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Abstract: Entrepreneurship has been pointed out as a key contributor to sustained economic growth and
development as it not only creates employment, but increased spending in markets, knowledge transfers,
employment and innovation. However, very few studies exist that empirically measures the relationship
between the three variables; economic growth, economic development and entrepreneurship. Therefore, the
purpose of this study is to determine and highlight the importance of entrepreneurship as a contributing
factor to economic growth and development. Traditionally, economic growth is measured by the gross
domestic product (GDP) of a country. As no formal measurement of economic development exists, an index
was created taking into consideration the Human Development Index (HDI), percentage population above the
poverty line and employment rate. The entrepreneurship development variable is measured by the Total
Early-Stage Entrepreneurial Activity (TEA). The study followed a quantitative research design and made use
of secondary time series data with the sample period ranging from 2005 to 2016. The study area comprised
five selected member states of the European Union (EU) which included Germany, the Netherlands, Hungary,
Belgium and Poland. Findings suggest that economic growth, development and entrepreneurship seem to be
inexplicably connected. As several other factors may also contribute to the fluctuations of economic growth
and development results differed from one country to another. However, the analyses from the Dutch,
Hungarian and Polish economies for the period under consideration reveal correspondingly healthy
economic and social environments where entrepreneurial climates are flourishing. The analysis from
Germany and Belgium, however reveal subdued entrepreneurial development. Based on these findings, it is
recommended that the development of SME sectors especially in transition economies be centralised as
important focus areas towards improving economic and social growth outlooks. In turn, policy stakeholders
should ensure the creation of enabling environments structured around responsive micro and macro
decision-making.
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1. Introduction

For centuries, entrepreneurship has been identified as a key contributor of employment, innovation and
sustained economic growth and development (Acs & Audretch, 2005; Langevang & Gough, 2012; Aparicio et
al,, 2016, Meyer & Meyer, 2017). However, a renewed emphasis was placed on the role of entrepreneurship
and small businesses after the 1980s period of global stagflation and high unemployment levels (Toma et al,,
2014). A realisation has emerged that the main contributors to economic growth was no longer
predominantly large companies but the small and medium enterprises (SMEs) were making a considerable
contribution to the Gross Domestic Product (GDP)of certain economies (Brock & Evans, 1989; EIM, 1997;
Toma et al,, 2014). Globally, large industries have been transforming to smaller more robust business models
and since the 1970s a considerable amount of literature has emerged making reference to the role and
contribution of smaller entrepreneurial businesses in economies (Toma et al., 2014).

The EIM (1997) identified a shift in the composition of the European business environment’s contribution to
GDP showing that small business growth exceeded that of large businesses for the period of 1988 - 1997.
Similarly, Brock and Evans, (1989) identified comparable trends in the United States of America. As explained
by Wennekers and Thurik (1999), shifts like these could be due to changes in the global economic
environment, technological evolutions, supply of labour, increased and improved education levels, consumer
preference changes and ease of entry regarding business regulation. The realisation of these global trends has
placed much-needed emphasis on the advancement of the small business entrepreneurial sector and its
contribution, to not only economic growth, but economic development as well. Therefore, the purpose of this
study is to determine and highlight the importance of entrepreneurship as a contributing factor to economic
growth and development. The study makes use of a selection of European countries including Hungary,
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Germany, Netherlands, Poland and Belgium to test this relationship and contribution between the three
variables; economic growth, economic development and entrepreneurship.

