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Why entrepreneurship? This analysis is designed to identify
innovative and productive entrepreneurship that can promote
economic growth, job creation, sustainability, and quality of life.

Why GEM? Participation in GEM brings Canadian data into a rich
international context of policies and circumstances. Uniquely, GEM
paints a portrait of the individual entrepreneur: attitudes, activities,
and aspirations.

ATTITUDES

The Alberta population has positive attitudes toward entrepreneurship,
nearly fifty percent deeming it a good career choice, and seventy
percent reporting that successful entrepreneurs enjoy respect. Sixty
percent say media give entrepreneurship good coverage. The fact that
approximately 35% know someone who has launched a venture in the
past two years no doubt influences the positive impressions. Seventy
percent see good opportunities in the next six months. Nearly sixty
percent of Albertans believe they have the knowledge and skills for a
venture and only approximately 35% see fear of failure as an inhibition.

ACTIVITY

In 2013, Albertans were more heavily engaged in early stage
entrepreneurship than residents of any other province by a substantial
margin. The key indicator TEA (total early stage entrepreneurship),
composed of the percent of population in nascent stages plus the
percent operating new businesses is over 18%. The national rate is
13%, placing Canada in a second place tie with Australia among the
most active of the countries in its peer group of innovation driven
economies. This places Canada behind only the US at 14%. Alberta

has a rate comparable with the most active jurisdictions anywhere.
Overwhelmingly, the entrepreneurs are motivated by perception of

an opportunity. Few are driven by a lack of options and necessity.
Informal financing of entrepreneurship, a key support function, is
reported by over 5% of respondents, giving Alberta a higher rate than
the rest of Canada. In contrast, the rate of reporting of entrepreneurial
activity by employees on behalf of their firms (EEA) is less than half of
the TEA, but also higher than the rest of Canada. The highest Canadian
province is Quebec.

EXECUTIVE SUMMARY
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ASPIRATIONS
A healthy proportion of entrepreneurs have ambitious plans.

Approximately 20% project growth of more than 50%, yielding more
than 10 jobs in 5 years. Approximately 11% are innovating with a new
product not produced by any competitor.

ENTREPRENEURS IN THE ECONOMY

Here the main question is what aspects of entrepreneurship are

most directly supportive of innovation and growth. A first issue is
what business sectors are represented. GEM divides businesses into
four sectors: extractive (mining, agriculture, etc.), transformative
(manufacturing), business oriented services, and consumer oriented
services. The consumer sector dominates most GEM results. This is
not the case in Canada where business oriented services are the most
populated sector. In Alberta this year, both the transformative sector
and business services combined limit the share to consumer services.
The interest lies in connections between knowledge intensive business
services and contemporary innovation. Other innovation favourable
signals come from 50% of new firms reporting few competitors, and
13% reporting over 20% export customers. Both of these are the
highest among participating provinces. Some notes about the process
of economic diversification based on knowledge spillover from the
resources focus conclude the section.

DEMOGRAPHICS

Age. The age distribution of Alberta entrepreneurs this year has
shifted to favour somewhat older groups. The maximum rate of
participation is in the 45-54 age group. Young entrepreneurs, 18-

34, account for 35% of the total activity. Only 5% of seniors report
entrepreneurial activity. Entrepreneurial activity of various educational
levels from secondary diploma, through post-secondary degrees or
certificates, to those with post-graduate experience show little variation
in Alberta, but participation at each level surpasses the rate for the rest
of Canada. The rate is somewhat lower for those who report only some
secondary experience.



Gender. The attitude survey shows men are more confident than EXECUTIVE SUMMARY
women. For women, fear of failure is higher, confidence in skills

and knowledge to start a business is lower. Perceived opportunity

is moderately lower. Data on activity (TEA) show women engage in

entrepreneurship at a rate about 2/3 that of men.

FRAMEWORK CONDITIONS FOR
ENTREPRENEURSHIP - the expert opinion (PES)
survey

Finance. Financing by equity, debt, and from private sources (friends,
family, angels), is regarded as adequate. Government subsidies are
rated as somewhat better, but venture capital and, especially, IPOs are
lower. Perhaps the latter two are not centrally relevant to most start-
ups.

Government policies. These are generally rated as adequate with
the exception of timeliness in delivery of required documents and
difficulty in dealing with the bureaucracy of regulations and licensing.
Nevertheless, where the experts are invited to make recommendations
they do offer a number. Satisfying government needs, such as those for

procurement, does not give priority to young and growing firms.

Government programs. Among government program issues,
approval is expressed of incubators and science parks, and of the
competence and effectiveness of government agents. However, finding
a single point of contact for the range of needs and ease of navigation of

the system are rated low.

Education. Education for entrepreneurship is rated low except

for the effectiveness of the primary system in promoting the basic
requirements of independence and creativity. The emphasis on
entrepreneur education across educational programs, not just in
business programs, underlines a needed emphasis on entrepreneurial
thinking that prepares for entrepreneurial activity within firms (EEA)
or for social purposes as well as firm formation.

GEM Alberta Report 2014
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Research and development transfer. Experts do not see transfer

of knowledge from public research to small firms as effective, nor do
they see equity of small firm access to knowledge, compared to large
established firms. Small firms are judged unable to afford access, and
government subsidies are not adequate. The bright spot is that experts
believe the Alberta science system could support start-up and growth
of a world class technology company and the Alberta scientists and
engineers have reasonable opportunities for commercialization.
Commercial infrastructure. Subcontractors and consultants are
considered adequately available, but small and growing firms
encounter difficulty in finding and affording them. Professional
services such as accounting and law are regarded as adequate, as is
banking.

Internal market openness. Year to year volatility of both consumer
and business to business markets is considered moderate. Ease of
entry and its costs are rated lower in contrast to an international

study that rates entry in Canada as low cost. Impediments presented
by established firms and effectiveness of antitrust legislation are also
considered moderate.

Physical infrastructure. This focuses on communication and
utilities infrastructure, rating the Alberta situation as good.

Culture and social norms. Albertans are believed to value personal
effort, self-sufficiency, and individual responsibility. As well they value
creativity and innovativeness. This leads to openness to risk taking.

Overall rankings of the nine areas. The highest ranked are
physical infrastructure and cultural/social norms. The first is similar
to the national Canadian rating the second is higher. Finance is rated
quite similarly to the national rating, but commercial infrastructure
is ranked higher by the national panel. On the low end of rankings,
both the Alberta and National panels rate R&D transfer low, but the
National panel rates education higher than the Alberta panel does.



Constraints, fostering factors, and recommendations. EXECUTIVE SUMMARY
Panelists were asked to give open ended responses to factors they

found important in each of these three categories. Leading areas of
constraint were capacity for entrepreneurship (in contrast to the
public perception - see attitudes - of having knowledge and skills), and
government policy. Fostering factors identified were led by cultural
and social norms. Recommendations focused on government policies,
education and training, and finance.

Implications and Conclusions
See the recommendations below.

Recommendations

1. The culture of entrepreneurship in Alberta is healthy and activity in
2014 remains quite vigorous. Policy should be directed to improving
the quality of entrepreneurship and facilitation of innovative growth
oriented initiatives. Scalability should be a key criterion for support.

2. The lower level of employee entrepreneurial activity (EEA) is a

serious concern, which has been identified with business strategy in
Canada. Government can play a role in encouraging EEA by being
prepared to support partnering activity with firms or parallel activity
in innovative areas. A special opportunity may arise in the growing
Alberta green technology sector.

