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ABSTRACT

This paper investigates the degree of current geapievidence that can communally and systemltica
authenticate the claim that entrepreneurship hasitant economic value. A systematic assessmembisded
that can answer the contribution of entreprentutbe economy in contrast to non-entrepreneurs sty the
comparative contribution of entrepreneurs to theneey based on four measures that have most wiztsn
studied empirically. Hence, we answer the questighat is the contribution of entrepreneurs to fipéoyment
creation and dynamics, (ii) innovativeness and fifoductivity and growth, relative to the contriioms of the
entrepreneurs’ counterparts, i.e. the ‘control gieuA fourth type of contribution studied is theleoof
entrepreneurship in escalating individuals’ effestiess levels. 57 recent studies of high qualiy tontain 87
relevant separate analyses, were referred to wdacthat entrepreneurs have a very important speitific —
purpose in the economy that they bring about ket much employment creation, productivity grovehd
produce and commercialize towering quality innamasi They are more satisfied than employees. More
importantly, recent studies show that entrepreagdirims produce important externalities that affemgional
employment growth rates of all companies in thaamgn the long run. However, the counterparts carbe
ignored either as they contribute to a relativaghhvalue of GDP, a less unpredictable and mor#esied labor
market, higher paid jobs and a greater numberrdvations or they have a more dynamic role in thepéion
of innovations.

Keywords. entrepreneur, entrepreneurship, self-employmeradymtivity, economic development, growth,
employment, innovation, patents, R&D, utility, rememation, income

L.Introduction

Though exceptions remain , academic studies oremmneurship are provoked by the economic benefits
entrepreneurship. Most studies refer to one or &vademic studies showing that entrepreneurshipeekhd
generates benefits in terms of, for instance, eympémt generation or innovations. However, whetherdited
reference was one of the few out of many studies ‘treppened’ to find accommodating evidence is yrit
clear. This paper examines to what extent recenpiraral evidence can collectively and systematicall
substantiate this claim. Entrepreneurs and theiumntparts are defined and compared to assessr thei
contribution to the creation of economic value. efenthe aim is to review recent empirical literatihat
provides an (statistically supported) answer to folowing question: What is the economic value of
entrepreneurs in comparison to their counterpags,no entrepreneurs? Based on empirical studis this
subject, we arrive at four measures to quantify ébenomic value of entrepreneurs. Hence, we ansveer
following particular questions: What is the conttion of entrepreneurs to (i) employment generatoml
dynamics, (ii) innovation, and (iii) productivitynd growth, relative to the assistance of the engregurs’
counterparts, i.e. the ‘control group’? A fourtlpéyof contribution that we study is the role ofrepteneurship
in increasing individuals’ utility levels. Astonistgly, given the application of screening the relaship
between entrepreneurship and economic outcomes,piper is the first review of the (primary) pragma
literature in this area. More accurately, it is fhst review of high quality economics and managetrstudies,
focusing on various types of contributions thatrgmteneurs can make to the economy in terms oftifjiadte
measures and evaluating the entrepreneurs ‘perfarenia these areas relative to their counterpiaetslarger,
older or incumbent firms. In these senses,our stsdynique. Besides emphasizing what our study tigh
contribute, it is also worthwhile to acknowledgeawtit does not supply. Economic or management tbgor
about why and how entrepreneurs contributing noeoress to specific aspects of economic value measuch
as employment or innovation, are not incorporafBtey are beyond the scope of our study and provided
elsewhere, as for instance in

Parker (2004) and in many of the studies reviewdd. only provide an (rather thorough) overview oé th
empirical evidence of the contribution for econowatue creation by entrepreneurs.

The remaining of the paper is structure to as ¥adlsection 2 talks on the definitions of the keyialales i.e
entrepreneurs ,the counter parts of the entreprengyeneration of employment its dynamics ,factér o
innovation, productivity and growth and the ind@at used in the utility of derivated from entrepership. In
section 3 how entrepreneurs are contributing toleyapility in terms of level and growth..Moreoveow the
remuneration of the employee relates to his orcuality of work. The section 4 discusses the emnéegur’'s
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contribution to the innovation, its affects on pmotlon and how it is commecialised.The adoptabitifythe
innovation by the entrepreneurs. In section 5 tharédbution of entrepreneurs for better producyivand value
addition with input factors .In section 6 the lewélutility derived from entrepreneurship in comigan to those
working as intrapreneurs.In the same section fuither evaluated what are the expectation levelifoome
volatility, job satisfaction .Finally section 7 adades.

2.Data Sample Selection and Definitions

The categorization literature was done systemifific That is gathering of sufficient data of peuliar
population gathered from published and unpublisstedies with quality information on the issue. Tbeus
remained on the recently published articles in higipact journals ranked A or AA economic journals
additionally small business and entrepreneurshefd fjournals were i.e The Small Business Journéfse (
prominent journal in the field of economics)and rda of Small venturing the leading entrepreneyrstdurnal
.The Strategic Management Journal ,The Academy ariddement Journal and Administrative Science Qualit
were also referred. No reference to any book whentaas such.Secondly to apply the result to thestat
economic environment the research from 1995 toptlesent was considered in reference to the devejopi
countries. The discussion papers of the same tiame were also considered for refrence. Thirdlypiceatory
search of the studies analyzing the value o erdgrepurship showed that foremost benefit analyzedhiy
literature relates to employment ,innovative pi@gi productivity and growth and individuals wilievels
.These constitute the four categories of the benefe analyze .For this purpose the key words atntiain
search engines such as Google scholars were usedn@asures are quantative outcome of the varidbfesed
such as employment, innovation,productivity andwglho .The final requirement in the study was to asp a
empirical check to find if the qualified contriboti from entrepreneurs is greater than counterpdits.
eligibility for observation bases on rate of firinglividual that can be considered entrepreneusakell as rate
of firms that can be considered counterparts.

2.2

Defination of Enterpreneur and Counterpart

Commonly used definitions of the entrepreneur dredentrepreneurial firm are incorporated in thiglgt The
term entrepreneur and entrepreneurial firms arersymously used.Enterpreneurial firms are that jatine of
the following conditionality’s firstly they emploless than 100 employees, their age is less thagnsgwars,
they are usually new in market. Now the control ydapion is aging more than 7 years, with more than
employees, incumbent firms. The section on utiéigamines individuals and thus need other defirgtiorhe
entrepreneurs are self employed or owning an irwaipd business where the size and age of thedsssare
not the decisive influences.

Enterpreneurship is studied in the relevancy tse¢hierms both at micro level that is at the le¥eroindividual
firm or at the macro level .In the latter case tht small firms, young firms ,new firms or entrepeurs is
assessed in at regional level or at the natiowal |8ut question arises how did we arrive on thisfinations.In
alignment to Schumpeterian Entrepreneur ,the ergneor is defined as being a market entrant or gdirm
that has recently entered the mrket is straightiodwand these definations —young or entrant firmten
engaged in entrepreneurial research. Though méstpeaneurial firms are small are not always emaegurial
and identifying small firms as entrepreneur is beiless clear-cut though a common practice among
entrepreneurship policy makers and academics tchwive abide by.Moreover, following trailing the roafy
of the studies on entrepreneurs the view is deeeldpat those who have started up a business beavéhself
employed or the owner-manager of an incorporatedraiepreneurs too. They may be inappropriate Hs se
employment is often not related to the inceptiotheffirm whereas entrepreneurship is .Neverthelé$out an
accepted superior empirical definition we opt netidte from conventional approach.

To measure the size of the firms the conventiorethods of considering measures such as number rkfavoe
and sales have been used. More commonly a cutfditCoemployees to measure size has been considgued
at the same time sizes of 10-20,20-50,50-100 afidpl’ls employees have also been considered inesedtt
studies. Again the purpose of such reference keép 100 a boundary between large and small. Aiderable
portion of studies is related to economic contidnutto continuity in firm size measures. Under thase the
relativity between entrepreneurs and control groigo$ess significant and conclusions drawn betwten
relationship of economic benefits to firm size lnearly entered or otherwise. The same is heldifermeasure
firm age and if boundaries are chosen they arellydaetween 5-7 years.lt is to be noted that vagidafinitions
are more often though combined implicitly entraauts young as defined and uncommonly hired more 18én
employees. As a result the simple size does net gilowance for a distinction between the varioefinitions
of the entrepreneurial firms as an instance we atgpersuade the analysis of the extent to whicmgdirms
could be innovative as compared to new market ptageother small firms. This is what limits oungy.

2.3 Indicators of Contribution to the Economic aute

For the sake of employability it is if add to themmber of employees or quality of employment. Thewgh of
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the firm measures the job creation in relativityhie size of the firm. The same is used as indiaaitbow much
in numbers the jobs are created. The quality oktheloyability is considered in terms of remunenatbffered
to the workforce .The primary indicators used aeg@vlevel, benefits that is health insurance aadiie of the
performance related pay methods. Job Satisfacterl lof the entrepreneurial firms in comparisontte
workforce in counter parts also comes up as fimdicator of quality in employability.

To study innovation a multitude of factors have rbaesed .In regard to the firms innovative output th
production of innovation in terms of quality andagtity are used. For quantity commonly used measefire
empirical evidence are expenditures on the reseamnchdevelopment although this is an input meathaa
output., similarly their patents ,introduction afw products and utilization of latest technologheTquality of
innovation is represented by patent citations dgdificance of the innovation however measured.Eutiore
the commercialization of the innovation gains imts of economic value.

Productivity and growth of a firm can be firms egional contribution towards the country’s grossnédstic
product as a growth factor. Therefore we studied ltterature that has taken into consideration fiiva or
regions value added ,its labor productivity this dse further explained as GDP per worker or tosatdr
productivity that is output generated by both labod capital. All such studies that have examihede factors
for productivity have been considered as relevant.

Utility as indicator that is the entrepreneurs wdiial utility in reactivity to that of the emploge The first
source that came up is the expected income .Riskdsher factor that can affect the utility of riaiersive
entrepreneurs negatively.

2.4Search For Statistics as Sample

All issues of each selected journal and workingepgwithin the publications that were consideredegesvant
were studied. If an article had suggested relevéimeabstract of the same was analysed to seaksinal into
the review .Finally content of the article was dtest whether the study actually satisfied all reguients
defined earlier. This particular method of datdemilon is an effort to summate relevant studieth whe given
requirements and margin of error. That is we aakldi to miss an article if the heading is too gelezd. Still
effort was made to scrutinize vaguely mentioneddhregs .All the references were carefully browsedtst if
found relevant it was checked so that even ouryssidot exhaustive yet maintains relevancy.

