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Abstract:  
 

There is a consensus between researchers that one of the most important effects of the 

Great Recession in Spain has been rising income inequality. In that sense, researchers 

are concerned about the effects of inequality and, during the last years, a growing body 

of literature has been developed about its consequences over the economy. 

Nevertheless, there is a lack of studies about the effects of inequality over 

Entrepreneurship. Our paper aims to contribute into a deeper knowledge of the 

relationship between inequality and Entrepreneurship. To do that, we will focus on the 

Spanish regions. Using data from GEM, we will study the effect on entrepreneurial 

activity, differentiating between necessity and opportunity driven entrepreneurship.  

The results of our empirical analysis offer new empirical evidence about the effects of 

growing inequality in the entrepreneurial activity, and show important differences if 

compared to the results obtained in the escarce existing literature. Thus, we find that 

inequality has a negative effect on both general and opportunity-based 

entrepreneurship, although no conclusions can be set for necessity entrepreneurship. 

These results are discussed in the light of the effects of a recessionary context in 

entrepreneurial activity, which reduces the financial endowments for a large share of 

population, which can prevent them to engage in entrepreneurial activity. 
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1. Introduction 

 

Income inequality has been rising over the past three decades in a vast majority of 

OECD countries and there is a growing interest between policy makers about its socio-

political consequences. A range of academic research shows that growing inequality 

may have negative effects on society and can result in social resentment, fuelling 

populist and protectionist sentiments, and leading to political instability (Cingano, 

2014). Although some researchers consider that a certain degree of inequality fuel 

economic activity, increasing inequality also has wider economic impacts, dragging 

upon further growth, reducing the access to education and limiting the expansion of 

demand and consumption (Cingano, 2014; Pike et al., 2017). 

In spite of this, researchers have rarely examined how income inequality affects 

organizations and firms. There is an important branch of organizational research 

devoted to topics related to inequality, such as gender inequality, social 

entrepreneurship or social corporate responsibility; but little attention has been paid to 

the consequences of income inequality in firms and, more concretely, Entrepreneurship 

(Bapuji, 2015; Bapuji and Neville, 2015; Lippmann et al., 2005). 

There are reasons to believe that entrepreneurial activity and economic inequality are 

linked. The distribution of financial resources within the population explains the 

economic inequality and, at the same time, may lead to increases in entrepreneurial 

activity; and institutional factors that affect inequality – such as wealth transfer and 

labour market policies –  are also studied as determinants of Entrepreneurship 

(Lippmann et al., 2005). 

Following this idea, some recent works delve into the consequences of rising economic 

inequality for entrepreneurial activity. To do that, they differentiate the effects of 

inequality according to the entrepreneurial intention, that is, necessity- and opportunity-

driven entrepreneurship (Lippmann et al., 2005; Xavier-Oliveira et al., 2015).   

This paper aims to contribute to this nascent literature about economic inequality and 

Entrepreneurship. Specifically, we analyze the effect of rising economic inequality in 

Entrepreneurship focusing on the Spanish regions during the Great Recession. We use 

data from GEM to differentiate between total entrepreneurial activity, necessity-driven 

and opportunity-driven entrepreneurship. 

Our contribution to the field of study is twofold. First, the results of our empirical 

analysis offer new empirical evidence about the effects of growing inequality in the 

entrepreneurial activity, and show important differences if compared to the results 

obtained in the escarce existing literature (Lippmann et al., 2005; Xavier-Oliveira et al., 

2015). And second, by focusing on the Spanish regions we offer a new perspective for 

the international debate about inequality, which has traditionally paid scarce attention to 

its geography (Pike et al., 2017). 

The paper is organized as follows: after this introduction, the next section outlines the 

evolution of income inequality and entrepreneurial activity in the Spanish regions 

during the Great Recession. Section 3 set the relevant theory and the hypothesis derived 

from it. The empirical analysis and its results are presented in chapter 4 and discussed in 

chapter 5. The paper finishes with a brief conclusion.  

