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Introduction 

 

Entrepreneurship has been described as a driver of economies.  Its role in spurring economic 

growth and development; launching of new concepts , products and services;  cultivating 

innovation; creating employment; and others has  been extolled.  Hence, ways to promote 

entrepreneurship have been sought.  Part of this search for nurturing and fostering entrepreneurial 

activity includes identifying the determinants of entrepreneurship.  Among the determinants is the 

business environment, particularly the business regulatory environment, that has a great potential 

in promoting the creation of new business or corporations.  This paper aims to identify the possible 

relationship between certain business regulations with the creation of, or particularly, the 

registration of new corporations. 

 

 

Statement of the Problem 

 

The problem can be stated thus:  What are the relationships, if any, between and among the 

existence of business regulations, such as an electronic business registry, electronic distribution of 

data, and the compulsory registration of financial statements, with the creation of new 

corporations, as well as the total number of corporations?  Conversely, it can be stated thus: how 

do the existence of business regulations, such as electronic business registry, electronic distribution 

of data, and the compulsory of financial statements influence the creation of new corporations, as 

well as the total number of corporations? 

 

 

Objectives of the Study 

The objective of the study is to try to determine the relationship of nationally imposed business 

regulations on the creation of new corporations, in selected  countries.  These business regulations 

can be represented by the existence of an electronic business registry, electronic distribution of 

data, and the compulsory registration of financial statements.  The number of new corporations, as 

well as the total number of corporations is obtained.   

 

In particular, the paper tries to determine if there are significant differences in the number of new 

corporations created in 2005 as well as the total number of corporations in that year,  in selected  

countries, based on the  countries' use of e-registry, e-distribution, compulsory registration of 

financial statements.  

 

 

Scope and Limitations 

The researcher worked with a previous collection of data that collated information from 70  

countries, located in several regions:  Latin America and the Caribbean, East Asia and the Pacific, 
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Europe and Central Asia, Middle East, South America and Sub-Sahara Africa, and the 

Developed/High Income countries.  However, due to the incompleteness of data from some 

countries, eight countries were not included in the list, leaving only 62 countries considered in the 

final data set. 

 

A limitation of the study is that the dependent variables, the number of total corporations in 2005, 

and the number of new corporations in 2005, did not satisfy the tests for normality, using the 

Kolmogorv-Smirnov and Shapiro-Wilks test statistics, as well as the tests for equality of variance, 

using the Box M Test and the Levene’s Test.  Possible remedial measures included taking the 

logarithmic, square root, or inverse  of the dependent variables. These steps require a trial & error 

procedure until both normality and equality of variance tests are satisfied. 

 

 

Review of Related Literature 

 

Joseph Schumpeter defined entrepreneurship as “the assumption of risk and responsibility in 

designing and implementing a business strategy or starting a business” (Schumpeter 1911). J. W. 

Gough stated that entrepreneurship “refers to a person who undertakes and operates a new 

enterprise or venture, and assumes some accountability for the inherent risks” (Gough, 1969). The 

Global Entrepreneurship Monitor defines entrepreneurship as, “ any attempt at new business or 

new venture creation such as self-employment, a new business organization, or the expansion of 

an existing business by a team of individuals or established business.” (Harding, 2002).  For 

practitioners, entrepreneurship has generally been viewed as the process of creating new wealth. 

More narrowly,  Klapper, et al (2010)  defined it as the activities of an individual or a group aimed 

at initiating economic activities in the formal sector under a legal form of business. 

 

Entrepreneurship has been identified as contributing greatly to economic growth and development, 

as well as competition, although some authors have questioned the direction of the causality:  

whether entrepreneurship leads to high economic growth, or if highly developed economies lead 

to entrepreneurial activity (Tang and Koveos, 2004).  However, researchers have commented on 

how business entry and density rates are significantly related to country lead indicators of 

economic development and growth, quality of legal and regulatory environment, ease of access to 

finance, and prevalence of informality (Klapper et. al., 2010). It is important to understand 

determinants, which are conditions that favor business start-ups, and which hamper them.  