Studies were conducted from publication categomp/&for the years 1998-2013,2 articles were studied,
for the year 1998-2013,11 articles were studiedi@Byear 1998-2013,34 articles were readme foryibar
1998-2013,2 artcles were read, from category WRi@es were read so in all 57 articles were reaa.Third of
the articles were published in Small Business am@ifpreneurship journals, the rest in economicrjalsr or not
yet. One third remaining have been published &0&2,omprising of all categories of studies. Buthat same
time it can said that studies of ninetees and betyon

27 Articles discuss employment with further details employment creation,dyanimcs of employability,
remuneration of the workforce ,similarly 21 artgl®n innovation with further debate on product, its
commercialization, adoption of innovative measug&sreferences of production and growth that is walue
addition, labor productivity and total factor prativity develop a pattern and comparison.and 1#agibns of
utility explained further by income level,volatiliand satisfaction level., these sum upto 87 olagiemns in all
defining the independent and dependent variables.

The number of studies in the first three outconaegories employment ,innovation, productivity gmdwth is
similar though the category of utility is smallesith 14 studies .More than half of the studies dbou
employability pertain to sub category of employmergation, whereas vast majority of the remaindethe
studies talk about how entrepreneurs contributeatdss the quality of employability. Half of the inradion
studies focus on the contribution of the entrepuerte innovation being commercialized .Productivigsd
growth are mostly related quantifying labor prodkitt whereas the utility of entrepreneurs is men&d by
income in most studies less commonly by incometilityanegatively or satisfying.

Various categories of studies define entreprenasiiseing large, small young and new and self ereployhe
definition of innovation is more spotted and likeeifor productivity and growth. Though most of the
observations are analyzed individually about fifoas their productivity and growth is observed irgegpation
that is at regional, industrial and country lewde conclude that results and conclusions drawrnbased on
recent studies in quality economics and entrepmsigugenerals.

3 Contributionsto Employment

The section reviews the recent evidence of theepréneurial firms in generating employability, botlierms of
quality, dynamics and quality where the secondrsefethe aspect of the employee’s compensation.

3.1 Generation of Employment

The empirical literature can be categorized basedggregated and disaggregated data has beenethalys
ambiguous results show employment has been exeéssieated by entrepreneurial firms.

Based on aggregated data Baldwin(1998) concluggdrttCanadian manufacturing plants with capacity@d
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employees and less are showing a rising numbemiplayment creation from the period 1973-1992 wherea
larger firms have shown a decreasing rate. Johang05) who studied Swedish IT firms finds a upsth
relationship between firms size and employment gnoWith employment at minimum level with firm hag
employee’s size of 240.Shaffers (2006) recordspthsitive externality created by firms through jakation he
emphasizes the aggregate affect of firms on thaaug.

Michael Fritsch (2007) studied in aggregate thealiand indirect affect of entrepreneurial activitycreation of
employment, he also mentions that new start upsli@ven by business development and incumbentfoaced
out due to the competition. But at the same tinoeghites competitive edge and economic growthifBsiraises
few questions that that after how many years resvafdmproved efficiency ,business turnover andnecoic
growth are recored/What are the short term and kengn effects of the activity?These questions aedl w
ansered in the recent studies.

The conclusions of the studies are regional inneabecause data belongs to various countries cdweitgin
same years. Higher rate of startups is relatetig@arhmediacy for employability, however after sopears the
relation between employability is negative as dubigh competitiveness that forces the incumbentdito lay
off labor and exit the market. But again in thedamn positive trend is recorded because the fiobexsome
competitive.Fritish(1997),Mueller(2006) and Fritigh Mueller (2007) studied the German regions,Acsl an
Mueller(2006) studied US regions ,Baptisa et aD{@0Portuguese regions ,Van Stel and Suddle (2D@%h
and Folster(2000) Swedish regions.Based n couetrsi Idata Carree and Thurik (2007) find evidenceséone
pattern .Increased rate of ownership of businessristantaneous small affects on employment gdoaratmid
term negative affect and a long term positive iafice.

Studies using disaggregated data to examine thgamship of firms size and age and the proportionanber
of jobs firm has created follows a framework dedifeom actually one of the primary postulation .(Gits law
of proportionate affect (Gibrat,1931).The derivatiof Gibrat laws assumes that growth rate are sSamall
firm sizes. A very popular generalization of Gibfi@mework allowing for heterogeneity in growthestis the
equation mentioned by (Parker,2004).

Ing, ,=a,+Flng, +u,
Estimating coefficient of firm size shows whett/B=1) or small (B<1) |t mentions that firms have grown
faster and it is valid as long as size is measuradrms of number of employees. Studies in ourpdarthat
pursue this method are Calvo (2006, Spain), Hatt@uiton (1996, UK), Konings (1995, UK), and Olikeiand
Fortunato (2006, Portugal). All four show the waythe conclusion that smaller (surviving) firms bathe
highest percentage-rate growth. Thus, relativén&ir tsize, small firms created more jobs than digé firmsa
different method for probing job creation (and eoyphent dynamics, see below) by small against léirges
based on micro-data is most often attributed toi®amd Haltiwanger (1992) and relies on expresanaysis.
Therefore, those studies do not belong to thisesevHowever, due to the force ofthis kind of stedémd their
prevalent use to analyze employment (dynamics)liseuss seven of these studies (which is not ieclud the
tables) briefly. The category of studies has arebieabove those using the framework based on @&btaw
that they share with studies based on aggregatedikla regions or industries: They include thesefé of firm
way in and way out.Simply place, the method sarhdi by whether they have shaped or shattered jabs,
developed or shrunk, and by size class. Wheth&mahfas created (destroyed) jobs depends on whithas a
larger (smaller) size (in employees) at time t+hnt at time t. Thus, employment formation is causgdirms
that have grown or entered the market, while empkayt destruction is caused by firms that have sham
exited the market. Employment generated by a gsiea class is the totting up of the jobs createdthsy
increasing (or entering) firms within that size sda Employment damaged is analogously defined. erhes
numbers are converted into job creation and aratibit rates by dividing them by the average siztheffirms
within the size class. Whether an entire size dlassall growing and dwindling firms within a sizlass) has
created jobs depends on the ‘net employment groat#éi which is given by subtracting the job destiart rate
from the job formation rate.

Davis and Haltiwanger (1992) find that in U.S. miatturing (1972-1986) the size class with betweand 99
employees has higher job formation and job deviastatates than larger firms. The effects countewaud
ultimately result in rather similar net employmemnowth rates across size classes. Davis et al 6§188udying
the U.S. mechanized sector in 1972-1988, alsodimilar net employment growth rates for variougsilasses.
Younger firms have higher net employment growtlesasee Davis and Haltiwanger,1992. Baldwin andtPic
(1995, Canada) and Broersma and Gautier (1997,eNatids) demonstrate that smaller manufacturingsfir
have higher net employment growth. Picot and Du@di9®8) show the same result for the Canadian ecgriom
common. Thus, although the studies may find difierates, smaller and younger firms tend to haghér net
employment growth rates. Therefore, the net inpuemployment creation will be higher for entreprase
relative to their own size.
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The downbeat connection between firm growth and 8z age) that is found in three categories adie8) each
having specific drawbacks (and compensation), isistent with abundant earlier empirical studiesfalct, as
Parker puts it more broadly (1994, p. 215) “Whilany incongruent results have been published, onbeof
most important and widely verified is the followingirm growth rates are decreasing in firm size agfirms
of the same age; and are decreasing in firm age@rions of the same size.”.” The upper panel obl€a3.1
shows the explicit results.
The bottom panel of Table 3.1 show that workeallocation is elevated in entrepreneuriaing$ (Burgess
et al., 2000) and small firms have relatively ingivé growth rates over time (Burgess et al., 20G%er,
1996). We conclude that employment dynamics argefain entrepreneurial firms. This conclusion is
supported by the ‘Davis and Haltiwanger neeththat generates a measure of the empldymen
dynamics of a size class, i.e. the ‘jobllogation rate’, the sum of the employmeneation and
destruction rates. Young and small firms dbaote relatively much (little) to employmemtynamics
(security), see Davis and Haltiwanger (1992); Datisl. (1996), Baldwin and Picot (1995), Broersamal
Gautier (1997) and Picot and Dupuy (1998) for supipg for various countries, sectors and time qesi

Table 3.1: Evidence of the Relative ContributiorEotrepreneurs to the Quantity of Employment

Study Journal| Sample Aspectof Entrepreneur Mainfinding Firm Effed
Employment definition entry/ *
exit
EmploymentGeneration
Fritsch SB 75 Western JRegionaIempl. newfirmstartper (iJHigherstart-uprateslegsidirect empl. Yes +/
(1997) Germanregionsggrowth in 1 1000 creation. -
(‘86-'89) year empl.; (i) stock Mid term consequence negative
growthin 1 of firms todirectempl.Creation.effect
year negative
Folster SB 24Swedish Regionalempl. Regionalself- Self-empl.leadsto higher Yes +
(2000) regions rates empl. rate empl. rates
(“76-'95)
Baldwin SB Canadian mnf | Empl. shares Empl. share of | Growth of empl. share Yes +
(1998) plants (‘73-'92) size classes larger for small size class
(employees)
Johansson | SB Industry empl. Industry av. Greater av. firm size Yes +
(2005) 26 Swedish IT | growth firm size reduces ind. empl. growth
industries (‘94- (employees)
‘98)
Shaffer SB 2038 US regionsRegional empl. Regional av. Greater av. firm size Yes +
(2006) ('82-'87) growth firm size reduces regional empl.
(employees) growth
Mueller et al| SB Yes +
(2007) 59 UK regional| Regional empl. New firm start- Greater start-up rates lead
Firm startug growth in 2 ups per 1000 to empl. creation, directly
rates years empl. and indirectly, in the long run
(‘81-'03)
Acs & SB 320 US regiong Regional empl. New firm start- Yes +
Mueller ('90-'03) growth in 3 ups per 1000
(2007) years empl.
Fritsch & SB 74 German Regional empl. New firm start- Yes +
Mueller regions (‘83-'02) growth in 2 ups per 1000
(2007) years empl.
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Baptista et al.| SB 30 Portuguese Regional empl. New firm start- Yes +
(2007) regions (‘82-'02) growth in 2 ups per (i) 1000
years empl.; (i) stock d
firms
Van Stel & SB 40 Dutch regions Regional empl. New firm start- Yes +
Suddle (2007 ('88-'02) growth in 3 ups per 1000
vinare lahar vinar
Carree and | SB 21 OECD National empl. Changes in Yes +
Thurik (2007) countries (‘72-'02) growth ownership rates
Calvo (2006) | SB 967 Spanish mnf Firm growth Firm size Smaller firms grow No +
firms (‘90-'00) (Gibrat’s Law) (employees) faster
Konings SB 1800 UK plants Firm growth Firm size Smaller plants gro No +
(1995) ('80,’84 & '90) (Gibrat's Law) (employees) faster
Oliveiraetal | SB 7653 Portuguese Firm growth Firm size Smaller firms gro No +
(2006) mnf firms (‘90- (Gibrat’s Law) (employees) faster
Hart and Ec 50441 UK firms Firm growth Firm size Smaller firms gro No +
Oulton A (‘89-93) (Gibrat’s Law) (employees) faster
EmploymentDynamics
Burgessetal. | Ec 26835USmnf Worker Firmsize Reallocationhigheri No
(2000) A andnon-mnf reallocation (employees) small
firms(‘85-'94) firms
Speedof empl. Firmsize Smallerfirmempl.gen  Yes
Lever(1996) Dutchmnf firms adjustment (employees)
SB (‘74-'86) morevolatile
¥
Overall Entrepreneutsavedigherbutmorevolatile,
contributionnoemploymengeneration