 

 



 

 

 

2. Background 

Evolution of income inequality in the Spanish regions during the Great Recession 

Unless the important convergence process developed before the Great Recession, the 

Spanish regions show great disparities in terms of GDP per capita (Jurado and Pérez, 

2014; Gradín, 2016). As it’s shown in Table 1, the uneven distribution of wealth 

between regions remains the same during  

the Great Recession and goes even deeper. 

 

Table 1. GDP per capita in Spanish regions 

Source: Jurado and Pérez (2014). 

 

Two different groups of regions can be identified. On the one side, País Vasco, Madrid, 

Navarra and Catalonia are the wealthier regions at the beginning of the period and at its 

end. Their strong industrial development and specialization in high demand services 

explain their different development, together with a different tax system in the case of 

País Vasco and Navarra. On the other side, the contrary situation correspond to 

Extremadura, Andalucía, Castilla-La Mancha and Canarias, together with Ceuta and 

Melilla, the autonomous cities with very special geographical characteristics (Jurado 

and Pérez, 2014). 

The most common index to measure income inequality, the Gini index1, show that the 

uneven income distribution between the Spanish regions has experienced a notable 

                                                 
1 Jurado and Pérez (2014) calculates the Gini index from micro data from the living conditions 

survey. 



 

 

growth during the recession - Gini index grew 8,64% between 2008 and 2012 . The 

problem is even worse since the increase in inequality has unevenly affected to the 

regions. While the Gini index rises about 20% in regions as Aragón o Cantabria, it was 

about 2% in Extremadura or Castilla-León (Jurado and Pérez, 2014). Then, this 

generalized but uneven increase in inequality has provoked changes in an hypothetical 

Gini ranking. There have been improvements in Extremadura (from 2nd to 9th position) 

and Murcia (from 9th to 16th). On the contrary, other regions that get worse positions 

are Aragón (from 13th to 5th), Asturias (from 17th to 11th) and Cantabria (from 15th to 

10th) (Table 2). 

 

Table 2. Evolution of Gini index in Spanish Regions 

 

Region Gini 2012 Gini 2008 Var 12-08 (%) Ranking 2012 Ranking 2008 

Andalucía 0,3443 0,3157 9,05 3 3 

Aragón 0,3311 0,2704 22,44 5 13 

Asturias 0,3162 0,2646 19,49 11 16 

Baleares 0,3223 0,2912 10,66 8 10 

Canarias 0,3465 0,3119 11,07 2 4 

Cantabria 0,3198 0,2662 20,12 10 15 

Castilla y León 0,3062 0,3009 1,75 14 7 

Castilla La Mancha 0,3630 0,3227 12,48 1 1 

Catalonia 0,3124 0,2964 5,40 13 8 

C.Valenciana 0,3328 0,3030 10,14 4 6 

Extremadura 0,3200 0,3170 0,93 9 2 

Galicia 0,3137 0,2743 14,39 12 12 

Madrid 0,3248 0,3101 4,74 6 5 

Murcia 0,3054 0,2936 4,03 16 9 

Navarra 0,2781 0,2604 6,79 17 17 

País Vasco 0,3062 0,2688 13,91 15 14 

La Rioja 0,3227 0,2768 16,58 7 11 

SPAIN 0,3359 0,3092 8,64   

 

Source: Jurado and Pérez (2014). 

 

Gradín (2016) analyses the reasons that explain the higher inequality in Spain compared 

to other EU countries like Germany, finding that the higher inequality observed in Spain 



 

 

is largely associated with lower employment rates, higher incidence of self-employment 

and (not voluntary) part time employment as well as the recent increase of immigration. 

However, the prevalence of extended families in Spain contributes to reducing 

inequality by diversifying income sources, with retirement pensions playing an 

important role. 

Although much of these characteristics are structural to the Spanish economy - Spain 

was already a country with high levels of unemployment compared to other EU 

countries right before the recession - the outbreak of the Great Recession aggravated 

inequality as the precarious situation of the labour market and an ineffective 

redistribution of the tax-benefit system were dramatically deteriorated. In summary, the 

fall in employment can be identified as the main factor for the rise in inequality since 

2008 (Gradín, 2016).  