Reynolds, et. al, (1994) identify seven key entrepreneurial process underlying new firm start up, 

and among them is government policies, which include the business regulatory framework. A 

strong regulatory framework is considered a determinant of entrepreneurship, on the condition that 

economic initiatives have enough space to flourish (World Bank, Doing Business Survey, 2009).  

Klapper, et al (2010) also state that their findings show that the business environment, particularly 

ease of starting a business and political corruption – remain significant indicators of total firm 

registration.  They suggest improvements in tax, regulatory, and governance environment have a 

relationship with growth of registered businesses.  The Global Entrepreneurship Monitor’s (GEM) 

main objective is to determine the kind of policies that may enhance the national level of 

entrepreneurial activities.  Among the nine entrepreneurship framework conditions it has, 

government policies and government programs are top most in the list.  Aligned with its conceptual 

model, the GEM states that a nation’s level of entrepreneurial activity is the result of its 
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population’s assessments of entrepreneurial opportunities and their entrepreneurial potential.  

These two factors are influenced by both specific entrepreneurial framework conditions and 

general national framework conditions (Global Entrepreneurship Monitor Website, 2012). 

 

The World Bank publication, “Doing Business Report” contains an “ease of doing business index” 

which measures the relative strength of the regulatory environment as conducive to the operation 

of business (Doing Business Report, 2009). Related studies had shown that a negative and 

significant relationship between the ease of starting a business with entry rates, and new firm 

density rates per country.  Another finding is that barriers to starting a business are significantly 

and negatively correlated with business density and the entry rate.  For example, the fewer 

procedures required in business registration and the shorter the number of days it takes to start a 

business, the greater the number of registered firms, and the higher the entry rate.  (Klapper, et al., 

2010). 

 

Business registries have been defined as a mechanism to try to guarantee that businesses comply 

with current regulations, and make this information available to the public. The amount of 

information required to register varies across countries. However, in general, information is 

collected during both  the incorporation/ registration process and the life of the business. For 

instance, at the time of registration, firms are generally required to report the list of shareholders 

and managing directors, the main industrial activity, proof of payment of taxes and fees, and proof 

of compliance with applicable business regulations. On an annual basis, many countries require 

firms to report balance sheet and profit/loss accounts and changes in employment. Furthermore, 

during the course of the business life, firms are often required to report any changes in share 

capital, mergers or acquisitions, and insolvency or liquidation proceedings.   (Klapper, et. al. , 

2010). 

 

Case-based evidence haS shown that government policy in the areas of taxation and enforcement 

can have a large impact on business registration.  In a study conducted by Kappler et al (2010) 

among 76 countries, some results include the following:  1)  entry rates are more related to the 

business environment and governance;    2) large and significant relationships exists between 

business density, entry rates, and entry per capita; 3) entry rates are significantly related to better 

governance;  4)  entry per capita is significantly related to the number of entry procedures, access 

to finance and economic development;  5)  entry is inversely related to entry procedures.  These 

findings underscore the importance of the business environment in formal private sector 

development and growth. 

 

Many governments have made it easier for entrepreneurs to start a new firm by deregulating and 

automating the registration process.  Some documented cases are Mexico and Russia, where 

legislative reforms to the registration process have been shown to increase entry and small business 

employment. An example of a legislative reform is the e-registration system. Automating the 

registration process also helps provide lenders, suppliers, and customers greater access to 

information on the financial health, management, and ownership of registered firms, which 

encourages greater access to financing and growth (Klapper, et al, 2010). Even in emerging 

countries, business registration has been given priority.  For instance, among the effort of Bosnia 

and Herzegovina to address the challenge of promoting entrepreneurship and enterprise 

development as it emerged from war, was to prioritize some initiatives such as the creation of a 
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state level organization with an enterprise development brief, the business simplification reforms 

such as the target of 15 days for business registration, and a greater degree of tax harmonization 

(Bosnia and Herzegovina Enterprise Policy Performance Assessment, 2003). 

