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Introduction
A number of researchers have attested that entrepreneurial capital is regarded as an important
metric of economic growth (Wennekers and Thurik, 1999; Audretsch and Keilbach, 2004;
Wong et al., 2005; Audretsch et al., 2006; and Acs and Szerb, 2007). Further, some empirical
studies have shown a positive relationship between entrepreneurship and economic
development. Wennekers et al. (2005) concluded that there is a U-shaped relation between
entrepreneurship and average disposable income, implying different policies may be required
for counties in different stages of economic development. On the basis of the data collected
from its 23 member countries, the Global Entrepreneurship Monitor (GEM) has also

Evidences from several sources including the Global Entrepreneurship Monitor
(GEM) suggest that entrepreneurial intent is high amongst young Chinese
graduates, but support mechanisms are either lacking or misunderstood by those
entrepreneurs aiming to start their own business. The aim of this work was to
suggest recommendations to narrow this gap. To this end, a comparison was
undertaken to examine what government measures exist and are effective in a
well-developed, highly ranked entrepreneurial economy such as in the UK as
compared to that of China and what could be recommended to boost
entrepreneurial culture and output, boosting economic activity. A number of
areas have been considered for comparison including financial support such as
loans and grants as well as ‘red tape’ and incentives which may directly or
indirectly affect the ease of starting a business (such as tax breaks for example
that might make it easier for private investors to invest). It is found that there are
a considerable number of valuable programs available to those in China wanting
to start a business including funding, tax breaks, infrastructure and other helpful
policies, but often the rules and regulations are a complex and time-consuming
barrier and this is the main area to be addressed.
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established a positive relationship between entrepreneurial activity and a high employment
rate, which is a demonstrator of economic development status. Acs and Szerb (2007) also
believed that entrepreneurship and economic development have a positive relevance, that is,
the curve is S-shaped. Nabi et al. (2010) further suggested that graduate entrepreneurs are
regarded as a significant measure of a nation’s competitiveness and the engine for economic
growth and development. Kirby and Mullen (1990) put Schumepter’s 1954 theory into
historical background and pointed out that unpredictable and uncertain societal changes
mean that empowering people to manage change is crucial in improving living standards and
transforming routines. Enterprising graduates are such type of initiatives, who demonstrate
characteristics like adaptability, innovativeness and flexibility. Many believe that it is the
government’s responsibility to create more enterprising graduates who can progress the
economic development.

However, some researchers hold different opinions toward the complicated relationship
between start-up activities and regulatory policy. Many policy analysts such as Bartik (1991)
thought governments are not clear about such relationships. Indeed, it has been suggested that
the boosts for entrepreneurship activity often come as indirect results of entrepreneurship
policy, rather than direct results (Lowrey, 2003).

In the US, approximately 20% of graduates start a business, the UK figure is 5% and in
China it is 1% (Li, 2014). Whilst venture capital networks are well established in the UK and
routes are well known (Shamenov and Phillips 2013; and Bin Jia and Phillips, 2014), we aim
to compare the current support for graduate entrepreneurs offered by the governments of the
UK and China with a view to identifying good practice and targeting the areas outlined in
the literature in order to stimulate entrepreneurial growth, which in turn would boost
economic output.

