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Introduction

In 2005, the International Council for Small Business (ICSB) held its 50th annual
meeting in the United States, after holding the previous two in Northern Ireland and
South Africa. In cooperation with this event, the Office of Advocacy, the National
Federation of Independent Business (NFIB) Research Foundation, and the United States
Association for Small Business and Entrepreneurship (USASBE) co-sponsored a pre-
conference session, “Global Perspectives on Entrepreneurship Policy.” The afternoon
session focused on public policy issues that pertain to entrepreneurs around the world.
Participants focused on international comparisons and research on such issues as the cost
of entry for a new firm, workforce regulations and costs, regulatory burdens, technology
transfer and innovation, and small business financing;

Special thanks to Joan Gillman, USASBE executive director; Dianne Welsh, USASBE
president; Sandra King of ICSB; and Chad M. Moutray, chief economist, Office of
Advocacy.

Thomas M. Sullivan William Dennis
Chief Counsel for Advocacy Senior Research Fellow
U.S. Small Business Administration NFIB Research Foundation

Global Perspectives on
Entrepreneurship Policy

Jeffrey Cornwall, director of the Belmont University Denny Dennis, NFIB Research Foundation; Thomas M.
Center for Entrepreneurship and discussants and Sullivan, chief counsel for advocacy, U.S. Small Business
sessions chair of the ICSB annual meeting. Administration.
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Panel 1, 12:45 p.m.

An International Perspective
on the Costs and Problems of
Business Entry

The moderator, William “Denny” Dennis, of the NFIB Research Foundation, opened
the discussion by suggesting that a study of the impediments to business entry into the
marketplace is more fruitful than focusing on subsidies or reforms. This is in large part
because impediments are bound to affect small businesses now or in the near future. The
panel shed light on three important determinants of entrepreneurial growth: providing
a global comparison of impediments to entry, analyzing the role of perceived rather
than observed administrative complexity on entrepreneurial entry, and verifying that
entrepreneurial activity is linked to economic freedom and economic growth.

Simeon Djankov, manager of a World Bank research project entitled “Doing Business
in 2006,” presented a global perspective on impediments to new entry. Djankov’s report
presented evidence showing that the length of time required to set up a business ranges
from as little as two days in some countries to as many as 153 days in others. The large
variation is not due to the economic status of the country, but is linked to the presence
or absence of an advocate for business. Djankov confirmed the widely held notion that
an increase in complexity of the business entry process leads to an inevitable increase in
the number of businesses opting out of the formal economy. In conclusion, Djankov

Participating on the panel on the problems facing new entrants were (from left) Jeffery McMullen, Simeon
Djankov, Andre Van Stel, and Denny Dennis.

An International Perspective on the Costs and Problems of Business Entry 7
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Simeon Djankov, senior economist, The World Bank. Andre Van Stel, research fellow, Max Planck Institute.

suggested that easier entry has benefits and believes
that his study provides evidence of the correlation
to policymakers.

André van Stel, of the Max Planck Institute,
presented a model linking business ownership
and perceived administrative complexity. There
is novelty in this approach. While an extensive
literature on the link between administrative
complexity and business entry exists, its principal
focus is on removing impediments. The link
between business entry and perceived complexity
has a different solution: improved communication
to reduce the discrepancy between actual and
perceived administrative complexity.

Jeff McMullen, of Baylor University, discussed
the antecedents of entrepreneurial activity, looking ~ Jeffery McMullen, assistant professor, Baylor University.
particularly at the role of the rate of economic
freedom and gross national product. McMullen
validated the widely held notion that the national level of entrepreneurial activity reflects
general macroeconomic conditions, using a model that was run on a sample of 37
countries. Which aspects of economic freedom mattered most? The model determined
that this depends on the motivations behind the entrepreneurial activity.

