Supplementary 
Table S1
List of countries considered (MSCI Classification)
	Developed
	
	Emerging

	Australia
	
	Brazil

	Austria
	
	Chile

	Belgium
	
	China

	Canada
	
	Colombia

	Denmark
	
	Czechia

	Finland
	
	Greece

	France
	
	Hungary

	Ireland
	
	India

	Italy
	
	Indonesia

	New Zealand
	
	Israel

	Norway
	
	South Korea

	Portugal
	
	Mexico

	Spain
	
	Poland

	Sweden
	
	South Africa

	Switzerland
	
	Turkey

	United Kingdom
	
	


Source: Table by Authors












Table S2
Sub-Indicators of Institutional Quality Index (IQI)
	Control of Corruption (CC)
	Perception of people on the extent of the presence of corruption in the economy

	Government Effectiveness (GE)
	Perception of people on how good the public services are and how independent the quality is from political pressure

	Political Stability and Absence of Violence (PSAV)
	Perception of people about how stable the government is or will it be overthrown by violence or unconstitutional means

	Regulatory Quality (RQ)
	Perception of people about how well the government implements sound policies and regulations for the private sector

	Rule of Law (RoL)
	Perception about people's beliefs about the government in maintaining rules, particularly related to contract enforcement, property rights, etc.

	Voice and Accountability (VAA)
	Perception of people about the freedom they have to choose governments, freedom to express, and freedom to media


Source: Table by Authors
















Table S3
Test results of heteroskedasticity and autocorrelation 
	Model
	Breusch-Pagan / Cook-Weisberg test for heteroskedasticity (chi2 value)
	Wooldridge test for autocorrelation (F-Value)

	
	
	

	Model_1
	80.08***
	300.89***

	Model_2
	69.94***
	301.14***

	Model_3
	70.59***
	305.96***

	Model_4
	78.61***
	302.24***

	Model_5
	76.22***
	284.57***

	Model_6
	77.08***
	327.69***


Source: Table by Authors. Standard errors in brackets *** p<0.01











Table S4
Test results of cross-sectional dependence
	Pesaran CD Test

	Variable
	CD value

	CC
	8.31***

	GE
	5.88***

	PSAV
	2.29**

	RQ
	-0.46

	RoL
	13.09***

	VAA
	2.07**

	BCI
	43.43***

	MO
	27.76 ***

	LogGDP-PC
	31.01***

	PAT-GDP ratio
	13.03***

	GTE
	18.59***

	CC2
	5.60***

	GE2
	4.72***

	PSAV2
	5.12***

	RQ2
	1.27

	RoL2
	5.04***

	VAA2
	1.06


Source: Table by Authors. Standard errors in brackets ** p<0.05, *** p<0.01





Table S5
Correlational analysis of variables
	 Variable
	    NBD
	    BCI
	     UA
	      GTE
	 LogGDP-PC
	   MO
	Pat-GDP ratio
	CC
	GE
	PSAV
	RQ
	RoL
	VAA

	NBD
	1
	
	
	
	
	
	
	
	
	
	
	
	

	BCI
	0.06
	1
	
	
	
	
	
	
	
	
	
	
	

	UA
	-0.51***
	-0.04
	1
	
	
	
	
	
	
	
	
	
	

	GTE
	0.22***
	-0.07
	0.15***
	1
	
	
	
	
	
	
	
	
	

	LogGDP-PC
	0.36***
	0.04
	-0.12***
	0.60***
	1
	
	
	
	
	
	
	
	

	MO
	0.35***
	0.03
	-0.01
	0.45***
	0.78***
	1
	
	
	
	
	
	
	

	Pat-GDP Ratio
	0.01
	-0.05
	-0.23***
	-0.17***
	-0.35***
	-0.58***
	1
	
	
	
	
	
	

	CC
	0.53***
	0.07
	-0.42***
	0.44***
	0.84***
	0.73***
	-0.30***
	1
	
	
	
	
	

	GE
	0.44***
	0.06
	-0.37***
	0.48***
	0.86***
	0.72***
	-0.24***
	0.96***
	1
	
	
	
	

