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Foreword


Stimulating successful business creation across all sections of society is an important requirement for achieving smart, sustainable and inclusive growth and responding to economic and social challenges in EuropeanUnion countries. Entrepreneurship can respond to high rates of unemployment and low levels of labour market participation which are often concentrated in particular sections of society by enabling people to create their own jobs and jobs for others. It is fundamental to the emergence of a more entrepreneurial economy in which new firms offer new solutions to social, economic and environmental challenges. However, many people face barriers to entrepreneurship. They include access to finance, lack of appropriate skills, and lack of business networks. These obstacles are often more important for people from groups that are disadvantaged and under-represented in entrepreneurship, who often face additional barriers related to attitudes, motivations and welfare systems that discriminate against entrepreneurship. Both business development policies and active labour market policies have a role to play in helping overcome these problems. Appropriate actions can be taken at national, regional and local levels and targeted at key groups such as youth, women, seniors, the unemployed, immigrants, ethnic minorities and people with disabilities. This compendium identifies the types of policy approaches that work in overcoming the problems and discusses key factors for their successful implementation.

It is intended to inspire policy makers in Europe and beyond to introduce new national and local actions to give people from all parts of society the opportunity to succeed in business creation and self-employment, drawing on experiences that have been tried and tested elsewhere. Relevant actions can be piloted and implemented using a range of local, regional, national and EuropeanUnion funds that are available for this purpose, including the European Structural and Investment Funds and national active labour market policy resources, but appropriate plans and proposals have to be put into place and implemented. This compendium contains a variety of examples of approaches that can be taken. The descriptions of these policy actions not only present the programmes’ activities, but also discuss the challenges faced in their development and implementation, and the keys to successfully transferring the approach to a different context. The intention is to help transfer the experiences and lessons learned so that others can avoid common pitfalls and achieve results more quickly.

This compendium is part of an on-going collaboration on inclusive entrepreneurship between the Centre for Entrepreneurship, SMEs and Local Development of the Organisation for Economic Co-operation and Development (OECD) and the Directorate-General for Employment, Social Affairs and Inclusion of the European Commission. One of the key objectives of this collaboration is to support capacity development for policy makers through the provision of evidence and guidance on what works. Other outputs available include a series of policy briefs and a set of Missing Entrepreneurs reports that provide policy advice on specific target groups and policy tools. For more information on this work programme, please refer to: www.oecd.org/employment/leed/inclusive-entrepreneurship.htm.
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Executive summary


Nearly one decade after the onset of the economic crisis in2007, job creation continues to be a political priority across the EuropeanUnion. With nearly 23million unemployed people in the second quarter of2015 and another 91million who were inactive in the labour market, everybody is asking “how can we create jobs?”.

There is no silver bullet solution for this employment challenge. Amulti-pronged approach will be needed, including measures to strengthen the macroeconomic environment as well as policy actions that address labour market challenges more specifically. Inclusive entrepreneurship policies can be part of this suite of policy actions. These policies aim to ensure that all groups of people, regardless of their background and personal characteristics have an opportunity to create businesses and work in self-employment. They place an emphasis on supporting people in entrepreneurship who come from social groups that are under-represented in entrepreneurship or disadvantaged in the labour market: youth, seniors, women, ethnic minorities and immigrants, people with disabilities and the unemployed.

It is clear that people from many of these social groups are less likely to be new business owners than core-age males. For example, despite having similar levels of human capital, women were less likely to be a new business owner than men in the EuropeanUnion between2009 and2013 (1.8% vs.3.5%). Older people (50-64years old) were also less likely to be new business owners over this period (1.6% for older people and 2.6% for adults). Youth (15-30years old), however, were as likely as adults (2.9% for youth and 2.6% for adults) to be new business owners but their businesses have low survival rates. Among the main barriers to business start-up for these population groups are access to finance and a lack of entrepreneurship skills. Youth in particular cite these barriers. Women are as likely as men to report these barriers but a gender gap emerges with respect to difficulty reconciling self-employment with family responsibilities and a lack of business idea. Older people are much less likely to report barriers to self-employment than youth and core-age adults, but nevertheless suffer from relatively low labour market participation.

Business creation, or more correctly sustainable business creation, is clearly a key outcome sought from inclusive entrepreneurship policies, and with it greater labour market participation by the target population groups. At the same time, however, the generation of sustainable business start-ups is not the sole outcome sought. People who are encouraged to consider and test entrepreneurship will not always wish to go ahead with starting a business, but very often receive a boost to their skills, motivations, networks and employability from engaging in entrepreneurship. This improves their chances of obtaining a job.

This compendium of good practices aims to increase awareness about the potential of inclusive entrepreneurship policies and programmes, and to be a source of inspiration for policy makers at national, regional and local levels. The in-depth case studies from around the EuropeanUnion illustrate some of the many options that policy makers have in supporting inclusive business creation, including entrepreneurship training, coaching and mentoring, role models, microfinance, welfare bridges, business counselling and entrepreneurial networking.

