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Abbreviations

ACCRE	� Assistance to the unemployed creating or taking over a business (Aide au Chômeur Créant 
ou Reprenant une Entreprise), France

AGEFIPH	� Foundation for the career development of disabled people (Association Nationale de 
Gestion du Fonds pour l’Insertion Professionnelle des Personnes Handicapées), France

ALMP	 Active Labour Market Policy

APCE	 Agency for Business Creation (Agence Pour la Création d’Entreprises), France

ARCE	� Assistance to the taking over and creation of an enterprise (Aide à  la reprise et à  la 
creation d’entreprise), France

CATI	 Computer-assisted telephone interview

CLO	 Central Labour Office, Slovakia

EEPO	 European Employment Policy Observatory

ESF	 European Social Fund

GDP	 Gross Domestic Product

IEFP	 Public Employment Service (Instituto do Emprego e Formação Profissional), Portugal

ISS	 Institute for Social Security (Instituto da Segurança Social), Portugal

NACRE	� Renewed Support for the Creation and Take Over of an Enterprise (Nouvel Accompagnement 
pour la Création et la Reprise), France

NEA	 New Enterprise Allowance, UK

NEET	 Not in Education, Employment or Training

NGO	 Non-governmental Organisation

OAED	 Manpower Employment Organisation, Greece

OECD	 Organisation for Economic Co-operation and Development

PAECPE	� Support Programme for Entrepreneurship Self-Employment (Programa de Apoio ao 
Empreendedorismo e à Criação do Próprio Emprego), Portugal

PES	 Public employment service

PEOE	 Stimulus Programme for Job Offers (Programa de Estίmulo à Oferta de Emprego), Portugal

SME	 Small and medium-sized enterprises

SUS	 Start-up subsidies

UIF	 Unemployment Insurance Fund, Estonia

VET	 Vocational education and training

VVT	 Support for Entrepreneurship (vállalkózóvá válási támogatás), Hungary
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Summary of key messages

This Review paints a picture of how 29 countries 
in Europe (EU 28 and Iceland) have been support-
ing unemployed people to set up their own busi-
nesses through start-up incentives. The Review 
explores the available measures investigating 
whether start-up incentives can help people out 
of unemployment for the long-term. It looks at the 
share of people who benefit from such schemes 
in Europe, as well as the potential biases in the 
types of individuals and businesses that succeed. 
Finally, it presents the necessary conditions for 
successful incentives and proposes recommen-
dations for the successful design of measures 
and for further research that would be required 
to support policy-makers that wish to introduce 
or further develop start-up incentive measures.

Start-up incentives include non-repayable mon-
etary incentives, loan programmes offering 
preferential terms, and tax and social security 
exemptions. Start-up incentives are often com-
bined with guidance and training, income support, 
mentoring and other features; they are gener-
ally not sector-specific and target the unem-
ployed in general, rather than specific groups of 
the unemployed.

Unemployed people face wide-ranging bar-
riers to starting a business. Experience in 
Member States shows design features that 
can help to address these barriers:

•	 Unemployed people wanting to start their own 
business are concerned about lack of income 
security due to self-employed status, particu-
larly in the initial stages of business creation.

•	 Many schemes involve a mixture of financial 
support comprising help with living costs dur-
ing the formative stages of business set-up 
and access to loans for capital equipment.

•	 Income security measures in the initial stages 
of the business are more important than the 
receipt of block loans or subsidies for invest-
ment in the business. However, start-up incen-
tives also need investment in the enterprise’s 
infrastructure or operating costs.

•	 Lack of entrepreneurial skills and knowledge 
are key barriers for the unemployed.

•	 Entrepreneurs need business support as well 
as financial support, and there is also a need 
to help unemployed people bring the business 
onto the market, extend their working time as 
self-employed, and tackle the financial burden 
involved in running a business.

•	 Conditionality in start-up incentives is crucial in 
designing effective measures. Conditions on par-
ticipation encompass: length of unemployment 
for participation; age of recipients; balancing giv-
ing sufficient incentives with minimising abuse; 
preferring business ideas/plans with better 
chances of viability, lower likelihood of distorting 
competition or crowding-out other companies; 
the qualities of individual applicants etc.

Start-up incentives can effectively link to 
a range of other ALMP measures and also 
need to be seen in the context of the wider 
frameworks for business support and enter-
prise development in each national context. 
Key messages on successful complementa-
rity are as follows:

•	 A package of support often features a phased 
approach (e.g. pre-start-up, start-up, and 
development).

•	 Start-up incentives that are one-off financial 
supports tend to draw more on complementary 
measures in order to enhance the support.

•	 An approach combining different discrete 
measures may have limited success.

•	 The level of complementarity is reduced when 
measures cut across policy areas and govern-
ment departments and when there is a lack of 
overall strategy on start-up incentives.

•	 Wider social inclusion policies and targeted 
employability interventions should be taken 
into account when considering the complemen-
tarity of start-up measures with other policies.

•	 It is useful to link start-up incentives to broader 
entrepreneurship training.

•	 Structures need to be in place for strategic 
coordination and resourcing: localisation of 
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approaches and delivery becomes less effi-
cient if provision is fragmented.

Evaluations of the impact of start-up incen-
tives in Member States show that:

•	 In some contexts, start-up incentives have 
been found to be more effective and efficient 
in reducing unemployment compared to other 
ALMP policies, particularly for the low-skilled.

•	 Start-up incentives support unemployed people 
both through creating jobs in self-employment 
and as a stepping stone for progression to 
regular employment.

•	 A  proportion of the unemployed receiving 
start-up support, return to unemployment and 
may not start a business after the initial period 
of financial support. Start-up measures also 
have limited potential for a large-scale impact 
on the unemployment register since funding 
allocated to such measures and numbers of 
beneficiaries are usually small.

•	 Rates of start-up depend on the timing of 
intervention in the business creation process. 
Some schemes that use early expert mentoring 
and viability testing have been found to have 
higher start-up rates, as do schemes involv-
ing men, middle-aged participants, and par-
ticipants with an apprenticeship or secondary 
education qualification.

•	 Start-up participants benefit from having 
a  secure livelihood, including working full-
time, but it is not guaranteed that starters will 
become better off.

•	 The survival rates of businesses supported by 
start-up schemes are satisfactory, especially 
due to the benefit of employment creation for 
at least one job (i.e. the job of the business 
owner). The number of businesses that employ 
other people tends to be the minority.

