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Figure	  4	  shows	  the	  results	  of	  a	  simple	  linear	  regression	  examining	  the	  

relationship	  between	  the	  number	  of	  firms	  founded	  by	  year	  regressed	  on	  whether	  

that	  year	  was	  recessionary	  (=1)	  or	  not	  (=0).	  	  In	  this	  regression	  model	  the	  constant	  

(_cons)	  is	  important,	  since	  it	  is	  the	  number	  of	  firms	  founded	  in	  nonrecessionary	  

years	  (when	  realrecess-‐n	  is	  equal	  to	  zero).	  Thus,	  a	  value	  of	  _cons=2.517	  states	  that	  

given	  the	  Fortune	  500	  data,	  we	  would	  expect	  approximately	  2.5	  Fortune	  500	  firms	  

to	  be	  founded	  in	  a	  nonrecessionary	  year.	  Note	  that	  the	  constant	  is	  significant	  even	  

with	  an	  alpha	  level	  of	  α=0.001.	  	  

Next	  we	  examine	  the	  independent	  variable	  realrecess-‐n	  which	  is	  a	  dummy	  

variable	  as	  previously	  described	  with	  a	  value	  equal	  to	  one	  for	  recessionary	  years	  

and	  zero	  otherwise.	  Note	  as	  well	  that	  this	  variable	  is	  significant	  at	  the	  α=0.05	  level,	  

and	  almost	  significant	  at	  the	  α=0.01	  level.	  	  Finally,	  the	  F	  value	  on	  the	  model,	  which	  

explains	  the	  joint	  significance,	  is	  5.80	  and	  is	  significant	  at	  the	  α=0.05	  and	  almost	  	  

	  

	  

	  

Figure	  4.	  Simple	  Linear	  Regression	  Output	  
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significant	  at	  the	  α=0.01	  level,	  though	  the	  adjusted	  R-‐squared	  is	  very	  low,	  which	  is	  to	  

be	  expected	  in	  such	  a	  simplistic	  regression	  as	  this.	  

How	  do	  we	  explain	  that	  during	  a	  recessionary	  period	  we	  can	  still	  expect	  over	  

1.5	  Fortune	  500	  level	  firms	  to	  be	  founded,	  and	  that	  the	  difference	  between	  

recessionary	  and	  nonrecessionary	  periods	  is	  less	  than	  a	  single	  additional	  Fortune	  

500	  firm?	  	  The	  model	  given	  in	  previous	  sections	  goes	  to	  the	  heart	  of	  this;	  there	  are	  

strong	  motivations	  during	  a	  recessionary	  period	  to	  leave	  firm	  employment	  to	  

pursue	  entrepreneurial	  innovation.	  	  In	  fact,	  of	  the	  500	  firms	  listed	  on	  the	  2010	  

Fortune	  500	  list,	  135	  (27%)	  were	  started	  during	  recessionary	  years.	  These	  findings	  

are	  supported	  by	  the	  Kauffman	  Foundation’s	  analysis	  of	  the	  2009	  Fortune	  500	  list	  in	  

which	  more	  than	  half	  of	  the	  firms	  were	  founded	  during	  a	  recessionary	  year,	  and	  the	  

2009	  Inc.	  500	  list	  in	  which	  just	  under	  half	  were	  founded	  in	  recessionary	  periods	  

(Stangler,	  2009).	  	  Hyatt	  Corp.,	  Burger	  King	  Corp.,	  Lexus	  Nexus,	  FedEx	  Corp.,	  

Microsoft	  Corp.,	  CNN,	  MTV	  and	  Wikipedia	  were	  all	  started	  during	  a	  recessionary	  

year,	  to	  name	  a	  few	  (Caron,	  2008).	  

While	  this	  case	  study	  has	  dealt	  with	  data	  related	  to	  large	  firms,	  many	  of	  

which	  started	  in	  bad	  times,	  they	  were	  all	  originally	  startups.	  	  For	  this	  reason	  we	  may	  

treat	  the	  findings	  of	  the	  above	  regression	  as	  encouraging,	  though	  hardly	  complete,	  

in	  regard	  to	  the	  model	  proposed	  in	  this	  paper.	  	  Yet	  this	  is	  to	  be	  expected	  given	  the	  

current	  lack	  of	  a	  uniform	  definition	  of	  entrepreneurship,	  to	  say	  nothing	  of	  a	  model	  

and	  its	  associated	  variables.	  	  What	  this	  case	  study	  has	  shown	  is	  that	  there	  is	  a	  
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relationship,	  which	  motivates	  further	  testing	  and	  analysis,	  as	  well	  as	  some	  clarity	  on	  

where	  to	  begin	  collecting	  data,	  and	  on	  what	  key	  variables.	  
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