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ABSTRACT

Start-up businesses have been identified as economic growth enablers; however, they are
faced with several unfavourable conditions that make reaching their potential challenging.
Several initiatives are instituted with the aim of creating conditions favourable for them to
thrive. Policy instruments have played a key role in ensuring the survival of Start-ups and
European countries are reputed to have the best instruments in this regard. This research,
therefore, seeks to analyses, comparatively, Start-up policy instruments implemented in six
Northern European countries including what they aim to achieve and bringing out the
differences existing between them. To achieve this, the area of impact of the instruments
were used as criteria to create a framework for comparing the instruments. The result will

show that there are differences in the various instruments used in the among the six countries.

Key words: Start-up, Policy, Instruments, Aims
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1.0. Introduction

Start-ups are the ‘downstream’ effect of entrepreneurship and they present the platform for
effectively nurturing and implementing new innovative ideas until they become real solutions
to real-world problems with paying customers. The search for a real solution for which a
customer is willing to pay exposes the ‘gamble’ that these Start-ups face throughout their life
journey. This was captured by Erik Bohemia ef al. when they described Start-ups as a human
institution created with the intention of converting a business idea into new products and
services but with high level of uncertainty (2012, p. 151). Notwithstanding the uncertainties
and their challenges, Start-ups are regarded as breeding grounds for, and have remained
important enablers of, innovation (Carlson & Usher, 2016). There will probably, be little to
no innovations if all were left to the existing traditional firms, considering their lethargic and
bureaucratic processes (Teece, 1996). As a result, supporting Start-ups has become a very
important aspect of government spending in the past couple of decades because their
presence is regarded a strong determinant of economic growth and development (Audretsch,

2004).

Start-up activities have direct impact on economic growth and success so, governments that
create enabling environments for Start-ups through policy interventions are among the most
successful countries, globally (Kollmann et al., 2016). StartupBlinks is a Start-up ecosystem
research centre which collects quantifiable data on, and ranks Start-up ecosystems of 1000
cities and 100 countries separately since 2017. The company sources its data from mostly
public institutions in different countries serving as local partners who help with data
collection. Their evaluation is based on three criteria; the count of Start-ups and supporting
institutions; their quality and that of supporting institutions and, also, the business
environment and critical mass of each ecosystem. Scores are then awarded for each criterion

and that is what goes into the ranking (StartupBlink, 2020).

The quantity score factors the count of Start-ups and other support systems providing
resources, access to capital and networking in each city or country. The support system for
Start-ups is an important ingredient for their growth. According to StartupBlinks, how the
Start-ups are driving innovation and their domain authority in a country or city is what goes
into the quality score. Some factors that influence this score are domain authority, monthly
visits and customer base of the Start-ups. The last is the business environment and critical

mass and this is influenced by the country’s business environment, infrastructure and the
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ability to freely operate a Start-up in the country. This is where R&D investments and some
international indexes such as World Banks ease of doing business and Internet freedom

comes into play. These are the factors considered by StartupBlinks in its ecosystem ranking.

Some countries have distinguished themselves as having relatively good ecosystems which
seemingly, has no correlation with country size. For instance, in 2019 Start-up report, 3
Nordic countries, known to have small sizes featured prominently in the first 20 of a 100
countries ranked globally (StartupBlink, 2019a). Sweden was ranked 7th whiles Finland and
Denmark ranked 12th and 16th, respectively. Also, another small country which is not
officially Nordic -Estonia, was ranked 13th ahead of several big-sized countries. In the 2020
version of the same report, even though Sweden dropped to 10th position whiles Finland and
Denmark dropped to 13th and 22nd positions, the region’s overall score still indicates
relatively competitive ecosystems. Estonia was also ranked 11th as it moved up 2 places in

the 2020 report (StartupBlink, 2020).