Risks and potential dis-benefits to start-up 
incentives and self-employment include:

•	 A large number of jobseekers may have started 
a company without the incentive (deadweight 
losses and displacement effects). However, 

even if the business would have started any-
way, (without the support), start-up subsidies 
for the unemployed can help better sustain 
the business.

•	 The extent of deadweight depends on tar-
geting and monitoring of start-up incentives, 
but where participants have higher levels 
of education, higher deadweight effects are 
more likely.

•	 Some dependent self-employment may actually 
be ‘false self-employment’ (involving circumven-
tion of labour law, social security contributions, 
taxes and other employer duties).

•	 Many people who are self-employed are inade-
quately covered by social protection as well as 
often being rewarded unfavourably compared 
to people in full-time permanent contracts.

•	 Uninsured self-employment increases the risk of 
poverty compared to that of insured employees.

Key lessons:

•	 Ensure coherence between the various meas-
ures in favour of business creation and the 
wider environment of business support.

•	 Balance social (i.e. employment of individu-
als disadvantaged in the labour market) and 
economic targets (i.e. supporting entrepreneur-
ship per se).

•	 Develop an appropriate mix of measures in 
relation to targeting and coordination with 
other relevant services for entrepreneurs.

•	 Develop an appropriate mix of support meas-
ures (e.g. combining subsidies with conver-
sion of unemployment benefit, with training 
and counselling, with complementary loans 
or subsidies).

•	 Provide income security through unemploy-
ment benefit or another subsistence allowance.

•	 Provide information, advice mentoring, and 
expertise in the pre-start-up and start-up 
phase to overcome entrepreneurship deficits, 
and offer continuing guidance and coaching.
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1.	 Introduction to the review

The employment crisis has turned the attention 
of European policymakers to self-employment 
and entrepreneurship as potential opportuni-
ties for job creation among the unemployed. 
Start-up incentives have recently become a key 
active labour market measure to activate job-
seekers, including young NEETs (not in education, 
employment or training) under Youth Guarantee 
programmes, although they normally account for 
one of the lowest shares of total spending for 
labour market policy. The European Commission 
emphasises the importance of promoting and 
supporting self-employment, social enterprises, 
and business start-ups as an activation measure 
for unemployed workers.

Start-up incentives are programmes favouring 
the set-up of a new self-employment or entrepre-
neurial activity by unemployed workers, includ-
ing subsidised grants, microfinance opportunities, 
start-up support services (guidance and training), 
and the possibility of converting unemployment 
benefits into start-up grants.

The review focuses on start-up incentives for the 
unemployed or the inactive, and does not cover 
general policies for the support and development 
of small and medium-sized enterprises (SMEs), 
although there are clear connections (especially 
if SME policy measures include the unemployed 
in their target group). The review centres on 
the design of start-up incentives as activation 
measures, covering targeting, type and amount 
of incentive, and accompanying services.

The design of start-up incentives is crucial, 
as they need to include capital loans, guidance 
and training to help people prepare for running 
their own business, notably in specific sectors 
such as high-tech or social enterprises, as well 
as initial income support for the new entrepre-
neur (1). On the other hand, start-up incentives 
bear relevant risks, including deadweight effects, 
income insecurity in case of business failure (e.g. 
repaying loans), the possibility of abuses by 
employers forcing regular employees into bogus 
self-employment (2), and more generally the risk 

(1)	� Ecorys and IZA, ‘Analysis of the costs and benefits of 
active compared to passive measures’, March 2012, http://
ec.europa.eu/social/BlobServlet?docId=7601andlangId=en

(2)	� Bogus self-employment refers to self-employment that is 
induced by employers who wish to circumvent labour law, 
social security contributions, taxes and other employer-
specific duties either by forcing members of staff to continue 
the work they did as employees on a self-employed basis, or 
by engaging new people on a self-employed basis — instead 
of an employee basis — right from the start.

of favouring ‘necessity entrepreneurship’ instead 
of ‘genuine entrepreneurship’ (3).

In this perspective, the Commission sug-
gested that:

Support should be targeted at groups with the 
greatest potential (such as unemployed workers 
with professional skills, women or young people), 
and should rely on close cooperation between 
employment services, business support and 
finance providers (4).

The objective of this review is to map the 
detailed design of start-up incentives across EU 
Member States, to consider how they interact 
with financial and training assistance services to 
future self-employed workers or entrepreneurs 
and with measures aimed at smoothing the risk of 
income insecurity, as well as to identify good and 
effective practices in targeting, funding, monitor-
ing, and integrating incentives with other assis-
tance measures.

1.1.	 Methodology and scope 
of this review

The Review builds on a  previous European 
Employment Observatory (EEO) report ‘The EEO 
2010 Review on self-employment’ (5), which found 
that a range of policies and measures were in 
place to support and encourage self-employment. 
These included:

•	 financial support (probably the most common);

•	 support services, training, mentoring and advice;

•	 measures to reduce bureaucracy and admin-
istrative burdens;

•	 favourable conditions for the self-employed 
in terms of tax and social security regimes; 
measures to increase motivation for self-
employment (the least reported type of meas-
ure in the national articles).

(3)	� See Brixy, U., ‘The contribution of newly founded firms 
to job growth’, discussion paper for the Mutual Learning 
Programme thematic event, 25 June 2014, http://webcache.
googleusercontent.com/search?q=cache:luPYjXj0_EEJ:ec.
europa.eu/social/BlobServlet%3FdocId%3D11928%26langId
%3Den+andcd=3andhl=enandct=clnk

(4)	� European Commission (2012), Towards a job-rich recovery, 
COM(2012) 173 final, Strasbourg, 18 April 2012.

