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Abstract: This paper investigates the impact of public policies aimed to foster
entrepreneurship on the national entrepreneurial culture of a country. While most
of the existing studies focus on the direct impact of policies on entrepreneurship
outcomes, we propose that the impact of policies on entrepreneurial culture may be
even more important for the development of economies in the long term. Using
data for 36 OECD countries in the period 2002-2014, we investigate econometrically
the impact of policies on culture usually associated with entrepreneurship and find
that such impact is stronger for policies that address a broader target of potential
beneficiaries, rather than a narrow one. Moreover, we find that, among the values
that are usually associated with entrepreneurial activity, entrepreneurship-friendly
policies foster those that are related to creativity, innovation and risk taking, but not
those that relate to individualism and the belief that success is achieved through
one’s own personal efforts. Lastly, we find that the positive impact of policies on
culture only applies to the countries with a higher initial level of entrepreneurial
culture, and not to the countries with lower initial levels.
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1 Introduction

In this paper, we investigate whether the implementation of entrepreneurship-
friendly policies has an impact on the entrepreneurial culture of a country.
An increasing number of studies over the last 30 years have analyzed the role of
governmental policies related to entrepreneurship and their impact on entrepre-
neurial activity (Chowdhury, Audretsch, and Belitski 2019; Gilbert, Audretsch, and
McDougall 2004; Minniti 2008). Existing research has investigated the effect of
different tools that governments may implement in order to foster the creation
and the survival of new ventures, ranging from financing schemes for entrepre-
neurs (Harrison, Mason, and Girling 2004), the availability of venture capital
(Cumming 2007; Kreft and Sobel 2005), the introduction of specific tax incentives
for the creation of new ventures (Edmark and Gordon 2013; Takii 2008), up to the
creation of specific institutions — such as publicly financed incubators, science
and technology parks — aimed at supporting entrepreneurs. These studies have
produced a large amount of empirical evidence about the effectiveness of such
measures in fostering the levels of entrepreneurial activity within an economic
systems: one of the main findings is that the appropriateness of entrepreneurship
policies depends on the actual implementation of each policy and on the local
context in which they are introduced (Minniti 2008). The finding that the local
context matters is in line with another stream of studies in entrepreneurship
research, which highlights the importance of the set of informal institutions such as
values, norms, and inherited knowledge broadly associated with entrepreneurial
activity in a specific context, i.e. the entrepreneurial culture (Ahlstrom and Wang
2010; Lifidn and Fernandez-Serrano 2014; Mustafa, Gavin, and Hughes 2018; Pinillos
and Reyes 2011; Zhai et al. 2019). According to this line of research in order to
explain entrepreneurial activity rates it is necessary to keep into account the
cultural dimension, since it has an impact on processes and determination of
individuals who wish to pursue business undertaking (Gerard and Shaker 2002).
Localities with a diffused entrepreneurial culture are also likely to see higher rates
of entrepreneurship (Davidsson 1995; Davidson and Wiklund 1997). Just like any
type of culture (Guiso, Sapienza, and Zingales 2006), also entrepreneurial culture
is a very persistent and stable factor that is often transmitted across generations,
and this persistency is found to hold across different countries worldwide
(Fritsch and Wyrwich 2014; Opper and Andersson 2019).

If the overall levels of entrepreneurial activity depend to a large extent on
entrepreneurial culture, then in order to assess the effectiveness of public entre-
preneurship policies, it seems also important to investigate whether such policies
have any impact on the entrepreneurial culture of a country. From an institutional
perspective (North 1990), this implies investigating the potential impact and
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positive spillover of formal institutions, such as governmental policies, on informal
institutions, such as entrepreneurial culture (Chowdhury, Audretsch, and Belitski
2019). In this paper, we study the impact of entrepreneurship-friendly policies not
on entrepreneurship activity, but rather on the levels of entrepreneurial culture, i.e. on
the features of national culture that are usually associated with entrepreneurship and
new firm formation. Public policy indeed may have an important impact on the
dynamics of the culture that favors entrepreneurial behaviour. Typically policy
measures introduce a set of incentives aimed at fostering specific behaviours. In the
case of entrepreneurship-friendly policies, this usually means creating incentives for
individuals to engage in more risky activities, such as the start of a new firm, to feel
more confident in expressing their creativity through their business ideas, possibly
also to feel reassured about the concrete possibility to earn a living through one’s own
means. By setting up schemes that reward these types of behaviour public policy not
only can provide a concrete help to existing and nascent entrepreneurs in their daily
activities, it also sends an important signal to the society in general, as to what are the
behaviours (and the culture associated to them) that are considered as legitimate and
worthwhile pursuing by individuals. This suggests that entrepreneurship policy can
indeed have an impact on culture that is correlated with entrepreneurial activity.