Literature Review
Historically, cultural factors (Greif and Tabellini, 2010) and a lack of intellectual property
protection have hindered entrepreneurial growth in China. However, economic reforms
(Ahlstrom et al., 2007) have improved the conditions for entrepreneurship greatly. This ties
in with the fact that there are a high proportion of young entrepreneurs registered as they have
grown up in this reformed system as compared to their parents (GEM Data, 2012). Further,
Yang et al. (2012) found that approximately one-third of these entrepreneurs were university
graduates. Added to this, there are also those university-educated overseas who are now
returning home to set up businesses (Saxenian, 2006). Even though the legal and financial
mechanisms are less well developed in support of this, the Chinese venture capital network
is expanding including in the area of high-tech ventures, often collaborating with government
and university programs such as business plan competitions to source investments (Allen et
al., 2005; and Ahlstrom et al., 2007). Nabi et al. (2010) put forward two dimensions that are
critical to the success of graduate entrepreneurship, based on how mature the entrepreneurial
individual is and the complexity of the business idea. He continued the argument by
proposing a four-pathway framework, demonstrating four different types of transition from
student to graduate entrepreneurs.
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However, some Chinese researchers are unsure about the GEM’s conclusions. Li and Liu
(2005) proposed that entrepreneurship has positive, negative and undecided effects on
economic development and such results might lead to different influences on developing and
developed countries. They think that it is apparent that entrepreneurship is a significant factor,
but how entrepreneurs can help or hinder economic development is unclear. Li and Liu (2005)
thought working in a company first benefits enterprising graduates who want to start a
successful business venture as it allows graduates to gain experiences (such as an awareness
of risk and operations management) and expertise and also accumulate an effective
professional and social network that can support their business. Some wide-ranging survey
research has found entrepreneurship has had a positive effect on growth of the Chinese
economy (Li et al., 2012). However, in China there are ongoing arguments concerning self-
employed or working for others as graduates. Ji, Deputy to the Peoples Congress, believed
that graduate entrepreneurship is a potential factor causing social instability, as based on the
national statistical data, a low percentage of graduate enterprises in China generally survive
(Li, 2014). According to the 2012 Chinese college graduates employment report (Mycos,
2013), the self-employed rate of class 11 graduates was as low as 1.6% and the success rate
was even lower. Considering the investment on supporting entrepreneurs, he suggested that
government should balance the cost and return in terms of supporting graduate entrepreneurs.
At the same time, it was also suggested that it is due to lack of entrepreneurship education
that many graduates failed. Thus, the government should further enhance its support
financially and also non-financially.

The World Bank Business Environment Report (2014) compares ease of doing business
in 189 countries and presents up-to-date economic rankings based on government’s financial
and non-financial support, including taxes, investors protection, and contract enforcement, for
example. Overall, UK and China were ranked at 10th and 96th positions respectively out of 189
countries involved in the research in terms of ease of doing business, where Singapore
government was regarded as the most favorable supporter for business. Therefore, there is
significant scope for the Chinese government to address these issues.

Acs and Szerb (2007) suggested four levels of policy to improve entrepreneurship: Level
1 is Global Economic Policy which considers issues such as trade, trade taxes, immigration
policy and foreign investment—how the country fits in with the global economy and how
this can be taken advantage of. Level 2 is described as National Economic Policy such as
financial support for entrepreneurs, investing in small business and entrepreneurship
education, which most including Stevenson and Lundstrom (2002) and Kauffman (2007)
agree with to build entrepreneurship skills and culture. Level 3 was defined as Local
Economic Policy, e.g., the creation of hubs such as incubators and science parks to help start-
ups. Level 4 are policies that might influence career selection of entrepreneurship such as the
amount of red tape and in general the ease of starting a business in terms of time and cost.
This also includes legislation covering intellectual property and taxation, essentially the
ability of the entrepreneur to be rewarded for his efforts.

Research generally shows that the quality and quality of entrepreneurial activities will
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influence economic vibrancy of different sectors, areas and countries (Brett et al., 2004). This
paper is therefore based on the assumption that cultural background and policy support,
including infrastructure, financing, and tax, are key factors in encouraging entrepreneurship.
Thus, entrepreneurs’ actions are greatly related to complexity of regulation and acceptance
of its culture.

North (1990) pointed out that policy is the key factor in influencing economic activities
and the major external influencers of business, local infrastructure and culture, such as
transportation, electricity or local residents’ income level, have both direct and indirect
impact on entrepreneurs and entrepreneurial activities. Such external environmental
conditions result from long-term entrepreneurial policy. Thus, Gui (2009) concluded that a
clear understanding of how entrepreneurial policy encourages entrepreneurship is the
cornerstone of designing effective policy for entrepreneurship.

Thurik and Audretsch (2004) proposed a compromise theory to address the above
problems. They designed a system that combined resources (such as culture, career selection
and entrepreneurs themselves) and entrepreneurial opportunities into one independent
economic entity, which offers a single point for policy making in encouraging entrepreneurship.
Audretsch et al. (2006) believed that start-up capital is the key supporter in entrepreneurial
activities and in an entrepreneurial economic entity, entrepreneurial policy is set up mainly
to provide start-up capital and financing for potential entrepreneurs in order to promote
entrepreneurial activities.

