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Abstract: Entrepreneurship is an important way to promote economic and social development and 
improve people's livelihood. In recent years, through reforms such as simplified administration, 
decentralization, decentralization, and optimized services, the legal environment for small and medium-
sized enterprises 'entrepreneurship has been continuously optimized, institutional costs have continued 
to decrease, the law enforcement and judicial environment have continued to improve, awareness of 
law-abiding has continued to increase, and legal supervision has gained Strengthening, but the 
problems affecting the entrepreneurship of small and medium-sized enterprises in Guangzhou still exist. 
To give full play to the important role of Guangzhou small and medium-sized enterprises in enhancing 
the ability of entrepreneurship to drive employment, create a high-quality supply and expand effective 
demand, we must continue to optimize the legal environment for entrepreneurship. To optimize the 
legal environment for entrepreneurship in small and medium-sized enterprises in Guangzhou, we 
should proceed from the "five in one" of legislation, law enforcement, justice, law-abiding, and legal 
supervision, build a complete closed-loop and achieve a virtuous circle. 

Introduction 

In the early eighteenth century, the concept of "entrepreneur" was first proposed by Richard de 
Cantillon. Although the analysis of entrepreneurship began in the mid-18th century, only a few scholars 
at the Harvard Business School in the United States (Arthur Cole, Joseph Schumpeter, etc.) studied 
entrepreneurial activity until the end of World War II. The entrepreneurial theory we have today does 
not germinate until the end of World War II. 
Schumpeter (1934) believes that entrepreneurs of enterprises are constantly recombining the production 
factors of enterprises to achieve the role of innovation. It can be said that he believes that entrepreneurs 
are so-called "innovators". He also believes that entrepreneurs are reorganizing the industrial structure 
to rectify the production model. Or use a newer method to produce a new product, and flexibly apply a 
method from some other field to produce a new product. 

He feels that innovation is a kind of "revolution". Entrepreneurship requires results. How to judge 
successful entrepreneurship in an enterprise, he believes that his products need to be listed or 
recognized in the market, so he and entrepreneurship are not an equivalent concept. During the 
entrepreneurial period with Schumpeter as the representative, the focus was that entrepreneurship and 
innovation improved the ineffectiveness of the enterprise system, and readjusted the supply and 
demand market, which also promoted employment to a certain extent. However, such research on 
entrepreneurship during the Schumpeterian era gradually disappeared until the 1950s. From the current 
point of view, mainly because before the 1980s, researchers were still studying large-scale enterprise 
companies during that period, and they firmly believed that large companies can have more than small 
companies. More resources, and more influential, and at that time, many large-scale entrepreneurial 
enterprises in developed countries were developing at full speed, which also strengthened their ideas to 
a certain extent. Most scholars believe that there is no reason to study entrepreneurship. Even many 
scholars who have studied entrepreneurship no longer believe that entrepreneurial companies can 
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encourage innovation. For example, Galbraith made it clear that large organizations will dominate the 
economic trend, and the era of small startups is over. Schumpeter later believed that innovation is 
already a routine for large traditional enterprises, and its views are not the same as those of its previous 
book "Theory of Economic Development". 

Research Method 

The research methods in this paper include both traditional qualitative analysis and scientific 
quantitative analysis. 

Qualitative analysis is mainly a process of subjective and summary induction of target problems 
through the search of data and the understanding of related concepts. 

(1) Principal component analysis 
According to the availability of data, this paper established an indicator system of 33 indicators, 

using principal component analysis 
(Principal Component Analysis) quantitatively evaluates the entrepreneurial environment of small 

and medium-sized enterprises in Guangzhou, and ranks the strength of the entrepreneurial environment 
in each region of Guangzhou according to the results of principal component analysis. 

(2) Cluster analysis method 
Using cluster analysis (Cluster Analysis) to classify the activity level of the entrepreneurial growth 

environment of small and medium-sized enterprises in various regions of Guangzhou, determine the 
entrepreneurial active zone, entrepreneurial medium active zone, and entrepreneurial quiet zone. And 
the results of cluster analysis and principal component analysis are mutually checked, making the 
results of this paper more convincing. 
Applicability analysis of GEM framework selection 

According to the previous review of the research on the GEM framework, the comprehensive 
evaluation of the entrepreneurial environment using the GEM framework has been recognized and 
adopted by most scholars. Many scholars in the field of entrepreneurship at home and abroad have used 
the GEM framework to analyze entrepreneurial related theories. The GEM framework has a Very high 
application rate. It can be seen that the division of the nine dimensions of the entrepreneurial 
environment in the GEM framework is a scientific division method that has been considered and 
verified by many parties, and has high authority and practical value. 

