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PREFACE

Preface

by
Lamia Kamal-Chaoui

Nearly a decade after the onset of the economic crisis that hit the majority of OECD
countries, labour market conditions are beginning to improve. Jobs are being created and
economic growth is returning to many OECD economies and European Union Member
States. But these headlines hide several remaining challenges. First, productivity growth
has slowed down over the last decade, reviving fears that we are entering a period of poor
growth and low job creation. One of the main challenges facing our economies is
re-launching productivity growth, a key driver of long-term economic growth. This is why
it is crucial to invest in knowledge, skills and abilities.

A second challenge has been the rise in inequality. This reflects slow growth in real
wages as well as an increasing dispersion in average wages paid across firms, both within
regions as well as across regions. This has contributed to a growing discontent as too many
people are feeling “left behind”. Despite the clear benefits of globalisation, there is a
widespread feeling that those benefits have been concentrated in a few hands and this has
helped fuel the discontent.

The 2017 edition of the Missing Entrepreneurs underlines the need to continue to
encourage and support entrepreneurship, especially for groups that are under-represented
and disadvantaged in the labour market, i.e. women, youth, seniors, the unemployed and
immigrants. Supporting these groups with entrepreneurship training, coaching and
mentoring and an opportunity to launch a business can help people create their own job,
or equip them with more skills and experience to help them move into employment.
Increasing the level of labour market activity of these groups, as well as strengthening their
labour market attachment, will improve the standard of living for many individuals and
can contribute to growth by activating under-utilised economic resources.

But policy makers must be careful in pursuing this objective. Although this report
clearly shows that entrepreneurs from under-represented and disadvantaged groups have
the potential to operate high value-added businesses, many will not. Caution is therefore
needed when supporting entrepreneurs from these groups because self-employment is not
suitable for everyone. Furthermore, it can be dangerous for public policy to support
individuals in business creation when they have little chance for success. A business
failure could have significant financial and psychological consequences for individuals. It
is therefore important to favour supporting projects with innovative ideas.

The OECD would like to thank the European Commission for their partnership on this
important programme of work. This body of work on inclusive entrepreneurship policy has
built up an evidence base on the level and quality of entrepreneurship activities
undertaken by people who face the greatest challenges in the labour market, and has
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provided valuable policy advice to local, regional and national policy makers and
practitioners on the most effective approaches to designing and implementing inclusive
entrepreneurship policies and programmes.

Lamia Kamal-Chaoui
Director,
Centre for Entrepreneurship, SMEs, Local Development and Tourism, OECD
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PREFACE

Preface

by
Michel Servoz

The economies of the 28 Member States of the European Union are more than ever
picking up. Since 2013, ten million jobs have been created in the EU. The unemployment
rate is at its lowest since 2008. For the first time, unemployment has shrunk in all EU
Member States, compared to the previous year. These results indicate that Europe is ready
to turn the page of the crisis.

Nevertheless, differences in performances are outstanding and unemployment
remains still too high in several Member States, some regions and among certain groups.
Young people and workers with a migrant background in particular are worse off than
others. Their employment rate is falling further below the average rate and remains
substantially below the level of ten years earlier, despite some improvements since 2013.
The gender employment gap may have been shrinking over the last ten years, but is still a
reality: only 65.3% women are in employment, which is significantly lower than the
average employment rate of 71%.

These results show the big need for target-group-specific employment policy action.
Inclusive entrepreneurship policies, supporting entrepreneurship for under-represented
groups and the unemployed can be part of that. This fourth edition of the ‘The Missing
Entrepreneurs’ maps the barriers to entrepreneurship the above groups are facing and
possible tools for policy makers to help those with sound business ideas in creating
sustainable quality businesses.

Addressing labour market disparities, while responding to the rapid changes and
challenges in our societies and the world of work, the ageing of our work force, the impact
of digitalisation and globalisation - is exactly at the heart of the European Pillar of Social
Rights we launched in April 2017. Along twenty key principles, the Pillar serves as a
compass towards labour markets that are fair and function well. It should also be a driver
for a renewed progress of convergence towards better working and living conditions among
participating Member States.

Inclusive entrepreneurship policies and programmes perfectly feed into the
principles, the scope and the purpose of the Pillar. Even though it will not solve all of the
labour market and economic challenges we face, it has an important role to play in getting
more people into employment while fighting social inequalities in our societies.

I thank the OECD for its partnership on the inclusive entrepreneurship work
programme. We hope that local, regional and national authorities, as well as the social
partners, and civil society at large in Member States will read and use this report, seek
inspiration and advice for developing strong policies and programmes that support all in
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entrepreneurship. Building an inclusive, fair and competitive European Union is a joint
responsibility that we all share.

ikt

Michel Servoz,
Director-General,
Directorate General for Employment, Social Affairs and Inclusion, European Commission
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FOREWORD

Foreword

Inclusiue entrepreneurship policies aim to offer all people an equal opportunity to create a
sustainable business, whatever their social group or background. This is an important requirement
for achieving the goal of smart, sustainable and inclusive growth set out in the Europe 2020 strategy.
It is also a means to respond to new economic challenges, to create jobs and to fight social and
financial exclusion. Among the key targets of inclusive entrepreneurship policies and programmes
are women, youth, seniors, the unemployed, immigrants and people with disabilities, who all
continue to face challenges in the labour market and are under-represented or disadvantaged in
entrepreneurship. The Missing Entrepreneurs series of publications of the Organisation for
Economic Co-operation and Development (OECD) and the European Union discuss how public
policies and programmes can support inclusive entrepreneurship. This includes refining regulatory
and welfare institutions, facilitating access to finance, building entrepreneurship skills through
training, coaching and mentoring, strengthening entrepreneurial culture and networks for target
groups, and putting strategies and actions together for inclusive entrepreneurship in a co-ordinated
and targeted way. Governments are increasingly recognising the challenge of inclusive
entrepreneurship, but there is still much to do to spread good practice.

This fourth edition of The Missing Entrepreneurs contains several new features relative to
earlier editions in this series. In addition to containing updated data, many figures in this edition now
include data for OECD economies in addition to European Union Member States. Second, the book
benefits from a new network of policy makers and entrepreneurship stakeholders in all EU Member
States who design and deliver inclusive entrepreneurship policies and programmes. This network was
used to systematically collect information on recent developments in inclusive entrepreneurship policy
and this intelligence is featured throughout the report and in this edition’s country profiles.

The report is organised in three sections. The first presents data on the level and quality of self-
employment and entrepreneurship activities by key social target groups such as women, youth,
seniors, the unemployed and immigrants, as well as on the barriers that they face. The second section
contains two chapters that examine timely policy issues, namely measuring and improving the
quality of self-employment work and the potential for entrepreneurship policy to be used as an
adjustment mechanism in major firm restructuring. Finally, the third section of this report provides
a snapshot of inclusive entrepreneurship policy in each European Union Member State. Each Country
Profile presents recent trends in self-employment and entrepreneurship activities by women, youth
and seniors, as well as the current “hot” policy issue in the Member State and recent policy
developments. Key inclusive entrepreneurship indicators are also included in each country profile.

In addition to this series of Missing Entrepreneurs reports, the joint OECD-European Union
collaboration on inclusive entrepreneurship produces policy briefs, country-level policy reviews and
capacity building seminars. A good practice compendium book has also been produced and work is
ongoing on a new online tool to support the design and development of inclusive entrepreneurship
policies and programmes. This online tool is expected to be launched in 2018.
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Executive summary

Inclusive entrepreneurship policies seek to ensure that all people have an opportunity to
be successful as an entrepreneur. This includes policies and programmes that help people
from groups that are under-represented and disadvantaged in the labour market
(i.e. women, youth, seniors, the unemployed, immigrants and people with disabilities) in
starting and growing businesses. The objective is to move more people into work via self-
employment to allow people an opportunity to participate economically and socially, and
to generate income for themselves. Policy makers should seek to support those with
innovative ideas to increase their chances of survival and to minimise negative outcomes
in the market such as displacement. However another important outcome is that people
can acquire skills and experience by participating in entrepreneurship programmes and by
starting businesses, increasing their employability.

Entrepreneurship among under-represented and disadvantaged groups

There were 30.6 million self-employed people in the European Union in 2016, of which
nearly 10.0 million were women, 763 300 were youth, 11.8 million were seniors, 635 000 were
unemployed (in 2015) and 3.4 million were immigrants. While there are overlaps between
these groups, it is clear that entrepreneurs from under-represented and disadvantaged
groups are significant in number. Yet these groups are under-represented relative to their
share in employment. For example, women are only half as likely as men to be self-employed
and only 4.1% of working youth were self-employed. There is unrealised entrepreneurial
potential among these groups that public policy can help unlock.

To increase the quantity and quality of entrepreneurship activities by these groups it is
important to understand the barriers that they face in business creation. This report shows,
for example, that women are less likely to report that they have the skills and knowledge to
start a business than men (34.1% vs. 49.9% for men in the European Union between 2012 and
2016, and 36.8% vs. 51.2% for men in OECD countries). Similarly, youth also face challenges
due to a lack of skills and experience in the labour market, while the barriers faced by seniors
vary depending on individual circumstances, entrepreneurial intentions and experience.
Public policy needs to be designed to help people from these groups have an equal
opportunity to be successful in entrepreneurship, regardless of personal characteristics and
background.

Improving the quality of self-employment for under-represented
and disadvantaged groups

Inclusive entrepreneurship policies have an important role in addressing the quality of
the businesses started by people from these under-represented and disadvantaged social
groups. Many of the businesses operated by women, youth, seniors, the formerly
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unemployed and immigrants are small, have low levels of turnover and lower survival rates
than those started by the mainstream population. Improving the quality of these businesses
will have a direct impact on the entrepreneur’s life by increasing their income, standard of
living, and well-being. There are also benefits for the economy as higher quality businesses
are less likely to exit and make a greater contribution to aggregate economic performance. It
is clear that public policy should seek to support those with innovative ideas since they have
the greatest likelihood of growing and creating jobs for other people. This calls for offering
the suite of traditional entrepreneurship policy instruments (e.g. entrepreneurship training,
coaching and mentoring, finance) with progressive intensity for those who can demonstrate
success.

Policy makers are also increasingly concerned with new forms of work and self-
employment, notably work organised through online platforms and mobile applications.
Some of this work may be high-quality freelance work that provides workers with a great
deal of flexibility in their tasks and workflows. Many people are able to generate high income
levels with this type of work. However, some of these work arrangements are precarious,
including dependent self-employment (i.e. those with one client) and “false” self-
employment (i.e. self-employed people who effectively work as employees), which present
different challenges for policy makers. These forms of work tend to be low-quality since
these workers assume all of the risks of self-employment but reap none of the benefits. To
address this issue, policy makers should use a multi-pronged approach to combat false self-
employment that includes removing tax incentives for false self-employment, educating
employers and the self-employment about the risks of false self-employment, improve
access to social security for the self-employed and improving the incentives to hire
employees.

Entrepreneurship as an adjustment mechanism in major firm restructuring

Globalisation has increased competition among firms. This has resulted in many
benefits for consumers but also puts many workers at risk of losing their job as firms
continually look for ways to become more efficient and competitive. In 2016, there were
88 cases of large-scale restructuring in the European Union that resulted in more than
1 000 jobs lost in each case. This can be catastrophic for individuals who are displaced, and
also for cities that lose major employers. Self-employment support can be part of the suite
of policy actions to help move displaced workers back to work. There are various business
creation scenarios for displaced workers, including a buy-out by former employees of the
firm or parts of the firm; former employees exploiting intellectual property belonging to
the restructuring firm; and former employees starting unrelated businesses.

Policy makers need to design self-employment support offers in partnership with
other key actors including the public employment service, the restructuring firm and
unions. This response needs to be tailored to the context as most displaced workers who
become successful entrepreneurs developed their idea while they were working for their
former employee. However, the policy response also needs to be on an appropriate scale as
only about 5% of displaced workers become self-employed. Keys to successfully supporting
this transition include building effective partnerships between all actors involved,
ensuring timely interventions, strong leadership from the local government and delivering
a suite of well-designed programmes that match the context and needs of the displaced
workers.
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Reader’s guide

This reader’s guide provides information and methodological notes on the data
sources used in this book: 1) OECD-Eurostat Entrepreneurship Indicators Programme,
2) Eurostat Labour Force Survey, 3) Global Entrepreneurship Monitor, 4) Eurostat
Statistics on Income and Living Conditions, and 5) Eurofound European Working
Conditions Survey.

I his section provides information on the main data sources used in this book. It also
provides methodological notes and explains the key statistical concepts used. Links and
references are provided for readers who wish to obtain further information.

It is important to note that since this book draws on several data sources, the concepts
and definitions used in the different sources are not always consistent. This is most apparent
when presenting data by age. For example, Eurostat covers people in the labour force survey as
young as 15 years old. Thus, Eurostat defines youth as those 15-24 years old. Other data
sources, such as the Global Entrepreneurship Monitor survey those 18-64 years old and
consequently define youth differently. The Global Entrepreneurship Monitor defines youth as
those aged 18-30 years old. The same issue arises for data covering older entrepreneurs. Efforts
are made to harmonise the data reported to the greatest extent possible but differences
remain. The figures and text clearly highlight the definitions presented and discussed.

OECD-Eurostat Entrepreneurship Indicators Programme

The OECD-Eurostat Entrepreneurship Indicators Programme (EIP), jointly conducted
by the OECD Statistics Directorate and Eurostat, is aimed at the development of policy-
relevant and internationally-comparable indicators of entrepreneurship to support
analytical and policy work on entrepreneurship. To that purpose, the programme has
developed a framework for addressing and measuring entrepreneurship and a methodology for the
production of harmonised entrepreneurship statistics. The framework introduces a conceptual
distinction between entrepreneurial performance (i.e. how much entrepreneurship, what
type), the determinants of entrepreneurship (i.e. what factors affect entrepreneurial
performance), and the social and economic impacts of entrepreneurship.

A characterising feature of the programme, which clearly differentiates the EIP from
other international initiatives, is the direct involvement of the National Statistical Offices
(NSOs) of OECD, other European Union and partner countries in the production of
harmonised statistics on entrepreneurship. The production has so far concerned a core set
of indicators of entrepreneurial performance, namely business demography statistics on
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the birth, death, survival and growth of enterprises, as well as statistics on the contribution
of firm births and deaths to employment creation and destruction. The official statistics
are produced annually by the NSOs, according to the methodology of the Eurostat-OECD
Manual on Business Demography Statistics (2007, www.oecd.org/std/39974460.pdf). The
database covers approximately 25 countries and is updated annually (http://stats.oecd.org/).

The methodology recommends the use of business registers to compute business
demography indicators. In order to increase international comparability, and in light of the
exclusion of non-employer firms from the business register of some countries, the relevant
statistical unit for the EIP business demography data is the enterprise with at least one
employee. Employer firms are also traditionally seen as economically more relevant for
their contribution to job creation and higher likelihood to innovate.

As a long-term programme, the EIP has been designed to respond to emerging
information needs expressed by policy makers and the research community. In that
perspective, the programme has recently addressed the question of measuring green
entrepreneurship, and started a collection of indicators of women entrepreneurship. Also, to
respond to the request for up-to-date, quarterly information, the programme has developed a
new series of “Timely Indicators of Entrepreneurship”, which provide recent trends in new
firm creations and bankruptcies. In the area of determinants, the EIP has undertaken research
to deepen the understanding of the international comparability of venture capital data.

The annual publication Entrepreneurship at a Glance (www.oecd-ilibrary.org/industry-and-
services/entrepreneurship-at-a-glance_22266941) presents the main results and developments
of the EIP.

Box 1. The OECD-Eurostat definition of entrepreneurship

The OECD-Eurostat Entrepreneurship Indicators Programme, launched in 2006, has developed definitions
of the entrepreneur, entrepreneurship and entrepreneurial activity for the purpose of supporting the
development of related indicators. The programme acknowledges the contention and different
perspectives between researchers who confront this issue. It deliberately adopts a pragmatic approach
based on two principles, relevance and measurability. Importantly, the definitions set out by the OECD and
Eurostat emphasise the dynamic nature of entrepreneurial activity and focus attention on action rather
than intentions. They are proposed to guide the collection and analysis of data sets:

Entrepreneurs are those persons (business owners) who seek to generate value, through the creation or
expansion of economic activity, by identifying and exploiting new products, processes or markets.

Entrepreneurial activity is the enterprising human action in pursuit of the generation of value, through the
creation or expansion of economic activity, by identifying and exploiting new products, processes or markets.

Entrepreneurship is the phenomenon associated with entrepreneurial activity.

These definitions differentiate entrepreneurial activity from “ordinary” business activity, and additionally:
i) indicate that corporations and other enterprises can be entrepreneurial, though only the people in control
and owners of organisations can be considered entrepreneurs, ii) emphasise that entrepreneurial action is
manifested rather than planned or intended, iii) do not equate entrepreneurial activity with the formation
of any particular “vehicle”, whether formal, such as an incorporated entity, or informal, although they do
allow measurement to reflect particular vehicles as embodying entrepreneurial activity, and iv) although
defined in the context of businesses they incorporate economic, social and cultural value created.

Source: Ahmad, A. and R. Seymour (2008), “Defining Entrepreneurial Activity: Definitions Supporting Frameworks for Data Collection”,
OECD Statistics Working Papers 2008/1, OECD Publishing.
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Box 2. The Entrepreneurship Indicators Programme (EIP) framework
for addressing and measuring entrepreneurship

The EIP recognises that no single indicator can adequately cover the complexity of entrepreneurship, and
it has therefore developed a set of measures to capture different aspects or different types of
entrepreneurship. These measures are referred to as indicators of entrepreneurial performance and are
conceived to assist the analysis of key questions such as: What is the rate of creation of new businesses in a
country? How many jobs do they create? How many start-ups survive in the first years following creation? Will young
firms innovate or export? Are there more firms created by men or women? Do they set up businesses in the same sectors?

Also, the programme takes a more comprehensive approach to the measurement of entrepreneurship by
looking not only at the manifestation of the entrepreneurial phenomenon but also at the factors that
influence it. These factors range from market conditions and regulatory frameworks, to culture and
conditions of access to finance. Some of the determinants are more easily measured (e.g. the existence and
restrictiveness of anti-trust law or the administrative costs to set-up a new business in a country), while for
other determinants the difficulty resides in finding suitable measures (e.g. venture capital and angel capital)
and/or in comprehending the exact nature of their relationship with entrepreneurship (e.g. culture). The EIP
aims to advance research on these less understood, less measurable determinants of entrepreneurship.

Determinants Entrepreneurial Impact
performance
Regulatory Market Access to Knowledge Entrepreneurial Culture Firm based Job creation
framework conditions finance creation and capabilities
diffusion
Administrative Anti-trust Access R&D investment Training and Risk attitude in society Employment Economic growth
burdens for entry laws to debt financ- experience of based
ing entrepreneurs
Administrative Competition  Business University/ Business and Attitudes towards Wealth Poverty
burdens for growth angels industry interface  entrepreneurship  entrepreneurs reduction
education (skills

Bankruptcy Access to Access to VG Technological co- ~ Entrepreneurship  Desire Formalising
regulations the domestic operation between infrastructure for business the informal

market firms ownership sector
Safety, healthand  Access to Access to Technology Immigration Entrepreneurship
environmental foreign other types of diffusion education (mind-set)
regulations markets equity
Product regulation ~ Degree Stock Broadband access

of public markets

involvement
Labourl market Public Firms Employment Wealth
regulation procurement
Court and legal Employer enterprise birth ~ Share of high Share of high growth firms
framework rates growth firms

(by employment)

Social and health Employer enterprise death ~ Share of gazelles Share of gazelles
security rates (employment)
Income taxes; Business churn Ownership rate Value added, young or small
wealth/bequest start-ups
taxes
Business and Patent Net business Ownership rates Productivity contribution,
capital taxes system; population growth business population young or small firms

standards

Survival rates at

Employment in 3 and

Innovation performance,

3 and 5 years 5 year old firms young or small firms
Export performance, young

or small firms

Proportion of 3 and Average firm size

5 year old firms

after 3 and 5 years

Source: OECD (2016), Entrepreneurship at a Glance 2016, OECD Publishing, Paris.
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Eurostat Labour Force Survey

The Eurostat Labour Force Survey is a monthly household survey in all EU Member
States that captures information on labour market activities (Eurostat, 2017a). This report
focuses on the self-employment data available from the Labour Force Survey. Eurostat
defines self-employed people as those who work in their own business, farm or
professional practice and receive some form of economic return for their labour. This
includes wages, profits, in-kind benefits or family gain (for family workers). Volunteer
workers are excluded from this definition. The purpose of the business has no bearing on
the self-employment status of individuals; in other words the business could have profit
motives or be a non-profit or social enterprise.

It is possible for self-employed workers to own a business with one or more people.
This does not have an impact on their status as a self-employed person as long as they are
working directly for the business. In these cases, there could be more than one self-
employed person in the same business. For example, each member of a partnership would
be counted as self-employed as long as the business was their principal labour market
activity. However, business owners are excluded from the count of self-employed people if
they are not involved in the day-to-day operation of the business.

There are different self-employment concepts:

e Own-account self-employed are those self-employed people that do not have other employees
working for them;

e Employers are self-employed people that have employees;

e The self-employment rate is defined as the number of self-employed people, both own-
account self-employed and employers (i.e. self-employed people with employees), relative
to the number of employed people.

For more information on the Eurostat Labour Force Survey, please refer to:
http://ec.europa.eu/eurostat/web/labour-market/methodology.

The Global Entrepreneurship Monitor

The Global Entrepreneurship Monitor (GEM) is an international initiative that
measures entrepreneurship activities and attitudes around the world through annual
household surveys of the adult population (ages 18 and older) in participating countries. It
provides responses from interviewed adults on their reported attitudes towards
entrepreneurship, their pre-start-up activities, their work on the initial phase of their firm,
their involvement in the established phase of the firm and their business closures. Since
1999, nearly 100 countries have been surveyed.

