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Both entrepreneurship and corruption 
are important factors in the way to 
establishing a competitive economic strategy 
of the country. Therefore all over the world 
steadily policy and regulatory reforms are 
being implemented in order to develop the 
Entrepreneurial Environment. Nevertheless 
the above carried out analysis shows that at 
the same time for developing countries i.e. 
like the Republic of Armenia the halfway 
battle could be managing the level and 
diffusion of corruption and bureaucracy as 
well as promoting genuine competition in 
the economy.  

Key words: Entrepreneurship, Shadow 
economy, Corruption, Business Regulations, 
Competition

During the recent years there has been 
undeniable growing interest among the 
entrepreneurial scholars in the effects of 
business regulations on economic welfare 
(Nicoletti & Scarpetta, 2003) and particularly 
on entrepreneurship (Stel et al, 2007). This 
becomes especially vital why the other major 
impact factors on entrepreneurship such 
as socio-psychological (cultural) in spite of 
huge importance (Hayton et al., 2002) are 
more resistant and less change addicted per 
se during the same timeframe. 

Hence without neglecting the other 
impact factors such as developed 
infrastructure that is availability of financial 
resources, attractiveness of taxation system, 
political stability, geographical position and 

etc., adopting the “best” configuration of 
monetary (i.e. start-up costs and start-up 
minimum capital) and non-monetary (i.e. 
time and procedures) business regulations 
is a basis for forming a favourable 
entrepreneurial environment. Afterwards 
this combination outlines the success of 
country’s entrepreneurial environment and 
the competitiveness level of its participants’ 
in the world economy. 

The administrative framework is indeed 
important for market entrants and their 
further performance. That is why worldwide, 
114 economies implemented 238 regulatory 
reforms in 2012/13 making it easier to do 
business (The World Bank 2012, 2013). For 
example, Doing Business ranks countries 
business indices according to the regulatory 
environment’s conduciveness to the starting 
and operation of a local firm. Interestingly, 
some countries listed in the top ten of 
Starting a Business (e.g. Armenia 6, Rwanda 
9, and Azerbaijan 10) are far beyond in Ease 
of Doing business (e.g. Armenia 37, Rwanda 
32, and Azerbaijan 70). Thus attractive 
Business Regulations for start-ups seems 
not to guarantee per se an overall wealthy 
Entrepreneurial System.

Since De Soto (1989) one set of studies 
advocates free market entry in line with 
political and economic institutions as key 
determinant for economic growth. While 
analysing the role of policy and institutions 
for productivity and firm dynamics 
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Scarpetta et al. (2002) find significantly 
lower entry rates because of more rigid 
administrative and sector specific product 
market regulations. Furthermore they 
argue that the rate of entry of small and 
medium enterprises is negatively related 
to the number of regulations. Taking into 
consideration the aforementioned simplifying 
the entry and exit regulation seems way-out 
for entrepreneurship development.

However the whole picture isn’t so 
trivial, one model cannot ideally fit to all 
the countries and industries whatever 
good it were. Reality turns out to be 
more nuanced—there can be no a priori 
assumption that an industry in a particular 
region of a country will benefit from or 
be harmed by liberalization (Aghion et al., 
2005).Van Stel et al (2005) suggest paying 
more attention to difference in countries’ 
economic development rate as clue for 
policy efficiency. They find that the effect on 
economic growth of entrepreneurial activity 
by nascent entrepreneurs and owner/
managers of young businesses mostly varies 
according to the economic development 
stage of the countries’. 

Gann et al (1998) suggest looking at 
the question from different angles. They 
conclude when “performance-based” 
building regulations are treated as static sets 
of technical requirements, their effect is 

similar to more traditional prescriptive forms 
of regulation. A more progressive approach 
is possible in which regulations can be used 
as part of a portfolio of policies aimed at 
improving firm performance. In this respect 
the economic literature suggests that one of 
the main deterrents for Entrepreneurship 
could be considered bureaucracy (Block 
et al., 2008) and corruption (Anokhin & 
Schulze, 2009). 

