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ABSTRACT: The relationship between growth, economy, and entrepreneurship is thoroughly examined in this
literature review. It offers a conceptual framework with important ideas and models. This paper scrutinizes how
entrepreneurship affects economic performance and highlights how it stimulates growth at various levels. It examines
how entrepreneurship and innovation are related, showing how they contribute to economic growth. Discussions of
entrepreneurial ecosystems center on their elements and effects on development. Various difficulties and impediments
experienced by business owners, such as regulatory burdens, which hinder the growth of their businesses, have been
discussed along with their solutions. This literature review provides insightful information for policymakers,
practitioners, and scholars by expanding upon how growth, economy, and entrepreneurship are interconnected with
each other.

KEYWORDS: Growth, Economy, Entrepreneurship, Innovation, Economic growth, Entrepreneurial ecosystems,
Regulatory burdens

1. INTRODUCTION

Growth, economy, and entrepreneurship (Almoddévar-Gonzélez, Fernandez-Portillo, & Diaz-Casero, 2020) are
intertwined forces that propel wealth, innovation, and societal progress. This literature review will investigate the
connection between these three domains, offering stakeholders an in-depth comprehension and ramifications. It
provides an extensive overview of the subject by delving into economic models and frameworks for entrepreneurship.
The review also highlights (Hameed & Irfan, 2019) the fundamental connection between innovation and
entrepreneurship. Entrepreneurial activities promote creativity, technological progress, and economic growth. The
review clarifies how entrepreneurship functions as a catalyst for economic progress by combining studies and theories
that emphasize this connection.

Economic Growth and Entrepreneurship
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Fig.1 The Role of Entrepreneurship in Economic Growth
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However, entrepreneurial and economic growth encounter constraints and stumbling blocks. Inadequate finance,
cumbersome laws (Stoica, Roman, & Rusu, 2020), and a medley of other problems challenge entrepreneurs to run their
businesses successfully. The review sheds light on and analyzes these challenges and ways to overcome them,
providing readers like scholars, practitioners, and policymakers with clarity over the topic.

Therefore, an attempt has been made to grasp the connection between growth, economy, and entrepreneurship (Meyer
& Hamilton, 2020) through this literature review to offer readers insightful information, which will aid them in making
well-informed choices and entrepreneurship-friendly tactics possible for long-term economic expansion.

II. ECONOMIC MODELS AND FRAMEWORKS FOR ENTREPRENEURSHIP

Economic models (Cardella, Hernandez-Sanchez, & Sanchez-Garcia, 2020) serve as essential for understanding as well
as assessing how the variables of entrepreneurship evolve within an economy of a country. They offer an ordered
method of evaluating the factors that affect the growth of the economy and the mechanisms underlying entrepreneurial
activity. The following are the economic models for entrepreneurship:

| SME Policy | High-Growth Entrepreneurship Policy

Policy Goals

- objectives in relation to Entice more people to become Entice the right people to become

entrepreneurs entrepreneurs entrepreneurs
- objectives in relation to Increase the number of new Increase the growth of entrepreneurial
entrepreneurial firms entrepreneurial firms firms

- objectives in relation to Facilitate the environment for  Facilitate the environment for
operational environment small business operation entrepreneurial firm growth

Resource Provision

- source Mostly from public sources Combination of public and private
sources
- type of financial Grants, subsidies, soft loans  R&D loans and innovation grants,
resources business angel finance, venture

finance, IPOs

- dominant service Basic (standard) advice for Experience-based advice for venture
firm creation, business plan- finance; strategic planning; interna-
ning, small business operation tionalization; organizational growth

- resource distribution Ensure equal access for Select promising recipients (resource
principle everyone (resource spread) focus)

Regulatory Emphasis

- life cycle focus Remove bottlenecks to new Remove bottlenecks to entre-
business entry preneurial firm growth
- compliance bottleneck Reduce cost of compliance Smooth compliance requirements for
addressed for small businesses growing firms
- fiscal regulations Reduce VAT for small firms Accommodate dramatic changes in
firm scale; treat share options neutrally
- attitude toward Avoid failure, bankruptcy Accept firm failure and bankruptcy, but
failure reduce the economic and social cost
of these
- links to other policy Industrial policy, social policy, Industrial policy, innovation
domains labor policy policy, labor policy

