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1. [bookmark: Contents][bookmark: _Toc513211495]Executive Summary 

The aim of this report was to identify the relationship between government policy and entrepreneurial theory. The objectives of this report were to analyse entrepreneurial policies and strategies of international governments. Background information for this report was gathered from academic textbooks, journals, the Global Entrepreneurship Monitor (GEM) and the World Economic Forum (WEF) websites. The report found that government policy can determine the environment in which entrepreneurial decisions are made internationally, but that there is no definitive answer as to whether government policy/strategy has a positive effect on how entrepreneurial decisions are made (in line with entrepreneurship theory). The Recommendations chapter of this report advises governments that they must continue to research, understand and embrace entrepreneurship theory if they are to have a positive effect on how entrepreneurial decisions are made.  

2. [bookmark: Terms][bookmark: _Toc513211496]Introduction
Since the turn of the century, International governments have become increasingly aware of entrepreneurship and have implemented policies and strategies aimed at encouraging entrepreneurship globally (Minniti, 2005).
As entrepreneurship is an important driver for growth, the Main Findings section of this report will look firstly at the traits associated with entrepreneurship before going on to compare government policy in 5 contrasting global locations. The report then provides a PETL (Political/Economic; Technological; Legal) analysis of government policy and reviews factor-driven and innovation-driven economies, before concluding by looking at how government strategy can determine the entrepreneurial decision. 
 



3. [bookmark: Procedure][bookmark: _Toc513211497][bookmark: Materials]Main Findings                                                    
[bookmark: _Toc513211498]3.1 Entrepreneurship 

[bookmark: _Hlk513108102]Whilst there is still debate as to its exact definition, Entrepreneurship is generally seen as the pursuit of opportunity with regard to resources currently controlled (Stevenson & Jarillo, 2007). According to Oakley (Gee & Hamwell, 2014), an entrepreneur sees an opportunity which others do not fully recognise to meet an unsatisfied demand or to radically improve the performance of an existing business. Entrepreneurs are seen as having unquestionable self-belief and make opportunities real through hard work, commitment and the adaptability to learn the lessons of the market along the way (Gee & Hamwell, 2014).  
International Entrepreneurship is seen as the process of an entrepreneur conducting business activities across national boundaries. The activities necessary for ascertaining and satisfying the needs and wants of target consumers take place in more than one country (Oviatt & McDougal, 2005). 
3.2 [bookmark: _Toc513211499] Entrepreneurial Traits 

In Entrepreneurial Theory, there is a long tradition of trying to identify the personality traits of an entrepreneur through economic theory. Schumpeter (2017) highlights the role entrepreneurship plays in being an agent of change and an extension of innovation. Kirzner (2015) argues that the main contribution of entrepreneurship to economic growth consists in it playing the role of “knowledge facilitator”, enabling the recognition of an opportunity.
Economic theories of entrepreneurship tend to receive significant criticism for failing to recognise that entrepreneurship is strongly linked to certain personality types that are motivated by achievement over other factors (McClelland, 1987). A different perspective on the motivation for achievement also highlights what Rotter (Mueller & Thomas, 2001) described as the ‘locus of control’. The ‘locus of control’ is the entrepreneur’s belief that entrepreneurial success is wholly dependent on them and not dependent on support from others.
Whilst the ‘nature over nurture’ model of entrepreneurial motivation suggests that entrepreneurs are born and cannot be created, Drucker (2014) argues that entrepreneurship can be learnt and is therefore not a personality trait. Aldrich (1999) comments that research on personal traits of entrepreneurs seems to have reached a ‘dead end’.
3.3 [bookmark: _Toc513211500] Government policy alongside the entrepreneurial theory 

Baumol et al (2007) argue that government policy and strategy have the ultimate effect on entrepreneurship in the economy through the distribution of entrepreneurial resources. Entrepreneurship policies and strategies present a considerable test for governments as their effectiveness depends on establishing a balance between market concentration and productivity performance (Baumol et al, 2007). 
Sheshinski et al (2007) contend that the number of entrepreneurs within a country changes very little over time and that entrepreneurship is a characteristic of human action that can be found anywhere and at any point.
To have a chance of success, government entrepreneurship policies and strategies must be tailored to the needs of individual countries (Wagner & Sternberg, 2004). Government policy and strategy need to take into account existing resources, networks and market capabilities of factor-driven, efficiency-driven and innovation-driven countries (Furman et al, 2002).
[bookmark: _Toc513211501]3.4 Government policy in 5 contrasting global locations
[bookmark: _Toc513211502]3.4.1 Bolivia

