi) and business start-up costs
(CBPx).

3. Research Findings
This paper tests the impact of six major
macroeconomic indicators on

entrepreneurial activities in 28 selected
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innovative countries and 30 efficient
countries. The results show the negative
effects of tax rates, foreign investment,
inflation and business start-up costs, as
well as the effects of
unemployment and access to financing on
entrepreneurial activities in efficiency-
driven countries in short- and long-term.
The results also show the negative effects
of tax rates, unemployment rates and
business start-up costs, and positive
effects of inflation and access to financing,
and the lack of foreign investment in
innovative countries in short- and long-
term. Moreover, these indicators have a
greater impact on the increase in
entrepreneurial activity in efficiency-
oriented countries than in innovation-
oriented countries.

positive

4. Conclusion
Considering  the
entrepreneurial  enterprises as an
important part of the economic system
and their significant share of value-added,
job  creation, capacity and
innovation in different countries including
Iran, it is suggested that:

importance of

export

1. It is recommended that the
implementation of measures to
stabilize the macro economy and
reduce uncertainty should be a

priority for policy makers.

2. Since Iran is one of the efficiency-
oriented countries, for these
countries, increasing the tax rate
and inflation rate will greatly
reduce  entrepreneurship, so

policymakers should implement
tax, monetary and fiscal policies.

3. Considering the importance of
obtaining financing for the
development and startup of start-
ups in developing countries, and
the fact that traditional financial
institutions can accept high risks
and provide financing for start-ups.

4. Taking into account the impact of
venture capital on the financing of
entrepreneurial opportunities, it is

recommended that the
government provide assistance by
providing venture capital

incentives and  entrepreneurs
across the country to obtain
venture capital equally.

5. Improving the business
environment (reducing the cost of
entrepreneurship) is a variable that
affects entrepreneurial
opportunities to develop and
create new businesses, and should
be regarded as one of the main
policy priorities in the employment

field.
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