 

Evolution of the entrepreneurial activity in the Spanish regions during the Great 

Recession 

GEM Spain analyses the evolution of Entrepreneurship in Spain during the recent years 

and shows that the Great Recession affected entrepreneurial activity in Spain, by 

reducing the entrepreneurial activity. As it can be seen in Figure 1, total entrepreneurial 

activity (TEA) – that is, the percentage of population from 18 to 64 years old involved 

in business – fell from 7.6% in 2007 to 4.3 in 2010, being about 5% since 2011. 

 

Figure 1. TEA in Spain 

 

 
Source: Own elaboration from GEM data (GEM, 2017). 

 

 

On analysing the profile of those involved in initial phase entrepreneurial activity, it is 

important to note that the 70.2% of TEA in Spain in 2016 related to opportunity driven 

initiatives, while 26% correspond to necessity driven initiatives resulting from a lack of 

opportunities in the labor market. Before the Great Recession, the percentage of 

opportunity entrepreneurship was above 80% but necessity motivation drastically 

increased during the crisis (Figure 2). 
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Figure 2. Entrepreneurial motivation. 

 
 

Source: GEM (2017). 

 

 

3. Theory and hypothesis 

 

The relationship between the socio-economic context and the entrepreneurial activity 

rate has received considerable attention in the literature. There is a body of literature on 

a range of environmental factors in relation to entrepreneurial development, for 

example, economic development, measured as per capita GDP (see Liñán et al. 2013 for 

a detailed revision). However, due to the complexity of this relationship, there is 

evidence of both positive and negative effects on Entrepreneurship.  

After the Great Recession, recent studies analyze the effect of the recessionary context 

on entrepreneurial intention, finding empirical evidence that such an economic crisis 

impact negatively on the potential entrepreneur’s valuation of environmental conditions, 

subsequently shaping his/her intention to create a new venture (Nabi and Liñán, 2013; 

Arriguetti et al., 2016).  

The aftermath of the Great Recession is characterized by a rising inequality between 

and within regions and countries and it is considered to have an effect on their 

entrepreneurial level. According to Lippmann et al. (2005), if certain types of 

entrepreneurial activity require financial resources, then the unequal distribution of 

them could limit it; and, alternatively, if inequality limits inviduals’ opportunities to 

participate in the formal labour market, they pursue self-employment as a last resort. 

Nevertheless, the relationship between economic inequality and entrepreneurship is 

complex. On the one side, inequality has been considered as a contextual barrier for 

economic activity and, as a consequence, for firm creation, as it contributes to relatively 

lower levels of trust, skills, social mobility and other social problems  (Xavier-Oliveira 

et al., 2015). The consolidation of inequality may led to lack of opportunities and in this 

context the foundation of new businesses contributes to the reproduction of social and 

economic inequalities. Furthermore, it may narrow the range of startup types in a 

society, this limiting organizational and industrial diversity (Lippmann et al., 2005). 



 

 

On the other side, entrepreneurship has traditionally been considered as a potential path 

to move up in the socioeconomic ladder. Following Lippmann et al. (2005), the origins 

of this idea can be traced in the spread of the industrial revolution to other western 

capitalist societies in the 19th century, which allowed immigrants and children of the 

working class to become prosperous business owners. Nevertheless, recent studies from 

advanced economies show that social mobility may decrease as inequality increases, 

which is known as the “Great Gatsby Curve” (Corak, 2013).  It can be due to the strong 

incentives of richer individuals to preserve inequalities by regressive taxation, limits to 

education or augmented entry barriers for new firms (Xavier-Oliveira et al., 2015). 

Researchers agree that economic inequality may led to an uneven distribution of 

financial resources, influencing an individual’s likelihood of becoming a nascent 

entrepreneur. Nevertheless, its influence can be different depending upon the 

entrepreneur’s motivation; then they distinguish between two broad types of 

entrepreneurial activities: opportunity entrepreneurship and necessity entrepreneurship. 