A series of policy studies from Stevenson and Lundstrom (2002, 2005 and 2007)
summarized that policy making could focus on three aspects, including motivation,
opportunity and technology to better improve entrepreneurial activities. According to
Stevenson and Lundstrom, there are three key factors in setting up entrepreneurial companies:
motivation (willingness and recognition), opportunity, and technology. Not only are these
contributors important to entrepreneurs, they are also pivotal for governments to design
appropriate entrepreneurship policy. For example, if enterprising activities involve (potential)
entrepreneurs, policy making and policy execution, the expected result of entrepreneurship
policy is improvement in entrepreneurial activities. Thus, what policy and government need
to do is to help create a favorable environment that promotes such activities. In addition, they
stated that entrepreneurship policy established by government is based on the different
combination of the above three factors. Therefore, the three factors are also the expected
results of entrepreneurship policy. So according to Stevenson and Lundstrom (2002), an ideal
entrepreneurial society is a combination of high motivation, opportunity and technology.

Upon studying entrepreneurship policy of 13 OECD countries, Stevenson and Lundstrom
(2005) summarized a framework that covers six areas in entrepreneurship policy making areas.
Such a framework focuses on improving entrepreneurship policies by influencing the
motivation, technology and opportunity factors. Firstly, promoting entrepreneurship which
influences motivation factors by supporting the entrepreneurial culture and environment and
changes stereotypes towards entrepreneurship. Secondly, entrepreneurship education which is
an important component of motivation and technology factors. Thirdly, the entrepreneurial
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environment: policies that government undertake to reduce complex regulations and red tape,
which greatly hinders the development of small business. Fourthly, financing and start-up
capital: governments can help by reducing information asymmetry between Small and
Medium Enterprises (SMEs) and investors and improve the fund-raising environment for
entrepreneurs. Fifthly, supporting entrepreneurs during the process of running the business;
this is mainly focused on helping SMEs develop their business. Finally, targeted group
strategies, e.g., special policy support for young, female, unemployed and disabled
entrepreneurs. Stevenson and Lundstrom (2005) stated that such targeted group needs the
government’s special attention in terms of reducing stereotypes and prejudice in the society.

Gui (2009) generated a framework that connects both Stevenson and Lundstroms theory
and Acs and Szerbs framework together. According to Gui (2009), the ultimate goal for
entrepreneurial activities and entrepreneurship policy aims to boom economic development.
However, policy is the main drive and support for entrepreneurship. With Stevenson and
Lundstrom’s six policy areas and three key factors in increasing entrepreneurial activities, the
government might eventually create job opportunities, inspire innovation and boost the
economy.

Objectives
Overall, the present paper addresses the following research questions:

• What schemes or programs do the Chinese and the UK government provide for
graduate entrepreneurs?

• Do they meet young entrepreneurs’ needs and objectives?

• What are the main differences between the UK and China’s support for entrepreneurs?

• What policies could the Chinese government improve to narrow the gap between
entrepreneurial intention and successful creation of start-ups?

Data and Methodology
A range of secondary sources were examined to assess the range of opportunities available
to entrepreneurs both in the UK and in China. Some of the sources were translated from
Chinese to English where necessary and sources were used which ranged from official
government sources to newspaper articles detailing case studies and opinion. As local policies
can differ widely, particularly in China, it was thought that broad secondary data would be
more accurate in determining the truer picture for each country. Non-governmental support
was not included, such as the extensive angel and VC networks that exist in the UK (and
increasingly in China) of private investors including former entrepreneurs, although some
government policies will indirectly affect entrepreneurs by encouraging investment in this
manner through tax incentives, for example. A summary table was then constructed from the
data obtained for financial and non-financial support for both countries.

Results and Discussion
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An assessment by the World Bank in 2014 showed that among all the 189 countries included
in the report, the UK ranked 10th in terms of government support for doing business, while
China was ranked at 96th position. The overall rating was based on financial measurements
including taxation policy, trading and crediting, as well as non-financial factors such as
infrastructure, registration simplicity, and regulation enforcement. Some of the biggest
discrepancies between the UK and Chinese government support included the availability of
credit (UK rated 1st while China was rated 73rd), complexity of starting a business (UK 28th

versus China 158th), paying taxes (UK 14th versus China 120th), protecting investors (UK 10th

versus China 98th), and ease of doing business (UK 10th vs. China 96th). Some of the reasons
stated for the difficulties in starting a business included the cost, regulations and permissions
required and the number of days on average required to set up a business (12 days in the UK
as compared to 32 days in China). From this introductory data, we then proceed to look into
the depth of the support provided by the governments of both the countries. Tables 1 and
2 respectively summarize the financial and non-financial support on offer in both countries
with a brief comparison.