2. Literature Review

Several studies have proven that a link between economic growth, development and entrepreneurship exists
(Herrington & Kew, 2013; Naudé, 2013; Meyer & Meyer, 2017). Herrington and Kew (2013) mention that a
consistent correlation between per capita GDP and TEA rates exists and Naudé (2013) found a link between
entrepreneurship and economic development. Entrepreneurship is undeniably a large contributor to a
country’s economic success in terms of its GDP (Tamilmani, 2009; Toma et al., 2014). However, in the modern
era, economic growth is not the only aspect to consider when measuring a country’s prosperity (Toma et al.,
2014). Masoud, (2014) refers to economic growth, from a neo-classical perspective, as a cumulative increase
of output, or the accumulation of production factors reflecting a quantitative measurement of a country’s
progress or growth. To a large extent, the concept of economic growth is based on models mainly developed
by traditional economists such as Solow, (1956) Myrdal, (1957) and Rostow, (1959). Economic growth is
primarily measured by tracking the progress with regards to a country’s GDP and per capita GDP. However, in
recent decades, controversies regarding the traditional measurement of GDP to quantity growth were
pointed out and one of the main concerns was listed as the exclusion of aspects such as human development,
equality and social cohesion (OECD, 2005).

In light of this, Todaro and Smith (2011), refers to the notion of economic development, somewhat in contrast
to economic growth (GDP), which encapsulates a multi-dimensional measuring concept specifically including
social development aspects and in-turn providing an inclusive impression of a country’s progress (lyer et al.,
2005). Notwithstanding this, the traditional measure of growth using the rise and decline in GDP still remains
an important economic indicator. The concept of economic development was rarely used in economic
literature before the 1930s (Toma et al., 2014). Wennekers and Thurik (1999), refer to this concept as the
‘new’ endogenous growth theory. As mentioned, the neoclassical growth models such as those of for example
Solow, omitted key aspects linked to development and in reaction to this, the endogenous growth theories
emerged (Martin & Sunley, 1998). This theory takes into consideration the impact of endogenous factors as
opposed to exogenous factors leading to long-run economic growth. These endogenous factors linking to
economic development involves an all-inclusive enhancement of a society’s standard of living through the
growth of all sectors of the economy, including for example education, health, technology and infrastructure
and the overall reduction of poverty and unemployment (Carlson, 1999).

In essence, economic development is the balance between the economic and social dimensions of a country’s
economy (Huq et al, 2009; Toma et al, 2014). It is important to understand these differences and
comprehend that economic growth on its own is not a true reflection of a country’s growth and development.
As with pure economic growth and development theories, many historical and modern theories, to some
degree, touch on the concept of entrepreneurship. However, a few stand out as they encapsulate the essence
of entrepreneurship. These include, but are not limited to, Cantillon’s theory of entrepreneurship (1755), Von
Thiinen’s location theory (1783 - 1850), Menger’s subjective theory of value (1840 - 1921), Marshall’s theory
of substitution (1842 - 1924), the Schumpeterian theory of innovation (1883 - 1950), Knight’s theory of
profit (1885 - 1972), Schultz’s theory on entrepreneurship (1902 - 1988) and Kirzner’s ‘alert’ entrepreneur
(1930 - current) (Bula, 2012). Cantillon (1680-1734), one of the first economists to write about the notion of
entrepreneurship, identified an entrepreneur as a risk-taking agent who takes supply and demand into
account in order to create balance. He did not view the entrepreneur as a production factor (Bula, 2012).

As part of the original Austrian school, Cantillon (1755), who works was only published two decades after his
death, studied entrepreneurship extensively and, at that time, held similar views on entrepreneurship as are
currently advanced by the said school of thought. He stated that creating entrepreneurs leads to the
development of an economy through the creation of an exchange, price fluctuations, money transfer and
increased competition; and added that entrepreneurs are responsible for bringing prices and production in
line with demand. Taking the aforementioned into consideration, the Schumpeterian entrepreneurs were
perceived as flexible and being creators of variability and creative destruction, thereby referring to the
potential creation of new possibilities (Wennekers & Thurik, 1999; Naudé, 2013). Schumpeter followed a
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different approach to that of Cantillon, mainly by classifying an entrepreneur as an innovator and an agent of
change (Toma et al., 2014). His theory assumed that an entrepreneur is an economic and social front-runner
and profit is not the main goal of the entrepreneurial activity, but rather that of fulfilling a need in society
through new innovations (Bula, 2012).