3. Education and training for entrepreneurial thinking and innovation
should be enhanced at all levels. The aim should be preparation for
entrepreneurial activity as an employee or in a social cause as well as
for firm formation. In the early years, schools do attend to the central
issue of promoting creativity and individual initiative. This can be
complimented with enriched exposure to the basics of economic life.
In later stages from secondary through post-secondary education,
entrepreneurial innovation oriented thinking should be included in all
curricula and not limited to business programs.

GEM Alberta Report 2014
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4. Governments programs should examine opportunities to support

innovative young firms by contracting for development in areas of
government need. A special opportunity may arise in the growing
Alberta green technology sector.

5. Government policy should focus on targeted programs for small
growing firms and deliver essentials for their business through a single
nimble portal.

6. Women entrepreneurs and potential entrepreneurs need mentoring
programs, such as those of Alberta Women Entrepreneurs, that can
ensure they have the same exposure to opportunities as men. This
especially applies to scope, going beyond consumer services.



Alberta, Entrepreneurship, and GEM 1. INTRODUCTION
This is the second year of a comprehensive survey of entrepreneurship

in Alberta. A representative random sample of Albertans was canvassed

with a questionnaire also used for a national GEM Canada Adult

Population Survey (APS), which is a part of an international project

providing the opportunity to benchmark Canada with seventy other

countries. In addition, a panel of Alberta experts was queried about the

state of the framework conditions under which Alberta entrepreneurs

operate.

The subjects of this study are the entrepreneurs whose role was
articulated by the Government of Alberta in the report Building on
Alberta’s Strengths: Alberta’s Economic Development Framework?:

Entrepreneurs are the engine that drives our economic growth because
they create enormous value through their innovation, creativity, and
hard work. These entrepreneurs can be business owners; they can also
be employees. All those that take initiative, probe for opportunity,
pursue new ventures, whether for their own company or as part of a
larger organization, are entrepreneurs.

The government report also emphasizes the role entrepreneurial small
businesses play in support of Alberta’s large firms with a creative array
of business services.

The Nature and Role of Entrepreneurship

In close parallel to the concept of entrepreneurship put forward
in Building on Alberta’s Strengths (above), the GEM project,
internationally, works with the following definition:

... any attempt at new business or new venture creation,
such as self-employment, a new business organisation, or
the expansion of an existing business, by an individual, a
team of individuals, or an established business”

The goal of these processes is creation of value as emphasized in an
OECD framework?. The definition is expansive enough to include the
champions of all types of innovation, but a special place is reserved
for those entrepreneurs who create new establishments, businesses or

GEM Alberta Report 2014
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other ventures with prospects for creation of jobs for Albertans.

It is well known that we live in a knowledge economy. Knowledge

is the economic good that does not degrade in use. In practice, few
organizations can effectively realise the full economic return on all of
the knowledge they must possess for their core mission3. This leads
to the ‘spillovers’ that, for example, leads to productive clustering for
which the archetype is Silicon Valley, but which can be clearly seen
in Alberta’s oil and gas cluster*. Among the most productive forms of
entrepreneurship is turning ‘spillover’ knowledge into breakthrough
new ventures that escape and go beyond the limitation on large firms
that is imposed by the requirements to attend to their ‘core business’.

The influential economist, William Baumol, pointed out5, there

are three types of entrepreneurship; productive, unproductive and
destructive. Productive entrepreneurship is that which has
growth potential and produces significant innovations, it yields
growth and quality of life benefit as well as jobs. Unproductive
entrepreneurship simply reshuffles the locus of accumulation

of money. It includes opening imitative consumer services

businesses. Still, net employment may increase. Destructive
entrepreneurship, such as criminal inventiveness, is outside the
scope of GEM study. There is no rigid line between productive and
unproductive types; more realistically, it is a continuum with these as
the end points. Nevertheless, the main interest in entrepreneurship
study is the productive entrepreneurial process, which is the main
driver of long-term transformative growth. Much interest centres on
entrepreneurship and innovation where much innovation analysis

has focused attention on R&D and technology. Yet it is clear that

not all innovation is derived from technical inventiveness. Think of
Tim Horton’s coffee shops, Wal-Mart logistics, or the introduction of
‘Medicare’. In fact, analysis of innovation shows that every success
depends in large measure on the non-technical social factors. Hall and
Martin® point out that an innovation must pass four hurdles: technical,
feasibility, commercial viability, organizational capability, and social



acceptability. They argue that uncertainty increases as we pass along 1. INTRODUCTION
this value-added chain from left to right. An entrepreneurial venture

must succeed at each stage. In most cases, the major challenges arise

after technical feasibility has been established.

Why GEM?

First and foremost GEM is a regional, national and global project.
Participation in GEM brings Alberta into a rich context of data from the
rest of Canada other participating provinces and from countries that
cover a full spectrum of circumstances and policies. The uniqueness

of GEM also lies in the focus on the attitudes, aspirations and activity
of individual entrepreneurs, now recorded in a 16 year time series of
adult population surveys (APS). There is no comparable source of such
intimate information. Every entrepreneur is a potential innovator, as
Building on Alberta’s Strengths! observes, since an entrepreneurial
initiative grows out of some new idea. Most innovation literature offers
analysis from the firm perspective. GEM brings the individual initiator

back into focus.

As a complement, the framework environment (e.g. availability of

finance, government policy, etc.) that facilitates or constrains Alberta
entrepreneurs is assessed through the provincial experts survey (PES).

Entrepreneurship, Innovation,

Growth - The GEM Model”

The interpretation of entrepreneurship from one perspective focuses
on the individual entrepreneur with personal aspirations, capabilities
and opportunities against an alternate perspective focusing on human
capital, policy, markets, finance and culture. The GEM project regards
entrepreneurship as a process in a complex ecosystem and examines
individual entrepreneurs and ventures in this context. The GEM model
is outlined in Figure 1.1

GEM Alberta Report 2014
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Figure 1.1 The GEM conceptual framework
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Source: GEM Global Report 2014

The area in the red oval includes the aspects of entrepreneurial
activity that are the subject of questions to entrepreneurs in the
Adult Population Survey (APS). On the left in the red oval, in a first
layer of the ecosystem, are subjects probed by questions addressed

to all respondents that explore both general public attitudes toward
entrepreneurship and general demographic characteristics. Moving
to the left of the diagram, the top part refers to parts of the ecosystem
determining the framework faced by an entrepreneur in the form

of general national (regional) conditions and conditions specifically
influencing entrepreneurship. These are assessed in the expert survey
of a national panel (NES) or a provincial panel (PES). The lower part



on the left refers to general socioeconomic conditions that, for example 1. INTRODUCTION
determine the assignment of the jurisdiction to one of the three World
Economic Forum categories of economy — in this case primarily

those associated with innovation and business sophistication as core
characteristics. Various sources, such as Statistics Canada data, are
consulted to gather needed information. Businesses in an innovation
driven economy are more knowledge intensive and the service sector
figures more prominently in the economy. Entrepreneurship and
innovation factors play a more dominant role in the development

of these economies, but still rely on a healthy profile of the basic
requirements and efficiency enhancing factor characterized at the
bottom left of the diagram.

