

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Bankruptcy Law and Entrepreneurship

	
    
        
            
            







    
    










    
    
    
    











			
                    ECGI - Law Working Paper No. 105/2008
 
                    American Law and Economics Review, Forthcoming
 
                    University of Cambridge Centre for Business Research Working Paper No. 300
 
        

    
	

	
	
		
		
			41 Pages
		
		

		Posted: 27 Jul 2005
		
			Last revised: 10 Sep 2008
		
		
	

	
		
			
			




	See all articles by John ArmourJohn Armour
University of Oxford - Faculty of Law; European Corporate Governance Institute (ECGI)
Douglas J. Cumming
Florida Atlantic University; Birmingham Business School; European Corporate Governance Institute (ECGI)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Bankruptcy Law and Entrepreneurship

								
							
							
							
								ECGI - Law Working Paper No. 105/2008, American Law and Economics Review, Forthcoming, University of Cambridge Centre for Business Research Working Paper No. 300
							

							
							
								
									Number of pages: 41
								
								
									Posted: 27 Jul 2005
								
								
									Last Revised: 10 Sep 2008
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							1,920
							
						

					

					
					

					
						
							
						

						
							
								
									Bankruptcy Law and Entrepreneurship
									

								
							
							
							
								American Law and Economics Review, Vol. 10, Issue 2, pp. 303-350, 2008
							

							
							
								
									Number of pages: 46
								
								
									Posted: 31 Dec 2008
								
								
									Last Revised: 31 Oct 2012
								
							

							
						

						
							
							Downloads
							  180
							
						

					

					
				

			

		

	

	


	
	
	
	
		
	
	
		
			Date Written: July 18, 2007

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Entrepreneurs, catalysts for innovation in the economy, are increasingly the object of policymakers' attention. Recent initiatives both in the UK and at EU level have sought to promote entrepreneurship by reducing the harshness of the consequences of personal bankruptcy law. Whilst there is an intuitive link between the two, relatively little attention has been paid to the question empirically, particularly in the international context. We investigate the link between bankruptcy and entrepreneurship using data on self employment over 16 years (1990-2005) and 15 countries in Europe and North America. We compile new indices reflecting how `forgiving' personal bankruptcy laws are, reflecting the time to discharge. These measures vary over time and across the countries studied. We show that bankruptcy law has a statistically and economically significant effect on self employment rates when controlling for GDP growth, MSCI stock returns, and a variety of other legal and economic factors. The results have clear implications for policymakers. 
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