	PSAV
	0.39***
	0.07
	-0.27***
	0.38***
	0.73***
	0.62***
	-0.25***
	0.78***
	0.77***
	1
	
	
	

	RQ
	0.51***
	0.09*
	-0.26***
	0.48***
	0.88***
	0.86***
	-0.42***
	0.94***
	0.92***
	0.79***
	1
	
	

	RoL
	0.46***
	0.04
	-0.32***
	0.49***
	0.86***
	0.76***
	-0.33***
	0.96***
	0.96***
	0.82***
	0.95***
	1
	

	VAA
	0.33***
	0.06
	-0.18***
	0.35***
	0.75***
	0.74***
	-0.66***
	0.82***
	0.78***
	0.77***
	0.84***
	0.86***
	1


Source:  Authors’ own estimates. Standard errors in brackets *** p<0.01




Table A: Determinants of New Business Density (Driscoll Kraay Method)
	Variables
	Model_overall
	Model_1
	Model_2
	Model_3
	Model_4
	Model_5
	Model_6

	BCI
	0.209** 
	0.207**
	0.192**
	0.221***
	0.188*
	0.205**
	0.215** 

	
	[0.084]   
	[0.090]
	[0.068]
	[0.072]
	[0.100]
	[0.087]
	[0.089]   

	UA 
	-5.072***
	 -4.279***
	-5.209***
	-3.816***
	-3.288***
	-4.700***
	-3.390***

	 
	[0.311]   
	[0.280]
	[0.472]
	[0.424]
	[0.562]
	[0.461]
	[0.433]   

	Institutional Variables
	 
	 
	 
	 
	 
	 

	IQI
	-0.329
	
	
	
	
	
	

	
	[0.189]   
	
	
	
	
	
	

	(IQI)2
	-0.253***
	
	
	
	
	
	

	
	[0.027]   
	
	
	
	
	
	

	CC
	
	1.906***
	
	
	
	
	               

	
	
	[0.190]
	
	
	
	
	               

	(CC)2
	
	 -1.038***
	
	
	
	
	               

	
	
	[0.220]
	
	
	
	
	               

	GE
	
	
	3.046***
	
	
	
	               

	
	
	
	[0.572]
	
	
	
	               

	(GE)2
	
	
	-2.321***
	
	
	
	               

	
	
	
	[0.199]
	
	
	
	               

	PSAV
	
	
	
	0.185
	
	
	               

	
	
	
	
	[0.195]
	
	
	               

	(PSAV)2
	
	
	
	-1.134***
	
	
	               

	
	
	
	
	[0.249]
	
	
	               

	RQ
	
	
	
	
	3.936***
	
	               

	
	
	
	
	
	[1.007]
	
	               

	(RQ)2
	
	
	
	
	-0.924
	
	               

	
	
	
	
	
	[0.845]
	
	               

	RoL
	
	
	
	
	
	1.551***
	               

	
	
	
	
	
	
	[0.298]
	               

	(RoL)2
	
	
	
	
	
	-1.455***
	               

	
	
	
	
	
	
	[0.163]
	               

	VAA
	
	
	
	
	
	
	0.799** 

	
	
	
	
	
	
	
	[0.307]   

	(VAA)2
	
	
	
	
	
	
	-0.500***

	
	
	
	
	
	
	
	[0.127]   

	Control Variables
	 
	 
	 
	 
	 
	 
	 

	GTE
	0.027***
	0.023***
	0.024***
	0.024**
	0.024***
	0.023***
	0.024** 

	
	[0.007]   
	[0.006]
	[0.005]
	[0.009]
	[0.006]
	[0.007]
	[0.009]   

	Patents/GDP ratio
	0.045***
	0.036***
	0.026***
	0.037***
	0.047***
	0.038***
	0.062***

	
	[0.003]   
	[0.004]
	[0.003]
	[0.004]
	[0.003]
	[0.004]
	[0.006]   

	MO
	0.149***
	 0.136***
	0.135***
	0.151***
	0.087***
	0.154***
	0.152***

	
	[0.013]   
	[0.014]
	[0.018]
	[0.018]
	[0.027]
	[0.016]
	[0.016]   