Beyond the structural aspects, The GEM model also views
entrepreneurship as a dynamic process in the ecosystem, occurring
over different phases from intention to start, to just starting, to
running new or established enterprises, and even to discontinuance.
Given variable contexts and conditions, it is not inevitable that

one phase leads directly to the next. Figure 1.2 shows the phases of
entrepreneurship. In exploring the early phases, the GEM surveys

assemble the critical individual level data not available from business
statistics.

Figure 1.2 The phases of the entrepreneurial process.

i Entrepreneurship Phases
§ Total early-stage Discontinuance
Y Entrepreneurial Activity = ==0smmmemsssssseeees
(TEA) . 4
Potential [ — ) " S
Entrepreneurs: ', Intentions ...,  Nascent H— New \__,  Established
Beliefs and Attitudes

Source: GEM Global Report 2014
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Research Methodology and Scope.

Adult Population Survey (APS)

Using a telephone survey, an independent polling firm randomly
selected adults between the ages of 18 and 99. Their responses were
solicited to a series of detailed questions, phrased in everyday language,
that are used throughout the GEM international entrepreneurship
project. These are used to assess entrepreneurial attitudes, activities,
and aspirations of the provincial population. These provide a profile

of a representative cross section of the Albertan adult populations,
balanced for age and gender distribution. With the common

survey instrument in global use, it is possible to compare Alberta
entrepreneurship across participating Provinces, to Canada as a whole,
and internationally. In international data, the ‘working age’ range

of 18-64 was employed in other countries this year. Consequently,
Canada data are compared to other countries in the Canada Report®

on the 18-64 age basis. A separate analysis of the senior population

has been made for Canada. The Canadian sample, expanded to include
the age range 18-99, permits identification of activities of seniors. For
analysis, the Alberta sample is weighted for age and gender to standard
provincial demographic data.

Provincial Expert Survey (PES)

The expert survey is a questionnaire survey of 36 experts in Alberta
using the instrument developed for the global GEM project. The
experts come from different professional perspectives related

to entrepreneurship where they gain considerable knowledge of
entrepreneurial activities. Nine areas of expertise are specified by
GEM: finance, policy, government programs, education and training,
technology transfer, support infrastructure, and wider society/
culture fields. The survey instrument presents a series of statements
reflecting the GEM perspective on conditions that would be supportive
of entrepreneurship. The experts are asked to estimate the degree to



which each is true for Alberta. The final section solicits open ended 1. INTRODUCTION
responses, which are coded to twelve categories. The questions cover
nine major areas that create the framework in which entrepreneurs

operate:

« Financing,

« Governmental policies,

« Governmental programs,

« Education and training,

» Research and development transfer,
« Commercial infrastructure,

« Internal market openness,

» Physical infrastructure, and
 Cultural and social norms.

Standard Socioeconomic Data

Basic contextual data were obtained from Statistics Canada and OECD
publications. Several other international, national, and provincial
agencies published studies of relevance. The academic research
literature was also a source. These studies are cited in the report where

information is drawn from them.

GEM Alberta Report 2014



2 THE PRACTICE OF The key indicators from the GEM survey probe:
ENTREPRENEURSHIP « Entrepreneurial attitudes,
(How strong is the perception of a culture of entrepreneurship?)
+ Entrepreneurial activity,
(How much and what early stage activity is occurring in the
general population?)
» Entrepreneurial aspiration.
(What do these entrepreneurs seek to achieve?)

The primary indicators for these categories paint a portrait that is
unique to the GEM methodology of the individual entrepreneur acting
in the Alberta community

2.1. Attitudes

Attitudes influence entrepreneurship

For any policy designed to support highly productive entrepreneurship,
impact is hard to measure. Yet it is clear that some of the most
important policy outcomes depend on attitudes and mind sets in the
Alberta population. A key policy goal must be to foster a culture of
entrepreneurship and innovation through informing, training, and

educating. GEM provides a variety of perspectives on the success of
such policy through questions, both to the entire adult population

and specifically to the entrepreneurially oriented themselves. This
entrepreneurial culture shapes the challenges faced by both the crucial
productive entrepreneurs and those other entrepreneurs who can also
contribute (e.g. to job creation). GEM reports the public perception of
entrepreneurs’ hopes, struggles and successes. The 2014 Alberta GEM
survey* paints the picture of a strong entrepreneurial culture.

Views of the provincial adult population
Three key issues in the attitudes of the general population can shape
the entrepreneurs’ sense of their chances.

« Do people see entrepreneurship as a good career choice?

+ Do they admire successful entrepreneurs?

« Do popular media give entrepreneurship adequate attention?

" The survey conducted in the spring/summer was completed before the sharp drop in oil prices.

GEM Alberta Report 2014



A last question asked of the non-entrepreneurial population tests basic 2 THE PRACTICE OF
economic attitudes: “Do people tend to prefer an equal standard of ENTREPRENEURSHIP
living?” The survey results are shown in Figure 2.1 (which compares

Alberta to the rest of Canada and Ontario).

Figure 2.1 Public attitudes (% of pop.) toward entrepreneurship 0.1
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Figure 2.1 shows that Alberta shares similar positive attitudes as
other parts of Canada toward a career in entrepreneurship. Data for

G7 countries are similar, and the Canadian position is healthy by
international comparison.

Figure 2.2 Capacity
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Figure 2.2 shows data related to the provincial population’s sense

of capacity to engage in entrepreneurial activity. Perception of
opportunity over the next six months is high in Alberta. Confidence in
having skills and knowledge to undertake entrepreneurship remains
surprisingly high (expert opinion below will prove to be less positive)
with Alberta and Ontario above the rest of Canada average. Inhibition
of activity from fear of failure is low in all provinces. It is below 40
percent in Alberta. The positive attitudes may be reinforced by the
fact that a large share of the population, personally know a recent
entrepreneur. It is clear that Albertans undertake entrepreneurship
with confidence?. Selling the concept is not necessary.

2.2, Activity

The heart of the GEM survey - the indicators that provide key
perspectives, are those where action, with its risks, is reported. These
identify the ongoing level of early stage start-up activity. Comparisons
among jurisdictions and trends over time in conjunction with the
reports of the expert survey on framework conditions provide the
basic information for evaluating the status of entrepreneurship in a

jurisdiction and judging outcomes of policy.

The analysis centres on three measures that lead the tabulation
below. In these strictly Canadian comparisons, the full 18-99 age
range is included. The overall Canada rate for this population is 11.4%
compared to a rate of 13.0% for the 18-64 population.

1) The nascent entrepreneurship rate, the percentage of the adult
population who are currently engaged in setting up a business that
has not paid salary, wages or other payments to owners for more
than three months.

2) The new business ownership rate, percentage of the adult
population who are currently owner-managers of new businesses
that have paid wages, salaries or any other payments to owners for
more than three months but not than 42 months.

3) The combination of these two (counting each individual only once)
yields an overall indicator, ‘TEA’, the total early stage activity, or
entrepreneurship rate.

2 These data were collected before the sharp drop in oil prices.



The pivotal TEA rates for five Canadian provinces with sufficient 2 THE PRACTICE OF
response rates to provide at least qualitative information are shown ENTREPRENEURSHIP
in the box with item 2 above. (BC, with a smaller sample, is the most

uncertain.) Note that Alberta has the highest TEA by a comfortable

margin. Table 2.1 provides the TEA values for Alberta, the Rest of

Canadas3, and Ontario.