*Evidence is positive (+) if findings indicate thamtrepreneurial firms’ positive contribution idatvely large.
It is negative (-) if the opposite is found andeterminate (0) if the study does not show signifiadifferences
between entrepreneurs and their counterparts.

3.2. Compensation and Satisfaction Employees

All studies on ‘firm size wage differentials’ argwat a similar conclusion: Smaller and younger sippay their
employees lower wages. For example, Wunnava Eavidg (2000) find that in 1989, small U.S. firmslQ0
employees) pay their male employees 18% less ttierwise matching employees of medium sized firwigh(
101-499 employees) and 27% less than large firfe8d-employees).

The wage first-rate earned by employees langer firms has three observed causesrst, F
entrepreneurs take up individuals with lower leva@iswuman capital in requisites of education anpegience
(Troske, 1999 and Winter-Ebmer and Zweimuller99)9 Second, entrepreneurs tender lower proceetti®se
individual characteristics (Oosterbeek and Van rd®95). Finally, entrepreneurs run firms in whitte
capital-skill complementarily is lower (Troske, B99Workers working in more capital intensive firee paid
higher wages and larger firms are more capitaicentrated than smaller firms. On top hefdifference
in wages between smaller and larger firmat tkan be explained by these factors, axplizable
dissimilarity in wages residue. As Troske 99 summarizes: “However, none of the exgdiana can
fully account for the employer size-wage premiumm the end there remains a large, significang an
impenetrable premium paid to workers of large eygts.” (p. 15).Brown and Medoff (2003), who studiyrf
age wage differentials, give you an idea about thatpositive association between firm age and eyeg
wages even turns into a off-putting relationshigewttontrolling for worker heterogeneity. “The héglwages
paid by established firms are completely explaibgdhe observable characteristics of their worké#rgs not
just experience and tenure but also schoolinggegssibn, and other demographic characteristics 8gB).

Table 3.2 shows an general idea of the studn our sample on firm size (age) wagdEereéntials
with(out) controls for worker heterogeneityhel firm size wage differential does not fadeay but
becomes smaller when scheming for worker heterdtyenghereas the firm age wage differential evernsu
negative (for the largest part of the age distidn)tbased on one observation only.
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Table 3.2: Regression Results with and without €dlimig for Worker Heterogeneity (WH)

w/o WH w/ WH dditional Detail

StL [Rearessc B B ICountrn IPerioc | N
Brown and Medoff, 2003, p. 684. Dependent variabigwaae/hout
ae 010.022*** |-0.001 U.S.A 1992 1.06%
Ln(age 00.042** |-0.035**
\Winter-Ebmer and Zweimuller. 1999, p. 90. Dependent Végidm(waae
Size Class -4 ref. ref,  [Switzerlar [1991-199¢7.45:

Size Class-9  |0.046*** |-0.01(

Size Class 1-99 |0.095*** |0.025**
Size Class 10C [0.129*** |0.030***
Troske 1999, p. 19. Dependent variable: Ln(w
Log firm size 0.033*** |0.026™** |U.S.A. 198¢ 129,90:
Log plant siz_ [0.064*** |0.047***
rxxk kk +x and * denote significance levels 00.1%, 1%, 5%, and 10%, respectively.

Besides finding that large firms pay their workbigher take-home pay, Wunnava and Ewing (2000) ddsive
that the likelihood a given individual wilbbtain benefits, such as medical insurande, ihsurance,
maternity leave and retirement benefits increasitls firm size. Moreover, Cowling (2000) establishibsit
entrepreneurs use productivity-related-pay (PRBRgmes less frequently than the counterparts 96 .19ence,
it seems that entrepreneurs are less likely tor @ffeployees other forms of compensation. Winter-&brand
Zweimuller (1999) infer job satisfaction level®ifin actions taken by employees in Switzerland: hanjob-
search (for alternative employment) and actolalghanges. Both activities are undertaken lesgmently by
employees of larger firms (p. 92) and the authoretude that employees of smaller firms must be $edisfied
with their job.In contrast, Frey and Benz (2003hovwscan actual scores on a job satisfaction questice, find
that employees of smaller German, British, and $iisns have higher average job satisfaction sctran
employees of larger firm in consistency with thedings by Clark and Oswald (1996) for U.K. doyges.
The mean satisfaction scores for small (<25 em@syemedium (25-199), and large (>199) firms are
appreciably different and show that employeésthe smallest firms are more satisfiedtif@rmore, the
percentage of workers reporting to be ‘very safis highest in the smallest firms. These thteeiss reflect
ambiguity .Based on these two direct measures a&hra conclusion that satisfaction level of the leyges in
the entrepreneurial firms is higher. However thiscontradictory to the results o indirectly measgrjob
satisfaction. All these studies relate to Europe.

In comparison to counterparts as shown in the tablew entrepreneurs offer meager packages anditsette
the work force. So quality standards are ignore@yepreneurs than counterparts and that is bethay hire
less skillful workforce with much level of competées. But still job satisfaction in smaller entrepeurial firms
is higher which needs to be investigated.
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Table 3.3: Evidence of the Relative ContributiorEotrepreneurs to the Quality of Employment

Study JournalSample (individuals) feature of Entrepreneur Main result Evid
Employment definition lence
Wunnava & |SB 3625 US (‘89) Wages Size classes Small firms pay lesser wages
Ewing (2000) (employees)
\Winter & IAA 7453 Swiss ('91-'96) Wages Size classes Small firms pay inferior wages E
Zweimuller (employees)
(1999)
Troske A 129901 US (‘89) Wages Firm and Small firms and -
(1999) establishment size |establishment pay lower
(employees) wages
Brown & A 1067 US ('92) Wages Firm age Younger firms payten -
Medoff wages
(2003)
Oosterbeek  [SB 569 Dutch (‘83) Wages Size classes Small firms pay lesser wages
& Van Praag (employees)
(1995)
Wunnava & |SB 3625 US (‘89) Benefits Size classes Small firms offer less payback
Ewing (2000) (employees)
Cowling SB 15800 across EU15 Productivity- Size classes Small firms offer less PRP E
(2001) ('96) related-pay (PRP) |(employees)
\Winter & IAA 7453 Swiss ('91-'96) On the job search [Size classes Small firm employees less -
Zweimuller land turnover (employees) contented
(1999)
Frey & Benz WP |28392 in Switzerland, [Satisfaction at Job Size classes Small firm employees more +
(2003) U.K and Western (employees) fulfilled
Germany (‘84-‘00)**
Clark & A 5195 UK ('91) satisfaction at Job Size classes Small firm employees more +
Oswald (employees) satisfied
(1996)
Overall Entrepreneurs pay lower wages, but, neelsis, their employees appear to be more satisfied -

*Evidence is positive (+) if conclusion point otiiat entrepreneurial firms’ input is relatively lardt is negative
(-) if the opposite is found and indeterminateif@pe study does not show momentous differencéwdsn the
giving of entrepreneurs and their counterpartsa¢turate numbers of individuals and years obseveeg for
every country for Frey and Benz (2003).

3.3. Contributions to Employment summarized

The studies on the generation of serviemd employment dynamics in general illustrathat
entrepreneurial  firms grow, proportionately, ormrapidly than other firms. Moreover, in thmgd run,
entrepreneurial firms generate encouraging extitiemleading to more employment, also in other,, iolder,
larger and serving firms. Although entrepreneuesaattr more jobs, the jobs they create are lessqedtelue to
elevated unpredictability and higher probabilitigfsfirm termination. Furthermore, entrepreneurseoftheir
employees lower compensation levels than thesepemsould take home if they were in employmentdrgé
firms. Moreover, employees in non-entrepreneuriaing obtain supplementary settlements and are more
frequently rewarded on a performance related bhigigertheless, employees in entrepreneurial firrakhReugh
they earn less and face higher risks of losing flodi — are more satisfied with their jobs than &ypes in the
control group of firms. Future research might expkome of the remaining puzzles.