He proposed that five conditions occur during the entrepreneurial process: new production processes, new
products, new markets, new production factors or materials and new ventures (Toma et al., 2014).
Conventionally, as theoretical neo-classical models assumed perfect competition and accorded no to little
consideration to dynamic innovation in the equilibrium process, there was little room for the concept of
entrepreneurship (Wennekers & Thurik, 1999). Nevertheless, with the founding of the new endogenous
growth theory, which had a profound impact on industrial and evolutionary economics and managerial
literature, new prospects evolved, opening a door for the development of the concept referred to as
entrepreneurship. Wennekers & Thurik (1999), state that a good example of the insertion of this concept into
theory was evident in Romer’s model. His model presumed that an instrument of growth can be found in new
varieties of capital goods. In addition, Romer’s model proposes that growth can be driven by the development
of new products; thus economic change could be sparked by the various activities executed by profit-
pursuing entrepreneurs.

When considering the link between entrepreneurial activity and economic growth, two key roles of an
entrepreneur are identified. The first refers to new entry, which denotes the role of creating a new business,
regardless of the level of innovation. The second refers to innovation or novelty as a key economic role which
ultimately entails transforming ideas and discoveries into economically feasible actions (Baumol, 1993; Toma
et al, 2014). This ‘newness’ achieved by means of ground-breaking innovation may be considered one of the
most relevant factors linking entrepreneurship to economic growth and development (Toma et al., 2014). The
very existence of entrepreneurship is key to economic functioning as it addresses inadequacies within
economies and directly contributes to market supply and demand. As stated, entrepreneurship is directly and
indirectly linked to economic growth and development (Wennekers & Thurik, 1999; Herrington & Kew, 2013;
Meyer & Meyer, 2017). Several studies have empirically proven this link. For example, Toma et al. (2014)
identified entrepreneurship as a booster of economic growth, occurring for a number of reasons, including
improved competition as the number of businesses increases, knowledge ‘spill-over’ and diversity and
innovation created amongst economic agents. The first of these, improved competition as the number of
businesses increases, directly contributes to growth since an increase in the number of businesses eventually
leads to an increase in employment. Moreover, competition creates a conducive environment for the growth
of knowledge which leads to the second economic booster.

Knowledge ‘spill-over’ are created as new knowledge is created the effects thereof are transferred to other
individuals or businesses. Knowledge ‘spill-over’ is an important causal instrument for endogenous growth.
The third reason refers to the diversity and innovation that is created by economic agents which creates
uniqueness and in turn influences economic growth. Audretsch and Thurik, (2000) found further empirical
evidence in a longitudinal study conducted amongst 23 OECD countries over a period of 20 years (1974-
1994). The study specifically focussed on the effect the number of entrepreneurs had on unemployment
levels. Results indicated that the number of small businesses had a positive correlation to employment levels,
thus more small businesses resulted in lower levels of unemployment. Meyer and Meyer (2017), conducted a
pooled panel time-series analysis annual secondary data from2001 to 2015 for the BRICS countries. Results
indicated that-long run relationship existed between the dependent variables of GDP and employment and
the independent variables which included TEA, entrepreneurial intention (EI) and established business
ownership rates (EBO). In addition, further results indicated that TEA and EI are significant predictors of
economic growth (GDP), and that established business ownership is a significant predictor of employment.

The traditional measures of growth and development were explained earlier, however entrepreneurship is
not such an easy concept to measure (Wennekers & Thurik, 1999). Nonetheless, over the past 19 years, the
GEM Consortium has developed a method to measure and compare cross-national entrepreneurial activity as
well as perform intra-country time series analysis. In order to provide data that can be used for reliable
comparisons the GEM makes use of a standardised research design for all countries. The most well-known
and used indicator to measure entrepreneurship is the Early-stage entrepreneurial activity (TEA) which
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consists of two stages: nascent and new entrepreneurs. TEA can be defined as the percentage of the adult
population between the ages of 18 and 64 years who have very recently started a business or who are in the
process of doing so (Herrington & Kew, 2013). Nascent entrepreneurs are defined as people who have started
a new business but who have either not paid salaries to employees or if salaries have been paid, they were for
less than three months (Herrington et al., 2015). Entrepreneurial activity is represented by the total early-
stage entrepreneurial activity (TEA) index.