Table 2.1 The component stages of TEA and TEA compared to
established business rates

% Population Nascent Start-up Business TEA Established Business

Alberta 14.9 8.1 18.1 12.9
Rest of Canada 9.6 4.5 111 9.0
Ontario 11.8 6.0 10.0 8.2

Table 2.1 shows comparative data for TEA with the component
nascent (owner compensation < 3 months) and new business (owner
compensation 3-42 months) indicators reported. Data for the
established businesses (those owner/managers reporting business

active for more than three and a half years) is added for comparison.
The trend to notice is that rates decline from nascent to start-up and
from TEA to established businesses. These trends, which are common
in other jurisdictions, remind us of the risks of entrepreneurship.

TEA values also provide insights into aspects of entrepreneurship
such as the gender distribution and initiatives based on recognition of
an opportunity vs. ones driven by lack of options, i.e. necessity. Data
are summarized in Figure 2.4. Alberta compares favourably except

in gender ratio. The large ratios of opportunity driven over necessity
driven are a common feature in innovation driven economies.

3 The Rest of Canada file is weighted by provincial demographics for each of the nine provinces.
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Figure 2.3 TEA variations with gender and
opportunity vs necessity motivation.
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The ratio of female to male entrepreneurs in Alberta is less than two
out of three. There has been no improvement since the 2013 report.
The comparison values are better for the rest of Canada but not
Ontario. This situation is similar in peer countries including the US
and Australia that exhibit very similar overall TEA.

Finance for start-up commonly begins with contributions from friends
and relatives. The GEM variable that reflects these key sources is

the informal investors’ rate defined by those who have personally
provided funds to someone else over the past three years, not in the
form of stock purchase or mutual funds - an ‘angel’. The percentage of
respondents in Alberta was 5.3%. The Ontario value was 4.4% and the
rest of Canada rate, 3.6%, so Alberta is highest, yet all numbers are less
than half the TEA rate.

A final note about the TEA is needed to place Alberta on an
international scale. Data in this report include seniors as was the case
with the surveys across Canada. In the Global report for 2014, most
countries continued to survey a so called ‘working age’ sample limited
to the ages 18-64. In the Canada report, international comparisons are
used throughout and require re-stating Canadian data for the 18-64
age range. To put Alberta data in this international context, Figure 2.4
shows key TEA variables for Alberta and Canada on both sample age
ranges and Canada’s two peer countries at the top of the TEA scale
among innovation driven economies, the US and Australia. The data
show Alberta as a leader on an international stage.



Figure 2.4 International comparison of Alberta’s TEA rate

NTEA WTEAM ©“TEAF WTEAopp WTEAnec

20.6 18 225
16. : 15.2 16.5
114 13,62 14 5 1387,
- ||

AB 18-99 AB 18-64 CAN 18-99 CAN18-64 US 18-64 AUS 18-64
Entrepreneurial activity by employees. Since the appearance of 2 THE PRACTICE OF
the GEM Special Report on Entrepreneurial Employee Activity® ENTREPRENEURSHIP

(EEA), GEM has extended its scope with new questions to ask about
leadership of initiatives to create a new product, process, or venture
for a principal employer. An example from Alberta history is Karl
Clark’s steam process for separating oil used for the oil sands (patented
in 1929 while working for the Alberta Research Council). This is also
called ‘intrapreneurship’.

The metric corresponding to TEA is the entrepreneurial employee

index (EEA), which is the percentage of the adult population who

have engaged in any of the defining activities in the past three years. A
question that parallels elements of the nascent activity question in TEA
asks if the initiative is in the present year (now). The left column two
entries use the total adult population as the base for the percentage.
The two on the right use only those respondents who report being

employed (not self-employed) as a base for the percentage.

% Pop. EEA EEA EEA EEA (leads now
(leads) (leads now) (base employed) base employed)
AB 5.6 42 7.8 oY
R of CAN 4.1 29 6.6 4.7
QC 7.9 5.4 1.7 7.9
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In this case Quebec data are included in place of Ontario because

Quebec is the national leader and exhibits an EEA rate competitive
with international leaders such as the US, UK, Australia, Norway,

and Denmark in the 6% to 8% range. Canada nationally is slightly
ahead of France and Germany. Alberta is just behind the international
leading group, but the EEA values in Canada outside Quebec are very
clearly smaller than the TEA values. The gap between EEA and TEA

is smaller for the leading countries for whom the TEA value is close to
Canada’s, including the US and Australia. Clearly, in firm activity is a
problem area. This is consistent with reports on Canadian industry as
exemplified by the study of the Council of Canadian Academies, Expert
Panel on Business Innovation in Canada (2009)*°, who concluded that
Canadian firms do not adopt innovation oriented business strategies.
Finding approaches to change this orientation are a priority policy

concern.

2.3 Aspirations

What are the early stage entrepreneur’s scale-up aspirations? Three
areas are chosen to give a snapshot of the level of ambitions and growth
intentions of the new businesses. (1) What fraction expects substantial
job growth? (2) What fraction will produce new products and/or enter
new markets? (3) What fraction will be oriented to exports?

The specific questions considered are:

 Is the business expected to create ten or more jobs along with
50% or more growth within the first five years?

 Will the business introduce products new to all customers?

«  Will at least 25% of the customers lie outside the region?

Respondents giving positive answers to these questions are likely to
include the most innovative new initiatives. These data lead directly to
the discussion of entrepreneurship in the economy in Chapter 3.

The results for Alberta, Ontario, and the rest of Canada are reported
in Table 2.2. A line is added for Alberta established businesses (AB
Est business) to reveal the difference from the entrepreneurs in

commitment to novel products.



Table 2.2 Firm aspirations for jobs, novel products, and

% of TEA
responses

AB
Rest of CAN
ONT

AB Est
Business

10 Jobs
& grow
50% in 5 yr
21.7
17.2

13.6

sales out of region.

Many Few No
Competitors Competitors Competitors
offer offer offer
50.1 38.7 11.2
431 43.8 15.1
41.7 442 141

68.7 29.1 2.3

Customers
out of

region >25%

224
151
13.6

Alberta appears to be not only a leader in TEA, but in job growth
ambition too. The data for established businesses underlines that
opportunity driven start-ups are expected to find the niches not

occupied by others and innovate.
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How does entrepreneurial activity impact the economy?

The two principle factors are jobs and innovation. Baumol’s categories
distinguish productive from non-productive initiatives where the first
are seen as economically creative and the second simply re-arranging
the distribution of economic benefits+. Clearly, the productive category
is closely tied to innovation. The total early stage entrepreneurship
measures do not give indications of the degree to which a given effort
has productive content. A first set of indicators pointing to productive
entrepreneurship were the Aspiration indicators described in the
previous Chapter.

3.1 Sectors

Alexander" introduced a second distinction relevant to economic
impact: “A portion of the economic effort in a city is supported by
non-local demands. But these city people in turn have need for local
services, thus a second urban function is ... that which caters to the
[local] needs.” The first category is a key driver of regional growth and
is associated much more strongly with sectors other than consumer
services. Similarly, it is commonly assumed that the transformative
(manufacturing, etc.) sector offers greater opportunity to ‘productive’
entrepreneurs. Analysis of TEA sector distribution offers a first clue to
innovation potential in responses to non-local demand.

GEM data offer indicators by cataloguing initiatives into four sectors:
« Extractive (e.g. mining, agriculture),
» Transformative (e.g. manufacturing),
» Business oriented services,

o Consumer oriented services.

The distribution among these sectors (Figure 3.1) offers insight into the
sort of economic development that can result.