 

In order to assess the different degrees of modernization of business registries, the survey collected 

information on the availability of electronic registration, which broadly includes the automation 

and computerization of local registrars, the ability to register over the Internet, and the electronic 

distribution of data via the Internet. However, this does not necessarily include on- line 

authentication or integration of e- government services.  

 

A deep disparity can be found between industrialized and developing countries. While on average, 

only 32 percent of developing countries have implemented an electronic registry, more than 80 

percent of the industrialized countries have already achieved complete automation. However, in 

most regions, over 60 percent of countries make registrar information available over the Internet. 

This discrepancy might be explained by the fact that electronic distribution is less expensive and 

less difficult to implement and does not require electronic signature or security laws or complex 

e- government platforms (Klapper, et. al, 2010). 

 

Another finding on the impact of e-registration on the ease of doing business reveals that countries 

with e-registration tend to have shorter incorporation time frames, less bureaucratic red tape and 

cheaper procedures.    Another impact is that e-registration results in a higher entry rate for 

countries that have them, as compared to countries that do not have them.  Cases on Guatemala , 

Sri Lanka, and Jordan have shown that these nations had more than 30% increase in new firm 

density rates after full implementation of e-registration.   

 

Correlated to this study is the finding of the World Bank Group Entrepreneurship Snapshot  

(WBGES) 2010 that business registry modernization provides a more favorable business 

environment for starting a business, and facilitates the business registration process.  Another 

report states that the average new entry density was highest in countries with complete business 

registration online.  Countries with remote registration (internet, phone or one-stop-shop) require 

30% less time to start a business and costs are reduced by 50 %. (Klapper,  WBGES 2009). 

 
 

Conceptual Framework 

The conceptual framework for this study is depicted thus: 
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Table 1    : Conceptual Framework 

 

The possible propositions are: 

 

 The existence of an e-registry has a positive effect on the creation of new corporations. 

 The existence of an e-registry has a positive effect on the total number of corporations. 

 The existence of e-distribution has a positive effect on the creation of new corporations. 

 The existence of e-distribution has a positive effect on the total number of  corporations. 

 The compulsory registration of financial statements has a positive effect on the creation of new 

corporations. 

 The compulsory registration of financial statements has a positive effect on the total number 

of corporations. 

 The existence of an e-registry and of e-distribution has a positive effect on the creation of new 

corporations. 

 The existence of an e-registry and of e-distribution has a positive effect on the total number of 

corporations. 

 The existence of an e-registry and the compulsory registration of financial statements have a 

positive effect on the creation of new corporations. 



National Business and Management Conference 2015 | p. 544 

 

 

 The existence of an e-registry and the compulsory registration of financial statements have a 

positive effect on the total number of corporations. 

 The existence of e-distribution and the compulsory registration of financial statements have a 

positive effect on the creation of new corporations. 

 The existence of e-distribution and the compulsory registration of financial statements have a 

positive effect on the total number of corporations. 

 The existence of an e-registry and  e-distribution and the compulsory registration of financial 

statements have a positive effect on the creation of new corporations. 

 The existence of an e-registry and e-distribution and the compulsory registration of financial 

statements have a positive effect on the total number of corporations. 

The Research Hypotheses 

 

Five research hypotheses are derived from the various possible propositions: 

H1: The number of new corporations created in countries with e-registry will differ from those in 

countries without e-registry. 

H2:  The number of new corporations created in countries with both e-registry and e-distribution 

will differ from that of countries without both. 

H3:  The number of new corporations in countries with both e-registration and compulsory 

registration of financial statements will differ from those in countries without both. 

H4:  The number of new corporations in countries with e-registration, e-distribution, and 

compulsory registration of financial statements will differ from those in countries without all three, 

or without two of the three regulations. 

