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The promotion of greater entrepreneurial dynamism through an increase in the rate of business creation has 
become one of the primary concerns of those local and national authorities who use policies of support for new 
entrepreneurs as a central instrument in achieving their objectives of employment and economic growth. Such 
policies are among the most important instruments of government action for job creation, in addition to assuming 
a significant source of expenditure. The importance of the objective, and its associated costs, are of enormous 
significance in evaluating whether governments are achieving their stated goals; that is, whether they are really 
taking full advantage of these investments to create businesses and to assure their future survival. This article 
analyzes the influence of public subsidies, among other variables, in the survival of companies from a specific 
region - the Autonomous Community of Aragon - representative of the Spanish economy. 
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INTRODUCTION 

 
In recent decades, there has been great interest in 
encouraging the dynamism and economic growth of a 
geographical area through the creation of small and 
medium-sized companies. These companies are considered 
to be one of the main sources of job creation since, 
according to studies by Audretsch and Beckman (2007) and 
Neumark et al. (2007), job creation is increasingly 
concentrated in small businesses rather than large 
companies. These companies contribute to consolidation of 
the industry, giving it greater flexibility to introduce and adapt 
technology. They also increase the entrepreneurial capacity 
of a society, by providing people able to generate new ideas 
necessary to meet the current demands of the constantly 
changing economic order (Alam et al., 2010; Olawale et al., 
2010). The presence of significant imperfections in the 
market hinders access to financial resources, above all for 
new companies (Stiglitz and Weiss, 1992; Brewer and 
Minton, 2000; Scuibba, 2005; Alonso et al., 2008). 
Uncertainty and inexperience often mean numerous 
problems in acquiring financing for entrepreneurial 

companies in the start-up phase and, once granted, it is  
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especially costly. This could indicate that financial 
restrictions have a negative impact on the possibilities for 
start-up companies (FoxCroft et al., 2002; FinMark, 2006; 
Liang et al., 2010; Cappers and Goldman, 2010). These 
imperfections, together with the structural character of 
unemployment at the beginning of the 1990s, prompted 
the need for public authorities to develop multiple 
initiatives that attempted to compensate for these 
limitations. Among the initiatives developed is the 
establishment of policies that give an incentive to the 
creation of new companies through the granting of public 
subsidies. These subsidies are assigned conditioned on 
prior fulfillment by the subsidized company of a series of 
procedures and requirements that guarantee the quality 
of the product, and are completely subject to the will and 
discretion of the Public Sector (Barea and Monzón,1996).  

Nevertheless, the evaluation and subsequent continued 
improvement in policies of support for new entrepreneurs 
is one of the most neglected areas (Parker, 2005), given 
that methodologies of evaluation are practically 
nonexistent. In spite of its importance, this type of investi-
gation has rarely been tackled in the scientific literature, 
which has focused more on justifying the reasons for the 
intervention of government in this activity, or occasionally 
arguing to the contrary (Arain and Tipu, 2007). The lack 



 
 
 

 

of an evaluative culture throughout public entities also 
generates many difficulties in carrying out this type of 
work, due to the scarcity of data (Araujo et al., 2001). It 
makes difficult to derive practical conclusions and 
regulatory implications regarding public policy aimed at 
the creation of business (Stam et al., 2006).  

To alleviate this and, given the necessity for evaluation 
and continued improvement of public programs, the 
current work studies a sample of small companies ope-
rating in the Autonomous Community of Aragon (Spain), 
which were set up through public subsidies during the 
period 1997 to 2001 and analyzing their survival over the 

first five years
1
 of their existence, while also considering 

other variables such as type, size, financial autonomy 

and profit margin
2
.  

The difficulty involved in obtaining data from small 
companies made it necessary to redirect the field of 
analysis of the study and reduce it to a specific region. In 
Spain, in accordance with the Constitution of 1978, the 
right of self-government is recognized and guaranteed in 
addition to the mutual solidarity among the different 
regions. Currently, Spain is made up of 17 Autonomous 
Communities, which enjoy varying degrees of autonomy. 
The selection of the Autonomous Community of Aragon, 
although specific, is representative since it is comparable 
in economic terms with the European average (of the 15 
original EU countries) and a productive structure 
(services-industry-agriculture) with values approaching 
that of Europe. In addition it is an open economy, per-
fectly integrated into Europe, as reflected in the volume of 

its exports (National Institute of Statistics, 2005)
3
.  