Fig.2 Distinction between SME and High-Growth Entrepreneurship Policies
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. Solow-Swan Model: The Solow-Swan model examines how capital accumulation and technical innovation
foster long-term economic development. Increased investments in physical assets and technological advances can help
nations increase productivity and attain sustainable economic development. It highlights how educational opportunities,
infrastructure, and creativity promote economic development. By recognizing the processes of building up capital and
breakthrough technology, policymakers strategize to promote a conducive environment for long-term growth, attracting
foreign direct investment, and enhancing living standards for their inhabitants.

. Endogenous Growth Theory: Endogenous growth theory perceives factors like knowledge acquisition,
human resources, and innovation as endogenous causes of economic growth, opposing the Solow-Swan model. It
indicates how important R&D and business ventures are to generating sustainable growth.

° Opportunity-Based Theory: The theory (Klofsten, Fayolle, Guerrero, Mian, Urbano, & Wright, 2019)
states that business emerges as an outcome of recognizing and capitalizing on market opportunities. The primary
emphasis is the significance of entrepreneurial attentiveness, invention, and taking calculated risks to detect and
capitalize on profitable possibilities.

. Resource-Based View (RBV): As per the RBV, entrepreneurship is stimulated by the availability and use of
special and valued resources. It concentrates on how business owners make the most of their assets to forge competitive
advantages and promote economic expansion.

. Effectuation Theory: The theory that entrepreneurs participate in a dynamic process of creating new
chances by utilizing their existing resources and building networks and alliances is highlighted by effectuation theory.
° Schumpeterian Theory of Innovation: This Joseph Schumpeter-developed theory (Prasetyo, 2019) strongly

emphasizes how entrepreneurship promotes both innovation and economic progress. It draws attention to how
disruptive entrepreneurship is when new goods, procedures, or business models are implemented.

. Diffusion of Innovation Theory: This theory investigates how individuals, organizations, and communities
embrace and distribute innovations. It investigates elements, including perceived benefits, compatibility, and social
impact, that affect the rate and scope of innovation adoption.

° Ecosystem Perspective: According to this framework, entrepreneurship (Urbano, Aparicio, & Audretsch,
2019) is part of a bigger ecosystem that incorporates investors, colleges, government institutions, and support groups. It
acknowledges how these actors are linked and dependent on one another to promote entrepreneurship and economic
progress.

. Triple Helix Model: The Triple Helix approach emphasizes interaction and collaboration between
government, business, and academia as major forces behind innovation and economic growth. In fostering
entrepreneurship and growth, it emphasizes the significance of knowledge transfer, technology transfer, and policy
interventions.

These models set a groundwork for fathoming growth, economics, and entrepreneurship dynamics. They also aid in
analyzing how resource usage, technological advancement, opportunity recognition, innovation, and -capital
accumulation drive economic growth. Decision-makers and academicians use these models to furnish plans and
regulations that support innovation, entrepreneurship, and long-term economic growth.

II1. THE ROLE OF ENTREPRENEURSHIP IN REGIONAL DEVELOPMENT AND ECONOMIC RESILIENCE

Running an enterprise (Content, Bosma, Jordaan, & Sanders, 2020) is vital for encouraging regional prosperity while
strengthening the economy. By enabling innovation, job creation, and economic diversification, entrepreneurs add to
the overall development and longevity of a region.
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Fig.3 Growth in the creation of new firms from 1993 to 2019

1. Job Creation and Economic Growth: Entrepreneurship plays an important role in fostering innovation,
employment creation, and economic diversification, which contribute to the prosperity and sustainability of
communities.

2. Innovation and Economic Diversification: In regions with fewer opportunities for employment, entrepreneurship
is a highly efficient method of job generation. Startups are set up by entrepreneurs, which ultimately results in the
development of employment prospects that encourage economic development and elevate income levels. By
developing job possibilities, businesses lower unemployment rates regionally and promote the economy as a whole.

