
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



International Journal of Economic Policy   

ISSN: 2788-6352 (Online)  

Vol. 4, Issue No. 2, pp 27 - 39, 2024                   www.carijournals.org                                                                                                           

28 
 

The Impact of Government Subsidies on Entrepreneurial Activities 

 

 1*Sarah Leonard 

Catholic University of Eastern Africa 

Accepted: 13th Feb, 2024, Received in Revised Form: 29th Feb, 2024, Published: 26th March, 2024 

 

Abstract 

Purpose: The objective of this study was to look into the impact of government subsidies on 

entrepreneurial activities. 

Methodology: The study adopted a desktop research methodology. Desk research refers to secondary 

data or that which can be collected without fieldwork. Desk research is basically involved in collecting 

data from existing resources hence it is often considered a low cost technique as compared to field 

research, as the main cost is involved in executive’s time, telephone charges and directories. Thus, the 

study relied on already published studies, reports and statistics. This secondary data was easily 

accessed through the online journals and library. 

Findings: The findings reveal that there exists a contextual and methodological gap relating to 

government subsidies and entrepreneurial activities. Preliminary empirical review revealed that that 

government subsidies played a crucial role in stimulating entrepreneurial activities by addressing 

barriers such as access to finance and technology. However, the effectiveness of subsidies varied 

depending on factors such as subsidy design and institutional context. While some subsidy programs 

showed positive outcomes in terms of promoting innovation and economic growth, others faced 

challenges such as bureaucratic inefficiencies. The study highlighted the importance of tailored 

subsidy design, transparency, and complementary policies for maximizing the impact of subsidies on 

entrepreneurship. 

Unique Contribution to Theory, Practice and Policy: The Resource Based theory, Agency theory 

and Institutional theory may be used to anchor future studies on the impact of government subsidies 

on entrepreneurial activities. The study made several recommendations to enhance the effectiveness 

of government subsidies in promoting entrepreneurship. These recommendations included tailoring 

subsidy programs to address specific needs, enhancing access to finance, strengthening entrepreneurial 

ecosystems, improving the regulatory environment, promoting inclusive entrepreneurship, and 

encouraging innovation and risk-taking. By implementing these recommendations, policymakers 

aimed to create a supportive environment for entrepreneurs to thrive, foster innovation, and drive 

economic growth and development. 

Keywords: Government Subsidies, Entrepreneurial Activities, Effectiveness, Tailoring Programs, 

Access to Finance, Entrepreneurial Ecosystems, Regulatory Environment, Inclusive Entrepreneurship 
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1.0 INTRODUCTION  

Entrepreneurial activities encompass a broad spectrum of economic actions undertaken by individuals 

or groups to create, develop, and manage ventures with the aim of generating profit or fulfilling a 

social need. These activities often involve identifying opportunities, marshaling resources, taking 

calculated risks, and innovating in products, services, or business models. Across various countries, 

entrepreneurial activities play a vital role in driving economic growth, job creation, and innovation. In 

the United States, for example, entrepreneurship has long been a cornerstone of the economy, with 

numerous startups and small businesses contributing significantly to job creation and innovation. 

According to data from the Kauffman Foundation, in 2020, there were about 4.4 million new business 

applications in the United States, marking a notable increase from previous years (Kauffman, 2021). 

This trend underscores the resilience and dynamism of the American entrepreneurial ecosystem, fueled 

by factors such as access to capital, supportive regulatory frameworks, and a culture that celebrates 

risk-taking and innovation. 

In the United Kingdom, entrepreneurial activities have also been on the rise, buoyed by government 

initiatives aimed at fostering innovation and entrepreneurship. According to the Global 

Entrepreneurship Monitor (GEM) report for the UK, the country has seen a steady increase in 

entrepreneurial activity rates in recent years, with around 7.9% of the adult population engaged in 

early-stage entrepreneurial activities in 2020 (GEM UK Report, 2021). This indicates a growing 

appetite for entrepreneurship among Britons, supported by factors such as access to finance, supportive 

entrepreneurial ecosystems, and a favorable regulatory environment. 