More specifically we explore three different dimensions of this relationship. First,
we study which types of entrepreneurship policies are more likely to impact entre-
preneurial culture, distinguishing between policies that target a broad versus a narrow
audience of potential beneficiaries. Secondly, we study how public entrepreneurship
policies affect different dimensions that have been traditionally associated to entre-
preneurial culture, such as the general appreciation of creativity, innovation and risk
taking and the broad acceptance of individualism and of self-responsibility. Thirdly, we
check whether the impact of entrepreneurship policies on culture is stronger for
contexts in which there is already a well-developed tradition of entrepreneurial cul-
ture, as opposed to countries in which this cultural background is less strong.

We use data on entrepreneurial culture and entrepreneurship-friendly policies
collected by the Global Entrepreneurship Monitor database, combined with a large
number of different sources of data at the country level, to measure the correlation
between entrepreneurship policies and entrepreneurial culture for a set of 36 OECD
countries in the period 2002-2014. We control for a variety of other factors that are also
likely to affect entrepreneurial culture, such as unemployment levels, income per
capita and overall levels of corruption and government policy effectiveness.

Our empirical results show that the overall scope of entrepreneurship pol-
icies increases their impact on culture associated with entrepreneurship:
while policies that are more tailored to specific set of entrepreneurs (niche policies)
do not show a relevant effect on culture, broader policies that target wider audi-
ences show a more positive correlation. Our results also indicate that the
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implementation of entrepreneurship policy is correlated with the increase of the
importance of creativity, innovation and risk taking, while we do not find sub-
stantial effect in relation to individualism and self-responsibility. Lastly, we find
that the positive relationship between policy and culture only applies to countries
with higher initial levels of entrepreneurial culture.

Our study contributes to the literature that studies the impact and effectiveness
of entrepreneurship policies (Chowdhury, Audretsch, and Belitski 2019; Minniti
2008), by highlighting a novel relationship that has been mostly overlooked by
existing studies, i.e. their impact on the entrepreneurial culture of a specific society.
The impact of entrepreneurship policy on entrepreneurial culture may be even more
important than its short-term effect on venture creation. Indeed, since entrepre-
neurial culture is typically very persistent, policies that are able to impact culture
may have an even more relevant impact for the future economic development of
countries.

This study also contributes to the emergent debate about the overall impact of
policy on culture. As shown in recent empirical contributions policy change can
indeed impact culture in different contexts. Campa and Serafinelli (2019) found that
policies aimed at increasing women participation to the labour market implemented
in East Europe by socialist regimes before the 90’s changed the culture related to
women’s career participation in those countries. Gruber and Hungerman (2007)
found that the modernization policies introduced by the New Deal in the USled to the
decline of informal social safety nets based on religious charity. Moreover, relatively
small policy changes, such as the introduction of pension schemes in some devel-
oping countries, can change long-lasting cultural traditions about care of elderly
relatives in societies (Bau 2021). The last decades have witnessed a large expansion of
support measures for entrepreneurship in most of the developed economies, in the
forms of financial incentives for start-ups as well as the creation of accelerators and
incubators for young businesses (Isenberg and Onyemah 2016). Often one rationale
for the implementation of these policies is also the long-term aim to spur the
emergence of informal institutions that can ultimately lead to more entrepreneurial
behaviours (Brownson 2013). Since it has been found that even in the short run policy
can indeed influence culture it is worthwhile checking whether this has occurred
also in the realm of entrepreneurship policy.