8  An International Perspective on the Costs and Problems of Business Entry



An International Perspective on the Costs and Problems of Business Entry

Regulation as an Impediment
to Entry in Developing Countries

Simeon Djankov
Senior Economist
The World Bank

r Doingbusiness in 2006 ' Doingbusiness indicators

Creating Jobs

(coming out on September 14%) 2004 2005

* Regulation of Entry * Bureau

+ Labor Regulations s I T n ructure

Impediments to Entry

Simeon Djankov, Manager, World Bank
June 15t 2005 « Bankruptcy

Days to Start a Business, Jan 2004 Poor countries regulate more

Lower Middle Upper Middie

Australia Russia Poland Slovakia Serbia Mozambique Haiti ;
Entry procedures

An International Perspective on the Costs and Problems of Business Entry 9
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Informal Emp

A Larger Informal Sector

The result? The other path

Disadvantaged hurt most

Business entry in Serbia, Jan. 2005

Procedures

Cost, % of income per

y

Time, days

Business entry in Serbia, Jan. 2004

Procedures

Pay-off from Easing Entry

In Serbia, the number of new companies
registered jumped 42% between first quarter
of 2004 and first quarter of 2005

In Vietnam, by 28%

In Romania, by 22°

In Estonia, by 199

In Belgium, by 1

In Spain, by 10

In Latvia, by 8%

10 Regulation as an Impediment to Entry in Developing Counttries
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An International Perspective on the Costs and Problems of Business Entry

The Relationship Between Perceived
Impediments and Business Entry

in OECD Countries

Andre Van Stel

Research Fellow
Max Planck Institute

Linking business ownership and
perceived administrative complexity

André van Stel Max Planck Institute, Jena
Erasmus University Rotterdam
EIM, Zoetermeer

Viktor Stunnenberg Erasmus University Rotterdam

ot BEM_

Research question

What are the determinants of entrepreneurship?
Investigate effect of

Risk tolerance

Perceived lack of finance

Perceived administrative complexity

Empirical analysis of 18 OECD countries
Focus on administrative complexity

7 < 2
&/ - PR SYEIM

Variables Eurobarometer at macro level

» Risk tolerance: % (strongly) disagree with statement
One should not start a business if there is a risk it might fail.

» Lack of financial support: % (strongly) agree with:
It is difficult to start one’s own business due to a lack of available
financial support.

» Administrative complexity: % (strongly) agree with:

It is difficult to start one’s own business due to the complex
administrative procedures.

oy

& & mieres g

Administrative complexity in 18 OECD countries

Iceland 0.544 Norway 0.761
MNetherlands 0.655 Greece 0.762
Austria 0.683 Spain 0.768
USA 0.685 Belgium 0.799
Finland 0.711 Italy 0.810
United Kingdom 0.721 Sweden 0.819
Ireland 0.731 France 0.822
Luxembourg 0.754 Denmark 0.846
Germany 0.761 Portugal 0.869

Source: Flash Eurobarometers 134 and 146

) S s W EIM

-4 \ T e e e
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Difference perceived / ‘actual’
administrative complexity Model

* Variable ‘administrative burden for B el ) (BB )
startups’ in Global Competitiveness Report:
- Survey among firms instead of population =

- Among others: number of days / permits required *t2002 %0 2 R so0n * 2 5LE 3002 * ** A C 2002 * = 2002

to start a new firm

E = business ownership rate: number of business owners

+ Correlation with perceived adm. compl.: (unincorp. as well as incorp.) as a fraction of labour force
0.53 Source: COMPENDIA
) — e 2 [ 7 e 3
%) A enfs Bem_ ® ot BEM_
Results Related research
lag
6 years 8 years 10 years 12 years 14 years * Grilo and Thurik {2004, 2005)
Constant 0.025 0.066 0.153 0.158 0.153 - Negative relation between perceived administrative
04 L () Sl @9 complexity and self-employment at the MICRO level
Risk lolerance 0018 -0.054 0081 0113 0105
(1.0) @1) 29) @9) @7
R e el o S 0T 0 » Van Stel, Storey, Thurik, Wennekers (2005):
ik o e 0D & - Negative relation between ‘number of days required to
Adminisiraive 0008 | 0047 0,008 07 0118 5 (GO : .
& m:l‘:m o1 08) 1) (19 14) start a new firm’ (GCR) and young business rate
: : (GEM) at the country level
[ 0.18 028 053 0.57 0.39
N 18 18 18 18 18
Preliminary conclusions