Comparison of Governmental Financial and Non-Financial Support

Loans

Availability of credit for entrepreneurs was a category where the UK scored 1st according to
the World Bank. So the comparison between the UK and China was of interest. Banks have
traditionally favored low-risk investments with loans secured on collateral, which is clearly
a problem for the startups. The most recent scheme in the UK has circumvented this by
essentially the government underwriting the loans which are managed by experienced
entrepreneurs. Start-up loans was set up in May 2012 by Lord Young and James Caan on
behalf of the government. Since then, this scheme has lent £90,081,232 at time of writing and
supported 17,932 businesses with an average loan size of £5,460. Amongst the applicants,
41% of them were unemployed before applying. According to start-up loans data, this scheme
has matched initial expectations and has achieved half of its target, helping set up 30,000
new enterprises with £151 mn lent before the end of 2015. The attractiveness of the start-up
loans scheme, is that apart from being simple and fast, it has lower entry qualifications with
added training and tutoring, which is especially beneficial to young entrepreneurs. The first
year repayment is low, for example, with £5,000 start-up loan and a fixed interest rate, the
entrepreneurs only need to pay £20 as their first repayment (Start-up Loans, 2014). Although
it is a loan scheme, the majority of the loan recipients believed that the mentoring is one of
the most valuable parts of this scheme. Having a mentor who has experienced the start-up
process of business helps entrepreneurs overcome the difficulties and adds to their self-
confidence. However, starting a company is uncertain and of high risk. It remains to be
investigated whether these start-up companies continue to operate and grow and whether each
loan would be fully repaid in the future.

Loans in China are available but there have been issues with regulations and red tape (South

China Daily, 2014; and Wu, 2014). Interest-free loans from the government which have no
maximum, but cannot be more than 70% of the companies working capital have had a low take
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Table 1: Summary of Governmental Financial Support Available to Graduates

Financial Support UK China

Loans/Debt Finance Variety of loan programs, graduate

enterprise schemes, start-up loans

up to £25K with low interest

rates, national loan guarantee

schemes, and community finance.

Most of them run by banks or

private organizations but are

underwritten by government in

the event of default.

Information clearly available on

government website and generally

simple and quick to apply for with

fast decisions.

National Level – Interest-free

loans but complex application and

approval process.

Regional Level – Interest-free

loans combined with grants and

rental subsidies not always well

advertised and complex.

Grants Approximately 327 different

government grants covering

different industries, business stages

and objectives. E.g., job creation,

Most grants are distributed via

business plan competitions.

Youth Entrepreneurship Foundation

grants with internships and skills

R&D (for any industry), etc.

Some may require payback if

company becomes successful.

Generally straightforward

application process and good

direction on government website.

training also but complicated

process to apply.

Equity Does not invest directly but

supports other funds, e.g., capital

for enterprise fund and provides

tax breaks to encourage equity

investors to invest in start-ups

rather than pay a higher tax rate.

Government collaborates with

venture capital but mainly acts as

policy maker and monitor.

Several local initiatives linking

venture capital with start-ups.

Taxation Tax breaks for entrepreneurs, e.g.,

corporation tax, lower national

insurance tax, R&D tax credits.

Share loss relief, venture capital

trusts, seed enterprise investment

scheme and enterprise investment

scheme to encourage equity

investors in high-risk start-ups.

Exemptions on various

administration fees, pension and

insurance schemes offered to

graduate entrepreneurs.

Lower corporation tax, especially

for hi-tech businesses.
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up rate due to complex application and approval procedures and in some cases applications were
taking up to a year due to various forms and permissions required from different government
departments. The loans offered on a regional level have been more successful however, with
2-year interest free loans on offer to the value of £30,000 in some areas.