While necessity entrepreneurs are mostly driven by push factors, such as primary needs, 

hunger or unemployment, opportunity entrepreneurs are driven by intrinsic motivation, 

such as need for achievement or opportunity recognition (Reynolds et al, 2002; 

Lippmann et al., 2005; Xavier-Oliveira et al., 2015). If compared to necessity 

entrepreneurs, opportunity entrepreneurs usually prepare their entry into self-

employment better and create their business in their field of expertise. Then, they 

present longer survival rates and have a differential impact on economic growth and job 

creation (Liñán et al., 2013; Van der Zwan et al., 2016). 

Hypothesis 

Our goal is to contribute to the literature about the complex relationship between 

economic inequality and entrepreneurship. To do that, we set three hypothesis that 

explain how a context of rising economic inequality can influence on total 

entrepreneurship, necessity entrepreneurship and opportunity entrepreneurship.  

In general, it can be argued that entrepreneurship is likely to be spurred by higher levels 

of inequality (Reynolds et al., 2002). According to Lippmann et al. (2005), countries 

with higher levels of wealth inequality tend to have higher rates of entrepreneurship.  

 

H1: The higher the level of income inequality in a region, the higher its level of total 

entrepreneurial activity. 

 

Necessity entrepreneurship also seem to be positively related to inequality. Lippmann et 

al. (2005) shows that countries with higher levels of inequality have larger poor and low 

income populations. For such groups, which also typically have low levels of education 

and few connections to sources of power and influence, necessity entrepreneurship 

might be the most readily available option for earning a living. In a context of rising 

inequality, the share of population with relatively lower financial capital endowments 

increases, and more individuals are willing to fulfill push motivations from 

entrepreneurship. The urgency of getting a source of income increases along the level of 

inequality, particularly for individuals in the lower socioeconomic strata (Xavier-

Oliveira et al., 2015). 

Furthermore, Xavier-Oliveira et al. (2015) point out that more inequality may decrease 

the percentage of people endowed with relatively higher endowments of financial 

capital, since it becomes concentrated in the hands of fewer individuals. Thus, the 

richest percentage of the population may become richer as inequality increases and 



 

 

individuals with abundant financial capital endowments can perceive themselves worse 

off if compared to them. This could drive them towards entrepreneurship in order to add 

to their income and reclaim a better position in society. Xavier-Oliveira et al. (2015) 

consider that this kind of entrepreneurship is likely to stem from push rather than pull 

factors. 

 

H2: The higher the level of income inequality in a region, the higher its level of 

necessity entrepreneurship. 

 

The relationship between inequality and opportunity entrepreneurship does not seem to 

be so clear in the literature. Reynolds et al. (2002) show that opportunity 

entrepreneurship has a curvilinear relationship with inequality. Then, opportunity 

entrepreneurship is highest at an intermediate level of income inequality. There are two 

possible explanations for this relationship. 

On the one side, as inequality increases, some segments of population have surplus 

capital to invest in new ventures and therefore increase opportunity entrepreneurship. 

Rising inequality indicates that elites have begun to accumulate a disproportionate share 

of resources that they can use to initiate economic development (Lippmann et al., 2005; 

Xavier-Oliveira et al., 2015). 

Nevertheless, on the other side, higher levels of inequality may drastically reduce the 

financial endowments for a large share of population. Then, they would not be willing 

to pursue opportunity entrepreneurship, given that resources endowment seem to be 

more important in this type of entrepreneurship (Stephan et al., 2015; Xavier-Oliveira et 

al., 2015). If a large number of population suffer this financial constraints, the negative 

influence of inequality over opportunity entrepreneurship may be higher. 

 

H3: The higher the level of income inequality in a region, the lower its level of 

opportunity entrepreneurship. 

 

4. Empirical analysis 

Data and methods 

To test the above hypothesis we conduct a multiple linear regression. The dataset 

combines measures of region-level entrepreneurial activity collected from GEM Spain2, 

with measures of institutions – region-level income inequality (OECD, Regional 

Statistics) and GDP per capita and labour market indicators (Eurostat). Our dataset 

covers the period 2007-2011 and all data are available for all the Spanish regions 

together with the autonomous cities of Ceuta and Melilla. 