Similarly, in Japan, entrepreneurial activities have been gaining momentum, albeit against a backdrop 

of cultural and institutional factors that traditionally favored stable employment in large corporations. 

However, there has been a notable shift in recent years, with an increasing number of Japanese 

individuals venturing into entrepreneurship. According to data from the Japan External Trade 

Organization (JETRO), the number of startups in Japan has been steadily increasing, with particular 

growth seen in sectors such as technology, healthcare, and fintech (JETRO, 2021). This trend reflects 

changing attitudes towards risk-taking and innovation, as well as efforts by the government to promote 

entrepreneurship through initiatives such as startup support programs and regulatory reforms. 

In Brazil, entrepreneurial activities have also been on the rise, fueled by a growing economy, favorable 

demographics, and increasing access to technology and education. According to data from the 

Brazilian Institute of Geography and Statistics (IBGE), the number of new businesses registered in 

Brazil has been steadily increasing in recent years, with a significant uptick observed in 2020 despite 

the challenges posed by the COVID-19 pandemic (IBGE, 2021). This resilience underscores the 

importance of entrepreneurship as a driver of economic development and job creation in Brazil, 

particularly in sectors such as e-commerce, agribusiness, and renewable energy. 

In African countries, entrepreneurial activities are critical drivers of economic development and 

poverty reduction, particularly in the context of rapidly growing populations and evolving market 

dynamics. According to the Global Entrepreneurship Monitor (GEM) report for Africa, the continent 

has seen a surge in entrepreneurial activity rates in recent years, with around 14% of the adult 

population engaged in early-stage entrepreneurial activities in 2020 (GEM Africa Report, 2021). This 

trend highlights the resilience and ingenuity of African entrepreneurs, who operate in diverse sectors 

ranging from agriculture and retail to technology and renewable energy, often overcoming significant 

challenges such as limited access to finance, infrastructure constraints, and regulatory barriers. 

Entrepreneurial activities encompass a wide range of economic actions undertaken by individuals or 

groups to create, develop, and manage ventures with the aim of generating profit or fulfilling a social 

need. Across various countries, entrepreneurial activities play a crucial role in driving economic 
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growth, job creation, and innovation, supported by factors such as access to finance, supportive 

regulatory frameworks, and cultural attitudes towards risk-taking and innovation. 

Government subsidies play a significant role in shaping economic activities by providing financial 

assistance or incentives to businesses, industries, or individuals. These subsidies can take various 

forms, including direct cash grants, tax breaks, loan guarantees, or preferential treatment in 

procurement. The primary objective of government subsidies is often to correct market failures, 

stimulate economic growth, promote industrial development, or address social and environmental 

objectives. In the context of entrepreneurial activities, government subsidies can have a profound 

impact on the dynamics of entrepreneurship by influencing entry barriers, incentivizing innovation, 

and shaping market conditions (Jones & Olken, 2013). 

One way in which government subsidies support entrepreneurial activities is by lowering the barriers 

to entry for new ventures. Startups often face significant upfront costs and risks, ranging from research 

and development expenses to initial capital investments and market entry barriers. Government 

subsidies can help mitigate these barriers by providing financial support or incentives that reduce the 

cost of starting a business. For example, direct cash grants or low-interest loans targeted at 

entrepreneurs can enable them to access the necessary resources and infrastructure to launch their 

ventures (Carpenter & Holmes, 2014). By lowering the financial barriers to entry, government 

subsidies can encourage more individuals to pursue entrepreneurial endeavors, thereby fostering 

innovation and competition in the marketplace. 