Unlike business enterprise surveys, the GEM surveys households (people) so it can
identify those involved in different phases of entrepreneurship. Since the unit of analysis
in this survey is the individual rather than the enterprise, it allows for the collection
of information on entrepreneurial motivations, aspirations and other individual
characteristics.

The GEM adult population survey covered 65 countries in 2016, the most recent year
for which data are available. The sample size in each country ranges from approximately
2 000 in most countries (a small number of surveyed countries had sample sizes of
approximately 1 600) to 22 000 in Spain. To improve the reliability of the results for the
different social target groups (i.e. men, women, youth and seniors), data presented in this
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report were pooled (i.e. combined) for each country over the years 2012 to 2016. Over the
2012-16 period, all European Union Member States were surveyed except for Malta. The
total sample size for all European Union countries covered over this period was 374 941.
Survey responses are weighted by age and gender to make the results representative of the
national population.

Several GEM indicators are presented in this report:

e The Nascent Entrepreneurship Rate is the proportion of the population that is actively
involved in setting up a business they will own or co-own; this business has not paid
salaries, wages or any other payments to the owners for more than three months.

e The New Business Ownership Rate is the proportion of the population that is currently an
owner-manager of a new business that has paid salaries, wages or any other payments
to the owners for more than three months, but not more than 42 months.

e The most well-known measure that the GEM publishes is the Total Early-stage
Entrepreneurial Activity (TEA) Index, which is the sum of the proportion of the population
involved in nascent entrepreneurship activities and those who have started new
business within the last 42 months. This is a measure of the stage in advance of the start
of a new firm (nascent entrepreneurship) and the stage directly after the start of a new
firm (owning-managing a new firm).

e The GEM’s Established Business Ownership Rate measures the proportion of the population
that is currently an owner-manager of an established business that has paid salaries,
wages or any other payments to the owners for more than 42 months. This measure
provides information on the stock of businesses in an economy.

Box 3. Distinctions between self-employment and business
creation and ownership data

The self-employment data presented in this book come from the Eurostat Labour Force
Survey. Those data cover owner-managers of businesses who pay themselves profits or
salaries from work that they undertake on their own account in the business and who
declare themselves as self-employed. Self-employment data pick up people who generally
employ only themselves or very few people in non-incorporated businesses. People
running larger incorporated businesses generally do not declare themselves self-employed
because they appear on the payrolls of their businesses and are therefore considered
employees. The data also exclude individuals who are in the process of setting up a
business but have not yet realised its creation and business owners who are not active in
the day-to-day operations of the business.

Other data in this book come from the Global Entrepreneurship Monitor. These data
cover individuals who report that they are actively trying to start or are already operating
their own business or any type of self-employment or selling goods or services to others.
This is a broader definition than that used for the self-employment data. Self-employed
people are included together with all other types of business owners. In particular, owner-
managers of incorporated businesses are included here, whereas they are excluded from
the self-employment data. The Global Entrepreneurship Monitor also includes individuals
who may be running businesses as a secondary activity, whereas the data from the Labour
Force Survey report on the principal labour market activity. Therefore, the self-
employment counts will only capture those who spend more time in self-employment
than employment, whereas the GEM data include part-time entrepreneurs.
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For more information on methodologies used by the Global Entrepreneurship Monitor, please
refer to the 2016-17 GEM Global Report (GEM, 2016), available at: http://gemconsortium.org/report.

Eurostat Statistics on Income and Living Conditions

The European Union Statistics on Income and Living Conditions (EU-SILC) is a
framework that allows for the collection of timely and comparable data on income, poverty,
social exclusion and living conditions (Eurostat, 2017b). The data are collected in all
28 European Union Member States, as well as in Iceland, Norway, Switzerland and Turkey.

Two types of annual data are collected. Cross-sectional data are collected pertaining to
a given time or a certain time period with variables on income, poverty, social exclusion
and other living conditions. In addition, longitudinal data are collected pertaining to
individual-level changes over time, observed periodically over a four-year period. Social
exclusion and housing condition data are gathered from households and labour, education
and health information is gathered from individuals.

For more information on Statistics on Income and Living Conditions, please see:
http://ec.europa.eu/eurostat/web/income-and-living-conditions/methodology.

Eurofound European Working Conditions Survey

The sixth European Working Conditions Survey (EWCS) was conducted in 2015. The survey
covers those 15 years old and older that were in employment at the time of the survey. People
were considered in employment if they had worked for pay or profit for at least one hour in the
preceding week. The survey was undertaken in 35 European countries (all 28 European Union
Member States plus Croatia, Turkey, the former Yugoslav Republic of Macedonia, Albania,
Montenegro, Kosovo and Norway). Approximately 44 000 people were interviewed.

The main topics covered in the sixth EWCS include physical environment of work;
working time quality; work intensity; social environment; skills and discretion; earnings
and career prospects; sustainability of work; work-life balance and financial security;
health and well-being.

For more information on the EWCS, please see the overview report for the 6th EWCS
(Eurofound, 2016), available at: www.eurofound.europa.eu/sites/default/files/ef_publication/
field_ef_document/ef1634en.pdyf.
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Chapter 1

Inclusive entrepreneurship policy

This chapter describes the objectives of inclusive entrepreneurship policies and
discusses their role in addressing social exclusion and stimulating economic growth.
It also highlights recent trends in self-employment such as the growth of solo self-
employment and the emergence of self-employment work in the digital economy. The
chapter sets out the key policy issues that are examined in this report, including the
quality of self-employment work and the potential for entrepreneurship policy to be
used as a tool for addressing job loss due to major firm restructuring. Key findings
and messages from the report are included.
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Opening up entrepreneurship for all

Entrepreneurship plays an important role in the economy as it is a driver of innovation
and job creation (see the Reader’s Guide for the OECD-Eurostat definition of
entrepreneurship). It also holds potential for strengthening social inclusion by giving
another option for earning income and contributing to society. However, this potential will
not be realised until everyone has an equal opportunity to start business and be success in
self-employment. This is not yet the case as many social target groups are greatly under-
represented in entrepreneurship. Women in the European Union, for example, are only
57% as likely as men to be self-employed.

Inclusive entrepreneurship policies aim to ensure that all people, regardless of their
personal characteristics and background, have an equal opportunity to start and run their
own businesses. This includes all types of businesses: incorporated and unincorporated
businesses, for-profit and not-for-profit businesses as well as social enterprises, full-time
and part-time businesses, those in a dedicated premise and home-based businesses. These
activities could be undertaken by an individual or a group.

These policies typically target groups that are under-represented in entrepreneurship,
or that face greater barriers to business creation and self-employment. These target groups
typically include women, youth, immigrants and ethnic minority groups, the unemployed,
seniors, and people with disabilities. In some countries, other groups may be of particular
importance too, such as the Roma minority in several Eastern European countries.

The objective of inclusive entrepreneurship policies is twofold. First, they seek to
ensure that people in these groups are aware of the potential that entrepreneurship may
have for them as a labour market activity and to build motivations for pursuing them.
Second, they seek to address market, institutional and behaviour failures that
disproportionately affect people in under-represented and disadvantaged groups. This
includes addressing barriers in financial markets, barriers to acquiring entrepreneurship
skills, barriers to building entrepreneurial networks and building an entrepreneurial
culture. Addressing these barriers would be expected to lead to an increase in the amount
of entrepreneurship activities by these groups, as well as increasing the quality of the
businesses created so that they are more sustainable and innovative.

However, another outcome sought is to improve labour market attachment. By helping
people acquire skills and work experience, and build networks, they also become more
employable. Moving people from these groups into employment is a desirable outcome as
entrepreneurship is not appropriate for all as a career path. The success of inclusive
entrepreneurship policies can therefore not only be measured in the number of new
entrepreneurs, but also in terms of labour market attachment and employment outcomes
for those who receive entrepreneurship support or gain new skills through the experience
of business creation.
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The importance of inclusive entrepreneurship policy
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Labour markets in the European Union are showing signs of recovery following the
economic crisis that began in 2008. The unemployment rate has declined for the past three
years, falling from a peak of 11.0% in 2013 to 8.7% in 2016 (Figure 1.1) and is at its lowest
level since 2008. Moreover, youth unemployment has fallen after peaking at 24% in 2015 at
the EU-level and more than 50% in some Member States.

This fall in the unemployment rate has been coupled with a slight increase in labour
market activity rates. In 2016, 72.9% of adults in the European Union (15-64 years old) were
active in the labour market, up from 70.3% in 2007 (Figure 1.2). However, the activity rate for
youth has declined slightly since the economic crisis and the proportion of youth who are
not in employment, education and training (NEETSs) remains above the pre-crisis level.

Figure 1.1. Unemployment rates in the European Union, 2007-16

Il Total population (15-64 years old) & Men < Women W Youth (15-24 years old) I Seniors (50-64 years old)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
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Figure 1.2. Labour market activity rates in the European Union, 2007-16

Il Total population (15-64 years old) o Men <©Women | Youth (15-64 years old) O Seniors (50-64 years old)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database.
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With the exception of continued challenges for youth in the labour market, these
indicators are quite positive but they hide some underlying trends. Labour productivity is
declining and growing inequality in terms of income, wealth and well-being across EU and
OECD countries raises concerns.

In this context, it cannot be assumed that technological advances and innovations will
lead to productivity growth as cyclical and structural factors such as weak investment in
physical capital and skills mismatches impede economic growth. It is also becoming
apparent that even when growth is achieved, not everyone reaps the benefits. On the
contrary, a growing dispersion has been observed in productivity growth between frontier
and non-frontier firms, which can be partially attributed to the leading firm’s capacity to
attract highly-skilled labour (OECD, 2016a). This highlights the greatest risk that economies
now face, i.e. how to avoid the trap of low-skilled people with poor access to opportunities
being unable to escape low-productivity and precarious jobs, often in the informal
economy.

Although the proportion of people at-risk of poverty and social inclusion increased
during the economic crisis, it has declined slightly in recent years. Nonetheless, 23% of
people over 16 years old in the European Union in 2015 were at-risk of poverty and social
exclusion. That was 96.6 million people. Furthermore, more than one-third of people over
16 years old face poverty and social exclusion in four Member States (Figure 1.3). Such
staggering numbers have led the European Commission to adopt a proposal for a European
Pillar of Social Rights, which is designed as a compass for a process of upward convergence
towards better working and living conditions in the European Union. The European Pillar
of Social Rights sets out a number of key principles and rights to support fair and well-
functioning labour markets and welfare systems. The proposed measures are intended to
support equal opportunities and access to the labour market, fair working conditions, and
social protection and inclusion. Active support to employment, which includes improving
self-employment prospects for under-represented groups as well as adequate

Figure 1.3. Proportion of the population at risk of poverty or social exclusion, 2007 vs. 2015
Percentage of people at least 16 years old
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Note: The EU28 figure for 2007 excludes Croatia.
Source: Eurostat (2017b), Statistics on Income, Social Inclusion, and Living Conditions, available at: http://ec.europa.eu/eurostat/web/income-
and-living-conditions/data/database.
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unemployment and sickness protection mechanisms are explicit principles of the Social
Rights Pillar. While it is the responsibility of the EU Member States to deliver measures on
the Pillar, first actions have been undertaken by the European Commission, notably on
drafting a proposal aimed at improving work and family reconciliation and two social
partner consultations on labour contract rules and access to social protection (EC, 2017).

Inclusive entrepreneurship policies can have an important role to play in addressing
these challenges by creating opportunities for people to participate economically and
socially. These policies and programmes can benefit individuals as they acquire skills,
build networks and generate income for themselves, either by starting a business or
acquiring skills and experience to help them move into employment. They also offer an
avenue for economies to grow as unutilised or under-utilised resources contribute
economically.

The changing nature of self-employment

Although the proportion of workers who are self-employed has remained fairly
constant at approximately 15% over the last decade, there have been some changes in the
nature of self-employment in the European Union. First, there has been an increase in the
proportion of self-employed workers without employees (Figure 1.4). There were 19.0 million
solo self-employed workers in 2002, accounting for 65.8% of the self-employed, and the
number of these self-employed workers increased to 20.0 million in 2016, accounting for
71.5% of the self-employed. This increasing share of solo self-employment is significant
because these businesses are less innovative and contribute less to productivity growth.

Figure 1.4. Solo self-employment in the European Union, 2002-16
Number of self-employed without employees and proportion among total self-employment (15-64 years old)
Il Number of self-employed without employees (right axis) < Proportion of self-employed that are self-employed without employees (left axis)

% Thousands
75 25000

1 24000
1 23000
o | o 1 22000
1 21000
1 20000
1 19000
1 18000
1 17000
1 16000

15000

60

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database.
StatLink %i=m http://dx.doi.org/10.1787/888933623837

As presented in Chapters 2, 3, 4, 5 and 6, people from under-represented and
disadvantaged groups are more likely to be self-employed without creating additional jobs
for other people. It is therefore important for inclusive entrepreneurship policies to not
only support people in business creation, but increase their chances of success by
providing them the skills needed to sustain and grow their business. Good practice
indicates that inclusive entrepreneurship policies and programmes should offer integrated
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packages of support to all and more intensive supports to those with innovative ideas and
the greatest chances to succeed.

A second important self-employment trend in recent years has been the emergence of
the digital economy (see Box 7.4 in Chapter 7). While data on self-employment in digital
markets is scarce, it is likely that these workers account for a small but growing share of
workers (OECD, 2016b). Technology advancements have had a strong role in facilitating
these new work methods, including collaborative work arrangements that take place
online and short-term work that is organised and managed through online platforms and
mobile applications. At the same time, technology has made people more mobile, allowing
self-employed workers to work from anywhere, at any time.

For some workers, these changes have provided for forms of high value-add self-
employment, e.g. freelancers or independent professionals. These workers are sometimes
referred to as “I-pros”, who are self-employed workers without employees engaged in
creative, intellectual and service-orientated industries (Rapelli, 2012). Within the European
Union, I-pros tend to be highly educated and geographically located in Northern Europe.
Among the self-employed in Northern Europe, a disproportionately high share of high-
skilled occupations (e.g. IT consulting) is observed. For example, more than 60% of the
German self-employed are in high-skilled occupations while in Poland 41% of the self-
employed are found in low-skilled occupations in the agriculture, forestry and fishing
sectors (Hatfield, 2015). Moreover, it is estimated that there has been a 45% increase in the
number of I-pros in the European Union since 2004 so that they now represent nearly
approximately 9 million people, or 1.1% of employed people (Leighton, 2015).

At the same time, the digital economy appears to have created opportunities for
dependent self-employment, which are those self-employed workers that work for one
client and have work arrangement that is essentially the same as an employee despite
being registered as self-employed. Dependent self-employment can be difficult to detect
and assess given that this form of work frequently goes undeclared to statistical, tax or
relevant labour authorities. While only a small number of workers (1.3%) struggle to
identify their employment status (Eurofound, 2016a), increasingly unclear boundaries
between newer forms of self-employment (e.g. sole director of own business, partner in a
business or professional practice, working for oneself, working as a sub-contractor, and
doing freelance work) make it difficult to assess whether the 8% of workers who hold
multiple jobs are better defined as independent self-employed workers or dependent
employees (Eurofound, 2016a).

Current inclusive entrepreneurship policy issues

This edition of The Missing Entrepreneurs follows the same structure as the earlier
editions. The first section of the report presents updated data on the self-employment and
entrepreneurship activities by the key target groups of inclusive entrepreneurship policy,
i.e. women (Chapter 2), youth (Chapter 3), seniors (Chapter 4), the unemployed (Chapter 5)
and immigrants (Chapter 6). Internationally comparable data are presented for a wide
range of indicators for European Union Member States and OECD economies, including
self-employment and entrepreneurship activity rates, business performance metrics and
barriers to business start-up. Part II includes two chapters on current policy issues in
inclusive entrepreneurship policy. Chapter 7 examines the quality of self-employment and
tries to respond to the first question below. Chapter 8 examines the potential of
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entrepreneurship policy to help unemployed people move back into work following job loss
due to major firm restructuring. Finally, Part IIl contains country profiles for each of the 28 EU
Member States. Each profile presents a brief overview of recent trends in entrepreneurship
activities by women, youth and seniors and presents recent policy actions.

Is self-employment quality work?

Policy makers and researchers are increasing interested in measuring the quality of
work since there are strong links between work, lifestyle and standard of living (OECD, 2015).
Moreover, there is evidence that job quality can be an important driver of labour force
participation, productivity growth and aggregate economic performance (Cazes et al., 2015).

Although many international organisations, including the OECD, European Commission,
International Labour Organisation and Eurofound, are developing assessment frameworks
and indicators to assess job quality, self-employment is often overlooked in these
discussions. This is likely due to the high degree of heterogeneity among the self-employed
and the difficulty in developing internationally comparable indicators. Chapter 7 adapts
existing assessment frameworks and uses available data and evidence to examine the
quality of self-employment work according to three main dimensions: earnings, job
stability and working conditions.

The main finding is that self-employment work is highly variable in terms of its
quality. The self-employed are more likely to be found among both the lower and upper
tails of the income distribution than those in wage employment. The self-employed with
employees earn more than those without employees, on average, but there are many solo
self-employed with high earnings such as highly skilled freelance workers. Relative to
employees on indefinite contracts, the self-employed with employees have higher net
monthly earnings (EUR 2 590 vs. EUR 1 930 in 2015). But even the self-employed without
employees typically earn more per month than some types of employees, such as those on
fixed-term contracts (EUR 1 840 vs. EUR 1 150 in 2015). However, self-employment appears
less secure than many forms of employment and the five-year survival rate for new
businesses operated by the self-employed is typically below 50%.

The working conditions for the self-employed are also highly variable. Self-
employment is often characterised by long working hours and the self-employed are more
likely than employees to report health-related issues due to their work. These poor
working conditions are especially prevalent for some categories of self-employed workers,
notably dependent and “false” self-employed people. These workers rely on one or two
clients and therefore tend to enjoy few of the advantages of employment (e.g. social
security protection), few of the advantages of self-employment (e.g. task diversity) but all
of the disadvantages that are associated with self-employment (e.g. low income, financial
insecurity, long working hours). Moreover, these workers tend to under-cut those in
employment and increase the risk that they will lose their jobs.

The traditional policy response to improve the quality of self-employment has been to
improve the business environment and increase the chances of success for entrepreneurs
by offering entrepreneurship training, coaching and mentoring, business counselling, and
improved access to start-up financing and entrepreneurship networks. Many of these
examples are highlighted in the Country Profiles in Part III of this report. It is important to
continue to offer such measures to support entrepreneurs in maximising the potential of
their businesses.
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However, much of the current policy debate surrounding the quality of self-
employment is focused on the issue of dependent and false self-employment, including
work arranged through online and mobile platforms. Three approaches are typically used
by policy makers to minimise false self-employment. The first is to clarify the work status
of individuals, i.e. make it more clear who are employees and who are the self-employed.
This approach is taken in the Netherlands to address the growing prevalence of false self-
employment. Alternatively, policy makers can introduce intermediate work categories that
treat this type of work separately. This approach is used by several European Union
Member States and the examples highlighted in the chapter are Austria and Italy. Finally,
improving access to social security protection for the self-employed can help increase the
quality of working conditions and income security for the self-employment, thereby
removing incentives for false self-employment. In practice countries tend to take a multi-
pronged approach to fighting false self-employment, including the use of measures to
make it more attractive for employers to hire an employee over engaging a false self-
employed worker.

To what extent can entrepreneurship policy have a role in major firm restructuring?

Globalisation has transformed the world economy over the past half century and
the linkages between economies, governments, businesses and people of different
countries have never been stronger. This has been beneficial for many as economic
growth has been boosted and many millions of people have been lifted out of poverty.
However, globalisation has also increased competitive pressures on firms and this can
result in restructuring processes that seek gains in efficiency and productivity. Although
this can improve firm performance, it can have a negative impact on individuals as they
may lose their job during firm restructuring processes. In 2016, there were 88 cases of
large-scale restructuring in the European Union that resulted in more than 1 000 jobs
lost in each case.

The policy response to help displaced workers is typically to offer a suite of active labour
market measures, including re-training programmes and job matching. Entrepreneurship
support measures can also be used to help displaced workers start businesses. Recent
estimates suggest that between 2% and 5% of displaced workers return to work by starting
a business and becoming self-employed and the likelihood of a displaced worker moving
into self-employment increases over time.

The discussion in Chapter 8 is built around four case studies of major firm
restructuring events in Finland, Sweden, Germany and the United Kingdom. This collection
of examples highlights the diverse approaches that can be used to help displaced workers
back into work through business creation. These case studies point to four key success
factors in helping displaced workers transition into self-employment, namely i) effective
partnerships between all actors involved, i.e. the restructuring firm, trade unions, public
employment agency, local and national governments; ii) timely interventions since the
majority of successful entrepreneurs who started following a job displacement had
developed their business idea while working; iii) strong leadership from the local
government, including co-ordinating the roles of each actor in supporting workers; and
iv) the development of a suite of well-designed programmes that match the context
(e.g. local economy, sector of restructuring firm, occupations of displaced workers) and
needs of the displaced workers.
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PART I

Inclusive entrepreneurship
indicators: Activity rates
and barriers
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Chapter 2

Women’s self-employment
and entrepreneurship activities

This chapter presents a range of data on the self-employment and entrepreneurship activities
by women in European Union and OECD countries. This includes reporting the proportion of
employed women who are self-employed and indicators on their sector of activity, the
proportion that introduce new products and services or have employees. The chapter also
presents recent evidence on the barriers that women face in entrepreneurship, including the
proportion of women that report that they lack the skills for entrepreneurship and the
proportion that report that a fear of failure is a barrier to business creation. Data are reported
at the country level, and averages are repeated for European Union and OECD countries.