Bolivia (Latin America & Caribbean) 
Bolivia has a factor-driven economy where it competes primarily on the use of unskilled labour, natural resources and the basis of price, as it buys and sells basic products and commodities (GEM, 2014)     
[bookmark: _Hlk513166216]Bolivia currently has a high rate of entrepreneurship within the country. This is evidenced by it ranking 6th in total early-stage entrepreneurial activity (TEA) on the GEM Monitoring Report 2016.
Whilst Bolivia’s entrepreneurs are motivated by necessity, the majority of its entrepreneurial population are university educated and financially secure. For entrepreneurship to prosper in Bolivia, there may need to be a concerted effort by the Bolivian government to develop policies and strategies that foster initiatives for those poorer members of the community (Hisrich, 2015). The Bolivian government is trying to address this problem by promoting entrepreneurship via its annual La Paz Municipal Start-Up Incubator which provides a physical base and access to training at no cost (GEM, 2014)
Though Bolivia is a world-leader in micro-finance, the majority of early-stage entrepreneurial activity within the country is financed through individual’s personal savings. Whilst this is partly due to the small amount of investment required to start a basic business in Bolivia, it is also, in part, due to government stipulated regulations and banking bureaucracy (Financial Times, 2012)
[bookmark: _Toc499237349]The Bolivian government needs to remove the restraints to business in order to see the creation of new enterprises within the country. Improving the overall economic and social balance of the economy may make start-ups initiatives less risky and more viable (Hisrich, 2015).                                   
[bookmark: _Toc513211503]3.4.2 Egypt

Egypt (Africa)
Egypt is an efficiency-driven economy and its growth is based on the development of more efficient production processes and increased product quality (GEM, 2015).  
Egypt currently has a TEA rate of 7% compared to the global average of 13%. Egypt has conventionally had a workforce that is highly dependent on traditional, non-entrepreneurial forms of employment. Funding for traditional Egyptian start-ups is still hard to obtain from government and high levels of government bureaucracy still restrict these forms of enterprise (WEF, 2016). 
Over the past decade, the Egyptian government has, however, taken a new, more pro-active role, partnering with private sector businesses to boost growing high - technology start-ups. The government has established training programs, financing opportunities and technical support to encourage entrepreneurship within this sector and made changes to reduce the number of rules and regulations required to open bank accounts (World Bank, 2015)  

Egypt now has a young, technologically minded population involved in entrepreneurship and the region is currently experiencing strong growth in mobile and internet-based industries (GEM, 2014) 

Despite its progressive nature in recent years, the promotion of entrepreneurship within the Egyptian economy could still be improved. Government is working closely with the United States to stimulate future opportunities for growth and innovation (GEM, 2014).       
[bookmark: _Toc513211504]3.4.3 United States of America – United Kingdom -  South Korea 

The United States of America (USA), the United Kingdom (UK) and South Korea are all innovation-driven economies and compete by producing and delivering new and different products and services (using the most sophisticated processes) (Roper, 2012).

USA (North America)
After experiencing a marked decline in 2009/10 in the wake of the 2008 recession, entrepreneurship is climbing again in the United States. In 2014, the percentage of adults involved in new and early stage start-ups reached the highest rate (13%) since 1998. American entrepreneurs are also highly likely to create jobs for others and introduce innovative products and services into the economy. These statistics reflect the value of government policies that promote entrepreneurship in the United States (GEM,2014).   
The United States of America has long been established as the number one country in the world for the development of entrepreneurs and has even been renamed the United States of Entrepreneurs by some academics (Economist, 2009). The USA scores 10 out of 10 on the Index for Connectivity and Ease of Access to Capital (GEM,2016).
In 2016, the US government crafted new rules making it easier for ordinary citizens to invest in companies via crowdfunding initiatives. Investors who make up to $100,000 per year can invest $2,000 or 5% of their annual income, while investors making over $100,000 per year can invest up to 10% of their annual income (WEF, 2016).    
Whilst crowdfunding is seen by many as the ‘next big thing’ in entrepreneurship, some financial experts do not forecast growth for crowdfunding for many years to come, partly due to strict government regulatory costs meaning citizens sometimes have to wait months for their money. 
As a leading hub of innovation, the USA is able to boast Silicon Valley, Facebook and Google as just some of the enterprises that have been supported by US government. The government also funds classes for schoolchildren to teach them from an early age about innovation, challenging the status quo, and thinking ‘outside’ the box (Entrepreneurial Education, 2016)   
As the ‘Land of the Free’, the US government has, until recently, welcomed entrepreneurs from all corners of the globe to the country on the basis that foreign entrepreneurs can bring new skills and initiatives to their country. However, since the induction of the Donald Trump government, entry into the United States for non-residents has made become much more difficult with the introduction of extra nationality, visa and passport checks (The Guardian, 2018).     