4 It was noted above that the ‘unproductive’ may have positive aspects, as for example, in job
creation, and in some sense, trying anything new is a first step in innovation.



Figure 3.1 Distribution of entrepreneurial activity over four sectors.
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Alberta data are shown with the results for Ontario, Quebec and
Canada national data. The expected conclusion that the majority of
start-up is in service sectors is confirmed. That this feature is broadly
shared is documented in the global GEM study. Alberta shows start-
up strength in the transformative sector. The special feature of all

the Canadian data is that business services are nearly as common as
consumer services. This is not seen, for example, in other G7 countries.
The business services sector includes such start-ups as technical
consulting firms included in knowledge intensive business services,

which have substantial innovation potential.

3.2 Innovation indicators

Complementary information comes from the fraction of TEA initiatives
that report reliance on new or recent technology. Finally, the degree to

which the entrepreneurs are developing unfamiliar initiatives with few

or no competitors is an innovation related indicator.

Figure 3.2 shows three potential indicators of innovativeness, the
currency of technology, the novelty seen by customers, and the
number of competing firms. The distribution of reliance on the latest
technology new this year, technologies introduced in the last 5 years
(1-5 years old), or older technology (old) is shown first in Figure 3.2.
The clear conclusion is that newer technologies play a role in only

a minority of start-ups. The differences are small. The next three
columns compare data (see also Table 2.2) for how many businesses

3 ENTREPRENEURS
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offer similar products/services: many, few, or none. Few and none

dominate indicating that ‘niche’ opportunities have indeed been
identified. The last three columns show what shares of customers find
a product/process new or unfamiliar: all, some, or none. The ‘new in
their market’ criterion for innovation is met by 10% to 15%.

Figure 3.0.1 Potential innovativeness indicators.
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A further indicator of the scope of the venture is the estimate of
customers from outside the jurisdiction. Here there is a question about
the nature of the jurisdiction. In Canada, provincial and national
surveys were conducted together with supplemental sampling as
needed to provide an adequate sample. The question addressed
customers outside Canada, i.e. export expectations. Four provinces had
sufficient samples and data is shown in Table 3.1.

Table 3.1 Anticipated export customers.

Export Customers none 1-25% 25-75% >75%
AB 8.2 747 [|)) 3.7
ON 16.9 66.4 104 6.4
QC 17.4 50.2 20.3 12.2
NS 26.0 56.7 17.2 -




Given small numbers in the highest category, it may be best to 3 ENTREPRENEURS
interpret stronger results together as a fraction over 25%. Alberta is IN THE ECONOMY
low in firms with no anticipation of customers outside of Canada, but

appears weaker than the manufacturing sector intensive provinces with

respect to start-ups with high export orientation (despite the fact that

Alberta is not weak in transformative start-ups). In a resource-oriented

province, start-ups related to resources are likely to serve larger firms.

That can be expected to be locally at first.

3.3 Growth and Jobs

Job growth is a key benefit sought from entrepreneurial activity. A
recent OECD study on firm dynamics™ reported job growth of start-
ups after 3 years. For Canada (2010), over 20% were not reporting
(closed?), over 70% remained in the 0-9 jobs class and approximately
5% had grown on to a higher job class. It is clear that the key players
are a small fraction of new firms. In chapter 2, a growth and jobs
aspiration was reported. Twenty percent of Alberta firms planned to
exceed ten jobs and to have experienced >50% growth in five years (see
Table 2.2). Figure 3.3 elaborates the projection for job growth after five

years. The first segment asks for any jobs (beyond the owner/manager)
now or in five years. The second segment asks if 10 or more with 50%
growth is expected within five years, and the last segment asks if twenty
or more by five years are planned. The data indicate that a substantial
fraction of initiatives are self-employment. Job creation ambition
seems to be most pronounced in Quebec.

Figure 3.0.2 Job creation
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Recognizing that high growth start-ups are relatively rare, the levels of

high growth ambition seen in the Alberta statistics are not a cause for
concern. Leaving statistics aside and turning to individual cases, five
ventures have 40 to 50 employees now, and four project one hundred
or two hundred in five years (among approximately 120 responses).

3.4 Economic diversification. (...a tale of Calgary)

A major concern in Alberta is economic diversification to reduce
dependence on the volatility of a resource (oil and gas) driven
economy where the producer is a price taker not a price maker.
Entrepreneurship has a role to play. One metric already rates Alberta
as a diverse economy. For example, the city of Calgary is rated at 0.76
on a zero to one scale of economic diversity by the Conference Board of
Canada13 (Edmonton is rated 0.89). The ranking is based on standard
industrial classifications and indicates a rich variety of professional
talent. What it misses is that the rich variety of talent is required to
support the energy industry. The city and environs is not a place where
oil and gas are extracted, it is a centre with the managerial, technical,
and financial talent to manage oil and gas extraction in Alberta, across
Canada, and globally. Only about 5% of the work force is classified

as oil and gas, but firms in IT, engineering consulting, finance,
accounting, law, etc. are essential to the operation of the core industry.
Thus, the fortunes of all are linked to world commodity prices.
Consequently, the economy lacks resilience. The diversity is related
through a common goal*.

In this environment, the most promising direction for diversifying
innovation is entrepreneurship that exploits part of the rich talent base
to move to other markets. The study in ref.14 found an environmental
consulting sector that had served oil and gas firms and expanded to
independent markets. The successful GPS cluster, which is now well
known for agricultural applications, was initiated by a confluence

of initiatives like Shell’s spinning off a division at the time that the
University of Calgary was making an early commitment to GPS
technology. The successful wireless manufacturing cluster was

seeded by an initiative bringing the phone company (communication
technology) together with a gas pipeline company (operating in remote



areas). The initial company did not ultimately succeed, but it attracted 3 ENTREPRENEURS
a talent pool that drew in other companies and included many IN THE ECONOMY
entrepreneurs. The internationally influential CMG that produces

software for geotechnical analysis and simulation was a university

spin-off that grew from serving local industry. These are examples of

entrepreneurship that may have corporate roots but involved the right

individuals leading the exploitation of knowledge spillover from the

oil and gas base. There have been others that did not have corporate

roots. The learning technology company, Smart Technologies, was

founded by an entrepreneurial couple, and a digital x-ray company

grew from the entrepreneur with imaging knowledge derived from

a geophysical knowledge base. If diversification is to succeed, it will

probably continue to exploit knowledge spillover from the knowledge

rich oil and gas sector by a combination of the work of entrepreneurial

employees with independent entrepreneurs who can draw successfully

on that diverse knowledge base. Policy must search this combination

and take risks, rather than adopt a scatter shot promotion of

entrepreneurship. As Massucato® has demonstrated, transformative

innovation takes public sector leadership, as is illustrated by the nine

radical innovations that were required to achieve a smart phone, and
that were all initiated through US government programs.

GEM Alberta Report 2014
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4.1 Age

The international GEM adult population survey addresses the working
age population from 18-64, excluding seniors. The population is
segmented into five ranges: 18-24, 25-34, 35-44, 45-54, and 55-64. This
limitation will be followed here and seniors will be treated separately

in order to maximize overlap with other GEM documents. TEA
entrepreneurship rates in each age range appear in Figure 4.1 in blue.
The share of total TEA contributed by each age range is represented by
the red points.

