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ome Initial Observations

ntrepreneurship has become an
portant area within academia (over
000 programs according to Princeton

view)
liest programs were created In the

1070’
AR~ NAY)

te exists about:

‘the importance of small business in
b creation and destruction

role of tax policy in promoting or
uraging small business growth
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hy Are States and Locales
ested in Entrepreneurship?

b creation and growth

pansion of tax base

)yroved business supplier netw
ter economies of scale In
Iotional activities

ed state reputation

ork
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Entrepreneurs?

ve access to capital « Create industry clusters
e technical assistance Improve state tax

line securities environment
ion * Improve entrepreneurship

regulatory licensing education
llectual capacity at Reach out to entrepreneurs

arsities * Recognize entrepreneurial
achievement

e: National Commission on Entrepreneurship;
an Center for Entrepreneurial Leadership
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The Kauffman Index of
ntrepreneurial Activity
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Entrepreneurial Climate:
op and Bottom Ten States

0 States Bottom 10 States

44 « Washington 24
44 « Virginia 24
43  Rhode Island 24
43 « Alabama 24
43 * lllinois 23
42 « Hawaii 23
41 « West Virginia 22
41  Minnesota 22
40 « Indiana 22
40 + Pennsylvania 18
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Key Research Questions

banks perform differently in
tes with high vs. low
repreneurship rankings?

t are the significant univariate

are the multivariate
1ces?

UMKC
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Methodology

ata on FDIC bank performance from the
L Financial Services database.

ks <$10 billion in total assets.
for three periods:

e-crisis (2005.4)

IS (2008.4)

-Crisis (2011.4)

jons: Top 10 n=1623
Bottom 10 n=1455
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ank Performance Metrics

Ize (total assets; log total assets)
owth rates (asset and loan growth)

nagement (loan to asset; loan to deposit;
lency ratio)

ings (ROAA; ROAE)

ins (Net interest income; net interest

, yleld on loans; cost of interest
labilities)

uity to average assets)
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Metrics con’t.

an composition (1-4 family loans;
ommercial real estate loans; total real estate
ns; commercial and industrial loans;

umer loans)

t quality (non performing loans; loan
e-offs)

ity (liquidity ratio)
/ity (rate sensitive assets to assets)
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ificant Univariate Relationships

st variables display statistically
hificant differences (at p= .05 level or

| assets (2005; 2008)

rn on average assets (2005; 2008)

y to assets (2011)

eal estate loans to loans (2008;2011)
y ratio (2008; 2011)

s to loans (2005)
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. Two Group Multivariate
iscriminant CAMEL Model

N
P
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The CAMEL Model

1e CAMEL model is well established and
used by banking regulators and
searchers.

ital adequacy (equity to assets)
set quality (non-performing loan ratio)

)lagement (loan to deposit; commercial
state loans to loans; efficiency ratio)

1gs (return on average assets)
/ (liquidity ratio)

o Si | assets)

UMKC
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\ CAMEL Discriminant Model

. o + B1L2D + B2CREL2L + B3LigRat +
4NPL + B5ER + B6TA + B7ROAA+ BSE2A

L= commercial real estate loans to loans
= liquidity ratio
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riminant Classification Matrix

Low Entrep. High Entrep. Overall

Index (0) Index (1) accuracy
Low (0) 78.2% 21.8%
High (1) 55.1% 44.9% 62.4%
2008 Low (0) 75.9% 24.1%
High (1) 52.4 47.6% 62.5%
2011 Low (0) 72.0% 28%
High (1) 44.7% 55% 64.1%
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1 L2D CREL
2 CREL ER
3 LigRat ROAA
4 NPL E2A
5 ER LiqRat
6 TA NPL
7 ROAA L2D
8 E2A TA
UMKC \
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Relative Importance of
Discriminant Variables

CREL
ER
L2D
LigRat
NPL
ROAA
TA
E2A



Conclusions

anks located in Top 10
trepreneurial activity states
erform differently than Bottom 10
tes based on both univariate and
Mtivariate analysis.

e individual variables are
tantially different

eral, overall multivariate
ces are less pronounced.
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