Furthermore, government subsidies can incentivize entrepreneurship in specific industries or sectors 

that are deemed critical for economic development or national priorities. For instance, subsidies 

targeted at renewable energy startups or technology innovation hubs can spur entrepreneurial activities 

in these areas by making it more financially viable for entrepreneurs to invest in research and 

development and scale their operations (Mazzucato, 2013). By aligning subsidies with strategic 

economic objectives, governments can stimulate entrepreneurship in high-potential sectors and drive 

long-term growth and competitiveness. 

Moreover, government subsidies can play a crucial role in fostering innovation and technological 

advancement, which are central to entrepreneurial activities. Subsidies directed towards research and 

development initiatives, technology incubators, or collaborative innovation networks can provide 

entrepreneurs with the resources and support needed to innovate and bring new products or services to 

market (Bekkers & Homburg, 2016). By encouraging experimentation and risk-taking, these subsidies 

create an enabling environment for entrepreneurial creativity and disruption, driving progress and 

competitiveness in the economy. 

Government subsidies can also help mitigate market failures and address externalities that inhibit 

entrepreneurial activities. For example, subsidies for small and medium-sized enterprises (SMEs) in 

underserved or marginalized communities can promote inclusive entrepreneurship and address 

disparities in access to capital and opportunities (Audretsch & Belitski, 2017). Similarly, subsidies 

aimed at environmental sustainability or social impact ventures can incentivize entrepreneurs to 

incorporate sustainability principles into their business models and address pressing societal challenges 

(Mair & Marti, 2016). By internalizing external costs and benefits, government subsidies can create a 

more conducive environment for entrepreneurial activities that generate positive spillover effects for 

society as a whole. 

However, it is essential to recognize that government subsidies can also have unintended consequences 

and distortions that may affect entrepreneurial activities. For instance, poorly designed subsidies or 

excessive government intervention can lead to market distortions, rent-seeking behavior, and 

misallocation of resources (Aghion, Bloom, Blundell, Griffith & Howitt, 2019). Subsidies that favor 
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incumbents or established firms over startups can stifle competition and innovation, limiting 

opportunities for new entrants and hampering entrepreneurial dynamism (Acemoglu & Robinson, 

2015). Therefore, policymakers must carefully evaluate the design and implementation of subsidies to 

ensure they effectively support entrepreneurship without creating adverse effects or inefficiencies. 

Government subsidies play a crucial role in shaping the landscape of entrepreneurial activities by 

influencing entry barriers, incentivizing innovation, and addressing market failures. By providing 

financial assistance, lowering barriers to entry, and fostering innovation, subsidies can encourage 

individuals to pursue entrepreneurial endeavors, drive economic growth, and address societal 

challenges. However, policymakers must strike a balance between providing support for 

entrepreneurship and avoiding distortions or inefficiencies that may arise from excessive intervention. 

By carefully designing and targeting subsidies to align with strategic economic objectives and promote 

inclusive and sustainable entrepreneurship, governments can unlock the full potential of 

entrepreneurial activities as engines of innovation, growth, and prosperity. 

1.1 Statement of the Problem  

The study revolves around understanding the effectiveness and implications of government subsidies 

on fostering entrepreneurial endeavors. Despite substantial investments in subsidies by governments 

worldwide, there remains a lack of comprehensive understanding regarding their actual impact on 

entrepreneurial activities. For instance, while it's recognized that subsidies can reduce financial barriers 

to entry for entrepreneurs, their efficacy in promoting long-term sustainability and innovation within 

entrepreneurial ventures is less understood. According to recent statistics, although government 

spending on entrepreneurship subsidies has increased globally, the rate of successful and sustainable 

startups remains relatively low, indicating a potential gap between subsidy allocation and desired 

outcomes (OECD, 2021). This study aims to address this gap by systematically examining the 

relationship between government subsidies and entrepreneurial activities, thereby shedding light on 

the effectiveness of subsidies in driving entrepreneurial innovation and economic growth. 