New business ownership rates include those who have paid salaries to employees for more than three
consecutive months, but whose businesses are not older than 42 months, as semi-established businesses
(Herrington et al,, 2015). The GEM considers TEA to be the most important entrepreneurial indicator as this
is potentially the group of businesses that might successfully grow into established ones. TEA levels could
fluctuate with levels of unemployment and, in some cases, be higher when unemployment is high due to job
demands not being met by the private and public sector (Herrington & Kew, 2013). In conclusion,
entrepreneurship does impact economic growth and development positively for a number of reasons as listed
in the aforementioned discussion and as entrepreneurship development is equally important for economic
growth and economic development, a deeper understanding of this topic is fundamental to the existing body
of knowledge.

3. Methodology

This section elaborates on the methodology that was used during the research process. The research purpose
study areas as well as the data and sample period that was used are discussed. Furthermore, a clear and
concise discussion of the techniques that were used during the analysis is provided.

Data, Variables and Sample Period: The study made use of time series data with the sample period ranging
from 2005 to 2016. This time period was chosen based on the availability of data. A total of three variables
were selected for the analysis. These included the annual percentage growth in the gross domestic product
(GDP) per capita and a self-constructed composite economic development index ranging from 0 to 100. The
index was constructed by Meyer et al. (2016) and was simplified for this study using three indicators
including the HDI, the percentage of the population at risk of poverty and social exclusion and finally, the
unemployment rate (all equally weighted). The index was constructed by using three indicators including the
HDI as a measure of human development, the percentage of the population at risk of poverty and social
exclusion and finally, the unemployment rate (all equally weighted). All three indicators were converted to
ensure the analytical soundness of the index. This indicator represents the percentage of population between
18 to 64 years old who are either nascent entrepreneurs or owners of a business which is less than 42
months old (Herington et al.,, 2017). However, for the purpose of the study this variable was converted to
indicate the number of people of the population not involved in the early-stage entrepreneurial activity. All
selected variables together with the conversions and interpretations are shown in Table 1.

Table 1: Variable Identification and Interpretation

Indicator Variables Conversion Interpretation

GDP growth rate with a base of 90.
Score higher than 90 indicates
positive growth, where scores

Gross domestic  GDP per capita

product (GDP) growth (annual % Measured with a base score of

growth change) 90. lower than 90 indicates negative
growth.
HDI expressed as percentage
HDI, the (HDI x 100); % of the population
. percentgge of the not at .I‘ISk of poverty and social The index score is ranging from 0
Economic population atrisk  exclusion (100 - % of the . >
. . to 100. Higher scores indicate

development of poverty and population at risk of poverty and . .
. : . . . higher levels of economic
index social exclusion, social exclusion; development

unemployment Employment rate (100 - p '

rate. unemployment rate). Three

variables used to construct index
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equally weighted.
. o .
Negnine TEA (TR, s e e gt
Total Early Stage (100 - TEA rate). Includes the f any early-s:ag
. . . entrepreneurial activities. The
NTEA entrepreneurial number of people not involved in .
- . score ranges from 0 - 100 with
activity (TEA) the early-stage entrepreneurial lower scores indicatine hicher
activity (TEA). ghig

involvement.

Source: Authors’ own compilation

Research Purpose and Design: The study comprised both a qualitative and quantitative research approach.
The qualitative part included an extensive literature review that was based on key concepts of economic
growth, entrepreneurship and economic development. More specifically, the inquiry focused on the link
between entrepreneurial activity and its respective contribution towards stimulating economic activity and
alleviating poverty and unemployment. The quantitative aspects involved the use of secondary data that was
acquired through the use of various sources. These included the World Bank and Euro stat while all
entrepreneurial data were obtained from the Global Entrepreneurship Monitor Consortium.