Figure 4.1 Alberta TEA in each age range

55 -64
~&— AB rate
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The maximum participation rate and the largest share of TEA are
found in the 45-54 age range. This is older than last year where the
peak was in the 35-44 range, as is commonly found internationally.
However, the Alberta distribution is similar to the overall Canada
distribution after allowance for the higher TEA rate in Alberta than in
the rest of Canada. Young entrepreneurs (to 35) account for only 37%
of TEA in 2014 compared to nearly 50% in 2013.



Table 4.1 Age distribution of TEA activity and of established businesses.

Age range 18 - 24 25-34 35-44 45 - 54 55 -64
AB TEA 18.2 17.2 18.7 20.8 15.1
AB Est B - 71 8.0 10.9 19.6

Despite the decline in share of young entrepreneurs this year,
comparison with the age distribution of owner/managers of established
businesses (over 3.5 years in business) emphasizes the role of youth in
entrepreneurship.

Seniors are not covered in international data, but the Canadian

APS is open to respondents to age 99. The current sample spanned
ages 65-74. This provided a final Alberta sample of 41 seniors. In this
group, 54% thought the next six months offered good opportunity
for entrepreneurship compared to 74% for the total population. A
striking 57% percent reported having skills and knowledge to start a
new business (general population 56%), and only 27% reported they
would be inhibited by fear of failure (below general population at 37%).
Balancing lower sense of opportunity with reduced fear of failure,
leads to expectation of a significant level of entrepreneurial activity.
However, the data show that only 5% in this small sample did report
start-up activity.

It will be important to track changes in these results over the next few
years as the senior population increases.

4.2 Education

A second perspective on demographics of entrepreneurship comes with
examination of the educational credentials of the entrepreneurs. The
rate of TEA activity as a function of education level is shown in Figure
4.2. The four levels of education are: some secondary (some sec), a
secondary diploma (sec dip), a post-secondary certificate or degree

(PS deg), and post-graduate experience (post grad). Comparison of
the Alberta data is with the national Canadian data. (Data for other
provinces show some large fluctuations which average to a fairly
smooth national pattern.) The upper two categories involving post-

4 DEMOGRAPHICS
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secondary accomplishments exhibit the highest rates of entrepreneurial

activity. At the national level, those not holding secondary diplomas
have a rate exceeding those with secondary diplomas, but this is not the
case for Alberta with its high overall rate of TEA activity.

Figure 4.2 Rates of TEA activity (% of population)
as a function of educational level

W CANTEA WABTEA

13.9

post grad i 18.5
PS deg 19.4
sec dip 19.2

some sec 10'411.8

With respect to entrepreneurial ventures requiring command of highly
specialized knowledge, the high rate of TEA activity by those with post-
graduate experience is encouraging.

4.3 Gender

The attitudes toward entrepreneurship in Alberta do differ somewhat
as a function of gender. Men are more confident than women, notably
in believing they have the knowledge and skill to start a business and
claiming less inhibition from fear of failure. These probably influence
a smaller difference in perception of the opportunity in the next six
months. However, perception of starting a new business as a career

is equal. Figure 4.3 shows the percentage of each gender population
giving favourable opinions about opportunity (OPP), possession of skill
and knowledge (SKIL), fear of failure as an inhibition (Fear Fail), and
whether starting a new business is a good career choice (Good Car).



Figure 4.3 Percentage of each gender population expressing 4 DEMOGRAPHICS
attitudes toward entrepreneurship
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Data in Chapter 2 show women engaging in the TEA activities at a rate
approximately 2/3 that of men. The Canada report also indicates that
women are more likely to start up a consumer services business than
men. Although numbers are small in the provincial survey, it is possible
to conclude that men are more active as entrepreneurial employees
(EEA) and more likely to start-up a social goal oriented venture.

4.4 Work and income

Among the early stage entrepreneurs (TEA), 92% were working

full time or part time. 4.1% were not working and 3.6% were either
students or retired. Household income was reported in three
groupings. The lowest third of the income distribution included 28.2%
of TEA entrepreneurs. The middle third included 34.7% of TEA and the
highest third included 37.1% of TEA.

GEM Alberta Report 2014
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5.1. Finance
The first area explored in questions to the experts was finance. Some

other documents (e.g. the Power of Three Report'®) have suggested
that Canada ranks well in international comparisons and find that the
cost of starting a business has fallen significantly in Canada. Moreover,
the population survey rates the role of informal investor participation
in Canada (and Alberta) as a leader. Still, financing is always a key
challenge for young and growing firms. Questions posed concern
sufficiency of equity funding, adequacy of debt funding, sufficiency of
government subsidies, adequacy of private ‘angel’ funding, sufficiency
of venture capital, and availability of IPO funding for new and

growing firms. All are put in the positive so that agreement indicates

a favourable situation. The responses offer a five point scale ranging
from ‘completely agree’ (five) to ‘completely disagree’ (one), with
‘somewhat’ and ‘neither’ as the intermediate descriptors. Responses
are shown in Figure 5.1. Both mean of answers and the mode (the most
frequently chosen option) are shown in the Figure. The mode is an
interesting secondary parameter identifying the largest consensus on
one point. The scores near 3 correspond to the neutral ‘neither true nor
false’ with most leaning to ‘somewhat true’. The modes at 4 indicate
the most common choice of individual experts was ‘somewhat true’.
IPO sources are rated lowest, but IPO funding is usually not an option
for a stare-up. Even venture capital is usually at a later stage. These
responses are marginally more positive than those from experts last
year. Standard error of the means is ~0.2.

Figure 5.1 Finance conditions
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5.2 Government policies

A set of seven questions about Alberta government policy starts with
(top in figure): (1) do various policies, e.g. procurement consistently
favour [doing business with] small and growing firms? The next

two concern whether small and growing firms are a high priority at
both (2) Federal and (3) Provincial/local levels. Other issues are as
follows. (4) Are necessary permits and licenses available within about
a week? (5) In Alberta, taxes are NOT a burden. (6) Are taxes and
other government regulations applied to small and growing firms in
a predictable and consistent way? Finally, (7) in Alberta, coping with
government bureaucracy, regulation and licensing regulations is not
difficult for small and growing firms. Responses on the same scale as
above are shown in the right half of Figure 5.2 using the terms in italics
above in labels. Standard error of means is ~0.2.

Figure 5.2 Government policies (right) and programs (left)
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Again several results are near neutral with positive modes. These
reflect modest improvement over 2013, but government business
interaction (e.g. procurement) seem not to favour small and growing
firms and centralization of services access to a single agency remains a
significant expert concern. Dealing with government is still found fairly
difficult. The absence of modes for two issues in the figure reflects cases
where there was no clear mode.
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5.3 Government programs
The left side of Figure 5.2 shows the expert responses to six statements

about government programs for small and growing businesses. The
first (1. - bottom in figure) deals with availability of programs through
contact with a single agency. (2.) Science parks and incubators
provide effective support. (3.) Are there enough programs (number)?
(4.) Are employees of government agencies competent and effective
(emp. eff)? (5) Can anyone needing help find what they need (find
help)? Finally, (6) Are programs effective (prog. eff)?

Science parks and incubators are a strong point as is competence

and effectiveness of government employees. However, weakness is
identified on convenience of access (both single agency ‘one stop
service’ and the process of finding help). The result is a fairly low rating
of program effectiveness. These program weaknesses match the policy
weakness in timeliness.