We develop three regression models to test each hypothesis. While predictor variables 

remains the same, the dependent variable is different in each model. All independent 

variables are standardized. Multicollinearity was controlled for and no problems were 

found in this respect. Correlations between the variables used in the analysis are 

reported in Table 3 together with descriptive analysis. 

 

 

 

 

                                                 
2 Data available at GEM Spain website: http://www.gem-spain.com/. 



 

 

 

Table 3. Descriptive statistics and correlations between the variables 

 

 Min Max Mean SD 1 2 3 4 5 6 7 8 

1.TEA 0 9,0 5,436 2,010 1,00        

2.TEA op 0 7,23 4,207 1,670 0,955 1,00       

3.TEA nec 0 2,41 0,969 0,459 0,429 0,260 1,00      

4.Income 

inequality 
-1,82 8,30 0,0 1,0 -0,338 -0,329 -0,239 1,00     

5.GDPpc -1,59  0,0 1,0 0,156 0,225 -0,133 -0,317 1,00    

6.Employment -2,33 3,42 0,0 1,0 0,365 0,377 0,052 0,043 0,023 1,00   

7.Part-time 

employment 
-1,98 6,06 0,0 1,0 -0,254 -0,262 -0,114 0,170 -0,072 0,170 1,00  

8.Unemploym

ent 
-1,45 2,36 0,0 1,0 -0,94 -0,074 -0,227 -0,679 0,059 -0,679 -0,117 1,00 

 
N=95. Independent variables are standardized. 

 

Dependent variables 

Model 1: The dependent variable in this model is total early-stage entrepreneurial 

activity (TEA), that is, the percentage of population between 18 and 64 years who are in 

the process of starting a business (a nascent entrepreneur) or owner-manager of a new 

business which is less than 42 months old (GEM, 2017). 

Model 2: The dependent variable in this model is opportunity-driven entrepreneurship, 

measured as opportunity-driven TEA (TEA op), that is, the percentage of population 

who are involved in early-stage business (either a nascent entrepreneur or an owner-

manager of a new business) motivated by the recognition of an entrepreneurial 

opportunity (GEM, 2017). 

Model 3: The dependent variable in this model is necessity-driven entrepreneurship, 

measured as necessity-driven TEA (TEA nec), that is, the percentage of population who 

are involved in early-stage business (either a nascent entrepreneur or an owner-manager 

of a new business) motivated by necessity (GEM, 2017). 

Predictor variables 

We investigate the main effects of income inequality on entrepreneurial activity (TEA, 

TEA op and TEA nec). Hence, we adopted a proxy often used in the literature, namely 

Gini index. The Gini index is a measure commonly used in longitudinal studies to 

assess the extent to which the distribution of income among individuals or households 

within an economy deviates from a perfectly equal distribution. Specifically, the 

quantification procedure requires the plot of a Lorenz curve capturing the cumulative 



 

 

percentages of total income received against the cumulative number of recipients, 

starting with the poorest individual or household. Then, the Gini index is computed by 

measuring the area between the Lorenz curve and a hypothetical line of absolute 

equality, expressed as a percentage of the maximum area under the line. In this context, 

a Gini index of 0 indicates perfect equality whereas an index of 100 implies perfect 

inequality (Xavier-Oliveira et al., 2015). 

Other variables in the models are region-level controls obtained from the Eurostat 

dataset. The GEM research suggests that a country’s level of economic development 

may impact the nature and distribution of entrepreneurial activity (GEM, 2017). Hence, 

we controlled for each region’s GDP per capita (constant euros). We also include some 

measures of the labour market, namely variations in the number of employed, 

unemployed and part-time employment population. Unemployment and part-time 

employment traditionally relates to necessity entrepreneurship (Van der Zwan et al., 

2016). 