The Study Area: The chosen study area comprised of five selected member states of the European Union
(EU) which included Germany, the Netherlands, Hungary, Belgium and Poland. Entrepreneurial activity
within these countries and in the EU region in general is seen as an important driver for employment growth
together with strong linkages to economic dynamism and innovation (Rusu & Roman, 2017). These attributes
together with the unique intricacies of being governed by common standards, yet faced by ever increasing
global and diversified markets prompted the choice of the study area. Furthermore, the inherent differences
between more advanced European economies (Germany, Netherlands, Belgium) and their transitional
(Hungary and Poland) counterparts serve as an interesting framework towards the analysis of the impact of
entrepreneurship on the socio-economic environment in Europe.

Data Analysis: Data for selected variables were analysed through the use of a descriptive analysis technique.
This involved the examination of the underlining economic, social and entrepreneurial climates for each of
the selected countries between 2005 and 2016. Time trends for each of the countries are shown in Figures 1
to 5 with the purpose of ascertaining the relationship between entrepreneurship, economic growth and
development.

4. Results and Discussion

This section reports the results of the study. More specifically, the trends of the selected European countries
pertaining their entrepreneurial climate, economic development and subsequent growth performances are
evaluated and discussed for the period ranging from 2005 to 2016.

Hungary: Classified as a transition economy in the central European region, the Hungarian economy has
experienced significant changes over the last few decades (WEF, 2017). The country has been earmarked by
large-scale transitions from a centrally planned system to a pure market system which has had a profound
impact on the economy’s performance (Bozo6ki, 2008). This transition together with its subsequent reduction
of public sector involvement, the emergence of private ownership and large-scale Foreign Direct Investment
(FDI) in the modern economy saw the countries acceptance to the European Union in 2004 bringing with it
large-scale development. Results from Figure 1 indicate some of these changes where the Hungarian
economy, in the past 12 years, has shown significant improvements especially in their entrepreneurial
climate. Results show that NTEA rates since 2005 have dropped from 98.12 percent to 92.06 in 2016,
indicating an increase in a number of people involved in starting a business. This has been accompanied by
significant increases in other related entrepreneurial indicators, where Entrepreneurial Intention (EI) has
improved by 13.56 percent to an estimated 15.11 percent in 2016 whilst, Established Business Ownership
(EBO) rates have increased from 2.05 percent in 2005 to 5.50 percent in 2016 (GEM Consortium, 2018a).

The increase in entrepreneurial activity as shown in Figure 1 can primarily be asserted to the vast expansion
of the small business sector and enterprises in the Hungarian economy (Szira, 2014). According to the OECD
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(2016a), this expansion has brought with it the creation of privatised local markets, subcontracting of large-
scale state-owned enterprises and additional job creation opportunities that have spurred labour market
growth. Furthermore, the increase in entrepreneurial activity contributed to improved competitiveness
especially for export sectors as well as resource mobility and increased risk-taking abilities which has in-turn
had positive consequences for underlining economic development and growth (Dudin et al., 2016). As seen
from Figure 1, economic development index scores improved from 80.06 to 84.06 for the period under
review. However, noticeable fluctuations in economic growth and reductions in economic development
levels between 2008 and 2013 (Figure 1) show the strong impact the global financial crisis had on economic
activity. This is particularly evident in GDP growth rates between 2008 and 2009 where the Hungarian
economy contracted by an estimated 6.6 percent.