Note by Turkey:
The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Key messages
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Women were less likely than men to be self-employed in 2016. There were
9.6 million self-employed women in the European Union in 2016, representing 9.9% of
working women. This was far below the proportion of men in self-employment
(17.5%). Similarly, women are less likely than men to be active in starting a business.
Over the period 2012-16, 2.8% of women in the European Union were trying to set up
a business or were owners of a business relative to 5.3% of men. A similar pattern is
found across OECD economies, with 4.9% of women actively working to start a
business over this period, relative to 7.4% of men.

Those women who do go on to successfully start a business typically operate
smaller businesses. Self-employed women are less likely to have employees than self-
employed men. Approximately one-third of self-employed men in the European
Union had at least one other employee in 2016, whereas less than one quarter of
women did. However, women entrepreneurs were as likely as men to offer new
products and services for potential customers over the 2012-16 period, but only half
as likely to expect to create at least 19 jobs over the next five years.

On average, self-employed women work more hours per week than women who
work as employees and those self-employed with employees tend to work more than
those without. In the European Union, self-employed women with employees worked
47.3 hours per week in 2016 relative to 43.9 hours for those without employees.
However, men worked more hours than women in 2016 across all categories:
employees, self-employed with employees and self-employed without employees.

In 2015, the net median annual income for women who worked full-time in self-
employment in the European Union was approximately equal to the median income for
self-employed men.

Women face several barriers to entrepreneurship. Data from the 2012-16 period
indicate that women are less likely than men to report that they have the knowledge
and skills to start a business. Only 34.1% of women in the European Union and 36.8%
of women in the OECD countries felt that they had the knowledge and skills for
entrepreneurship, relative to half of men. Furthermore, women were more likely to
report a fear of failure. Between 2012 and 2016, 52.2% of women in the European
Union reported this barrier, which was more than the proportion in OECD countries
(43.7%).
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Self-employment activities by women

@ There were 9.6 million self-employed women in the European Union in 2016. This accounted
for 9.9% of employed women, well below the proportion of men in self-employment (17.5%).

e Within the European Union, women in southern Member States were the most likely to be
self-employed, e.g. 22.9% of employed women in Greece and 15.8% in Italy. Self-
employment rates for women were the lowest in northern Member States.

o Self-employed women are less likely to have employees than self-employed men. In
2016, nearly one-third of self-employed men in the European Union had at least one
other employees whereas less than one quarter of women did.

There are several ways in which a person can participate in the labour market. While
the vast majority of people work as employees, some work for themselves and others work
in family businesses. However the lines between the categories are increasingly blurred as
the nature of work evolves. A growing number of people combine various labour market
activities together, e.g. full-time and part-time employment, employment and self-
employment, or several part-time jobs.

Self-employment is where an individual works for a business that they own. This
could include farms or professional practices (e.g. doctor’s offices). A key characteristic of
the self-employed is that they derive some form of economic benefit from their work,
which typically includes wages, profits, in-kind benefits or family gains for those who work
in family businesses. This sets the self-employed apart from those who undertake
voluntary activities, which is excluded from the definition of self-employment. Most self-
employed people work on their own for their business, but some hire employees to work
with them in their business. Please see the Reader’s Guide for additional information on
the self-employed and how they differ from entrepreneurs.

The self-employment rate for men and women over the period 2007-16 is presented in
Figure 2.1 for the European Union and for the average of OECD countries. This rate shows
the proportion of those in employment who work as self-employed. In 2016, there were
approximately 30.6 million self-employed people in the European Union, of which
9.6 million were women. Thus, women accounted for just under one-third of the number
of self-employed. Relative to all women in employment in the European Union in 2016, the
self-employed accounted for 9.9%. This was slightly above half of the self-employed rate for
men, which was 17.5%. Over the last 10 years, the self-employment rates have been stable
for both men and women but the gap between the two has closed slightly. This was due to
a slight decline in the self-employment rate for men.

An identical picture emerges when looking at OECD economies.! The self-
employment rate for women in 2015 was 10.1% and the rate for men was 17.0%. As in the
European Union, the self-employment rate for women has been constant over the last
decade but the rate for men declined nearly one percentage point since 2011.

The self-employment rate for men and women are presented at the country level in
Figure 2.2 for the 2007-16 period. Within the European Union, the highest self-employment
rates for women in 2016 were in the southern Member States: Greece (22.9%) and Italy
(15.8%). The lowest self-employment rates were found in the northern Member States:
Denmark (4.9%) and Sweden (5.3%). Over the last decade, the self-employment rate
for women increased most in the Slovak Republic and the Netherlands, where the
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Figure 2.1. Self-employment rates for men and women in European Union
and OECD countries, 2007-16
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Source: Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database; OECD (2016),
“Indicators of gender equality in entrepreneurship”, OECD Gender Portal, available at: www.oecd.org/gender/data/.
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self-employment rates increased to approximately 1.4 times the value in 2007. There were
also several other EU Member States where the self-employment rate for women increased
to nearly 1.3 times the 2007 value: United Kingdom, Luxembourg, Slovenia and Estonia. The
greatest decreases were in Croatia and Portugal, where the self-employment rates nearly
halved. These trends were broadly similar to those in the self-employment rate for men.

Among the non-European Union OECD countries where comparable data are available,
the self-employment rate for women in 2015 was the highest in Latin American countries:
Mexico (23.5%) and Chile (23.3%). These levels are slightly above those observed in Greece.
The lowest self-employment rate for women in 2015 among OECD countries was 3.5% in
Japan. In the United States, often considered one of the most entrepreneurial countries, the
self-employment rate for women in 2015 was 6.9% in 2015.

Across European Union and OECD countries, self-employed women are less likely than
self-employed men to have hired additional employees to work for their businesses
(Figure 2.3). In 2016, nearly one-third of self-employed men in the European Union had at least
one other employees whereas less than one quarter of women did. Similarly, 31.8% of self-
employed men in OECD countries had employees and 21.8% of self-employed women did.

The proportion of self-employed men and women with employees has changed only
slightly over the last decade. Within EU Member States, the percentage of self-employed
men with employees has declined nearly three percentage points. For self-employed
women, the proportion has declined approximately one percentage point. While this
signals a slight reduction in the gap in the proportion of men and women who are
employers, it is indicative of a growing trend towards solo self-employment (see Figure 1.4
in Chapter 1). A partial explanation for the slight decline in the share of employers is the
rise in freelancers (see Box 7.2 in Chapter 7).

There was a wide variation at the country level in the proportion of self-employed men and
women who had employees (Figure 2.4). The EU Member States where self-employed women
were the most likely to have employees in 2016 were Croatia (42.2%) and Hungary (40.8%).
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2.2. Self-employment rates for men and women by country, 2007-16
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Figure 2.2. Self-employment rates for men and women by country, 2007-16 (cont.)
Self-employed as a percentage of employment (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database; OECD (2016),"Indicators of
gender equality in entrepreneurship”, OECD Gender Portal, available at: www.oecd.org/gender/data/.
StatLink =P http://dx.doi.org/10.1787/888933623875

Figure 2.3. Proportion of self-employed men and women with employees
in European Union and OECD countries, 2007-16
Percentage of self-employed (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database; OECD (2016),"Indicators of
gender equality in entrepreneurship”, OECD Gender Portal, available at: www.oecd.org/gender/data/.
StatLink Susm http://dx.doi.org/10.1787/888933623894

Within the European Union, there was only one country where self-employed women
were more likely than self-employed men to have employees: Ireland. However, self-
employed men and women in Romania were approximately as likely to have employees. In
all other European Union Member States, self-employed men were more likely than self-
employed women to have employees. The gap was the greatest in Cyprus, the Czech
Republic and the Netherlands where self-employed men were 2.1 times, 1.6 times and
1.6 times more likely to have employees.

These observations also generally hold for OECD countries. The OECD countries with
the highest proportion of self-employed women with employees were in the European
Union, plus Switzerland. Australia was the only OECD country where self-employed men
and women were equally as likely to have employees. There were three non-EU OECD
countries where self-employed men were more than twice as likely as self-employed
women to have employees: Israel (2.2 times), Mexico (2.1 times) and Chile (2.0 times).
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Figure 2.4. Proportion of self-employed men and women with employees by country, 2007-16
Percentage of self-employed (15-64 year olds)
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Figure 2.4. Proportion of self-employed men and women with employees by country, 2007-16

(cont.)
Percentage of self-employed (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database; OECD (2016),"Indicators of
gender equality in entrepreneurship”, OECD Gender Portal, available at: www.oecd.org/gender/data/.
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Activities by women over the entrepreneurship life-cycle

@ Women were less likely than men to be involved in setting up a business over the 2012-16
period in European Union (2.8% vs. 5.3%) and OECD countries (4.9% vs. 7.4%).

e Similarly, women were slightly more than half as likely as men to be owners of new (less
than 3.5 years old) and established business (3.5 years old). This was true in both
European Union and OECD countries.

e Although the average rates of entrepreneurship activity are lower for women than men,
there are many countries where women are very active in starting businesses, notably
in eastern EU Member States such as Latvia, as well as Chile, Mexico, the United States,
Canada and Australia.

@ The most frequently cited reason for business discontinuation for both men and
women was that it was not profitable. Approximately one-third of people who ceased
the business’ activities cited this reason.

Another way to examine entrepreneurship activities by women is to consider the
proportion of women who are involved in starting or managing businesses. The Global
Entrepreneurship Monitor (GEM) is an international study of entrepreneurship that is
produced by a consortium of researchers and research institutions using a common
household survey. This survey divides entrepreneurship activities into four stages:
nascent entrepreneurship, new business ownership, established business ownership and
business exit.

The nascent entrepreneurship rates for men and women are presented in Figure 2.5 for
European Union and OECD countries for the period 2012-16. This rate measures the
proportion of the population who are actively involved in setting up a business they will own
or co-own but have not yet paid salaries, wages or any other payments to the owner(s) for
more than three months. The data were pooled over a five year period to increase the sample
size and reliability of the estimates. For more information on this rate and other indicators
develop by the GEM, please refer to the Reader’s Guide at the beginning of this book.

Across EU Member States, 2.8% of women were involved in setting up a business
between 2012 and 2016. This is approximately half of the proportion of men (5.3%). The
nascent entrepreneurship rate varied across Member States, ranging from 1.8% in Italy to
6.5% in Estonia. There was a clear gap in the level of nascent entrepreneurship activities for
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Figure 2.5. Nascent entrepreneurship rates for men and women, 2012-16
Percentage of population (18-64 year olds)
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The nascent
entrepreneurship rate is defined as the proportion of the adult population (age 18 to 64) that are actively involved in setting up a business
they will own or co-own; this business has not paid salaries, wages or any other payments to the owners for more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sazm http://dx.doi.org/10.1787/888933623932

men and women over this period in all countries. Among EU Member States, the gap was
the smallest in Austria where men were 1.4 times more likely than women to be involved
in pre start-up activities, and greatest in Cyprus and the Czech Republic, where men were
2.7 times more likely than women to be engaged in pre start-up activities.

The nascent entrepreneurship rate for women was slightly higher in OECD countries
over this period. The average rates over the 2012-16 were 4.9% for women and 7.4% for
men. While women were less active in starting a business than men, the gender gap was
smaller than in the European Union Member States. Among OECD countries, women were
the most likely to be setting up a business over this period in Chile (15.7%), Mexico (10.3%)
and the United States (9.0%).

The second stage of entrepreneurship defined by the GEM is new business ownership.
That is, the proportion of the population that is currently an owner-manager of a new
business that has paid salaries, wages or any other payments to the owners for more than
three months, but not more than 42 months.

Over the 2012-16 period, women were approximately 60% as likely as men to be an
owner-manager of a new business across the European Union and OECD countries. This
proportion varied greatly across both European Union and OECD countries (Figure 2.6).
Within the European Union, the new business ownership rate was lowest in Belgium over
this period (1.1%) and highest in the Netherlands (4.1%). Among OECD countries, the rate
ranged from 0.9% in Japan to 9.0% in Chile. There appears to be a correlation between the
nascent entrepreneurship rates and new business ownership rates. That is, countries
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Figure 2.6. New business ownership rates for men and women, 2012-16
Percentage of population (18-64 year olds)
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The new business
ownership rate measures the proportion of the population (18-64 years old) that is currently an owner-manager of a new business that
has paid salaries, wages or any other payments to the owners for more than three months, but not more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink si=r http://dx.doi.org/10.1787/888933623951

where women had low nascent entrepreneurship rates also have low rates of new business
ownership and vice versa. This is unsurprising since an individual must be a nascent
entrepreneur before they are a new business owner.

Established business ownership is the third phase of the GEM cycle. This indicator is
defined as the proportion of the adult population that are currently owner-managers of an
established business that has paid salaries, wages or any other payments to the owners for
more than 42 months.

Across the European Union, 4.3% of women were established business owners over the
period 2012-16, which is not far below the average for OECD countries (5.0%) (Figure 2.7).
This is approximately half of the proportion of men who were established business owners
(8.4% in the European Union and 9.0% in OECD countries). At the country level, the
established business ownership rate for women ranged from 2.1% in France to 9.1% in
Greece. The gender gap was the greatest in Slovenia, where the established business
ownership rate for women was only 37% of the rate for men. The gender gap was the
smallest in Spain.

The GEM household survey also asks questions about business exit. Approximately 7%
of the population are involved in a business discontinuation each year (GEM, 2017), and
Figure 2.8 presents the reasons cited for exiting the business. In the European Union over
the 2012-16 period, women were slightly more likely than men to report that they were
involved in a business discontinuation due to the business not being profitable (31.6% vs.
28.7% for men) or personal reasons (20.5% vs. 15.3% for men). Otherwise, there was little
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Figure 2.7. Established business ownership rates for men and women, 2012-16
Percentage of population (18-64 year olds)
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The established
business ownership rate is defined as the proportion of the adult population that are currently owner-managers of an established
business that has paid salaries, wages or any other payments to the owners for more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Figure 2.8. Reasons for business exit cited by men and women entrepreneurs in European
Union and OECD countries, 2012-16

Percentage of the population involved in a business exit in the past 12 months (18-64 year olds)
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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difference in the motivations behind an exit between men and women, including both
positive (e.g. an opportunity to sell the business, retirement) and negative factors (e.g.
problems getting finance, another job or business opportunity).

Across all EU and OECD countries, the most frequently cited factor by women for a
business discontinuation over the 2012-16 period was that the business was not profitable,
accounting for more than half of the business exits in Greece (61.1%), Bulgaria (58.9%),
Portugal (55.6%) and Spain (53.1%). Women were less likely than men in all EU and OECD
countries to have exited their business due to a positive factor such as an opportunity to
sell the business, another job or business opportunity came up or retirement. However,
women in Germany were more likely than men to indicate that they discontinued their
business due to another opportunity (15.4% vs. 11.5% for men). Similarly, women in the
United Kingdom were nearly as likely as men to exit their business due to another
opportunity (23.7% vs. 26.1% for men).

Business activities by self-employed women and women entrepreneurs

e Women were less likely than men to be self-employed across all industries in 2016
except for “other services”, which includes personal and household goods and services.

® Women were also slightly less likely than men to start their businesses in teams between
2012 and 2016. Across the European Union, 14.8% of women nascent entrepreneurs
reported that they are working in teams of three or more, relative to 21.1% of men. In
OECD countries, the proportions were 16.2% for women and 22.1% for men.

@ Women entrepreneurs were as likely as men to offer new products and services for
potential customers over the 2012-16 period, but only half as likely to expect to create at
least 19 jobs over the next five years.

Women tend to operate different types of businesses than men. For example, the first
section in this chapter showed that women often operate smaller businesses than men, i.e.
self-employed women are less likely to have employees. They also tend to operate in
different sectors.

Figure 2.9 presents the self-employment rates for men and women by industry for 2016.
Itis clear that women have lower self-employment rates than men in all industries, with the
exception of Other service activities (e.g. activities of membership organisations, repair of
computers, personal and household goods and other personal service activities). In this
industry, the self-employment rate for women was 31.2% in 2016 slightly higher than the rate
for men (28.1%). In addition, the self-employment rates for women and men were essentially
the same in Water supply, sewage and waste management and Public administration and
social security (while acknowledging that there is very little self-employment in both
sectors). However, women were much less likely than men to be self-employed in
Construction, Transportation and storage and Financial and insurance activities.

OECD/EU (2017) points to the importance of the introduction of gender-neutral
entrepreneurship education for changing social attitudes towards entrepreneurship for
women to help close the gender gap across many industries. This includes encouraging
women to go into STEM fields (i.e. science, technology, engineering and mathematics)
where there can be strong opportunities for high-potential entrepreneurship.
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Figure 2.9. Self-employment rates for men and women by industry in the European Union, 2016

Self-employed as a percentage of employment (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink Sa=m http://dx.doi.org/10.1787/888933624008

Furthermore, women appear to manage their businesses differently. For example, they
were less likely to start their businesses in teams (Figure 2.10). Across the European Union,
14.8% of women nascent entrepreneurs reported that they are working in teams of three or
more, relative to 21.1% of men. These proportions were essentially the same for OECD
countries. This finding held in all European Union Member States over the 2012-16 period
except for Bulgaria and Romania, where women were more likely than men to start in teams.

Figure 2.11 presents the proportion of men and women entrepreneurs who offered
products or services that were new and unfamiliar to potential customers over the 2012-16
period. Overall, there was no gender gap at the European Union level, where just under 30%
of entrepreneurs offered new products and services over this period. However, there was
some variation across Member States. Entrepreneurs were the most likely to offer new
products and services in Luxembourg (49%) and women were as likely as men to report
this. Entrepreneurs in Bulgaria were the least likely to offer new products and services.
Only 14.4% of men and 12.0% of women entrepreneurs reported offering new products and
services. Women were slightly more likely than men to operate businesses that offered
new products and services in several countries and the difference was the greatest in
Finland (27.8% vs. 22.7% for men).

Similarly, across OECD countries there was no gender gap in the proportion of
entrepreneurs who offered new products and services. This was true in nearly all OECD
countries. The proportion of women entrepreneurs who offered new products and services
ranged from 18.2% in Norway to 57.2% in Chile.

Overall, women entrepreneurs were less likely than men entrepreneurs to expect that
their business would generate a substantial amount of new jobs over the next five years
(Figure 2.12). At the European Union level, 6.0% of women entrepreneurs reported in the
2012-16 period that they expected to create at least 19 jobs over the next five years. This is
less than half of the proportion of men (12.3%). Across European Union Member States,
women were less likely to expect to create more than 19 jobs over the next five years in all
countries except Bulgaria, Belgium and Cyprus, where women were as likely as men.
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Figure 2.10. Proportion of new men and women entrepreneurs who operate in teams, 2012-16
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All OECD
countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in this figure
were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were included in the figure:
Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015, 2016); Cyprus (2016); Czech
Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012, 2013, 2014); Korea (2012, 2013,
2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014, 2015, 2017);
Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Nascent entrepreneurs are those who are actively involved in setting up a
business they will own or co-own; this business has not paid salaries, wages or any other payments to the owners for more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sazm http://dx.doi.org/10.1787/888933624027

Figure 2.11. Proportion of new men and women entrepreneurs who offer new products
and services, 2012-16
“Do all, some, or none of your potential customers consider this product or service new and unfamiliar?”
Percentage of early-stage entrepreneurs (18-64 year olds) who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in this
figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were included in
the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015, 2016); Cyprus
(2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012, 2013, 2014); Korea
(2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014,
2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Early-stage entrepreneurs are those who are in the process of
setting up a new business and those who operate a business that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sa=r http://dx.doi.org/10.1787/888933624046
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Figure 2.12. Growth expectations among new men and women entrepreneurs, 2012-16

“Not counting owners, how many people, including both present and future employees, will be working for this business five
years from now? Please include all exclusive subcontractors, meaning people or firms working only for this business, and not
working for others as well.”

Percentage of early-stage entrepreneurs (18-64 year olds) who indicated at least 19 new jobs would be created over the next five

years
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta.
2. All OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data
presented in this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every
year but were included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014,
2015); Bulgaria (2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012,
2013, 2015, 2016); Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014);
Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013,
2016). 4. Early-stage entrepreneurs are those who are in the process of setting up a new business and those who operate a business
that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink =P http://dx.doi.org/10.1787/888933624065

The proportion of women entrepreneurs who expect to create at least 19 new jobs was
slightly higher in OECD countries (8.8%) than in the European Union (6.0%) over this period.
However, the proportion was also approximately half of that of men. Women
entrepreneurs were the most likely to expect to create a high number of jobs in Turkey,
where 26.4% of women entrepreneurs self-reported that they expect to create at least 19 jobs
over the next 5 years.

Hours worked by self-employed women

e Self-employed women work more hours per week, on average, than women who work
as employees. However, there is a substantial difference between the hours worked of
self-employed women with and without employees (47.3 hours per week for those with
employees vs. 43.9 for those without).

® Men worked more hours per week than women in 2016 across all categories: employees,
self-employed with employees and self-employed without employees.

Relative to women who work as employees, women in self-employment work more
hours per week. In 2016, self-employed women in the European Union with employees

worked, on average, 47.3 hours per week and those without worked 43.9 hours (Figure 2.13).
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Figure 2.13. Hours worked per week by men and women in the European Union, 2008-16
Average number of hours worked per week for full-time workers (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database.
StatLink Si=m http://dx.doi.org/10.1787/888933624084

This was above the average number of hours that women employees worked: 39.3 hours
per week. The average number of hours worked per week by self-employed women, both
those with and without employees, declined approximately one hour per week between
2008 and 2016.

Furthermore, the average number of hours worked per week by self-employed women
was also lower than the average number of hours worked by self-employed men in 2016
(47.3 hours vs. 51.1 hours for self-employed men with employees and 43.9 hours vs. 47.0 hours
for self-employed men without employees). Similarly, the average number of hours worked
per week by self-employed men declined approximately one hour per week since 2008.