Results and implications 

Table 4 presents the results of the regression analysis. First of all, we note that our 

results do not corroborate the view of others (Lippmann et al., 2005: Xavier-Oliveira et 

al., 2015) since, as shown by standardized coefficients in Models 1 and 2, inequality has 

a negative and statistically significant (p<0.001) effect on both general and opportunity-

based entrepreneurship, though its effect is slightly stronger on the former than the later 

form of entrepreneurial activity. Then, we find empirical support for H3 while results 

contradict H1. About Model 3 (necessity entrepreneurship), its explanatory capacity is 

too low (R2= 0.186), so there is no empirical evidence to confirm/regret H2. 

 

Table 4. Results of linear regressions models 

 

Model 1. Total entrepreneurial activity  

Income inequality (Gini Index) H1 -0,362***(0,174) 

GDPpc -0,014 (0,175) 

Employment 0,635***(0,227) 

Part-time employment -0,327***(0,167) 

Unemployment 0,293**(0,225) 

R2 0,407 

Adjusted R2 0,374 

Model 2. Opportunity entrepreneurship (H3)  

Income inequality (Gini Index) H3 -0,330***(0,140) 

GDPpc 0,061 (0,141) 

Employment 0,673***(0,184) 

Part-time employment -0,331***(0,135) 



 

 

Unemployment 0,334**(0,182) 

R2 0,438 

Adjusted R2 0,406 

Model 3. Necessity entrepreneurship (H2)  

Income inequality (Gini Index) H2 -0,309**(0,047) 

GDPpc -0,220*(0,047) 

Employment -0,123 (0,061) 

Part-time employment -0,144 (0,045) 

Unemployment -0,320*(0,060) 

R2 0,186 

Adjusted R2 0,140 

N=95. Standardized coefficients reported: *p<0,05;**p<0,01; ***p<0,001. SE in brackets. 

 

Other important results come from the relationship between entrepreneurial activity and 

labour market characteristics. The variations in the number of employed people 

significantly explains both entrepreneurial activity and opportunity entrepreneurship 

and the relationship is positive. On the contrary, increases in part-time employment 

negatively affect TEA and opportunity-driven entrepreneurship. Finally, unemployment 

affects entrepreneurship and opportunity entrepreneurship positively although the 

significance level is lower. 

 

5. Discusion 

The results indicate that income inequality, measured as Gini index, is significant and 

important in the formation of both total and opportunity-driven entrepreneurial activity. 

However, the relationship between both variables is negative, in contrast to theoretical 

and empirical evidence found in the literature (Lippmann et al., 2005: Xavier-Oliveira 

et al., 2015). 

To explain this result, it is important to point out that the period analyzed in this paper 

covers the impact of the Great Recession in Spain, when Spanish regions’ economy was 

affected by rising rates of unemployment and growing poverty rates. As it was set in the 

literature review, recessionary context might be considered as a barrier for 

Entrepreneurship. There is agreement among researchers that economic context is 

directly linked to entrepreneurial intentions (Liñán and Nabi, 2013) although there is no 

agreement about its effect (see Liñán and Nabi, 2013 for a literature review on this 

topic).  While part of the literature consider recession as a fertile ground for new 

opportunities - a positive pull effect - other researchers point out that economic 

recession can be unfavorable to becoming an entrepreneur because of a range of barriers 

compared to times of economic prosperity. Lower customer demand, lower expected 

return and less availability of finance are some examples of these barriers (Fairlie, 2015; 

Arrigueti et al., 2016) Moreover, economic crisis impact negatively on the potential 



 

 

entrepreneur’s valuation of environmental conditions, subsequently shaping his/her 

intention to create a new venture (Liñán and Nabi, 2013; Arrigueti et al., 2016). 

Great Recession could also have a negative effect on business start since it made 

difficult to access finance from banks, venture capital and angel investments (Fairlie, 

2013). This scarcity of financial resources for entrepreneurship was especially important 

during the Great Recession in Spain, when the property bubble burst generated 

important problems for saving banks, which led to a severe credit crunch. For example, 

to measure the level of credit, the Bank of Spain uses a complex indicator called “credit 

gap”, which measures the evolution of financing to GDP with the historical average of 

this relationship. The “gap” was -57.7 percentage points in September 2015 (meaning 

that credit to GDP is that far below its average). This was the lowest level since 1970. 