	LogGDP-PC
	-0.099
	-0.342
	0.455*
	-0.184
	-1.059**
	0.235
	-0.079

	
	[0.376]   
	[0.337]
	[0.226]
	[0.334]
	[0.371]
	[0.300]
	[0.334]   

	Constant
	-24.42***
	 -22.21**
	-27.67***
	-25.82***
	-12.84
	-28.14***
	-27.66***

	
	[7.280]   
	[8.117]
	[5.686]
	[7.237]
	[7.671]
	[7.841]
	[8.665]   

	No. of observations               
	343
	343
	343
	343
	343
	343
	343

	R-Squared            
	0.454
	0.439
	0.472
	0.442
	0.43
	0.439
	0.412

	F- statistics
	1564.780***
	483.790***
	322.970***
	318.660***
	187.520***
	1258.980***
	301.340***


[bookmark: _Hlk205201582]Source: Table by Authors, standard errors in brackets * p<0.1, ** p<0.05, *** p<0.01

Table B: Determinants of New Business Density (FGLS Method)  
	Variables 
	Model_overall
	Model_1
	Model_2
	Model_3
	Model_4
	Model_5
	Model_6

	BCI
	0.042***
	0.042***
	0.039***
	0.037***
	0.043***
	0.041***
	0.038***

	
	[0.012]
	[0.012]
	[0.012]
	[0.012]
	[0.012]
	[0.011]
	[0.012]   

	UA
	-1.717***
	-1.444***
	-1.769***
	-1.883***
	-1.451***
	-1.480***
	-1.843***

	
	[0.494]
	[0.463]
	[0.422]
	[0.398]
	[0.412]
	[0.443]
	[0.409]   

	Institutional Variables
	 
	 
	 
	 
	 
	 
	 

	IQI
	0.157
	
	
	
	
	
	

	
	[0.101]
	
	
	
	
	
	

	(IQI)2
	-0.037
	
	
	
	
	
	

	
	[0.028]
	
	
	
	
	
	

	CC
	
	0.556**
	
	
	
	
	               

	
	
	[0.234]
	
	
	
	
	

	(CC)2
	
	-0.042
	
	
	
	
	               

	
	
	[0.147]
	
	
	
	
	               

	GE
	
	
	0.446
	
	
	
	               

	
	
	
	[0.286]
	
	
	
	               

	(GE)2
	
	
	-0.152
	
	
	
	               

	
	
	
	[0.155]
	
	
	
	               

	PSAV
	
	
	
	-0.049
	
	
	               

	
	
	
	
	[0.121]
	
	
	               

	(PSAV)2
	
	
	
	-0.095
	
	
	               

	
	
	
	
	[0.082]
	
	
	               

	RQ
	
	
	
	
	0.412
	
	               

	
	
	
	
	
	[0.433]
	
	               

	(RQ)2
	
	
	
	
	0.227
	
	               

	
	
	
	
	
	[0.238]
	
	               

	RoL
	
	
	
	
	
	0.598**
	               

	
	
	
	
	
	
	[0.257]
	               

	(RoL)2
	
	
	
	
	
	-0.051
	               

	
	
	
	
	
	
	[0.170]
	               

	VAA
	
	
	
	
	
	
	0.566*  

	
	
	
	
	
	
	
	[0.290]   

	(VAA)2
	
	
	
	
	
	
	-0.177

	 
	 
	 
	 
	 
	 
	 
	[0.214]   

	Control Variables
	 
	 
	 
	 
	 
	 
	 

	GTE
	0.022***
	0.019***
	0.021***
	0.019***
	0.021***
	0.021***
	0.022***

	
	[0.005]
	[0.005]
	[0.005]
	[0.005]
	[0.005]
	[0.005]
	[0.005]   

	Patents/GDP ratio
	0.032***
	0.030***
	0.028***
	0.027***
	0.031***
	0.029***
	0.037***

	
	[0.009]
	[0.009]
	[0.009]
	[0.009]
	[0.008]
	[0.009]
	[0.009]   

	MO
	0.014
	0.017*
	0.018*
	0.021**
	0.017*
	0.013
	0.019** 

	
	[0.009]
	[0.009]
	[0.009]
	[0.009]
	[0.009]
	[0.009]
	[0.009]   