In fact, in order to evade the red tape 
of regulations in highly regulated markets 
entrepreneurs look for other, sometimes 
illegal possibilities to accelerate the firm 
registration. Dreher & Gassebner, 2011 state 
that the existence of a larger number of 
procedures required to start a business, as 
well as larger minimum capital requirements 
may generate corruption in highly regulated 
economies. In addition to higher corruption 
and larger unofficial economies, countries 
with heavier regulations of entry do not 
have better quality of public or private 
goods. Vice versa countries with more 
democratic and limited governments have 
lighter regulation of entry (Simeon Djankov 
et al., 2002). Thus existence of the red tape 
of regulations required to start a business 
may generate great corruption and a larger 
unofficial economy.

TABLE 1

Source:EnterpriseSurveys2013;WordBank
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Transparency International reminds that 
the abuse of power, secret dealings and 
bribery continue to ravage societies around 
the world (Transparency International). 
Indeed as we can see in the Table 1 Bribery 
and Corruption are still essential problems 
for the Entrepreneurs in the Republic of 
Armenia, as well as in the whole region with 
some proviso to Georgia. Therefore in line 
with the Entrepreneurial efficiency by the 
government appropriate attention should 
be paid to the diminution of illegality in 
the sector. 

Bardhan (1997) mentions while 
corruption in one form or another has 
always been with us, it has had variegated 
incidence in different times at different 
places and with varying degrees. The 
theory and evidence suggest that efforts 
to foster entrepreneurship and innovations 
within an economy will be more productive 
if accompanied by policy reforms aimed 
at controlling corruption. Inasmuch as 
entrepreneurial and innovative activity 
may contribute to the accumulation of 
economic welfare, such efforts may serve 
a greater goal of contributing to economic 
development (Anokhin & Schulze, 2009). 
According to Schleifer and Vishny (1993), 
corruption may be costly for the economic 
development and they argue that economic 
and political competition can reduce the 
level of corruption and its adverse effects. 
Moreover the negative association between 
corruption and growth, is significant in both 
a statistical and an economic sense (Mauro, 
2008) and better control of corruption 
will also be associated with rising levels of 
innovation and entrepreneurship (Anokhin 
& Schulze, 2009).

Moreover Greve & Salaff, 2003 explain 
while establishing a firm an important role 
plays social relations. Entrepreneurs use 
their social capital to access resources in 
each phase of the establishment process 
and there is a high proportion of family 
members in their networks. And those with 

the highest proportion rely less on outsiders 
elevating trust. And some manifestations of 
trust in these networks can have not only 
positive but also negative implications for 
corruption. Namely a positive influence 
of a high trust in friendship and kinship 
influence on the probability of becoming 
engaged in corrupt dealings (Tonoyan, 
2005). Also, where social networks are 
narrowly defined, obligations are unlikely 
to interfere with the performance of 
public duty. Social networks and personal 
relationships are strong ties which prevent 
people from transferring to the official 
economy (Schneider 2005) and forming 
network corruption (Granovetter, 2007). 
Finally, viewing illegal business activities 
as a widespread business practice provides 
the rationale for entrepreneurs to justify 
their own corrupt activities (Tonoyan et al. 
2010).

Taking into consideration the above 
mentioned we come to a conclusion that it is 
crucial not only to promote Entrepreneurship 
but prevent its possible consequences 
such as corruption and illegality as well. In 
regard to the Republic of Armenia a possible 
solution could be cutting back the red tape 
of regulations simultaneously encouraging 
the genuine competition in the sector. 
Another important point for developing 
countries could be the establishment of 
good governance and the consistency 
of implementation of continuous policy 
reforms in Entrepreneurial environment. 