In this context, higher levels of inequality may drastically reduce the financial 

endowments for a large share of population. Even a share of the population faced 

important problems to make ends meet, needing assistance from family (Gradín, 2016). 

In a credit crunch situation, home equitiy and other forms of personal wealth can be 

even more important since they can be invested directly in business creation (Fairlie, 

2013). Thus, potential entrepreneurs would not be willing to pursue entrepreneurial 

opportunities, given that a minimum financial endowment is necessary for starting a 

business, especially in opportunity driven entrepreneurship, and they are not able to 

invest own resources and cannot access bank credit. Moreover, some possible 

entrepreneurs can be pushed to be part of informal economy, especially necessity-driven 

entrepreneurs, given their incapacity to face minimum financial requirements to begin a 

business.  

Then, the most important contribution of this work relates to the importance of the 

economic context in the relationship between economic inequality and 

entrepreneurship. The results indicate that, in contrast to the literature, rising inequality 

can negatively affect entrepreneurship in a context of severe economic recession as 

occurred to the Spanish regions in the studied period.  

Moreover, although it is not a goal of this paper, our results also show how labor market 

indicators impact on both total and opportunity-driven entrepreneurial activity. Our 

results confirm the theoretica background, where unemployment is traditionally 

considered as a push factor for entrepreneurship – it lows the opportunity costs of self-

employment, thereby driving individuals to start their own business. Thus, 

entrepreneurship is frequently chosen as a solution for individuals’ unemployment and 

uncertainty in the labor market (Evans and Leighton, 1990; Parker, 2009; Rocha et al., 

2015; Van der Zwan et al., 2016).  

Employment is also positively related to entrepreneurial activity; it can be explained 

because employment increases finance access and human capital, which are positively 

related to both general and opportunity-driven entrepreneurial activity (Xavier-Oliveira 

et al., 2015). Nevertheless, our results show that part-time employment negatively 

affects entrepreneurial activity. While voluntary part-time employment can be 

associated to higher rates of self-employment, involuntary one– which rose during the 

Great Recession in Spain (Gradín, 2016)– can result on the contrary effect. Thus, part-

time employment does not increase financial endowments availability for creating a 

business while can mitigate the “escape for unemployment” effect. Then, there can be a 

substitute effect between part-time employment and entrepreneurial activity.   

 

 



 

 

 

6. Conclusions 

The article addresses an under-researched are of Entrepreneurship research, namely, the 

relationship between income inequality and entrepreneurial intention. Our contribution 

to the field of study is twofold. First, the results of our empirical analysis offer new 

empirical evidence about the effects of growing inequality in the entrepreneurial 

activity, and show important differences if compared to the results obtained in the 

escarce existing literature. Thus, we find that inequality has a negative effect on both 

general and opportunity-based entrepreneurship, although no conclusions can be set for 

necessity entrepreneurship. These results are explained because of the context of severe 

economic recession and credit crunch, where rising inequality may drastically reduce 

the financial endowments for a large share of population, preventing them to engage in 

entrepreneurial activity and even forcing them into informal economy. 

Our second contribution is offering a new perspective for the international debate about 

inequality, by focusing on the Spanish regions since it has traditionally paid scarce 

attention to geography (Pike et al., 2017) and even lesser has been paid to the 

relationship with Entrepreneurship. 

Finally, this paper suffers from a number of limitations. The most important is that the 

results are very context-dependent since the sample is limited to the Spanish regions and 

the period 2007-2011. The influence of the Great Recession in Spain during these years 

led to a very especial economic situation, with a rapid deterioration of labour market 

conditions and socio-economic context in general. Then, further empirical research 

about the relationship between income inequality and entrepreneurship should be 

conducted in order to fully understand this complex relationship, especially given the 

scarcity of empirical studies in the literature. We hope that this paper has made a little 

contribution to this aim. 
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