	LogGDP-PC
	0.436**
	0.513***
	0.609***
	0.754***
	0.425***
	0.477***
	0.615***

	
	[0.176]
	[0.160]
	[0.155]
	[0.151]
	[0.153]
	[0.165]
	[0.158]   

	Constant
	-6.397***
	-8.019***
	-8.526***
	-9.493***
	-7.678***
	-7.421***
	-8.603***

	 
	[1.931]
	[1.771]
	[1.725]
	[1.687]
	[1.652]
	[1.714]
	[1.670]   

	No. of observations
	343
	343
	343
	343
	343
	343
	343

	Wald-chi2              
	127.350***
	137.450***
	132.400***
	133.160***
	168.900***
	141.590***
	149.670***


Source: Table by Authors, standard errors in brackets * p<0.1, ** p<0.05, *** p<0.01
Table C
Determinants of New Business Density (Emerging Markets) using DKSE method
	Variables
	Model_overall
	Model_1
	Model_2
	Model_3
	Model_4
	Model_5
	Model_6

	BCI
	-0.098
	-0.100
	-0.088
	-0.050
	-0.114
	-0.099
	-0.087

	
	[0.096]   
	[0.083]
	[0.103]
	[0.082]
	[0.092]
	[0.102]
	[0.089]   

	UA
	-5.048***
	-4.714***
	-5.790***
	-5.152***
	-5.181***
	-5.289***
	-4.847***

	
	[0.721]   
	[0.568]
	[0.893]
	[0.772]
	[0.821]
	[0.801]
	[0.545]   

	Institutional Variables
	 
	 
	 
	 
	 
	 
	 

	IQI
	-0.129
	
	
	
	
	
	

	
	[0.350]   
	
	
	
	
	
	

	(IQI)2
	-0.115
	
	
	
	
	
	

	
	[0.079]   
	
	
	
	
	
	

	CC
	
	1.217***
	
	
	
	
	               

	
	
	[0.179]
	
	
	
	
	               

	(CC)2
	
	0.403
	
	
	
	
	               

	
	
	[0.405]
	
	
	
	
	               

	GE
	
	
	0.473
	
	
	
	               

	
	
	
	[0.573]
	
	
	
	               

	(GE)2
	
	
	-1.134**
	
	
	
	               

	
	
	
	[0.386]
	
	
	
	               

	PSAV
	
	
	
	-0.055
	
	
	               

	
	
	
	
	[0.169]
	
	
	               

	(PSAV)2
	
	
	
	-1.177***
	
	
	               

	
	
	
	
	[0.353]
	
	
	               

	RQ
	
	
	
	
	1.458
	
	               

	
	
	
	
	
	[0.945]
	
	               

	(RQ)2
	
	
	
	
	-0.432
	
	               

	
	
	
	
	
	[0.711]
	
	               

	RoL
	
	
	
	
	
	0.539***
	               

	
	
	
	
	
	
	[0.149]
	               

	(RoL)2
	
	
	
	
	
	-0.63
	               

	
	
	
	
	
	
	[0.415]
	               

	VAA
	
	
	
	
	
	
	0.674***

	
	
	
	
	
	
	
	[0.168]   

	(VAA)2
	
	
	
	
	
	
	1.142*  

	
	
	
	
	
	
	
	[0.562]   

	Control Variables
	 
	 
	 
	 
	 
	 
	 

	GTE
	0.009
	0.006
	0.008
	0.01
	0.008
	0.007
	0.006

	
	[0.006]   
	[0.006]
	[0.006]
	[0.007]
	[0.005]
	[0.006]
	[0.005]   

	Patents/GDP ratio
	0.0451***
	0.038***
	0.038***
	0.042***
	0.041***
	0.040***
	0.0293* 

	
	[0.005]   
	[0.005]
	[0.005]
	[0.005]
	[0.006]
	[0.005]
	[0.011]   

	MO
	0.174***
	0.147***
	0.188***
	0.210***
	0.156***
	0.182***
	0.160***

	
	[0.023]   
	[0.0239]
	[0.0261]
	[0.0249]
	[0.0239]
	[0.0257]
	[0.0245]   