Grants

The UK government provides a diverse grant system to support start-ups and promote growth.
It currently offers 327 different grant schemes for business, covering a wide range of business
sizes, locations, sectors, amounts and business stages. Money might be available for specific
purposes, e.g., job creation, research and development or exporting. However, the problem for
entrepreneurs lies in selecting the proper programs and funding type to suit their business.
On the government finance and support website, entrepreneurs can narrow down the suitable

Author: plz
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Education

Many good schemes not well

advertised or with unclear

guidance for applying.

Tax relief for moving into a new
region (especially a deprived area).

Able to apply for European
Union funding which is also
aimed at poorer areas.

Enterprise Educators UK, NCGE,
mentoring schemes, encouragement
for university enterprise courses
both on and extra-curricular.

Some foundation funding offer

internships, and optional

entrepreneurship courses at

universities.

Table 2: Summary of Non-Financial Support Available to Graduates

Non-Financial Support UK China

Environment Switch to annual reporting and

cancellation of minimum capital

requirement by government.

Various schemes offer free office

space, open trade shows and

access to industry fairs, and free

advertisement.

Science park clusters increasing.

Red tape and permission, lengthy

application procedures and

decisions a key problem for

graduate entrepreneurs.

Accelerator programs with
mentors encourage networking
with others. Science park clusters
and university collaborations are
also encouraged.

Tier 1 Visas awarded for foreign
nationals wanting to set up a
business in the UK.

Training, advice, relatively easy
and cheap and government
website very easy to use.

Easy and cheap to register a
business, and can be done online.

Red Tape Challenge to gain
feedback from entrepreneurs as
to what could be simplified.
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schemes through various filters (UK Business Funding Centre, 2014). There are three broad
categories of government grants and subsidies: one-time and renewable (i.e., further follow on
grants might be available), Conditionally Repayable Contribution (CRC) and equity
financing. The one-time and renewable scheme is regarded as the tool for small business to
develop new products as well as a method for central government to balance economic
development among different regions (UK Business Funding Centre, 2014).

Unlike the UK, the Chinese government has fewer directly supported grant schemes for
entrepreneurs. Instead, there are more governmental support foundations available for student
entrepreneurs (General Office of the State Council 2014; and Nan, 2014). There is a national
foundation, The China Youth Employment and Entrepreneurship Foundation (People’s Daily
Online, 2009), and some localized regional grants and policies (e.g., Hangzhou Net, 2012; and
Hangzhou Government, 2014). Many of the policies and foundations are targeted particularly
at graduate entrepreneurs while other provinces, like Hubei and Shanghai have expanded their
grants schemes to students studying at college also. Some of the government grants are also
distributed via business idea/plan competitions.

One particular model is when a department from the government forms partnership with
local investment agents and college, the winner will receive a considerable start-up fund
(China Radio Net, 2014a). For example, in Liao Ning Province, the provincial government’s
office, allied with local companies, has held the ‘Challenge Cup Business Idea Competition’
since 1999. According to Dong (in China Youth Newspaper, 2014), in 2014 more than 1,000
applicants joined the competition and the competition committee supports £5,000 to £10,000
start-up grants for the winners. In addition, contestants also have the opportunity to obtain
internships from well-known enterprises which help them gain experience which researchers
suggested is important as mentioned in the introduction. Also, the China Youth
Entrepreneurship and Employment Foundation (CYEEF) received support from nine
government departments, public press, enterprise alliance, and multiple colleges. It offers
mentorship services and career development workshops, and this foundation also provides a
platform for the public to cooperate and provide more internship and hands-on training for
college students. To further promote efficient support for student entrepreneurs, this
organization also conducted entrepreneurship research based on their wide network of young
entrepreneurs (People’s Daily Online, 2014). However, the complicated application process
is the main contributor that drives students away. Lee, a manager of a coffee shop who started
his business upon graduation last year, explained the hardship of application for government
foundation—to claim the governmental benefits, including tax, loan and grants, graduate
students need two certificates, a self-employment certificate and an unemployment
registration certificate before they can register their company (China Radio Net, 2014c). For
the self-employment certificate, students need to first apply online and hand in paper work
and forms to the university. Then they need to wait for two rounds of assessment and
verification, which took around two months. Lee told China Radio Net (2014b) reporter that
the unemployment certificate is ‘ridiculous’; not only does it have similar proofs with the self-
employed certificate, but it also makes passionate graduates feel ‘emotionally hurt’. However,
obtaining two certificates is trivial as compared to the follow-up registration and verification
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process of this scheme. Lee finally gave up applying for this scheme after spending six months
on CYEEF without any practical achievement (China Radio Net, 2014b).