The article is composed of the following sections: First, 
it presents a review of the literature regarding the 
evaluation of public policies that promote entrepreneurial 
activity, establishing the main arguments for and against 
state intervention. Then, an analysis of public policies is 
carried out, specifically in the Community of Aragon 
during the period 1997 to 2001. Later, the article 
describes the sample of selected companies by sector, 

specifically from Cooperatives and Labour Societies
4
, 

while also carrying out a comparative analysis of survival 
rates among companies established with - and without – 
public subsidies, using a logit model. Finally, the article 
concludes and presents the most relevant results.  
 
 
 
1
The choice of a five-year period is due to the fact that, since 2005 is the last 

year for which there is information available, the maximum period of time that 
a company could survive, having been set-up in 2001, was five years.  
2
Variables most commonly used to explain the survival of companies (García-

Tabuenca and Crespo, 2008; Pfeiffer and Reize, 2000)  
3
In 2005, the volume of exports from the Autonomous Community of Aragon 

totaled 7.118 billion euros, of which 4.314 billion euros were equipment, 593 
million euros were capital goods and 2.211 billion euros were intermediate 
goods. The GDP of Aragon that same year was 27.956 billion euros.  
4 The Labour Societies, regulated by the Law 4/1997 of March 24 , are defined 
as those merchant societies where the majority of the equity capital is in the 
hands of the employees. The aim of the Cooperatives, as well as of the Labour 
Societies, is to maintain businesses in crisis, job creation and workers' access to 
the means of production.

 

 
 
 
 

 

PUBLIC POLICY FOR THE CREATION OF 
BUSINESSES: A REVIEW OF THE LITERATURE 

 

The search for business opportunities is one of the basic 
pillars of the achievement of government objectives of 
generating employment and stimulating economic growth. 
This has spurred many countries to implement 
enterprising policies to boost the creation and support of 
businesses, such as measures destined to eliminate 

unnecessary obstacles to business tasks
5
, notably 

increasing budgetary efforts in this field (Alam and 
Hoque, 2010; Olawale and Garwe, 2010). The institu-
tional justification for most public policies and initiatives of 
support and promotion of entrepreneurial spirit has 
focused, historically, on the high rates of unemployment 

in the last two decades of the 20
th

 century in Europe. In 

this regard, Spain is no different from the other countries 
in the European Union. Successive central, autonomous 
and local governments have attempted to combat 
unemployment through the promotion and support of the 
creation of new businesses. Since the middle of the 
1980s, the decline in regional policies of development 
based on relocation of large companies has driven 
practically all of the western economies in Europe to take 
decisions that favour the regeneration of productive 
organizations through structural effects linked to the 
creation of businesses.  

One must consider that all policies that stimulate the 
creation of small businesses, and improve their capacity 
for survival, are thought to be an effective measure not 
only for entrepreneurs but for the economy as a whole. 
Public policy aimed at the creation of companies has 
become one of the fields of activity that has evolved the 
most in recent decades, in the heart of developed 
countries, as well as in developing economies and those 
in transition from planned systems to free competition 
(Box, 2008). This expansion is a consequence not only of 
the opening up of a range of situations susceptible to 
intervenetion, but also of the volume of resources 
dedicated to that end, more and more frequently focused 
on the promotion of new companies among marginalized 
groups - women, young people and the jobless.  

The advisability of State intervention in the economy to 
promote business investment has not been without 
controversy, whether in the form of direct financial assis-
tance (subsidies) or indirect assistance (fiscal incentives).  

