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Objective: Recently, in the growth literature, attention has shifted from
economic growth to inclusive growth and the evaluation of its effective
components have been considered. Therefore, the main objective of this study
is to examine the impact of entrepreneurship on inclusive growth, taking into
account the role of institutional and social factors.

Method: In order to achieve the research objective, the generalized moment
approach (GMM) was applied for three groups of selected developed,
emerging and developing countries for the period 2006-2021.

Results: The overall findings of this research show that in the short run,
entrepreneurship has a negative and significant impact on inclusive growth.
While in the long run; the interaction effect of entrepreneurship with governance
quality and social participation on inclusive growth will be positive and
significant. In addition, for developed countries, entrepreneurship does not have
a significant impact on inclusive growth in either the short run or long run, while
for developing and emerging countries, the impact of entrepreneurship on
inclusive growth has been negative and significant in the short run and positive
and significant in the long run.

Conclusion: According to the research results, developed countries, due to
strong institutional quality and appropriate structure of social security and
welfare system had been experienced the impact of entrepreneurship on
inclusive growth and also reached a stable situation. In contrast, developing and
emerging countries can promote inclusive growth through entrepreneurship
development by improving governance index and social security programs.
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Introduction

In recent years, policymakers, international institutions, theorists and researchers have
shifted their attention from economic growth to inclusive growth. Inclusive growth consider
simultaneously production growth, equality, poverty reduction and participation of society.
According to new literature, inclusive growth can be achieved by entrepreneurial activities
expansion. In other words, entrepreneurship is considered as a factor for knowledge spillover
to the economy, social value creation, poverty reduction and in general inclusive growth
achievement. In addition, the role of institutions and social factors is emphasized in the impact
of entrepreneurship on inclusive growth. This means that an appropriate institutional
framework is an important factor for the expansion of innovative and entrepreneurial activities
that can be lead to production, job creation, poverty reduction and ultimately inclusive growth.
Considering the above, the main research question is: first, what is the impact of
entrepreneurship on inclusive growth, and second, whether the difference in the level of
development of countries due to their institutional factors and distinct distribution policies is
effective in influencing entrepreneurship on inclusive growth. Therefore, the main objective of
this study is to examine the impact of entrepreneurship on inclusive growth by considering the
role of institutional and social factors, distinguishing between developed, emerging, and
developing countries.

Method

This study is applied research type in terms of purpose and descriptive-correlation ones in
terms of method. Considering that the data were collected over time and for different countries,
the research model is type of econometric models with a dynamic panel approach or
generalized moment method (GMM). The dependent variable of the model is inclusive growth
index, which is a weighted average of fourteen variables in economic, social, special, political
and environmental dimensions. For Entrepreneurship or Independent variable of model, New
Business Density (NDB) from World Bank was used. The model's moderating variables
include Worldwide Governance Indicators and the social security insurance participation. In
addition, in accordance with theoretical and empirical foundations, variables such as financial
development, trade, foreign direct investment and taxation were used as control variables in
the model. Finally, the research model was estimated for three groups of selected countries
including developed, emerging and developing countries for the period of 2006-2021.

Results

The general findings of the research show that in the short run, entrepreneurship has a
negative impact on inclusive growth, which is aligned with Schumpeter's theory of creative
destruction. According to this theory, the entry of new businesses disrupts the existing
economic balance and temporarily negatively effects on traditional sectors. However in the
long-run results show that interaction effects of Governance Indicator and social participation
with entrepreneurship have positive impact on inclusive growth. It means that, improving the
governance quality and promotion of welfare programs and distribution policies cause to
entrepreneurship lead to the expansion of inclusive growth. In the next step, the results by
countries group classification indicate that there are significant structural differences based on
the countries development level. So that, in developed countries, the effect of entrepreneurship
on inclusive growth is not statistical significant, which is probably due to institutional
saturation and stability of distribution policies in these countries. In contrast, in emerging and
developing countries, entrepreneurship had a negative and significant effect on inclusive
growth, which indicates that in the absence of supportive institutions, entrepreneurial activities
may lead to the expansion of the informal sector instead of creating productive employment.
The results also show that the interaction effects of entrepreneurship with the governance and
social participation indices on inclusive growth are positive and significant for the two groups
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of developing and emerging countries. It means that these two groups of countries can
beneficiated from the positive impact of entrepreneurship on inclusive growth by improving
the governance indicators and improving social security programs. In contrast, for developed
countries the interaction effect was not significant, which indicates a strong institutional quality
and appropriate structure of the social security and welfare system in this countries groups.

Conclusions

According to the research results, it is suggested for governments especially in developing
countries to implement some programs and policies to achieve high inclusive growth through
entrepreneurship. For example, they can improve the economic participation rate by improving
the components of governance quality index. In this regard, governments and public
institutions should reduce uncertainty and business risk by increasing their accountability and
public trust in society. It is lead to investors, employers and employees can motivate to
participate in entrepreneurial and innovative activities and consequently provide the basis for
inclusive growth. In addition, governments can facilitate the achievement of inclusive growth
by improving political stability and ensuring the security of property rights, because it reduces
the risk of innovative investments and the monopoly power of the government. Also it increases
returns of investors and the participation of private sector. Government agencies can also
reduce poverty, increase employment creation and opportunities for productive investments by
controlling corruption, allocating resources and projects from special groups to the majority of
society and economic participant. Also, Amendment of laws and regulations by legal
institutions can lead to inclusive growth by improving the economic outlook and business
environment for entrepreneurial businesses. Furthermore, providing better access of public
goods such as health and education promote inclusive growth. In addition, governments can
increase the motivation of entrepreneurs to invest in startups and innovative activities by
adopting appropriate tax, creating a multi-layered social security system and creating venture
capital funds for risky businesses for achievement of inclusive growth.
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