(5)	� Internet: http://ec.europa.eu/social/main.jsp?catId=738&l
angId=en&pubId=576&type=2&furtherPubs=no

http://ec.europa.eu/social/BlobServlet?docId=7601&langId=en
http://ec.europa.eu/social/BlobServlet?docId=7601&langId=en
http://webcache.googleusercontent.com/search?q=cache:luPYjXj0_EEJ:ec.europa.eu/social/BlobServlet%3FdocId%3D11928%26langId%3Den+&cd=3&hl=en&ct=clnk
http://webcache.googleusercontent.com/search?q=cache:luPYjXj0_EEJ:ec.europa.eu/social/BlobServlet%3FdocId%3D11928%26langId%3Den+&cd=3&hl=en&ct=clnk
http://webcache.googleusercontent.com/search?q=cache:luPYjXj0_EEJ:ec.europa.eu/social/BlobServlet%3FdocId%3D11928%26langId%3Den+&cd=3&hl=en&ct=clnk
http://webcache.googleusercontent.com/search?q=cache:luPYjXj0_EEJ:ec.europa.eu/social/BlobServlet%3FdocId%3D11928%26langId%3Den+&cd=3&hl=en&ct=clnk
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The current review summarises the key messages 
emerging from 29 national articles (EU-28 plus 
Iceland) prepared by the European Employment 
Policy Observatory (EEPO) national experts, on the 
theme of ‘Activating jobseekers through entre-
preneurship: Start-up incentives in Europe’. The 
experts’ articles have been complemented by 
a review of existing literature. The national experts 
were asked to consider the following aspects in 
their national articles, in order to contribute to an 
overview of Member States’ measures to activate 
the unemployed through entrepreneurship:

•	 an overview of the use of start-up incentives 
in their country vis-à-vis other active measures 
(e.g. hiring incentives) throughout the 2000s;

•	 a description of measures for incentivising 
entrepreneurship and self-employment among 
unemployed workers currently in place for dif-
ferent target groups and target sectors;

•	 a description of measures in place to provide 
income security to new entrepreneurs and to 
prevent the risk of bogus self-employment; and

•	 an appraisal of the results of evaluation or 
academic studies testing the effectiveness of 
existing start-up incentives over time.

This review analyses the national articles to pro-
vide an overview of the start-up support available 
to unemployed people, as well as an assessment 
of the main success factors for the design and 
implementation of the described measures or, if 
it is the case, their main shortcomings and risks 
to the sustainability of outcomes.

There are two key policy rationales for start-
up incentives:

•	 Start-up as an activation policy — an exit from 
unemployment through self-employment: 
here self-employment is considered as only 
one of the ways to get out of unemployment 
and is not necessarily preferred over regular 
employment (i.e. self-employment may be 
a second route to employment after a period 
of unemployment).

•	 Start-up as entrepreneurship policy — the pro-
motion of entrepreneurship among the unem-
ployed: here self-employment is the preferred 
option. (6)

A  key consideration for policy on start-ups is 
whether the rationale for start-up incentives is 

(6)	� Ecorys/IZA, Analysis of costs and benefits of active 
compared to passive measures, final report, European 
Commission, DG Employment, Social Affairs and 
Inclusion, Rotterdam, 2012.

as entrepreneurship policy (i.e. aimed at not only 
enhancing self-employment but also favour-
ing those forms of self-employment that more 
demonstrably contribute to economic growth and 
job-creation processes) or as an ALMP favouring 
the disadvantaged unemployed (7).

The present review does not cover broader 
entrepreneurship and SME policies aiming 
at promoting self-employment and business 
creation, which can include awareness-raising 
initiatives, entrepreneurial training, business 
incubators, specific loan programmes, reforms 
aiming at cutting the administrative burden, and 
improving the business environment for SMEs. 
While these measures are not activation policies 
per se, they also play an important role in com-
plementing them and promoting entrepreneur-
ship and self-employment as an ‘exit strategy’ 
from unemployment. Indeed, unemployed indi-
viduals who are interested in starting their own 
business also benefit from resources and pro-
grammes targeting potential business starters 
and access training, guidance, and counselling 
or credit in this context. Unemployed individu-
als can also take advantage of the existence 
of simplified status or procedures for starting 
a business, especially for solo entrepreneurs 
and micro-businesses or fiscal incentives for 
business owners.

Another type of measure not covered within this 
overview is guidance and support for potential 
entrepreneurs uncoupled from financial incentives 
or offered by the voluntary and community sector 
and private initiatives.

1.2.	 European policy context

Self-employment has a strong significance for 
European economies. European firms are typi-
cally micro-enterprises (less than 10 people). 
Micro-enterprises account for more than 90 % 
of all firms in the EU and 95 % of newly created 
companies, and they employ almost one-third of 
the total private labour force. Self-employment 
also plays a key role in small business creation 
and job creation; 30 % of the self-employed have 
employees of their own (8).

In 2014 Q2 (9), there were 30.6 million self-
employed persons across the EU-28 (15-64 years 

(7)	� Román, C., Congregado, E., Millán, J.M., ‘Start-up 
incentives: Entrepreneurship policy or active labour 
market programme?’ Journal of Business Venturing, 
Vol 28, No. 1, 2013, pp. 151-175.

(8)	� European Commission, Employment in Europe 2010, 
Directorate-General for Employment, Social Affairs and 
Equal Opportunities, Brussels, 2010.

(9)	� Eurostat, Self employed — LFS series (lfsq_empself).
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old), which is 14.32 % (10) of the total number of 
employed. The majority of self-employed were 
without employees (71.3 %). The self-employed 
sector has been hit by the crisis, although to 
a relatively smaller extent than dependent work. 
However, a marginal pick-up in the number of 
self-employed persons in the EU-28 during the 
first quarters of 2014 may suggest more promis-
ing trends (11).

The Figure below showing birth rates for enter-
prises with zero employees gives an indication 
of the pattern of self-employment across the 
EU from 2008 to 2012 (year of latest available 
data). There is considerable variation between 
countries. The upper quartile of countries (LT, 
LV, EE, BG, DK, PT) in 2012 had birth rates 
above 16, whereas the lower quartile of coun-
tries (NL, AT, MT, SE, BE, CY) had figures below 
8.3. Between 2008 and 2012, most countries 
saw a  decrease in the enterprise birth rate 
(ranging from -1 % to -58 %). Five countries 
saw a moderate increase of between 1 % and 
32 % (LT, LV, IE, ES, FR). The rates in Cyprus and 
the Czech Republic more than doubled during 
the period, albeit from low levels.

(10)	� Based on total figures from Eurostat, Employment — 
LFS series (lfsa_emp).

(11)	� Employment and Social Situation Quarterly review, 
September 2014 http://ec.europa.eu/social/main.jsp?lan
gId=en&catId=89&newsId=2142&furtherNews=yes.

Figure 1.1 Enterprise birth rate (number of births in the reference period, divided by number 
of enterprises active) for enterprises with zero employees
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Enterprise birth rate (number of births in the reference period divided by the number of enterprises active)
for enterprises with zero employees - by order of highest birth rate in 2012 

LT LV EE BG DK PT SI PL LU FR IE NO ES HU SK DE UK CZ IT NL AT MT SE BE CY RO FI
2008 27.79 19.22 35.25 28.1 18.81 18.48 16.96 14.5 13.96 10.24 13.67 10.64 12.93 15.84 12.31 12.42 3.37 8.52 19.75 10.05 7.94 6.48 1.82 28.27 14.77
2010 34.26 27.23 16.99 16.62 16.99 15.55 15.88 18.33 14.04 18.23 9.49 10.9 10.85 12.95 11 11.61 10.91 13.36 7.69 13.53 9.38 8.66 8.18 6.3 3.58 19.01 13.66
2012 36.57 22.92 18.79 18.61 16.73 16.43 15.14 15 14.36 14.07 11.76 11.64 11.63 11.26 11.09 10.87 10.71 9.81 8.41 8.2 8.02 7.16 7.09 6.05 4.73

Source: Eurostat
NB: A blank value indicates that data is not available. There are no data available for Croatia and Greece.