H5:  The total number of corporations in countries with e-distribution will differ from countries 

without e-distribution. 

 

 

Methodology 

 

The independent variables are three:  the existence of an e-registry, the existence of e-

distribution, and compulsory registration of financial statements.  The independent variables are 

two:  new corporations and total number of corporations in 2005.  The variables refer to a 

selected set of 62 countries in 2005. 

 

Independent Variables Group n Group n 

e-registry Exists 33 Does not exist 29 

e-distribution Exists 47 Does not exist 15 

Compulsory registration 

of FS 

Exists 44 Does not exist 18 

Table  2   :  Independent Variables 

 

Previous OECD data that was collected from among selected countries, was used.  The final data 

set contains information from 62 countries.  The technique used was Three Way Multivariate 

Analysis of Variance or MANOVA .  This test is ideal since it is a dependence technique that 

explores how independent variables influence some patterning of response on the dependent 

variables. Also, the dependent variables are quantitative or metric, while the independent variables 



National Business and Management Conference 2015 | p. 545 

 

 

are qualitative or non-metric, which are consistent with the requirements of MANOVA.   

 

The Statistica Program was used to run the data, specifying the interactions as well as main effects.  

First, the statistical significance among groups was assessed, using four tests:  Wilk’s Lambda, 

Pillai’s Criterion,  Roy’s Greatest Characteristic Root, and Hotelling’s Trace. The difference 

between the four measures is the way in which  they combine the dependent variables in order 

examine the amount of variance in the data. Wilks’ lambda demonstrates the amount of variance 

accounted for in the dependent variable by the independent variable; the smaller the value, the 

larger the difference between the groups being analyzed. Pillai's  Trace is considered the most 

reliable of the multivariate measures and offers the greatest protection against Type I errors with 

small sample sizes. The Hotelling-Lawley Trace is generally converted to the Hotelling’s T-

square. Hotelling’s T is used when the independent variable forms two groups and represents the 

most significant linear combination of the dependent variables. Roy’s largest root, also known as 

Roy’s largest eigenvalue, is calculated in a similar fashion to Pillai's trace except it only considers 

the largest eigenvalue. (Multivariate Analysis of Variance, Sage Publications Website). 

  

Second, since significant interactions were identified, the Post Hoc Methods were deployed, 

specifically the Scheffe Test as well as the Tukey’s Extension of the Fisher Least Significant 

Difference (LSD) Test.  These tests give the mean difference between each group and a p value to 

indicate whether the two groups differ significantly. The Scheffe test uses the F distribution rather 

than the t distribution of the LSD tests and is considered more conservative. (Multivariate Analysis 

of Variance, Sage Publications Website). 

 

Finally, the effect of the independent variables were determined, based on the derived groups that 

were indicated by the Scheffe Test, and comparing the means of the groups. 

 

III. Findings 

A. Descriptive Statistics 

Variables Cases Mean Minimum Maximum Std. Dev. 

Total 

Corporations 

62 517,269.1 1,000 5,515,600 984334.8 

New Corporations 62 48,944.4 23 676,830 109310.7 

 

Table 3: Descriptive Statistics 

 

 

 

 

B. Assumptions 

The assumptions that have to be satisfied for the use of MANOVA are independence, equality of 

variance, and normality.    The independence of observations was established, using the Durbin 

Watson statistic.  For the equality of variance-covariance matrices for all groups, the results of the 

Bartlett’s Test and Levene’s Test indicated that the variances are not equal.  The Box M Test could 
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not be performed.  For the test for normality of the two quantitative variables using Kolgomorov-

Smirnov and Shapiro Wilks test statistics, results showed that both variables did not follow a 

normal distribution. 

