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Entrepreneurship

There are various definitions of entrepreneur derived mostly from Knight (1921),
Schumpeter (1934), and the Austrian School and mostly based on the environment of
developed countries.

The main difference between Knight and Schumpeter is that the latter holds the view
that the entrepreneur does not bear the risk — “the entrepreneur is never the risk
bearer’ (Schumpeter 1934, p.137), which is taken by the capitalist, the banker. Knight
believes that the entrepreneur bears the uninsurable business risk, i.e., uncertainty
associated with the business venture.

A definition of entrepreneur for this research is that of someone who has a strong
intuition and drive and in a given institutional setting undertakes the uncertainty of the
business risk, and use the insurance market to transfer various specific risks, to
create a new organization that will exploit a new technology, or innovative process
and generates value and economic growth.

This definition is closer to the view of Knight in terms of “risk”, but recognizing the
cruciarl contribution of Schumpeter to identify the entrepreneur as an engine of
growth.

The definition can be applied to the environment of emerging economies.



Research Question

« The analysis on the role of insurance in economic activity shows that in
advanced countries market institutions such as insurance facilitate
entrepreneurs. This implies that the level of uncertainty is reduced and
transtormed into manageable risk. Those entrepreneurs who have access
to insurance are more likely to continue in business than those who do not.

« Conversely, in emerging countries, the availability of insurance to
“entrepreneurs” is limited; uncertainty is greater and individuals are less
motivated to undertake initiatives and contribute to economic growth.

Research Questions

— Two key research questions deserve further study :

« To what extent does the absence of insurance limit productivity and growth?

« What is the relationship between the availability of insurance, economic activity, and
entrepreneurship (link insurance-entrepreneurship —growth)?



Hypotheses

« The model developed permits to test these hypotheses:

— H1: Is the availability of insurance having an impact on
entrepreneurship under different specifications?

— H2: |s social insurance having a negative impact on
entrepreneurship?

— H3: Are different specifications of entrepreneurship and
economic activity—i.e., large firms, SMEs, entrepreneurs, micro
entrepreneurs, start-ups , Limited liability companies, Total
Factor Productivity—affected differently by the availability of
specific forms of insurance?






Variables

Table 2: Variables for the Analysis of Insurance and Entreprenenrship

WVariable

Operazrionalization

Dependent wariable

Entreprenevrzhip atnd Econothic
2 otivitsy

Large firms anud total namber of compaties
Small and Ivledinum Enterprises
Iilicro enterprises
Startups
Limdted liability companies

Total factor productivity at the state lewel - 19202006

Sowurce of Data: Instituto Brasileita de Geografia e Statistica, httpAfananzr ib ge govw brfenglishy
atwd caloulatiod by the author,

MIaity Indepetndent
Wariable

Auvrailability of Insuarance

Social Insurance

Lewel of premivumns related to business activity, e, wobame of premivum paid- 1999-2006 -
Sowrce: Swiss re; AXco; Superintendencia de Segaros Privados (BUUSEF):
hittpfhansne susep . gov brfprincipal asp, antonomons from the Llindsteyr of Finance,

Penetration Ratio (Premiums 30 -1999-20068- Instituto Brasileiro de Geografia e Statistica,
httpfhananar dbge . gov brfenglishy and Superintendencia de Seguros Privados (SUSEP):
httgfananas susep . gov. befprincipal asp, caloulation by the aathor.

Lewel of prethiniim paid — 12992006 -Source: Swiss re Chittp dAanana swissre com, Axco
Chttin Amngnas axc oitnfo. comue’), Superintendeticia de Seguaros Privados (SUSEF):
httpAananz susep . gov. brfprincipal asp.

Other Independent
Wariables

Institutional Setting

Indicators form Doing Business of the VWorld Bank and Investiment Climate of the Inter-
Agmerican Dewvelopiment Bandk, Other simdlar indicators come from thee Brazmilian Institate of
statistic s http o Aensa doinghbusziness. orgd

Enowledge of Insurance

Rizk & version

Mumber of insurance companies Catnd also the maumber of brokers)- 1999-20068 - Source of
Diata: Swiss re; Axco;, Superintendencia de Seguros Privados (SUSEF) in Brazil.

Lewel of education (see Oatrewille 1296, Szpiro atud Oatrewrille 192828, see section &) -1299-2006-
Sowrce of Data: Instituto Brazileito de Geografia e Statistica, hittpMananzrib ge gov brdenglishy

Control Wariables

SOF

Fopulation

Finanecial Intermediation

Infrastracture

SGDF by State- 1992-2006 -Source of Data: Instituto Brasileiro de Geografia e Statistica,

htti Sansna b gze gov brfenglishy
Population by state 12220-2006- Source of Data: Instituto Bragileiro de Geografia e Statistica,
hittp Sananzsib ge. gow brfenglishs
Financial Intermediation by state 19202006 - Sowurce of Data: Instituto Brasileiro de Geografia e
Statistica, httpifewanar ibge gov brfenglishy
Invwestment in Infrastracture by state 199920068 - Source of Data: Instituto Brasileiro de
Teografia e Statistica, httpheanar ithge. gov b englishy’

Esrents

Errent covariate (insurance) type
of instnumental wariable.

I the ywear 2000, inn Bramil, there have been legal changes affecting branches of the insurance
industiy - Health- Sowurce of Data: Saiss re;, Axco;, Superintendencia de Seguros Privados
CAUTSEER) in Brawil.

I atidatory Programs

The measures of the warious wvariables are included in the database that the author has developed




Economic Activity and Entrepreneurship

Table 1. Availability of Financial Services and Particularly
Insurance to Various Forms of Economic Activity in the United
States and in Emerging Markets

. Emerging Markets -
.. United . .
Type of Activity States Latin America and
the Caribbean

Large Firm E%Sﬂy Available
available
Small and Me('llum—Slzed Ea'sﬂy oty el
Enterprises available
Entrepreneurs Ea's ily Scarcely available
available
Micro entrepreneurs Available Scarcely available

Poor people Incipient Rarely available