Labour market policy participants in start-up 
incentives grew from 5.8 % in 2007 to 8.6 % in 
2010 (latest data available) (12) as a proportion 
of total participants in labour market meas-
ures (ALMP categories 2 to 7). Also, spending 
on start-up incentives as a percentage of GDP 
has remained relatively stable between 2007 
(0.034 %) and 2011 (0.036 %), although there 
was a peak in 2010 of 0.044 %.

Self-employment activation measures have 
traditionally represented a small share of 
ALMPs in OECD countries, but are receiving 
increasing attention because of the large number 
of unemployed and the acknowledged contribu-
tion of entrepreneurship to economic develop-
ment (13). Self-employment programmes have 
often proven to be a cost-effective alterna-
tive to income support, even when taking into 
account the unemployed who would have created 
an enterprise anyway, that is to say in the absence 
of such a programme. However, self-employment 
programmes alone cannot be a  panacea for 
unemployment, if anything because only a small 
share of the unemployed are ready to become 
self-employed, even if given the opportunity.

(12)	� Eurostat, LMP participants by type of action — 
summary tables (source: DG EMPL) 

(13)	� German Federal Ministry of Labour and Social Affairs 
(BMAS), From unemployment to self-employment: 
Facilitating transition in the recovery, International 
Conference organised by the Federal Ministry of Labour 
and Social Affairs (BMAS), in cooperation with the OECD 
(ELSA and LEED), Berlin, 7–8 October 2010, http://www.
bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/
a809e-unemployment-to-self-employment.
pdf?__blob=publicationFile.

http://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=2142&furtherNews=yes
http://ec.europa.eu/social/main.jsp?langId=en&catId=89&newsId=2142&furtherNews=yes
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
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In the early crisis years, relatively few coun-
tries (from 29 OECD countries) introduced 
job-finding and business start-up incen-
tives (14). Measures such as job-search assis-
tance and training programmes have been 
much more prevalent as a means of helping 
unemployed people to find work. Income sup-
port for job losers and measures to support labour 
demand for jobseekers and vulnerable workers 
have also been used much more by countries.

Nevertheless, the promotion of self-employ-
ment and business start-ups was also part 
of the measures adopted by several Member 
States between 2008 and 2010 (15). The estab-
lishment of the European Progress Microfinance 
Facility in 2010 has provided loans to people who 
have lost their jobs and want to start or further 
develop their own small business. Those helped 
under the initiative can benefit from mentoring, 
training, and coaching as well as assistance in 
preparing a business plan, in close cooperation 
with the European Social Fund (ESF).

Measures to stimulate self-employment and busi-
ness start-ups in the early crisis years generally 
targeted well-defined groups, but promoting self-
employment is a process that creates new jobs 
primarily in the medium to long term, especially 
if one takes into consideration the difficulties in 
starting a business during an economic downturn. 
Moreover, such start-ups may crowd out existing 
businesses, leading employees to revert to self-
employment in order to take advantage of the 
support measures.

In the 2012 Employment Package (16) the European 
Commission emphasised the importance of pro-
moting and supporting self-employment, social 
enterprises, and business start-ups as an activa-
tion measure for unemployed workers.

Jobseekers who are motivated to start up and run 
businesses may have to overcome considerable 
barriers, including a lack of professional or busi-
ness skills, mentoring possibilities, and difficulties 
in accessing finance. It highlights a number of 
factors that play an important role in facilitating 
self-employment and creating new jobs, such as 
fostering entrepreneurial mindsets and ensuring 
greater availability of start-up support services 
and microfinance, as well as schemes converting 
unemployment benefits into start-up grants.

(14)	� OECD, OECD Employment Outlook: Tackling the Jobs 
Crisis, OECD Publications, Paris, 2009.

(15)	� European Commission, Employment in Europe 2010, 
Directorate-General for Employment, Social Affairs and 
Equal Opportunities, Brussels, 2010.

(16)	� European Commission, Communication from the 
Commission to the European Parliament, the Council, 
the European Economic and Social Committee and the 
Committee of the Regions: Towards a job-rich recovery, 
COM(2012) 173 final, Strasbourg, 18 April 2012.

The Commission advises that support should be 
targeted at groups with the greatest potential 
(such as unemployed workers with professional 
skills, women or young people), and should rely on 
close cooperation between employment services, 
business support, and finance providers.

Balanced reforms in employment protection legis-
lation can remedy segmentation or halt the exces-
sive use of non-standard contracts and the abuse 
of bogus self-employment.

1.3.	 Motivations 
for self-employment

There are broadly two different motivations for 
self-employment (17):

•	 necessity entrepreneurs: entrepreneurs who 
would prefer to work in dependent employ-
ment, but are unable to find an appropriate job;

•	 opportunity entrepreneurs: start-ups by entre-
preneurs whose reasons for starting the firm 
are a need for independence or high income.

On the relationship between necessity entre-
preneurship and economic impact, the German 
Federal Ministry of Labour and Social Affairs and 
OECD report (18) concludes that:

•	 unemployment is not the motivation among 
the majority of entrepreneurs;

•	 necessity entrepreneurship has increased in 
many countries (in absolute and in relative 
terms);

•	 this potential of necessity entrepreneurship 
to contribute to economic impact is underex-
ploited (policy might help exploit it);

•	 the economic impact of necessity entrepre-
neurship is significantly smaller than for 
opportunity entrepreneurship.

Necessity entrepreneurs are more likely 
in conditions of high unemployment. But it 

(17)	� Brixy, U., The contribution of newly founded firms to job 
growth, thematic paper for Mutual Learning Programme 
(DG Employment, Social Affairs and Inclusion) event: 
Job-creation incentives: How to better integrate policies 
to create sustainable jobs, Brussels (Belgium), 25 June 
2014.