» Negative effect of perceived administrative
complexity on entrepreneurship

* Policy:
- reduce administrative burdens
- communicate existing administrative

regulations to population

\ e e

f) e afang éELM
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An International Perspective on the Costs and Problems of Business Entry

The Role of Economic Freedom

and GDP

Jeffery McMullen
Assistant Professor
Baylor University

Antecedents of Entrepreneurial
Activity: The Role of Economic
Freedom and GDP

Ray Bagby, Baylor University
Les Palich, Baylor University
Jeff McMullen, Baylor University

ICE8: GLOBAL PERSPECTIVES ON
ENTREPRENEURSHIP

Entrepreneurship and ]
[Economic Growth

The 2002 GEM (Global Entrepreneurship

Monitor) Report concludes:

- Consistent with previous GEM studies, national
economic growth is associated with heightened
levels of entrepreneurship.

Specifically, correlations between entrepreneurial
activity in one year and growth in GDP two years
later were significant and positive.

Though the exact causal mechanisms have not
been established, future research should reveal
just how the two are connected (p. 37).

ICESE: GLOBAL PERSPECTIVES ON 2
ENTREPRENEURSHIP

Antecedents of ]
Entrepreneurial Activity

The 2002 GEM Report adds:

The national level of entrepreneurial
activity appears to reflect general
macroeconomic conditions — moving up
and down with changes in the national
GDP -

as well as enduring cultural, social and
institutional factors — maintaining the
general rank order of GEM countries from
year to year (p. 37).

ICE8: GLOBAL PERSPECTIVES ON
ENTREPRENEURSHIP

[Research Question ]

Given the assumed importance of
entrepreneurship to economic growth, an
important question becomes: why and how do
macroeconomic and institutional conditions
encourage this entrepreneurial activity?

IC58 GLOBAL PERSPECTIVES ON 4
ENTREPRENEURSHIP
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Entrepreneurial Activity

Defined (2002 GEM:5):

Total entrepreneurial activity (TEA) index (i.e., that percent
of the labor force that is either actively involved in starting
a new venture or the owner / manager of a business that is
less than 42 months old.

«  Opportunity-motivated entrepreneurship (OME) — voluntary
pursuit of an attractive business opportunity

*  Necessity-motivated entreprenqurshig [NMEL— engaged in
entrepreneurship out of necessity - that is, they can find
no other suitable work.

As the Product of a Decision:

* Requires a decision between self-employment (creating a
new organization}sand employment within an existing
organization (OME) or unemployment (NME).

« These decisions require beliefs about the feasibility and
desirability of self-employment versus employment.

ICS8: GLOBAL PERSPECTIVES ON 5
ENTREPRENEURSHIP

Institutions and the Feasibilit
of Entrepreneurial Activity

Whether entrepreneurial activity is a feasible income-
generating alternative to employment within an existing
organization depends upon the institutional matrix in which
one functions.

North (1990) suggests that institutions influence the
decisions people make.

As the rules of the game, these institutions provide incentive
structures that channel people’s utility maximizing behavior
by influencing the perceived costs associated with
transacting in different ways.

Therefore, institutional conditions can either encourage or
discourage the likelihood of entrepreneurial activity by
decreasing or increasing, respectively, the perceived costs of
transacting through self-employment.

The question then becomes: Which institutional conditions
provide incentives that reduce the perceived costs of the
uncertainty of self-employment as compared to the relative

certainty of employment?
ICSB: GLOBAL PERSPECTIVES ON L]
ENTREPRENEURSHIP

Economic Freedom and
Entrepreneurial Activity

Berggren (2002: 197) notes: Institutions that guarantee
economic freedom plausibly have the capacity to provide the
growth-enhancing kind of incentives, for several reasons:
they promote a high return on productive efforts through low taxation,
an independent legal sy and the pre ion of private property;
they enable talent to be allocated to where it generates the highest
value (as argued in Murphy, Schleifer, and Vishny, 1991);
they foster a dynamic, experimentally organized econom‘r in which a
large amount of business trial and error can take place (Johansson,
2001, chap. 2) and in which competition between different actors
occurs because regulations and government enterprises are few;
they facilitate predictable and decision alow
nd stable inflation rate;

and they promote the flow of trade and capital investment to where
preference satisfaction and returns are the highest.
Thus, because economic freedom encourages an environment
that is conducive to entrepreneurial activity, we expect that
entre?]reneurial activity will increase when economic freedom
is high.