The average number of hours worked per week by self-employed women varies greatly
by country (Figure 2.14). Self-employed women with employees worked, on average, more
than 50 hours per week in four EU Member States in 2016: Belgium (53.4 hours), Austria
(52.1 hours), Cyprus (50.9 hours) and France 50.6 hours). The average number of hours
worked was the lowest in Lithuania (40.3 hours) and Latvia (40.6 employees). The average
number of hours worked per week by self-employed women without employees was the
highest in Bulgaria (40.8 hours) and lowest in Italy (37.0 hours).

For further discussion on hours worked by the self-employed, please see Chapter 7.
Self-employment earnings for women

® In 2015, the median annual income for women who worked full-time in self-
employment was approximately equal to the median income for self-employed men.

@ Women who were employees had a median annual income that was EUR 4 360 higher
than those who worked in self-employment.

The median annual income earned by women who worked full-time in self-
employment in the European Union in 2015 was approximately equal to the median
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Figure 2.14. Hours worked per week by men and women by country, 2016
Average number of hours worked per week for full-time workers (15-64 year olds)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink %i=r http://dx.doi.org/10.1787/888933624103
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income for self-employed men (Figure 2.15). While the median income for self-employed
women is well below the median income earned by women who work as employees
(EUR 15 455 vs. EUR 19 815), this is to some extent explained by international evidence that
identifies that the self-employed significantly under-report their earnings (see Chapter 7).

Figure 2.15. Annual income earned by men and women in the European Union, 2015
Net median income earned for full-time labour market activities (15-64 year olds)
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Source: Eurostat (2017b), Statistics on Income and Living Conditions, available at: http://ec.europa.eu/eurostat/web/income-and-living-
conditions/data/database.
StatLink Susm http://dx.doi.org/10.1787/888933624122

At the country level, the median income earned varies substantially (Figure 2.16). In
most EU Member States there was little difference between the median income of self-
employed women and that of self-employed men. However, self-employed women earned
more than self-employed men in France, Italy, Luxembourg, Malta, Spain and the United
Kingdom. The only EU Member State where self-employed women earned more than those
who worked as employees in 2015 was in Luxembourg (EUR 39 280 vs. EUR 37 709 for
employees).

For further discussion on the income earned by the self-employed, please see Chapter 7.

Barriers to business creation for women

e A lack of entrepreneurship skills appears to be a greater barrier for women than for men.
Over the 2012-16 period, only 34.1% of women in the European Union and 36.8% of
women in OECD countries felt that they had the knowledge and skills to start a business.
Approximately half of men felt that they had the necessary knowledge and skills.

@ More women reported that a fear of failure was a barrier to entrepreneurship than men
between 2012 and 2016. In the European Union, 52.2% of women reported this barrier.
This was greater than the proportion of women in OECD countries (43.7%).

A lack of entrepreneurship skills is often considered to be one of the most significant
barriers to successful business start-up. This set of skills refers to business management skills
(e.g. business and financial planning), personal skills and traits (e.g. a sense of initiatives, risk
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Figure 2.16. Annual income earned by men and women by country, 2015
Net median income earned for full-time labour market activities (15-64 year olds)

EUR
50000

m Employee

< Self-employed

40000
30000 [
20000 |
10000 |

Men

Austria

50000

Women

Men Women
Belgium

Men Women
Bulgaria

Men Men Women

Denmark

Men Women
Czech Republic

Women
Cyprus

Men Women
Croatia

40000
30000 |
20000 f
10000 |

Men
Estonia

50000

Women

Men Women
Finland

Men Women

France

Women
Iceland

Men Women Men

Hungary

Men Women
Greece

Men Women
Germany

40000
30000 f
20000

10000 f

Men

Ireland

50000

Women

Men Women

ltaly

Women
Latvia

Men

Men Women
Netherlands

Women
Malta

Men Women Men

Luxembourg

Men Women
Lithuania

40000
30000 [
20000
10000 |

Men
Norway

50000

Women

Men Women

Poland

Men Women
Portugal

Women
Spain

Men Women Men

Slovenia

Men Women
Slovak Republic

Men Women
Romania

40000

30000

20000

10000

Sweden

Switzerland

United Kingdom

Source: Eurostat (2017b), Statistics on Income and Living Conditions, available at: http://ec.europa.eu/eurostat/web/income-and-living-

conditions/data/database.
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Figure 2.17. Entrepreneurship skills as a barrier to business creation for men and women,

2012-16

“Do you have the knowledge and skills to start a business?”
Percentage of population who responded “yes” (18-64 year olds)
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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StatLink Susm http://dx.doi.org/10.1787/888933624160

management) and technical skills (e.g. problem solving). Although these skills will increase
the chances of business survival and growth, formal education and training in these areas
does not guarantee success.

In the European Union, about one-third of women (34.1%) reported that they had the
knowledge and skills to start a business over the 2012-16 period relative to half of men (49.9%)
(Figure 2.17). This indicates that two-thirds of women believe that they do not have the skills
to successfully start a business. This is clearly an area where policy actions are needed. In the
European Union there is currently a great deal of momentum behind the inclusion of
entrepreneurship in formal school curricula at all levels. Entrepreneurship education is the
most developed at the higher education level, but the quality of entrepreneurship training
and start-up support varies across countries. Similarly, entrepreneurship education at lower
education levels is also uneven in terms of availability and quality. There is, however, also
scope for policy makers to improve entrepreneurship training programmes (outside of
education) and to increase the use of coaching and mentoring.

Across European Union Member States, the proportion of women who reported that
they had the skills to successfully start a business ranged from 23.7% in Denmark to 48.1%
in Poland. Women were less likely than men to feel that they had the skills for
entrepreneurship in all countries. This gap ranged, in absolute terms, from 9.3 percentage
points in Spain to 21.3 percentage points in Cyprus.

A similar picture emerges when examining OECD countries. Between 2012 and 2016, 36.8%
of women felt that they had the skills for entrepreneurship. This was substantially lower than
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the proportion of men (51.2%). However, approximately half of women self-reported that they
have the knowledge and skills for entrepreneurship in the United States, Poland and Chile.

A “fear of failure” is also an important barrier to entrepreneurship because it can
prevent people from even considering entrepreneurship as a career or part-time activity.
Figure 2.18 shows that women in the European Union were more likely than men to indicate
over the 2012-16 period that a fear a failure prevented them from starting a business. Slightly
more than half of women (52.2%) cited this barrier, relative to 43.3% of men. Women were the
most likely to cite this barrier in Greece (71.5%), Poland (64.6%), Cyprus (64.4%) and Italy
(60.8%) and the least likely in the United Kingdom (42.9%) and the Netherlands (43.5%).

Figure 2.18. Fear of failure as a barrier to business creation for men and women, 2012-16
“Does a fear of failure prevent you from starting a business?"
Percentage of population who responded “yes” (18-64 year olds)

Bl Men ©Women
%
80
70 f .
OO
60 S &
! SO OCOOOOOO0
h <><><><><><><><><><><><><><><><><>
40 o ©
&
Y
0 (%
20
10
S DB &, L ELED 2 & Qb&(\qga S Y @ Q> gz§\\'b,}\fb\~\\'b\-\\q>,~z>¢,b¢q’,\ %r} @\i\q‘é\\o@.&\{\{bi\\%&fb@\&\\gg S @
W OSSP G e le L s B i@ S ST Gl Sl TS
{\\\Q’ "oé.\ > %‘2"& 9 o \,\S\g’\\‘# he
N\ o o

Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Si=m http://dx.doi.org/10.1787/888933624179

Women in OECD countries were less likely to report that fear of failure was a barrier to
business creation. Over the 2012-16 period, 43.7% of women reported this barrier. In
addition, the gender gap is slightly smaller in OECD countries than in EU Member States.
Over the same period, 38.2% of men indicated that a fear of failure prevented them from
starting a business.

Conclusions

Women are clearly under-represented in self-employment and entrepreneurship and
the available evidence suggests that they tend to operate smaller and less dynamic
businesses than men. However, the reasons for this gender gap are not so clear-cut. Some
of the gender differences can be explained by the institutional barriers that constrain
women in entrepreneurship, including family and tax policies that discourage labour
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market participation and entrepreneurship, and negative social attitudes towards women'’s
entrepreneurship. Further, there are market failures that make it more difficult for women
to be successful in business creation and self-employment. Notable examples of market
failure include bias in financial markets and public policy initiatives that are not effective
at reaching potential women entrepreneurs. However, it is important not to overlook the
element of personal choice. Women can have different motivations for self-employment,
including the ability to better manage work-life balance and avoiding the “glass ceiling” in
employment. Policy makers should therefore not aim to eliminate all differences between
men and women entrepreneurs, but instead attempt to remove institutional influences
that affect motivations and intentions and correct market failures that constrain women'’s
entrepreneurship.

For further policy discussion on women'’s self-employment and entrepreneurship
activities, please see OECD/EU (2017).

Note

1. The OECD has 35 member economies: Australia, Austria, Belgium, Canada, Chile, the Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan,
Korea, Latvia, Luxembourg, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, the
Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United
States.
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Chapter 3

Youth self-employment
and entrepreneurship activities

Data on self-employment and entrepreneurship activities by youth are presented in this
chapter. These data include self-employment rates for youth and the proportion of youth
involved in starting a business. The chapter also presents data on the characteristics of the
businesses operated by youth, including the sector, the proportion of new businesses that
offer new products and services, and the proportion of new entrepreneurs who expect to
create a substantial number of jobs. Data are also presented on some of the key barriers to
entrepreneurship for youth such as a lack of entrepreneurship skills and fear of failure. Data
are presented for the European Union and OECD averages, as well as at the country level.

Note by Turkey:
The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Key messages

Youth indicate a high level of interest in self-employment but only 4.1% of working
youth (15-24 years old) in the European Union were self-employed. However, household
survey data suggest that youth are almost as likely as adults to be involved in starting a
business. In the European Union, 4.9% of youth were actively working on setting up a
business between 2012 and 2016 and in OECD countries, this proportion was 6.6%. Over the
same period, approximately one in five youth entrepreneurs started their business with
a team of other entrepreneurs, which is above the proportion for the adult population.

Approximately one-third of new youth entrepreneurs reported that they introduced
new products and services to their customers over the 2012-16 period, which was the same
as the proportion of adults over this period. Further, new young entrepreneurs were
optimistic about their job creation potential: 11% indicated that they expected to create at
least 19 additional new jobs over the next five years. Despite this optimism, self-employed
youth were one-third as likely to have employees as self-employed adults in 2016 (9.9% vs.
28.5% for adults).

Youth face a number of key barriers to business creation and self-employment. Youth
(18-30 years old) in the European Union were slightly less likely than adults to feel that they
had the knowledge and skills for entrepreneurship over the 2012-16 period (36.0% vs. 41.9%
for adults). A similar result was found in OECD economies over the same period (37.8% vs.
44.1% for adults). Further, nearly half of youth in the European Union viewed fear of failure
as a barrier to entrepreneurship (46.6%) over this period. This proportion was above the
proportion for OECD countries (39.6%).

The reason most frequently cited by young entrepreneurs for business exit in the
European Union over the 2012-16 period was that it was not profitable (27.5%). The second
and third most cited reasons for youth were “personal reasons” (20.6%) and “another job or
business opportunity” (18.2%). These proportions were nearly identical across OECD
economies.

Self-employment activities by youth

® Some survey results suggest that more than 40% of youth would prefer to be self-
employed over working as an employee. However, only 4.1% of youth (15-24 years old) in
employment in the European Union were self-employed in 2016. This was one-third of
the proportion of all adults (15-64 years old).

@ In the European Union, self-employed youth were one-third as likely to have employees
as self-employed adults in 2016 (9.9% vs. 28.5% for adults).

There is evidence to suggest that youth have a keen interest in self-employment.
Survey results show that nearly half of youth would prefer to work as self-employed over
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working as an employee (OECD/EU, 2014). However, the proportion of youth who are self-
employed is much lower. In 2016, only 4.1% of employed youth (15-24 years old) were self-
employed in the European Union. This is approximately one-third of the self-employment
rate for adults (15-64 years old). Both of these self-employment rates have been stable over
the last decade, despite the economic crisis that resulted in a rapid increase in youth
unemployment (Figure 3.1).

Figure 3.1. Youth self-employment rate in the European Union, 2007-16
Self-employed as a percentage of employment
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Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink == http://dx.doi.org/10.1787/888933624198

Figure 3.2 presents the youth self-employment rates by country. This rate was low in
many of the European Union Member States in 2016, notably Germany (1.3%), Denmark
(1.5%), Austria (1.8%), Ireland (1.9%) and Slovenia (1.9%). However, there were two European
Union Member States where the youth self-employment rate was greater than 10%: Italy
(11.4%) and Romania (13.2%). The gap between the adult self-employment rate and the
youth self-employment rate was quite consistent across countries with the youth self-
employment rate typically being about one-third of the adult rate. However, it was
significantly below this benchmark in Slovenia and Austria (about one-sixth). The gap was
the smallest in Luxembourg and Romania, where the youth self-employment rate was more
than 80% of the adult rate. Over the last decade, the youth self-employment rate increased in
15 European Union Member States, remained unchanged in two and declined in 11.

The proportion of self-employed youth in the European Union that have employees
between 2007 and 2016 is presented in Figure 3.3. In 2016, 9.9% of self-employed youth had
employees. This is down from 13.3% in 2008. However, the proportion of self-employed
adults with employees has also declined. In 2008, 31.1% of self-employed adults had
employees but only 28.5% did in 2016. Thus the gap between the proportion of self-
employed youth and self-employed adults with employees has widened slightly.

Figure 3.4 presents the proportion of self-employed youth by country to the extent
possible. Due to small sample sizes, it is not always possible to obtain reliable estimates for
the proportion of self-employed youth with employees. However, the data are available in
the vast majority of European Union Member States and they confirm that self-employed
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Figure 3.2. Youth self-employment rate by country, 2007-16
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Figure 3.3. Proportion of self-employed youth with employees in the European Union, 2007-16
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Source: Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatlLink =a=m http://dx.doi.org/10.1787/888933624236

youth are much less likely to have employees than adults. The proportions varied greatly
across countries over the last decade. In 2016, for example, the percentage of self-employed
youth with employees ranged from 4.3% in the United Kingdom to 37.3% in Hungary.
Despite the overall downward trend in the proportion of self-employed youth (and adults)
with employees, there was a slight increase in Sweden.

Activities by youth over the entrepreneurship life-cycle

® Youth (18-30 years old) appear to be quite active in starting new businesses. Within the
European Union, 4.9% of youth were actively working on setting up a business between
2012 and 2016. In OECD countries, this proportion was 6.6%. The rate for adults over this
period was 4.0% in the EU and 6.1% in OECD countries.

® Youth were as likely as adults to be new business owners over this period in the
European Union (3.1% vs. 2.8% for adults) and OECD countries (3.5% for both youth and
adults). However, they were much less likely to be established business owners. This is
consistent with the low self-employment rates observed for youth across the European
Union and OECD countries.

@ The reasons that youth entrepreneurs cited for business discontinuation were very
similar in the European Union and OECD countries. The most frequently cited reason in
the period 2012-16 was that the business was not profitable (27.5% in the European
Union and 25.8% in OECD countries). This proportion was similar to that of adults.
However, youth were more likely than adults to cite that another employment or
business opportunity came up.

Another approach to estimating the level of entrepreneurship activities in an economy
is through household surveys. The most well-known international survey on
entrepreneurship is the Global Entrepreneurship Monitor (GEM). It is composed of a
network of researchers and research institutes that manage the annual household survey.
Since 1999, more than 100 countries have participated in this survey.
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Figure 3.4. Proportion of self-employed youth with employees by country, 2007-16
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The GEM framework measures four stages of entrepreneurship: nascent
entrepreneurship, new business ownership, established business ownership and business
discontinuation. The first stage of entrepreneurship activities, nascent entrepreneurship,
measures the proportion of the adult population (18-64 years old) that are actively involved
in setting up a business they will own or co-own. To be considered in this stage, the
business must not have paid salaries, wages or any other payments to the owners for more
than three months. (For more information, please see the Reader’s Guide at the beginning
of the book). According to this measure, youth are slightly more active in entrepreneurship
than the overall adult population. Over the 2012-16 period, 4.9% of youth (18-30 years old)
in the European Union were in the process of setting up a business (Figure 3.5). This was
slightly greater than the overall rate for the overall adult population (4.0%).

Among EU Member States, youth were the most active in nascent entrepreneurship in
Latvia (12.4%) and Estonia (13.3%) during the 2012-16 period. At the same time, they were
the least active in Spain where only 2.4% of youth were in the process of setting up a
business. The proportion of youth involved in starting a business was greater than the
overall adult rate in all countries except for Spain, Finland, Greece, Sweden and
Luxembourg, where adults were as likely as youth to be engaged in nascent
entrepreneurship activities.

The nascent entrepreneurship rate for youth in OECD countries® was 6.6% between
2012 and 2016, which was approximately equal to the overall nascent entrepreneurship
rate (6.1%). The nascent rate for youth ranged from 1.1% in Korea to 14.4% in Chile.

Figure 3.5. Nascent entrepreneurship rate for youth, 2012-16
Percentage of population
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The nascent
entrepreneurship rate is defined as the proportion of the adult population (age 18 to 64) that are actively involved in setting up a business
they will own or co-own; this business has not paid salaries, wages or any other payments to the owners for more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink si=r http://dx.doi.org/10.1787/888933624274
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The second phase of entrepreneurship activities in the GEM framework is new business
ownership. This indicator measures the proportion of the population (18-64 years old) that is
currently an owner-manager of a new business that has paid salaries, wages or any other
payments to the owners for more than three months, but not more than 42 months. There was
little difference between youth and adults according to this measure in the European Union
over the 2012-16 period (Figure 3.6). The proportion of adults and youth who were new
business owners over this period was approximately 3% in both the European Union and OECD
countries. However, this measure does vary across countries. The new business ownership rate
for youth was less than 2% in Italy, France and Belgium, and it was greater than 6% in the
Netherlands, Romania, Estonia, Lithuania, Poland and Latvia. Outside of the EU, the rate was
the highest in Chile (7.8%). The gap between the new business ownership rate for youth and
adults was quite small in the vast majority of countries. The difference was the largest in
Estonia (2.0 percentage points), Latvia (2.0 percentage points) and Poland (2.4 percentage
points), where the rate for youth exceeded the rate for adults.

Figure 3.6. New business ownership rate for youth, 2012-16
Percentage of population
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta.
2. All OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data
presented in this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every
year but were included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014,
2015); Bulgaria (2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012,
2013, 2015, 2016); Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014);
Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013,
2016). 4. The new business ownership rate measures the proportion of the population (18-64 years old) that is currently an owner-
manager of a new business that has paid salaries, wages or any other payments to the owners for more than three months, but not
more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sazm http://dx.doi.org/10.1787/888933624293

The third phase of entrepreneurship activities in the GEM model is the established
business ownership rate, which is defined as the proportion of the adult population that
are currently owner-managers of an established business that has paid salaries, wages or
any other payments to the owners for more than 42 months. Over the 2012-16 period, 1.8%
of youth in the European Union were established business owners (Figure 3.7). This
proportion was one-quarter of the proportion of adults who were established business
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owners (6.3%). Similarly, in OECD countries the proportions were 2.1% for youth and 7.1%
for adults. For youth, the established business ownership rate ranged from 0.6% in France
to 7.1% in Greece. The gap between the proportion of youth and adults who were
established business owners was the greatest in France, where adults were nearly six times
more likely than youth to be established business owners. It was the smallest in Romania
where adults were 1.6 times more likely than youth.

Figure 3.7. Established business ownership rate for youth, 2012-16
Percentage of population

Il Total (18-64 years old) < Youth (18-30 years old)
9
%
16
14t
12
10
8 -
»
6 -
4t I NN
8
2 RANARAR G S S S MMM
ARARABBED MMM
o Ld.%3.00. 0. M. M ‘AR [
E B @ ST E S B G2 G AP RAP AL (8O GDP G030 5 D S (PP P @ @ S
<(\'Z§\ \’bQ \@Q)Q}%é\i @0%$® Q&Q\\ \Ci\QQ% Q}Q'b%o@\ "OQ%\QAQ%&&\\Q}TQ’Q)\\%GQ% Ay <<>5 Q <<f}0<(\§bq§b0%& QQ ?&\\\Q‘z}\(io{@ @QQ’QQD\‘(’%QQ;%’(I’ Q%@\%?§ \,'296\%/\\)\ C’)Q’Q’
\§\~ Q)é\ .\\vz,b %$ \\’5\" %‘z} \5{{\@)
VNS o®

Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The established business ownership rate is
defined as the proportion of the adult population that are currently owner-managers of an established business that has paid salaries,
wages or any other payments to the owners for more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink =azm http://dx.doi.org/10.1787/888933624312

The final stage of entrepreneurship is business discontinuation, or exit. There is a
wide range of reasons why an entrepreneur would cease their business’ activities. Some
reasons are positive (e.g. they sold it), while others are negative (e.g. the business was not
profitable). The reasons that youth in the European Union and OECD countries
discontinued their businesses over the 2012-16 period are presented in Figure 3.8. In the
European Union, the most frequently cited reason by youth for discontinuing a business
was that it was not profitable (27.5%). This was also the most frequently reported reason for
adults (29.8%). The second and third most cited reasons for youth were “personal reasons”
(20.6%) and “another job or business opportunity” (18.2%). These proportions were nearly
identical across OECD countries.

The frequency of the various reasons for business discontinuation varies greatly
across countries. For example, the proportion of youth who discontinued their business
citing that it was not profitable was very high in some countries such as Austria (72.8%)
and Cyprus (56.6%) but very low in others, including Bulgaria (5.1%), Germany (7.0%) and
Spain (7.9%).
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Figure 3.8. Reasons for business exit cited by youth entrepreneurs in European Union and OECD
countries, 2012-16

Percentage of those involved in a business exit in the past 12 months
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Business activities by youth entrepreneurs and self-employed youth

e Self-employment rates for youth (15-24 years old) were lower than the rates for adults
in almost all industries.