The arguments in favour of institutional support for the 
creation of businesses focus on the following: 
 

(1) An environment in which an abundance of companies  
 
 
 

 
5
France was the first country to introduce measures promoting self-

employment: in 1979 it began a program ACCRE (Aide aux Chômeurs 
Créateurs ou Repreneurs d’Entreprises) that supports the creation of companies 
by the unemployed, and was the model adopted by the United Kingdom and 
Germany (Lohmann et al., 1999). 



 
 
 

 

exists, or where there are entrepreneurial models to 
follow, produces an imitative effect that stimulates the 
creation of new businesses (Baron, 2000). The presence 
of experienced business people in the area, and of 
successful entrepreneurial role models in the community, 
has an equally noticeable effect on the decision to 
establish a business. On the contrary, and for the same 
reason, an elevated rate of unemployment would serve to 
inhibit business activity, thus generating a vicious circle. 
In this context, public efforts would be justified in those 
environments with high rates of unemployment, authors 
such as Ritsilä and Tervo (2002), Thurik and Verheul 
(2002) and Blanchflower (2004) testify to this. These 
authors show that an elevated rate of unemployment 
does not affect the creation of businesses, and when it 
does, the correlation is negative, that is, the greater the 
level of unemployment, the lower the rate of business 
creation. Their results indicate that those countries or 
regions with greater social and labour problems should 
make a greater effort to promote entrepreneurial activity. 
 
(2) The creation of new businesses can also stimulate the 
economic development of countries (Fritch and Mueller, 
2005). For this reason, some authors consider that the 
creation of institutions favoring entrepreneurial activity is 
a fundamental responsibility of governments, justified by 
the fact that policies encouraging the creation of 
businesses become one of the essential tools of 
economic growth (Gilbert et al., 2004; Boettke and 
Coyne, 2006). 
 

Some authors state openly that public intervention in the 
creation of new businesses can have harmful effects on 
other existing businesses (Lotti et al., 2001). Others, such 
as Martí (2004), consider that the long-term effects of 
these policies on the total group of companies are 
negligible; that is, while policies that reduce the barriers 
to entry increase the rotation of markets, those that 
favour business survival reduce it. There are even cases 
in which the distinction between companies begun with, 
or without, public subsidies does not exist, according to 
results (Nolan, 2003), hence the justified evaluation of 
government policies, although it is possibly one of the 
most neglected areas in the field. The principal motives 
behind the evaluation of public policies that favour the 
creation of businesses would be, in the first place, to 
establish whether or not the policy had contributed to 
correcting or improving the problem it set out to solve (as, 
for example, the insufficient availability of financing, 
competition, advice and technologies); then, to show the 
taxpayer and the business community whether or not the 
program makes profitable use of public funds, and finally, 
to achieve continuous improvement in the design and 
administration of the programs (Storey and Potter, 2008).  

Although rare, research does exist that evaluates the 
global effect that public programs have on the economy 
(Meager et al., 2003, Van Stel and Storey, 2004) without 
a detailed follow-up of the obtained results. There is very 
little literature that specifically evaluates the direct effect 

  
  

 
 

 

of public policies and the results obtained are not 
homogeneous and can even be contradictory.  

Griggs and Weaber (1997) state that public support had 
a positive effect on the creation of businesses, and thus 
lowered unemployment, in Scotland. However, Glas and 
Cerar (1997) obtained the opposite results from the 
Slovenian economy.  

Other authors, such as Almus (2004) and Cowling and 
Hayward (2000), in studying active employment policies, 
demonstrated that those companies enjoying public 
subsidies significantly improved their rate of employment 
growth compared to those not receiving that initial 
support, while Meager (1993) stated that the job creation 
rate of subsidized companies was insignificant.  

Studying the rate of survival of those companies that 
received public subsidies, we find that this indicator 
varies according to the country, the year of participation, 
and the period considered. In general, over the course of 
a year, survival rates are about 90% and diminish over 
time (Wiebner, 1998; O’Leary, 1999), although Wilson 
and Adams (1994) obtain a much lower ratio. On the 
other hand, Pfeiffer and Reize (2000) found that in 
Germany, ratios of survival did not differ significantly 
between companies begun with, or without, public 
subsidies.  