The significance of optimizing the legal environment for entrepreneurship in small and medium-
sized enterprises in Guangzhou 

(1) Helping to support small and medium-sized enterprises 
The direct purpose of optimizing the legal environment for entrepreneurship in SMEs in Guangzhou 

is to support SMEs 'entrepreneurship, remove legal barriers to SMEs' entrepreneurship, guide SMEs 
'entrepreneurship following the law, standardize management and operations, and promote SMEs' entry 
into emerging industries. Develop new products, open up new markets, and form a good situation for 
small and medium-sized enterprises to "grow a hundred flowers". To create a fair and competitive 
environment for entrepreneurial rule of law, so that college entrepreneurs, migrant workers, retired 
soldiers, unemployed and other entrepreneurial subjects with dreams, wills, and abilities can "get fish 
out of water", increase income through entrepreneurship, and improve people's livelihood. 

(2) The status quo of the entrepreneurial environment of small and medium-sized enterprises in the 
Guangzhou region is analyzed from the overall and 9 aspects of the GEM framework 
The systematic analysis lays the foundation for the establishment of the following index system. 

(3) Based on the GEM framework, an innovative evaluation index system was constructed from 9 
aspects, and the principal component analysis method was used practical meaning. 
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Classify the level of entrepreneurial activity 

According to the CPEA score, the activity level of the entrepreneurial activities in the region can be 
divided into the following categories. Don't Quiet areas for entrepreneurial activities, inactive areas for 
entrepreneurial activities, general active areas for entrepreneurial activities and highly active areas for 
entrepreneurial activities. 

As far as Guangzhou is concerned, Baiyun District belongs to the general active area for 
entrepreneurial activities, Conghua District belongs to the inactive area for entrepreneurial activities, 
and Zengcheng District belongs to the quiet area for entrepreneurial activities. This shows that 
Zengcheng is an entrepreneurial activity in the region 
One of the most inactive areas, so Guangzhou should take measures to nurture the entrepreneurial 
environment for SMEs in these areas and accelerate economic development. 

Strengthen the judicial guarantees for entrepreneurship of small, medium and micro enterprises 

To clarify the basic principles of providing a judicial guarantee for the entrepreneurial innovation 
development of small and medium-sized enterprises. As for the various innovative measures introduced 
by various regions to support the development of small and medium-sized enterprises, as long as the 
law does not have prohibitive provisions, does not violate the spirit of the legislation, and is conducive 
to the development of small and medium-sized enterprises, it must be given strong judicial support. 
Equally protect the legal rights and interests of SMEs 'property rights, business autonomy, and equal 
competition rights, and punish various illegal and criminal acts that embezzle and embezzle SMEs' 
assets and damage SMEs 'property rights and interests; ensure the application of litigation procedures 
and substantive processing results It is treated fairly and boosts the confidence of entrepreneurs; 
through the exercise of judicial functions, it promotes the equal competition and common development 
of various ownership economies. Comprehensively strengthen the mediation of civil and commercial 
cases involving small and medium-sized enterprises, reconciliation of minor criminal cases, 
coordination of administrative cases and enforcement of reconciliation cases, mediation should be 
conducted first for cases that have the possibility of mediation, and cases that cannot be mediated must 
be judged on time. Resolve disputes; promote coordination with local industry associations, chambers 
of commerce, and other organizations, and take advantage of intermediary organizations such as law 
firms to participate in dispute resolution. Overall coordination principle. We should focus on 
supporting small businesses, start-up micro-enterprises and cultivating a batch of entrepreneurial, 
innovative, export-oriented, supporting, and brand-based SMEs, maintain market orientation, make 
overall consideration, and establish and improve judicial work mechanisms, Fair and efficient hearing 
and execution of various cases involving small and medium-sized enterprises, to achieve the unification 
of justice and proper and reasonable according to law, and to enhance the compatibility of judicial 
work with the development policies of small and medium-sized enterprises and market needs. 