Equity

Whilst the UK government does not invest for equity in start-up businesses generally, it can
indirectly affect this area with policy. The UK has a well-developed network of private equity
investors such as venture capitalists and business angels, often former entrepreneurs
themselves and crowdfunding is a growing phenomenon whereby new ideas can generate
funding by public funding thorough a variety of models and returns. To encourage investment
in small start-up companies, the solutions that the UK government offers include tax relief
schemes including for capital fund investment. Tax relief schemes allow investors to offset
investment loss against their income tax liability. The five tax relief schemes are the
Enterprise Investment Scheme (EIS), Seed Enterprise Investment Scheme (SEIS), Venture
Capital Trust (VCT) scheme, Share Loss Relief (SLR) and Corporate Venturing Scheme (CVS).
These schemes are similar to each other in terms of their aims and legislative processes, which
encourage investors to invest in start-ups rather than face a potentially large tax bill from the
government. However, EIS, VCT and SEIS are targeted at different stages of business, and
government provides corresponding tax benefits based on riskiness of investee companies’
business. According to Kingston Smith’s classification (2014), SEIS is one of the most
innovative schemes and makes more equity financing available for start-ups. The government
then sets qualification requirements for small companies and offer tax reliefs to investors,
which pushes investors to get involved with SEIS. Another incentive solution that
government gets involved with is Enterprise Capital Fund (ECF). In this scheme, the UK
government cooperates with venture capitalists and managers to deliver SME finance
interventions. ECF is managed by capital for enterprise, a fund management company and the
largest single investor in the UK.

In China, the venture capital area is quickly developing, the government has reacted to
allow Initial Public Offering (IPO) as an exit for venture capital investors which has facilitated
this improvement. Nationally, the government simply addresses policy issues rather than
supporting equity investments, but regionally some schemes exist. For example, Angel
Investment EFG is a public equity foundation based in Shanghai. According to the EFG
website, this organization currently provides two types of financial support for young
entrepreneurs, debt investment (Eya Plan) and equity investment (Eagle Plan). In the Eya plan,
EFG delegated banks provide micro-finance (below £20,000) to small start-up companies.
This program is limited to college students and young entrepreneurs within five years of
graduation (Hangzhou Government, 2013). The assessment team from investor groups
combines financial and industrial managers and each round of fund distribution is done on
monthly basis after the assessment and publicity. To break the gap between angel investment
and larger venture capital funds, there is another program called Entrepreneurship Relay
Angels, which takes outstanding start-up companies directly from the EFG Angel Fund
program. Compared to the EFG Angel Fund, this program is more commercialized and similar
to traditional venture capital, where investors take part in the enterprise management, share
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risks and benefits. By the end of 2013, there were 7,529 enterprises set up by college students,
involving 16,000 student entrepreneurs and creating 31,000 jobs. Among them, 192
companies produced income of more than £1 mn. At the end of May 2014, another 719
companies created around a number of 3,000 jobs, a 31.26% increase as compared to the
previous year (Dong, 2014). It has also attracted graduates from other provinces as well as from
overseas.

General Tax Policy

The UK government offers multiple tax refunds or credit programs for self-employed
businesses. Only a limited amount of such schemes are exclusive to SME entrepreneurs. Such
programs include a lower business tax rate (22% for SMEs as compared to 28% for larger
organizations), tax credits for various expenditures, as well as improving support and services
for SMEs. For example, with the new employment allowance scheme, employers do not have
to pay National Insurance Contributions (NIC) up to a level of £2,000 a year. As a result of
this scheme, approximately 450,000 business organizations would not have to pay NIC at all,
(HMRC, 2014). The UK government also uses tax as a tool to drive innovation and new
technology application. According to the UK government, the UK Research and Development
tax relief is regarded as a drive for further innovation and technological breakthroughs. It is
available in addition to corporate tax deduction (12.5%). The R&D Tax Relief for SME
schemes has higher rates of relief (for every £100 of qualifying costs, SMEs can reduce up
to £225 of R&D cost) as compared to that for larger organizations (reduced up to £130 for
every £100). This scheme is applied to all sectors of all sizes as long as the business is
investing in research and development in the UK.