4.Contributionsto Innovation

4.1. The Quantity and Quality of Innovations

To enumerate a firm’s innovativeness, researchave focused on three measures that we discusdhat w
follows. The first is the firm’'s Research and D@prhent (R&D) expenditures. Second, the numberatémis
created, and third, the number of new product®ohnrologieslaunched. The dimension of quality isneacted
to patent illustration rates, and the (instincyehssessed significance of new products/technedolg&D
expenditures are considered an contribution foowations. And since “It is said that industrial R&Ehiefly,
basic research, tends to be less industrial tharsalcially optimal level” (Koga, 2005, p. 53), higHevels of
R&D expenditure are considered valuable. Castangl.e(2005) contrast the mean R&D expenditure per
employee of large and small Spanish firms (cutgdint at 200 employees) and find that large firnaseh
allocated around 2.5 times more resources to R&D gmall firms (in 1990 and 1994). In contrast, aktis
(1997) finds identical levels of R&D expenditurer pemployee for the largest part of the Swiss finzes
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distribution. Based on these two studies, we gdy conclude that entrepreneurs devote no moreuress per
employee to R&D than the control group. However,nYaand Huang (2005) find evidence that R&D
expenditures provoke higher growth rates for siiafis (in the Taiwan electronics sector). This wbehtail
that each dollar spent on R&D in a small firm isreoostly than a dollar spent in a large firm.Peteare used
as a stand-in for a firm's level of innadeas. There is convincing evidence that entrepreneroduce
fewer patents than their counterparts. Almeida Eodut (1997) and Sgrensen and Stuart (2000) fudh s
evidence by exploring for the U.S. semiconductod #&iotech industries. The gauge of innovation tisat
connected to new products and technologies is wibsh quantified based on one-sided answers from-fi
managers as to whether they have introduced a nedugt or technology. So far, studies have exarfiings
from the manufacturing sector only. Love and Askit899) find that the amount of innovations inges with
plant size in Scottish plants. Huergo andJauman@®04) show that the probability that a Spanigimfi
introduces a product or process innovation is higtelarge firms (more than 500 workers) than drfiahs (20

or fewer workers). The difference is 37 percentpgits for route innovations and 27 percentage tpdior
product innovations. They find the same genus filfsifon between the probability of innovating afidn age.
The result that larger firms (are more likely ta)nlg in more innovations is not prominent: Largems may
merely have more product lines to improve upon. d.and Ashcroft (1999) use a second measure of
innovativeness, i.e. innovations per employee, famdl that this determine actually decreases witmfsize.
Hence “smaller plants are indeed more ‘innovatitensive’ than their larger counterparts”(Love @wshcroft,
1999, p. 107).13 In other words, they produce iations more efficiently.One study distinguisheswasn
mere product improvement and fundamentally new pets] i.e. Acs and Gifford (1996, US) and findsttha
larger firms introduce more radically new produeis.a small part of total product innovations.

Arvanitis (1997) uses firm-managers’ one-sided sssent of the magnitude of their firm’s innovateeds to
weigh quality. Smaller firms turn out to assessrtben innovative behavior as a less important dbator to
economic value creation. A more objective meastiguality is patent citations (corrected for sethtions). If

a patent is cited more often, it is reasonablesgume that the primary product has given rise teerpatents
and innovations. Sgrensen and Stuart (2000) fiatl ith the semiconductor industry the time betweatemt
citations made by other firms than the patent hoiderease with firm age. However, they do not fenddence
of this (or any other) relationship between firmesand records in the biotech industry.

Based on somewhat uncertain results we concludéoaaly as follows. Entrepreneurs invest no more in
innovation than their counterparts and they marufacfewer innovations. However, the quality of ithe
innovations may be higher and these innovationgapfp be shaped more efficiently. If anythingstbéction
shows a shortcoming in analyzing innovativenesachmarking the number of innovations against tae sif
the firm is not common.

4.2. The Commercialization of Innovations

Two measures of commercialization are used: fiteg probability of) sales from innovations in gealeand
second, (the probability of) gain sales given sapecific innovation. Using the first measure, Breuand
Kleinknecht (1996) conducted two analyses, botletdas Dutch firm data from the early nineties. Ga basis
of the first analysis they reach conclusion thagda firms are more likely than smaller firms tovhaales from
innovative products. The second analysis reacheeddhclusion that smaller firms in the service @edb better
than larger firms based on the share of their wafds realized with innovative products, “giveatth firm has
some sales of innovative products” (p. 196). Howe¥er firms in the manufacturing sector, they find
noteworthy firm size effect. Thus, entrepreneurthaservice sector are less likely to have sates fnnovative
products, but if they do have such sales, thegtive a higher fraction of their total sales frdmyde innovative
products. Hence, this is weak evidence in favoemfepreneurs who are relatively good at commezaigl
their innovations. Czarnitzki and Kraft (2004) geize this latter result based on a sample ofSimith and
without any sales from innovative products in sef#mopean countries: the share of sales from inimms is
higher for smaller firms. The second measure of oencialization, i.e. the generation of sales witgieen
innovation, is analyzed by Lowe and Ziedonis (2086) Dechenaux et al. (2003). The first study fitics
“Start-ups and established firms are uniformly ljkéo commercialize inventions generated by the esam
university department” (p. 180), whereas the seaindy concludes that start-ups realize a firs fadter than
incumbent firms. Hence, if anything, the likelihoofirealizing sales from a university inventionhigher for
entrepreneurs than for their counterparts. Moreoer fee revenues received by the university fetant-ups
are higher than royalties received from establistigds, suggesting “start-ups outperform establisfiems”
(Lowe and Ziedonis,2006, p. 182). On the other hastart-ups persist to pursue unproductive
commercializations longer than established firmgigesting start-ups destroy more value. In sumhaye the
following observations: The likelihood of turningniovations into sales is lower for entrepreneursgreas their
share of sales from innovations — as a fractiortotdl sales — in general is higher than for othiend.
Entrepreneurs are also more likely to generatessatel higher levels of royalty from a given (ungigy)
invention. However, entrepreneurs were found totrdgsmore value through prolonging unsuccessful
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commercialization strategies. Thus, the level ofmowercialization of entrepreneurs can be concludete
comparatively high. Nevertheless, the economic fitené commercialization by entrepreneurs vis-a-their
counterparts depends on the swap between resowa@sout and value created by entrepreneurs ovér an
above that wasted and created by other firms wisicimexamined

4.3. The Adoption of Innovations

The type of innovations attained by firms havingtén the limelight recently is ICT-related techomiks.
Chandrashekaran and Sinha (1995) explore the voamdetiming of ‘adopting’ personal computers (PG¥g)
3,236 U.S. firms in 1978-1984. They find that fipstrchases are made earlier by smaller firms, velselarger
firms buy, obviously, larger volumes.BarNir et £&003) survey 150 U.S. magazine publishing firm2@91
and find that older firms use the Internet morej@iently for specific business purposes, e.g. coniration
with customers (see p.802). However, the differdreteveen firms of different ages, though significasmsmall.
Lucchetti and Sterlacchini (2004) do not find detiénce across firm sizes in the use of Interndtemail by
nonproduction workforce in Italy, both for geneagiplications and as a marketing tool. However,daf@gms
use more complicated ICT, e.g. Intranet or dataessr more frequently than small firms (in the y2800).In
sum, smaller firms were found to adopt ICT-produsdslier than large firms, but its volume and useyrbe
independent of firm size. Small firms are lessimad to adopting high-cost innovations, such aa-datvers
whereas the counterparts may. Thus, entreprenewdscaunterparts are equally likely to adopt lowtcos
innovations.

4.4. General Summary of the Contributions to Inniova

Table 4.1 shows the rather composite fallout peirigito the input of entrepreneurs in provisionsnoiovation.
Entrepreneurs invest no more in innovation tharir tbeunterparts and they produce fewer innovatidree
quality of their innovations might be higher an@gh innovations seem to be produced more compgtéast!
entrepreneurs produce more patents per employee theg are cited more often. Regarding the
commercialization of innovations, the levels ardatreely high for entrepreneurs (in terms of tharghin sales).
Nevertheless, the relative benefit of commerciditiraby entrepreneur’s vis-a-vis their counterpats not
clear yet. Furthermore, entrepreneurs and courrterpee equally likely to adopt low cost innovaspmwhereas
the counterparts are more likely to adopt highest donovations. To conclude, entrepreneurs andr thei
counterparts add equally prominently to the innivestess of societies. However, they serve diffegaatls in
terms of quality, quantity and efficiency, as wal in terms of producing (and adopting) more rddjaad
higher cost) innovations. It might be appealingndte that our results are not in opposition to ltesabtained at
the country level. Based on a panel of 36 count¥¥ennekers et al. (2005) illustrate that the dati@n
between the extent of entrepreneurial activity incaintry and a country’s innovative capacity (“aiety’s
potential to produce a stream of commercially appade innovations”, p. 297) is positive for morevedloped
countries such as the U.S. and Europe. Likewisa, #&wd Varga (2005) find a positive relationshipwisstn
entrepreneurial activity and technological adaptatibserved overall in the European Union.
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Table 4.1: Evidence of the Relative ContributiorEotrepreneurs to Innovation

Study Journal [Sample Measure of Entrepreneur Main finding Evide
Status Innovation definition nce*
Quantity of Innovations (4.1)
Castany et al. WP |Spanish mnf firms, R&D Firm size Small firms allot less to -
(2005) 523 in '90; 668 in 94  expense/ (employees) R&D
employee
Arvanitis (1997) SB 564 Swiss mnf firms [R&D Firm size decrease with fir +
(‘93) expense/ (employees) dimension
employee
IAlmeida & Kogut  |SB 40 US semicond. Patents Entrant Entrants manufacture feyer -
(1997) firms (‘90) patents
Sgrensen & Stuart M 387 U.S semicond Patenting Firm size (empl) [Time between patents -
(2000) biotech firms, 86-92  [frequency & age decreases with size & age
Love & Ashcroft SB 304 Scottish mnf New Plant size Increases with plant size -
(1999) plants (‘92) prod./techn. (employees)
Huergo & SB 2,356 Spanish mnf  [New Firm size P(introduction) higher -
Jaumandreu (2004) firms (*91-'98) prod./techn. (employees) for larger and older firms
Love & Ashcroft SB 304 Scottish mnf New prod Plant size # per employee decreases  +
(1999) plants (‘92) techn. per (employees) with plant size
employee
IAcs & Gifford SB 632 US firms (‘82) % radical Firm size Measure increases with -
(1996) innovations (employees) firm size
Quality of Innovations (4.1)
Arvanitis (1997) SB 564 Swiss mnf firms [Importance of  [Firm size Measure decreases with -
(‘93) innovations (employees) firm size
Sgrensen & Stuart [MJ 387 U.S semicond Patent Firm size (empl.) [Time between patent +
(2000) and bio firms ('86- citations & age citations increases with s
'92) & age, in semicond ind.
Commercialization of Innovations (4.2)
P(sales with Firm size Increases with firm size -
Brouwer &SB 3784 Dutch ('92) innovations) (employees)
Kleinknecht ("96) mnf/service firms
Share of sales |Firm size Decreases with firm size +
from inn. (employees)
Czarnitzki & Kraft |SB 474 firms (97-99, 7 |% sales from Firm size Measure decreases with +
(2004) EU countries, 5ind) [innovations (employees) firm size
Lowe & Ziedonis M 734 university P(sales given  [Entrant Measure equal for 0
(2006) inventions (81-99) innovation) lentrants and incumbents
Lowe & Ziedonis M 734 university Generated Entrant Entrants generate more +
(2006) inventions (81-99) royalties royalties
Dechenaux etal. |SB 805 university Time until first  [Entrant Entrants make first sale +
(2003) inventions (80-96) sale with invention faster
IAdoption of Innovations (4.3)
Chandrashekaran |A 3236 US firms (‘78-  [Time/volume Firm size Smaller firm adopts +/-
& Sinha (1995) '84) PC-adoption (employees) quicker but lower volume
BarNir et al. SB 150 US publishing Use of internet | Age Older firms use Internet 0
(2003) firms (‘01) a little more
Lucchetti & SB 168 ltalian mnf firms  [Use of Firm size Measure not related to 0
Sterlacchini (2004) (‘00) internet/e-mail |(employees) firm size
Lucchetti & SB 168 ltalian mnf firms  [Use of high- Firm size Use of high-cost ICT -
Sterlacchini (2004) (‘00) cost ICT (employees) increases with size
Overall Entrepreneurs contribute equally importatdlinnovation but through different aspects 0