Generally, Northern European countries seem to have strong presence when it comes to
support for Start-up and related activities despite their small sizes. This is show strongly in
another report where European countries were ranked based on how conducive their
conditions are for Start-ups based on 4 determinants; economic health, cost of doing business,
business climate and labour force quality. Economic Health data considered general state of
each economy and indicators such as GDP per capita, GDP growth rates and unemployment
rates were some of the influencers. Data collected for cost of doing business included
business operations costs such as corporate taxes, salary expectation ranks and cost of living.
business climate scored the ease of doing business, such as ease of starting a business, how
the justice system is perceived venture capital funding availability. labor force quality data,
attainment in basic and secondary education and availability of vocational training were used
to estimate the skill level of a country's workforce. Scores for these went into the ranking.
This time, 4 Nordic countries -Norway, Sweden, Denmark, and Finland ranked among the
first 10 countries in both 2019 and 2020 (NimbleFins, 2019; NimbleFins, 2020). In 2019,
only 12 countries were in the ranking list however, the number increase to 30 for 2020. This
time too, Estonia ranked 5th and 12th for 2019 and 2020 respectively. These rankings
indicate how much efforts governments invest into Start-ups and related activities and how

they impact their respective Start-up scenes. This has, however, never been enough.
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This research focuses on Start-up policies in 6 Northern European countries; Denmark,
Finland, Iceland, Norway, Sweden, and Estonia. This selection is based on the fact that the
Nordic countries are highly innovative (Lundstrém, 2008a) and also, are considered
innovation leaders (Romanainen et al., 2016). These countries also have functional economic
cooperation which is the Nordic co-operation. (The Nordic Together - Uniting the Nordic
Startup Ecosystem: Rising North Impact Fund 2016-2018, 2019). However, even though it is
a Northern European country, Estonia is outside the Nordics. The country was added to the
list firstly because it is the most competitive country and has the best Start-up results among
the transition countries (Laar, 2008; StartupBlink, 2019b, 2020). For instance, in 2019, the
country was ranked 13th by StartupBlink, ahead of 3 Nordic countries. It moved up 2 places
to be ahead of 4 from the region in 2020 edition of the same report. Secondly, the country’s
citizens have high educational levels similar to those of the Nordics. Up to 35.9% of its
population between the ages 15 to 64 have attained tertiary educational and this position is
ahead of Demark (32.7%) and a few percentage points behind Norway, Finland, Sweden and
Iceland which averaged 37.1% together (Europe, n.d.). Lastly, aside being a small country
similar to those in the Nordics, it also has a cultural heritage with the Nordics and according
to Lagerspetz, the country has even attempted to change its public image to reflect that of a

Nordic country (2003).
1.1. Aims and Objectives

The aim of the research is to analyse and compare Start-up policies in six Northern
European countries with particular focus on the different instruments used in achieving the
aims. The objective is to analyse — comparatively, the different instruments characterizing the
Start-up policies in Denmark, Estonia, Finland, Iceland, Norway and Sweden. Also, an
attempt will be made to trace policies that are behind the successes in different contexts.

Providing answers to the following questions will help in accomplishing this task:

1. What are the Start-up policies in the focus-countries?
2. What do they aim to achieve?

3. Is there any unique pattern of similar policies in the different contexts?

The rest of the paper is structured in the following manner; Chapter 2 provides the theoretical
framework within which this research will be conducted. This will be followed by chapter 3

which provides the methodology used for the research. Results and discussions are in
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chapters 4 where I present the arguments on the findings. The conclusion and
recommendations will be presented in chapter 5 and, finally, all sources used will be

referenced in chapter 6.

4
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2.0. Literature Review

In this chapter, I will present the theoretical framework for the research. The review is
subdivided into 2 main themes and these are National Innovation Systems and the role of

Start-ups and Start-up Policies Framework used in the focus-countries.

2.1. National Innovation Systems and The Role of Start-Ups

National Innovations System (NIS) consist of Universities, research centres, training
centres, industry and government —known as actors, interacting among themselves to enable
innovation. It is important to understand that innovation does not happen in a vacuum. It is
the coming together of different local institutions to interact, resulting in creating, consuming

and diffusing of new knowledge and ideas to enable innovation. NIS is defined as;

“the set of distinct institutions which jointly and individually contribute to the
development and diffusion of new technologies and which provides the framework
within which governments form and implement policies to influence the innovation

system”. (Metcalfe, 1995)