South Korea (Asia & Oceania)
Since 2013, the South Korean government's initiatives on entrepreneurship have seen billions invested in funding. The South Korean government has set up a $9 billion-dollar venture fund as part of a support package for founding start-ups that will be rolled-out over the next 3 years in an attempt to source new growth and reform job creation (Asia Nikkei, 2017). 
The South Korean government has been proactive in establishing ‘free economic zones’ which provide additional financial incentives and tax benefits to foreigner investors thinking of starting an entrepreneurial venture in the country. In general, South Korea requires the business, or the foreign investor, to be located within the ‘free economic zone’ in order to receive the benefits (Economist, 2015).
South Korean start-ups and small businesses are currently being offered tax incentives, subsidised loans and grants. The government grant is ‘Trickle Down’ economics in action. With the creative economy initiative, the South Korean government created a fund that ‘trickles’ down to each layer of the government hierarchy (Tech in Asia, 2016). 
South Korean governmental policy on entrepreneurship is to cultivate new growth business in response to global economic pressure from such emerging economies as China. The South Korean government has focused on entrepreneurial start-ups to address the current issue of high unemployment (Tech in Asia, 2016).
Despite South Korea’s embrace of technology and its citizens’ incredible work ethic, South Koreans are still predominately conservative in their opinion of entrepreneurship and risk. The idea of leaving a highly paid corporate job at one of South Korea’s three conglomerates for a start-up goes completely against the country’s traditional definition of success.   

United Kingdom (UK) (Europe)
Research in 2011 shows that the UK economy misses out on more than 1.2 million new enterprises by failing to ‘tap into’ the potential of women entrepreneurs. A study by the Royal Bank of Scotland found that only 3% of women follow their dream of becoming an entrepreneur. The study also found that 900,000 businesses would be created if the UK achieved the same level of female entrepreneurship as its US counterparts (Small Business, 2017).  
The UK government has recently launched The Strategic Framework for Women’s Enterprise to provide business support and information for women. The government also allocates £13 million annually to the SWAN initiative, launched to encourage and recognise commitment to advancing the careers of women in science and technology (Small Business, 2017). 
With a Gross Domestic Product (GDP) Per Capita of $43,711 (WEF, 2016) the United Kingdom (UK) is one of the world’s richest countries. In 2017, a record 660,000 companies were established in the UK, up from 608,000 in 2015 (according to the think-tank ‘Centre for Entrepreneurs’) (Financial Times, 2017; Telegraph, 2017). 
UK government is currently increasing funding for start-up loans through the Start-Up Loan Company (SULCO) and the Enterprise Finance Guarantee Scheme (GEM, 2016). 
UK Government initiatives provide financial incentives for angel investors through the Enterprise Investment Schemes (EIS) which has seen 9 out of 10 of its angel investors invest. The increased awareness and use of the scheme by the government during difficult economic conditions has encouraged angels to keep investing despite the recent recession (WEF, 2016).
According to the UK Monitoring Report WEF (2016), the UK is one of Europe’s strongest economies, ranking highly in terms of entrepreneurial activity and intrapreneurship, compared to Germany, France and other close international allies.  
International governmental entrepreneurship policies of factor-driven, efficiency-driven and innovation-driven economies are based on the policy tools of finance and taxation (political/economic), regulations on trade (legal) and the encouragement of innovative/creative activities (technological) alongside entrepreneurial theory (Hisrich, 2015).  


[bookmark: _Toc513211505]3.5 Analysis of global government policy 
 
[bookmark: _Toc513211506]3.5.1 Political/Economic

Government policy that causes problems between neighbouring countries can affect national and international entrepreneurship. Whilst the Trump government’s policy on restricting entry into the US is designed to protect the jobs of nationals from immigrants, the US government may, in fact, be penalising their own economy through stopping the supply of potential new entrepreneurs from entering the country. America may now also be seen as unwelcoming by overseas entrepreneurs who previously would have wanted to work in the USA under the Obama presidency (The Guardian, 2018).        
Micro-finance schemes, such as those offered by the Bolivian government can be said to be beneficial for entrepreneurs who qualify for funding. However, academics have also criticised such policies. Li (2002) found that whilst credit assistance programs in the form of interest subsidies exert strong effects on the allocation of credit to targeted entrepreneurs, this comes at the cost of non-targeted entrepreneurs who are put at a disadvantage.   
Whilst venture capital can increase entrepreneurial activity, such as in the UK with their business angel format, it has also been shown to account for only a small percentage of overall financing to entrepreneurship and to be of significance only for a relatively small group of high-potential ventures in a limited number of countries (Bygrave & Quill, 2007).
[bookmark: _Toc513211507]3.5.2 Technological	