*Evidence is positive (+) if findings indicate thanhtrepreneurial firms’ contribution is relativelgrge. It is
negative (-) if the opposite is found and indeteate (0) if the study does not show sigaifit differences
between the contribution of entrepreneurs anid doeinterparts.

5. Contributionsto Productivity and Growth

The contributions of entrepreneurs to productivatyd growth are measured by their relative contidiouto
components of GDP, i.e. total value added, andrlalmal factor productivity. A distinction is madetleen
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contributions to the level of GDP (Section 5.1) éimel growth of GDP (Section 5.2).

5.1. Levels of Value Added and Productivity

A straight measure of contributions to a countt@BP is a firm's value added, since GDP is the stirthe
amount of value added per firm, summated over iaths The second main indicator is related to the
effectiveness of production or the contribution &DP per worker, i.e. labor productivity. Total fact
productivity (TFP) is used as the final pointer.idt often referred to as the ‘residual’ or the gador of
“technical progress” and is defined as output pétraf capital and labor combined.

The relationship between entrepreneurship and desklalue extra (unlike growth of value added) basn
little studied and is not very insightful since waladded is a type of size measure. Thus, theilootiém of
entrepreneurial firms (often small) to value adeéldl be lower than for other firms.The majority tife studies
with respect to the value of labor productivity shilat entrepreneurs have lower — or, at leashigloer values
of labor output — than their counterparts. Disnegle(2003) is the only study providing evidenbattthe labor
productivity of entrepreneurial firms is relativilygh: UK manufacturing establishment younger tharmar, i.e.
entrants, have an average annual labor produc{@iiput per person hour) that is 2.4 percent highan for
incumbent establishments, and 5 percent higher fitraexiting establishments.On the opposite, Braueteal.
(2005, Netherlands) relate Dutch manufacturing $irmalue added and gross output to the cost ofrlabd find
that both ratios augment with firm size. Thus, epteneurs appear to have lower average levelsbafr la
productivity than their counterparts. Foster e{2006, US,retail trade sector) contrast labor potigity levels
of entrants, incumbents and exiting firms. Thesutes show that exiting establishments are far jeductive
than entering establishments, and entering andmibeuat establishments have similar productivity leve
However, due to a major reorganization trend insbetor and period studied, “Among entering esthbtients,
the establishments associated with a national chave a very large productivity advantage relativesingle
unit incumbents” (p. 754)and single unit entrafteerefore, national chains are likely to drive tinerage
productivity of entrants up to a point where thisup’s productivity is insignificantly differentdm incumbent
firms. Thus, although Foster et al. do not exantim® truly entrepreneurial entrants may be lesslpctive than
the other firms. Finally, Jensen et al. (2001) aekedge several difficulties obscuring a contrdgtroductivity
levels across plants of different ages. In faotrehare three different effects on productivitypéents grow
older. The first is the positive age or experiemcgcome, i.e. older plants are more productive ttu¢he
management accumulating experience, gains fromilegaby doing, or the achievement of economiescafes
Second, older plants are more productive due taivalr Samples of young plants include potentiaiving as
well as potential failing plants, whereas sampleslder plants are self-selected based on perfocemarence,
the selection effect based on survival biases ¢kealts from a comparison of the productivity of ggar and
older plants in favor of older plants. Third, thésea possibly offsetting off-putting ‘vintage’ efft: The best-
practice technologies are in material form in nepital, i.e. start-up plants. Hence, younger plamta given
year embody more productive technologies. Theyindjatsh these three effects empirically and findtthll
three are sizeable. First, age has a positive teffleqroductivity, i.e. surviving plants improveeth relative
standing in the productivity delivery as they a§econd, selection matters. “Recent entrants shodugtivity
levels below industry averages, but this is larghlg to a large number of small, low-productivitargs that
subsequently fail. Rapid failure of these plants/és behind larger, high-productivity survivors” §32). Third,
vintage matters: “Newplants embody better productexhnology and, even after controlling for lalomlity
and capital intensity, show higher productivityihdo earlier associates of entrants” (p. 332). makegether,
the effects entail a relatively low contribution yéunger firms to labor productivity: Productivitgcreases
significantly with plant age. However, once the lgyaf labor (using the cohort of entrants’ avezagages per
hour worked as a proxy) and capital concentrati@encantrolled for, productivity differentials wittespect to
age become immaterial. This implies that the diff¢ials between older and younger plants may bealokler
plants employing advanced quality labor or havimghbr capital intensity. The conclusion might pgrhde
generalized to explaining the results by Brouweale{2005) that show that bigger (instead of dldems are
more productive than smaller (instead of youngems. Jensen et al. (2001) confirm the implicieievance of
whether plant age or plant size is studied. Thelteslescribed, pertaining mostly to manufacturfings in
various countries and time periods, are rather dhixmit mostly not in support of relatively high & of
entrepreneurs’ labor output.Total Factor Produisti{ir FP) has been considered an important ingrédiém
firm’s or nation’s production purpose ever sincdo®0(1957) introduced the concept as an indicafothe
effect of technical change on productivity and &elr of economic growth. It is the multiplier A ithe
production function, here shown in Cobb-Douglasrfarith two inputs, i.e. capital input (K) and labiaput

(L):

Y =AxK*x["*

The level of A is a measure of the efficiency o tise of production factors, whereas the chandeimrr time
measures efficiency changes. Experiential studiesthe differences between entrepreneurial and non-
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entrepreneurial firms with respect to TFP delivaclear results. Disney et al. (2003) find that @nts have
higher average TFP levels than incumbents andhegxéstablishments, i.e. 3.9% and 9.4%respectigdgtany
et al. (2005, Spain) show that the mean TFP lesklarge (older) firms are(slightly) notably hightlran of
small (younger) firms. The differences betweenrdmults of Disney et al. in favor of young firmsdathese of
Castany et al. (2005) in favor of larger and ofiitlens can possibly be traced back to the fact @edtany et al.
exclude firms with fewer than 10 employees. Singgamts start out small, Castany et al. could rexauded
the firms Disney et al. found to be most productBeuwer et al. (2005, Netherlands, manufacturcay)firm

the results by Castany et al.Moreover, Nguyen agel (2002, US, manufacturing) find that the retumseale
with respect to multiple factors is identical armhstant for all size classes. Hence, their workpsuis “the

proposition that small establishments are as efiices huge establishment” (p. 48). We conclude Thé&

levels of entrepreneurs are not different fromawvdr than those of their counterparts. The conatuabout the
input to the levels of productivity of entrepreng@omparative to their counterparts, as indicatethbor and
total factor productivity, are not clear cut. Thexed results tend to indicate that entrepreneunge hao

advanced, and probably lower, levels of produgtitlitan their counterparts. Differences betweenepnémeurs
and their counterparts are insignificant (or atttébble to specific factors) in many cases. Tableshows an
overview of the results.

Table 5.1: confirmation of the Relative role of Emreneurs to Levels of Productivity

Study Journal Sample Measure of Value EntrepreneurMain finding Eviden
definition ce*
Labor Productivit
Brouwer etal. WP 4566 Dutch mnf value added/ wage bill [Firm size (wage [Size relates positively to
(2005) firms (‘99) IAND Gross output bill) labor prod.
'wage bill

Disney et al. A 142722 UK mnf  (Output/person hour Entrants: firms |Age relates negatively to +
(2003) establ (‘80-'92) < 1 year labor prod
Jensen et al. A 200000 US mnf  |Value added/hours Plant age Age relates pos. to labor -/0
(2001) plants (‘63-'92)  |worked prod. (unless controlled f{

labor quality and capit

intensity
Foster et al. A 1,5m US retail Output/hours worked Entrant: plants|  Prod. simitar f -/0
(2006) establ ('87-'97) incumbents and entrants

(chains)
[Total Factor Productivity
Disney et al. A 142722 UK mnf  [Firm TFP level Entrants: IAge relates negatively with +
(2003) establ (‘80-'92) establishments |TFP

< 1year
Castany etal. WP Spanish mnf Firm TFP level Firm size Small and young firms
(2005) firms (523 in 90, (small is 10-200 |have lower TFP levels
668 in 94) empl) and Age

Brouwer etal. WP 4566 Dutch mnf |(Value added)/ (cost  |Firm size (wage [Size relates positively to
(2005) firms (‘99) of factor inputs) bill) alue
Nguyen & Let  |SB 10318 US mnf Elasticity of output to  [Plant size No relation with siz 0
(2002) plants ('91) all factor inputs (employees)
Overall Entrepreneurs do not have higher proditgtievels than their counterparts -/0

*confirmation is positive (+) if findings indicatéhat entrepreneurial firms succor’ is relativelyge. It is

negative (-) if the opposite is found and indeteate (0) if the study does not show sigaifit differences
between the assistance of entrepreneurs andccthaiterparts.