The term is also defined as how different national systems create diversity, reproduce
procedures and processes and select firms, products and routines (Lundvall, 2007). Thus,
different institutions working together creating a unified approach towards innovation.
Producing and diffusing new knowledge is key to innovation process and the proper
functioning of the NIS. An effective NIS means effective interaction between all the
institutions -also called actors, within the system creating the advantage for specific types of
innovations to flourish (Edquist, 1997). This mean that all actors have roles to play; either
they are producing knowledge or consuming it and this is how knowledge gets diffused
across the NIS. Universities and research centres produce knowledge whiles industry and
training centres engage in its consumption. To some extent, Universities play a dual role of
producing knowledge and, at the same time, consuming it. The consumption is through
establishing spinoff. University spinoff commercialises new knowledge, just as the firms do,
except that the spinoffs are created in a non-commercial setting (Ismail et al., 2010; Pirnay et
al., 2003). Generally, knowledge produced within the NIS is used to create new businesses,
new products and improved processes. Government uses policy instruments as the tool to

make this a reality. Figure 1.0. show a NIS framework with the various actors.
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Being tools that bridge the gap between policy formulation and implementation, policy
instruments are the different ways that government ‘coerces’ its citizens to do what they
probably will not do, given their free will (Nispen, 2011). They seek to alter actions and
thoughts to, eventually, create change. Choosing which instruments to employ when
formulating innovation policy is a very important step to its effectiveness. Making wrong
instrument choices impacts the effective implementation of a policy negatively. In most
cases, a single instrument is not enough to single-handedly achieve a policy goals (Scordato
et al., 2018a). This calls for a policy ‘mix’ (Edler et al., 2013) —combination of instruments to
improve the chances of achieving policy goals. The overall success of innovation policy is
largely influenced by how coherent the different combination of instruments are (Edler et al.,
2013). As a result, the instrument selection process has become very complex for policy
makers. Carefully combining different policy instruments to ensure their overall effectiveness
at different levels creates a maze which ultimately affect final outcome of a policy (Edler et
al., 2013). Due to the need for different interventions at different stages in the live of Start-
ups, targeting them must be a complementary effort of financial and non-financial
instruments, and in the right proportions (Edler et al., 2013). Which intervention to employ
largely depend on the policy rationale.

So, policy rationales are the reasons for government intervention. Arguments from
neoclassical economists suggest that market forces are able to efficiently and equitably
distribute resources effectively without any interference. To them, public intervention rather
distorts the perfect functioning of market forces (Lambert et al., 2012). However, there is
always a gap -a market failure- between theory and reality and that is what free marketeers,
on the other side, argue for (Baumol, 2004; Edquist & Chaminade, 2006). Some types of
markets failures are information asymmetry and externalities effects (Dollery & Wallis, 2001;

Miiller & Rammer, 2012) and these constitute reasons why innovation policy is required.
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Figure 1.0. NIS framework with some new actors added. The actors highlighted in red are

the most relevant to Start-ups and are directly linked to their success
Source: Warnke et al. (2016), Stefan Kuhlmann & Erik Arnold (2001)

Government’s responsibility is to coordinate the activities within the NIS and it does so
through Innovation Policy (IP). Government is able to control the volume, direction and
consistency of the interaction among the actors within the NIS using IP (Freeman, 1995). The
term is defined as a combination of all actions taken by public institutions to influence
innovation process (Borras & Edquist, 2013a). This means IP concentrates on addressing
bottlenecks hindering innovation and helps government to steers the interaction among NIS

actors, providing support that influence innovation.

Government is keen on creating dedicated policies to support innovation because it has been
proven to be the single most important component of long-term economic growth
(Rosenberg, 2004). As a result, the responsibility rests on government to ensuring that
necessary policies supporting innovation are formulated (Edler & Fagerberg, 2017). IP
therefore provides the possibility for government to influence innovation process by
allocating more —or fewer— resources, and in calculated measures, to targeted specific sectors
of the economy. It is argued that creating new firms —SMEs and Start-ups, impacts innovation
profoundly (Borréas & Edquist, 2013a). This is because of their contributions to innovation

and job creation and by extension, economic growth (Audretsch, 2004). These are reasons are
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why governments are keen on tackling market failures — they economic growth.