In China there are tax breaks for start-ups ranging from income tax reduction to 20% and
even lower in some cases depending on the industry—high-tech businesses have a 15% tax
rate. College students who hold graduate self-employed certificate issued by tertiary
education institutions are exempt from the required tax payment. This includes VAT tax,
urban maintenance and construction tax, education surtax and income tax up to 8,000 yuan
per year for the first three years of the start-up business (General Office of the State Council,
2014).

Regulations – Red Tape

It is relatively straightforward to set a limited company business in the UK. It can be done
online, costing £15 and needs simply details of director(s) and company secretary and shares
the capital allocated (UK Government, 2013). In the UK, a novel scheme, the Red Tape
Challenge is a government scheme designed for SMEs’ business offering advice for
government to reduce regulation for business. Up to now, around 800 regulations have been
amended or scrapped which were deemed to be detrimental to start-up businesses since
January 2014 from approximately 30,000 suggestions when the program started. It is an
interactive platform where SMEs business owners are free to express their opinions on the
regulation and rules. Divided by themes and sectors, there are sector champions who connect
between entrepreneurs and government and are responsible for relaying entrepreneurs’
comments to allow the government to act on them. Some regulations which have been
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cancelled in China have already caused an increase in company registrations. For example,
the canceling of the need for a start-up business to have £3,000 capital. Cancellation of the
minimal registration capital requirement does not mean the company was out of control,
instead, it requires new companies to enhance self-discipline and become even more
transparent with regards to their financial performance (Shandong News, 2014). However, the
drawback of this policy should not be overlooked. Li pointed out that there might be an
explosive amount of new companies registered in 2014, which increased the difficulties in
administration and management. Overall, this policy provides equal opportunity for anyone
who wants to be an entrepreneur. As with other schemes though, graduates have suggested
they are not well advertised.

Regarding the use of financial support, most entrepreneurs state that government grants
are mainly used for expanding business, hiring employees and advertising. In the UK, funding
has been boosted by the advent of crowdfunding (e.g., Olufolaji and Phillips, 2015) where
students are able to gain seed funding for businesses which would previously been out of
reach.

Discussion
GEM data for the last decade has shown that whilst there has been some degree of fluctuation,
entrepreneurial intention in China has remained considerably above that of the UK with the
perceived available opportunities being approximately the same for both the countries. The
rate of start-ups in reality from graduates, however, is greater in the UK with a lower failure
rate as compared to China with data suggesting Chinese entrepreneurs demonstrate less
capability as compared to the UK.

We found there were a significant range of funding opportunities for graduate
entrepreneurs in the UK and China, the main difference was the difficulty in terms of
regulations, application process and time taken to access these funding opportunities.
Entrepreneurship policies in both countries cover motivation, opportunities and technology
areas. As for financial support, both China and UK government appear to offer adequate grant
or loan programs, but although financial support is a key aspect in current government
support, evidence shows that young entrepreneurs value training and mentoring the most,
followed up by opportunities to practice entrepreneurial skills. There are a number of financial
support mechanisms in place in China which allow the graduate entrepreneurs to start their
business, including competitions and a small number of grants, but the key issue is the
complicated, time consuming and sometimes expensive processes of applying for this support
and of the registration process itself. One of the main reasons cited includes the complication
of permissions required from various government departments which take time to arrange.
It is also the unclear guidance and in some cases lack of advertising that causes wastage
of graduate entrepreneurs’ time and passion. In terms of loans, UK options appear quick and
easy to apply due to which quick decisions are made. In China, because of the lack of a
well-rounded crediting system, a national crediting system could be established, keeping
records of company’s business status which may speed up the application process in future.
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Regarding service support, there are three aspects that Chinese government needs to be
aware of and learn from the UK government: registration simplification, entrepreneurship
education and online services. Thus, one way to solve the problem is simplifying registration
process and provide clear guidance for applicants about government permission. Some of the
permissions are overlapped and are duplications so could be scrapped. To implement these
simplified regulations, the Chinese government could follow the open-minded attitude from
the UK and listen to suggestions from SME owners. The Red Tape Challenge would be a clear
way of understanding the barriers to entrepreneurship and how they could be removed with
this open online discussion. The Red Tape Challenge established a bridge that closed the gap
between government and the public—this has saved an estimated £850 mn since its inception
for small businesses in the UK. Removing red tape addresses level 4 of Acs and Szerb (2007)
model and is also the third factor that affects entrepreneurship in the Stevenson and
Lundstrom (2005) model. So clearly it would be beneficial to address this area.