(18)	� German Federal Ministry of Labour and Social Affairs 
(BMAS), From unemployment to self-employment: 
Facilitating transition in the recovery, International 
Conference organised by the Federal Ministry of Labour 
and Social Affairs (BMAS), in cooperation with the OECD 
(ELSA and LEED), Berlin, 7–8 October 2010, http://www.
bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/
a809e-unemployment-to-self-employment.
pdf?__blob=publicationFile.

http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
http://www.bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/a809e-unemployment-to-self-employment.pdf?__blob=publicationFile
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should be noted that the unemployment rate 
accounts for only 25 % of the variation in the 
rate of necessity start-ups; other factors are the 
presence of an administrative burden or the avail-
ability of capital (19). The unemployed in particular 
usually have problems obtaining financing, and 
necessity entrepreneurs rarely secure funding of 
investments. Therefore, both income and social 
insurance contributions must be secured until 
the business is up and running. This means that 
schemes subsidising entrepreneurs out of unem-
ployment are useful.

The Brixy paper also highlights that around 
25 % of necessity entrepreneurs (that is 
about 6 % of all new entrepreneurs) are in 
dependent self-employment (20), mainly con-
centrated in labour-intensive industries, such as 
construction, restaurants/hotels, and transpor-
tation, and especially if the required qualifica-
tion level is rather low. Román et al. (21) suggest 
that the coexistence of recession periods, start-
up incentives, and strict employment protection 
increases the likelihood of becoming dependent 
self-employed after unemployment, and may 
be distorting the occupational choice compared 
to opportunity entrepreneurs. This presents the 
possibility of an adverse selection problem in 

(19)	� Brixy (2014).

(20)	� ‘Dependent self-employment refers to those workers 
who do not correspond to the traditional definition of 
employee because they do not have an employment 
contract as dependent employees. However, although 
formally ‘self-employed’, they are economically 
dependent on a single employer for their source of 
income’ (Eurofound).

(21)	� Román, C., Congregado, E., Millán, J.M., ‘Start-up 
incentives: Entrepreneurship policy or active labour 
market programme?’ Journal of Business Venturing, 
Vol 28, No. 1, 2013, pp. 151-175.

the relative composition of the self-employed 
when promoting start-ups for the long-term 
unemployed. The paper argues that the relative 
weight of opportunity entrepreneurs over neces-
sity entrepreneurs and dependent self-employed 
would be the key element in evaluating the posi-
tive (or negative) impact of start-up incentives.

The BMAS/OECD report (22) argues that competi-
tion between government programmes supporting 
necessity entrepreneurship and those support-
ing opportunity entrepreneurship (e.g. high-tech 
start-ups) should be avoided, as both are needed. 
Furthermore, it might be helpful to support the 
transfer from necessity motivation into opportu-
nity motivation, so that both motivating factors to 
become self-employed take effect at the same time.

A Commission study (23) finds that dependent self-
employment has become increasingly important 
and is part of a general trend towards increas-
ing labour market flexibilisation. It suggests that 
dependent self-employment may represent a bet-
ter solution than being unemployed or in irregu-
lar employment. Moreover, regular dependent 
employment may not be a realistic benchmark, 
and dependent self-employment can be an entry 
point into the labour market.

(22)	� German Federal Ministry of Labour and Social Affairs 
(BMAS). 

(23)	� DG Internal Polices, ‘Social protection rights of 
economically dependent self-employed workers’, 
European Commission, 2013.
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2.	 The use of start-up incentives 
across the EU

2.1.	 The significance and 
development of start-up 
incentives

All of the 29 countries reviewed currently 
have some form of start-up incentives 
for the unemployed at the national and/
or regional/local level. While the importance 
of such measures varies, across all countries 
reviewed, they typically account for a small frac-
tion of ALMPs in terms of budget allocation and 
benefit relatively small numbers of individuals.

Eurostat data on total spending on start-
up incentives (2003, 2007, and 2011) as 
a  percentage of GDP demonstrates the 
wide variation in spending across countries 
(see Figure 2.1). Taking an average figure for 
the years 2003, 2007, and 2011 (24), the spending 
on start-up incentives ranges from 0.001 % of GDP 
to 0.082 % of GDP. Cyprus, Lithuania, Luxembourg, 
Romania, and the United Kingdom have relatively 
low average levels (0.001 % and below). By con-
trast, Germany, Greece, Spain, France, Poland, 
Slovenia, and Slovakia have relatively high levels 
of spending (0.031 % and above). The remaining 
12 countries have values ranging from 0.002 % 
to 0.030 % (the inter-quartile range).

(24)	� NB:  Not all countries have data for all 
three years. 

Despite their relatively modest role among all 
types of ALMPs, start-up incentives for the unem-
ployed have a long history since the mid-1980s 
in over a third of reviewed countries (Denmark, 
Greece, Spain, France, Hungary, Portugal, Slovenia, 
Finland, Sweden, United Kingdom). In Estonia and 
in Lithuania, start-up incentives have been on the 
policy agenda since 1995, even if they are ALMPs 
of limited scale. Other examples include:

•	 In Spain, the system of capitalisation of unem-
ployment benefits into one sum to support 
self-employment was introduced in 1984 and 
is still the main measure today.

•	 In Portugal, start-up incentives for unemployed 
persons were introduced in 1986 as part of 
local employment initiatives and have since 
been revised and expanded.

•	 In the United Kingdom, at least one pro-
gramme to help the unemployed move to 
self-employment has been in place for more 

than 20 years. The main policy launched by 
the current government, with a mix a financial 
support and advice and guidance, is consistent 
with previous developments.

In turn, other European countries (including 
Luxembourg, Malta, the Netherlands, Poland, and 
Slovakia) developed start-up incentives only in the 
mid-2000s. For example, in Poland, the start-up 
incentives financed by the National Labour Fund 
were used scarcely between 2000 and 2004, but 
their use was promoted after the adoption of the 
2004 Act on Employment Promotion and Labour 
Market Institutions, which introduced the current 
start-up grant scheme for the unemployed.

2.1.1.	 Countries where start-up 
incentives have increased after 
the economic crisis

Across the countries reviewed, the economic 
recession did not have a major impact in 
terms of the number of users and take-up of 
start-up incentives, but did have an impact 
on policy formulation. This impact may also 
have been only at the rhetorical level, for instance 
in the Czech Republic.

Nine countries saw an increase in total 
spending on start-up incentives as a per-
centage of GDP between 2007 and 2011: 
Estonia, Spain, France, Hungary, Austria, Portugal, 
Slovenia, Slovakia, and Finland (25). There were 
relatively large increases, of 50 % or more, in 
Estonia, France, Hungary, Portugal, Slovenia, 
and Slovakia.