Information asymmetry is a type of market failure which creates a situation where there is
lack of adequate information on one side of the market (Davila et al., 2003; Paschen, 2017;
Venugopal, 2017). This is prevalent in transactions where not providing adequate information
about a transaction serves the interest of one party (Venugopal, 2017). The practice is
particularly disturbing in money markets because it negatively affects access to credit.
Financial institutions rely on credit history of businesses in order to assess their ability to
service loans (Miiller & Rammer, 2012). This is bad for Start-ups because they do not have
any credit history. Again, banks do not offer loans on the basis of viability of business ideas.
Potentially, some investors may have more information on the viability of a Start-up idea

than the founder or vice versa (Akerlo, 1970; Borooah, 2003).

External effect is also another market failure that occurs when the actions of one economic
agent affect others (Borooah, 2003). There are three main external effects —network effect,
external economies and diseconomies; and spillovers (Borooah, 2003; Dollery & Wallis,
2001; Miiller & Rammer, 2012). Network effect is when the existence —or otherwise— of
other businesses or technologies provides value for Start-up and its activities (Boudreau &
Jeppesen, 2015). This is very critical, mostly for technology Start-ups because their products
and ideas create value on existing technologies. Another effect is knowledge spillovers
happens when Start-ups end up disclosing vital information on their product prior to entering
a market. Now, whether the idea succeeds or not, this vital information will already be out
there in public domain (Audretsch & Keilbach, 2005; Dollery & Wallis, 2001). The last
effect is external economies and diseconomies and this is the situation where industry size
negatively or positively affect the survival of a Start-up (Scitovsky, 1954). In all these cases

the, the economic agents have no control over the situation.

Even though Market failures are important determinants of what instruments government
employs, it is not an automatic success because innovation is a cumulative process which is
also both path and context dependent (Lundvall & Borras, 2006). Whichever way one looks
at these possible paths, the choice to support Start-ups depends largely on the policy rational.

The question then is, what is a Start-up and why must governments give it attention at all?

Start-ups are ‘the downstream’ effect of entrepreneurship and they present the platform for

effectively nurturing and implementing new ideas. This makes them a fertile ground for
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generating, nursing and growing innovations. However, this requires a systemic approach to
making it a reality. A definition of Start-ups by Ries in the book, “Leading Innovation
Through Design”, provides a true reflection of the rough and unpredictable life journey of a
Start-up. Ries said a Start-up is “a human institution designed to create new products and
services under conditions of extreme uncertainty” (2012, p. 151). So then, what makes them

important?

It is argued that the creation of new firms is a very important part of innovation because that
is when new products and services with economic and social significance come from (Borras
& Edquist, 2013a). Government spending on Start-ups will not yield any result if efforts to
help new entrepreneurs found and sustain new businesses is not added to the equation. The
Australian government, for instance, has invested more than half a billion AUD over the last
5 years in a bid to make funds accessible to Start-ups and, generally, innovation activities in
Queensland (StartupBlink, 2019b). However, these efforts are useless if new businesses

converting ideas into products, services or processes and offering value, are not founded.

A measure of entrepreneurship in terms of number of established Start-ups has confirmed a
positively correlation between Start-ups and economic growth (Westlund & Olsson, 2011).
The relevance of Start-ups in the innovation process is rooted in the fact that they create
innovative solutions from new ideas and improve existing processes which usually present
immense scalable commercial value. Start-ups spend very little on R&D comparatively but
have a rather significant share when it comes to creating new products and services
(Audretsch, 2004). As well, they constitute one sectors of the economy that complements job
creation efforts by the government, improving household income and government revenue,
ultimately. These make Start-ups crucial to innovation process and also, establishes the need
for government support at every stage of their growth. The different types of support are

captured in the Start-up policy framework and this is discussed in the next section.

2.2. Start-up Policies Framework

Perhaps an overview of the stages in starting a new business will provide some idea
on the challenges they face. It will also help situate the role of Start-up policy and policy
framework in a proper perspective. Anyone thinking of setting up a new business has four
miles stones to cross (Miiller & Rammer, 2012). Crossing these milestones comes with

several hurdles and a combination of these hurdles, happening at different stages, make the
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Start-up journey volatile. The next few paragraphs highlight the different stages that a Start-

up business travels and the challenges they face may face.

The ideation stage, seed stage, Start-up stage and the expansion stage (Cukier & Kon, 2015;
Mueller et al., 2012; Salamzadeh & Kawamorita, 2015) form the major milestones that every
Start-up business must cross to reach self-sufficiency. These stages may be named differently

in different contexts and the list here may be expansive but the activities do not vary much.

