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Introduction:

The text discusses the importance of entrepreneurship in sustainable
employment and economic development. It examines the impact of
government performance, tax policies, government size, and corruption on
different types of entrepreneurship. By analyzing data from 33 countries
between 2010 and 2018, the research aims to understand how these factors
influence entreprencurship at different levels. Government policies and
support tools, such as financing and tax rules, play a crucial role in shaping the
entrepreneurial landscape. The study also looks into the effects of government
tax policies on entrepreneurship and their implications on investment and
income distribution.

Methodology:

This article uses existing literature on entrepreneurship and public policy to
demonstrate the impact of government size, corruption, and tax policy on
entrepreneurship. The statistical population for this research includes data from
various sources such as the World Bank Group Entrepreneurship Snapshot
(WBGES), World Development Indicators (WDI), Doing Business (DB),
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Global Entrepreneurship Monitor (GEM) database, National Expert Survey,
Adult Population survey, and Worldwide Governance Indicators (WGI) from
the International Monetary Fund. The study focuses on 33 countries from
2010 to 2018, with 272 observations. Unbalanced panel data with missing
values for some countries were utilized. After conducting significance tests
on variables and selecting the estimation type, the fixed effects method was
applied for estimation, and the model was estimated as Feasible Generalized
Least Squares (FGLS) to address variance heterogeneity. The study categorizes
entrepreneurship into necessity-based and opportunity-based, with different
motivations for their formation. The independent variables affecting these
types of entrepreneurship include tax policy, corruption, government size,
and quality of government governance. The econometric model used in this
study is based on theoretical and empirical studies, influenced by Odrich et
al.’s study (2021), and estimated using Stata software with the dependent
variables being opportunity-based and necessity-based entrepreneurship.

Findings:

Economic development indicators in developing countries align more with
necessity-oriented entrepreneurship. Public corruption levels in society
decrease the motivation for opportunity-oriented entrepreneurship but do not
negatively impact necessity-oriented entrepreneurship. The results indicate
that increased taxes in selected countries constrain both opportunity-based
and necessity-based entrepreneurship. Government spending in the public
sector positively influences opportunity-based entrepreneurship growth.
Public corruption hinders opportunity-oriented entrepreneurship but has
positive and significant effects on necessity-oriented entrepreneurship. Other
factors affecting entrepreneurship include national per capita income, human
capital, private sector credit amount, business density, unemployment rates,
and labor force participation rates.

High tax rates deter entrepreneurship motivation in both categories, hence
offering tax exemptions can be effective, especially in the initial years of
businesses. While a high unemployment rate can drive necessity-oriented
entrepreneurship, it may also limit market opportunities, particularly for new
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products and services. Economic policies targeting unemployment reduction
bolster necessity-based entrepreneurship, attracting unemployed yet skilled
individuals to entrepreneurial platforms through innovation ecosystem
development.

Although government expenditure as a competitor of entrepreneurs dampens
motivation, specific expenditures like public order, security (including
property rights), and those for cultural development and education can serve
as developmental factors. As countries develop, the number of entrepreneurs
in both necessity and opportunity-oriented realms increases, alongside a
rise in the ratio of opportunity to necessity-oriented entrepreneurship. Entry
rates to university, financial development levels, new business density,
and labor force participation rates impact both types of entrepreneurship
positively, with a greater effect on opportunity-oriented ventures. Economic
infrastructure plays a critical role in fostering entrepreneurship, emphasizing
the importance of government focus, particularly in developing countries,
on entrepreneurship promotion and innovation for economic development
acceleration.

Policy tools such as targeted spending on entrepreneurship, structure and
support development for entrepreneurs to reduce risks, ease financing, tax
incentives, and minimal intervention through direct aid prove effective in
nurturing entrepreneurship at both levels. For developing nations where
necessity-oriented entrepreneurship prevails, guiding entrepreneurship
results towards opportunity-oriented paths within the innovation ecosystem
could enhance existing entrepreneurs’ capacities and motivations through
risk coverage and financial support.

Key words: entrepreneurship, tax, corruption, necessity-oriented entrepre-
neurship, poverty-oriented entrepreneurship;
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