

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Start-Ups and Transition

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			39 Pages
		
		

		Posted: 25 Nov 1997
		
		
		
	

	
		
			
			




	See all articles by Daniel BerkowitzDaniel Berkowitz
University of Pittsburgh - Department of Economics
David J. Cooper
Case Western Reserve University - Department of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: November 1997

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		How fast transition should occur and how fast privatization and/or entry should take place in formerly socialist economies has been widely debated by economists. The field evidence on start-ups is mixed, with fragmentary data indicating that the performance of start-ups varies widely across countries. The evidence suggests that two vastly different equilibria are emerging in transition economies: a high development equilibrium and a low development equilibrium. In the high development equilibrium start-ups supply higher quality goods than transforming SOEs, aggregate supplies are ample and start-ups are a growth engine. This contrasts with the low development equilibrium in which start-ups provide lower quality goods and the overall supply of goods is lower.    

In this paper, we develop a dynamic model which explains how features of the transition can push an economy to either the high or low development equilibrium in the long run. We concentrate on the speed with which bureaucratic interference in the economy is eliminated and the speed with which entry by private firms occurs. Our central conclusion is that delayed entry by start-ups can substantially increase the likelihood of the high development outcome, especially when bureaucratic interference is persistent. Our result captures how this interference, while transitory, can have a negative long run impact and underlines the importance of government polices to encourage entrepreneurship, such as subsidies and tax breaks. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: P30, C73

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Berkowitz,  Daniel and Cooper,  David Jacob, Start-Ups and Transition (November 1997).  Available at SSRN: https://ssrn.com/abstract=43242 or http://dx.doi.org/10.2139/ssrn.43242 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Daniel  Berkowitz (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pittsburgh - Department of Economics  ( email )

			

			
			
				
				
				
					4711 WWPH
Pittsburgh, PA  15260
United States
412-648-7072 (Phone)
412-648-3011 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.pitt.edu/~dmberk
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David Jacob Cooper

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Case Western Reserve University - Department of Economics  ( email )

			

			
			
				
				
				
					Weatherhead School of Management 10900 Euclid Avenue
Cleveland, OH  44106
United States
216-368-4294 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      213

			

		
		
		
			Abstract Views

			    1,839

		

		
		 
		
			Rank

			  260,731

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       37 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Institutions & Transition Economics: Macroeconomic Issues eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Institutions & Transition Economics: Macroeconomic Issues eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              558

                                    

                                    
                                        PAPERS

                                            4,821

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                
	
                    Political Economy - Development: Political Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: Political Institutions eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               65

                                    

                                    
                                        PAPERS

                                           11,422

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Institutional Determinants of Labor Reallocation in Transition

                        
                            By
                                
                                
                                    
                                    Katherine Terrell
                                     and 
                                
                                    
                                    Tito Boeri
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Unemployment and the Social Safety Net During Transitions to a Market Economy: Evidence from the Czech and Slovak Republics

                        
                            By
                                
                                
                                    
                                    John C. Ham, 
                                    
                                
                                    
                                    Jan Svejnar, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Gross Worker and Job Flows in a Transition Economy: An Analysis of Estonia


                        
                            By
                                
                                
                                    
                                    John Haltiwanger
                                     and 
                                
                                    
                                    Milan Vodopivec
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Returns to Mobility in the Transition to a Market Economy

                            
                                By
                                    
                                    
                                        
                                        Tito Boeri
                                         and 
                                    
                                        
                                        Christopher J. Flinn
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Gross Job Flows in Russian Industry Before and after Reforms:
Has Destruction Become More Creative?

                            
                                By
                                    
                                    
                                        
                                        J. David Brown
                                         and 
                                    
                                        
                                        John S. Earle
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Gross Job Flows in Russian Industry Before and after Reforms: Has Destruction Become More Creative?

                            
                                By
                                    
                                    
                                        
                                        J. David Brown
                                         and 
                                    
                                        
                                        John S. Earle
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Determinants of Interregional Mobility in Russia: Evidence from Panel Data

                            
                                By
                                    
                                    
                                        
                                        Yuri Andrienko
                                         and 
                                    
                                        
                                        Sergei Guriev
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration and Regional Adjustment to Asymmetric Shocks in Transition Economies

                            
                                By
                                    
                                    
                                        
                                        Jan Fidrmuc
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration and Adjustments to Shocks in Transition Economies

                            
                                By
                                    
                                    
                                        
                                        Jan Fidrmuc
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.095 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