® Between 2012 and 2016, youth (18-30 years old) who were involved in setting up a
business were slightly more likely than adults to be doing so in a team of three or more.
This was true in both the European Union (21.4% vs. 18.9% for adults) and OECD
countries (22.9% vs. 19.8% for adults).

e In EU Member States and OECD countries youth entrepreneurs (18-30 years old) were
approximately as likely as adults to offer new products and services to potential
customers in the period 2012-16, and were also as likely to expect to create at least 19
new jobs over the next five years. However, variation across countries is substantial.

The self-employment rate for youth in the European Union is presented by industry in
Figure 3.9 for 2016. Youth (15-24 years old) were less likely to be self-employed than adults
in almost all industries. In 2016, the self-employment rates for youth were the lowest in
Manufacturing (1.3%), Human health and social work activities (1.9%), Wholesale and retail
trade; repair of motor vehicles and motorcycles (2.4%) and Accommodation and food
service activities (2.5%).

Youth (18-30 years old) were slightly more likely than adults to be involved in
entrepreneurial teams when starting their business. Over the 2012-16 period, 21.4% of
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Figure 3.9. Self-employment rate for youth by industry in the European Union, 2016
Self-employed as a percentage of employment
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Note: Data for activities in which less than 0.5% of all self-employed are active are not shown.
Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink %i=m http://dx.doi.org/10.1787/888933624350

youth in the European Union and 22.9% of youth in OECD countries were in the process of
starting a business within a group of three or more entrepreneurs (Figure 3.10). This was
above the proportion of adults over this period (18.9% for the European Union and 19.8% in
OECD countries). Across European Union Member States, more than one-third of youth
nascent entrepreneurs were working in a team of three or more in Finland (34.7%),
Denmark (35.0%) and Slovenia (35.2%). This proportion was even higher in Japan (50.1%).
Conversely, fewer than 15% of youth who were starting a business over this period were
working in teams in Poland (10.0%), Italy (13.0%) and the Netherlands (14.9%).

Figure 3.11 presents the proportion of youth entrepreneurs that offered products or
services that were new to potential customers over the 2012-16 period. In the European
Union, youth entrepreneurs (18-30 years old) were as likely as adult entrepreneurs to offer
new products and services (approximately 30%). This proportion varied across Member
States but the gap between youth and adults was almost always very small. The gap was
the greatest in Slovenia (7.4 percentage points), Portugal (6.6 percentage points), Denmark
(+6.2 percentage points) and Poland (6.0 percentage points).

Similarly, 33.5% of youth in OECD countries offered new products and services, which
was approximately equal to the proportion of adults who did (31.1%). For youth, this
proportion ranged from 15.6% in Norway to 60.5% in Chile.

Over the 2012-16 period, youth entrepreneurs were slightly more likely than adult
entrepreneurs to report that they expected their business to create a substantial number of
jobs in the medium-term (Figure 3.12). In the European Union, 11.1% of youth reported that
they expected their businesses to generate at least 19 new jobs over the next five years,
against 10.0% of adults. Although this growth threshold is quite high, more than one in five
youth entrepreneurs in Latvia (20.4%) expected to meet this threshold. Conversely, no
youth entrepreneurs in Bulgaria expected to reach this level of job creation over this period
and only 2.7% of youth entrepreneurs in Greece did.
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Figure 3.10. Proportion of new youth entrepreneurs who operate in teams, 2012-16
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All OECD
countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in this figure
were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were included in the figure:
Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015, 2016); Cyprus (2016); Czech
Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012, 2013, 2014); Korea (2012, 2013,
2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014, 2015, 2017);
Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Nascent entrepreneurs are those that are actively involved in setting up a
business they will own or co-own,; this business has not paid salaries, wages or any other payments to the owners for more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Figure 3.11. Proportion of new youth entrepreneurs who introduced new products and services,
2012-16
“Do all, some, or none of your potential customers consider this product or service new and unfamiliar?”
Percentage of early-stage entrepreneurs who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Early-stage entrepreneurs are those who are
in the process of setting up a new business and those who operate a business that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Youth were slightly more likely to expect high employment growth in OECD countries.
Approximately 13% of new youth entrepreneurs expected to create 19 new jobs over the next
five years over this period, which was equal to the proportion of adults. Youth entrepreneurs
were the most likely to expect this level of growth in Turkey (29.6%) and Japan (30.6%).

Figure 3.12. Growth expectations among new youth entrepreneurs, 2012-16

“Not counting owners, how many people, including both present and future employees, will be working for this business five
years from now? Please include all exclusive subcontractors, meaning people or firms working only for this business, and not
working for others as well.”

Percentage of early-stage entrepreneurs who indicated at least 19 new jobs would be created over the next five years
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Early-stage entrepreneurs are those who are
in the process of setting up a new business and those who operate a business that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Si=m http://dx.doi.org/10.1787/888933624407

Barriers to business creation for youth

® Youth (18-30 years old) were less likely than adults between 2012 and 2016 to feel that
they had the knowledge and skills for entrepreneurship in the European Union (36.0%
vs. 41.9% for adults) and across OECD countries (37.8% vs. 44.1% for adults). In other
words, approximately two-thirds of youth view entrepreneurship skills as a barrier to
business creation.

@ Nearly half of young people in the European Union viewed fear of failure as a barrier to
entrepreneurship over the 2012-16 period (46.6%). This proportion was above the
proportion for OECD countries (39.6%).

Entrepreneurship skills is one of the most frequently cited barriers to successful
business creation and it is often a particular challenge for youth since they have had little
time to acquire skills in the labour market, either in employment or self-employment. Over
the 2012-16 period, youth (18-30 years old) in the European Union were less likely than the
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overall population to report that they had the skills and knowledge to start a business
(36.0% vs. 41.9% of adults) (Figure 3.13). Youth appear to be the most likely to be confident
in their entrepreneurship knowledge and skills in Poland, where more than half of youth
reported that they had the skills and experience to start a business (51.1%). This is more
than double the percentage of youth in Denmark who felt the same (24.9%). With two-
thirds of youth in the European Union suggesting that a lack of entrepreneurship skills is a
barrier to business creation, there is clearly room for policy makers to introduce and
improve the quality of entrepreneurship education offered in formal education and to
improve the quality of entrepreneurship training offered outside of education.

Figure 3.13. Entrepreneurship skills as a barrier to business creation for youth, 2012-16

“Do you have the knowledge and skills to start a business?”
Percentage of population who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Another important barrier for youth entrepreneurs is a fear of failure. Over the 2012-16
period, 46.6% of youth in the European Union reported that a fear of failure stopped them
from starting a business (Figure 3.14). This was equivalent to the proportion of adults who
reported this barrier (47.8%). Between 40% and 50% of youth in most European Union
Member States reported this barrier. The exceptions were Slovenia (36.7%), Bulgaria (38.3%)
and the United Kingdom (39.3%), as well as Luxembourg (51.9%), Cyprus (54.7%), Poland
(57.3%), Italy (57.9%) and Greece (68.5%).

The proportion of youth who reported a fear of failure was lower among OECD
countries over this period (39.6%) than in the European Union. There was no difference
compared with the proportion of adults who reported this barrier. The OECD countries
where youth were the least likely to report a fear of failure over this period were Chile
(27.1%), Korea (29.3%) and Norway (29.7%).

THE MISSING ENTREPRENEURS 2017: POLICIES FOR INCLUSIVE ENTREPRENEURSHIP © OECD/EUROPEAN UNION 2017


http://dx.doi.org/10.1787/888933624426

1.3. YOUTH SELF-EMPLOYMENT AND ENTREPRENEURSHIP ACTIVITIES

Figure 3.14. Fear of failure as a barrier to business creation for youth, 2012-16
“Does a fear of failure prevent you from starting a business?"
Percentage of population who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.
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Conclusions

Overall, youth express a great interest in entrepreneurship with some surveys
suggesting that almost half of youth would prefer to work in self-employment rather than
employment. However, few youth become self-employed. It is clear that youth face many
barriers, including a lack of entrepreneurship skills. Other key barriers include a lack of
entrepreneurship role models, little entrepreneurship and work experience, few financial
resources, limited business networks and market barriers such as low credibility with
potential customers (OECD/EC, 2012). Common public policy responses to these barriers
include entrepreneurship training, grants and loans for business start-up, coaching and
mentoring and support in network building. It is also important for public policy to go
beyond helping youth start businesses by helping them develop and grow their
businesses. Many youth indicate that their businesses introduced new products and
services to their customers and that they sell to customers in other countries. It is
important to help these youth exploit these opportunities to maximise the economic
impact of their businesses.

For further policy discussion on youth entrepreneurship and related policy actions,
please refer to OECD/EU (2012).
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Note

1. The OECD has 35 member economies: Australia, Austria, Belgium, Canada, Chile, the Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan,
Korea, Latvia, Luxembourg, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, the
Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United
States.
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Chapter 4

Seniors’ self-employment
and entrepreneurship activities

This chapter presents evidence on self-employment and entrepreneurship activities by
seniors, including data on the proportion of seniors that are active in self-employment and
entrepreneurship. Data are also presented on the characteristics of businesses operated by
seniors, including the industry, proportion that introduce new products or services, and the
proportion that expect to create a large number of jobs. The chapter also presents data on the
key barriers to business creation for seniors such as a lack of entrepreneurship skills and
fear of failure. These indicators are presented at the European Union and OECD levels, as
well as at the country level.

Note by Turkey:
The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli
authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
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Key messages

Seniors are quite active in self-employment. In 2016, seniors (50-64 years old) were
more likely to be self-employed than the overall adult population (15-64 years old) in the
European Union (18.2% vs. 14.0% for adults). However, the self-employment rate for seniors
has decreased 1.6 percentage points over the last decade.

Despite a high proportion of working seniors in self-employment, few seniors are
actively involved in trying to set up a business. In the European Union, only 2.6% of seniors
were engaged in starting a business over the 2012-16 period relative to 4.0% of adults.
Similarly, only 4.5% of seniors in OECD countries were involved in starting a business over
this period, which was lower than the proportion of adults (6.1%). Those that do go on to start
a business appear to be slightly more likely to have employees than the overall population of
the self-employed. In the European Union, nearly one-third of self-employed seniors (31.2%)
had at least one employee in 2016, relative to 28.5% for the overall self-employed population.

While some seniors face barriers to business creation such as low levels of retirement
savings, the opportunity cost of business creation and outdated business networks, more
than four in ten seniors in the European Union (42.8%) reported that they had the
knowledge and skills to start a business over the 2012-16 period. This was similar to the
proportion in OECD countries and to overall proportion of adults in the EU and OECD
countries. Seniors in European Union Member States and OECD countries were less likely
than adults to report a fear of failure was a barrier to entrepreneurship over this period.

Almost one-third of seniors who ceased their entrepreneurship activity over the 2012-16
period did so because it was not profitable. Retirement was the second most frequently
cited reason in the European Union (16.4%). However, only 10.5% of seniors in OECD
countries indicated that they exited due to retirement.

Self-employment activities by seniors

® Seniors (50-64 years old) were more likely to be self-employed than adults in the
European Union. In 2016, 18.2% of working seniors were self-employed. This is down
1.6 percentage points from the proportion in 2007.

e In the European Union, nearly one-third of self-employed seniors (31.2%) had at least
one employee in 2016. This was slightly higher than the rate for all adults.

Figure 4.1 presents the proportion of seniors (50-64 years old) in employment that are
self-employed. At the European Union level, 18.2% of seniors in employment in 2016 were
self-employed. This was above the overall average for adults (15-64 years old) (14.0%).
However, there has been a slight downward trend in the self-employment rate for seniors
over the last decade, as employment grew between 2007 and 2016 faster than self-employment
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Figure 4.1. Self-employment rate for seniors in the European Union, 2007-16
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for this age group (28% vs. 17%). The self-employment rate for seniors has declined
1.6 percentage points over the last decade, while the rate for adults was constant.

There were substantial differences in the self-employment rate for seniors across
countries over the last decade (Figure 4.2). More than four out of ten employed seniors in
Greece in 2016 were self-employed (42.4%), which was nearly two-and-a-half times the
European Union average. At the same time, the self-employment rate for seniors was
approximately 10% in several countries: Estonia (9.4%), Denmark (10.7%) and Lithuania (11.9%).
Between 2007 and 2016, the self-employment rate for seniors declined in 20 European
Union Member States.

In addition to being more likely to be working in self-employment, seniors (50-64 years
old) are also more likely to have employees when they are self-employed. In 2016, nearly
one-third of self-employed seniors (31.2%) in the European Union had at least one
employee (Figure 4.3). This was above the overall average for adults (15-64 years old)
(28.5%). Over the last decade, there was a slight decline of 0.5 percentage points in the
proportion of self-employed seniors who had employees. However, this was less of a
decline than for the overall average for self-employed adults (2.3 percentage points).

The proportion of self-employed seniors with employees in European Union Member
States and selected OECD countries between 2007 and 2016 is presented in Figure 4.4.
Nearly half of self-employed seniors had employees in Luxembourg (47.9%), Germany
(47.8%) and Hungary (47.4%), but fewer than one-in-five did in Romania (5.0%), Cyprus
(16.4%) and the United Kingdom (18.7%). Since 2007, there was substantial growth in the
proportion of self-employed seniors with employees in several European Union Member
States, including Latvia (10.4 percentage points), Croatia (11.7 percentage points) and
Estonia (15.1 percentage points). At the same time, the proportion declined substantially in
the Slovak Republic (-8.5 percentage points) and Cyprus (-15.9 percentage points).
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Figure 4.2. Self-employment rate for seniors by country, 2007-16
Self-employed as a percentage of total employment

Total (15-64 years old) = = = Seniors (50-64 years old)
- - -~
S S == -
= e~ ~ =0 =~ S N =l
———— = > - - —’\ \’\
e — == - e
—_——
PR TR TS FR S O O SO ®
Austria Belgium Bulgaria Croatia Cyprus Czech Republic Denmark
-~
— ~
B - S .
RN
L » -
-——~——= o _- ____ Epp——
——— -
| _ A il —_—
FRPFE S FRETE FEE TS TR RS S S
Estonia Finland France Germany Greece Hungary Iceland
e = T--a -
‘ - -
L - - e -
——————— - N\ — /
N === N\ o—= N7 - -
V—’—’
FRFFE TS FEES S TR S O S ®
Ireland Italy Latvia Lithuania Luxembourg Malta Netherlands
S
Cagh X S TS =
S - - ~ > -
- . - N -—--_.
r — __/\—\
\_\ ——— SN TN ———
L —
FE T TS TS TS TS TS P
Norway Poland Portugal Romania Slovak Republic Slovenia Spain
7_—/%—-4‘
L ———
- - -
—_—— - - L - - -~
e
PSS S T St s
Sweden Switzerland Turkey United Kingdom

Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.

76

StatLink Sazm http://dx.doi.org/10.1787/888933624483

THE MISSING ENTREPRENEURS 2017: POLICIES FOR INCLUSIVE ENTREPRENEURSHIP © OECD/EUROPEAN UNION 2017


http://ec.europa.eu/eurostat/web/lfs/data/database
http://dx.doi.org/10.1787/888933624483

1.4. SENIORS’ SELF-EMPLOYMENT AND ENTREPRENEURSHIP ACTIVITIES

Figure 4.3. Proportion of self-employed seniors with employees in the European Union, 2007-16
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Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lIfs/data/database.
StatLink =azm http://dx.doi.org/10.1787/888933624502

Activities by seniors over the entrepreneurship life-cycle

e The proportion of seniors engaged in nascent entrepreneurship activities, i.e. those
actively involved in setting up a business, was lower than the proportion of adults in the
European Union (2.6% vs. 4.0% for all adults) and OECD countries (4.5% vs. 6.1% for all
adults) between 2012 and 2016.

e® However, seniors were more likely to be an owner-operator of a business that has
operated for more than 42 months. The established business ownership rate for the
2012-16 period in the European Union was 8.3%, while it was 10.2% for OECD countries.

® Nearly one-third of seniors indicated that they discontinued their business between
2012 and 2016 because it was not profitable. Retirement was the second most frequently
cited reason in the European Union (16.4%). However, only 10.5% of seniors in OECD
countries indicated that they exited due to retirement.

In addition to examining self-employment activities, the level of entrepreneurship
activities can also be estimated using surveys. The most well-known entrepreneurship
survey is the annual international household survey by the Global Entrepreneurship
Monitor (GEM), which is a network of entrepreneurship researchers and research
institutions. The model used by the GEM considers four stages of entrepreneurship activity:
nascent entrepreneurship, new business ownership, established business ownership and
business discontinuation. Please refer to the Reader’s Guide for more information on the
GEM survey.

Nascent entrepreneurship is defined by the GEM as the proportion of the adult
population (18 to 64 years old) that are actively involved in setting up a business they will
own or co-own. This business must not have paid salaries, wages or any other payments to
the owners for more than three months. The nascent entrepreneurship rate for the period
2012-16 for seniors (50-64 years old) is presented in Figure 4.5. Overall in the European
Union, seniors were less active than the average for the adult population (18-64 years old)
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Figure 4.4. Proportion of self-employed seniors with employees by country, 2007-16
Percentage of self-employed
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Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink =azm http://dx.doi.org/10.1787/888933624521
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over the 2012-16 period (2.6% vs. 4.0% for all adults). Among European Union Member
States, the nascent entrepreneurship rate ranged from 1.1% in Bulgaria to 5.0% in
Luxembourg over this period. This rate was below the rate for adults in all Member States.

Similarly, 4.5% of seniors in OECD countries! were nascent entrepreneurs between
2012 and 2016. This was below the proportion for all adults (6.1%). The nascent
entrepreneurship rates for seniors were highest over this period in Australia (6.0%), United
States (6.7%), Canada (6.8%), Mexico (8.2%) and Chile (12.8%).

Figure 4.5. Nascent entrepreneurship rate for seniors, 2012-16
Percentage of population
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta.
2. All OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data
presented in this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every
year but were included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014,
2015); Bulgaria (2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012,
2013, 2015, 2016); Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014);
Luxembourg (2013, 2014, 2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013,
2016). 4. The nascent entrepreneurship rate is defined as the proportion of the adult population (age 18 to 64) that are actively involved
in setting up a business they will own or co-own; this business has not paid salaries, wages or any other payments to the owners for
more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sazm http://dx.doi.org/10.1787/888933624540

New business ownership is the second phase of entrepreneurship activity in the GEM
model. The new business ownership rate measures the proportion of the population that
is currently an owner-manager of a new business that has paid salaries, wages or any other
payments to the owners for more than three months, but not more than 42 months.
Figure 4.6 presents the new business ownership rate for seniors over the 2012-16 period. In
the European Union, 1.8% of seniors were new business owners over this period. This was
below the average for the adult population (2.8%). While the new business ownership rate
was fairly similar across countries, the gap between the rate for seniors and the rate for
adults did vary significantly. In some countries such as the Czech Republic, Estonia, Poland,
Lithuania and Latvia, seniors were less than half as likely as adults to be new business
owners. However, in other countries such as Denmark and Sweden, there was only a small
difference in the new business ownership rate between seniors and adults.
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Figure 4.6. New business ownership rate for seniors, 2012-16
Percentage of population
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The new business ownership rate measures
the proportion of the population (18-64 years old) that is currently an owner-manager of a new business that has paid salaries, wages or any
other payments to the owners for more than three months, but not more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Susm http://dx.doi.org/10.1787/888933624559

Across OECD countries, approximately 2.6% of seniors were new business owners over
this period. This was below the proportion of all adults (3.5%). The greatest proportion of
seniors who were new business owners was in Korea (4.9%), Australia (5.0%) and Chile
(8.1%).

Established business ownership is the third stage of entrepreneurship activities in the
GEM model. Established business owners are those who are owner-managers of a business
that has paid salaries, wages or any other payments to the owners for more than
42 months. Seniors in the European Union were more likely than the average for all adults
to be established business owners over the 2012-16 period (8.3% vs. 6.3% for all adults) and
this finding is consistent across all Member States (Figure 4.7). At the country level, the
established business ownership rate for seniors ranged from 4.6% in Luxembourg to 16.2%
in Greece.

Approximately 10.2% of seniors in OECD countries were owner-operators of established
businesses between 2012 and 2016, which was above the proportion of adults (7.1%). The
established business ownership rates for seniors exceeded 15% in this period in Switzerland
(15.1%), Chile (15.2%), Australia (16.0%) and Greece (16.2%).

Business discontinuation is the final stage of the entrepreneurship cycle in the GEM
framework. The reasons cited by seniors for business exit over the 2012-16 period are
reported for the European Union and OECD membership in Figure 4.8. In the European
Union, the most common reason for discontinuing a business was that it was not
profitable. This was cited by 29.7% of discontinuing senior entrepreneurs, which was the
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Figure 4.7. Established business ownership rate for seniors, 2012-16
Percentage of population
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. The established business ownership rate is
defined as the proportion of the adult population that are currently owner-managers of an established business that has paid salaries,
wages or any other payments to the owners for more than 42 months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sasm http://dx.doi.org/10.1787/888933624578

Figure 4.8. Reasons for business exit cited by senior entrepreneurs, 2012-16
Percentage of those involved in a business exit in the past 12 months
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria
(2015, 2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016);
Japan (2012, 2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014,
2015, 2016); Norway (2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sz http://dx.doi.org/10.1787/888933624597

THE MISSING ENTREPRENEURS 2017: POLICIES FOR INCLUSIVE ENTREPRENEURSHIP © OECD/EUROPEAN UNION 2017 81


http://dx.doi.org/10.1787/888933624578
http://dx.doi.org/10.1787/888933624597

1.4. SENIORS’ SELF-EMPLOYMENT AND ENTREPRENEURSHIP ACTIVITIES

same proportion as the overall adult population. The second most frequently cited reason
was retirement (16.4%), which was followed by personal reasons (14.7%). However, only
10.5% of seniors in OECD countries indicated that they exited due to retirement.

At the country level, a lack of profitability was frequently the most cited reason for
business exit but there were three countries were retirement was the most frequently cited
reason: Austria, France and Slovenia.