	LogGDP-PC
	0.768***
	0.793***
	1.531***
	0.661**
	0.803*
	1.126***
	0.812***

	
	[0.236]   
	[0.190]
	[0.410]
	[0.303]
	[0.431]
	[0.260]
	[0.122]   

	Constant
	-2.912
	-1.775
	-11.34
	-8.813
	-1.172
	-6.566
	-4.677

	
	[9.540]   
	[8.141]
	[9.567]
	[7.882]
	[9.299]
	[10.28]
	[9.395]   

	No. of observations               
	170
	170
	170
	170
	170
	170
	170

	R-Squared
	0.461
	0.482
	0.459
	0.504
	0.453
	0.452
	0.482

	F- statistics
	1215.640***
	754.360***
	1460.280***
	583.800***
	1851.840***
	514.270***
	760.610***


Source: Table by Authors, standard errors in brackets * p<0.1, ** p<0.05, *** p<0.01

Table D
Determinants of New Business Density (Developed Markets) using DKSE method
	Variables
	Model_overall
	Model_1
	Model_2
	Model_3
	Model_4
	Model_5
	Model_6

	BCI
	0.448***
	0.458***
	0.437***
	0.443***
	0.429***
	0.452***
	0.450***

	
	[0.116]   
	[0.141]
	[0.110]
	[0.114]
	[0.128]
	[0.127]
	[0.131]   

	UA
	-5.717***
	-5.312***
	-6.414***
	-6.204***
	-4.670***
	-5.859***
	-5.477***

	
	[0.952]   
	[1.009]
	[1.310]
	[1.079]
	[0.553]
	[1.210]
	[1.240]   

	Institutional Variables
	 
	 
	 
	 
	 
	 
	 

	IQI
	0.291
	
	
	
	
	
	

	
	[0.399]   
	
	
	
	
	
	

	CC
	
	1.05
	
	
	
	
	               

	
	
	[0.838]
	
	
	
	
	               

	GE
	
	
	-0.694
	
	
	
	               

	
	
	
	[0.809]
	
	
	
	               

	PSAV
	
	
	
	-0.199
	
	
	               

	
	
	
	
	[0.827]
	
	
	               

	RQ
	
	
	
	
	3.585**
	
	               

	
	
	
	
	
	[1.207]
	
	               

	RoL
	
	
	
	
	
	0.586
	               

	
	
	
	
	
	
	[0.798]
	               

	VAA
	
	
	
	
	
	
	3.35

	
	
	
	
	
	
	
	[2.065]   

	Control Variables
	 
	 
	 
	 
	 
	 
	 

	GTE
	0.022
	0.019
	0.028
	0.026
	0.0156
	0.022
	0.021

	
	[0.019]   
	[0.023]
	[0.021]
	[0.020]
	[0.018]
	[0.023]
	[0.023]   

	Pat-GDP Ratio
	6.595** 
	6.860**
	5.909**
	6.034**
	6.215**
	6.407**
	7.060** 

	
	[2.597]   
	[2.456]
	[2.465]
	[2.699]
	[2.275]
	[2.341]
	[2.729]   

	MO
	-0.027
	-0.032
	-0.014
	-0.023
	-0.096
	-0.028
	-0.024

	
	[0.045]   
	[0.052]
	[0.046]
	[0.037]
	[0.059]
	[0.051]
	[0.045]   

	LogGDP-PC
	-3.820***
	-3.939***
	-3.321***
	-3.522***
	-4.370***
	-3.781***
	-4.345***

	
	[0.898]   
	[1.056]
	[0.824]
	[0.936]
	[1.149]
	[0.891]
	[0.885]   

	Constant
	3.417
	2.808
	-0.454
	1.078
	11.93*
	2.295
	4.446

	
	[4.750]   
	[5.031]
	[5.834]
	[6.819]
	[5.847]
	[4.891]
	[4.695]   

	No. of obs.                            
	173
	173
	173
	173
	173
	173
	173

	R-Squared
	0.514
	0.519
	0.515
	0.512
	0.533
	0.514
	0.520

	F- statistics
	1102.850***
	265.420***
	715.930***
	240.740***
	116.220***
	493.150***
	154.470***


Source: Table by Authors, standard errors in brackets * p<0.1, ** p<0.05, *** p<0.01