On other hand, the existence in some countries of 
extensive availability of programs promoted by local, 
regional and national institutions supporting the creation 
of new businesses has resulted in problems of duplication 
of programs and developed actions. One conclusion from 
this variety of results can be that there must be 
coordination among programs of business creation in 
order to monitor, manage and compare the different 
programs, so that the entrepreneur will not be 
discouraged (Velasco and Saiz, 2007; Alam, 2009a)  

Finally, and as an adjunct to the self-regulatory market 
forces, it is necessary to carry out public policies that 
develop a wide range of incentives to create businesses 
and to offer employment with the objective of contributing 
to the wealth and value of the economy of a country. Both 
for the significance of the objective of these initiatives, as 
well as for their monetary volume, it is singularly impor-
tant to verify whether or not these government efforts are 
achieving their proposed goals, although in the existing 
literature it appears that measuring the real impact of 
these policies of business creation is a difficult task. 
 

 

Public policy for the creation of businesses and 
promotion of employment in the Autonomous 
Community of Aragon 

 
In Spain, institutional measures for the creation of 
businesses are backed by a benign constitutional frame 
work and a decentralized model of autonomous govern-
ments. Since the Royal Decree 567/1995, authority in 
matters of support and creation of employment employ-
ment were transferred from the Central Government to 



 
 
 

 

the Aragonese Community. These activities are included 
within the principles and programs developed by the 
European Social Fund for those actions exclusively 
directed toward promoting and encouraging entrepre-
neurial spirit, providing incentives for the generation of 
employment, and access to the labour market by the 
most disadvantaged groups, through the establishment of 
programs of assistance to small and medium-sized 
companies, including Cooperatives and Labour Societies, 
and excluding companies dedicated to the production, 
first transformation or commercialization of agricultural, 
livestock or allied products related to Annex I of the 
European Union Treaty. This public program incorporates 
the following: 

 

(i) Technical Assistance (TA) aimed at supporting the 
financing of contracting directors or technicians (to carry 
out directive tasks or organizational tasks within the 
company), of technical studies (of viability, organization, 
commercialization, diagnosis and so on), and of manage-
ment specializing in the diverse tasks of entrepreneurial 
management (provided that they are not of an ordinary 
and continuing character within the company).  
ii) Interest subsidies (IS), whose aim is to finance a 
portion of loan interest granted for investment in fixed or 
current assets.  
iii) Subsistence Income (SI), whose aim is to guarantee 
minimum income during the initial activity.  
iv) Subsidy for the creation of companies made up of 
young people under thirty years old (J).  
v) Assistance for incorporation of members (M) whose 
aim is to subsidize the Cooperatives and Labour 
Societies that add new workers or that convert workers 
contracted by the company into worker members.  
vi) Subsidies for investment in fixed assets (FA) 
necessary for the creation of Cooperatives and Labour 
Societies.  
vii) Subsidies for the creation of Cooperatives and Labour 
Societies by women (W). 

 

The analysis of subsidies granted from 1997 to 2001 
allows a first approximation of the demand of this type of 
assistance for the creation or promotion of employment. 
To this end, information published in the Official Bulletins 
of Aragon (BOA) is compiled that corresponds to those 

years
6
. This information only provides the relationship of 

beneficiaries that have availed themselves of the 
program, the different types of assistance sought and the 
amount of subsidy received for the type of help sought.  

To show the reach of this assistance, Table 1 reflects 
the temporal distribution of the subsidies, as well as their 
amounts in thousands of euros to constant prices of 
1997. In both cases a growing tendency is observed 
during the period 1997-2001. In the last year, the number 
of subsidies granted was more than seven times the  

 
6 BOA nº27, March 7,1997; BOA Nº24, February 25,1998; BOA nº25, March

 
 
3,1999; BOA nº30, March 10, 2000; BOA nº56, May 14, 2001. 

 
 
 
 

 

number in 1997, and the amounts granted quadrupled in 
that same period. Thus, the increase of public spending 
in the Aragonese Community with regard to its objectives 
of encouraging and promoting the entrepreneurial spirit is 

evident
7
. From 1999, subsidies for the “incorporation of 

members” and for “subsidy of interests” comprised the 
largest number granted. Subsidies for “the creation of 
businesses by women” and “investment in fixed assets” 
only began to be awarded in 2001 and 2002 respectively.  