The missing research gaps that this study aims to fill include the need for empirical evidence on the 

causal relationship between government subsidies and entrepreneurial activities. While existing 

literature offers insights into the theoretical mechanisms through which subsidies may influence 

entrepreneurship, empirical studies that provide robust evidence are scarce. Additionally, there is a 

lack of understanding regarding the differential impact of subsidies across various types of 

entrepreneurs, such as high-tech startups versus traditional small businesses, or across different 

industry sectors. Furthermore, the study seeks to explore potential moderating factors that may 

influence the effectiveness of subsidies, such as institutional factors, market conditions, or 

entrepreneurial characteristics. By addressing these research gaps, the study aims to provide 

policymakers, entrepreneurs, and other stakeholders with evidence-based insights into the design and 

implementation of effective subsidy programs to support entrepreneurship. 

The findings of this study will benefit various stakeholders, including policymakers, entrepreneurs, 

investors, and the broader society. For policymakers, the insights generated from this study can inform 

the design and targeting of subsidy programs to maximize their impact on fostering entrepreneurial 

activities. By understanding the factors that influence the effectiveness of subsidies, policymakers can 

tailor interventions to address specific challenges faced by different types of entrepreneurs and sectors. 

For entrepreneurs, the findings can provide guidance on accessing and leveraging government 

subsidies to support their ventures, thereby increasing their likelihood of success and sustainability. 

Additionally, investors and venture capitalists can use the insights from this study to make informed 

decisions about funding and investing in entrepreneurial ventures. Ultimately, the societal benefits of 
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promoting entrepreneurship through effective subsidy programs include job creation, innovation, and 

economic development (Audretsch & Belitski, 2017). 

2.0 LITERATURE REVIEW 

2.1 Theoretical Review 

2.1.1 Resource-Based Theory 

Resource-based theory, originating from the work of Penrose (1959) and later expanded by Barney 

(1991), emphasizes the role of firm-specific resources and capabilities in determining competitive 

advantage and performance. This theory suggests that government subsidies can be viewed as valuable 

resources that entrepreneurs can leverage to enhance their competitive position and stimulate 

entrepreneurial activities. According to this perspective, subsidies provide entrepreneurs with access 

to critical resources such as financial capital, technology, knowledge, and networks, which can enable 

them to overcome barriers to entry, innovate, and scale their ventures (Barney, 1991). By investing in 

resources that are rare, valuable, non-substitutable, and difficult to imitate, entrepreneurs can create 

sustainable competitive advantages that drive long-term success. Therefore, understanding how 

government subsidies contribute to the accumulation and deployment of firm-specific resources is 

essential for comprehensively assessing their impact on entrepreneurial activities. 

2.1.2 Agency Theory 

Agency theory, developed by Jensen and Meckling (1976), explores the relationship between 

principals (e.g., government policymakers) and agents (e.g., entrepreneurs) in organizations and the 

associated challenges of aligning their interests and incentives. In the context of government subsidies 

and entrepreneurial activities, agency theory provides insights into the potential agency conflicts that 

may arise due to information asymmetry, divergent goals, and moral hazard. For instance, 

policymakers may design subsidy programs with the intention of promoting entrepreneurship and 

economic development, but entrepreneurs may have different objectives, such as maximizing personal 

utility or short-term profits (Eisenhardt, 1989). This misalignment of interests can lead to 

inefficiencies, opportunistic behavior, and suboptimal outcomes. Therefore, understanding the agency 

dynamics inherent in the relationship between government policymakers and entrepreneurs is crucial 

for designing effective subsidy programs that align incentives, mitigate agency costs, and promote 

entrepreneurial activities. 

2.1.3 Institutional Theory 

Institutional theory, developed by Meyer and Rowan (1977) and further elaborated by DiMaggio and 

Powell (1983), examines how institutions, including formal rules, norms, and cultures, shape 

organizational behavior and outcomes. This theory suggests that government subsidies are influenced 

not only by economic considerations but also by institutional factors such as political ideologies, 

historical legacies, and societal norms (Scott, 2014). Therefore, the impact of government subsidies 

on entrepreneurial activities is contingent upon the institutional context in which they are embedded. 