Our study contributes also to the literature that studies the role of entrepre-
neurial culture on current entrepreneurship activities. So far most of the studies
have focused on the persistency of such culture over time (Fritsch and Wyrwich 2014;
Fritsch et al. 2019). However, even if culture changes very slowly across generations,
it is also important to understand what are the factors that may affect its dynamics
and the role of policy may be of utmost importance in this perspective.
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2 Theoretical Framework

According to institutional theory, which distinguishes between formal and informal
institutions (Minniti 2008; North 1990; Veciana and Urbano 2008), public policies, as
embodied in the rule of the law, take part in the rules of the game of a given context
(Baumol 1990) and as such can be classified as formal rules (North 1990). These
formal institutions impact the conditions for entrepreneurship development (Lv,
Rodriguez-Garcia, and Sendra-Garcia 2021), and can potentially have an impact also
upon informal rules, such as entrepreneurial culture (Brownson 2013; Pocek 2022;
Vazguez and Garcia 2009).

Policies to foster entrepreneurship can apply to different levels and they are
typically promoted because there is an underlying understanding that entrepre-
neurship is an important driver of economic growth (Audretsch and Thurik 2001;
Birch 1987; Kumar and Liu 2005; Urbano, Aparicio, and Audretsch 2018). These pol-
icies are usually advocated because of the assumption that market failures may
prevent economic systems to generate the desired level of new firm creation, either
because of lack of incentives from the entrepreneurs’ perspective or because of the
high degree of mortality of ventures in their early phases.

In this respect, governmental policies are an important element of creating
favorable conditions for the development of entrepreneurship and encouragement
of entrepreneurial practice (Teixeira et al. 2017). Existing empirical studies have
investigated government policies in support for high growth firms (Mason and
Brown 2011; Shane, Lin, and Wu 2009), those providing financial support and new
venture capital attraction (Bygrave and Quill 2007; Cumming 2007; Harrison, Ma-
son, and Girling 2004; Khoja and Lutafali 2008; Li 2000) as well as those focused on
tax incentives (Bruce and Mohsin 2006; Gentry and Hubbard 2000). Ultimately,
government policies are embodied in the rule of law and as such they model the
behaviour of the entrepreneurship related parties in a given ecosystem.! Lastly
another stream of research has pointed out the need for the contextualization of
the policies, highlighting that the one-size-fits-all approach may not always be

1 Sometimes policies may actually hamper entrepreneurship: in this respect existing research has
rather focused on which are good policies for entrepreneurship and how policymakers can avoid
implementing bad policies for new firm creation (Djankov and Freund 2002; LaPorta et al. 1998). For
example, Djankov and Freund (2002) found that interventionist governments, which offer extensive
regulation to start the business, are often found in less democratic environments, which are
correlated with corruption and a large share of informal economy. In light of this evidence other
studies have argued that public policies should be brought with the aim of enabling entrepreneurship
as opposed to imposing barriers (Acs et al. 2004; Minniti, Bygrave, and Autio 2006).
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appropriate to investigate the policies and their impact on entrepreneurship
(Minniti 2008).

Notwithstanding the high number of contributions that studied the impact of
governmental policies on entrepreneurship per se, few studies have investigated
how policies may impact entrepreneurial culture (Hayton, Zahra, and Zahra 2002;
Wright and Zahra 2011), which is to be considered as a prerequisite for the creation of
vibrant entrepreneurship ecosystems. Indeed, culture has been already recognized
as important in explaining differentiation in the economic success of nations
(Leff 1979). Cultural propensities for entrepreneurship point towards the status and
respect for entrepreneurs in a given society (Klyver and Thornton 2010) and usually
relate to the dimensions of individualism, uncertainty avoidance, risk taking and
high power-distance (Hofstede 1991). Culture has been also considered to be the
sum of individual values and beliefs (Hayton, Sehili, and Scarpello 2010). In a
review of studies on entrepreneurial culture, Brownson (2013, p. 147) finds that
culture is the sum of attributes, values and beliefs, and behaviors “associated with
entrepreneurs by individuals and which distinguishes them from others.” However,
as an aggregate dimension culture also has the potential to calculate the individual
values (Hayton, Sehili, and Scarpello 2010).