ICSE GLOBAL PERSPECTIVES ON 7
ENTREPRENEURSHIP

Macroeconomics and the
Desirability of Entrepreneuria
Activity

GDP per capita is the commonly used measure of average
income or standard of living. Because production generates
income, total production is considered to be equivalent to total
income. Thus, the most common measure of production or
output, the GDP (gross domestic product) is also used as a
measure of income.
We propose that entrepreneurial activity becomes more
desirable as a country’s GDP per capita decreases.
That is, as a nation’s GDP per capita falls,
- we expect NME to increase for lack of a better income -generating
alternative, and
we expect OME to ir b of d in the opportunity
costs associated with the less uncertain income-generating
alternative of seeking employment in an existing organization.

IC58: GLOBAL PERSPECTVES ON 8
ENTREPRENEURSHIP

[Sample and Measures

Sample size: n = 37 countries

IEF (2003):

. The Index of Economic Freedom was developed by the Heritage Foundation and Wall
Street Journal,
Published annually since 1995, the Index includes 161 countries and uses 50 independent
variables grouped into 10 gories to score ies (see hypoth on next slide).
The overall score is lhuveraﬁo of the sum of the ten factors. Based upon the overall
score, countries can be classified as free (<1.95), mostly free (2-2.95), mostly unfree (3-
3.95), or repressed (>4).
Data for the 2003 IEF came from the period which covered the second half of 2001 and the
first half of 2002,
For this reason, we decided to compare it to the 2002 data of the Global Entreprenaurship
Monitor (GEM) which was derived from a more comparable period.

GEM (2002):

. GDP per capita, TEA, NME, & OME were obtained from the 2002 GEM report.
The GEM began lyzi P fal p in 1999 using data from 10
countries.

It is the only known source o{emragmnau rial activity which measures and also gathers
infermation similar to that of the IEF, such as property rights, government pelicies,
access to infrastructure, etc. from country experts.
The 2002 GEM offers data on 37 countries from around the globe, all of which are
contained in the IEF.
1G58 GLOBAL PERSPECTIVES ON ]
ENTREPRENELRSHIP

Hypotheses Total ity

activity will increase | entreprencurial | activity will increase

activity will
increase

ADJ. RY .3981 4927 ~26TS
MODEL Pr>F -ooB 002 050
INTERCEPT B=19.403 B=6.661 B=12.229
p=.004 p=015 p=.014
TRADE POLICY - As government interference B=-1.644 B=. 661 B=4,297
in the free flow of foreign commerce decreases p=244 p=.264 p=.228
Ris.054 Ri=_050 Ris 058
FISCAL BURDEN OF GOVERNMENT - As B=613 B=.025
tax rates and the level of govarnment pe.508 pe8T2
expendiures decrease. Ri=018 RF=.000
GOVERNMENT INTERVENTION - As duect B=016 B=.114 B=175
use of scarce resources fof its own purposes o p=.985 P76 p=.796
its contrl of resources through consumption Rie.000 R P

and production decreases. g = 8
MONETARY POLICY ~ As market pricing is A=1.151 B=588
facilitated or inflation is controlied, P91 p=3TE
Ri= DET Ri=032
FOREIGN INVESTMENT - As foreign B=- 383 B=_180 B=-533
Investment becomes less restricted p=.726 p=508 p=822
R?=005 Ri=.006 Ri=.047