Business activities by senior entrepreneurs and self-employed seniors

@ In 2016, seniors (50-64 years old) were the most likely to be self-employed in Agriculture,
forestry and fishing (61.8%) and Professional, scientific and technical activities (42.9%).

@ Seniors were slightly more likely than the adult population to be engaged in business
start-up in a team of three or more people. Between 2012 and 2016, 20.9% of seniors
involved in business start-up in the European Union were working in teams while the
proportion was 18.4% in OECD countries.

e Approximately 30% of early-stage senior entrepreneurs offered new goods and services
over the 2012-16 period. This was the same proportion as in the adult population.

e In the European Union, approximately 9% of early-stage senior entrepreneurs over the
2012-16 period expected to create at least 19 jobs over the next five years. In OECD
countries, this proportion was 12.7%. However, there was little difference within
countries between these proportions and the proportion in the overall adult population
who anticipated this level of growth.

Self-employment rates for seniors in 2016 are presented by industry in Figure 4.9. The
figure shows that seniors had higher self-employment rates than adults in all industries in
2016 except for households as employers. The industries where seniors were the most
likely to be self-employed were Agriculture, forestry and fishing (61.8%) and Professional,
scientific and technical activities (42.9%).

Figure 4.9. Self-employment rates for seniors by industry in the European Union, 2016
Self-employed as a percentage of employment
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Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink Sasm http://dx.doi.org/10.1787/888933624616
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In the European Union, senior entrepreneurs were slightly more likely than other adults
to be involved in team entrepreneurship. Over the 2012-16 period 20.9% of senior
entrepreneurs who were involved in starting a new business were working with a team of
three of more people (Figure 4.10), which was slightly higher than the proportion of the adult
population (18.9%). This proportion was the lowest in Sweden (12.3%), Germany (13.1%) and
the Czech Republic (13.1%), and the highest in Belgium (36.0%) where more than one-third of
senior entrepreneurs involved in nascent entrepreneurship activities work in a team of three
or more.

Similarly, 18.4% of seniors involved in nascent entrepreneurship over the 2012-16
period in OECD countries were working in teams of three or more. The OECD countries

where seniors were most likely to be working in teams over this period were Japan (32.3%),
Turkey (33.8%) and Belgium (36.0%).

Figure 4.10. Proportion of new senior entrepreneurs who operate in teams, 2012-16
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Nascent entrepreneurs are those that are
actively involved in setting up a business they will own or co-own; this business has not paid salaries, wages or any other payments to the
owners for more than three months.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink S http://dx.doi.org/10.1787/888933624635

Figure 4.11 presents the proportion of nascent entrepreneurs and new business owners
whose businesses offer products and/or services that are new to potential customers. Over
the 2012-16 period, senior entrepreneurs in the European Union were as likely as adults to
bring new products and services to the market (28.0% vs. 28.9% for all adults). Seniors were
more likely than adults to introduce new products and services in Ireland, Romania and
Denmark. However, they were much less likely to do so in Hungary and Cyprus.

In OECD countries in the same period, early-stage senior entrepreneurs were also as
likely as adults to offer new products and services (approximately 31% for both groups).
More than half of early-stage senior entrepreneurs offered new products and services in
Chile (53.6%) and Denmark (55.2%).
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Figure 4.11. Proportion of new senior entrepreneurs who introduced
new products and services, 2012-16
“Do all, some, or none of your potential customers consider this product or service new and unfamiliar?”
Percentage of early-stage entrepreneurs who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Early-stage entrepreneurs are those who are
in the process of setting up a new business and those who operate a business that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sasm http://dx.doi.org/10.1787/888933624654

Furthermore, early-stage senior entrepreneurs were nearly as likely as adults to expect
to create at least 19 jobs over the next five years. Over the 2012-16 period, 8.9% of senior
entrepreneurs who were involved in setting up a business or who owned a business that
was less than 42 months old expected to meet this level of employment growth
(Figure 4.12). This was essentially the same proportion as for all adults (10.0%). However,
within the European Union, this proportion varied substantially across Member States.
Only 3.5% and 3.8% of early-stage senior entrepreneurs in Italy and Spain expected to reach
this level of employment growth. Conversely, more than one-fifth of early-stage
entrepreneurs in Romania (21.3%) did. The gap between the proportion of early-stage
senior and adult entrepreneurs is striking in several countries. In Greece, early-stage senior
entrepreneurs were twice as likely as early-stage adults to expect to create at least 19 jobs
and in Bulgaria, they were 3.8 times as likely.

In OECD countries, early-stage senior entrepreneurs were as likely as the adult
population between 2012 and 2016 to expect to create at least 19 jobs over the next five
years (approximately 13% for both). This proportion varied greatly across countries,
ranging from 1.3% of early-stage senior entrepreneurs in Mexico to 30.9% in Turkey.
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Figure 4.12. Growth expectations among new senior entrepreneurs, 2012-16

“Not counting owners, how many people, including both present and future employees, will be working
for this business five years from now? Please include all exclusive subcontractors, meaning people
or firms working only for this business, and not working for others as well.”

Percentage of early-stage entrepreneurs who indicated at least 19 new jobs would be created over the next five years
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016). 4. Early-stage entrepreneurs are those who are
in the process of setting up a new business and those who operate a business that is less than 42 months old.
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Sazm http://dx.doi.org/10.1787/888933624673

Barriers to business creation for seniors

® A perceived lack of entrepreneurship skills does not appear to disproportionately
prevent seniors from starting businesses relative to the adult population. In the
European Union, 42.8% of seniors felt that they had the skills needed for
entrepreneurship over the 2012-16 period while 44.0% in OECD countries felt this way.
These proportions were similar to the overall adult population.

® 43.8% of seniors in the European Union and 38.7% of seniors in OECD countries
indicated that fear of failure is a barrier to entrepreneurship between 2012 and 2016.
These proportions are slightly below those of the adult populations.

A lack of entrepreneurship skills is frequently cited as one of the most important
barriers to business creation for people from under-represented and disadvantaged groups.
However, seniors appear to be as likely as adults to report that they have the knowledge
and skills needed to start a business. Over the 2012-16 period, 42.8% of seniors in the
European Union reported that they had the skills needed for business creation
(graphic 4.13). This was essentially the same proportion as found in the adult population
(41.9%). While this was valid for most European Union Member States, the exceptions are
in Romania, Portugal and Latvia, where seniors are approximately seven percentage points
less likely to feel that they have the skills for entrepreneurship.
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Figure 4.13. Entrepreneurship skills as a barrier to business creation for seniors, 2012-16
“Do you have the knowledge and skills to start a business?”
Percentage of population who responded “yes”

I Total (18-64 years old) < Seniors (50 to 64 years old)

%
70

Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway
(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).
Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global
Entrepreneurship Monitor.

StatLink Si=m http://dx.doi.org/10.1787/888933624692

A similar picture emerges in OECD countries where 44.0% of seniors felt that they had
the knowledge and skills to start a business in the 2012-16 period. However, there were six
OECD countries where more than half of seniors reported that they had the knowledge and
skills needed for entrepreneurship: Austria (51.4%), Australia (53.8%), Canada (54.2%),
Poland (56.5%), United States (58.7%) and Chile (64.5%).

Fear of failure can also be an important barrier to entrepreneurship for people from
groups that are under-represented or disadvantaged in the labour market. However, this
barrier does not appear to be exceptionally strong for seniors as the proportion that cited
this as a barrier was below the average for the population over the 2012-16 period. In the
European Union, 43.8% of seniors indicated that fear of failure is a barrier to
entrepreneurship, relative to 47.8% of the population (Figure 4.14). Generally, fear of failure
appears to be a greater barrier for potential senior entrepreneurs in southern and eastern
European Union Member States.

In OECD countries, a fear of failure appears to be slightly less of a barrier to
entrepreneurship for seniors relative to European Union Member States. Across OECD
countries between 2012 and 2016, 38.7% of seniors viewed this as a barrier. This was
approximately the same as the proportion in the adult population but is lower than in the
European Union. Seniors were the least likely to cite this barrier in Turkey (34.4%), Canada
(34.1%), Mexico (32.3%), United States (31.2%) and Norway (31.0%).
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Figure 4.14. Fear of failure as a barrier to business creation for seniors, 2012-16
“Does a fear of failure prevent you from starting a business?"
Percentage of population who responded “yes”
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Notes: 1. All European Union Member States participated in the GEM survey at least once during the 2012-16 period except for Malta. 2. All
OECD countries participated in the GEM survey at least once during this period except for Iceland and New Zealand. 3. Data presented in
this figure were pooled over the 2012-16 period. A number of countries did not participate in the GEM surveys in every year but were
included in the figure: Australia (participated in 2014, 2015, 2016); Austria (2012, 2014, 2016); Belgium (2012, 2013, 2014, 2015); Bulgaria (2015,
2016); Cyprus (2016); Czech Republic (2013); Denmark (2012, 2014); France (2012, 2013, 2014, 2016); Israel (2012, 2013, 2015, 2016); Japan (2012,
2013, 2014); Korea (2012, 2013, 2015, 2016); Latvia (2012, 2013, 2014); Lithuania (2012, 2013, 2014); Luxembourg (2013, 2014, 2015, 2016); Norway

(2012, 2013, 2014, 2015, 2017); Romania (2012, 2013, 2014, 2015); and Turkey (2012, 2013, 2016).

Source: Global Entrepreneurship Monitor (GEM) (2017), Special tabulations of the 2012-16 adult population surveys from the Global

Entrepreneurship Monitor.
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Conclusions

Seniors are more active than the adult population in self-employment and senior
entrepreneurs are an extremely diverse group. They include people who have spent their
entire career in self-employment, those transitioning into retirement by starting a part-time
business and those who have had to start a business to earn income due to a lack of
retirement savings. Accordingly, the challenges faced by this group are diverse. Some lack
entrepreneurship skills, while others lack financial resources and many will have small or
outdated business networks. Public policy has a role in addressing these barriers by offering
entrepreneurship training, improving access to start-up financing and supporting the
development of entrepreneurship networks. In addition, many seniors have experience in
self-employment and can remain engaged in entrepreneurship by mentoring and supporting
younger entrepreneurs. Therefore public policy can also match senior entrepreneurs with
younger entrepreneurs to facilitate a transfer of knowledge between the generations.

For more information and policy discussion on senior entrepreneurship activities,
please refer to OECD/EU (2012) and European Commission (2016).

Note

1. The OECD has 35 member economies: Australia, Austria, Belgium, Canada, Chile, the Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan,
Korea, Latvia, Luxembourg, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, the
Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United
States.
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Chapter 5

Self-employment and entrepreneurship
by the unemployed

Data on the proportion of unemployed people who seek to return to work through self-
employment are reported in this chapter, as well as the proportion that are successful at
transitioning from unemployment to self-employment. Data on the unemployed are
presented by gender and age at both the European Union and Member State levels.

Note by Turkey:

The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.
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Key messages

Only a small proportion of the unemployed move back into work as self-employed in
the European Union. In 2016, 634 800 people who were unemployed in 2015 moved into
self-employment. This represents 3.2% of those who were unemployed in 2015.

However, this proportion is greater than the proportion of the unemployed who
indicate that they are seeking to return to work as a self-employed person. In 2015, 492 000
unemployed people indicated that they were seeking self-employment, accounting for
2.2% of the unemployed. Unemployed men and seniors were the most likely to seek self-
employment, while women and youth were less likely. The gap between the proportion of
the unemployed who seek self-employment and those who go on to start businesses can
be explained by the number of people who look for work as an employee but cannot secure
a job and therefore start a business.

Seeking self-employment from unemployment

® Only 2.2% of unemployed people in the European Union in 2016 indicated that they
wanted to return to work as self-employed. Unemployed men and seniors were the
most likely to seek self-employment.

e The proportion of unemployed people seeking self-employment has declined from a
peak of 3.6% in 2008, which was the early stages of the economic crisis.

In 2016, there were more than 20.8 million unemployed people in the European Union.
Of this number, approximately 455 000 were attempting to return to work by starting a
business. Thus, only 2.2% of unemployed people were seeking to become self-employed
(Figure 5.1). Unemployed men were more likely than unemployed women to seek self-
employment (2.6% vs. 1.7% for unemployed women) and unemployed seniors (50-64 years
old) were more likely than unemployed youth (15-24 years old) (2.4% vs. 1.1% for
unemployed youth).

Variation across European Union Member States was quite substantial in 2016,
reflecting differences in labour market conditions and quality of unemployment benefits.
Overall, the unemployed in Romania (11.0%) and Luxembourg (12.0%) in 2016 were the
most likely to seek self-employment. In all other Member States, the proportion was below
4%, and below 1% in Cyprus.

Reliable data by target group are not available for all Member States. Taking this caveat
into account, unemployed women in all countries were less likely than unemployed men
to seek self-employment (Figure 5.2a). The proportion of unemployed youth who sought
self-employment in 2016 ranged from 0.7% in Spain to 7.8% in Romania (Figure 5.2b).
Similarly, the proportion of unemployed seniors who sought self-employment in 2016
ranged from 1.1% in Spain to 10.6% in Romania.

90 THE MISSING ENTREPRENEURS 2017: POLICIES FOR INCLUSIVE ENTREPRENEURSHIP © OECD/EUROPEAN UNION 2017



1.5. SELF-EMPLOYMENT AND ENTREPRENEURSHIP BY THE UNEMPLOYED

Figure 5.1. Proportion of the unemployed seeking self-employment in the European Union, 2016
Percentage of the unemployed (15-64 years old)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database.
StatLink %i=r http://dx.doi.org/10.1787/888933624730

Figures 5.3a and 5.3b present the proportion of unemployed people in the European
Union who sought self-employment over the 2007-16 period. Overall, the proportion has
declined from a peak of 3.6% in 2008, which followed the onset of the economic crisis. Since
2012, the proportion has been stable at approximately 2%. This trend also holds when
examining the proportion by gender (Figure 5.3a). However, a slightly different pattern
emerges when comparing the proportion of unemployed youth and seniors who sought
self-employment (Figure 5.3b). The peak in the proportion of unemployed seniors seeking
self-employment was in 2009 (3.5%), one year later than the peak for unemployed youth
(3.0% in 2008).
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Figure 5.2. Proportion of the unemployed seeking self-employment by country, 2016
Percentage of the unemployed (15-64 years old)
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Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/lfs/data/database.
StatLink &i=r http://dx.doi.org/10.1787/888933624749

Entering self-employment from unemployment

92

@ More unemployed people return to work in self-employment than the number who
intended to, suggesting that many have done so because they could not find employment.

e In 2015, 492 000 unemployed people in the European Union indicated that they were
seeking self-employment (2.2% of the unemployed). But in 2016, 634 800 unemployed
people had moved into self-employment (3.2% of the unemployed).

There were nearly 22.8 million unemployed people in the European Union in 2015 and
492 000 of these people sought to return to work in self-employment. That is 2.2%, as was
also the case in 2016. However, 634 800 people who were unemployed in 2015 had moved
into self-employment in 2016 (approximately 3.2%) (Figures 5.4a and 5.4b). This indicates

THE MISSING ENTREPRENEURS 2017: POLICIES FOR INCLUSIVE ENTREPRENEURSHIP © OECD/EUROPEAN UNION 2017


http://ec.europa.eu/eurostat/web/lfs/data/database
http://dx.doi.org/10.1787/888933624749

1.5. SELF-EMPLOYMENT AND ENTREPRENEURSHIP BY THE UNEMPLOYED

%
5.0

45
4.0
35
3.0
25
2.0
1.5
1.0
05
0.0

%
5.0

45
40
35
30 |
25
20
1.5 |
1.0
05 |

Figure 5.3. Proportion of the unemployed seeking self-employment
in the European Union, 2007-16
Percentage of the unemployed (15-64 years old)
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Source: Eurostat (2017a), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.
StatLink Sa=m http://dx.doi.org/10.1787/888933624768

that more unemployed people moved into self-employment than the proportion who
sought it, suggesting that nearly one-third of those who transitioned into self-employment
did so because they do not have other opportunities in employment. The number of
unemployed people moving into self-employment has declined since 2014 (Figure 5.4a) but
the proportion has increased slightly (Figure 5.4b) because the total number of unemployed
has declined.

Figure 5.5 presents the proportion of unemployed people that moved into self-
employment for each European Union Member State. The proportion of unemployed
people that made the transition to self-employment ranged from 0.9% in Cyprus to 12.0%
in Luxembourg. There appears to be some a reasonably strong correlation across Member
States in the proportion of unemployed people who sought self-employment and the
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Figure 5.4. Potential for self-employment by the unemployed in the European Union, 2007-16

a. Number of unemployed (15-64 years old)
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Figure 5.5. Potential for self-employment for the unemployed by country, 2015-16
Percentage of the unemployed (15-64 years old)
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Source: Eurostat (2017b), Special tabulations of the Labour Force Survey 2015-16.
StatLink %i=r http://dx.doi.org/10.1787/888933624806
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proportion that moved into self-employment the following year. The only exceptions were
Latvia and Romania, where fewer unemployed became self-employed, and Greece and
Luxembourg, where more unemployed people moved into self-employment than expected.

Conclusions

Self-employment is an alternative option to employment for unemployed people
seeking to return to work. While the number of people who move from unemployment to
self-employment is relatively low, it is an important option because the costs of long-term
unemployment or withdrawing from the labour market are very high, both for an economy
as well as for the individuals. An economy does not benefit from idle resources (i.e. long-term
unemployed people), while long-term unemployed people face diminishing likelihood of
finding employment, lower future earnings and career prospects, increased risks of poverty
and social exclusion, and face health consequences. It is important for policy to minimise
these costs for individuals and the economy. Evaluation evidence from Denmark, France,
Germany, Hungary, the Netherlands, Poland, Spain, Sweden and the United Kingdom
suggests that businesses started by people from this target group can have similar business
survival rates as those started by the mainstream population (OECD/EU, 2014). There is
nonetheless a higher risk of displacement with these businesses relative to those started by
the mainstream population, i.e. the business captures customers from another business and
there is no net economic benefit. To counter this, public policy measures that support
business creation by the unemployed need to favour start-ups that have innovative ideas.

For more information and policy discussion on self-employment and entrepreneurship
activities by the unemployed, please refer to OECD/EU (2014).
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Chapter 6

Immigrants’ self-employment
and entrepreneurship activities

This chapter presents self-employment data on immigrants, covering those born in European
Union Member States but outside of their current country of residence as well as those born
outside of the European Union. The data presented in this chapter include the proportion of
self-employed people who were born outside of their country of residence, self-employment
rates and the proportion of self-employed immigrants who have employees. Data are
presented at the European Union and country levels.

Note by Turkey:

The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.
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Key messages

In the European Union, nearly 10% of the self-employed in 2016 were immigrants. Of
these, approximately two-thirds were born outside of the EU.

In most EU Member States, there was essentially no difference in proportion of
working people who were self-employed when comparing the immigrant population with
those born in their country of residence. However, immigrants were much more likely to be
self-employed than the native population in several countries such as Poland, the Czech
Republic, the Slovak Republic, Croatia, Malta, the United Kingdom and Lithuania.

Self-employed immigrants in the European Union were as likely as native-born self-
employed people to have employees. In 2016, slightly more than one-quarter did (28%).
However, there are differences among self-employed immigrants. Those who were born
outside of the European Union were more likely to have employees than the self-employed
born in other European Union countries.

Self-employment among immigrants

® Nearly 10% of self-employed people in the European Union were born outside of their
current country of residence. Of these, approximately two-thirds were born outside of
the European Union.

@ In 2016, there was little difference in the self-employment rates of immigrants and the
domestically-born population in half of the European Union Member States. However,
the self-employment rates of immigrants were much higher than for the domestically-
born population in Poland, the Czech Republic, the Slovak Republic, Croatia, Malta, the
United Kingdom and Lithuania.

e Approximately 28% of the self-employed immigrants in the European Union had employees
in 2016, which was the same as the domestically-born self-employed. However, those who
were born outside of the European Union were more likely to have employees.

@ First-generation immigrants in the European Union are more likely to be self-employed
than second-generation immigrants. Further, the self-employment rate of first-generation
immigrants has increased over the last decade.

There were 30.6 million self-employed people in the European Union in 2016, of which
9.2% were born outside of their country where they live. Nearly two-thirds of these self-
employed people were born outside of the European Union (Figure 6.1). The proportion of
self-employed people who were immigrants varied substantially across Member States in
2016, ranging from less than 1% in Poland to approximately 20% in the United Kingdom
(20.1%) and Cyprus (20.5%). In most countries, the proportion of self-employed that was
born outside of the European Union exceeded the proportion of those born in other
European Union Member States. The exceptions were Austria, Belgium, Ireland and the
Slovak Republic.
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Figure 6.1. Significance of immigrant self-employment by country, 2016
Proportion of the self-employed who are immigrants (15-64 years old)
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%
14

Notes: 1. Data for Croatia, Lithuania, Poland, the Slovak Republic and Slovenia should be interpreted with caution because the estimates
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Survey in Germany. Therefore a total for the European Union is not reported. 3. The proportion of self-employed born outside of the EU

are not reported for Slovenia because the sample is too small to derive a reliable estimate.
Source: Eurostat (2017), Special tabulations of Labour Force Survey 2016.
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The self-employment rate for immigrants was higher than that of those who were born
in their country of current residence. In 2016, 18.8% of working immigrants in the European
Union (excluding Germany) worked as self-employed, which was greater than the proportion
for domestically-born people (14.1%). However, immigrants were more likely to be self-
employed than the native-born in Poland, the Czech Republic, the Slovak Republic, Croatia,
Malta, the United Kingdom and Lithuania. They were much less likely in Italy and Greece.

Figure 6.2 presents the proportion of employed people who are self-employed according
to place of birth. In slightly more than half of the Member States in 2015, immigrants who
were born in other European Union Member States were more likely to be self-employed
than those born outside of the European Union. The opposite was true in Hungary, Finland,

the United Kingdom, the Slovak Republic, Croatia, the Czech Republic and Italy.