As explained in the previous article, entrepreneurship is only valued by people in the new century, 
and the time lag until it reaches the country has made relatively little research on the evaluation of the 
entrepreneurial environment in China. By searching databases such as CNKI, Wanfang, Weipu, etc., 
enter the two keywords "entrepreneurship environment" + "evaluation" in the "title" column, a total of 
64 papers were searched, including master's degree thesis, conference paper Periodicals, newspapers, 
etc. As can be seen from Figure 1, although there are relatively few studies on the evaluation of the 
entrepreneurial environment in China compared with "entrepreneurship", it also shows a general trend 
of the increasing year by year. 
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Figure 1. The status of domestic literature research on entrepreneurial environment evaluation 

However, most scholars have adopted a traditional questionnaire method to subjectively and 
qualitatively measure the entrepreneurial environment. Based on the nine dimensions of GEM, this 
article innovates the nine dimensions for further classification and data collection, establishes a more 
comprehensive and scientific entrepreneurial environment evaluation system, and uses the 
measurement methods of principal component analysis and cluster analysis. The aim is to conduct a 
more reliable measurement and evaluation of the entrepreneurial environment of small and medium-
sized enterprises in Guangzhou, making the results more convincing. The research in this paper will 
promote the further development of the evaluation method of the entrepreneurial environment. 

 
Figure 2. Principal Component Analysis 

From the principal component analysis results, a total of 6 principal factors were extracted. The first 
principal factor is the most important, which can explain the total variance of 60.643% in the data, and 
the second to sixth principal factors can explain 15.887%, 9.989%, The total variance of 7.753%, 
6.335%, and 5.189%, a total of 6 factors explained the variance of 95.765%. Through such results, we 
selected these six factors to describe and analyze the entrepreneurial environment of industrial SMEs in 
the county. 

Here, the rotation method we use is the quartile rotation method with Kaiser standardization. From 
the load matrix after rotation, the first principal components are X3, X7, X9, X10, X11, X15, X16, X17, 
X19, and X21. The second principal components are X1, X8, X20, X21, X22, X25, X26, and 28 have 
larger loads, the third principal component has X23 and X27, and the fourth principal component has 
X5, X6, X29, X30, X31, X33, and the fifth principal component has X2. , X4, X14 load is large, the 
sixth main component is X12, X18, X32 load is large. Below, we can use these six main factors to 
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describe the entrepreneurial environment in a certain area. Comparison of principal component analysis 
(PCA) and cluster analysis (CA) results .Table 1 Comparison of PCA and CA score results 

Table 1. Comparison of PCA and CA score results 

Area PCA mark PCA range level 

Tianhe  2.73822 1 1 

Haizhou  1.11517 3 2 

Panyu  -1.422367 9 2 

Huangpu  
 

-1.4844 10 2 

Qiao  -1.20429 6 2 
Baiyun  1.61927 2 3 

Tawan  -1.26184 11 2 

Hadu  -1.41752 5 3 

Nansha  -1.42754 7 3 
Songhua  1.14027 4 3 

Zeng Cheng  -1.35375 8 2 
It can be seen from Table 1 that Tianhe Go, which is ranked first by PCA, is the first category in 

cluster analysis; areas with CA ranking 2-6 are clustered into the second category in cluster analysis; 
PCA ranks 7-11 Regions are clustered into the third category in cluster analysis. The results of the two 
methods are completely consistent, which fully proves the rationality of the index system and the 
reliability of the data. The combination of the two methods makes the results of this paper more 
convincing. 

Summary 

This study builds an entrepreneurial environment evaluation index system based on the nine 
dimensions of the GEM framework and uses principal component analysis (PCA) and cluster analysis 
(CA) to analyze and test the data through SPSS19.0 software, thus evaluating Guangzhou City. The 
entrepreneurial environment in each county within the county is quantitatively evaluated and divided 
into categories, and the reasons for the imbalance of the entrepreneurial environment in Guangzhou are 
found and classified. Finally, it provides targeted policy recommendations for optimizing the 
entrepreneurial environment of small and medium-sized enterprises in Guangzhou's counties. The 
Global Entrepreneurship Observation GEM Framework is a highly practical model framework. When 
evaluating the entrepreneurial environment of small and medium-sized enterprises in counties, the 
classification of entrepreneurial environment elements and the establishment of an indicator system has 
high guiding significance. 
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