Table 2 reflects the growing tendency in the number of 
subsidized companies throughout the period analyzed. 
Specifically, the greatest increase experienced in the 
number of subsidized businesses was in 1999 (122 more 
companies compared to 1998, of which 105 were Labour 
Societies and 17, Cooperatives). An analysis of all busi-
nesses and years shows that after 1999 the percentage 
of Labour Societies subsidized surpassed that of 
Cooperatives, possibly by being reaffirmed as businesses 
promoting self-employment, after being established by 
Law in March, 1997. 
 

 
EVALUATION OF PUBLIC POLICY FOR THE CREATION OF 
BUSINESSES: AN ANALYSIS OF SURVIVAL 
 
Data and sources 

 
The aim of this section is to carry out a comparative analysis of 
survival between those companies that were established with public 
subsidies and those that began without such subsidies, in Aragon. 
To analyze both groups of companies, three data sets are used: 
 
(1) Data set prepared from the information in the Official Bulletins of 
Aragon pertaining to the years 1997 to 2001, referring to companies 
that have received subsidies.  
(2) Census of companies prepared by the Chamber of Commerce 
during the years 1997 to 2005. This census provides information 
relating to the dates of establishment and of the dissolution of these 
companies, which allows for an analysis of their survival.  
(3) Data base SABI-Informa, which provides empirical and 
qualitative information regarding companies that register their 
financial statements in the Commercial Registry. The last available 
date of the study is 2005. 
 

As is reflected in Table 2, 766 companies
8
 (Cooperatives and 

Labour Societies) were recipients of public subsidies in the period 
1997-2001. From this total of companies only those newly created 
are selected; that is, those companies that received some type of 
subsidy but that were already established, were excluded. The total 
sample is thus reduced to 532 companies. Later, in order to carry 
out an economic analysis, the data base SABI was used, further 
reducing the sample to 305 companies.  

In addition, and with the aim of comparing companies, the 
information gathered from the Chamber of Commerce is contrasted 
with the first data base created from the Official Bulletins of Aragon, 
obtaining a new sample of companies created without such 
subsidies. Thus the sample of Cooperatives and Labour Societies  
 

 
7
  As a concept the “subsistence income” subsidy was the most granted until 

2000 when it ceased.  
8 Comparing tables 1 and 2, it is observed that the number of subsidies granted 
over time does not coincide with the number of companies receiving them, 
since a company may receive more than type of subsidy

 



      

Table 1. Subsidies granted.        
        

Subsidy 1997 1998 1999 2000 2001   

SI 19 34 38 7 -   

W - - - - 24   

J 3 3 2 15 28   

IS 11 15 71 78 72   

FA - - - - -   

TA 5 9 18 15 6   

M 7 22 142 200 208   

Total number of subsidies 45 83 271 315 338   

Total amounts in thousands of Euros 439,09 873,86 1.738,05 1.695,02 1.927,55   

Average amount per subsidy 9,76 10,53 6,41 5,38 5,70   
 

Source: Own elaboration. 
 

 
Table 2. Number of companies receiving public subsidies during the period 1997-2001, by legal corporation and years granted.  

 
 Year Cooperative % Labour society % Total % 

 1997 28 11,34 10 1,93 38 4,96 

 1998 43 17,41 23 4,43 66 8,62 

 1999 60 24,29 128 24,66 188 24,54 

 2000 58 23,48 174 33,53 232 30,29 

 2001 58 23,48 184 35,45 242 31,59 

 Total 247 100 519 100 766 100 
 

Source: Own elaboration. 
 
 

 
established without public subsidies is now 323 companies. With 
the use of the data base SABI, the sample was again reduced to 
118 non-subsidized companies.  

