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EXTENDED ABSTRACT

Introduction

Entrepreneurship is an intervention strategy to reduce poverty, a catalyst for economic
growth, and a conduit for innovation and job creation. Economists agree on the fact that
entrepreneurship is essential for economic development. On the other hand, the economic
development of a country also refers to the stable growth of the income level, which mainly
depends on entrepreneurial activities. In developed countries, the promotion of
Schumpeter's theory considers entrepreneurship an essential element for economic
development. This topic also considers the problems of economic growth and development.
However, in Iran, it has been less than two decades since discussions related to
entrepreneurship and its measurement criteria and indicators, as well as the nature of the
relationship between entrepreneurship in the short and long term with economic growth
and unemployment, have been studied. Moreover, due to the limited information and data
related to entrepreneurship, the relationships between entrepreneurship and economic
growth and unemployment have not been well explained and defined.

Methodology

The present research approach was quantitative and descriptive-analytical and
using secondary data and econometric methods. The first step was to check the
reliability of the series to determine the degree of their accumulation. For this purpose,
the unit root test and the HEGY method were used. The second step was to examine the
long-term relationship between the variables using Autoregressive Distributed Lag
(ARDL). Then, to estimate the short-term and long-term relationship, the Bound test
between the variables was conducted. In this study, the data of the entrepreneurship
index (GEM) of the Global Entrepreneurship Monitor related to Iran and quarterly data
related to economic growth (GDP) and unemployment rate (UMP) of the Central Bank
of Iran from 2008 to 2021 were used.

Results and discussion

According to the unit root test results, two of the three variables had a seasonal unit
root, so the best approach to investigate long-term relationships between variables was
the ARDL approach.

Since the variables' cointegration degree varied, the ARDL method was used. In
cointegration relationships, long-term relationships between several variables are analyzed.
The Johansen-Juselius cointegration test results showed at least one relationship between
the variables in the long term. Schwarz's Bayesian criterion was used to determine the
optimal lag, and the most optimal lag is presented in the table below.
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Table 1. Selecting the optimal lag.

Dependent Independent The optimal The optimal The optimal
Model variable variables number number number
of lag GDP of lag GEM of lag UMP
1 GDP UMP, GEM 4 3 4
2 GEM UMP, GDP 0 4 3
3 UMP GDP, GEM 2 0 2

According to Table 1, the bounds F-test equals 5.03 in the first model, greater than the
upper border of the critical values. Therefore, the null hypothesis was rejected, and a long-
term relationship was confirmed from the variables of the entrepreneurship index and
unemployment rate towards economic growth. In the second model, the null hypothesis
was not rejected, and a long-term relationship between the gross domestic product and the
unemployment rate in the entrepreneurship index was not confirmed.

In the third model, the null hypothesis was not rejected, and a long-term relationship
between the gross domestic product and the entrepreneurship index toward the
unemployment rate was not confirmed. Examining short-term and long-term relationships
shows that most coefficients are insignificant.

In the first model, the coefficient of the entrepreneurship index with two lags and the
unemployment rate with two and three lags were statistically significant. The result of the
coefficient of the entrepreneurship index was negative, implying that in the short term, the
improvement of the entrepreneurship index, after having a positive effect from the third
quarter, had an adverse effect on economic growth, that is, the improvement in the
entrepreneurship index occurs in components that are not stable and continuous. In the
second model, according to the negative sign and the significance of the economic growth
coefficient, it can be stated that policymakers in Iran slowed down or stopped
entrepreneurship-related policies at any point when the economy experienced growth.
Whenever the economy entered negative growth, the policymakers attempted to improve
the economic growth situation by encouraging and developing entrepreneurship policies.
In the last model, apart from the lag of the unemployment variable itself, none of the
coefficients were significant, neither in the short term nor in the long term, and this
indicated the policymaker's indifference to the government's unemployment rate reduction
policies in the years examined in this study.

Conclusion

The results showed that a long-term relationship was confirmed by the variables of the
entrepreneurship index and unemployment rate towards economic growth, that is, the
stimulation of the entrepreneurship index leads to GDP growth. In the short term, after two
seasons of improvement in the entrepreneurship index, there was a reverse effect on
economic growth; the improvement in the entrepreneurship index was in components that
were not continuous and stable such as entrepreneurship as a good career choice, high
status of successful entrepreneurs, and media attention for entrepreneurship which was not
of the nature of innovation and identification of opportunities for entrepreneurs on behalf

289



Leila Sefidbari and et al. Examining the Long-term and Short-term Relationships...

of the workforce. The significant relationship between the unemployment rate showed that
after two seasons of improvement in the reduction of the unemployment rate, the
unemployment rate increased again, and this indicated that the employment rate and
entrepreneurship were of low importance in the programs and support of the government.
In the long term, despite the relationship between the linear combination of the
entrepreneurship variable and the unemployment rate with economic growth, individual
variables did not have a significant relationship with economic growth, the reason for which
could be found in the components and weight of the variables influencing economic growth.
The government and policymakers had supported entrepreneurship development at times,
mainly when the price of oil and economic growth decreased, which had a low cost for the
government. However, as soon as the price of oil and government revenues increased, the
government's support became weaker. To improve the entrepreneurship index, the
government should provide its support continuously and not limit it to periods of economic
recession and decrease it during income booms, particularly from oil income. Secondly;, this
support should include all the entrepreneurship development index components.
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