Public policy indeed can have an impact on the culture related to entrepre-
neurial behaviour (Vatavu et al. 2021). Policy measures introduce incentives
aimed at fostering specific behaviours (Dessart, Hurle, and Bavel 2019; Vatavu
et al. 2021). Policies aimed at fostering entrepreneurship create incentives for
individuals to found new firms and hence increase their tolerance for risk, to use
their creativity in the implementation of business ideas, ultimately to believe in
the possibility to be able to be economically independent through one’s own
efforts. Entrepreneurship-friendly policies introduces specific programmes that
not only help established or nascent entrepreneurs in setting or strengthen
their businesses. These policies also signal at the societal level what are the be-
haviours (and the culture associated to them) that are considered as legitimate
and worthwhile pursuing by individuals. This may substantially impact the evo-
lution of such culture not only among entrepreneurs but also in the society in
general.

Lundstrém and Stevenson (2005) find that entrepreneurial policy should posi-
tively impact the environment so that it favors entrepreneurship. It should also
promote measures that encourage entrepreneurial process. Therefore, the relevance
of research on the possible effects of policies on culture is supported by the fact
that culture, which forms large part of the environment and context (Baumol 1990;
North 1990), can directly impact the frequency of individuals in a society which
engages in entrepreneurship (Klyver and Thornton 2010).
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2.1 Scope of Policies: Broad or Narrow

An important feature of policies targeting entrepreneurship is the scope of their
action, i.e. the number of individuals to which they actually apply (Elola et al. 2017).
For example, a policy aimed at decreasing technology transfer costs for small ven-
tures in university incubators — even a very successful one with a positive impact on
the success of such ventures — does not apply to a large share of entrepreneurs in a
country. Hence the implementation of such a policy may not have a strong impact on
entrepreneurial culture in general, as it will hardly increase the overall perception of
the ease of doing business in the national culture. This is mainly because the pro-
grammes targets a very specific audience of existing entrepreneurs and will not be
perceived as a substantial change by individuals who are not currently running a
venture in an incubator. These programmes have also been defined as “niche
entrepreneurship policies” which aim to foster entrepreneurial activity in specified
groups of the population (Lindholm Dahlstrand and Stevenson 2010; Stevenson and
Lundstrom 2002). On the contrary policies that apply at a greater scale, sometimes
defined as holistic policies (Stevenson and Lundstrém 2002) may have a larger
impact on entrepreneurial culture. Examples of such policies can be the 2015
introduction in Italy of the new law on startups (D.L. 3/2015 — Investment Compact),
which established the notion of “innovative SME,” with the aim to ease the process of
establishing a new venture and sets preferential tax regimes in the first years of a
new venture (Nadotti, Gallo, and Vannoni 2018). The 1991 wave of reforms in Sweden
which lowered corporate income taxes are also an example of policies that apply to
a large audience of potential beneficiaries (Edmark and Gordon 2013). The aim of
these policies, either narrow or broad in scope, is usually the attainment of specific
targets when it comes to support for existing or nascent entrepreneurs, such as the
reduction of tax burden or bureaucratic procedures to start a firm, or the easier
availability of complementary skills necessary to run a firm to new entrepreneurs.
Rarely these policies have explicit and concrete goals of changing culture in the
society. However, based on our reasoning above, the scope of these policies can have
relevant (and possibly unintended) consequences on the development of culture
related to entrepreneurship. As displayed in Figure 1, it is possible to propose a
positive relationship between the scope of entrepreneurship-friendly policies and
their impact on the national culture regarding entrepreneurship: policies targeted at
selected audiences of individuals are not likely to have a strong impact on the overall
national entrepreneurial culture, while policies that target a larger set of individuals
will have better chances to positively affect the national culture. Accordingly, our
first hypothesis is the following:
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Figure 1: The relationship between the scope of entrepreneurial policies and their impact on national
entrepreneurial culture.

H1: General policies aimed at fostering entrepreneurship that apply to a large
number of individuals have a higher impact on the national entrepreneurial culture
with respect to policies that target a small set of individuals.