 

C. Manova Tests 

Performance  

Measure 

Significant Effects F- Value p-Value 

Creation of New 

Corporations 

e-registry*e-distribution 3.453375 0.038923 

e-registry*compulsory registration 

of financial statements 

3.522610 0.036613 

e-registry*e-

distribution*compulsory 

registration of financial statements 

3.363584 0.042146 

Table  4  : MANOVA Results for Creation of New Corporations 

 

 E-registry*e-distribution 

The four multivariate tests of significance had shown that this interaction is significant at 

α =.05, for the creation of new corporations and this finding is summarized in Table 4, above.  The 

post hoc method, particularly the Scheffe test shows that there are differences between the number 

of new corporations created, with respect to the groups created from the interaction between having 

e-registration and having e-distribution. 

With respect to the number of new corporations created in 2005, countries without e-

registry and without e-distribution, are the statistically the same as countries with e-registry and 

with e-distribution, as well as countries with only e-distribution.  However, they are different from 

countries which have only e-registry.  Countries in this latter group have a significantly greater 

number of new corporations in 2005.  It seems that countries which have only e-registry regulation 

have significantly more new corporations registered than those that have both regulations or no 

regulations at all or only e-distribution. 

 E-registry*compulsory registration of financial statements 

The four multivariate tests of significance had shown that this interaction is significant at 

α =.05, and this is summarized above, in Table 4.  However, the Scheffe test revealed that the 

groupings formed from the interaction of e-registration and compulsory registration of financial 

statements are statistically the same.  Using another test, however, the Tukey’s extension of the 

Fisher Least Significant Difference,  shows the groupings that are statistically different.  Tukey’s 

LSD may be more reliable, in this case, since it is less affected by violations of normality, than the 

Scheffe test. 

Tukey’s LSD showed that countries with e-registration but no compulsory registration of 

financial statements are statistically different with those that have compulsory registration of 

financial statements but no e-registration; have both; or have neither.  The countries with only e-

registry enforced tend to have a statistically greater number of new corporations registered in 2005. 

 E-registration*e-distribution*compulsory registration of financial statements 

The four multivariate tests showed  that  this interaction is significant at α = .05.  The Scheffe test 
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showed that two sets of countries, whose number of new corporations registered for 2005, are 

statistically different.  The first set of countries has these combinations of business regulations:  

 

Combination of 

business regulations 

e-registration e-distribution Compulsory 

registration of 

financial statements 

A Exist Do not exist Exist 

B Do not exist Do not exist Exist 

C Do not exist Exist Do not exist 

D Do not exist Do not exist Exist 

E Exist Exist Exist 

 

Table 5   :  First set of specific combinations of business regulations 

 

The second set of countries has these combinations of business regulations: 

 

Combination of 

business regulations 

e-registration e-distribution Compulsory 

registration of 

financial statements 

F Exist Exist Do not exist 

G Do not exist Exist Exist 

H Exist Do not exist Do not exist 

 

Table 6:  Second set  of specific combinations of business regulations 

 

The Scheffe test shows that countries that belong in the second set have significantly more new 

corporations in 2005 than the countries in the first set. 

 

D. Univariate Tests 

Using univariate tests deploying ANOVA, the results show no significance for any of the 

independent variables – e-registry, e-distribution, and compulsory registration of financial 

statements – with the creation of new corporations, and the total number of corporations. 

 

 

Discussion 

 

The results from the first two interactions seem to indicate the existence of a e-registry 

alone in certain countries results into a significantly greater number of new corporations, rather 

than in countries with e-registry combined with e-distribution and compulsory registration of 

financial statements in various ways, or without it at all.  The findings seem to indicate a great 

positive relationship of the existence of e-registry with the creation of, or more specifically, the 

registration of new corporations.  Looking at the countries which had e-registry but no e-

distribution, this comprised Botswana ( 7,301), Senegal (23) and the United States ( 676,830).  It 

can thus be seen that the great number of new corporations in the US greatly influenced the results.  