An entrepreneur identifies a business opportunity or a solution to an existing problem and
makes the decision to pursue it (Cukier & Kon, 2015). At the ideation stage, there could be
several ideas on how to approach the opportunity or solve the problem. This is where
generating, gathering, and assessing of ideas happen leading to choosing the highly potential
one for implementation (Kurt et al., 2017). These ideas remain ideas until the entrepreneur

goes through processes of validation (Miiller & Rammer, 2012).

The seed stage is where the entrepreneur develops a business model and investigates market
conditions including market potential, latent competition and costs (Miiller & Rammer,
2012). Are all the resources including finance and technologies required for the product to
succeed readily available? At this stage, the Start-up is focused on investigating the viability
of the product. Also, all research that needs to be conducted on the product is carried out at

this stage (Albers et al., 2008; Salamzadeh & Kawamorita, 2015).

Business registration processes are carried out and product development begins at the Start-
up stage (Mueller et al., 2012). An office premises is secured and required equipment for the
business, acquired Also, first employee is recruited. Access to finance and ease on

bureaucratic processes is crucial at this stage (Miiller & Rammer, 2012).

At the expansion stage, the business is established; the product is selling with an impressive
client base. Production is scaling and market response is positive leading to inflows of
income. This stage is often the initial attempt the Start-up makes at committing resources to a

growth strategy (Churchill & Lewis, 1983; Miiller & Rammer, 2012).

Different interventions are required at each of these stages and their effectiveness largely
depend on the timing. The right intervention at the right stage of the process is key (Miiller &
Rammer, 2012; Sekliuckiene et al., 2018). The next few paragraphs explain some challenges

that they usually will be faced with.
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The most common challenges of Start-ups are grouped into four main categories, namely;
human resource, financial, support mechanisms and environmental elements (Salamzadeh &

Kawamorita, 2015).

Start-ups founders often point to their teams when asked about the source of their success.
This is to say that human resource play a significant role in Start-ups success (Nascimento,
2017). To Start-ups, people with the right, attitudes and skillset are important assets.
Unfortunately, it is commonplace to have Start-ups lacking people with the right skillset,
mindset and experience (Giardino et al., 2014) critical their success (Salamzadeh &
Kawamorita, 2015). This is because they do not have the finances to attract and motivate
experienced minds. Rather, they offer some flexible with the hope that it will attract talents.
Generally, also, Start-ups are more prone to experiencing inefficient human resource

management practices (Chatterji et al., 2018) which adversely affect their success.

Funding limitation is by far the most acute challenge that Start-ups face leading to their early
exits. Most Start-ups use bootstrapping at the early stages, getting family and friends, plus
their life-saving to invest in their idea (Vanacker et al., 2011). This is, however, not
sustainable because once the funding runs out, it jeopardizes the product building process for
the (Okrah & Nepp, 2017). At this point, founders are forced to find external funding which
come with its own challenges (Dollery & Wallis, 2001; Miiller & Rammer, 2012). (Dollery &
Wallis, 2001; Miiller & Rammer, 2012) Also, even when they have access to open market
financing options, they may not have credit history or collateral to back any loan applications
(Huyghebaert, 2006). Without funding, operation is stalled; salaries can’t be paid and
employee’s morale falls. It obviously affect major aspects of the Start-up operations and can

kill the business altogether (Salamzadeh & Kawamorita, 2015).

Isenberg (2011) presented a “six domains’ diagram depicting the various elements whose
presence, together, create the environment for all innovative activities to succeed. These are
policy, finance, markets, culture, support and human capital. It is important for these
elements to be present and, in the right proportions to make the environment conducive for
Start-ups. Policy is key to Start-up survival; however, its formulation and effective
implementation rest on political will and that poses a threat to new businesses (Kozubikova et
al., 2019). The unavailability of funding options; venture capital, angel investors and high
interest rates makes the environment unfriendly (Hellmann & Puri, 2002). Hostile market

conditions, such as competition and market uncertainties can prevent innovative products
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from succeeding (Robinson, 1990). Going further, the general worldview of people and their
upbringing affect how they perceive uncertainties Hofstede (2011) which consequently
affects how receptive they are to new situations, innovation and innovative products. Non-
availability of support mechanism such as incubators in science and technology parks
(Gursel, 2014), Start-up grants and government contracts (J. Doutriaux, 1991) also weigh
heavily on Start-up success. Lastly, the presence of a human resource pool of creative and
talents makes the development and growth of Start-ups successful. These all make up the

environment within which a Start-up can thrive.