14 The Role of Economic Freedom and GDP




Hypotheses

Total

activity
activity will increase antreprensurial will increase
activity will
increase = -
8 WAGES AND PRICES - As government Bed 466 [ D I s c uss I o n
regulation of intenvention of wages and prices p=.027
decreases, Rf=.180
Significant Economic Freedom and GDP per capita are strong
predictors of entrepreneurial activity.
7 PROPERTY RIGHTS - As government fadure R=2.304 B=- 383 B=2.505 2
o rtecprvaapropery rough P15 p=525 p=028 All 3 types of EA (TEA, NME, OME) increase when GDP
=098 R=.016 R=178 . .
Significant per capita decreases and there is less government
8 | REGULATION - As the difficulty of starting o £e..202 =275 =232 regulation or intervention into wages and pl'iCBS.
operating B business decreases, p=ATE peB14 p=B14 e
R%=.000 RE=.010 Ri=.002 NME increases when tax rates and government
9 | BLACK MARKET— As corruption in the f=-ats £=.348 b=.d17 expenditures decrease and the monetary policy acts to
country decreases peTTY P50 p=T21 . 2 e .
Ri=.003 i 012 Ri=.008 control inflation and facilitate market pricing.
10/ | BAMANG = As toseslva baok seguinton oy Lot ] OME increases when government enforces property
Rt=.000 Ri=.006 Ri=.000 rights and does not engage in appropriation
11 GDP - As the expected income from B8=.7.893 B=-3.390 B=d 451
amployment increases, =008 p=.008 p=.046
Ri=244 R=.054 R'=.150 1S58 GLOBAL PERSPECTIVES ON 2
Significant Significant Significant ENTREPRENEURSHP
Limitations Conclusion

Cross Sectional:

Does GDP per capita drive entrepreneurial activity
or does entrepreneurial activity drive GDP per

capita? Yes

We looked at GDP per capita across countries -
not change in GDP per capita within country

Time lags & business cycles?

Sample size:

Power and Degrees of Freedom — Interactions?

ICE8 GLOBAL PERSPECTIVES ON

ENTREPRENEURSHIP

Despite a highly conservative statistical
test (using a small sample that provided
few degrees of freedom), we find
substantial support that entrepreneurial
activity increases with economic
freedom and reductions in GDP per
capita.

Which factors of economic freedom
matter the most, however, depends upon
the motivation behind the entrepreneurial
activity.

IC58 GLOBAL PERSPECTIVES ON 14
ENTREPRENEURSHIP

An International Perspective on the Costs and Problems of Business Entry 15
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Speech, 1:45 pm

Global Efforts to Reduce
Regulatory Burdens

Betina Hagerup
Deputy Director General
Danish Commerce and Companies Agency

Betina Hagerup of the Danish Commerce and Companies Agency discussed
trends in Burope to measure and reduce regulatory burdens, especially those that affect
entrepreneurship. She highlighted the fact that regulation has a negative impact on
business, and added that it negatively affects society as well, by reducing overall economic
growth and decreasing global competitiveness. She acknowledged that many regulations
also produce immense social benefits, so any regulatory reform must be accomplished
by pursuing “smarter” regulations rather than simply reducing regulation wholesale. The
model adopted in Denmark and elsewhere in Europe is known as “regulatory budgeting.”

Regulatory budgeting relies on detailed estimates of regulatory impacts at
the microeconomic level, while maintaining a macroeconomic focus on global
competitiveness. The detailed estimates of cost impacts are used to form a budget that
calls for specific, focused annual reductions in burdens. This culminates in a target that
meets the goal of increasing growth
and competitiveness. A number
of studies have documented the
success of this gradual yet highly
focused change in the regulatory
environment in Europe. In
Denmark recent successes have
reduced the administrative costs of
regulatory compliance by $17 million
while increasing GDP by $45 million
and productivity by 0.1 percent. In
the Netherlands the results have
been even more dramatic, with a
25 percent reduction in red tape
leading to a 1.5 percent increase in
GDP and a 1.7 percent increase in
productivity.

Global Perspectives on
Entrepreneurship Policy

Betina Hagerup, deputy director general, Danish
Commerce and Companies Agency.