Article submission date: 19.02.2015



327

References
1. Aghion, P., Burgess, R., Redding, S., & Zilibotti, F. (2005). Entry Liberalization and Inequality in Indus

trial Performance. Journal of the European Economic Association, 3(23), 291–302. 
2. Anokhin, S., & Schulze, W. S. (2009). Entrepreneurship, innovation, and corruption. Journal of Busi

ness Venturing, 24(5), 465–476. 
3. Bardhan, P. (2006). The economist’s approach to the problem of corruption. World Development, 

34(2), 341–348.
4. Block, J., Brockmann, H., Klandt, H., & Kohn, K. (2008). FGF Arbeitskreis „Gründungen und Wirtschaft

spolitik “ Diskussionspapier Gründungshemmnisse in Marktmechanismen und Marktumfeld – Facet
ten empirischer Evidenz Die Förderung von Unternehmens.

5. Djankov, S., La Porta, R., LopezdeSilanes, F. & Shleifer, A. (2002). The regulation of entry. Quarterly 
Journal of Economics, 117(1), 1–37.

6. Dreher, A., & Gassebner, M. (2011). Greasing the wheels? The impact of regulations and corruption on 
firm entry. Public Choice, 155(34), 413–432. 

7. Gann, D. M., Wang, Y., & Hawkins, R. (1998). Do regulations encourage innovation?  the case of 
energy efficiency in housing. Building Research & Information, 26(5), 280–296. 

8. Granovetter, M. (2007). The Social Construction of Corruption. Stanford University Press, 152–172.
9. Greve, A., & Salaff, J. (2003). Social networks and entrepreneurship. Entrepreneurship theory and 

practice, 28, 1–22.
10. Hayton J., Gerard G. & Shaker Z. (2002). National Culture and Entrepreneurship: A Review of Behav

ioral Research. Entrepreneurship Theory and Practice, 4 (26), 33.
11. Marquez, A. (1990). The Other Path by Hernando De Soto. Boston College Third World Law Journal, 

10(1).
12. Mauro, P. (2008). Corruption and Growth. The Quarterly Journal of Economics, 110(3), 681–712.
13. Nicoletti, G., & Scarpetta, S. (2003). Regulation, productivity and growth: OECD evidence. Economic 

Policy, 18(36), 972.
14. Prantl, S. (2010). The impact of firm entry regulation on longliving entrants. Small Business Eco

nomics, 39(1), 61–76.
15. Shleifer A. & Mauro R. 1993, Stock market driven acquisitions. Journal of financial Economics, 70 (3), 

295311.
16. Scarpetta S., Hemmings Ph., Tressel Th. & Woo J. (2002). The Role of Policy and Institutions for Pro

ductivity and Firm Dynamics: Evidence from Micro and Industry Data (April 22, 2002). OECD Econom
ics Department Working Paper No. 329.

17. Schneider, F. (2005); Shadow economies around the world: what do we really know? European Jour
nal of Political Economy, 21 (3); 598642

18. Tonoyan V., Strohmeyer R., Habib M., Perlitz M.(2010); Corruption and Entrepreneurship: How Formal 
and Informal Institutions Shape Small Firm Behavior in Transition and Mature Market. Economies 
Entrepreneurship theory and practice, 34 (5); 803–831.

19. Tonoyan, V. (2005); The dark side of trust: Corruption and entrepreneurship–a crossnational com
parison between emerging and mature market economies. Trust and entrepreneurship: A west–east 
perspective, 3958.

20. Transparency international (2012), Indecis, surveys and reports on Corruption, Berlin, Trancparency 
International.

21. van Stel A., Carree M. & Thurik R. (2005). The Effect of Entrepreneurial Activity on National Economic 
Growth. Small Business Economics, 24(3), 311–321. 

22. van Stel, A., Storey, D. J., & Thurik, a. R. (2007). The Effect of Business Regulations on Nascent and 
Young Business Entrepreneurship. Small Business Economics, 28(23), 171–186. 

