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Abstract

In this paper we analyze the evolution of both the level of entrepreneurship and the socio-economic profile of the
entrepreneur in the Autonomous Community of Galicia (Spain) in the period 2007-2012, with the aim of observing
the effects of the economic recession on the creation of new enterprises. The methodology used consists of analyzing
the data provided by GEM Galicia reports developed within the framework of Global Entrepreneurship Monitor
(GEM Project) by the observatory of entrepreneurial activity of Galicia, which ensures information on the behavior
and profile of the entrepreneur. The results show that the economic recession in which Galicia is immersed caused a
significant decline in entrepreneurial activity, entrepreneurship out of necessity increased and since the crisis began
the entrepreneurial profile changed two of the socio-demographic variables considered: income level and specific
training to undertake which both decreased.
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1. Introduction

Boosting entrepreneurship has been a constant in the employment policy of the European Union (EU), as it regards
the attitude towards entrepreneurship a driver for innovation, competitiveness and growth (Wennerkers and Thurik,
1999). According to Galindo and Mendez (2011:41), “Competitiveness in a broad sense is based on a series of
pillars on which entrepreneurs play an important role. This together with the positive relationship they have with
economic growth make it necessary to design appropriate measures to stimulate such activity”.

In this sense, entreprencurs are considered to be an important part of the job creation process and a
growth-stimulating factor, as they create new enterprises, leading to greater wealth and well-being in a country
(Galindo, 2009). This positive effect of entrepreneurship on economic growth is corroborated by numerous studies,
including Audretsch, Bonte and Keilbach, 2008, Audretsch and Keilbach, 2004a, b, 2008 and Galindo et al, 2010.

The economy of the Autonomous Community of Galicia (Spain) is immersed in an economic context characterized
by a severe economic recession that started in 2008 (it began to have a general visible effect in the second half of
2008), being one of the main problems faced by the Galician society with a high unemployment rate in December
2013 of 22% (22.3% male and 21.6% female). The study conducted by Audretsch and Thurik (2004) shows that the
crisis produces a double effect: on the one hand, the lack of expectations reduces the number of enterprises and on
the other hand, the unemployment situation makes many people undertake due to the difficulty of finding a job. For
all these reasons, self-employment (entrepreneurship) has become for the society of Galicia an opportunity to create
jobs and thus reduce the unemployment rate, as well as a way to stimulate economic growth.

In this situation, it seems important to analyze the effects of the recession on the creation of new enterprises and on
those enterprises already performing in the market, as some studies argue that there is a positive relationship between
the unemployment rate and entrepreneurship, taking into account that the latter will be driven by the emergence of a
wide range of unemployed with skills to become entrepreneurs (Audretsch and Thurik, 2001). We should also keep
in mind that "the entrepreneurial activity can have positive effects on the different economic objectives which have
been affected more severely in a negative way by the crisis"(Martin and Picazo, 2009:59), such as economic growth,
employment and inflation.

Therefore, the aim of this paper is to show the evolution of the socio-economic profile of the entrepreneur in the
Autonomous Community of Galicia (Spain) in the period 2007-2012, ie since the crisis impact to date, which will

Published by Sciedu Press 61 ISSN 1927-6001  E-ISSN 1927-601X



www.sciedu.ca/bmr Business and Management Research Vol. 3, No. 1; 2014

allow us to respond to a number of issues: Has the economic downturn affected the level of entrepreneurship?, Has
there been a change in the socio-economic profile of the Galician entrepreneur in this economic recession context?,
Have the obstacles that entrepreneurs are faced with when launching their projects with the advance of the crisis
changed? And finally, have the determinant factors of the impulse of entrepreneurial activity in Galicia been altered?

2. Methodology

To carry out this analysis, the results derived from the Global Entrepreneurship Monitor (GEM) Observatory in
Galicia from 2007 to 2012, have been used as a source of information. Data are collected annually by the GEM from
two information sources: Adult Population Survey or APS and National Experts Survey or NES. To give an idea of
the reliability of the study in the case of Galicia in 2012, the GEM Galicia conducted the survey of 1,772,288
individuals residing in Galicia (total population) aged between 18 and 64 obtaining response from 2,000 individuals
which represented a sampling error of + 2.19% for the whole sample (Executive Report GEM Galicia, 212:16).

The Global Entrepreneurship Monitor (GEM) is a project which emerged in 1997 as a joint-investigation between
Babson College (USA) and London Business School (UK), with the purpose of studying and comparing the
entrepreneurial activity worldwide. So, the GEM arises as an international observatory with the objective of studying
in depth the factors that impact on the enterprise creation phenomenon. Within the framework of the project, a
detailed model of the business process and economic growth is built, which integrates the main variables provided by
scientific research to the present day, including a wide range of factors associated with national variations which take
place in the entrepreneurial activity and their key contextual characteristics (Reynolds et al., 2005).