Global Efforts to Reduce Regulatory Burdens

17



Global efforts to reduce
regulatory burdens

Betina Hagerup
Deputy Director General
Danish Commerce and Companies Agency
BHA@EOGS.DK

'The cumulative effect of many
regulations and formalities from multiple
institutions and layers of government is to
slow down business responsiveness (...)
and generally discourage
entrepreneurship. These effects are more
costly in global markets ...’

OECD, 2001; Businesses ' Views
on Red Tape

Danish international study

» Focus on
— reducing administrative burdens
— and improve quality in business regulation
» Comparing efforts in 20 countries
* Results:
— Analytical model on better business regulation
— best practise examples
- new international trends
— and national input

Overall model on better
business regulation

P d
- Adminatrative
/" ] | burdens
Business m-
Organization > Rule
: /—, = il
Poltical ¥ Qualty of
Law +| L& . -
commiment . - > e - = Business.
N - D
\ Businiss.
A

reguiation
= L]
\ 11
Suppet It}
\\.\ Incantives b
NS
“
s
e

Approaches to reduce
administrative burdens

Assistance iy Maonforing of
impact assessment Cantreling

4 4

Support ﬁ ﬁ ﬁ ﬂ Control

General Specific

Training Manhaning of Quicome
Proces Impact assesment Budget
admin, burdens.

A global trend on administrative
burden?

Microlevel Macrolevel

- Detailed impact - Focus on competitiveness

- Specific legislation

But why?

18  Global Efforts to Reduce Regulatory Burdens




Proportionally, the smallest companies
endure(.) more than five times the
administrative burden per employee than
larger firms...’

OECD, 2001; Businesses ' \fiews
on Red Tape

Effect of red tape reduction

* Denmark * The Netherlands

Red tape reduction by 17 mio.$ Red tape reduction by 25%

= increase in GDP by 45 mio. § = increase in GDP by 1.5%

. . . = increase in productivity by 1.7%
= increase in production by 0.1% ’ THREESERRE

LR TR L Sy S—

How to improve competiveness
through less red tape?

¢ Detailed measuring
» Reduction targets

« The golden rule: What gets measured gets
done...

The Standard Cost Model
points in this direction

The Standard Cost Model is an action oriented method
The advantages:

+ Detailed and objective mapping of each piece of legislation

* Precise knowledge of the costs of the administrative burdens
* Ability to give direct recommendations on simplification

» The high level of detail -> well-suited for cross-country comparisons

The Method
1. Mapping regulation
1 1 ==
» Tl (rtaeral mad exiemal)
* Time (temal and extemal]

| J |

J 2] ]

2. Interviewing businesses and identifying the normally efficient
business

3. Reporting the results

An example: VAT regulation

Regqulation Information Data
igati requirements
VAT “gu'“m VAT able (124 mil _‘—\
(62.5 mil. §) VAT revateate (18 k)
EU purchase of goods. (2 mil

Administrative
activitios

]
sutsde EU
= {8.2mi)
Reporting VAT + Purchass of goods outside EL - mpon te
(58.8 mil.) (2.2 mil)
- + Sale of goods insde EU (1.4 mi )

* Sale of goods cutsde EU (06 md |
. st BEmi)

Feal o
« Renview (7.6 ) >_

+ Basc inform
Registration of - M b o e
business (1.7 mill - Ourer

Global Efforts to Reduce Regulatory Burdens 19



An example: Cost at societal level based
on the preliminary Danish results

Origin of regulation

An example: Cross country
comparison on VAT regulation

Development 2001 - 2004 International/national

2001 | 2004 +

(mill. §) | (mill. §) | (mill. §) | +(pct) | A B c
Ministry of
Taxation 1470 1318|  -1s2| -10%| 8w| s%| &%
Ministry of
Economic and
Biciinas 1447 | 1457 10 1| 37| 14%|  49%
Affairs
Total 2918 2775 142 5% 23%| 10%| 67%

Denmark Netherlands Norway Sweden
}'::Tp;";if““ 62.5 mil. $ 978 mil. $ 136 mil. $ 355 mil. §
Cost per 2214 990 § 528% 423
business/year
Number of
businesses that 282723 987 000 258 370 836 141
paid VAT in 2004

20 Global Efforts to Reduce Regulatory Burdens




Panel 2, 2:15 p.m.