Once the final sample of companies is determined, a sectorial 

classification is carried out according to the NACE classification
10

-
Rev.1.1 (to two digits) in order to group them later in nine large 
sectors, as shown in Table 3. In analyzing this table, it can be said 
that the predominant sectors of businesses established with public 
subsidies are Trade and Repairs (29.8%) and Construction (19%). 
An analysis of the Trade sector reveals that more than half of the 
companies in that sector are dedicated to retail, possibly due to the 
lack of obstacles to entry in this sector. Similarly, an analysis of 
non-subsidized companies shows that the predominant sector is 
Construction (28.8%) and Trade and Repairs (23.7%). 

 

Empirical analysis 

 
By means of the econometric model based on the logit analysis, the 
probability of survival of companies in a five-year period is 
examined through a series of determinants. The dependent variable 
is designated Survival and is instrumented through a binary variable 
which takes the value 1 if the company survives over a period of 
five years, and zero in the opposite case.  

For the solution of the model, the following specification is 
considered: 
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423 companies     
 

 
The independent variables, both qualitative and quantitative, 
correspond to those factors that can influence the survival of 
companies. Some of these independent variables will be 
considered dummy variables, such as those related to the receipt of 
subsidies, gender, year established and sector. The list of variables 
used, the notation used, their description and the source from which 
they were obtained, is detailed in Table 4.  

Tables 5 and 6 present respectively, the matrix of Pearson’s 

correlation coefficient
11

 and the descriptive statistics of the 
variables.  
 
 
 
 

 
11

 The existence of significant correlations among the variables might 

give problems of multicollinearity. For this reason, we calculate the 
“Variance inflation factor” or VIF, that represents the increase of the  

variance due to multicollinearity and is equal to VIF = 
1 

, being 
 

1 − R 
2

j 
   

Si = f (DT, DS, DGender, DSubsidies, Size, Financial Autonomy, 
Margin)  

 
10

 NACE: Classification of Economic Activities in the European Union. 

 

R
2

j  R 
2
 the coefficient  of  determination in the regression  of  every 

 
explanatory variable on the rest of explanatory variables. The obtained 
values are lower than one and are inside the considered acceptable 
limit (lower than 10) demonstrating thus the absence of multicollinearity 
(Maddala, 1996). 



       
 

  Table 3. Distribution by sector of subsidized and non-subsidized companies     
 

         
 

   Sector NACE-Rev. 1.1. Subsidized Companies % Non-subsidizedcompanies % 
 

   Metal products 27,28 28 9.2 5 4.2 
 

  Manufactures Durable goods 29,30,31,32,33,34 6 2.0 3 2.5 
 

   Other manufactured goods 15,17,18,19,20,22,24,25,26,36 23 7.5 7 5.9 
 

   Construction 45 58 19.0 34 28.8 
 

   Trade and repairs 50,51,52 91 29.8 28 23.7 
 

  
Services 

Hospitality 55 25 8.2 6 5.1 
 

  
Transport and telecommunications 60,63,64 10 3.3 4 3.4 

 

   
 

   Business activities 65,67,70,71,72,73,74 44 14.4 22 18.6 
 

   Other services 80,84,85,90,92,93 20 6.6 9 7.6 
 

   Total Companies  305 100 118 100 
 

 
Source: Own elaboration. 

 
 

 
Table 4. Notation, description and source of the variables used  

 
 Variable Description Source 

 DT Dummy Variable that represents the years established of companies t = 1997,…, 2001 Chamber of Commerce Census 
   of Companies 

 DS Dummy Variable that represents the different sectors to which the companies belong Chamber of Commerce Census 
   of Companies 

 DGender Dichotomy Variable with a value of 1 if the company is led by a woman and 0 in the opposite case SABI 

 DSubsidies Dichotomy Variable with a value of 1 if the company is established with public subsidies and 0 in the opposite case Official Bulletin of Aragon (BOA) 

 Financial autonomy Quotient between Initial equity capital and initial investment Financial Statements-SABI 

 Size Variable referring to the size of the company at the beginning of its activity, considered as the natural logarithm of Financial Statements -SABI 
  total assets  

 Margin Quotient between the average in five years benefits before interests and taxes and operating incomes Financial Statements -SABI 
 
 

 