2.2 Policies and the Dimensions of Entrepreneurial Culture

There is not a single and clear cut definition of what is an entrepreneurial culture,
nor of how an entrepreneurial culture should look like (Hayton and Cacciotti 2014).
Rather, there are some behavioral models that have been found by existing studies to
be broadly associated with societies with high levels of entrepreneurial activity.
Therefore defining the elements that characterize a national entrepreneurial culture
isa challenging task, since there are many different factors that may contribute to the
overall emergence of a culture that nurtures and favors the creation of new ventures.
Here we will focus on two set of values that are often associated to the culture of
entrepreneurship: the values of creativity, innovation and risk taking on the one
hand and the value of individualistic action and individual responsibility on the
other hand. The first set of values refers to the general acceptance in a national
culture of the belief that a society needs a certain degree of dynamism in its economic
structure, the concept that innovation is a central element of economic change
(Schumpeter 1934) and that the society should foster creativity and change, since new
business ideas will eventually lead to higher economic development and wellbeing.
As stressed by Lee, Florida, and Acs (2004) creativity represents an important
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element of entrepreneurship. It is indeed in social systems that are oriented towards
innovation and risk-taking that entrepreneurship have been found to be more
frequent (R6hl 2018). Existing studies show that an entrepreneurial culture typically
provides a positive feedback to individuals who dare to take risk and propose new
solutions to the way of doing business (Danish et al. 2019; Kreiser and Davis 2010;
Rigtering et al. 2017; Semrau, Ambos, and Kraus 2016).

Policies targeting entrepreneurship typically signal to the overall public that
they promote behaviors associated with being creative and taking risk, which
eventually may lead to the introduction of new products or business ideas through
the creation of new ventures (Busenitz, Gomez, and Spencer 2000; Urbano and
Alvarez 2013). This on its turn may induce a more positive perception of this type of
behaviors in a national culture. Individuals within a society may elaborate the
information that the government rewards behaviors geared towards change and
innovation and possibly update their beliefs about what is considered a “good” type
of conduct. For example, reforms such as the ones introduced in Sweden in the
early 90’s, which decreased taxes for entrepreneurs, signal to the public that
this is considered as an activity beneficial for the society (Heyman 2019). If
entrepreneurship-friendly policies generally have a positive impact on the
different values that are usually associated with entrepreneurial culture, then it is
possible to expect that they will also have a positive impact on the acceptance
of values related to creativity, innovation and risk taking. Accordingly, we put
forward our second hypothesis:

H2: Policies that foster entrepreneurship will increase the dimension of entrepre-
neurial culture related to fostering creativity, innovation and risk taking.

A second dimension of entrepreneurial culture according to existing studies is the
fact that the individual is considered as the main agent of change (Khavul, Chavez,
and Bruton 2013; Lawrence, Suddaby, and Leca 2009; Suddaby et al. 2010). They are
responsible for their own achievement and the national culture typically rewards
the efforts made in order to achieve independence and economic success. While not
all types of entrepreneurial ventures are necessarily the results of individual ef-
forts, engaging in entrepreneurship typically involves some degree of resource-
fulness and ability to do ones’ own assessment of different scenarios. This is rather
different from corporate culture, that instead rewards more the ability to perform
tasks that are often not decided by the individual. Building on Hofstede’s (1991)
original dimensions, cultural individualism has often been associated to entre-
preneurship by previous research, under the assumption that entrepreneurs are
often individuals with the motivation to achieve the pursuit of personal goals
(McGrath, MacMillan, and Scheinberg 1992; Mueller and Thomas 2001; Shane 1993;
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Wennekers et al.2002). This has also been described as performance-based culture,
i.e. the idea that a culture “rewards individual accomplishments as opposed to
collective membership, family relationships or position, and in which systematic,
future-oriented planning is viewed as a key way to achieve high performance”
(Stephan and Uhlaner 2010, p. 1351). Although some studies have challenged the
association between this type of values and overall entrepreneurial activity,
stressing that it may hold only in developed countries (Pinillos and Reyes 2011),
this suggests that a common feature of the national cultures that favor entrepre-
neurship is to consider in high regard individualism and the ability to take
responsibility of one’s own actions. Entrepreneurship-friendly policy aimed at
fostering the rate of new venture creation in a country may hence also positively
affect this specific dimension of entrepreneurial culture related with the
individuals’ responsibility about their own achievement. For example, by
lowering taxes and the bureaucracy related to starting a firm, national policies
may increase the propensity of individuals to engage in entrepreneurship and
accept that their future income depends to a large extent on their own ability to
succeed as an entrepreneur. This may eventually lead to a shift in the national
culture, where more and more individuals believe that it is indeed possible to
earn one’s own means of living through personal effort, increasing the level of
individualism and of belief in self-responsibility. Accordingly, we propose that
policies aimed at fostering entrepreneurship may also increase the perception
that own responsibility is positive and hence increase this specific dimension of
entrepreneurial culture.