Inspecting the countries that had e-registry but no compulsory registration of financial statements 
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reveals this group of companies:  Botswana ( 7,301), Guatemala (4,251), Netherlands (116,000), 

Peru ( 33, 349) and the United States (676, 830).  The combined numbers of the United States and 

Netherlands greatly influenced the results. 

 

The third interaction’s findings show a mixed combination of e-registry, e-distribution and 

compulsory registration of financial statement, that result into significantly more new corporations.  

It is interesting to note, however, that one of the combinations shows that the presence of e-registry 

alone, without the other two business regulations, results into more new corporations.  This finding 

bolsters the results of the first two interactions and underscores the positive effect of the existence 

of  e-registry  on the registration of new corporations.  Looking at the countries that have the three 

combinations of regulations results into this set:  Guatemala (4251), Netherlands (116,000), 

Armenia (9667), Bangladesh (5328), Georgia (5037), Lithuania (4507), Russia (446,605), Serbia 

( 14,608), Turkey (86,900), Ukraine (28,716), and the United States (676,830).  The combined 

number of new corporations in  Russia, Netherlands, and the United States  influenced the mean 

for this set, resulting into a significantly greater number of companies. 

 

The Research Hypotheses 

 

With respect to H1 ( The number of new corporations created in countries with e-registry 

will differ from those in countries without e-registry), the findings partly upheld the first 

hypothesis, indicating that the number of new corporations that had only e-registry were more than 

all other combinations.  But the existence of e-registry in combination with e-distribution and 

compulsory registration of financial statement did not necessarily result into more corporations, or 

significantly different number of corporations.  Hence, the results disproved this part of the 

hypothesis. 

The second hypothesis, H2 (The number of new corporations created in countries with both 

e-registry and e-distribution will differ from that of countries without both, was not upheld by the 

results.  As stated previously, the combination of e-registry with either or both other regulations 

did not result into more corporations, or significantly different number of corporations. 

Likewise, H3 (The number of new corporations in countries with both e-registration and 

compulsory registration of financial statements will differ from those in countries without both), 

was disproved by the results.  E-distribution and compulsory registration of financial statements, 

whether singly or in combination  did not result into significantly different number of new 

corporations. 

For H4 ( The number of new corporations in countries with e-registration, e-distribution, 

and compulsory registration of financial statements will differ from those in countries without all 

three, or without two of the three regulations), the cases cited – existence of all three regulations 

or two out of three regulations  - did not result into significantly different number of new 

corporations. 

Lastly, H5 (The total number of corporations in countries with e-distribution will differ 

from countries without e-distribution), was also disproved because the existence of  e-distribution 

singly or in combination with other regulations did not result into significantly different number 

of new corporations.  

Conclusion and Recommendation 

The conclusion that can be derived is that the existence of e-registry has a positive effect 

or promotes the creation or, or particularly the registration of new corporations.  The result, though 
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could have been skewed due to the large number of new corporations in the United States.  

However, if literature is to considered, e-distribution and compulsory registration of financial 

statements are more present and widespread among the countries and hence could have an effect 

of leveling the playing field.  Electronic, remote or e-registry, which is the business regulation that 

is least prevalent among the three, has been found to lessen the duration for registration and reduce 

the cost, hence facilitating the registration of business.  Hence, it can be considered the 

differentiator among the countries, which the findings support.  Aside from this, the fact that the 

United States has e-registry,  swayed the results towards this. 

E-registration can be recommended as an expedient way to improve the ease of doing 

business, particularly business registration.  This research proposes that its establishment in a 

country, is to be promoted to government, and should be an imperative for effective government 

policies and for creating a progressive business regulatory framework that promotes 

entrepreneurship activity.  Since the business environment is an established determinant of 

entrepreneurship, government s should spare no effort to install a business registry, particularly an 

electronic or remote business registry, to give a boost to the creation and registration of new 

corporations.  The growth of business start-ups will contribute to economic growth, development, 

and competition, as most studies and empirical data have shown. 
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