3. Infrastructure Development and Investment: Building infrastructure and investment (Lafuente, Acs, Sanders, &
Szerb, 2020) are a result of entrepreneurial activity. Infrastructure, including transportation, communication
networks, and utilities, is required as entrepreneurs launch new enterprises and spur economic growth. In addition
to facilitating business operations, this infrastructure improvement draws further investment, aiding in regional
development.

4. Knowledge and Technology Transfer: Business ventures often act as gateways for the exchange of information
and technology across regions. Transfer of knowledge and the widespread use of modern technology are frequently
the outcomes of cooperation among academics, business owners, and industry professionals. This information and
technology transfer enables people in distinct regions to enhance their competencies, output, and competitive edge.

5. Policy Support and Entrepreneurial Infrastructure: Policymakers are essential in maximizing
entrepreneurship's contribution (Prasetyo & Kistanti, 2020) to regional development and economic resilience. It is
crucial to have supportive policies, such as financial access, entrepreneurship training, and regulatory frameworks
that promote firm creation. Incubators, accelerators, and networking platforms are just a few examples of the
entrepreneurial infrastructure being developed, which creates a supportive atmosphere for new business endeavors.

Entrepreneurship has an enormous effect on an economy's stability and regional growth. By employment generation,
inventiveness, economic variety, and the creation of infrastructure, entrepreneurship promotes regional economic
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development and raises its capacity to cope with setbacks. By providing an encouraging atmosphere and implementing
regulations that facilitate it, policymakers can optimize the beneficial outcomes of entrepreneurship on the region's
growth and economic resilience, boosting prosperity in the long term.

IV. BARRIERS TO ENTREPRENEURSHIP AND ECONOMIC GROWTH

Businesses face several challenges (Fauzi, Antoni, & Suwarni, 2020) regardless of the status of the development of an
economy. A few major challenges that hinder their growth incorporate:

i Domains of the Entrepreneurship Ecosystem
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Fig.4 Economic growth through entrepreneurship

1. Access to Capital: Entrepreneurs struggle to obtain adequate funding to establish and expand their businesses,
irrespective of the effectiveness of their business model and persuasive skills. Given the insufficient capital, these
entrepreneurs experience intricacy in taking benefit of growth prospects and investing in research and
development, which limits economic growth.

2. Regulatory Burdens: Significant obstacles to businesses are presented by complex and strict rules. The high costs
of bureaucratic red tape, regulatory compliance, and challenging legal obligations could deter business owners
from establishing and running their enterprises. A lot of red tape hinders business ownership, suppresses creativity,
and retards the expansion of businesses.

3. Market Competition: Fierce market competition poses an impediment to entrepreneurs. This is common,
particularly in markets or industries where monopolistic established corporations predominate, and it has also
decreased economic advancement and market opportunities. Additionally, the presence of dominant players
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with significant market power can further deter new entrants by creating an uneven playing field and reducing the
chances of fair competition.

Skills and Education Gap: Entrepreneurs must possess an array of competencies and vast knowledge. However,
certain regions lack access to entrepreneurship training programs and high-quality education. This gap in talents
and wisdom amongst prospective businesspersons affects the likelihood that entrepreneurial initiatives will succeed
and grow.

Risk Aversion and Fear of Failure: Psychological impediments like failure phobia and risk aversion can stop
striving business owners from working on their ideas. With factors like potential social shame, financial loss, and a
lack of support networks, ambitious entrepreneurs are hesitant to take entrepreneurial risks. A risk- averse culture
delays entrepreneurial endeavors and suppresses economic growth by eliminating the formation of new enterprises.
Sociocultural Factors: Societal and cultural detriments like gender discrimination and societal perceptions about
entrepreneurship deter a venture from growing. Cultural norms, a lack of support for groups, and misconceptions
can prevent business owners from attaining resources and opportunities and making networks. Hence, eradicating
sociocultural barriers to back inclusive entrepreneurship, economic growth, and the potential of aspiring
entrepreneurs is pivotal.