Whilst globalisation has widened the boundaries for entrepreneurship, Storey (2003) identifies that governments also focus their entrepreneurship policies and strategies on local and state levels. Among such policies is the creation of Research and Development institutions (R&D). The performances of regions have been linked to the success of disruptive innovation in the economy (Walsh & Kirchhoff, 2000). This is evidenced in Egypt where there has been an explosion in the number of TEA early-stage web-based development centres run by young entrepreneurs.  
Audretsch and Feldman (2004), however, argue that innovation is inherently different from traditional factors of production, such as land, labour, and capital (Cantillon, 2017), so is, therefore, more difficult to evaluate. This is the case in Silicon Valley where there is now a debate by academics as to the value of the entrepreneurial zone, with some saying Silicon Valley is worthless and all disruptive technology has now reached its limit. Whilst the contribution of innovation policy to entrepreneurship has become a concern for today’s politicians, the implementation and assessment of policies and strategies linked to entrepreneurial theories by government remains difficult. Many governments have not invested in entrepreneurship until recently, and many of their initiatives are still in their initial phases (Roper, 2012). 
[bookmark: _Toc513211508]3.5.3 Legal 

[bookmark: _Hlk513151053]In response to the Internationalisation of entrepreneurial ventures, many governments set tariffs and taxes to protect local business. Whilst these taxes protect local entrepreneurial organisations, they also prevent entrepreneurs seeking out new market opportunities and restrict International competition. 
According to experts interviewed as part of the GEM National Experts Survey, the main factors constraining entrepreneurship in Bolivia are current government policies and programs involving legal regulations, which discourage venture creation and impede access to financing due to legal restrictions on bank accounts (GEM, 2014).  
Puia et al (2007) argue the regulation of entry, that is, the set of procedures governing the entry of new or international ventures, is particularly important for entrepreneurship, as countries with more entrepreneurs tend to be associated with lower levels of entry regulation. This can be witnessed in South Korea with their offer of a ‘free economic zone’ attracting investors and business from different countries (Economist, 2015).
[bookmark: _Toc513211509]3.6 Analysis of factor-driven, efficiency-driven and innovation-driven economies    

Perhaps the most striking figure of different countries reviewed is that of Bolivia ranking 6th in TEA activity on the GEM Monitoring Report in 2016. This result indicates that there is a higher level of entrepreneurial activity in factor-driven countries even though these country’s governments have less to spend on regional innovation systems than those of wealthy government-backed innovation-driven countries, such as the USA and South Korea. 
This result highlights that Bolivia has a ‘necessity-driven’ economy where entrepreneurs are not formed through government strategy or policy, but through the need to be entrepreneurial to gain an income to survive (many of these countries do not have state benefit) (Hisrich, 2015). 
In Egypt in 2015, 42% (much higher than the global average of 25%) of early-stage entrepreneurs were ‘necessity entrepreneurs’ who had started their business due to the absence of work alternatives. Many ‘necessity entrepreneurs’ in Egypt run micro-manufacturing or retail firms. These entrepreneurs are not capital or knowledge-intensive and have limited aspiration for growth or job creation. The UK has an ‘opportunity-driven’ economy (WEF, 2015).                 
[bookmark: _Toc513211510]3.7 Entrepreneurial decision 

It can be argued that government and personal characteristics combine to shape the entrepreneurial decision. Lu & Tao (2010) found that a change by the Chinese government to the legal status of private sector enterprises moderated the effects a range of personal characteristics such as age, marital status and education had on the entrepreneurial decision. Amabile’s (2005) Componential Theory of Creativity also suggests that creativity can be stimulated and supported through government training, with government creating the right working environment and atmosphere for entrepreneurs.
Whilst entrepreneurial decision can be influenced by government, individual traits of entrepreneurs and intrapreneurs often take precedence in forming entrepreneurial decisions (Roper, 2012).

4. [bookmark: _Toc513211511]Conclusion
Whilst government policy can determine the environment in which entrepreneurial decisions are made internationally, it is difficult to determine if government strategy has a positive effect on how entrepreneurial decisions are made in parallel with entrepreneurship theory. PETL analysis shows clearly that government policy can affect entrepreneurial decisions in a positive and negative manner. Governments are recommended to take entrepreneurial traits, and factors of the economy into consideration going forward.

5. [bookmark: _Toc513211512]Recommendations
If governments are to be sure they are having a positive effect on entrepreneurial decisions they must continue to research, understand and embrace entrepreneurship theory.   
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