5.4 Education

The fourth framework factor that is important for development

of individual entrepreneurship is appropriate education, so that
when populations respond positively, as Albertans do, about their
capacity to start a business the opinion will be well founded. Issues
will, of course, be different as education proceeds from primary and
secondary to post-secondary of both general and directly business
oriented forms. The first issue raised for the experts (see Fig. 5.3) is
(1), the extent to which primary and secondary education sufficiently
support growth of creativity, self-sufficiency, and personal initiative
(early ind). This is fundamental, especially for productive and
innovative entrepreneurship and may be the relevant goal appropriate
to primary grades. Market economic principles (2 - econ prin) are
also addressed with respect to primary and secondary, perhaps with
the role of secondary emerging more prominently. Education for
entrepreneurship (Enrepren) and firm creation (3) is also an issue
for the secondary system. A role suggested for general college and
university programs (univ coll) is preparation for start-up and growth
of firms (4). Business programs (5) are rated next, and vocational,
professional, and continuing (prof cont) are last (6).



None of the areas reaches a mean score of the neutral 3.0. The two
viewed most favourably are the first and the last: early education

for independence and creativity, and specialized professional and
continuing education. There is a significant split of opinion about

the primary/secondary system over education for creativity and
independence with a mean below 3 and a mode of 4.This probably
reflects a divide over the proper role of primary education.

As was the case last year, this is a call for new emphasis throughout the
education system. The Alberta ratings are marginally below the overall
national Canadian rankings despite significant new efforts in several
Alberta institutions.

Figure 5.3 Education for entrepreneurship
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5.5 Research and development (R&D) transfer

Six propositions are tested with the experts that address the effective
transfer of R&D knowledge to small and growing firms. The coverage
is primarily of formal mechanisms and will not provide a full picture
of informal transfer and knowledge spillover (e.g. a geophysicist using
imaging knowledge to enter the medical imaging sector.) The issues
covered are: (1) efficient transfer (R&D transf) from universities

and public research centres to small and growing firms, (2) do small
and growing firms have the same access (equal acc) to research and
technology as large established firms, (3) can growing firms afford

5 FRAMEWORK
CONDITIONS FOR
ENTREPRENEURSHIP
—EXPERT OPINION

GEM Alberta Report 2014



5 FRAMEWORK
CONDITIONS FOR
ENTREPRENEURSHIP
—EXPERT OPINION

(afford) the latest technology, (4) are government subsidies (gov’t

subs) to new and growing firms adequate to acquire new technology,
(5) can the Alberta science and technology base support the creation of
new world class technology ventures (world class) in at least one are,
and (6), is good support available to engineers and scientists to have
their ideas commercialized (comm) through new and growing firms?

—— ~Mean

J —=Mode

2_4=—

R&D trans equal acc afford gov't subs world cl comm
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The expert opinion is quite similar to last year and largely negative.
This pattern is also similar to the views of the national expert panel
on the Canada wide situation. The most positive opinions were about
opportunities for research commercialization and the capacity to
support development of a world class technology firm. This last is
probably influenced by experience with the growth of firms such as
CMG and Smart Technologies. R&D transfer may be misestimated
because of the role of informal pathways.

5.6 Commerecial infrastructure

Commerecial infrastructure includes suppliers, subcontractors,
consultants, professional services (accounting, law) and banking for
small and growing firms. The issues for expert opinion are: (1) enough
subcontractors, etc. (subcontract), (2) affordability of subcontractors,
etc. (afford), (3) ease of obtaining subcontractors, etc. (ease), (4)

ease of obtaining good professional services (prof serv), (5) ease of
acquiring good banking services (bank).



Figure 5.5 Commercial infrastructure
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5.7 Internal market openness

The issues include the volatility of markets, ease and cost of market

entry, blockage by established firms, and effectiveness of ant-trust

legislation. Issues are: (1) extent of consumer market (cons mkt)
change from year to year, (2) extent of business to business (B2B)
market change from year to year, (3) ease of new firm entry (ease
entry) (4) affordability (afford) of new firm entry, (5) lack of unfair
blocking (block) by established firms, and (6) effectiveness and
enforcement of anti-trust (anti-trust) legislation.

Figure 5.6 Internal market openness
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The results suggest only moderate market volatility, difficult

affordability of entry, limited barriers from established firms, and
modest effectiveness of anti-trust legislation. Overall, opinions are
similar to last year. The national survey was somewhat more positive
on ease of entry. There is an interesting disagreement with data from
the EY G20 Entrepreneurship Barometer? that finds Canadian cost of
entry low and reports a recent sharp decline.

5.8 Physical infrastructure

Physical infrastructure is the most favourably viewed category. Means
are at least 4 for all issues and modes are 5 for all but one. This is
consistent with the national survey and the survey of Alberta last
year. Issues are: (1) physical infrastructure provides good support for
new and growing firms, (2) communication is not too expensive, (3)
communication can be accessed in about a week, (4) firms can afford
basic utilities, and (5) firms can access utilities in about a month.

Table 5.1 Physical infrastructure support

Good afford communication afford utilities
infrastructure communication in a week utilities in a month
support
Mean 4 4 4.1 4 4.1
Mode 4 5) 5) 5 5)

Note that for firms with customers beyond their local region there are
further infrastructure needs that are not addressed in the survey, for
example for transportation infrastructure.

5.9 Culture and social norms

This is a second area where the expert panel rates Alberta highly.
Consistently with the general population positive attitudes toward
entrepreneurship found in the AP survey, the experts find a culture of
entrepreneurship. Aspects are: (1) Alberta culture is highly supportive
of success achieved through personal effort, (2) the culture emphasizes
self-sufficiency and personal initiative, (3) the culture encourages risk-
taking, (4) the culture encourages creativity and innovativeness, (5) the
culture emphasizes individual responsibility over the collective.



Table 5.2 Culture and social norms

personal self risk taking creative individual
effort sufficiency innovative responsibility
Mean 4.0 4.2 41 3.8 41
Mode 4.0 5.0 4.0 4.0 4.0

The Alberta ratings are somewhat more strongly oriented to valuing the
individual effort and self-sufficiency than those in the national survey.

5.10 Mean of expert ratings for each of the areas of
framework conditions

Beyond the expert appraisal of the detailed framework condition issues
the entrepreneurs face; it is useful to take an overview of the areas

and their relative ratings. Figure 5.6 shows the overall evaluation of
framework conditions for entrepreneurship as seen by the panel on

Alberta compared to the views of national panel.

Figure 5.7 Overall evaluation of framework conditions
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As was the case last year, physical infrastructure is highest ranked. It
is followed by culture and social norms, finance (higher than last year)
is third, and commercial infrastructure is next. These four are the ones
rated above the neutral score of 3.0. Commercial infrastructure is
pulled down by affordability of services. At the low end, R&D transfer
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is rated poorly on most measures except the capacity of the Alberta

engineering and science structure to support a world class technology
growing from start-up, although science parks and incubators rate
relatively well. Government policy needs attention, and it is likely
that the other weakness in knowledge flows among private sector
actors is also dependent on government policy. The results are a clear
call for new emphasis on entrepreneurship education, with a focus

on creativity, innovation, and entrepreneurial thinking well beyond
business schools.

5.11 Open ended responses: constraints, fostering
factors, recommendations.

The last task for the expert panel was to offer open ended responses
in three categories: constraining factors limiting entrepreneurship,
fostering factors promoting entrepreneurship, and finally
recommendations. In each category, three responses were requested,
given in priority order. The responses were rich and varied. They
played a significant role in the formulating the recommendations
made in this report. To allow summarizing the thrust, the responses
were coded into fourteen categories. The leading issues identified in
responses are summarized below for each category.