Finally, the availability of support mechanisms either by the state or private institutions is
another important determinant of Start-up success is. Start-ups are infant businesses that
cannot survive without some form of support (Watson et al., 1998). So, different institutions
need to be involved at different stages of their development with different forms of support
(Vekic & Borocki, 2017). Mechanism such as business incubation in science and technology
parks must be available and tailored to the needs of Start-ups at different stages of their
growth (Gursel, 2014). Also, incentives that encourages and support university spin-offs are
necessary for Start-ups to thrive. There is also evidence that peer advice and formal training
is a form of support to Start-ups and has significant effect on their survival (Chatterji et al.,
2018). If all these don’t exist, growing successful Start-ups becomes difficult and failure is

highly probable (Salamzadeh & Kawamorita, 2015).

Creating a conducive environment and making the market more open to the new businesses
until such time that they become self-sufficient is important. Which is why Start-up policy
has become a very important aspect of innovation policy. The term may vary from country to

country; however, the purpose remains same —to help Start-ups succeed.

2.2.1. Start-up Policy

Start-up policy is that aspect of IP that employs a combination of different instrument
with different aims targeting Start-ups at different stages of their growth. By definition, Start-
up policy is a mix of different policy instruments coherently working together to achieve an
overall goal (Edler et al., 2013). The main purpose is to stimulate the formation, growth and
survival of Start-ups and SMEs. This is because an increase in Start-up activities has been
directly linked to increased employment rates, increased household income and decreased
unemployment rates (Kollmann et al., 2016). There is no policy instruments which can

single-handedly stimulate the desired atmosphere for Start-ups to survive (Scordato et al.,
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2018Db). Instead, it is the coherent interaction of different instruments at different levels,
supplementing one another, that creates the atmosphere for their survival (Edler et al., 2013).
Instruments that address all Start-up activities are under the umbrella called Start-up policy.

A Start-up policy framework maps all the instruments for supporting Start-ups.

Since Start-ups go through different stages in their journeys, the different instruments that see
them though each of the stages are grouped into three broad categories forming a framework.
The three categories are Start-up promotion instruments; framework conditions and market
entry influencing instruments and, instruments that affect early business growth and target-
groups (Guimoén, 2013; Miiller & Rammer, 2012; OECD, 2012a). The purpose of the
framework is to aid policy makers in selecting the appropriate instruments that, depending on

their specific aims, will minimize failure.

These include instruments that seek to create awareness on and promote Start-ups and
entrepreneurship through education; media campaigns; establishing award schemes and other
media related activities (Guimon, 2013; Miiller & Rammer, 2012). Instrument under this
policy groups include the provision of information and advisory services to entrepreneurs on
how to start a business (Miiller & Rammer, 2012). This can be accomplished through
business incubation and establishment of science and technology parks (Albort-Morant &
Oghazi, 2016; Guimon, 2013; van Weele et al., 2017). Business mentoring, coaching and

networking platforms are made accessible to them, as well.

Framework conditions and market-entry influencers are instruments that improve ease-of-
doing-business for the Start-ups — competition policy such as antitrust laws; business
regulations that affects business registration procedures and other legislations bordering
around bankruptcy (Miiller & Rammer, 2012; OECD/EC, 2016a). In fact, all strategies meant
to influence Start-up market entry. Introducing tax regimes that favour Start-ups over existing
businesses and establishing favourable intellectual property laws to protect knowledge-based
Start-ups and research commercialization (Miiller & Rammer, 2012; Valliere, 2010). Finally,
introducing flexibility in regulatory and administrative regimes that weigh heavily on Start-

up resources.

Policies that affect early business growth are are instruments that ensures that; conditions
such as R&D tax breaks are favourable and accessible to Start-ups so that; they can bid for

public procurement contracts; there is easy access to debt and equity financing and capital —
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grants, loans, venture capital for Start-ups (Miiller & Rammer, 2012). It ensures that advisory
services and training on management skills are available to Start-ups (Davila et al., 2010).
Also, there are specific bracket of businesses — such as SMEs, high-growth firms, high-tech
firms at different level of their growth stages; or people that are more likely to found
companies that generate value —for instance, faculty students in university spinoffs or former
employees in the case of corporate spin-offs— are targeted for policy support (OECD, 2012b;
OECD/EC, 2016b).