Currently there are over 50 associated countries, among which Spain has been since 2000, besides being the only
participating country that has developed a network of regional teams submitting annual reports and with the same
degree of development as the national teams.

There are innumerable definitions of "entrepreneurship”, being the one given by Wennekers and Thurik (1999) the
most widely accepted, that define it "as the manifest capacity and desire of individuals, either by themselves or
through teams, inside or outside existing organizations, to create new economic opportunities, ie new products, new
forms of organization, new production methods, etc., and to introduce their ideas in the markets, facing uncertainty
and other obstacles, adopting decisions on localization and on the manner and use of resources and
institutions"(Galindo and Mendez, 2010:64). Therefore, "performing an entrepreneurial process does not necessarily
require the emergence of a new company, even if some type of innovation takes place"(Kintana et al., 2007:121).

Given that to perform the analysis, the results of the Global Entrepreneurship Monitor (GEM) Observatory were used
as a the main information source, we are going to take into account the definition of entrepreneur given by the GEM,
which is considered as that adult (18 to 64 years old), who is immersed in a process of setting up a business or
enterprise (nascent initiatives, less than 3 months of activity and new initiatives, between 3 months and 3 ; years) or
consolidating business (exceeding 3 - years of activity) and owns part or all of the business and/or is the owner or
manager of a business or young company, including self-employment (GEM Galicia, 2012:13-15).

3. Characteristics of the Galician Entrepreneur During the Recession. Period 2007-2012

The unit of measurement of entrepreneurship used by the GEM is called TEA index (Total Early-stage
Entrepreneurial Activity Index), that corresponds with the level of entrepreneurial activity in an economy and is
equivalent to the incidence of nascent initiatives (from 0-3 months of activity) and new initiatives (3 to 42 months)
measured in percentage of the population aged 18 to 64. In the case of Galicia, the period 2007-2012 is shown in
Table 1.

Table 1. Balanced Scorecard GEM Galicia 2007-2012
2007 2008 2009 2010 2011 2012

TEA Total (%) 7.64 7.49 4.69 3.12 4.74 5.13
Percentage distribution TEA, taken as 100%

% TEA by necessity' 13.35 1589 11.94 2084 17.73 31.05
% TEA by opportunity” 78.79 81.04 88.06 77.82 77.06 68.95
% TEA for another reason 7.86 3.07 0 1.34 5.21 0
Business Dynamics

Consolidation of initiatives (%) 8.34 9.28 6.72 9.71 990 10.46
Abandon of initiatives (%) 1.01 0.84 1.48 1.07 2.27 2.15
Ratio of enterprise regenerating (%) 3.47 4.32 1.07 0.95 0.92 1.54
Potential entrepreneurs (%) 6.27 6.98 3.72 3.95 8.96 8.13

! Initiatives created due to lack of employment alternatives. * Initiatives that take advantage of a detected business.

Source: Compiled from the Executive Report GEM Galicia (2012)
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In 2012 about 5 out of every 100 Galicians is entrepreneurial, which is below the average of Spain having a 5.70%
TEA index. After the beginning of the recession in 2007/2008, we observe how the TEA was affected by it. After 3
years of decline coinciding with the worst crisis period, there is again an increase in the entrepreneurial index in 2011
and this trend continues in 2012, which according to the executive report of the GEM Galicia (2012:30) is due to
"the existence of an important number of initiatives that were found latent in previous years and which had not taken
the implementation step". The increase is due primarily to entrepreneurs who have been active less than three
months- nascent initiative, with an increase in 2012 compared to 2011 of 60%. In 2012 "37% of entrepreneurial
intentions stop being ideas to become entrepreneurial initiatives" GEM Executive Report Galicia (2012:31).

Considering that the GEM classifies motivation to undertake into two groups; exploiting a perceived business
opportunity (opportunity) and the need to create the job itself due to the lack of other employment alternatives
(necessity), we observe that most entrepreneurs of Galicia do not do it out of necessity, but out of opportunity, which
is a characteristic of developed countries. However, we note that in 2012 there has been a significant increase
compared to 2011 of entrepreneurship by necessity, perhaps due to the long duration of the crisis and high
unemployment rate, together with the the high number of long-term unemployed who no longer receive
unemployment benefits. The entrepreneur by necessity is determined more by the circumstances, by the lack of
expectations, "while there are many cases of successful people who having lost their jobs, have been entrepreneurs
capable of growing, competing, as why you undertake is not as important as your competitive ability" (Ferreiro,
2013:86).