Figure 1: Hungarian NTEA Rates, Economic Development Scores and GDP Per Capita Growth Rates
GDP GROWTH  =—=ECON DEVELOPMENT NTEA
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Source: GEM Consortium, 2018b; Euro stat, 2018; World Bank, 2018

Germany: Figure 2 shows Germany’s performance for the selected indicators from 2005 to 2016. From this
figure it can be observed that amongst the selected countries included in this study, Germany has shown little
improvement in their entrepreneurial climate. In fact, the country boasts the highest NTEA rate (lowest
involvement in entrepreneurial activity), estimated at 95.44 percent. Additionally, lower intention rates
(6.23% in 2016) are also recorded when compared to the global average (22.32%) (GEM Consortium, 2018c).
Holicza and Tokody, (2016) note that the crisis had a detrimental impact on the country’s SME sector to
which it increased fear of failure rates from 17 percent before 2008 to more than 42 percent in 2014.
Together with growing small business bankruptcies, lack of investment, as well as significant job losses, the
lower rates shown are indicative of the lack of a strong entrepreneurial climate in the country. However,
despite this low entrepreneurial involvement in economic processes the country has maintained stable
economic growth levels over the past decade which has far surpassed other countries (Folkerts-Landau,
2016). Similar to the experiences of Hungary, economic activity did show significant sensitivity to the onset of
the global financial crisis (Funk, 2012) where growth rates contracted by 5.62 percent between 2008 and
2009. Nevertheless, the country showed strong and rapid economic recovery which since has carried over to
recent strong performances. Bastasin (2016) notes that these continued performances have been the main
result of stable fiscal and monetary positions, low household and consumer debt levels as well as advanced
infrastructural developments rather than entrepreneurial prosperity in the economy.
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Figure 2: German NTEA Rates, Economic Development Scores and GDP per Capita Growth Rates
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Source: GEM Consortium, 2018b; Euro stat, 2018; World Bank, 2018

In relation to the stable growth prospects attained by Germany, it can be observed from Figure 2 that
economic development levels have similarly shown consistent improvement over the 12-year period.
Development index scores show continuous increments ranging from 86.26 (2005) to 89.60 (2016) even
despite recorded growth fluctuations in 2009. These findings suggest a minimal contribution of the inherent
German entrepreneurial climate towards economic growth and development. Low entrepreneurial
involvement in this regard can be ascribed to efficient labour markets attributing significantly low
unemployment levels (GEM Consortium, 2018c). This is further compounded by cognisance of a lack of
entrepreneurial culture and lower perceptions of entrepreneurship as a viable career choice in the country
(Raible, 2016). Economic growth and development in this regard are rather driven by stable long-term
technological based manufacturing and political stability which have significantly contributed to high
employment levels, inclusivity and a virtuous quality of life (Folkerts-Landau, 2016).

Netherlands: The third country under consideration included the Netherlands. Economic development index
scores, growth rates and NTEA rates for the country are shown in Figure 3. As observed, the Netherlands
boasts the highest recent economic development scores (89.9) amongst the selected countries. Additionally,
the lowest NTEA rates (89.0%) for 2016 are recorded. For the period under review, the Netherlands have
reduced NTEA rates from the high 95.44 percent to below 90 percent. This suggests a significant increase in
the number of people involved in entrepreneurial activities since 2005. Empirical finding in similar studies
(Stam, 2015) show that entrepreneurship has played a pivotal role in the country’s economic performance. In
this regard the OECD (2016b) note that entrepreneurship has significantly contributed to improved trade and
the development of one of the leading global export bases. Furthermore, these processes have assisted in
increased industry diversification, local and national competitiveness as well as sustained job creation over
the 12-year period (OECD, 2016b). These effects are particularly evident in Figure 3. Economic growth rates
in the Dutch economy shows various fluctuations, taking into account the financial crisis of 2008. However,
recovery since these timeframes show positive upward trends especially from 2012 onwards (ranging from -
1.06% to 2.2% in 2016). Goldhausen (2017) indicates that one of the underlining drivers of the recovery has
been the SME sector performance and its contribution towards fostering innovation and reducing
unemployment levels.
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Figure 3: Netherlands NTEA Rates, Economic Development Scores and GDP Per Capita Growth Rates
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Whilst these trends show a suggestable strong relationship between Dutch economic growth and
entrepreneurship, the importance of the improving entrepreneurial climate towards economic development
cannot be ignored. As observed from Figure 3, pre-crisis (2005 - 2008) and post-crisis (2010 - 2016) trends
for the NTEA and economic development index show simultaneous reductions and increments, illustrating
the positive relationship between venture creation and its subsequent impact on economic development.
However, as observed during the crisis, lower employment rates and higher poverty risks tend to induce a
movement towards increased entrepreneurial involvement (lower NTEA rates). Wennekers et al. (2010)
likewise suggest a bidirectional relationship between economic development and entrepreneurship. In this
regard innovation-driven venture creation can contribute to improved standards of living and knowledge
transfers, while lower economic development (higher unemployment and poverty) induces a greater
involvement in entrepreneurial activities primarily due to the lack of employment opportunities and lower
income levels (Mojica-Howell et al., 2012).