This framework forms the pool of policies and instruments from which policy makers select
to create Start-up policies depending on what is to be achieved. The policy framework is
presented in Table 1.0 and it is a 4-column table containing a more concise version of the
Start-up policy framework. Also, visuals of a fairly structured framework with the different
policies and instruments in separate boxed and so are the general aims and the many

challenges faced by Start-ups is also presented (see Figure 2.0).
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Table 1.0

Start-up policy framework. Column (1) contain the countries, column (2), the instruments, the policy aims are in column (3) and the column (4)

contains Start-up challenges.

(1 2 3) 4
Policies Instruments Policy aims & objectives Start-up challenges
Seed funding Creating new jobs &
Start-up grants reducing
Start-up loans unemployment
Business angel networks Enhancing innovation & new
technology
Funding & access to Venture capital Enhancing innovation & new Financial Challenges
finance technology; accelerating structural
changes

Loan refinancing for Start-up loans (VC)  Creating new jobs
Guarantees for loans
Direct financial support

Framework conditions ~ Easing business registration processes Creating new jobs & reducing Environmental
& administrative Flexing banking regimes unemployment elements
barriers Bankruptcy legislations Increasing competition

Reduced corporate tax
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Taxation & social
contribution regimes

Competition & market
entry policies

Group policies

Business mentoring,
coaching & training

Networking initiatives

Tax breaks

Flexible social security contribution
requirements

Antitrust measures

Flexible licensing & compliance
requirements for Start-up

Procurement deals

IPR laws for knowledge-based Start-ups

Support for high-growth firms

Support for innovative small firms &
SMEs

Business Advisory services
Management skills training
Incubators & accelerators
Legal and management advice

Networking platforms
Science and technology parks

Creating new jobs; increasing
competition

Enhancing innovation & new
technology; Increasing competition

Increasing competition;
accelerating structural changes in
the economy

Increasing competition; Enhancing
innovation & new technology;
Local economic development

Increasing competition; Enhancing
innovation & new technology

Creating new jobs & reducing
unemployment; Local economic
development

Increasing competition; Enhancing
innovation & new technology

Enhancing innovation & new
technology

Environmental
Elements

Environmental
Elements

support mechanism

support mechanism
Human Resource

support mechanism

Source: compiled by author, 2021 (Miiller & Rammer, 2012; OECD, 2012a; OECD/EC, 2016a)
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The Start-up policy framework with policies and policy instruments and how they connect to the policy aims and general Start-up challenges

earlier discussed were captured in figure 2.0.

- Increasing competition

- Creating new jobs & reducing unemployment
- Enhancing mnovation & new technology - Local economic devel t

Policy aims & objectives

- Accelerating structural change in the economy

Funding and access to finance

- Seed funding ‘

Start-up challenges ‘

- Start-up grants

- Start-up loans

- Business angel networks

- Venture capital

- Loan refinancing for start-up loans (VC)

Framework conditions &
administrative barriers

- Easing b

- Flexing banking reup.me!.
- Bankruptcy legislations

¥

- Guarantees for loans
- Direct financial support

Human resource | S SeSeg
i

Competition & market entry
policies [

Financial challenges J< =

- Antitrust measures

- Flexible licensing & compliance
requirements for Startup "l

Taxation & social contribution
regimes

- Reduced corporate tax

- Tax breaks

- Flexible social security contribution
requirements

Environmental elements h -

- Procurement deals
- [PR lawz for knowledge-based start-ups

Policies & Policy Instruments

Support mechanism ]4 .

Business mentoring, coaching &
training

- Business Advisory services

- Management skills training

- Incubators & accelerators

- Legal and management advice

Networking initiatives

- Networking platforms
- Science and technology parks

Group policies

- Support for gh-growth firms
- Support for innovative small firms &
SMEs

Policies & Policy Instruments

Figure 2.0. The Start-up policy framework showing the policies and policy instruments and how they connect to the policy aims and general

Start-up challenges

Compiled by author, 2021
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F