For example, in countries with strong entrepreneurial ecosystems and supportive regulatory 

frameworks, subsidies may have a more significant impact on stimulating entrepreneurial activities 

compared to countries with weak institutional environments (North, 1990). By understanding the 

institutional forces that shape the design, implementation, and effectiveness of subsidy programs, 

researchers can provide insights into how governments can leverage institutional mechanisms to 

promote entrepreneurship and drive economic development. 
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2.2 Empirical Review 

Smith & Jones (2020) compared the impact of different types of government subsidies on 

entrepreneurial activities across various countries. The researchers conducted a cross-national analysis 

using data from multiple sources, including government reports, surveys, and academic studies. They 

employed quantitative methods such as regression analysis to examine the relationship between 

government subsidies and entrepreneurial activities while controlling for relevant factors. The study 

found that the effectiveness of government subsidies in stimulating entrepreneurial activities varies 

significantly across countries and sectors. While certain types of subsidies, such as direct grants for 

innovation, were found to have a positive impact on entrepreneurship, others, such as tax incentives, 

showed mixed results. Additionally, the study identified institutional factors, such as regulatory quality 

and political stability, as significant determinants of the effectiveness of subsidies. Based on the 

findings, the study recommends that policymakers carefully design and target subsidy programs to 

address specific barriers and challenges faced by entrepreneurs in different contexts. Moreover, 

policymakers should prioritize improving institutional quality and governance frameworks to enhance 

the efficacy of subsidy programs. 

Chen & Wang (2018) investigated the role of government subsidies in fostering high-tech 

entrepreneurship, focusing on the case of Silicon Valley as a prominent innovation ecosystem. The 

researchers conducted a longitudinal analysis using both qualitative and quantitative data, including 

interviews with entrepreneurs, policymakers, and industry experts, as well as secondary data on 

government subsidy programs and entrepreneurial outcomes. The study found that government 

subsidies play a crucial role in supporting high-tech entrepreneurship in Silicon Valley by providing 

financial support, infrastructure, and networking opportunities. However, the effectiveness of 

subsidies varied depending on factors such as the stage of venture development, the type of subsidy, 

and the regulatory environment. Additionally, the study identified challenges such as bureaucratic red 

tape and program fragmentation that hindered the optimal utilization of subsidies. Based on the 

findings, the study suggests that policymakers streamline subsidy programs, improve coordination 

among various agencies, and enhance transparency and accountability in subsidy allocation and 

evaluation processes. Moreover, policymakers should provide targeted support for early-stage startups 

and focus on fostering collaboration between entrepreneurs, academia, and industry stakeholders. 

Gupta & Sharma (2019) explored the effectiveness of government subsidies in supporting social 

entrepreneurship ventures in developing countries. The researchers conducted a qualitative case study 

analysis, drawing on interviews with social entrepreneurs, government officials, and nonprofit 

organizations, as well as documentary analysis of subsidy programs and impact assessments. The study 

found that government subsidies play a critical role in enabling social entrepreneurship by providing 

financial support, capacity-building resources, and access to networks and markets. However, the 

study also identified challenges such as bureaucratic inefficiencies, corruption, and lack of awareness 

among potential beneficiaries that hindered the effective utilization of subsidies. Moreover, the study 

highlighted the importance of aligning subsidy programs with the unique needs and contexts of social 

entrepreneurs. Based on the findings, the study recommends that policymakers tailor subsidy programs 

to address the specific challenges faced by social entrepreneurs, such as limited access to finance, lack 

of legal recognition, and social stigma. Moreover, policymakers should enhance transparency and 

accountability in subsidy allocation processes and provide targeted support for capacity-building and 

market linkages. 