One important point remains to be debated: Theiesugkamined in this section use two dissimilareobetion-

levels, i.e. individual firms and individual plafgstablishments, possibly leading to problems fariing and

reconciling from the results. That is, our obsdorat are gained from six unique studies of whialr fare based
on samples of individual plants and two of firmsh& observing plants, it is not clear whether ttantpis

operated by an entrepreneur, i.e. a single ownerager, or is a subsidiary of a larger, non-entnegueal firm.

Thus, studies perceiving plants produce resultsrttay not applicable to entrepreneurs. The twoistudt the
firm level that therefore applies to our definitiaf the entrepreneur find results that are notawof of a

relatively large assistance of entrepreneurs tty®ne of the plant-observing studies, i.e. Fosteal. (2006),
allows a peculiarity amid single unit plants/esistirhents, and plants/establishments belonging targer

group, where the former obviously has close sintyldo our notion of entrepreneurs. They find ttiad higher
levels of labor productivity associated with entsaare mainly caused by the group of entrantskibhing to a
chain in the retail trade sector studied. Hencesetaon this result we could ultimately degraderedults

pertaining to analyses at the establishment I&edugh, the study by Foster et al. (2006) perttnthe retail
trade sector, whereas the most commonly studigdrsiecthis area is the manufacturing sector wiodsi@ns are
not as dominant in general and not among entrargaiticular.

5.2. Growth of Value Added and Productivity
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In general, researchers have shown more interetiteirexamination of the enlargement of value adaled
productivity than in the analysis of their leveSrowth of value added has been studied at the f&wel
(Brouwer et al., 2005; Rodriquez et al., 2005) amdnore aggregated levels (Baldwin, 1998; Carr€@22
Robbins et al., 2000; Carree and Thurik,2007). By krge, the results show that the entreprenguosith of
value added is relatively high. At the firm levBtouwer et al. (2005) show that the growth rategraductivity,
in terms of output and value added relative tocists of the factors of production, decrease with §ize, i.e.,
smaller firms have advanced efficiency growth rafRRedriguez et al. (2003, Spanish Canary Islands)the
framework of Gibrat's Law and corroborate this tesBased on aggregated data, Baldwin (1998, Canada
manufacturing) shows increasing shipment sharahefsmallest size class at the cost of those gkfasize
classes. Hence, economic activity has been shifiedrds small firms (possibly without any actuabwgth of
total shipment value, i.e. GDP).Whether the effgicsuch a change is positive in terms of econonailues
added, depends on the relative performance of smeadus large firms and the performance improvermént
large firms due to the improved competitivenesa asnsequence of more small firm commotion. Audiett
al. (2002) have studied the liaison between siasscthares and economic growth and undeniablyafimabitive
effect of a larger small size class. Robbins et(2000) present direct support of the comparativialge
contribution of entrepreneurial firms to value addgowth, also based on aggregated data and adeguat
possible spillovers between large and small firBg. affecting productivity growth positively, the siffest
businesses provide a relatively large indirect tbution to the growth of a state’s value addedCE8ree (2002)
supports this result by showing that increasesiigd firm employment shares lead to lower valuesddddex
changes. Thus, “on average, a shift towards snmatk thas led to increased growth” (p. 248). Carmed
Thurik(2007) relate the growth of the number ofibass owners as a percentage of the labor for@eatmnal)
GDP growth. They establish that the initial effeatGDP growth of a higher business possessiorig@esitive
and there is no significant evidence of businessarship having an indirect effect later on. Thurepreneurs’
production value grows relatively fast in contrasthe control group according to all six studisese explicit
results have been found while using a definitiontled entrepreneur based on firm size or new busines
formation and based on micro as well as macro datsre the latter incorporate spillover effects of
entrepreneurial firms on their counterparts. Wébpect to labor productivity growth, the resultspaivotal on
six — largely the same — studies, are more mixduled studies are based on aggregated data (Balia$s;
Robbins et al., 2000; Carreeand Thurik, 2007), weherthree studies are based on micro-data, o dirm
level (Brouwer et al.,2005), and two at the essdistient level (Disney et al., 2003; Foster et &i06). Baldwin
(1998) shows indirect evidence that the entrepnexeelative labor productivity has shrunk durifg tperiod of
his study, implying that the growth in productivityas smaller than that of the control group. Batddoes not
include possible spillover effects of small firms karge firms in his results. Robbins et al. (208gamine the
relationship between the employment share of sminesses and a measure of labor productivity thrbwath
defined at the (U.S.) state level (and includinggilole spillover effects). Their result is opposdeBaldwin’s;
possibly due to large brim over effects. Carree Hmarik (2007) study to what extent and when,shert versus
long term, direct and indirect influences of nevsibess creation are rendered into increased lafooluptivity
growth. They find evidence of a direct immediatea(ginally significantly) positive effect. A longéerm effect
is insignificant. Based on micro-data, Brouwerle{2005) support the result that the productiafysmall firms
grows faster than of large firms. Disney et al.020molder industry-wide labor productivity growtbased on
individual establishment data — into 1) growth dige incumbent establishments increasing their labor
productivity, so called ‘inner restructuring’, a2yl growth due to the entry and exit of establishiwiene. the
sum of the hammering of labor productivity due stablishments exiting and the gain in labor prodgiigtdue
to entrants, the so called ‘external restructurimbgsney et al. find that effects 1) and 2) arehe@sponsible for
around 50% of industry-wide productivity growth.v@n that entrants are a small fraction of all d&himents
scrutinized, we infer that entrants have a relatilegh donation to labor productivity growth. Festet al.
(2006) find that “net entry accounts for nearly aflthe labor productivity growth in retail trade(fy. 757).
However, besides showing that establishments bilgrig large chains have the highest productigiels (see
Section 5.1.), Foster et al. show that “Much of tlomtribution of net entry to overall productiviggowth is
connected with the dislodgment of single-unit elisaiments by the entry of highly productive estsiihents
from national chains.” (p. 757).Hence, their evidermight not relate to our notion of an entreprendw
conclude, the evidence suggests, though not unambsly, that labor productivity growth is higher in
entrepreneurial firms than in other firms.21 Botihdées based on micro and macro data show thaffhet of
increased entrepreneurial activity engenders labaductivity growth. As in the previous sectiormeaark is in
order. Whereas one of the three micro studies ugingspecific data distinguishes entrepreneursnfimhers
based on firm size, two of the three studies disfish entrants from incumbents/exits and do so dase
analyses of establishments rather than firms. Hethmse entrants possibly belong to incumbent (ange
scale) chains. Both of the studies, i.e. Fosteale{2006) and Disney et al. (2003), acknowledgat the
contribution in productivity growth of entrants nisainly due to entering establishments of largerirgharlhis

256



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol6, No.14, 2014 ISTE

does not correspond to our notion of the entrepnene

The growth of Total Factor Productivity (TFP) repeats growth in manufacture due to a more efficiesat of
production factors. Three micro-studies have meabthre relative input of entrepreneurs to TFP ghowto of
these for the Spanish manufacturing sector. Callgjod Segarra (1999) show that both entry and rakits
supply positively to the growth of TFP in industri@and regions. This leads thus to the conclusiat th
entrepreneurial activity is related positively t6F growth. Castany et al. (2005) show that the traates of
TFP levels in Spanish manufacturing firms appeterasimilar for small and large firms. Their evide is
(only) based on descriptive data. Using more ade@rstatistical methods, Disney et al. find thaalelishment
entry (net of establishment exits) is responsiide 80% to 90% of industry-wide TFP growth. Thus,
entrepreneurs would have very high contributionsT#P growth. However, as was the case with labor
productivity, the effect of net entry is dominateyg establishment groups, contributing three timesento TFP
growth than single-unit establishments. We concthdé if anything, entrepreneurs contribute to Tféwth in
consistent ratios.

Based on the entire outcome described in this@gotve conclude that entrepreneurs experiencechigowth

in production value and labor productivity thanitleunterparts, see Table 5.2. The evidence fowtrin TFP
levels is meager. The results pertaining to studiksre the definition of the entrepreneur is a regoming
plant or establishment should be interpreted witlag vigilance since entrants can belong to exjstarge
chains and this group of entrants turns out to e&pee relatively high growth, but is not esseftial
entrepreneurial.
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Table 5.2: Evidence of the Relative ContributiorEotrepreneurs to Growth of Economic Value

Study Journal Sample Measure of Value Entrepreneur |Main finding Evidence*
definition
Growth of Value Added
Brouwer etal. WP 4566 Dutch mnf |(i) Value added; (ii) Firm size (wage [Size relates negatively to +
(2005) firms (‘99) \Value added/cost of  |bill) alue growth
factor inputs
Rodriguez et al. |SB 1092 Spanish \Value added Firm size Size relates negatively to +
(2003) firms (‘90-'96) (employees) \value growth
Baldwin (1998) | SB Canadian mnf  [Shipment shares Firm size classegSmall firms relative +/0
plants (‘73-'92) (empl.) shipment share increased
Robbins etal. [|SB 48 US states (‘86- [Gross state product Empl. share of GSP growth indirectly +
(2000) '95) growth (i) firms< 20 related positively to small
lempl. and (ii) firm share only if small
firms< 500 empl. |defined as <20 empl
Carree (2002) SB 26 mnf industriesChange in value added |(inverse) change |A shift towards small firms +
5 countries index ‘77-'90 in large firm leads to increased growth
(+500) share of
empl
Carree & SB 21 OECD National GDP growt Changes in Higher start-up rates lead +
Thurik (2007) countries (‘72- business ownershto direct GDP growth, n
'02) rates indirect in the long run
Growth of Labor Productivity
Baldwin (1998) |SB Canadian mnf  [Shipment share/ Firm size classes |Relative labor prod. has -/0
plants (‘73-'92) employment share (empl) decreased for small plants
Robbins et al. SB 48 US states (‘86- |Gross state Empl share of (i) [Labor prod. is related +
(2000) '95) product/empl. firms< 20 empl.  |positively to small firm
and (ii) firms< share if small is <20 empl
500 empl.
Brouwer etal. WP 4566 Dutch mnf |Value added/wage bill [Firm size (wage [Size relates negatively to +
(2005) firms (‘99) IAND Gross bill) prod. growth
output/wage bill
Disney et al. A 142722 UK mnf  [Output/person hour Entrants: plants [Entrants have a large effect +
(2003) establ (‘80-'92) < 1year on industry-wide labor
prod. growth
Foster et al. A 1,5m US retail Output/hour worked Entrants Entrants (together with -/0
(2006) establ (‘87-'97) lexiting establ.) have a large
effect on labor prod.growth
Carree & SB 21 OECD National GDF Changes in Higher start-up rates lead +
Thurik (2007) countries (‘72- growth/labor business to direct labor prod.
'02) ownership rates  [growth, not indirectly in
the long run
Growth of Total Factor Productivity (5.2.3)
Disney et al. A 142722 UK mnf  [Firm TFP / industry Entrants: firms < |Entrants affect industry- +
(2003) establ (‘80-'92) wide TFP growth 1 year \wide TFP growth pos.
Castany et al. WP Spanish mnf Firm TFP level Firm size (small [Small and large firms have 0
(2005) firms, 523 in 90, is 10-200 emp)  [similar TFP growth
668 in 94 and Age
Callejon & SB 13 Spanish mnf  [Industry/region/year  |Firm entry and Firm entry and exit related +
Segarra (1999) ind. in 17 regions [TFP level exit rates positively with TFP growth
('80-'92)
Overall Entrepreneurs contribute more than theimeerparts to growth of value added and produgtivi +

*Evidence is positive (+) if findings indicate thanhtrepreneurial firms’ contribution is relativelgrge. It is
negative (-) if the opposite is found and indeteate (0) if the study does not show sigaift differences
between the contribution of entrepreneurs and tleeinterparts.