Spain has by far the highest spending on start-up 
incentives as a percentage of GDP (0.114 % in 
2011). This figure is likely to have increased fur-
ther with the introduction of the system of capi-
talisation of unemployment benefits into one sum 
to support self-employment which became the 
main measure in the area of start-up incentives 
(EUR 750 million was allocated to this measure 
in 2013). This is complemented by other types of 
grants and similar measures designed and imple-
mented at the regional level.

The national EEPO articles reveal that in coun-
tries such as Bulgaria, Estonia, France, Austria, 
Portugal, Slovenia, and the UK, additional start-up 

(25)	� Eurostat data.
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measures were launched in response to the rise 
in unemployment or to more adverse conditions 
for entrepreneurs. For example:

•	 In Austria, in 2010, the Ministry of Labour 
started a micro-loan programme to address 
the difficulties met by unemployed individu-
als to obtain loans and the higher levels of 
guarantees required by banks in the context 
of the recession.

•	 In Estonia, additional measures were launched 
in 2009 to complement existing provision (fol-
low-up support for newly created business). 
The number of participants increased after the 
management of start-up incentives was taken 
over by the unemployment insurance fund.

•	 In Portugal, the current activation programme 
for entrepreneurship and self-employment 
dates back to 2009 and has enlarged previous 
provisions, but the number of participants in 
this type of measure has actually been declin-
ing since 2006.

Figure 2.1 ALMP Spending on start-up incentives as percentage of GDP

0

0.02

0.04

0.06

0.08

0.10

0.12

UKLTELCYBGROMTLUPTLVCZBEATHUEEITSEFIPLFRSIDESKES

2003 2007 2011

%
 G

D
P

Total spending on start-up incentives in 2003, 2007 and 2011 (% GDP) - by order of highest spending figure in 2011

ES SK DE SI FR PL FI SE IT EE HU AT BE CZ LV PT LU MT RO BG CY EL LT UK
2003 0.043 0.086 0.005 0.011 0.036 0.049 0.005 0.007 0.005 0.004 0.005 0.003 0.001 0 0.035 0 0

2007 0.088 0.041 0.077 0.004 0.035 0.047 0.018 0.016 0.028 0.001 0.004 0.005 0.004 0.003 0.008 0.002 0.001 0.002 0.001 0.003 0 0.03

2011 0.114 0.069 0.067 0.062 0.053 0.031 0.023 0.016 0.013 0.011 0.008 0.006 0.003 0.003 0.003 0.003 0.001 0.001 0.001 0 0

Source: Eurostat
NB:  A blank value indicates that data was unavailable for that year, whereas 0.000 indicates a percentage value of less than 0.001. There are no data available for 
Denmark, Ireland, Croatia, and Lithuania.

A  number of other countries (Belgium, 
Croatia, Latvia, and Iceland) introduced 
start-up incentives or programmes only 
recently within the context of the crisis. More 
specifically, in Croatia, start-up incentives were 
not a priority within ALMP programmes until the 
current programming cycle. Since measures were 
introduced in 2010 by the PES, the number of ben-
eficiaries has continuously increased but remains 
limited. In Iceland, for example, this type of meas-
ure was not in place until 2009, as unemploy-
ment was traditionally very low. The Directorate of 

Labour introduced the ‘Own Initiative’ programme 
as part of anti-crisis measures with the purpose 
of helping some unemployed individuals to pre-
pare, start up and run a microbusiness through 
a six-month grant.

The economic recession has also affected the 
design of already existing start-up incentives 
in some countries, as adjustments were made 
with a view to limiting deadweight and substi-
tution effects. For instance, eligibility criteria 
were tightened in Slovenia and Slovakia and 
individual grants were downgraded in Latvia. 
The same impacts were observed in Greece, in 
addition to a stronger priority given to innova-
tive entrepreneurial projects in the selection 
of beneficiaries.

2.1.2.	 Countries where the importance 
of start-up incentives has 
decreased overall

A decrease in spending on start-up incen-
tives between 2007 and 2011 was instead 
noticed in countries such as Belgium, 
Bulgaria, Denmark, Greece, Italy, Latvia, 
Malta, and Poland. For example:

•	 In Germany, in 2004 the Hartz reforms intro-
duced an allowance to set up a  business, 
which was rapidly replaced by different types 
of grants and integration allowance for recipi-
ents of unemployment benefits I and II in 2005 
and 2006. However, in a context of declining 
unemployment, the funding for start-up incen-
tives was rationalised in 2012.
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•	 In Denmark, a national programme to support 
unemployed individuals who wish to start their 
own business was in place between 1985 and 
1998 but has since been discontinued. Despite 
the lack of current national policy in terms of 
financial incentives, support for jobseekers 
who are considering starting a  business is 
still available, in the form of entrepreneurship 
training (but not as a statutory right). In addi-
tion, some municipalities, including Aarhus and 
Copenhagen, have local programmes offering 
micro-loans to some non-insured unemployed 
individuals who have a viable business plan, 
after a careful screening of applicants. The 
number of targeted beneficiaries remains low.

•	 In Italy, there is no comprehensive national 
policy on start-up incentives for the unem-
ployed, while a range of relevant measures 
open to all or at the regional and local levels, 
some of them co-financed by the ESF, are in 
place. Existing approaches and measures have 
been targeted to some regions in southern 
Italy, where support is provided to new busi-
ness owners in the form of grants, subsidies, 
and loans (intermittently financed over time).

2.1.3.	 Countries where start-up 
incentives have always been 
a niche measure

Expenditure remained at similarly low lev-
els between 2007 and 2011 in six countries 
(Belgium, Czech Republic, Cyprus, Luxembourg, 
Malta, and Romania). For example:

•	 In Cyprus, resources devoted to start-up incen-
tives for the unemployed are very small in 
scale; some subsidy programmes for youth 
and women have been regularly offered by the 
Ministry of Commerce, Industry and Tourism, 
but are not a permanent measure.

•	 In the Czech Republic, support to unem-
ployed individuals who start their own busi-
ness is basically provided via general ALMPs, 
which also support reintegration into salaried 
employment. The magnitude of measures 
funded from the national budget and sup-
porting start-ups is not significant. Measures 
are also funded via the ESF operational pro-
grammes, but no comprehensive mapping of 
such projects is available.