EMPIRICAL RESULTS 

 
In Table 7, results obtained from the estimation by 
means of the econometric logit model are 
gathered for the model previously proposed. This 

model is globally significant to 99% (Chi
2
 = 

 
 

 

72,126***).  
From the results shown in Table 7, it can be 

said that: 
 
i) The fact that companies have received 
subsidies neither favours nor hinders their survival 

 
 

 

in the five years after their creation, since no 
significant differences are observed from this 
variable with regard to non-subsidized companies. 
The receipt of public subsidies does not mean that 
those companies are less likely to survive.  
ii) The coefficient of the gender variable is negative, 



           

   Table 5. Matrix of coefficients of Pearson’s correlation      
            

      Financial autonomy Size Margin    

   Financial autonomy  1      

   Size   0.26*** 1     

   Margin   0.10*** 0.13*** 1    

   *** p<0,01;** p<0,05; * p<0,10.       

 Table 6. Descriptive statistics        
           

     Total  Subsidized companies Non-subsidized companies   

     Mean SD Mean SD Mean SD   

 Financial autonomy 0.305 1.526 0.307 1.418 0.300 1.809   

 Size 3.572 1.147 3.597 1.163 3.498 1.100   

 Margin -0.079 0.364 -0.084 0.396 -0.065 0.252   
 
 

 
Table 7. Logit estimations.  

 
Standard variable Logit result 

  

Subsidies 0.481 

(Subsidies=1) (0.350) 

Gender -0.664* 

(Women=1) (0.352) 

Size 0.354** 

 (0.156) 

Financial autonomy 0.464*** 

 (0.133) 

 
 

 

and customers, which could presumably translate to a 
higher probability of survival.  

With regard to initial financial autonomy, the coefficient 
is positive and significant to 99%. The financial structure 
of a company having a clear determinant of higher 
probability to be among survival companies that have a 
greater amount of equity capital, being able to finance 
their investments in fixed assets in their first year will 
survive for a longer period  

The coefficient of the margin variable is positive and 
significant to 99%. This variable indicates that the 
companies that present greater entrepreneurial margins, 
over the five years considered, will have a higher 
probability of survival.  

Margin 1.852*** 

 (0.601) 

Constant 1.476 

 (0.080) 

Chi
2
 72.126*** 

R
2
 (%) 28.50 

Observations 423 
  

 
The values in parenthesis are standard errors. The levels of 
significance of the coefficients in accordance with the Wald statistic 
are: *** p<0.01;** p<0.05; * p<0.10. 

 

 

although significant only to 90%. Those companies 
directed by women have a lower survival rate than those 
directed by men.  

The coefficient of the size variable is positive and 
significant to 95%, thus indicating that the larger size of a 
company will give it a greater chance of survival. The 
larger the company created, the greater its financial 
capacity, as well as its power to negotiate with providers 

 

 

DISCUSSION AND CONCLUSIONS 

 

One of the most neglected fields in the sphere of policies 
of support for the creation of businesses, and promotion 
of employment, is their subsequent evaluation. The 
dearth of studies and of arguments for and against public 
intervention in promoting entrepreneurship require more 
and better evaluation of these programs, which would 
help policy-makers learn how to improve them (Roper and 
Hewitt, 2001).  

Given the scarcity of works related to those concepts, 
the importance of this article lies in evaluating whether 
companies created with, or without, public subsidies differ 
in terms of their survival rates. In this regard, the results 
obtained show that subsidized businesses do not differ 
significantly from those not subsidized. Two facts could 
predictably explain the obtained results in terms of 
survival: 

 

(1) The design of programs for creating businesses can 
favour the appearance of opportunism, despite the fact 
that the subsidies are not granted until after the 



 
 
 

 

submission of an economic plan to guarantee the initial 
solvency of the company. 

 

(2) It could also be due to a lack of vision of the future by 
the people to whom these public subsidies are granted, 
which makes them incapable of correctly managing their 
company. It must also be noted that the results do not 
support arguments by the critics of public assistance, 
since the subsidized companies do not survive at a lower 
rate than those created by private initiative without this 
type of help. 