Looking across these examples, several keys to success can be identified, regardless of the approach taken or the target client group:


	
Develop and deliver inclusive entrepreneurship policies and programmes as part of an integrated strategy.



	
Define clear objectives and targets for policy intervention.



	
Use targeted outreach to engage disadvantaged and under-represented groups.



	
Use competitive mechanisms to target intensive support on those with the potential to succeed.



	
Use specialist trainers and advisers.



	
Learn from experience.







Reader’s Guide



This reader’s guide provides information on how to use the compendium, including an overview of its structure. It also provides information on how the compendium was compiled.





Methodology


The first step in preparing this compendium was to develop a set of criteria to select the programme examples that would be included. This list of criteria was developed by the OECD and the EuropeanCommission, drawing on the advice of a number of international experts in inclusive entrepreneurship policies and programmes. Arange of examples was selected to provide a relatively broad coverage of i)the different regions of the EuropeanUnion, ii)the different policy approaches that can be used for supporting inclusive business creation, and iii)the different social groups targeted by inclusive business creation policies and programmes. The most important selection criterion was that the examples had to clearly demonstrate a positive impact in terms of creating sustainable businesses. Furthermore, an effort was made to select examples that showcase both traditional and new, innovative approaches.

The identification of examples was undertaken by the OECD by surveying international inclusive entrepreneurship experts, policy makers and practitioners around the EuropeanUnion. From the resulting list of potential cases, the 20examples presented in this book were chosen according to the selection criteria. The information for each description was gathered through desk research and interviews with programme managers. Each case study was prepared by national experts and the OECD Secretariat.




How to use this compendium


This compendium has two parts. PartI begins with an overview of key data related to inclusive entrepreneurship in the EuropeanUnion in Chapter 1. This includes the current levels of business creation by key target groups for inclusive entrepreneurship policy (i.e.youth, women and older people), as well as data on the desirability and perceived feasibility of self-employment. Chapter 1 also provides a brief overview of the principal policy approaches used to promote and support business creation by disadvantaged and under-represented groups.

Chapter 2 presents and discusses key success factors for the main inclusive entrepreneurship policy tools. The chapter also contains an overview table that presents the key characteristics of each of the 20examples and a list of further reading material on inclusive entrepreneurship. One page summaries of each policy example contained in this book are included in an annex to this chapter.

Part II of the book presents the collection of20 in-depth descriptions of policies and programmes. The descriptions provide the objectives and rationale for each example, and an overview of the activities undertaken, the role of partners and results achieved. Each description also describes the challenges encountered and keys to successfully transferring the approach to another context.







Part I. Challenges, options 
and success factors 
for inclusive 
business creation policy








Chapter 1. Key policy issues and approaches
to inclusive business creation



This chapter presents key inclusive entrepreneurship data for youth, women and seniors. This includes business creation rates, interest in entrepreneurship and barriers to self-employment. The chapter also discusses the main policy approaches used in the European Union to encourage and support disadvantaged and under-represented groups in business creation and self-employment.




Facts and figures on inclusive business creation




Business creation


Policy makers are interested in business creation for several reasons. New businesses help stimulate innovation and are responsible for nearly all private sector job creation net of closures and job losses in larger established firms. However, only a relatively small part of the population is involved in starting a business, and there are some substantial differences across countries in this propensity. Figure 1.1 compares the rates of new business ownership for the total population, women, youth and older people. This measure captures the proportion of the adult population who report that they are currently an owner-manager of a new business that has paid salaries, wages or any other payments to the owners for more than 3 months, but not more than 42 months. Approximately 2.6% of the adult population in the European Union was a new business owner in the 2009-13 period. At the country level, this proportion ranged from 1.5% in Italy to 5.0% in Lithuania. Increasing the rates can be expected to have important benefits for job creation and innovation.




Figure 1.1. New business ownership rates in the European Union, 2009-13 (combined)



Percent of adult population (15-64 years old)


[image: graphic]

Notes: 
The European Union countries that participated in the Global Entrepreneurship Monitor survey over this period are: Austria, Belgium, Croatia, Czech Republic, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Netherlands, Poland, Portugal, Romania, Slovak Republic, Slovenia, Spain, Sweden and the United Kingdom.



Data presented in this figure are pooled data, combining the annual survey results over the 2009-13 period. A number of countries did not participate in the GEM surveys in every year but were included in the tables: Austria (2012, 2013), Czech Republic (2011, 2013), Denmark (2009, 2010, 2011, 2012), Estonia (2012, 2013), Ireland (2010, 2011, 2012, 2013), Italy (2009, 2010, 2012, 2013), Lithuania (2011, 2012, 2013), Luxembourg (2013) Poland (2011, 2012, 2013), Portugal (2010, 2011, 2012, 2013), Slovak Republic (2011, 2012, 2013) and Sweden (2010, 2011, 2012, 2013).



The New business ownership rate is the proportion of the adult population that are 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) (2014), Special tabulations of the 2009-13 adult population surveys from Global Entrepreneurship Monitor.