Over the last decade, the proportion of immigrants working in self-employment has
increased across the European Union. However, there are differences across different
groups of immigrants. The self-employment rate for first-generation immigrants in the
European Union from non-EU countries increased from 14.0% in 2008 to 15.5% in 2014
(Eurostat, 2015). However, the self-employment rate has declined for second-generation
immigrants from outside of the European Union. In 2008, 14.4% of working people from this

group were self-employment but only 11.5% were in 2014 (Eurostat, 2015).

Across EU Member States, second-generation immigrants were less likely than first
generation immigrants to be self-employed (Figure 6.3). However, there are also exceptions
to this trend. In Cyprus, Greece, Italy and the United Kingdom, second-generation
immigrants were more likely to be self-employed than first-generation immigrants, while
there was no difference in Latvia and Finland. Note that caution is needed when analysing
these differences at national level, as in many cases the self-employed sub-populations of

migrants referred to are relatively small.
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Figure 6.2. Self-employment rates for immigrants by country, 2015
Self-employed as a percentage of total employment (15-64 years old)
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Notes: 1.Data are not presented for Germany because the place of birth is not collected in the Labour Force Survey in Germany. Therefore
a total for the European Union is not reported. 2. Some data are not available for Bulgaria, Malta, Ireland because the samples are too
small to derive reliable estimates.
Source: Eurostat (2016), Special tabulations of Labour Force Survey 2015.

StatLink Sa=r http://dx.doi.org/10.1787/888933624844

Figure 6.3. Self-employment rate for first and second generation immigrants, 2014
Self-employed as a percentage of total employment (25-54 years old)

Il Native-born with native background <© Second-generation immigrants (EU-born) # Second-generation immigrants (non EU-born)
OFirst-generation immigrants (EU-born) @ First-generation immigrants (non EU-born)

~ 3 > @ > @ Q > WO Q> & W > N @
O ST E S S S
S S X S N Q S > NG ¥ 2
& o F VS & & T X @S %
N ) > o

Notes: 1. Data for Bulgaria, Denmark, Germany, Ireland, Lithuania, Malta, the Netherlands and Romania are not available. 2. Some data
are not available for Austria, Croatia, Cyprus, the Czech Republic, Estonia, Finland, France, Italy, Hungary, Latvia, Luxembourg, Poland,
Portugal, the Slovak Republic, Spain and Sweden because the samples are too small to derive reliable estimates.
Source: Eurostat (2016), “First and second-generation immigrants - statistics on employment conditions”, available at: http://ec.europa.eu/
eurostat/statistics-explained/index.php/First_and_second-generation_immigrants_-_statistics_on_employment_conditions.

StatLink Sazm http://dx.doi.org/10.1787/888933624863
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Proportion of self-employed immigrants with employees

e In the European Union, self-employed immigrants were as likely as the native-born self-
employed to have employees in 2016. Approximately 28% of the self-employed had
employees, regardless of where they were born.

e However, self-employed immigrants who were born outside of the European Union were
more likely to have employees than those who were born in another EU Member State
in 2016 (27.5% vs. 20.3% for self-employed immigrants born in another EU Member
State).

Overall, self-employed immigrants in the European Union were as likely as the native-
born self-employed to have employees in 2016. Approximately 28% of the self-employed
had employees, regardless of where they were born. However, those who were born outside
of the European Union were more likely to have employees than those who were born in
another European Union Member State (27.5% vs. 20.3%), and nearly as likely as those who
were born in their country of residence (28.7%) (Figure 6.4). Again, this proportion varied
greatly across Member States. More than half of the self-employed born outside of the
European Union had employees in Austria (50.8%), Croatia (54.2%), Estonia (61.1%) and
Hungary (75.9%).

Figure 6.4. Proportion of foreign-born self-employed with employees by country, 2016
Percentage of self-employed (15-64 years old)
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Note: Some data are not available for Bulgaria, Cyprus, Denmark, Estonia, Finland, Hungary, Latvia, Lithuania, Malta, Poland, Romania
and the Slovak Republic because the samples are too small to derive reliable estimates.
Source: Eurostat (2017), Labour Force Survey, available at: http://ec.europa.eu/eurostat/web/Ifs/data/database.

StatLink Sazm http://dx.doi.org/10.1787/888933624882

Part-time self-employment among immigrants

e Among the self-employed, immigrants were more likely than native-born people to
work part-time in nearly all EU Member States in 2014.
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In 2014, self-employed immigrants were more likely to work part-time than native-born
people who were self-employed in 10 of the 11 EU Member States where data are available
(Figures 6.5a and 6.5b). The gap was the greatest in Cyprus (20.6 percentage points) and
Greece (14.1 percentage points). The only Member State where self-employed immigrants
were less likely to work part-time than self-employed native-born people was Portugal.

However, in a majority of Member States, self-employed immigrants were less likely to
work part-time than immigrants who work as employees (Figure 6.5b). The exceptions
were Cyprus, where more than half of self-employed immigrants work part-time (50.6%)
but few immigrants who work as employees do (8.5%), as well as Portugal, Slovenia and the
United Kingdom.

Figure 6.5. Proportion of part-time self-employment by place of birth, 2014
Percentage of employees and self-employed persons (15-64 years old)
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Note: In Panel A, data are not available for Denmark, Ireland and the Netherlands. In Panel B, data are not available for and Bulgaria,
Denmark, Ireland, Lithuania, the Netherlands, Poland, Romania and the Slovak Republic.
Source: Eurostat (2015), Labour Force Survey 2014 ad hoc module on migration and labour market outcomes, available at: http://
ec.europa.eu/eurostat/web/Ifs/data/database.

StatLink Sasm http://dx.doi.org/10.1787/888933624901
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Conclusions

While there are differences across Member States and across first -and second-
generations of immigrants, overall, immigrants in the European Union are as likely to be
self-employed as the rest of the population.

Although many immigrants come from entrepreneurial cultures, this finding can be
somewhat surprising as immigrant entrepreneurs typically face greater barriers to
entrepreneurship than the mainstream population because they face a number of
additional challenges when settling in their new country. This includes understanding the
culture of their new country, the new institutional environment, as well as potentially
learning a new language. These obstacles compound the typical barriers to business start-
up because awareness of available support (e.g. entrepreneurship training programmes,
grant schemes) is typically low and may not be accessible (e.g. support is not provided
various languages). To be effective, public policy actions must account for the complexity
of immigrant’s needs since they go beyond business start-up support. Keys to success for
immigrant entrepreneurship support are effective outreach and strong linkages with
integration policies and programmes.

For more information and policy discussion on immigrants’ self-employment and

entrepreneurship activities, please refer to OECD/EU (2014) and European Commission
(2016).
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Chapter 7

Is self-employment quality work?

This chapter assesses the quality of self-employment, focusing on earnings, job stability and
the quality of work environment. This analysis differentiates between different types of self-
employment, notably those with and without employees and considers differences in the
quality of self-employment across different social target groups such as women, youth,
seniors and immigrants. In addition, the chapter examines the current policy discussion on
the quality of dependent and “false” self-employment. Policy advice is provided on improving
the quality of new business start-ups and on addressing false self-employment.

Note by Turkey:

The information in this document with reference to “Cyprus” relates to the southern part of the Island.
There is no single authority representing both Turkish and Greek Cypriot people on the Island. Turkey
recognises the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is
found within the context of the United Nations, Turkey shall preserve its position concerning the
“Cyprus issue”.

Note by all the European Union Member States of the OECD and the European Union:

The Republic of Cyprus is recognised by all members of the United Nations with the exception of Turkey.
The information in this document relates to the area under the effective control of the Government
of the Republic of Cyprus.
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Key messages

The quality of one’s job has a direct impact on their standard of living and well-being.
Moreover, it can also be an important driver of labour force participation, productivity growth
and aggregate economic performance. Job quality is a particularly relevant policy issue given
the emergence of the digital or collaborative economy (including tasks which are collectively
done online, such as through Amazon Mechanical Turk and work which is organised through
online platform and mobile applications, such as Uber).

This chapter draws on the job quality frameworks used by the OECD, European
Commission and Eurofound to assess the job quality for the self-employed. The
framework in this chapter focuses on the common elements of these frameworks and
where data are available for the self-employed, namely earnings, job stability and
working conditions.

The self-employed population is a highly heterogeneous group. Nonetheless, some
key conclusions can be drawn. While self-employed with employees often earn more than
those without employees, there is also a significant number of solo self-employed with
high earnings such as highly skilled freelance workers. Furthermore, self-employment
appears less secure than many forms of employment. Considerable numbers of self-
employed exit before five years and many of these people do not have access to
unemployment benefits.

The working conditions for the self-employed are also highly variable. Overall, self-
employment can be characterised by long working hours and the potential for stress and
health-related issues is often greater than for employees. These poor working conditions
are especially prevalent for some categories of self-employed workers, notably dependent
and “false” self-employed people. These workers rely on one or two clients and therefore
tend to enjoy few of the advantages of employment (e.g. social security protection), few of
the advantages of self-employment (e.g. task diversity) and all of the disadvantages that
are associated with self-employment (e.g. low income, financial insecurity, long working
hours). Moreover, these workers tend to under-cut those in employment and increase the
risk that they will lose their jobs.

Traditionally, public policy has sought to support business creation and self-
employment by improving the business environment and increasing the chances of
success by offering entrepreneurship training, coaching and mentoring, improved access
to start-up financing, business counselling and entrepreneurship networks. In addition,
many countries have measures and programmes to help informal businesses formalise,
which will help increase the quality work for the owner-operator. It is important to
continue to offer such measures to support entrepreneurs in maximising the potential of
their businesses.

Much of the current policy debate surrounding the quality of self-employment is
focused on the issue of dependent and false self-employment, including work arranged
through online and mobile platforms. Three approaches are typically used to minimise
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false self-employment: clarify work status (i.e. make it more clear who are employees and
who are the self-employed); introduce intermediate work categories that treat this type of
work separately; and improve access to social security for the self-employed. In practice
countries tend to take a multi-pronged approach to fighting false self-employment, as well
as using measures to make it more attractive for employers to hire an employee over a false
self-employed worker.

Policy reccommendations

e Continue to use the suite of traditional policy instruments with progressive intensity to
improve the quality of business start-ups, favouring business ideas with an element of
innovation.

e Offer incentives for, and support, the formalisation of informal businesses.

e Use a multi-pronged approach to combat false self-employment that includes removing
tax incentives for false self-employment, educating employers and the self-employment
about the risks of false self-employment and improving the incentives to hire
employees.

e Improve coverage of the self-employed within social security systems.

e Improve the detection of disguised self-employment with improved data collection.

Ensuring quality work

® Job quality can have a strong influence on an individual’s well-being. It can also be an
important driver of labour force participation, productivity growth and aggregate
economic performance.

® The quality of self-employment work is similarly important but must be considered
differently since these workers, unlike employees, typically have control over many of
their working conditions (e.g. work load, tasks, working hours).

@ Public policy has a role in increasing the quality of self-employment work to maximise
the economic benefits. It is a particularly relevant policy issue given the increasing
prevalence of self-employment.

Labour market activities have a strong influence on an individual’s well-being.
Unemployment can cause great distress, while working directly impacts lifestyle and
standard of living. Since the economic crisis that started in 2008, policy makers have been
focussed on job creation as they tried to move people back into work and stimulate
economic growth. However, this focus on job creation has often excluded the element of
job quality. Job quality has a strong impact an individual’s well-being, including health and
overall life satisfaction. It can also impact future opportunities in the labour market as
some jobs offer opportunities for personal development and skills upgrading. Job quality
can also be an important driver of labour force participation, productivity growth and
aggregate economic performance (Cazes et al., 2015).

The quality of work has been increasingly recognised as an important issue by
policy makers as many institutions and governments are working to define and
measure job quality. This includes work by the OECD, the European Commission, the
International Labour Organisation and Eurofound. These actions have been important
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in the European Union, where raising awareness about the need to consider the quality
of jobs in addition to their quantity led to the setting of policy targets on job quality as
part of the successive European Employment Strategies, as well as the recent European
Pillar of Social Rights.

Job quality is also relevant for self-employment. However the issue for policy making
is different because the self-employed are often in control of their work environment. They
can set their working hours, work location, work load and tasks. It must also be
acknowledged that this is not always true. Some self-employed are dependent on one
single client and in many of these cases, some or all of the working conditions can be set
by the client.

There is, nonetheless, an important role for public policy in helping the self-employed
understand the benefits of quality work and encouraging them through education and
training to arrange their work in a way that maximises both their well-being and their
economic contributions. This becomes increasingly important for public policy as the
concept and structure of work is shifting (EC, 2017c).

Assessing the quality of self-employment work

® Job quality is measured with a range of variables that can be group into three categories:
earnings, job stability and working conditions. This framework can also be applied to
self-employment.

e The self-employed, particularly those without employees, earn, on average, much less
than employees. This, however, masks that the self-employed with employees appear
to earn more than employees, and that there are geographic, demographic and
sectoral differences. It is also clear that the self-employed systematically under-report
their income, which may obscure the pecuniary advantages of self-employment.
Further, the work-related benefits available through social security systems are less
generous than those available for employees and are more difficult and burdensome
to access.

e Self-employment is less secure than employment as considerable numbers of the self-
employed exit before five years. The majority of these people do not have access to
unemployment benefits, although a very small proportion will move into
employment.

e Self-employment brings with it the opportunity for flexibility and autonomy, leading to
greater levels of job and life satisfaction. The trade-off, however, is that their working
conditions are characterised by long working hours and the potential for stress and
health-related issues.

@ It must be recognised that the self-employed are an extremely heterogeneous group and
the quality of self-employment work can vary greatly. In general, the quality of work is
greater for those with employees than those who do not have employees, however the
largest variation in work quality is found in the latter group.

Job quality can be measured with a broad range of indicators. Table 7.1 provides an
overview of the different frameworks that have been developed by the OECD, European
Union and Eurofound to measure job quality. While each takes a different approach, it is
quite clear that the different frameworks have common threads.
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Table 7.1. Frameworks for measuring job quality

European Union

OECD (Employment Committee) Eurofound

Earnings » Earnings quality * Adequate earnings * Earnings

Job stability * Labour market security * Job and career security * Prospects

Working conditions < Learning opportunities ¢ Employability ¢ Physical environment
* Health and safety risks * Health and safety at work  Social environment
* Time pressures * Work intensity  Skills and discretion
» Work autonomy ¢ Autonomy » Work intensity

« Workplace intimidation and social support at work ¢ Collective interest representation » Working time quality
Work-life balance
Gender balance

Source: OECD (2014), “How good is your job? Measuring and assessing job quality”, Chapter 3, OECD Employment
Outlook 2014, OECD Publishing, Paris. http://dx.doi.org/10.1787/empl_outlook-2014-6-en; European Union (2015),
Employment and Social Developments in Europe 2014, Luxembourg: Publications Office of the European Union;
Eurofound (2017 forthcoming), “Exploring Self-employment in the European Union”.

This chapter focusses on the three common themes across these frameworks, namely:
1. Earnings, i.e. average earnings and their distribution;
2. Job stability, i.e. risk of unemployment and coverage by unemployment insurance; and
3. Working conditions, i.e. hours worked, health and safety, and training and development.

These dimensions of job quality are measured for the self-employed to the extent that
data are available. Comparisons are made with employees, and when possible, different
groups of the self-employed are examined (Box 7.1). In most data sources, this is limited to
comparing the self-employed without employees to those who have employees. However, a
recent analysis of data from the Sixth European Working Conditions Survey identified five
groups of self-employed: Stable own-account workers (i.e. the self-employed without
employees who operate strong businesses), Small traders and farmers (i.e. the self-employed
without employees who operate small or part-time businesses), Employers (i.e. the self-
employed with employees who operate stable businesses; some may have strong growth
potential), Vulnerable (i.e. the self-employed without employees who operate small business
that are at risk of closing) and Concealed (i.e. those self-employed who are dependent on a
single client) (Eurofound, 2017 forthcoming). This analysis is added to enrich the data and
discussion in this chapter.

Box 7.1. Defining self-employment

One of the basic challenges in evaluating self-employment job quality is adequately
defining what constitutes self-employment. Self-employment is defined relative to
employment, with employees having a contract of service to the employer while the self-
employed have a contract for providing service to clients (Wynn, 2016).

The OECD defines the self-employed as those who own and work in their own business,
including unincorporated businesses and own-account workers, and declare themselves as
“self-employed” in population or labour force surveys (OECD, 2016). Further, self-employment
jobs are defined as those “jobs where the remuneration is directly dependent upon the profits
(or the potential for profits) derived from the goods and services produced (where own
consumption is considered to be part of profits). The incumbents make the operational
decisions affecting the enterprise, or delegate such decisions while retaining responsibility
for the welfare of the enterprise” (15th Conference of Labour Statisticians, January 1993). The
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Box 7.1. Defining self-employment (cont.)

definition thus includes both unincorporated and incorporated businesses and as such
differs from the definitions used in the System of National Accounts which classifies self-
employed owners of incorporated businesses and quasi-corporations as employees.

However, implicit in this is that there are three core features which help to distinguish
independent self-employment work from dependent employment, namely that the self-
employed:

1. Have greater control over how they work than employees;
2. Have greater independence about which work they choose;

3. Are also more likely to bear the risks involved in contracting their services than
employees.

By definition of Eurostat, a self-employed person is considered to be working in their own
business, farm or professional practice rather than for an employer. In addition they meet
one of the following criteria:

1. Works for the purpose of earning profit;
2. Spends time on the operation of a business; or
3.1Is in the process of setting up his/her business.

A number of factors complicate any attempt to define self-employment. First, there are a
large number of terms used to describe the self-employed, including the solo self-employed,
own-account workers, sole traders, freelancers, independent professionals (“I-pros”),
contractors, portfolio workers and working proprietors in businesses with no employees,
to name a handful. The conflation of different categories is partly for data availability
reasons and partly because it has become conventional to use terms interchangeably.

This is further complicated by the emergence of “new” forms of self-employment with
the growth of the digital and collaborative economy (see Box 7.4) and a growing tendency
for firms to outsource work to contractors. It is therefore increasingly difficult to
distinguish those who are independently self-employed from more dependent forms of
self-employment, or even employees.

Earnings

Earning considers income quality, both in terms of the level of earnings as well as its
distribution. Both aspects are important as there is a positive correlation across countries
as well as between persons within countries between levels of earnings and subjective
well-being and satisfaction measures. Further, for a given level of average earnings, overall
well-being tends to be higher when there is a more equal distribution (Cazes et al., 2015).

In assessing earnings quality, choices need to be made on how individual earnings are
measured. Earnings can be measured in either gross or net terms (i.e. before or after
deductions of employee taxes and social security contributions) and on an hourly, monthly
or even annual basis. OECD work on measuring job quality often uses gross hourly wages.
Gross wages are used due to methodological challenges in measuring net wages across
countries, while hourly wages are preferred to differentiate job quantity issues from job
quality issues.

A different approach is used here since the focus is on measuring the quality of self-
employment. The concept of net earnings is preferred since this has a more direct impact
on an individual’s quality of life. In addition, usual monthly earnings are used since the
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nature of self-employed work is different from standard employment. The self-employed
tend to work more hours per week and the work flow is typically more inconsistent than
that experienced by employees. To minimise the impact of these irregularities, monthly
earnings are considered rather than hourly earnings.

Income earned

Fondeville et al. (2015) identified that the net median earnings of the self-employed
without employees are lower than that of median earnings of employees.? In 2007, two-
thirds of the self-employed without employees had earnings that were below median
employee earnings and 46% had earnings that were below 60% of the median employee
earnings. This was particularly pronounced in countries such as Estonia, Spain, Romania,
Slovenia, Finland and Sweden where more than 80% of the self-employed had earnings
below the median for employees.

This situation has worsened since the economic crisis. In 2012, the relative earnings of
the self-employed (without employees) had dropped further (Fondeville et al., 2015). 73.3%
had earnings that were below the median employee earnings and 51.3% had earnings that
were below 60% of the employee median. These data further show that, compared to
employees, the household income of the self-employed (including the self-employed with
employees) had fallen and material deprivation had increased over the period 2007-12.

However, this general evidence is nuanced by differences in earnings between
incorporated and unincorporated self-employed workers, differences between countries
and in the personal circumstances of the self-employed. Figure 7.1 shows that the self-
employed without employees earned about EUR 700 less net (i.e. after taxes and social
contributions) per month than those with employees and EUR 100 less than those in
standard employment (i.e. those employed on an indefinite contract). However, the self-
employed with employees earned approximately EUR 600 more per month than those who
were employed on indefinite contracts. This is consistent with country-level evidence such
as evidence for Germany showing that employees earn more than the self-employed
without employees but less than the self-employed with employees (Sorgner et al., 2014).

More generally, the self-employed are more likely to be found among both the lower
and upper tails of the income distribution than those in wage employment (Parker, 2009).
For example, the contribution to total social value (i.e. income, business profits and capital
gains) by self-made billionaires in the United States was 4600 times larger than that of the
median self-employed (Sanandaji and Leeson, 2013).

Recent research by Eurofound (2017) used cluster analysis to confirm the
heterogeneity across the self-employed. Overall, this analysis found that the self-employed
earned approximately 21% more than employees in the EU when considering monthly real
earnings after tax. However, there were stark differences between the five categories of
self-employment identified in the cluster analysis (i.e. stable own-account workers, small
traders and farmers, employers, vulnerable and concealed). Employers had the highest
earnings, while the vulnerable group earned far less than other self-employed but this
could be explained partially by the sector and geographic location. Earnings for the other
types of self-employment were greater than those of the vulnerable group but lower than
the self-employed with employees (Eurofound, 2017).

There is evidence to suggest there are likely geographical and sectoral differences in
self-employment earnings. For example, the median self-employed (including those with
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Figure 7.1. Net monthly earnings among workers, 2015
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ownership of limited liability businesses) earned 16.4% more than the median employee in
Norway (Berglann et al., 2011), and in Germany they earned 13% more (Martin, 2013).
However, the self-employed earned 15% more than employees in East Germany, while they
earned 14.8% less in West Germany (Martin, 2013). This German evidence also points to
differences across sectors. The “liberal profession” (e.g. doctors and accountants) were
more likely to earn more than equivalent employees.