Poland: As part of the countries that are included in the efficiency classification, results from Figure 4 shows
that Poland attributed amongst the most stable conditions in the past 12-years. NTEA rates for the period
ranging from 2005 to 2016 maintained a consistent level close to 91 percent with slight reductions from 2015
to 2016. These rates together with a high intention to start a business rate (20.66) as well as comparatively
(other efficiency-driven economies) high established business ownership rates (7.1%) attribute a sound and
healthy entrepreneurial climate in the economy (GEM Consortium, 2018d). This has likely contributed to
similar stable trends shown in GDP per capita growth rates as shown in Figure 4. Although having noticeable
declines in 2008 and 2009, the Polish economy has maintained positive growth rates. During the global crisis
the economy was the sole EU state member who avoided the economic recession (Ortowski, 2011). Paulina
(2017) points the continued strong and stable performance to among others, are pensive macroeconomic
policy, a large domestic economy and finally the sustained confidence of local entrepreneurs which brought
with it diversified export structures and significant fund inflows.
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Figure 4: Polish NTEA Rates, Economic Development Scores and GDP Per Capita Growth Rates
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Source: GEM Consortium, 2018b; Euro stat, 2018; World Bank, 2018

In light of the stable entrepreneurial and economic conditions shown over the last two decades, Poland’s
economic development levels have shown significant improvement. Trends shown in Figure 4 indicate an
increase of 13.6 index points in the last 12 years moving from 72.2 in 2005 to 85.8 in 2016. Sienkiewicz
(2014) showed that business formation and the fostering of an effective and enabling entrepreneurial climate
had contributed significantly towards Polish employment levels as well as the development of infrastructural
capacities. These have concomitantly been supplemented by a growing diversified product line, innovation
creation processes, job security, improved productivity, enhanced regional competitiveness and the creation
of better intellectual capital (Paulina, 2017). The significance of these findings suggests that stable economic
as well entrepreneurial conditions prove pivotal for enhanced economic development levels. In this regard,
the provision of economic conditions which is centralised around localised strategies and policy
responsiveness assures business confidence and venture creation (Sienkiewicz, 2014). These in turn, provide
a labour market supplemented by small and medium enterprise led growth contributing to the reduction of
unemployment levels, fostering an improved standard of living and establishing a diversified economic
structure (Mularska-Kucharek & Wiktorowicz, 2015).