2.2.	 Mapping of start-up 
subsidies measures adopted 
in the EU

Start-up incentives may include the 
following (26):

•	 Guidance and training: to help people prepare 
to start their own business and to help avoid the 
pitfalls of early entrepreneurship. The process of 
business planning may also deter some unem-
ployed people and encourage them to find regu-
lar employment; it can also help PES to assess 
the likelihood of entrepreneurial success. The 
risk of providing guidance and training is that 
it can prolong the unemployment spell before 
business start-up. There is also a question about 
who should conduct viability assessments and 
if PES are equipped for this.

•	 Income support: where the unemployment 
benefit or social allowance may be extended 
to bridge a no-income period. The risk here is 
that the self-employed are subsidised when 
they may be receiving adequate income 
from their business. Subsidisation may also 
displace regular entrepreneurs because the 
subsidised self-employed have an unfair com-
petitive advantage.

•	 Lending business capital: especially where 
banks are not willing to provide loans due to 
unemployed people having poor credit, the 
higher uncertainty of recovering money from 
the (long-term) unemployed, the lower profita-
bility of business starters coming out of (long-
term) unemployment, and banks stigmatising 
the long-term unemployed. The risk of provid-
ing capital is that unsuccessful starters who 
fall into unemployment may be subsequently 
disincentivised to take low-pay employment if 
this entails repayment conditions.

In order to meet the needs for guidance and train-
ing, income support and business capital outlined 
above, start-up incentives include different 
types of measures used to incentivise job-
seekers to set up their own business, clas-
sified as follows:

•	 non-repayable monetary incentives (grants, 
subsidies, or allowances), sometimes combined 
with the continuation, conversion, or replace-
ment of unemployment benefit entitlement;

(26)	� Ecorys/IZA, Analysis of costs and benefits of active 
compared to passive measures, final report, European 
Commission, DG Employment, Social Affairs and 
Inclusion, Rotterdam, 2012.
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•	 loan programmes offering preferential terms;

•	 fiscal incentives (tax and social security 
exemptions).

The above can be used in isolation or in com-
bination, together with additional support or 
training, hence a further category is ‘combined’ 
programmes that have a number of components.

Generally, access to such financial incen-
tives is conditional on eligibility criteria and 
on the existence of a viable business plan, in 
order to avoid abuse and fraud and to improve 
the sustainability of outcomes. The feasibility of 
the entrepreneurial project is generally assessed 
by specialised consultants (within the PES or using 
external consultants). Furthermore, in other coun-
tries, the provision of advice/coaching, training, 
and complementary services is an integral part of 
the design of start-up incentives, which are part 
of a package of measures.

Start-up incentives across Europe are gen-
erally not restricted to specific types of 

business or sectors and measures usually 
target unemployment benefit recipients 
and the registered unemployed in general 
rather than specific groups. However, ben-
eficiaries are not always restricted to a particu-
lar type of benefit and some schemes aim to 
target inactive people more widely. In the UK, 
for example, Jobcentre Plus has organisational 
responsibility for the New Enterprise Allowance 
(NEA), and initially the scheme was directed at 
those aged 18 and over with a business idea and 
in receipt of Jobseeker’s Allowance (JSA). Since 
February 2013, eligibility was extended to two 
other categories of benefit recipients: lone par-
ents on income support and those receiving the 
Employment and Support Allowance (for those 
in the work-related activity group).

In some cases, different rates/allowances apply to 
different groups (an example from Sweden being 
‘Support in Starting a Business’ (Stöd till start av 
näringsverksamhet) (27). The scheme covers peo-
ple at risk of becoming unemployed, although to 
be eligible, the jobseeker has to be registered at 
the public employment office.

(27)	� For jobseekers covered by unemployment insurance, the 
daily activity support is equivalent to unemployment 
benefits, but no less than EUR 35 (SEK 320) per day. 
For those not entitled to unemployment benefits, the 
daily activity support amounts to EUR 25 (SEK 223).

Table 2.2 Overview of measures currently in use across 29 European Countries

Type of measure
No of Countries 

where measures are 
in use

Countries where such measures are in use

Non-repayable grants or subsidies 15 BE, BU, CZ, DE, EE, EL, ES, HU, LT, PL, PT, AT, SE, SK, FI 
Link to unemployment benefit (UB):

-- Conversion of UB

-- Replacement of UB

-- Income support during launch phase

-- UB continued or graduated during 
support

5

5

8

3

BG, ES, FR, LU, PT

BE, DE, AT, FI, UK

BE, DE, HU, LV, AU, SE, UK, IS

DK (continued) — FR, NL (graduated)

Preferential loans 11 BE, BG, ES, FR, LV, LT, NL, AT, PT, SK, UK 
Tax and social security exemptions 4 ES, FR, LT, RO
Combined measures (financial incentives 
combined with training, coaching, etc.)

11 BG, HR, LV, MT, NL, PT, AT, SI, FI, UK, and IS

Specific target groups:

-- Women

-- People with disabilities

-- Young people

-- Other disadvantaged groups

5

8

13

2

DE, EL, CY, PL, FI

BE, BG, CZ, FR, LT, NL, PL, SK

BE, EL, FR, IT, LT, LV, LU, MT, PL, PT, RO, SK, FI

HU, PL
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2.2.1.	 Non-repayable grants or subsidy 
measures

This category of financial incentives includes general 
activation incentives (i.e. not specific to the transition 
to self-employment), (one-off) subsidies or grants for 
business creation, temporary allowances/subsidies serv-
ing as income support, and the conversion of unemploy-
ment benefit entitlements into monetary incentives.

As mentioned above, generally strict eligibility 
criteria apply. Furthermore, while such incentives 
are in principle non-repayable, in some cases the 
beneficiary may be required to repay part of the 
subsidy if he/she does not maintain his/her activ-
ity as self-employed for the specified duration 
e.g. by taking another job. The incentives vary 
significantly in terms of amount (and/or duration) 
and strictness of eligibility criteria.

In a few other countries, registered job-
seekers moving towards self-employment 

can receive the same activation incen-
tives as unemployed individuals taking 
up a job; this can be combined with more 
specific measures. For instance in Germany 
since 2005, all unemployed persons who either 
start a  job or their own business receive an 
activation allowance that can be combined 
with additional financial incentives for busi-
ness starters. In Slovakia, jobseekers moving 
to self-employment, can — like any individual 
leaving the unemployment register before the 
end of his/her unemployment benefit entitle-
ment — receive a one-off payment of 50 % of 
the remaining sum.

2.2.1.1.	 Subsidy/grant for business creation

Several countries (including Greece, Hungary, 
Lithuania, Poland, Portugal, Slovakia and 
Finland) typically offer a one-off subsidy, 
as in the following example.

