“Every individual that we can
inspire, that we can guide, that we

RObe rt E . Litan can help to start a new company,

is vital to the future of our

Vice President, Research & Policy economic weffare.

— Ewing Kauffman
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The Foundation of Entrepreneurship




Entrepreneurs Are Key To A Sustained
Recovery

By creating new jobs, new firms add to income, purchasing power

= By creating new products/services, new firms give consumers (here and
abroad) reasons to buy

= Many firms have been founded in bad times

~ FedEx, Microsoft, Apple, Southwest

~ 50 percent of Fortune 500, Inc. 500

~ Key is formation/growth of high-growth firms (next slides)
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Key Challenges to Firm Formation/Growth Now

access problems

= Administration has been trying to fix (later speakers to address):
~ Higher SBA guarantees

~ Fed has been purchasing securities backed by SBA-guaranteed loans (though
this will wind down)
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Monthly Firm Formation Data (Kauffman Entrepreneurship
Index, % of Working Age Pop Starting a Business Each Month)
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Minority Entrepreneurship Trends (Robb and
Fairlie)

disparity

Half of all business owners had a self-employed family member (but lack of experience in
family business negatively affects AA outcomes)

Differences in educational attainment play some role (18% of AA’s with college degree vs.
28% of whites).

Asian success due to their education, not family business background (less frequent than
whites)
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Key Facts About Women High-Tech
Entrepreneurs (From KFS, Robb)

assets, first 4 years

= Unable/unwilling to develop external sources of capital
(relying more on their own funds)
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Policy Ideas for Promoting E-ship

- Allow shareholders to choose SOX compliance (narrowly on 404 or perhaps
more broadly)

= Don’t forget networks (probably the most important success factor); will hear more
ideas later

©  MIT Venture Mentors (St. Louis copying); IC-squared at Texas
High-skilled immigration: green cards, job creators’ visas
Health care reform (to level out small business costs and address “eship lock™)
University TLO competition
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Data Gaps

Young

Growth

A few: IBM,
Nokia, etc

Sweet Spot
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No/Low-Growth

Most big
firms; rent-
seeking;
bailout risk

Micro-
Entrepreneurs
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Absolute Numbers

Most big firms;
rent-seeking;
bailout risk

Micro-
Entrepreneurs
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Impact: Job Growth, Innovations

Growth No/Low-Growth

A few: IBM,
Nokia, etc

Young Sweet Spot
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