Updating and redesigning the official website would be helpful for the entrepreneur to find
their way through the complex regulations. In comparison with the UK government website
suggestions that include add contact details to get feedback from website visitors, clarify
application procedures (such as registration, tax application, etc.) and provide clear direction
about where to find information, the Chinese official website was used as an informative
platform for displaying updates and news feeds. However, the UK government makes the
website a three-dimensional communicated tool, which is more interactive and directed. For
instance, if the website visitor is in the food, catering and retail sectors, they can get all the
information from registration, labeling to exporting and importing. Such detailed and direct
information gives entrepreneurs a clear road map of what they need to do and what permission
they need to obtain. The Chinese official website for student start-ups was filled with
entrepreneurial stories, expertise suggestions and entrepreneurship policy. This website tends
to motivate students to get started with their business directly, but did not explain clearly the
procedures for starting a company. In addition to conventional mass media like newspaper
and TV broadcasts, the China government could make better use of new social media, like
Weibo, QQ, WeChat, Facebook and Twitter. Thus, diversifying publication methods and
offering step-by-step guidance will be a great help for entrepreneurs.

Education seemed to be another area which could be improved. In the UK, graduates have
a number of opportunities to increase their entrepreneurial skills at university from modules
within their courses, extra-curricular activities (e.g., Phillips, 2010), business plan
competitions, internships and student societies. The lack of work and management experience
is also an important factor that stops student entrepreneurs from starting companies. Although
such problems exist in both the countries, they have different approaches. With government
support, the UK has established the leading research and empirical studies toward
entrepreneurship education. Besides learning entrepreneurship theories, students are encouraged
to form their business ideas and practice entrepreneurial skills through internship or practical
on-the-job training. However, in China, entrepreneurship education courses are optional to
students, and there is a lack of practical opportunities. This is backed up by GEM (2014) data
which suggests that perceived capabilities of Chinese entrepreneurs is 10% lower than that
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of the UK entrepreneurs even though the GEM data shows that motivation/intention for
Chinese population for entrepreneurship is consistently higher than for the UK population.
UK students practice entrepreneurial skills through internships, industrial “years out” or
practical on-the-job training building capabilities which are less prevalent in China. The
Chinese government could consider establishing national initiatives similar to the UK such
as EEUK (Enterprise Educators UK) and NCEE (National Centre for Entrepreneurship in
Education) which aim to discuss and implement best practice for encouraging graduate
entrepreneurship.

Conclusion
This study attempted to compare the support on offer in a well-developed entrepreneurial
economy (according to GEM data) with an emerging entrepreneurial economy with a view
to determining the most effective methods for stimulating entrepreneurship. The UK has a
range of grants and start-up loans operated by and on behalf of the government and significant
tax incentives to persuade private venture capital to take a risk in investing in start-ups. It
is found that China had a variety of interesting programs involving funding and support, but
the key problem seemed to be the difficulty in applying and the length of time in gaining
a response. Many programs were not well marketed with potential entrepreneurs unclear about
how to apply the criteria required. The paper recommends that the issue of red tape and
simplification and speeding up of the application process be addressed to narrow the gap
between the high motivation for starting a business by the potential Chinese entrepreneurs
and the success rate as reported by the GEM.

Scope for Future Studies: There is considerable scope for measuring the success of individual
activities by longitudinal studies to follow the progress of companies that have obtained
funding using the different methods outlined. For example, the start-up loans scheme in the
UK which has lent considerable sums of money could be analyzed by the amount of money
paid back as well as turnover, profit and job creation from those companies funded.
Ultimately, this will make it easier for a government to judge the cost effectiveness of each
of the ways of stimulating entrepreneurship. A rise in the rankings in the GEM survey will
also be a general indicator of whether policies are successful. 
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