23. World Bank (2013), Doing Business 2012/2013, Comparing regulations in 189 Countries, Washington 
Dc, The World Bank. 

24. World Bank (2013), Enterprise Surveys 2012, Comparing different types of bribery in 135 Country, 
Washington Dc, The World Bank.



328

КОСВЕННОЕВЛИЯНИЕРЕГУЛИРОВAНИЯСФЕРЫБИЗНЕСНАКОРРУПЦИЮ
А РАМ СИ МО НЯН

 Меж ду на род ный на уч но-об ра зо ва тель ный центр На ци о наль ной Ака де мии На ук Рес пуб ли ки  
Ар ме ни я, заместитель заведующего кафедрой экономики, кан ди дат эко но ми чес ких на ук

 Как предп ри ни ма тельст во, так и кор руп ция яв лят ся важ ны ми фак то ра ми на пу ти ос
но ва ния кон ку рен тос по соб ной эко но ми чес кой по ли ти ки ст ра ны. По э то му во всем ми ре пос
то ян но осу ществ ля ют ся прог рам ные и нор ма тив ноп ра во вые ре фор мы в це лях раз ви тия 
предп ри ни ма тельс кой сре ды. Од на ко же, как по ка зы ва ет про ве ден ный ана лиз, па рал лель но 
ре фор мам в раз ви ва ю щих ся ст ра нах, нап ри мер та ких, как Рес пуб ли ка Ар ме ния за лог ус пе ха 
ле жит в уп рав ле нии уров нем и расп рост ра не ни ем кор руп ции и бю рок ра ти и, а так же в сти
му ли ро ва нии ре аль ной кон ку рен ции в эко но ми ке.

Дата представления статьи: 19.02.2015

 ԳՈՐ ԾԱ ՐԱ ՐՈՒ ԹՅԱՆ ՈԼՈՐ ՏԻ ԿԱՐ ԳԱ ՎՈ ՐՈՒՄ ՆԵ ՐԻ ԱՆՈՒՂ ՂԱ ԿԻ  
ԱԶ ԴԵ ՑՈՒ ԹՅՈՒ ՆԸ ԿՈ ՌՈՒՊ ՑԻ ԱՅԻ ՎՐԱ 

Ա ՐԱՄ ՍԻ ՄՈ ՆՅԱՆ
ՀՀ ԳԱԱ Գի տակր թա կան մի ջազ գային կենտ րո ն, դա սա խոս, տն տե սա գի տու թյան թեկ նա ծու

Ե՛վ ձեռ նար կա տի րու թյու նը, և՛ կո ռուպ ցի ան կար ևոր գոր ծոն ներ են երկ րի մր ցու նակ 
տն տե սա կան ռազ մա վա րու թյան ձևա վոր ման ճա նա պար հին։ Ուս տի ողջ աշ խար հում ձեռ
նար կա տի րա կան մի ջա վայ րի բա րե լավ ման նպա տա կով պար բե րա բար իրա կա նաց վում 
են ինչ պես նա խագ ծային, այն պես էլ նոր մա տի վաի րա վա կան կար գա վո րում նե րի բա րե
փո խում ներ։ Այ նո ւա մե նայ նիվ, ինչ պես ցույց է տա լիս իրա կա նաց ված վեր լու ծու թյու նը, 
միև նույն ժա մա նակ զար գա ցող երկր նե րի հա մար, ինչ պի սին օրի նակ՝ Հա յաս տա նի Հան
րա պե տու թյունն է, հա ջո ղու թյան գրա վա կան կա րող է հան դի սա նալ բյու րոկ րա տի այի և 
կո ռուպ ցի այի սփռ վա ծու թյան աս տի ճա նի կա ռա վա րու մը, ինչ պես նաև՝ ողջ տն տե սու թյան 
մասշ տա բով իրա կան մր ցակ ցու թյան խթա նու մը։ 
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