 

In addition, a relevant but unobservable factor - that 
would help significantly to explain the efficiency of 
programs of support for business creation in terms of 
survival - is the human capital of the entrepreneur. The 
economic literature on business creation has shown, 
irrefutably, that entrepreneurs who have a good general 
education are more successful in consolidating their 
projects than are those with less training (Alam, 2009b; 
Anugwom, 2009; Rao and Jani, 2009). Thus, public 
institutions are more and more sensitive to the training of 
potential entrepreneurs, once they have appeared with a 
project in mind, adapting the methods of instruction to the 
nature of the participants, and to the objectives of the 
program or programs in question (Lee et al., 2005). 
Nevertheless, in our sample of companies there is no 
available information regarding academic training, 
professional experience and level of motivation of 
entrepreneurs, from either group of companies. If this 
information were available, the conditions that determine 
the process of launch and start-up of companies could be 
analyzed more rigorously which would be especially 
important when determining their survival rates, thus 
opening a future line of investigation.  
The fact that, for companies in the sample directed by 
women, exists a significant negative influence on the 
survival rate of companies provokes an interesting 
discussion about the causes of this coefficient and adds 
to the existing literature on the topic which does not offer 
a conclusive result, (Clayton, 1998; Cliff, 1998). One 
explanation for this could be that companies led by 

women are more concentrated in the Trade sector
14

, 
characterized by its considerable entrepreneurial dyna-
mism. However, this fact does not explain our particular 
result, since the proposed econometric model corrects 
the sector effect through corresponding dummy variables. 
On the other hand, the existence of latent variables, such 
as academic training, could mask the obtained results. 
Although women, in general, possess better academic 

training than men
15

, which could result in a greater 
effectiveness of companies directed by this group, it 
would be necessary to be able to establish whether this  
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 Source: National Institute of Statistics (2005).
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 Source: Active Population Survey (EPA, 2005) done by the National 

Institute of Statistics.
 

 
 
 
 

 

circumstance is also given in our sample of companies 
directed by women. The obtained result could also be 
due - as some research reflects - to the existence of 
greater difficulties among female entrepreneurs in 
obtaining financial resources (Koreen, 2000; Marlow and 
Patton, 2005), as well as greater difficulties in reconciling 
their professional development with their family commit-
ments (Hup and Richardson, 1997, Shelton, 2006), which 
could also result in a lower survival rate of these 
companies.  

With regard to the other quantitative variables con-
sidered in the Logit analysis, the size as well as the initial 
financial autonomy and the average margin of benefits 
significantly influence the higher probability of company 
survival. Larger companies that are established with a 
higher proportion of equity capital tend to increase their 
probability of survival (Audretsch et al. 2000; Segarra and 
Callejón, 2002).  

On viewing the results, in practice a measurement of 
the real impact that business creation policies have on 
the survival of companies should be carried out, although 
it is possible that it would be a complex task, especially 
for smaller companies. The relevance of the role of eva-
luation of public policies has been recognized as being of 
vital importance in contributing to the improvement of the 
quality of those policies (Osuna and Bueno, 2007). Every 
policy-maker has a vested interest in knowing the effects 
of its policies, and an appropriate model of evaluation 
would generate a great deal of detailed and objective 
information (Garde, 2005).  

Thus, the evaluation of public policy should be used as 
a basis for dialog among responsible parties, with the aim 
of being able to improve it. In our case, it would be not 
only to promote the creation of new companies, but also 
to assist them to survive over time, and not forgetting 
them in their phase of growth and consolidation, which is 
when they need the most support to survive. The deci-
sion to continue with programs of support to the labour 
market also has a political dimension (OECD, 2007; Alam 
et al., 2009). These programs are more imperative than 
optional during a period of instability and job insecurity, 
where the evidence confirms that there are many people 
who enter into entrepreneurship with modest prospects of 
success, making it difficult for the creation of other more 
viable enterprises (Curran and Storey, 2002). For this 
reason, it is recommended that public subsidies should 
be given to those entrepreneurs whose projects create 
added value and employment stability. 
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