H3: Policies that foster entrepreneurship will increase the dimension of entrepre-
neurial culture related to individualism and own responsibility.

2.3 Initial Conditions Matter

The effect of entrepreneurship-friendly policies on entrepreneurial culture may also
depend on the existing gap between the two. In countries with a little developed
entrepreneurial culture even well-designed policies that encourage firm creation may
be hampered by the little average familiarity of individuals with entrepreneurial
activity. This can be due to the fact that most individuals may lack the necessary
knowledge related with starting and managing a business to understand the actual
advantages provided by the new policies (Mathew 2010). Creating high-tech business
incubators in a country with very little entrepreneurial activity and little acquaintance
with entrepreneurship may not necessarily increase the average entrepreneurial
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culture, because the majority of individuals, even the already existing entrepreneurs,
may not be able to understand the benefits that they could gain from such a govern-
ment policy. Instead in countries with a higher level of entrepreneurial culture and
well-established culture that encourage entrepreneurship new policies that foster
venture creation may be more easily understood, their benefits may be more evident
and this may induce a stronger impact on the willingness of individuals to engage in
entrepreneurship, further reinforcing entrepreneurial culture.

Accordingly, it is reasonable to expect that the impact of entrepreneurship-
friendly policy may have a stronger impact in countries with an already high level of
entrepreneurial culture, on the contrary the impact of policies on entrepreneurial
culture may be less strong in countries with lower initial conditions in terms of
entrepreneurial culture.

H4: Higher (lower) initial levels of entrepreneurial culture will lead to stronger
(weaker) impact of entrepreneurship policies on entrepreneurial culture.

3 Data and Methodology

We draw on a number of different datasets in order to measure the level of
entrepreneurial culture in a country over time and its determinants. Our main
source of data is the Global Entrepreneurship Monitor (GEM) database which
provides cross-country data for different years on several dimensions that relate to
entrepreneurship. The GEM dataset is considered among the most reliable sources
of data for country-wide empirical analyses of entrepreneurship data, because of
its rigorous methodology of data collection. The data has been used extensively in
entrepreneurship research (Chowdhury, Audretsch, and Belitski 2019; Gonzalez-
Pernia, Jung, and Pefia 2015; Pathak, Laplume, and Xavier-Oliveira 2015; Pinillos
and Reyes 2011).

In this paper, we will use the part of the dataset that is built through the
collection of surveys to national experts (the NES National Expert Survey). The
managers of the GEM project have identified common procedures and routines to
make sure that in each country a national team selects a group of at least 36 (usually
many more) different experts for each wave of the National Expert Survey.”

2 The selection of each expert needs then to be approved by the management of the GEM project. The
experts are identified following nine different fields of expertise that are in line with the so-called
critical framework conditions that the National Expert survey is aimed at measuring. Therefore each
national survey should include at least 4 experts for 9 different categories (see more details in the
Appendix).
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The advantage of the NES National Expert Survey of the GEM dataset is that it
allows to measure the degree to which different policies related to entrepreneur-
ship have been implemented in a country (and its change overtime), as well as the
way in which the national culture has evolved with respect to entrepreneurship
related values. Through the GEM data we can hence identify for each country the
elements that contribute to the overall levels of entrepreneurial culture. We can
also distinguish between different types of policies that are aimed at facilitating
entrepreneurial activity and new firm creation in each country. Since entrepre-
neurial culture is likely to b