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Abstract

1979, MIT scholars David Birch, in his book “The process of job crea-
tion”, found that small businesses create nearly 80% of the new jobs in the
United States. This conclusion foresees the rise of “entrepreneurial econo-
my” in the 80’s of 20th century. The most important characteristic of Entre-
preneurial economy is that the main job creator change from large enterprises
to the small and medium enterprises and new enterprises.

With the rise of entrepreneurial economy, “Entrepreneurship” became
an attracting area of academic research. The relationship between entrepre-
neurship and employment growth maybe the most concerning topic.

As foreign scholars has revealed a positive relationship between entre-
preneurship and employment growth, we now need to answer the questions
that what is the relationship between entrepreneurship and employment
growth in China and what are the factors that affect this relationship.

Based on China’s indigenous reality, this dissertation tries to address
three questions: (1) what are the economic social factors that impact the de-
velopment of China’s entrepreneurship? (2) What're the factors affecting
the role of entrepreneurship in job creation? (3) What’s the degree of influ-.
ence of these factors respectively? How these factors impact on the job crea-
tion process? In this paper, we use panel date of China’s 31 provinces from
2002 to 2007 to answer these three questions. Conclusions are as follows:

e 3 .



Mechanism of Entrepreneurship’s Contribution to China’s Employment Growth

First, the research shows that entrepreneurial activities are significant
impact by the region’s economic and social environment. China’s investments
in infrastructure, per capita income and previous start-up activity have sig-
nificant positive effects on entrepreneurship. With the improvement of
China’s infrastructure situation, and constantly improvement of the level of
per capita income, as well as the growth of the number of enterprises a high-
er level of entrepreneurial activity will be receievd.

Second, in 2002—2007 the entrepreneurial activities of Chinese three
types corporate has an overall positive impact on employment growth. And
this influence can be divided into direct effect and indirect effect. The direct
effect based on the jobs created by the entrepreneurial company. And the in-
direct effect depends on the degree that star-up companies affect the whole ef-
ficiency of the market and ultimately promote economic growth and employ-
ment growth. The paper also shows that the entrepreneurial activity of Pri-
vate and individual enterprises is more significant in promoting the employ-
ment growth. This shows that in the transition economy, China’s private
economy has played a significant role in China’s economic life.

Third, increased product-based technological progresses are the main
mechanism of China’s entrepreneurship to promote employment growth,
This conclusion is also consistent with the reality of China experience. In the
history of China's reform and openness, Entrepreneurial behavior always
performance to fill the gap of market, to meet the consumer demand, or
even to create a lot of new industries, Labor demand as a derived demand of
product demand grows with the development of the product growth.

The study also reveals that local environment and labor market factors
act as the moderator between entrepreneurship and employment growth,
Skilled labor, natural population growth rate, infrastructure investment,
per capita income, the previous start-up shows a significant positive moder-
ate effect. As a sign of labor market conditions, wage shows a significant

negative moderate effect on the relationship between entrepreneurship and
. 4 .



Abstract

employment growth,
Finally, the dissertation put forward some policy recommendations:
Develop entrepreneurial incentive policies based on local conditions,
Strengthen the industrialization of scientific and technological achievements
and make the mechanism of “start-up-technological progress-employment
growth” more smooth. Make plans to improve the entrepreneurial compe-
tencies of entrepreneurs. Create a favorable social atmosphere of the devel-

opment of “entrepreneurial spirit”.
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