6. Utility

This section will deal with whether individualsyvgh their individual characteristics, are betterhing self-
employed or an business owner (i.e., entreprendghes) being wage-workers. ‘Better off’ is understoams
having a superior utility level, and the indicatarsed are remuneration levels (Section 6.1), renatioa
inequality and volatility (6.2) and job satisfacti¢5.3).
6.1. Remuneration Levels
An perceptive contrast of the levels of ‘incomeg’eatrepreneurs relative to employees requiresirtpalith
various measurement issues (see Parker, 2004 4p}6)1 Three different measures of entreprenenmes
are compared to employees’ incomes: (i) net prdfi}; a periodic wealth transfer from the firm tbet
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entrepreneur, much like a regular wage, labeledwrand (iii) draw plus changes in the firm's dguvalue
(Hamilton, 2000). However, just comparing mean lgewoes not suffice, as the distribution of entemgurs’
incomes is very different from the distributionehployees’ incomes. The variance is larger andligteibution

is more slanted, see below. Due to the occurreh@®me ‘superstar ‘entrepreneurs, “mean earningg mod
characterize the self-employment returns of theonitgj of business owners.” (Hamilton, 2000, p. 605)
Therefore, comparisons based on averages are tixglyoduce diverse results from those based oriamgar
other quintiles of the income distribution. Anothesue, which has not been addressed much, bubders
widely recognized, is that entrepreneurs’incoméstire to those of employees may be under-estimdtedto
underreporting (Feldman andSlemrod, 2007; Parkg®4Por overestimated due to omitting negative mes
from empirical studies(Van der Sluis and Van Pr&f)7).Hamilton (2000) is, in fact, the only stuidyour
sample that analyzes the income differentials betwentrepreneurs and wage employees very systethatic
(for the three different measures of entrepreneiné@mme, as well as for various quintiles of thaistributions)
for a broad sample of theU.S. male population. fdsilts show that entrepreneurs have lower medizonies
than employees, i.e. that entrepreneurs “have logtér initial earnings and lower earnings growthrthin paid
employment, implying a median earnings differentiB5 percent for individuals in business for Hass.” (p.
604).The differences are smaller (or even of thgosjie sign, dependent on the definition of enwapurial
income) when average income levels are comparegl n€bative relative income for entrepreneurs ipsupd
by the more recent findings of Kawaguchi (2002)miton shows convincingly that the differential can be
explained by the selection of low-ability employaeto self-employment and is similar for three aitgive
measures of self-employment earnings and acrossstinels. On average, entrepreneurs would benefih fr
higher incomes and higher growth rates of theioines had they switched to employment. The uppetitpuaf
the entrepreneurs’ income distribution forms theegtion. “Overall, it appears that many workerswiléng to
enter and remain in self-employment despite getiitigrns significantly below their substitute paitiployment
wage.” (p. 606). Hamilton concludes that “The natymniary benefits of self-employment are substhrilast
entrepreneurs enter and persist in business ddbpitiact that they have both lower initial earsirand lower
earnings growth than in paid employment.”(p. 606k& and Willen (2002), on the opposite, find that
entrepreneurs given their educational level androtimg for personal distinctiveness including gen, have
higher mean and median income levels than wageeawerk-airlie (2005) corroborates this results falemn
youth from disadvantaged families in the U.S. basedaverage income levels (and the profit definitimf
entrepreneurial incomes).Fairlie controls for urestied heterogeneity in individual characteristigebaluating

a (individual) fixed effects model. Holtz-Eakin &t (2000) analyze the mobility of individuals inetincome
allotment. They endeavor to predict the changéhéindividual's percentile position, conditionalampbeing
self-employed or a wage-worker. Among the low-aagnindividuals, the self-employed experience higher
income growth than wage workers, keeping charatiesi constant. In contrast, among the top-earning
individuals, thyself-employed experience smallecoime growth than wage-workers. This suggests tat t
individual's benefit from being self-employed dedenon her initial income. This result is in linethithe
combination of Hamilton’s and Fairlie’s findingsotever, the study’s basic model may produce a &ggjon-
to-themean”effect (as noted by Holtz-Eakin et 2000 and Pannenberg and Wagner, 2001) Van der &lais
(2006) guesstimate income equations for a combpatel sample of entrepreneurs and employees frem th
U.S. population (NLSY). By including interaction$ @ne’s occupational status,i.e. entrepreneur gpoleyee,
with all the usual control variables in the (loguhg) income equation, they allow the returns taimas
characteristics to be different for entrepreneund amployees. The remaining unexplained differéritia
average incomes between entrepreneurs and emplay@asout insignificantly different from zero. Babkon
the same dataset, Hartog et al. (2007) estimatariacequations for entrepreneurs and employeesdier @0
guantify the returns to (various kinds of) intefligce and ability for entrepreneurs vis-a-vis empésy Before
allowing the returns to the various kinds of iritgghce, ability and education to differ betweernremteneurs
and employees (again by including interface terthg)y find that entrepreneurs earn approximatetg piercent
lower incomes than employees, on average. Howasgegoon as they allow the returns to these measitires
human capital to differ between the groups, theolwesl difference between entrepreneurs’ and empkiye
income turns out insignificant.In squat, entreprgaen the U.S. seem to earn lower median incoimas tvage
employees. However, for the upper and lower pdrth@ income distribution, the differences can lositive.
Average incomes seem to be of comparable leveleritnepreneurs and employees in regression frankewor
that allow the returns to broad sets of indicatwfriuman capital to differ across entrepreneursamgloyees.
Entrepreneurship might be good for social mobditygl for becoming a ‘super income earner’.

6.2. Payment Inequality and Volatility

One of the stylized facts in the economics of gmtreurship is that the division of entrepreneinsbomes is
much less equal, i.e. has a higher inconsistemayn the income distribution of wage-employees. Dptee
statistics of the income distributions of entregnens and employees (mostly in terms of their avesagnd
variances) in numerous studies have supportedcthimn (see Parker 2004 and all studies mentionethen
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previous section). In most studies, negative incoare equated to zero (Van der Sluis and Van P2GQy,,
Parker, 2004). Since entrepreneurs’ incomes catiepeessing, whereas this is unworkable for wagekever
this would only add to the difference in variantready observed. Hence, income dissimilarity anguesmess is
higher for entrepreneurs than for employees. Howeateahould be noted that this observation is Hase an
unconditional comparison of cross-sectional vaando review income vagueness for individual laimarket
participants, insight should be obtained in thearare of income over time for a given individua&.iincome
instability. Carrington et al. (1996) investigatewh entrepreneurs’ and wage-workers’ hourly incoraes
affected by changes in the unemployment rate an&®,GM. events associated to systematic risk. Baged
large sample of individuals in the U.S. observeaifrl967 to 1992, the authors conclude that thenesoof
entrepreneurs are notably more responsive to bethedses and increases in the GNP and the unengabym
rate, ceteris paribus. This is consistent with tieddy risky entrepreneurial incomes. This conabsiis
supported by Van der Sluis et al. (2006) and Rasah Willen (2002) who evaluate whether entrepreaaéur
incomes are more risky for a given individual imte of variances in incomes over time conditiorrakadbroad
set of individual characteristics. Thus, entrepteia incomes are riskier and more unpredictablentthe
incomes of employees, for otherwise identical ifdirals.

6.3. Job contentment

Job satisfaction scores are important indicatousafulness levels. Blanchflower and Oswald (19%@wsin
their influential article “What makes an entrepner® that (i) entrepreneurs are significantly mooatent with
their work than wage workers on average; (ii) Emtemeurs are significantly more satisfied with theork,
controlling for various individual and work-relatedharacteristics; (ii) The same holds for ‘lifetistaction’.
Their contentment data and findings pertain tolt®.Benz and Frey (2003) executes a similar stediaming

to various countries and time periods and reach miaching conclusion. They study the causes of job
satisfaction by incorporating many job charactarssinto the regressions. The difference in satigfa levels
between entrepreneurs and employees decreasesrobecomes insignificant, upon including contrfolsthe
individuals ‘evaluation of job content and selffiziency. We can infer that entrepreneurs are npleased,
mainly due to them having more interesting jobs/@ndiore autonomy. Hence, these results jointlywioi®
some evidence that entrepreneurs get higher utildp employees. But as Blanch flower and Oswalté SOne
caveat should be borne in mind when interpreting $kudy’s findings. It may be that reported appaidevels
are subject to important biases. For example, esaffloyed people may be essentially more optimiatid
cheerful than others.” (p. 49).Frey and Benz (2068hcentrate on this review, by studying changes in
fulfillment levels for individuals who change emploent position, i.e. from entrepreneur to emploged vice
versa or from job to job in wage employment for th&. and Western Germany. Individuals flowing irself-
employment are more content than those flowing olutself-employment. Furthermore, those becoming
entrepreneurs are also more satisfied than wagkensrthat change their job (but remain wage-wopkers
Hence, these results, unaltered by unnoticed iddali differences, such as the extent of cheerfalras
sanguinity, are also encouraging of higher satigfadevels for entrepreneurs than for employees.