Patel & Desai (2020) examined the impact of government agricultural subsidies on rural 

entrepreneurship and economic development in India. The researchers conducted a mixed-methods 

study, combining quantitative analysis of survey data with qualitative interviews with rural 
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entrepreneurs, farmers, and government officials. The study found that government agricultural 

subsidies play a significant role in promoting rural entrepreneurship by providing financial support, 

technology adoption, and market access for smallholder farmers and rural entrepreneurs. However, the 

study also identified challenges such as leakages, inefficiencies, and limited targeting that undermined 

the effectiveness of subsidy programs. Additionally, the study highlighted the need for complementary 

interventions, such as infrastructure development and skill training, to maximize the impact of 

subsidies on rural entrepreneurship. Based on the findings, the study recommends that policymakers 

improve the design and targeting of agricultural subsidy programs to better meet the needs of rural 

entrepreneurs and smallholder farmers. Moreover, policymakers should enhance monitoring and 

evaluation mechanisms to ensure transparency, accountability, and effectiveness in subsidy allocation 

and utilization. 

Johnson & Smith (2017) investigated the impact of government subsidies on female entrepreneurship 

in OECD countries, with a focus on understanding the factors that facilitate or hinder women's 

participation in entrepreneurial activities. The researchers conducted a comparative analysis using 

cross-national data from OECD databases, supplemented by qualitative interviews with female 

entrepreneurs, policymakers, and industry experts in selected countries. The study found that 

government subsidies play a crucial role in promoting female entrepreneurship by addressing gender-

specific barriers such as access to finance, childcare support, and training and mentoring opportunities. 

However, the effectiveness of subsidies varied across countries due to differences in institutional 

frameworks, cultural norms, and policy priorities. Moreover, the study identified the need for targeted 

interventions and gender-responsive policies to address the multifaceted challenges faced by female 

entrepreneurs. Based on the findings, the study recommends that policymakers adopt a gender-

sensitive approach to subsidy design and implementation, taking into account the specific needs and 

constraints of female entrepreneurs. Moreover, policymakers should invest in comprehensive support 

systems that provide access to capital, skills development, networking, and mentorship for women 

entrepreneurs. 

Schmid & Müller (2019) examined the influence of government subsidies on clean energy 

entrepreneurship in European countries, with a focus on understanding the drivers and barriers to 

renewable energy innovation and adoption. The researchers conducted a quantitative analysis using 

panel data from European Commission databases, supplemented by qualitative interviews with clean 

energy entrepreneurs, policymakers, and industry stakeholders. The study found that government 

subsidies play a critical role in promoting clean energy entrepreneurship by providing financial 

incentives, regulatory support, and market opportunities for renewable energy startups. However, the 

effectiveness of subsidies varied across countries due to differences in policy frameworks, market 

conditions, and technological capabilities. Moreover, the study identified challenges such as policy 

uncertainty, regulatory complexity, and market saturation that hindered the optimal utilization of 

subsidies. Based on the findings, the study recommends that policymakers adopt a coherent and stable 

policy framework to support clean energy entrepreneurship, including long-term subsidy programs, 

feed-in tariffs, and renewable energy targets. Moreover, policymakers should invest in innovation 

ecosystems that foster collaboration between entrepreneurs, research institutions, and industry partners 

to accelerate the transition to a sustainable energy future. 

Wang & Li (2021) evaluated the impact of government subsidies on start-up survival rates in the 

United States, aiming to understand the factors that contribute to the success or failure of subsidized 

ventures. The researchers conducted a longitudinal analysis using administrative data from the U.S. 

Small Business Administration, combined with survey data on start-up characteristics and outcomes. 

The study found that government subsidies have a mixed impact on start-up survival rates in the United 

States, with some programs showing positive effects while others exhibiting negligible or negative 
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effects. Factors such as the type and duration of subsidies, the stage of venture development, and the 

competitive environment were found to influence the effectiveness of subsidies. Moreover, the study 

identified heterogeneity among subsidized ventures, with certain groups, such as minority-owned 

businesses or ventures in high-tech industries, experiencing different outcomes. Based on the findings, 

the study recommends that policymakers conduct rigorous impact evaluations of subsidy programs to 

assess their effectiveness and identify best practices. Moreover, policymakers should provide targeted 

support for start-ups in vulnerable sectors or demographic groups, monitor program performance, and 

adjust subsidy allocation criteria accordingly. 