Furthermore, not all people have the same opportunities to create and run a business. It is clear in Figure 1.1 that some population groups are less likely to be new business owners. Despite having similar levels of human capital, women were less likely to be a new business owner than men between 2009 and 2013. Across the European Union, women were half as likely as men to be new business owners (1.8% vs. 3.5%) in this period. This gap can be closed with a range of policies, including making business creation more desirable for women, supporting the creation of entrepreneurial networks, implementing family policies that encourage dual earners and offer childcare services and addressing discrimination in financial markets (OECD/EC, 2013).

On the other hand, youth (18-24 years old) were more likely to be new business owners than adults. Over the 2009-13 period, 3.5% of youth in the European Union were new business owners. Despite these high rates of start-up, a body of academic research suggests that businesses operated by youth entrepreneurs are likely to have lower survival rates (e.g. van Praag, 2003). Thus, the challenge for policy makers is to ensure that youth are starting quality businesses in appropriate industries where there is sufficient excess demand to build a sustainable business (OECD/EC, 2012).

The picture is mixed for older entrepreneurs (50-64 years old). In some Member States, older entrepreneurs are more likely to be a new business owner while in others the rate is below that of adults. As the European Union population ages, labour force participation rates among older people are increasing but self-employment rates are lagging (OECD/EC, 2012b). Furthermore, the size and growth rates of businesses operated by older people tend to be small (OECD/EC, 2012b). Policy makers can seek to increase the entrepreneurial potential of older people by creating a positive awareness of the benefit of entrepreneurship, supporting network development, ensuring access to start-up financing, highlighting the potential of business acquisition rather than start-up and encouraging older people to support start-ups by younger entrepreneurs.




Desirability and feasibility of self-employment


There are many factors that influence the decision to create a business. Data from the recent Eurobarometer survey suggest that having an appropriate business idea (87%) and the ability to access the necessary financing (84%) are two of the most important factors (EC, 2012). However, underlying this decision is the individual’s perception about the desirability and feasibility of entrepreneurship. That is, whether business creation is viewed positively relative to working as an employee and whether it is a realistic option.

Figure 1.2 presents the perceived desirability and perceived feasibility of self-employment for the adult population, women, youth and older people. In 2012, women were much less likely than men (not shown) to prefer self-employment to employment (33% vs. 42%) and were also less likely to view self-employment as feasible (26% vs. 35%). Youth, however, were more likely than adults to view self-employment as preferable to working as an employee (45% vs. 37%) and as a feasible activity (41% vs. 30%). This enthusiasm explains high start-ups rates among youth. Older people were as likely as adults to view self-employment as preferable to paid employment (35% vs. 37%) but were much less likely to view it as feasible (16% vs. 30%). The gap in perceived feasibility can be explained by a range of factors, including lifestyle choice, financial disincentives in state benefits and retirement income and the opportunity cost of time (i.e. older people are often less willing to commit time to activities that yield a stream of future payments and are associated with some risk, such as starting a firm, compared to activities that generate instant and riskless returns, such as waged labour).




Figure 1.2. Preference for and feasibility of self-employment in EU28 countries, 2012



“If you could choose between different kinds of jobs, would you prefer to be self-employed?”



“Regardless of whether or not you want to become self-employed, would it be feasible for you to be self-employed within the next 5 years?”
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Source: European Commission, 2012, “Entrepreneurship in the EU and beyond”, Flash Eurobarometer, No. 354.







Barriers to business creation


Perceptions of barriers to business start-up are presented in Figure 1.3. Access to start-up financing is the most frequently cited reason why it is not considered feasible to become self-employed, identified by 21% of adults in the European Union. This was followed by a lack of skills to be self-employed (8%), no business idea (7%) and difficulty reconciling self-employment with family responsibilities (6%). A risk of failure and its legal and social consequences (5%) and administrative difficulties were also identified (4%). There are levers available for public policy to reduce each of these barriers.




Figure 1.3. Barriers to business creation in EU28 countries, 2012



“Why would it not be feasible for you to be self-employed within the next 5 years?”
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Source: European Commission, 2012, “Entrepreneurship in the EU and Beyond”, Flash Eurobarometer, No. 354.




There is some variation in the extent to which different population groups experience these barriers. Both men and women identified access to capital for business start-up as the most significant barrier and had similar likelihoods of identifying it as a barrier (22% for women and 20% for men). Men and women also had similar likelihoods of being constrained by a lack of skills, a high risk of failure and significant consequences of business failure and administrative difficulties. However, women were more likely to identify a difficulty reconciling self-employment with family responsibilities (8% vs. 4%) and a lack of business idea (8% vs. 6%).

Youth were the most likely population group to identify a lack of capital (26% vs. 21%) and skills for entrepreneurship (18% vs. 8%) as barriers to self-employment. There was little difference between youth and adults for other perceived barriers. Administrative difficulties do not appear to be a significant barrier for youth, suggesting that efforts to reduce regulatory burden are likely to have a small impact on youth entrepreneurship.

...
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