There is also evidence that earnings from self-employment depend on the
characteristics of the individual person. In most European Union Member States, women
in self-employment earn less than men and are more likely to be reliant on supplementary
income sources (OECD/EU, 2014). Further, evidence from Germany and the United States
suggests that the better-educated have higher earnings levels when in self-employment
relative to employment (Sorgner et al., 2014; Hartog et al., 2010).

The evidence on self-employment earnings by age is mixed. Some find a “U-shaped”
pattern to self-employment earnings, with the self-employed earning more in their early
and later lives (Terigman, 2010), while other evidence shows that early-career and
voluntary self-employment leads to relatively higher earnings gains while late-career and
involuntary self-employment has negative effects on earnings (Munk, 2015). This is
consistent with the finding that young disadvantaged self-employed men earn more than
equivalent employees, suggesting that self-employed can be a mechanism for alleviating
disadvantage (Fairlie, 2005). However, the data from the European Union show that self-
employed seniors and youth tend to rely more on non-business sources of income than
core-age male self-employed workers (30 to 50 years old) (OECD/EU, 2014).

Despite all of the evidence that suggests that the self-employed earn less than
employees, there is a need to be somewhat circumspect about the use of earnings data to
assess the quality of self-employment. The self-employed have much greater latitude in
terms of what they report as earnings to their tax authorities than employees whose
salaries are often taxed at source. There is now an established body of international
evidence that identifies that the self-employed significantly under-report their earnings
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(Table 7.2). This income under-reporting reflects a number of issues. For example, the
taxation system may lack simplicity, making it difficult for the self-employed to
understand their tax obligations. There may also be opportunities to under-report earnings
if tax information is not collected in real time or if the tax system struggles to identify who
amongst the self-employed are more likely to under-report their earnings.

Table 7.2. Recent estimates of under-reporting of self-employment

Study Percentage of income under-reported Country
Hurst and Pugsley (2014) 30% United States
Astebro and Chen (2014) 42% United States
Kukk and Staehr (2014) 62% Estonia
Martinez-Lopez (2013) 25% Spain

Other dimensions of earnings quality

One of the features of self-employment is that they have fewer work-related benefits
(e.g. maternity coverage, family and partner benefits) than employees (OECD/EU, 2014). For
example, in the United Kingdom, the self-employed are not eligible for sick pay and, in
Malta, have lower entitlements to sick pay and maternity coverage than those who work as
employees (Library of European Parliament, 2013). Furthermore, the self-employed are less
likely to be affiliated with old-age pension schemes than employees in high-income
countries (63% for the self-employed vs. 89% for employees) (ILO, 2015). Moreover, they
appear to be much less likely to make contributions to private pension schemes. For
example, only 21% of the self-employed in the United Kingdom contribute to a private
pension compared to 51% of employees (DWP, 2014).

While these lower levels of benefits may be seen as appropriate given the lower social
contributions that the self-employed tend to make, the administrative costs associated
with accessing social security benefits also deter people from considering self-
employment and make it more difficult to access benefits (OECD/EU, 2014). These barriers
are likely greater for some groups, such as women. For example, better maternity coverage
and lower child care costs would not only increase female participation in the labour
market but also have a disproportionately positive effect on increasing the likelihood of
women taking up self-employment (OECD/EU, 2017 forthcoming; Elam and Terjesen, 2010).

Financial security

One further symptom of the risky nature of self-employment is the incidence of part-
time self-employment, which has increased since the financial crisis. This increase has
largely been involuntary with 30% of the self-employed across the European Union
suggesting that they could not find work (GEM, 2017). Moreover, over the period 2007-12,
evidence shows that the percentage of self-employed workers looking for another job has
gone up in many EU Member States, although there are exceptions such as Germany and
Poland (Hatfield, 2015).

Other evidence shows that 40% of the self-employed without employees judged
themselves to be more financially insecure than self-employed with employees, and
employees on indefinite contracts (Figure 7.2). However, the self-employed with employees
were less likely to assess themselves as financially insecure as employees on fixed term or
other types of contracts.
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Figure 7.2. Financial insecurity by employment status in the European Union, 2015
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Source: Eurofound (2016), “Sixth European Working Conditions Survey - Overview report”, Publications Office of the European Union,
Luxembourg.
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Job stability

Another important issue to consider when assessing job quality is the security of
work. For employees, this is measured in terms of the risk of unemployment and the likely
duration of unemployment. However, this measure needs to be adapted for the self-
employed. Self-employment is often ended by a closure of the business, thus the rate of
business exit can be used as a proxy for the probability of unemployment. Other measures
of the potential precarious nature of self-employment include the expected likelihood of
job loss, job tenure, the outcomes of a spell of self-employment on future employment
prospects, and the accessibility of unemployment benefits.

Duration of self-employment

One of the stylised features of self-employment is its very high exit rates. This reflects
that the self-employed struggle to assess their likely financial returns (Berkhout et al.,
2016), are over-optimistic about their likely chances of success in business and are over-
confident in their own abilities to succeed (Cassar, 2010; Townsend et al., 2010; Dawson and
Henley, 2013; Hyytinen et al., 2014). The precarious nature of self-employment is shown in
Figure 7.3a, which depicts how many of the self-employed survive their first year. It shows
that there is wide variation across the European Union in terms of the self-employed
without employees. In some countries, more than nine out of ten of the self-employed
survive for one year (Sweden, the Netherlands and the United Kingdom). In contrast, more
than three out of ten of the self-employed do not survive their first year in Denmark,
Germany, Portugal and Lithuania. Figure 7.3a also shows that among the self-employed
with ten or more employees, approximately 90% survive their first year. With the exception
of Hungary, this is broadly similar between EU Member States.

Figure 7.3b shows that business survival rates are much lower after five years. Among
the self-employed without employees, more than half will have exited self-employment.
This varies substantially between countries. In Romania, Cyprus, Sweden, Austria and the
Netherlands, more than half of the self-employed will still be self-employed after five years.
However, in Latvia about 70% will have exited, while in Lithuania, it is more than 85%. For the
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Figure 7.3. Business survival rates of the self-employed, 2014
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self-employed with ten or more employees, their survival rates are generally higher than the
self-employed without employees (with the exception of Romania, Cyprus and France). The
survival rates for this group also vary greatly from above 90% in Finland to below 40% in
France and Hungary. This reflects wider evidence that the chance of the self-employed with
employees exiting is much lower than that of the self-employed without employees (Millan
etal, 2014).

Data on job tenure confirm that self-employment jobs are less likely to have shorter
tenures than employees but more than half of the self-employed have been in their “jobs”
for more than 10 years (Figure 7.4). This is greater than the proportion of employees, 42%.
Slight differences in job tenure are observed between the self-employed with and without
employees. Those with employees were more likely to have been operating for more than
10 years (62%) whereas those without employees were more likely to have been operating
for less than five years.
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Figure 7.4. Job tenure in the European Union, 2015
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Box 7.2. Freelance workers

Freelance workers are defined as a subset of own-account workers (Kitching, 2016), even though it is not
a legal status in most national jurisdictions. Instead, it is a commonly used term that refers to self-
employed workers in occupational groups that provide skilled non-manual services and require little
capital, often referred to as “knowledge workers”. Often this includes those working in creative and media
occupations, but it could also cover own-account workers in managerial, professional, scientific, technical
and creative occupations. Freelance workers operate under a range of legal business forms: as self-
employed sole proprietors or partners in unincorporated businesses, as directors of their own companies
and as umbrella company employees.

Approximately 40% of the self-employed without employees in the European Union were classified as
managers, professionals or as technicians or associate professionals in 2016 (Eurostat, 2017b). The
occupational composition of the self-employed varies considerably across countries both in absolute terms
and relative to employees. In Germany, Luxembourg, Belgium, Switzerland, Estonia, Netherlands, Sweden
and Denmark, more than 50% of the solo self-employed worked as managers, professionals or as
technicians or associate professionals (significantly more than the proportion of employees working in
these occupations, except Sweden where the proportions were identical). In contrast, in Lithuania, the
figure was less than 15% and in Romania, just 3% - in all cases, substantially less than the proportion for
employees.

A concept which is almost identical to freelancers are so-called "independent professionals", a group of
self-employed without employees engaging in a service activity and/or intellectual service not in the
farming, craft or retail sectors. Their number was estimated to be about 10 million in the EU in 2014 and to
have doubled since 2000. The group accounts for 40% of all self-employed without employees and almost
30% of all self-employed (close to the 26% share of "stable own-account workers" in Eurofound 2017)
(Leighton 2015; IPSE 2015).

Those who work as freelancers tend to be high-skilled workers. Provided that there is a sufficient
demand for their services, this type of self-employment is high-quality work. These workers often receive
higher incomes than they would in employment, including a risk premium that compensates them for
irregular and uncertain work flows. Moreover, they have a great deal of influence over the type of work that
they do and therefore derive very high satisfaction from their work.
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Exit outcomes of self-employment

Exits from self-employment are often considered to be “failures” but they do not always
lead to negative outcomes. Approximately one-third of business exits are “successful”
voluntary closures where the business is sold or transferred to a family member (Headd, 2003).

Moreover, the self-employed often return to self-employment (Taylor, 2011; Millan et al.,
2014b). This habitual self-employment is quite common, varying from 30% in Finland
(Hyytinen and Ilmakunnas, 2007), 25% in the United Kingdom (Westhead and Wright, 1998),
20% in Portugal (Rocha et al., 2015) to 17% in Germany (Gottschalk et al., 2016). Habitually
self-employed people often also return speedily to self-employment but this is likely
dependent on the outcomes from the previous spell in self-employment (Amaral et al., 2011).
The self-employed with a positive founding experience are more likely to return quicker to
self-employment. This reflects that the self-employed who were previously successful and
were motivated by an opportunity often “take a look” at a particular opportunity to assess its
potential and quickly close a new business if it fails to meet their expectations without any
real loss to their income or wealth (Arora and Nandkumar, 2011). However, other evidence
suggests that the better educated and those with longer prior employment experience take
longer to re-enter into self-employment (Amaral et al., 2011).

Exiting self-employment may also have a limited impact on future earnings and future
employment states (Daly, 2015). However, most studies find that after a spell of self-
employment, these individuals tend to earn less than waged workers (Kaiser and Malchow-
Mgller, 2011; Baptista et al., 2012). Re-entering wage employment may be difficult for many
disadvantaged communities, for example when immigrants exit they are more likely to
become unemployed (Joona, 2010). In the European Union, men are more likely than women to
exit self-employment to paid employment but are less likely to become inactive (Millan et al.,
2012). After their spell of self-employment, individuals who enter self-employment from
unemployment or were previously inactive in the labour market are more likely to respectively
switch back into unemployment or labour market inactivity. There does not appear to be a
significant difference among those with and without employees (Millan et al., 2014a). Of note,
however, is that several studies indicate that the provision of public subsidies to support the
unemployed into self-employment improves the self-employment survival prospects
specifically among those individuals that were formerly unemployed (OECD/EU, 2014).

If the self-employed do become unemployed, there is substantial variation across the
European Union in their entitlement to unemployment benefits. Across the European
Union, 14 Member States provide full access to unemployment benefits, while another
seven provide partial access and five allow for voluntary opt-in schemes (Table 7.3).
However, since these arrangements require overcoming bureaucratic hurdles to opt into
and access unemployment benefits, these arrangements are likely to dissuade some of the
self-employed from taking advantage of these benefits (OECD/EU, 2014).

Working conditions

The third component of job quality, the quality of the conditions in the working
environment, captures the nature of working conditions faced by those in work. This covers
hours worked, health and safety and the potential for training and development).

Some point to work or life satisfaction as another important indicator for the self-
employed as it is often an important factor in their decision to become self-employed.
However, there is a body of evidence that suggests that job satisfaction should not be
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Table 7.3. Entitlement of self-employed to social benefits, 2016

Self-employment rate (%), 2016 Unemployment benefits Sickness benefits Old-age pensions
Greece 29.5 Partial None Full
Italy 215 None None Full
Poland 17.7 Partial Voluntary opt-in Full
Romania 16.5 Voluntary opt-in Voluntary opt-in Partial
Czech Republic 16.2 Full Voluntary opt-in Full
Spain 16.1 Voluntary opt-in Full Partial
Netherlands 15.5 None Voluntary opt-in Partial
Slovak Republic 15.2 Full Full Full
Ireland 14.6 Partial Partial Full
United Kingdom 141 Voluntary opt-in Partial Partial
Portugal 13.9 Full Partial Full
Belgium 135 None Full Full
Malta 13.2 None Full Full
Finland 124 Partial Full Full
Cyprus 121 None Full Full
Croatia 11.8 Full Full Full
Latvia 11.8 None Full Full
Slovenia 115 Full Partial Full
Lithuania 1.1 None Full Full
France 11.0 None Partial Full
Bulgaria 10.8 None Voluntary opt-in Full
Austria 10.8 Voluntary opt-in Full Full
Hungary 10.0 Full Full Full
Estonia 9.5 Partial Full
Germany 9.3 None Partial Partial
Luxembourg 9.0 Full Full Full
Sweden 8.7 Partial Full Full
Denmark 7.7 Partial Full Full

Source: Eurostat (2017b), Labour Force Survey; Spasova, S., D. Bouget, D. Ghailani and B. Vanhercke (2017), “Access to
social protection for people working on non-standard contracts and as self-employed in Europe A study of national
policies”, available at: http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=7993&furtherPubs=yes.

considered to be an element of quality of work since it is subjective and highly variable
(Eurofound, 2012; EC, 2015). Moreover, it is difficult to justify public policy actions to
support an individual in self-employment only to make them happier or more satisfied.

Hours worked

The full-time self-employed with employees work longer hours than the self-
employed without employees who, in turn, work longer hours than employees
(Figure 7.5a). This evidence also shows that the self-employed work longer working days,
have shorter time periods between work, and work more unsocial hours, which eats into
their leisure time (Hyytinen and Ruuskanen, 2007). Unsurprisingly, they are less likely to be
absent from work (Lechmann and Schnabel, 2013).

Some may be content with part-time self-employment as it enables them to achieve a
better work-life balance. However, the evidence does not point to a great difference in how
employees and the self-employed view how working hours fit with family and social
commitments (Figure 7.5b). This suggests that some might be dissatisfied with their
limited hours and would prefer to work more to be able to generate more earnings. Hours
of work are therefore an ambiguous indicator of self-employment quality (Baumberg and
Meager, 2015).
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Figure 7.5. Working hours in the European Union, 2015
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Part-time self-employment has become more common in Europe since the financial
crisis (Fondeville et al., 2015). Over the 2007-14 period, the proportion of solo self-employed
usually working less than 35 hours a week rose by almost four percentage points, while
those working less than 20 hours a week rose by two percentage points. In some countries,
such as the United Kingdom, the increase in part-time self-employment has been
substantial: between 2001 and 2015, part-time self-employment rose 88% while full-time
self-employment grew by just 25% (ONS, 2016). One effect of the shift to part-time work
over the crisis period was a reduction in the average number of hours worked by the solo
self-employed by just over two hours a week across the European Union during 2007-14,
more than twice the reduction in average hours worked by all in employment (the self-
employed with employees also reduced their hours worked).
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The proportion of self-employed people working part-time can increase due to
individuals voluntarily choosing to start self-employment on a part-time basis or by reducing
full-time hours to part-time. Both routes to part-time self-employment may be voluntarily
chosen or be forced on workers by circumstances. The self-employed are perhaps better
placed than employees to adjust their hours of work downwards; employees are more likely
to be made redundant. One cannot read off motivations to work part-time purely from data
on work hours alone. Much of the increase in part-time working among the self-employed
seems to have been involuntary, in the sense that many reported that the main reason for
them working part-time was that they could not find full-time work. Between 2007-14, the
proportion of self-employed in the European Union working part-time reporting that they
did so because of being unable to find full-time work increased by six percentage points
(Fondeville et al., 2015). The proportion working part-time increased in 19 Member States.
Changes in part-time self-employment have surely contributed to the lower earnings of the
self-employed relative to employees and to the increasing proportion of self-employed
earning less than 60% of median employee pay (Fondeville et al., 2015).

Box 7.3. Hybrid self-employment

Hybrid self-employment refers to those combining employment with working self-employed in a second
job (Molenaar, 2016) or to those working self-employed in a main job and employed in a second job
(Atherton et al., 2016). The benefits of hybrid working, defined as employment in a main job while working
self-employed in a second job, include: reduced risk at start-up; learning before embarking on full-time
self-employment; continuing to earn wages or a salary from employment (or from social security transfers);
a second income; a means of escaping unemployment and/or reliance on social security benefits; a means
of self-development; and a means of balancing paid work with other life concerns. For some, hybrid self-
employment will be perceived as necessary to provision an adequate livelihood (combining it with
employment), for others it is optional (to provide non-monetary benefits and/or to supplement a financially
comfortable life). Clearly, the precise nature and role of hybrid self-employment in an individual’s work
career and personal life is variable.

There is limited data on the phenomenon of hybrid self-employment as labour force surveys tend to
focus on the primary occupation and the current evidence base provides a mixed picture on the quality of
this type of self-employment. Evidence from Sweden suggests that a high proportion of hybrid
entrepreneurs are young, high-skilled workers who are testing self-employment and that there is a high
likelihood of these workers moving into full-time self-employment (Folta et al., 2010). More recent Swedish
evidence provides a slightly different picture. A sample of 2013 hybrid entrepreneurs suggests that hybrid
entrepreneurship is more common among the young and seniors, but both groups are motivated by non-
economic reasons (Thorgren et al., 2016). This is consistent with recent evidence from the United States
that shows that hybrid entrepreneurs are likely to enter into full-time entrepreneurship and have much
higher survival rates than those who move into self-employment from full-time employment (Raffiee and
Feng, 2014). This collection of evidence suggests that this type of entrepreneurship leads to high-quality
self-employment once the business establishes an initial customer base and the entrepreneur has acquired
knowledge and experience during the early stages of their business.

However, evidence from Germany and the Netherlands suggests that hybrid entrepreneurs operate
businesses with low-growth potential (Conen et al, 2016). Other research in Austria suggests that hybrid
entrepreneurs typically generate supplemental income to complement full-time employment (Bogenhold
and Klinglmair, 2016), which is consistent with research in the United Kingdom that found that many in
hybrid entrepreneurship are motivated by high housing and living costs (Atherton et al., 2016).
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Health and safety

Due to longer working hours, on average, some studies have pointed to the self-employed
being more likely to suffer from stress (Cardon and Patel, 2015), have health-related problems
(Eurofound, 2016a) and mental health issues (Bogan et al., 2014). The self-employed with
employees face greater job demand pressures and subsequently have greater levels of
stress than employees or the self-employed without employees, but this can be mitigated
to some extent by the greater amount of control that the self-employed have over their
work (Hessels et al., 2017).

Itis also clear that small and medium-sized enterprises account for a disproportionately
large share of work-based accidents and injuries (Targoutzidis et al., 2014). This may be due
to the self-employed being concerned with minimising costs and having an imperfect
knowledge of relevant health and safety procedures and policies (Hasle and Limborg, 2006).

However, surveys show that the self-employed are slightly more likely than employees
to report that their work has a positive impact on their health (Figure 7.6). This may be due
to greater degree of flexibility that the self-employed often have to manage their work
loads and work flows.

Figure 7.6. Perceived impact of work on health in the European Union, 2015
“Does your work affect your health?” Percent responding “yes”

Il Employee [ Self-employed

Yes, mainly positively Yes, mainly negatively No

Source: Eurofound (2016a), “Sixth European Working Conditions Survey — Overview report”, Publications Office of the European Union,
Luxembourg.

StatLink Sa=m http://dx.doi.org/10.1787/888933625015

There are also differences across different types of self-employed workers. Cluster
analysis by Eurofound shows that those who operate very small businesses with little
growth potential and farmers were nearly five times more likely to experience a negative
health effect from their job than those who operate stable businesses without employees
(Eurofound, 2017 forthcoming). Those working in “false” self-employment jobs were also
more likely to have negative health effects. However, very little difference was found
between stable businesses without employees, employers and the self-employed who were
vulnerable to closing (Eurofound, 2017).
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Training and career development

The self-employed are also less likely to undertake formal training, either for themselves
or for any workers that they employ, than larger sized businesses (Storey and Greene, 2010).
Although this may be offset by informal on-the-job training, these differences reflect that the
self-employed are often less aware of the value of formal training, are put off by its cost, and
are concerned that if they train their workers they are more likely to be poached by rival
businesses who can offer their employees better opportunities. They are therefore less likely
to have a clear pathway for professional development than employees.

However, recent evidence from the Sixth European Working Conditions suggests that
the self-employed are more optimistic about their prospects for career advancement
(Figure 7.7). Overall, 38% of employees indicated that they had good prospects for career
advancement in 2015 while 42% of the self-employed did. Caution is needed in comparing
the responses of employees and the self-employed because career advancement likely has
very different meanings. For employees this likely refers to a promotion or moving to a new
and presumably better job. For the self-employed, this could be increasing business
revenues, hiring employees or opening additional businesses. These outcomes are clearly
not equivalent.

Among the self-employed, those with employees were much more likely to have a
positive outlook than those without employees (52% vs. 37%). This is likely because they
operate larger businesses with more stable income and greater opportunities for growth.
Eurofound’s cluster analysis confirms that the vulnerable self-employed are the least
optimistic about future career advancement, likely because they started their business
because they did not have any other opportunities in the labour market. The cluster
analysis also confirms that concealed self-employed workers have the same outlook as
employees and employers were the most optimistic (Eurofound, 2017).

Figure 7.7. Prospects for career advancement in the European Union, 2015
Proportion who self-report that they have good prospects for career advancement
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