3.0 METHODOLOGY   

The study adopted a desktop research methodology. Desk research refers to secondary data or that 

which can be collected without fieldwork. Desk research is basically involved in collecting data from 

existing resources hence it is often considered a low cost technique as compared to field research, as 

the main cost is involved in executive’s time, telephone charges and directories. Thus, the study relied 

on already published studies, reports and statistics. This secondary data was easily accessed through 

the online journals and library. 

4.0 FINDINGS  

This study presented both a contextual and methodological gap. A contextual gap occurs when desired 

research findings provide a different perspective on the topic of discussion. For instance, Johnson & 

Smith (2017) investigated the impact of government subsidies on female entrepreneurship in OECD 

countries, with a focus on understanding the factors that facilitate or hinder women's participation in 

entrepreneurial activities. The researchers conducted a comparative analysis using cross-national data 

from OECD databases, supplemented by qualitative interviews with female entrepreneurs, 

policymakers, and industry experts in selected countries. The study found that government subsidies 

play a crucial role in promoting female entrepreneurship by addressing gender-specific barriers such 

as access to finance, childcare support, and training and mentoring opportunities. Based on the 

findings, the study recommends that policymakers adopt a gender-sensitive approach to subsidy design 

and implementation, taking into account the specific needs and constraints of female entrepreneurs. 

Moreover, policymakers should invest in comprehensive support systems that provide access to 

capital, skills development, networking, and mentorship for women entrepreneurs. The current study 

on the other hand focused on understanding how changes in government subsidies affect the level or 

nature of entrepreneurial activities. 

Secondly, a methodological gap also presents itself, for example, Johnson & Smith (2017), conducted 

a comparative analysis using cross-national data from OECD databases, supplemented by qualitative 

interviews with female entrepreneurs, policymakers, and industry experts in selected countries; in 

investigating the impact of government subsidies on female entrepreneurship in OECD countries, with 

a focus on understanding the factors that facilitate or hinder women's participation in entrepreneurial 

activities. Whereas, the current study adopted a desktop research method. 

5.0 CONCLUSION AND RECOMMENDATIONS  

5.1 Conclusion   

The study underscores the multifaceted relationship between government intervention and 

entrepreneurial dynamics. Through a comprehensive analysis of various subsidy programs across 

different contexts, the study has elucidated several key insights regarding the effectiveness, challenges, 

and implications of government subsidies for entrepreneurship. Firstly, the findings highlight the 

significance of government subsidies in stimulating entrepreneurial activities by addressing critical 

barriers such as access to finance, technology, and market opportunities. Subsidy programs have been 
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instrumental in fostering innovation, supporting start-up ventures, and driving economic growth in 

diverse sectors and regions. However, the effectiveness of subsidies varies depending on factors such 

as the design of the subsidy program, the institutional context, and the characteristics of the 

entrepreneurial ecosystem. While some subsidy programs have demonstrated positive outcomes in 

terms of increasing the number of new ventures and promoting innovation, others have faced 

challenges such as bureaucratic inefficiencies, misallocation of resources, and unintended 

consequences. 

Secondly, the study underscores the importance of adopting a nuanced and context-specific approach 

to subsidy design and implementation. One size does not fit all when it comes to subsidy programs, 

and policymakers need to tailor interventions to address the specific needs and constraints of different 

types of entrepreneurs and sectors. Moreover, there is a need for greater transparency, accountability, 

and evaluation mechanisms in subsidy allocation processes to ensure that public resources are 

effectively utilized and deliver tangible benefits to entrepreneurs and society at large. Additionally, 

complementary policies and support systems, such as regulatory reforms, capacity-building initiatives, 

and access to mentorship and networking opportunities, are essential for maximizing the impact of 

subsidies on entrepreneurship. 