In Galicia the rate of business consolidation (enterprises of over 42 months) has been growing except for 2009, with
a rate of 10.46% in 2012, being the highest rate since the crisis began, ie, only 10.46 out of 100 projects exceed 3.5
years of activity. Regarding the abandon rate of entrepreneurial initiatives, the levels are very similar throughout the
period analyzed, being the main reason for abandoning which is expressed by entrepreneurs, lack of profitability
(51.46%). The ratio of business regeneration, which provides information on the number of entrepreneurs starting for
each one closing down an activity in Galicia, shows that in the years 2010-2011 there was no business regeneration,
starting again in 2012 the business initiative percentage to be higher than the closing percentage.

Finally, the potential entrepreneur indicator (people expressing their intention to undertake in the near future) is very
significant. We observe that just as with the TEA, this indicator was affected by the recession, after a significant drop
in the years 2009-2010, coinciding with the worst crisis period, the entrepreneurship index started to increase again
in Galicia in 2011, with 8.13 out of 100 Galicians in 2012 expressing their intention to implement a project in the
near future.

3.1 Evolution of the socio-economic profile of the entrepreneur in Galicia

Table 2. Evolution of the socio-economic profile of the nascent entrepreneur

2008 2009 2010 2011 2012
Sex H: 53.99% H: 65.10% H: 63.57% H: 56.76% H: 55.55%
M: 46.01% M: 34.9% M: 36.43% M: 43.24% M: 44.45%

Average age 41 37 41 37 40
Majority level of studies COIIlplf.lSOI‘y University studies Compul§ o Umve@lty

education education studies
Specific —training - to 73.12% 34.82% 56.15% 41.68%
undertake
Average income level 20000-30000 €  20000-30000 €  20000-30000 €  10000-20000€  10000-20000 €
Establishment rural / U: 84.92% U: 82.08% U: 83.40% U: 76.13% U: 85.32%
urban area R: 15.08% R:17.92% R: 16.60% R:23.87% R: 14.68%
Work situation Activo Activo Activo Activo Activa
Full time e 94.20% 97.26% 89.72% 98.86%
Spanish origin 96.52% 88.32% 90.97% 90.19% 92.49%
Size of household 3.24 3.41 3.27 3.46 3.53%

Source: Compiled from the Executive Report GEM Galicia (2012)

The average profile of the nascent entrepreneur in Galicia in 2012 is a male with an average age of 40, with studies at
university level and specific training to undertake and an income of 10,000-20,000 euros, mainly Spanish and
implementation of entrepreneurial activity in urban areas. Observing the profile evolution, the data reflects changes
in only two of the socio-demographic variables: the income level changed from an average income level before the
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crisis to a low income level and the specific training to undertake decreases more and more.

The largest proportion of businessmen versus businesswomen has remained unchanged throughout the period
analyzed, observing that the crisis has widened the gap between men and women (2009-2010), which at present that
difference is starting to decrease. Ruiz et al. (2012) argue that the explanation of this lower rate of entrepreneurship
of women with respect to men is due to two factors: (1) access to finance; the low presence of women in both
economic and financial circles of power (Marlow, 2002 and Greer and Greene, 2003), ie the lack of professional
contacts and influence hinders access to the resources needed for business implementation (Shaw et al., 2005),
requiring from women according to Coleman (2000) a higher financial interest and higher guarantee to obtain
finance (Fraser, 2005); (2) the institutional framework to support entrepreneurial activity. Galindo and Mendez (2011)
added two additional factors: (1) lack of experience and development of professional skills (Marlow, 2002,
Collins-Dodd et al, 2004); (2) the priorities established by women in their career, who give greater importance to
reconciliation of work and family life, gender roles which still apply today according to the study of Diaz Garcia
Jiménez and Moreno, 2009, even among highly qualified women.

3.2 Evolution of the factors affecting the entrepreneurial activity in Galicia and of the determinant factors for
stimulus

As can be observed in the table of obstacles for entrepreneurial activity in Galicia, the top four obstacles throughout
the period considered, according to experts are: (1) policies and programs was in the top position until 2009; (2)
financial support, ie difficulty to obtain finance to implement the project, which has been the first obstacle since 2009;
(3) education and training, essential for the search of market niches, as well as for the implementation of new
technologies; (4) weak entrepreneurial culture and (5) economic climate.