International Lessons on
Technology Transfer, Innovation,
and Entrepreneurship

Office of Advocacy Chief Economist Chad Moutray, the panel moderator, noted that
research shows that the majority of the net new jobs over the past decade, both in the
United States and abroad, have stemmed from small businesses. Many regions are looking
for the “next big thing” to provide themselves with new economic livelthoods. This
panel explored the linkage between innovation and entrepreneurship, and in particular,
the efforts of many countries and localities to pursue technology transfer and the
commercialization of new ideas.

David Audretsch, of the Max Planck Institute and Indiana University, devoted his
remarks to Germany’s efforts to generate more new firms from its innovation. He noted
that Germans have gone through five stages as they have grappled with the reality of
entrepreneurship and the global marketplace: denial, recognition, envy, consensus, and
attainment. As their economy struggled to overcome global competition and the loss of
manufacturing employment, Germans gravitated from denial to eventual envy of other
economies’ ability to generate new enterprises and succeed amid global competition.
Eventually, though, German policymakers began to realize the importance of supporting
new ventures by embracing policies that supported high levels of research and
development, emphasis on emerging industrial sectors, and new sources of finance. Thus,
Germany, like so many other nations, recognized
the importance of start-ups to their eventual
competitiveness and economic outlook. Have they
attained their goals? It is too eatly to tell.

Bo Carlsson, of Case Western Reserve,
discussed his review of the literature on university
innovation and the disparate approaches used to
promote technology transfer in the United States
and Europe. In the United States, the Bayh-Dole
Act of 1980 and the ability of universities to control
their university-produced intellectual property
have had a tremendous impact. To illustrate this
point, he noted that the number of patents issued
by universities, hospitals, and research institutions
grew from 177 in 1979 to 3,673 in 2003; the

number of start-ups formed from those patents Chad Moutray (right), chief economist of the Office of
likewise increased significantly during that time. Advocacy, led the technology and innovation panel. On
In the European framework, universities tend not ~ the left are Bo Carlsson and David Audretsch.
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to own intellectual property, and there is less of
an incentive to commercialize university-created
patents. Instead, faculty members are encouraged to
network with industry representatives to promote
spin-offs of innovations. This is the so-called “third
task” of professors, in addition to their research and
teaching requirements. As such, technology transfer
is less targeted in Europe than in the United States;
facilitating spin-offs depends on strong institutional
ties between university professors and the business
and investor communities. Finally, a university’s
internal culture matters; those institutions that do
not embrace entrepreneurship will not see as many
start-ups stemming from their innovations. Parspectis =
Donald Siegel, of Rensselaer Polytechnic ~uship Polley
Institute, continued the emphasis on technology
transfer and noted that universities are being
viewed by many policymakers as engines of growth
for their commercialization efforts. In order to
be more effective, however, universities need to
develop a strategic approach to assure the adequacy
of resources and establish key priorities and
organizational structures to provide the necessary
incentives to stimulate technology transfer. One key
priority is improved staffing of technology transfer
offices, which often suffer from high staff turnover
and limited expertise. Siegel also sees the need for
universities to embrace an entrepreneurial culture.
Buy-in from faculty and other stakeholders is critical
to its success, and a technology entrepreneurship
curriculum needs to be applied widely on campus.
Furthermore, new firms housed in a science ot
technology park that have strong connections to
the university community are more likely to survive,
and conversely, access to the science parks allows
the university to place more of its graduates in their
fields of expertise, hire preeminent scholars, and
generate more publications.

/| Perspectives on

Pictured, from top to bottom: David Audretsch,
professor, Indiana University; Bo Carlsson, professor,
Case Western Reserve University; Donald S. Siegel,
professor, Rensselaer Polytechnic Institute.
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Estimation of Production Function
Model for German Regions

Table 3: Reswiis of Extimation of the Prodvction Fincrion Moded for German Regions

Productivity

Table 4: Results of Estimation of the Model of Labor Productivity in German Regions
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