Belgium: Belgium constituted the final country pertaining, the analysis of the three selected variables for the
study. Results for the country concerning entrepreneurship, economic growth and development are shown in
Figure 5. As observed from the figure, NTEA rates for the period under consideration show reductions from
96.07 percent (2005) to 94.82 percent (2016). However, amongst the selected countries, NTEA rates are the
second highest only trailing Germany. Other indicators, such as the EBO rate (3.75%), EI rate (10.85%) and
Motivational Index rate (1.61%) are also well below regional and developmental level averages all suggesting
a low entrepreneurial climate in the country (GEM Consortium, 2018e). Interestingly, economic development
index scores only show subdued improvement over the 12-year period. Recent index scores (86.93 in 2016)
are the lowest amongst the included developed and innovation-driven economies in the study (shown in
Figure 5). In this regard, lower entrepreneurial involvement possibly can contribute to the lower
development levels in the Belgium economy. Dumont and Kegels, (2016) in their findings illustrate the
country’s lack of young firm creation, highlighting its subsequent effect in lowering productivity, technical
efficiency and innovative activities that prove crucial towards fostering higher development.
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Figure 5. Belgian NTEA Rates, Economic Development Scores and GDP Per Capita Growth Rates
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Based on the results from Figure 5, the relationship between entrepreneurship and growth in GDP per capita
tend to correspond with the findings of the recent GEM report (Holvoet et al, 2015) for the country.
According to the report, entrepreneurs in the Belgium economy were more inclined to be necessity-driven
rather than opportunity-driven (Holvoet et al., 2015). This is illustrated in lower growth rates between 2007
and 2009 and 2010 and 2013 with concomitant lower NTEA rates for these periods (shown in Figure 5).
Whilst these trends are unique, especially for the innovation-driven economies, it signals possible barriers
restricting the potential contribution of entrepreneurship to current mediocre growth and development
levels. In this regard, and in providing an enabling environment for the entrepreneurial activities, recent GEM
rankings for the country illustrate strong performances in the provision of physical as well as commercial and
legal infrastructure (GEM Consortium, 2018e). However, the country ranks poorly with regards to education
at school, government support and illustrates weak perceptions of entrepreneurship as a viable career choice.
From this point of view, it is clear that both social and public sector support proves pivotal in spurring on
entrepreneurial involvement and increasing its impact on the economic and social performance of not only
transitional economies but more developed nations as well.

5. Implications and Recommendations

The results from the study disclose various implications. Upon reflection, economic growth, development and
entrepreneurship seem to be inexplicably connected. Whilst the causality of these relationships are unclear
from this specific study, the analyses from the Dutch, Hungarian and Polish economies for the period under
consideration reveal correspondingly healthy economic and social environments where entrepreneurial
climates are flourishing. As shown in the empirical evidence this tends to resonate around the ability of
entrepreneurs to instil additional added innovation, knowledge transfers and diversification processes in
economic structures. The analysis from Germany and Belgium however, reveal subdued entrepreneurial
development. Results suggest that the provision of sound infrastructural capacity and regulatory frameworks
are not sufficient in cultivating and taking advantage of the intrinsic potential that entrepreneurship
provides. Rather support should include strong policy backing, localised strategies and cultivating societal
and educational views on the viability and significance of self-employment and venture creation. This
furthermore highlighted the bidirectional significance between entrepreneurship and stable economic
conditions amongst the selected countries. Based on these findings, it is recommended that the development
of SME sectors especially in transition economies be centralised as important focus areas towards improving
economic and social growth outlooks. In turn, policy stakeholders should ensure the creation of enabling
environments structured around responsive micro and macro decision making. This should include the
removal of business stumbling blocks whilst additionally providing the adequate training initiatives that instil
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business confidence. Lastly, governments should prioritise the emphasis on entrepreneurship development
as early as primary school levels with the focus on improving social and cultural norms regarding self-
employment and venture creation.

Conclusion: The results of the study highlighted several important aspects. Amongst these, findings showed
noticeable linkages between entrepreneurial activity and the selected countries’ economic performances.
Entrepreneurship seems to play a key role in establishing diversified economic structures, innovation
creation processes, whilst serving as crucial buffers to economic shocks within the EU. Results pertaining to
growth and development suggest these indicators be significantly intertwined with the provision of enabling
environments together with the strong public sector and social support proving pivotal for entrepreneurship
development. Nevertheless, the unique intricacies of each country seem to affect and alter these relationships.
Limitations of the study were primarily based on the descriptive nature of the analysis. The lack of long time
series data in this regard prevented the use of any causal, predictive or confirmatory statistical methods in
the study. This does however provide room for future research endeavours. Studies directed towards the
particular area of interest may look to the use of panel data methodologies or other intercontinental
comparisons in order to ascertain a more definitive conceptualisation on the relationship between
entrepreneurship, development and economic growth amongst these countries.
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