Table 3. Evolution of obstacles for entrepreneurship in Galicia (% of experts)

2007 2008 2009

Social and cultural norms(41.67%)  Government Policies (48.57%) Financial Support (61.76%)

Government Policies (38.89%) Social and cultural norms Government Policies (38.24%)

Education and training (30.56%) (45.71%) Education and training

Entrepreneurial capacity / political, Financial Support (34.29%) (32.35%)

social and cultural context Economic Climate (25.71%) Government Programs

(27.78%) (32.35%)

2010 2011 2012

Finance (80,56%) Finance (71.43%) Financial Support (51.35%)

Excessive bureaucracy (33.33%) Inadequate or insufficient Economic Climate (10.81%)

Poor entrepreneurial culture support from the administration ~ Education and training

(33.33%) (52.38%) (8.11%)

Economic Climate (30.56%) Poor entrepreneurial culture Government Policies (8.11%)
(45,24%)

Inadequate training of the
entrepreneur (45.24%)

* Multiresponse table where each expert could choose up to three areas (% of total responses)

Source: Compiled from the Executive Report GEM Galicia (2009, 2010, 2011, 2012)

The current economic situation has caused a change in the obstacles that are perceived by experts when starting a
new project, changing the main obstacles from social and cultural norms and government policies (2007-2008) to
access to financial resources as the top on the list. Financial institutions have significantly been restricting granting
loans and credits since 2009.

With reference to the measures that promote entrepreneurship in Galicia, at present the most determinant factor for
experts is the current economic climate, while in 2010 and 2011 there was a clear consensus on the election of three
factors; opportunity for self-employment in the current economic crisis context, existence of support programs,
counseling and training for entrepreneurs, existence of financial instruments and / or state aid to create companies.
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Table 4. Evolution of the determinant factors of entreprencurship stimulus in Galicia (% of experts)

2007 2008 2009
Education and training (38.89%) Government Policies (47,06%) Government Programs (32.36%)
Economic Climate (25%) Government Programs (41.18%) Education and training /

entrepreneurial capacity (29.06%)
Economic Climate (25.81%)

2010 2011 2012

Opportunity for self-employment in the Existence of support programs, counseling Economic Climate (41.67%)
current economic crisis context/ and training for entrepreneurs/ Market opening (11.11%)
Existence of support programs, Existence of financial instruments and / or Education and training / business
counseling and training for entrepreneurs  public aid to create companies (47.62%) and professional infrastructure /
(52,78%) Opportunity for self-employment in the government policies (8.33%)

Existence of financial instruments and / or  current economic crisis context (38.10%)
public aid to create companies (38.89%)  Fostering entrepreneurial culture in the
educational context (30.95%)

* Multiresponse table where each expert could choose up to three areas (% of total responses)

Source: Compiled from the Executive Report GEM Galicia (2009, 2010, 2011, 2012)
4. Conclusions

The research carried out has allowed us to achieve the proposed objectives. We have identified:

— The TEA has experienced a significant decrease coinciding with the worst 3 years of the economic recession
that Spain is suffering and which it started to overcome in 2011.

—  We observe that in 2012 there was significant increase in entrepreneurship by necessity compared with 2011.
The number of entrepreneurs who made the decision to start a business due to the current economic
situation increased; high level of unemployment affecting Spain and in particular the Galician Community.
According to the data published by the The Ministery of Labour and Immigration’s Directorate General for
the Social Economy and Self-Employment, 44,681 unemployed in Spain received the lump sum of their
unemployment benefits to set up an economic activity and register as self-employed or to participate as
partners in cooperatives or worker-owned companies (an increase of 8% compared to 2009).

— The profile of the entreprencur since the crisis began has undergone changes in two of the
socio-demographic variables considered; the income level of an entrepreneur with an average income level
before the crisis changed to a low income level (higher rate of young new entrepreneurs driven by high rates
of youth unemployment) and on the other hand, the specific training to undertake decreases more and more.

— Access to financial resources is the top obstacle for entrepreneurship. There is an obstacle that appears
throughout the period analyzed, which is the need for more training.

— At present, the most determinant factor to promote entrepreneurship, according to experts is the current
economic climate, whilst in 2010 and 2011 there was a clear consensus on the election of three factors;
opportunity for self-employment in the context of the current economic crisis, existence of support
programs, counseling and training for entrepreneurs, financial instruments and / or state aid to create
companies.

—  To finish, the Executive Report GEM Galicia (2012:93) collects the recommendations made by the experts
interviewed to promote and enhance the entrepreneurial activity in Galicia, which are: "to increase and
facilitate access to public or private financing; improvement of government policies and education and
training in the area of entrepreneurship".
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