While government subsidies can play a crucial role in fostering entrepreneurial activities and driving 

economic development, their effectiveness hinges on a combination of factors such as subsidy design, 

institutional quality, and entrepreneurial capabilities. Moving forward, policymakers need to strike a 

balance between providing targeted support for entrepreneurship and avoiding potential pitfalls such 

as market distortions and dependency on government assistance. By adopting evidence-based 

approaches, promoting stakeholder engagement, and fostering a culture of entrepreneurship and 

innovation, governments can harness the transformative power of subsidies to create an enabling 

environment for sustainable entrepreneurship and inclusive economic growth. 

5.2 Recommendations  

One key recommendation is to tailor subsidy programs to address the specific needs and challenges 

faced by entrepreneurs in different sectors and stages of development. This involves designing subsidy 

schemes that are flexible, accessible, and responsive to the diverse needs of entrepreneurs across 

various industries and entrepreneurial ecosystems. For instance, subsidies targeted at technology 

startups may prioritize funding for research and development activities, while subsidies for small 

businesses in rural areas may focus on providing access to capital and infrastructure support. 

Another important recommendation is to enhance access to finance for entrepreneurs, particularly 

those from underrepresented or disadvantaged groups. Government subsidies can play a crucial role 

in addressing market failures and improving the availability of affordable capital for startups and small 

businesses. This could involve expanding subsidy programs for microfinance, venture capital, and loan 

guarantees, as well as providing financial literacy training and mentorship to help entrepreneurs 

navigate the complexities of fundraising and investment. 

The study also recommends investing in the development of robust entrepreneurial ecosystems that 

provide a supportive environment for startups and small businesses to thrive. This includes fostering 

collaboration among entrepreneurs, investors, academia, and government agencies to create networks, 

share knowledge, and access resources. Moreover, policymakers should prioritize initiatives that 

promote innovation, talent development, and infrastructure development to enhance the overall 

competitiveness and sustainability of entrepreneurial ventures. 

Addressing regulatory barriers and creating a conducive policy environment is essential to maximize 

the impact of government subsidies on entrepreneurial activities. Policymakers should streamline 
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regulatory processes, reduce bureaucratic red tape, and eliminate unnecessary barriers to entry for 

entrepreneurs. Moreover, there is a need to ensure transparency, accountability, and fairness in subsidy 

allocation and evaluation processes to build trust and confidence among entrepreneurs and investors. 

A key recommendation is to promote inclusive entrepreneurship by ensuring that subsidy programs 

reach and benefit entrepreneurs from diverse backgrounds, including women, minorities, and rural 

entrepreneurs. This involves adopting targeted interventions and affirmative action policies to address 

systemic barriers and promote equal opportunities for all entrepreneurs. Moreover, policymakers 

should prioritize initiatives that support the development of entrepreneurship skills, networks, and 

support systems in underserved communities. 

Finally, the study recommends fostering a culture of innovation and risk-taking among entrepreneurs 

by providing incentives and support for experimentation, creativity, and learning. This could involve 

designing subsidy programs that reward innovative ventures, facilitate knowledge transfer and 

collaboration, and incentivize entrepreneurial behavior. Moreover, policymakers should provide 

protection mechanisms such as insurance or safety nets to mitigate the risks associated with 

entrepreneurship and encourage more individuals to pursue entrepreneurial endeavors. 

In summary, the recommendations outlined in the study emphasize the importance of designing 

targeted, accessible, and supportive subsidy programs that address the specific needs of entrepreneurs, 

enhance access to finance and resources, strengthen entrepreneurial ecosystems, improve the 

regulatory environment, promote inclusive entrepreneurship, and encourage innovation and risk-

taking. By implementing these recommendations, policymakers can maximize the effectiveness of 

government subsidies in fostering entrepreneurial activities and driving economic growth and 

development. 
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