Diagnosing and eradicating entrepreneurship-related barriers is indispensable for a strong and vigorous ground-
breaking entrepreneurial ecosystem to foster economic evolution. It is important to enact legislative variations that
increase access to money, encourage the growth of entrepreneurial awareness and talents, streamline regulations,
diminish risk aversion, and encourage inclusive and inspiring environments. By abolishing the aforementioned
blockades, society can unleash the full potential of entrepreneurship, boost economic progress, and build an
environment that boosts job growth, modernization, and long-term prosperity.

V. OVERCOMING CHALLENGES AND BARRIERS TO ENTREPRENEURSHIP AND ECONOMIC GROWTH

In order to encourage entrepreneurship (Galindo-Martin, Castafio-Martinez, & Méndez-Picazo, 2021) and maximize its
potential for accelerating the economy forward, it is necessary to get rid of the barriers and challenges that business
owners encounter. Here are a few crucial strategies for overcoming these obstacles:

1.

Improving Access to Capital: Entrepreneurs must make efforts to arrange funds by adding new sorts of finance,
like angel investor networks, venture capital firms, and crowdsourcing websites. Government-backed loan
programs and incentives for financial institutions to grant to startups and small enterprises are other options for
policymakers.

Streamlining Regulations: Government must make regulations (Maritz, Perenyi, De Waal, & Buck, 2020) more
manageable and establish clear, open, and business-friendly regulatory frameworks. Entrepreneurs can save time
and money by digitalizing management processes and establishing online platforms for complying with the law.
Regulations can be kept current and in line with the demands of entrepreneurial endeavors by conducting regular
evaluations.

Encouraging Competition and Market Access: Encouraging businesses necessitates fostering competition.
Policymakers can enact antitrust laws to stop monopolistic operations and establish a level playing field for new
competitors. Economic growth can be boosted by lowering entry barriers, opening markets, and helping businesses
access domestic and foreign markets.

Enhancing Entrepreneurship Education and Skills Development: Fostering a new generation of entrepreneurs
(Sergi, Popkova, Bogoviz, & Ragulina, 2019) requires spending money on entrepreneurship education and skill
development. Entrepreneurship classes and chances for hands-on learning should be included in educational
institutions' curricula. Organizations that encourage entrepreneurship can provide mentorship programs,
workshops, and networking opportunities to assist entrepreneurs in building the networks, expertise, and contacts
they need to thrive.

Promoting Risk-Taking and Embracing Failure: It's crucial to foster a culture where taking calculated risks is
encouraged, and failure is seen as a teaching opportunity. Programs for entrepreneurship education can foster a
mindset that supports prudent risk-taking and resilience. Governments can offer assistance by way of
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counseling services, financial safety nets, and networks that link business owners with seasoned mentors who can
offer support and advice during trying times.

6. Fostering Inclusive Entrepreneurship: Sociocultural barriers should be removed, and inclusive business should
be encouraged. Equal opportunity, the eradication of gender bias, and assistance for underrepresented groups are all
part of this. A more inclusive entrepreneurial ecosystem can be produced via initiatives addressing systemic
prejudices, mentorship programs for underrepresented entrepreneurs, and policies promoting diversity and
inclusion.

Educators, policymakers, and stakeholders can assist in removing barriers to entrepreneurship by implementing these
initiatives. The full scope of entrepreneurial activity, economic expansion, and sustainable prosperity can be realized
through establishing a setting that facilitates the availability of capital, eases regulatory burdens, favors competition,
encourages skill development, rewards risk-taking, backs inclusive entrepreneurship, and builds supportive ecosystems.

VI. CONCLUSION

In conclusion, economic frameworks and models shed light on how entrepreneurship contributes to economic progress.
Entrepreneurship supports regional growth and economic resiliency by encouraging job creation, innovation, and
diversification. Industry clusters benefit the world by promoting cooperation, information sharing, and competition.
Issues including restricted access to capital, onerous regulations, and intense market competition hamper
entrepreneurship. Policy changes are needed to overcome these obstacles, such as enhancing financial access,
streamlining rules, and encouraging skill development. Societies can unleash the potential of entrepreneurship by
addressing these issues, which will boost economic growth and promote equitable and sustainable development.
Strategic initiatives and policy measures will enable dynamic entrepreneurial ecosystems, boosting regional prosperity
and international competitiveness.
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