6.4. Summary of Utility Levels

The main question posed was: Is an individual wathgiven set of characteristics better off being an
entrepreneur? The answer is interesting. Althougtnepreneurs have lower median incomes, that ammor
volatile and less secure, they are more satisfigd oth their jobs and their lives. Table 6.1pd®s an
overview.
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Table 6.1: Evidence of the Relative ContributiorEotrepreneurship to Utility

Study [Journal | Sample | Aspect of Utility [ Main finding [Evidence*
Remuneration Levels (6.1)
Hamilton IAA B771 US male indiv. (‘84) Median incomes Entrepeurs have lower -
(2000) |incomes levels
Hamilton IAA B771 US male indiv. (‘84) Median income [Entrepreneurs have lower -
(2000) growth income growth
Kawaguchi WP 2661 US male indiv. ('85-'98) | Median income Empreneurs have lower -
(2002) incomes
Fairlie (2005) SB 12686 US indiv. (‘79-'98) Averageome Male (disadvantaged) +
entrepreneurs earn more
Rosen & Willen WP 10533 US indiv. ('68-'93) Average income Entepeurial income is higher +
(2002)
Holtz-Eakin et  |SB 5000 US families (‘69-'90) Mobility in Difference depends on initial 0
al. (2000) income distrib. income level
\Van der Sluis et WP US 3000 indiv. ('79-'01) Average income Contirod for unobserved 0/-
al. (2006) heterogeneity, no difference
Hartog et al. WP US 3000 indiv. (‘79-'01) Average income Contirodj for unobserved 0/-
(2007) heterogeneity, no difference
Remuneration Volatility (6.2)
Carrington et al. |A 29000 US indiv. ('67-'92) Sensitivity of Entrepr. income more -
(1996) income to responsive
leconomic indicatorg

\Van der Sluis et WP 3000 US indiv. ('79-'01) Income volatility Enpeeneurial income has -
al. (2006) higher variance over time
Rosen & Willen WP 10533 US indiv. (68-'93) Income volatility Enpreneurial income has -
(2002) higher variance
Job Satisfaction (6.3)
Blanchflower & |A 7874 UK indiv. ('81) Job satisfaction  [Entrepreneurs more satisfied +
Oswald (1998) scores
Benz & Frey WP 9332 indiv. in W-Europe and Job satisfaction Entrepreneurs more satisfied +
(2003) N-America (‘97)** scores
Frey & Benz WP 28392 indiv. in Switzerland, Job satisfaction Becoming self-employed has +
(2003) U.K and W. Germany (‘84-  |scores a more positive effect than

‘00)** becoming a wage-worker
Overall Despite having lower and riskier incomastrepreneurs are more satisfied 0

*Evidence is positive (+) if findings indicate thantrepreneurial firms’ contribution is relativelgrge. It is
negative (-) if the opposite is found and indeteate (0) if the study does not show sigaifit differences
between the contribution of entrepreneurs and ttmunterparts. ** Precise number of individuatdayears
observed differs per country/region.

What could explain this result? Do entrepreneursigy underreport their incomes (Feldman and Sbheimr
2007; Parker, 2004)? Do entrepreneurs not mindtkigit incomes are more unpredictable becauseateiess
risk averse? This cannot be the entire explanatioce switchers into entrepreneurship gain morisfaation
than switchers in the opposite direction (Frey Bedz, 2003). Does entrepreneurship require starespurces
that many people are not able to acquire (e.gelkstand Bernhardt, 2005)? Does entrepreneursimg bo
much non-pecuniary payback? These questions reonare research.

7. Conclusion

We have reviewed the fruits from twelve years afhhquality pragmatic research into the economicievalf
entrepreneurship. The research reviewed was sélbated on precise rules such that statistical uneaent of
the relative benefits to the creation of economaue by entrepreneurs is enabled. Entrepreneurs or
entrepreneurial firms are defined as small firmmyng firms, entrants or self-employed. Their corpuaets are
defined as bigger firms, older firms, current firmswage employees, correspondingly. At a more eggied
level, these definitions of entrepreneurship trateslinto the share of small or young firms, the hamof
entering firms as compared to the number of em@sy incumbent firms in a region or country, amel tate

of self-employment. Monetary benefits are defined terms of employment generation and dynamics,
innovation, productivity and growth, and the creatof utility. The picture that emerges, both abihet state of
research and the results, is scattered.

The sample consists of 57 studies that analyzee®lindjs between entrepreneurship and economic iDas0
This sample size, in grouping with the great varitindicators of economic outcomes, countriesetiperiods
and industries that have been studied, while usargpus definitions of the entrepreneur, does get)(allow a
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authentic meta-analysis. The small number of studight be due to our strict necessities in terigooirnal)
excellence and the required overt comparison betvwes¢repreneurs and some control group. Nonethedess
study has resulted in, rather complex, answerfdagtiestion: ‘What is the economic value of engapurs?’
Table 7.1 serves as a guideline

Table 7.1: Overview of the Results

Cateporv EpedficationofCategory sub-catagory studies  positive 2o mepative
Emplovment EmplovmentQuantity Emplovmentereation 13 14 0 1
Emplovment EmplovmentQuantty Emplovmentdrnamics i 0 0 2
Emplovment EmplovmentQuality Wagelavel: 3 a a 5
Emplovment EmplovmentQuality Benefit: : 0 0 2
Emplovment EmplovmentQuality Jobzat:faction B i 0 1
Inngraticn InnovationsQuantity RiDexpenzesper emploves F: i a 1
Innoraticn Innovaton:Quantty Mumber/ incidencecfpatents : 0 0 2
Innoraticn InnovationsQuantty Mevwproduct:andtechnologies i 0 0 2
Inngraticn Innovation:Quantity Mewproductandtechnologie: /emploTes i i a o
Innoraticn Innovaton:Quantty Percentapeofradicdimeovation: 1 0 0 1
Innoraticn Innovation:Quality Self-azzeszedzipnificancecimnoration: 1 0 0 1
Inngraticn Innovation:Quality Patenteitations i i a o
Innovation Commercializationof innovation: Commercializationofinnorations £ 4 1
Innovation Adoptionof innorations tzking upof innotation: 3 1 p: 2
ProductivitrandGrowth  Value Laboryield 4 1 ] 3
ProductivitrandGrowth  Valus TotlFactorefficiencT 4 1 1 2
ProductivitrandGrowth  Growth Growthof Valuesupplementary 8 1 0
ProductivitrandGrowth  Growth Growthof LaborProductivity 7 1 0 2
ProductivitrandGrowth  Growth Growthof TorlFactorProductivity 3 z 1 0
Utlity BemmmerationLevels BemummerationLevels B 2 1 3
Tality FemmmerztionVelatlity RemmerationVolatlity 3 0 0 3
Utlity Satizfaction Satizfacton 3 3 Q 0
Total E7 44 7 36
Employment

Entrepreneurs create more employment than theinteqgearts, relative to their size. This remaing twhen one
accounts for the higher firm disbanding rate amentyepreneurial, i.e., young and small firms, whigfstroys
jobs. Indeed, the net giving of entrepreneurs tpleyment creation relative to their counterpartpasitive.
However, the net job creation of entrepreneurs gd&sg with a relatively high job destruction raleading to
less job security and a more volatile process gflepment creation. Hence, entrepreneurs do create jobs,
but they do so in a rather dynamic way, which &dvantageous for the stability of the labor markebther
important aspect of entrepreneurial activity is #ffect of new firm creation on the employment tiga of
incumbents. Evidently suggesting convincingly ttrare is a positive long term effect of more enteepurial
activity on labor demand, also by non-entrepremédirms.

Innovation

Entrepreneurs do not fritter more on R&D than thegiunterparts. They manufacture smaller numbempste
new products and technologies. Moreover, the p#&agen of essential innovations is lower among
entrepreneurial firms. However, the competence witich innovations are produced seems to be highérso
is the quality of innovations as measured by thelmer of patent credentials. Entrepreneurs comnizeia
innovations to a larger extent, but score loweth@nadoption of innovations than their counterparts
Productivity and Growth

The relative contribution of entrepreneurs to thkug of productivity levels is low. This holds footh labor and
total factor productivity. However, entrepreneunsw relatively high growth rates of value added antput
Utility

The majority of entrepreneurs would earn higheromes as wage employees. The mean incomes of
entrepreneurs can reach quite high levels due neessuperstar’ entrepreneurs. Nevertheless, thenraed
median incomes of entrepreneurs appear to be lowsimilar — but not higher — than the mean incomes
employees (conditional on various individual ch#edstics). This would lead to lower levels of itgil
Entrepreneurs’ incomes are also more variable tiwer than employee incomes, which reduce the ytifitrisk
averse individuals, too. However, there must beouarless tangible benefits to entrepreneurship tjkeater
autonomy, or else, entrepreneurs are very irratiamimistic, or risk seeking (or underreport thigicomes):
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Entrepreneurs have higher levels of job satisfactian employees. All in all, we conclude that epteneurs
have a very important — but specific — functiontie economy. They engender relatively high levdls o
employment creation, productivity growth and progliand commercialize high quality innovations. Tiaeg
more satisfied than employees. However, the copatts cannot be missed as they account for scadgrits of
labor demand and GDP, a less volatile and moreredabor market, higher paid jobs and a greatertbarmof
innovations and the adoption of innovations.

We refrain from discussing the implications thesaatusions have for policymakers. While most of shedies
reviewed in the paper give certain proposals basettheir respective findings, we concede the litintes of our
analysis. Our analysis allows conclusions about riative contribution of entrepreneurs to the oasi
economic areas, but we have not investigated tlesilple causes. This warrant an entire study infitse
Moreover, interrelationships may exist between tijpes of contributions we have considered and loier
effects to non-entrepreneurial firms, especiallytreg regional level (Scott, 2006). Some researth ihese
interrelationships has been initiated recently distussed here. It is clear from this handful afdss that
circumlocutory spillover effects in all areas canbe ignored and that they should be measured mMmare
extensively. For example, it may well be that a engainful entrepreneurial firm is better (or lesfje at
facilitating employment and producing innovatioméiereas the innovativeness of entrepreneurs maheée
result of non-entrepreneurial firms in the sameaamnd/or sector that produce innovations. Such
interrelationships and spillover effects shouldiasured and taken into account when schemingypolic
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