Constraining factors

Seven areas of constraint on entrepreneurship were identified by

a number of the experts. Inclusion of government policy is quite
consistent with the treatment of government policy issues above, but
it stands out here as the way to characterize constraint in contrast

to government programs. Inclusion of capacity for entrepreneurship
again reminds us that the confidence in knowledge and skills for
starting a business among respondents in the APS. Constraints related
to cultural and social norms reflect particular issues in an area rated
quite favourably in Alberta.



Table 5.3 Leading areas of constraint

1st constraint 2nd constraint 3rd constraint Total

Financial support 5, )
Government programs 4 S 7
Capacity for 4 6 10
entrepreneurship

Government policy (&) 5 10
Economic climate 4 4
R&D transfer 4 4
Cultural and ) 5 8
social norms

Fostering factors

There is strong convergence seen in Table 5.4 that the key fostering
factor is the strong culture of entrepreneurship in Alberta.

Table 5.4 Factors fostering entrepreneurship

1st fostering  2nd fostering  3rd fostering Total

factor factor factor
Cultural and 14 7 4 25
social norms
Government programs 6 6
Government policies 4 4
Political, institutional, 7 7
social context

Recommendations

The experts show clearly that they believe the government can make
policy changes that will significantly improve the entrepreneurship
and innovation climate in Alberta. These are specific and vary over a
number of opportunities, but government policy is clearly the central
issue. There is also broad interest in improving the financing of
entrepreneurship with several different suggestions, and ideas about
further strengthening the already strong entrepreneurial culture.
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Table 5.5 Leading recommendations

Government policies
Education/training
Cultural social norms

Finance

1st
recommend

14
7
4

2nd 3rd
recommend recommend
7 6
6
4
8 ©

Total




The Alberta entrepreneur. In 2014 an entrepreneurial project was
likely to focus on business oriented services or manufacturing than in
other jurisdictions. Although a significant minority of start-ups will be
in consumer oriented services, it is more likely that a new products or
new markets will be involved in an Alberta venture.

The Alberta entrepreneurship culture. The vital signs are all
positive and competitive with any jurisdiction among the ‘innovation
driven’ (developed) economies. The general population has positive
attitudes toward entrepreneurship and a good deal of confidence

in their ability to engage. (Expert opinion is uncertain about such
capacity.) It is unlikely that any significant increase in the level of
interest and activity above the current 18% TEA rate is desirable.
Rather attention needs to be directed to improving the quality of

the initiatives and the effectiveness of the support framework. A
cautionary observation is that, as it was in 2013, it is the nascent
entrepreneurship rate that is driving the high TEA, not the new
business level. Are there significant barriers to the transition from the
first few months that can be lowered, or are a number of the nascent
project weakly conceived?

Women’s entrepreneurship. The rate of participation by women is
still is at only about two-thirds of the male rate. Mentoring programs,
illustrated by the Alberta Women Entrepreneurs and the regional
economic development agencies, need support for their activities

and the capacity to substantially assist scalable initiatives by women
entrepreneurs.

Goals. In the introduction, public goals were identified as:
« Economic growth,
» Job creation,
» Sustainability,

» Quality of life.

6. IMPLICATIONS AND
CONCLUSIONS
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It is clear that not all entrepreneurship*® serves these goals to the same

extent. Baumol’ points out that the goals are served to the degree that
the venture does more than reorganize the flows of value, rather it
adds new value (productive entrepreneurship), that is it is innovative.
Shane’s prize winning work shows that some entrepreneurship may
even be negative for growth and jobs by simply dividing markets

and reducing viability of incumbents. One reasonable indicator of
productive character is for a business to serve clients beyond its own
immediate community*.. This has led to analysis of potential for
innovation and growth by exploring job intentions, new product goals,
new market efforts, export share, and exploitation of technology. The
literature on the innovation role of knowledge intensive business
services, KIBS" suggests the promise of the major role in Alberta for
business oriented services. In this context, the expert survey indicates
Alberta policy is fairly well oriented to innovation and rapid growth,
but established firms are not sufficiently open to the outputs of these
entrepreneurial firms.

Education and training. Despite the confidence in skills and
knowledge for start-up expressed in the population survey, expert
opinion is that lack of skills and knowledge is a problem and that

the educational system does not contribute much until the level

of professional development and continuing education courses

aimed at potential and active entrepreneurs. In the light of the

overall goals of innovation and growth and sustainability, education
for entrepreneurship must be seen as education for innovative
entrepreneurship and entrepreneurial attitudes applicable in all
settings. This has benefits beyond start-up activity. Such education
supports entrepreneurial and innovative activity in firms and for

social entrepreneurship. A good model educational initiative is the
Shad valley program, which offers summer enrichment for secondary
students combining science, engineering and entrepreneurial activities.
At the post-secondary level, entrepreneurial thinking should not be
limited to business programs but offered broadly across the institution.



Government policies and programs. Expert opinion values 6. IMPLICATIONS AND
government policies and programs, both provincial and federal, CONCLUSIONS
as important supports to entrepreneurship and consequently has

numerous recommendations for improvement. One major opportunity

pointed out by the experts as a gap is illustrated by the US Defense

Department. It has been a major stimulus to innovation and firm

growth through procurement. The tool of government procurement

plays a much smaller role here. For example, one large government

jurisdiction is the health care system, which does not have a good

record of drawing on innovative young firms2°. The experts also call

for more ‘one stop shopping’ for young and growing firms, a reduction

in time delays for obtaining necessary authorizations, and do support

efforts by government to reduce ‘red tape’. The final point is that

programs need to have a clear focus for young and growing firms with

criteria that clearly prioritize those with growth potential.

Finally, governments have been shown to play a basic role in
transformative innovation®. In all cases governments accepted up front
risks.

GEM Alberta Report 2014
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THECIS (The Centre for Innovation Studies) is a not for profit
organization devoted to study and promotion of innovation. Based
in Calgary, Alberta, and Incorporated in 2001, it operates through a
network of 35-40 THECIS Fellows.

THECIS has three core functions — research, networking and
education.

+ Research. Creating new knowledge and building insights into
how the innovation systems functions and policies that can
improve it.

« Networking. Providing opportunities for exchange of ideas
through breakfast meetings, workshops and conferences.

+ Education. Dissemination of information through Newsletters,
events and other informal education activities, particularly for
graduate students.

For more information about THECIS go to www.thecis.ca

The Centre for Innovation Studies (THECIS)

#125, Alastair Ross Technology Centre
3553 31 Street NW
Calgary, Alberta, Canada T2L 2K7

More information

For more information on the GEM Canada 2014 report, please contact
Peter Josty, p.josty@thecis.ca

For more information on the GEM global reports and on GEM,
please contact the GEM Executive Director, Mike Herrington, at
MHerrington@gemconsortium.org

The 2014 GEM Canada report is available at www.gemcanada.org

The 2014 GEM Global report is available at
www.gemeconsortium.org

Although GEM data were used in the preparation of this report, their
interpretation and use are the sole responsibility of the authors and the
GEM Canada team.

In addition to the 2014 GEM Canada report, there will be provincial
reports published for Alberta, Ontario, Quebec and Nova Scotia. These
will be available at www.gemcanada.org in due course.
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