Finland — Start-up grant ‘starttiraha’
Target group: Anyone can access the grant, including unemployed people. The grant duration 
or value is generally not dependent on the target group, although there are some exceptions 
(e.g. longer grant periods for young people and women in some cases; some extra support for 
farmers; as well as some sector-specific grants).

Details: Some 4 900 beneficiaries have received the grant so far in 2014. A basic grant plus 
an add-on is foreseen. The basic grant is EUR 32.66 per day during the first 6–18 months. The 
add-on is less than or equal to 60 % of the basic grant. Requires check-up with labour authorities 
every six months. The total sum varies between EUR 700–1120 per month.

Eligibility conditions: Eligibility conditions are not very tight and mostly depend on the feasibil-
ity of the business plan. They include that the new business must be in the service sector (not 
industrial), to start within three months and should not distort competition or increase excess 
supply. Conditions for recipients include that they should have entrepreneurship experience or 
receive entrepreneurship training, having no tax liabilities, and perceive no additional salary/
benefit (e.g. pension, allowance). Additionally, the business activity chosen cannot be in the same 
area of work as the individual was active in previously as an employee, in order to prevent bogus 
self-employment.

Evaluation findings: A range of evaluations are available for start-up grants in Finland. Both 
entrepreneurs and officials have assessed the measure in question positively. Key findings from 
the survey of grant recipients (2005–2010) include: of the recipients, 74 % of the unemployed 
and 80 % of the non-unemployed were still working in their firm in late 2011; Overall, good 
survival rate of businesses until fifth year; average turnover EUR 151 000;

Successful enterprises correlated positively with non-unemployment, high human capital and 
high education level and full-time employment prospects were better if grant receivers were 
not previously unemployed.

Räisänen (2013) found positive indirect employment effects, but unclear effects on direct employ-
ment, that the grant hastened business establishment but also noted some leakage effects.

Policy lessons: Start-up grants combined with the manifold policies to develop a favourable 
environment for enterprises at the same time as developing individuals’ entrepreneurial skills 
and motivation, is working well. Increasing the scope of measures can only be done slowly 
and gradually.

Reference: Finland EEPO Article
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Temporary allowances or subsidies can 
also be paid in several instalments (usually 
monthly), serving as income support during 
the initial phase of launching the business 
(generally replacing unemployment bene-
fit, or complementing it in some countries). 
For example:

•	 In Belgium (Walloon region), a  so-called 
‘Airbag plan’, or a EUR 12 500 subsidy paid 
over two years, has been introduced.

•	 In Hungary, beneficiaries of the VVT start-up 
programme receive wage support for the first 
six months of activity in self-employment, at 
the level of the minimum wage.

•	 In Sweden, there has been a  daily activity 
support equivalent to unemployment benefit 
since 1987.

There are also examples in Belgium, Bulgaria, the 
Czech Republic and Spain of ‘transitional’ grants 
offered to those setting up a business to cover 
specific set-up costs such as fees for external 
consultant in Belgium and Bulgaria, training costs 
in Spain, and general operating costs of newly 
established start-ups (complementing the subsidy 
offered as part of the ‘Socially Purposeful Jobs’ 
programme) in the Czech Republic.

Measures to continue, convert or replace unem-
ployment benefits with financial assistance 
to start a  business, can also be considered 
as sub-categories of start-up incentives, as 
described below.

2.2.1.2.	 Continuance of unemployment benefits

In Denmark, business start-ups are incentivised 
through the provision of micro-loans to the unem-
ployed, and beneficiaries keep all their usual ben-
efits during the start-up period (28). This is fairly 
unusual, however, and usually unemployment 
benefit is graduated. An interesting example of 
the issues involved is the case of the Netherlands’ 
start-up incentive for unemployment benefit recipi-
ents. This involves decreasing unemployment ben-
efit income while a company is being started up, 
meaning that the support is relatively cost-neutral. 
Since January 2013, there has been a mandatory 
period of 26 weeks when starting up a business, 
during which the unemployment benefit is reduced 
by a  fixed percentage of 29 % (Article 35ab 
Unemployment Benefit Act, Werkloosheidswet). 
This percentage is the same for everyone, irre-
spective of hours spent on the business or profit 

(28)	� Implemented in the municipality of Aarhus (Denmark) 
as a permanent measure since 2012 and in pilots in 
other municipalities.

gained (29). In France, there is the possibility of 
cumulating unemployment benefits (ARE or ASS) 
with business revenues to enhance income secu-
rity. Pôle Emploi is responsible for delivering these 
benefits, which can be combined with other types 
of aid for business starters in particular situa-
tions, such as the ACCRE tax exemption measure 
(described in Section 2.2.3, below).

2.2.1.3.	 The conversion of unemployment 
benefit entitlements into monetary 
incentives

Applicants may receive a part of their total 
unemployment benefit entitlement in instal-
ments to support their entrepreneurial pro-
ject. Overall, this is not a  common approach 
across the reviewed countries, as countries rely 
on different types of income support subsidies 
to encourage the transition from unemployment 
towards self-employment. However, the conver-
sion of unemployment benefits is possible in 
the following countries: Bulgaria (the amounts 
received are relatively low, as unemployment ben-
efits are restrictive); Spain (this has been the main 
measure among start-up incentives since 1984); 
France (as part of a measure called ‘Support for 
taking over or creating a  business’, or ARCE); 
and Luxembourg (only for the registered unem-
ployed over the age of 40 and with professional 
experience). France provides an example of the 
approach involving the conversion of unemploy-
ment benefits into start-up grants. This has been 
possible since 2006, with the creation of ARCE. 
ARCE enables unemployed individuals who wish 
to create their own business to convert 50 % of 
their unemployed benefits into start-up grants. 
If the enterprise collapses the person can still 
benefit from the unused unemployment benefits, 
which represent an important guarantee for busi-
ness creators.

2.2.1.4.	 Replacement of unemployment 
benefits

The Finnish start-up grant replaces benefits but the 
main idea in the Finnish context has been to keep 
the start-up grant at the same level as the unem-
ployment benefit, and for it to be paid on a monthly 
basis (this was considered important in order to 
avoid major abuse). Similarly, in Austria, the level 
of support (Gründungsbeihilfe — GB) given during 
the first months of self-employment, corresponds 
to that of the applicable unemployment benefit or 
unemployment assistance/subsistence allowance 
(DLU), including any family supplements. There is 

(29)	� SEO, 2009; see Netherlands national article for further 
details.
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also a supplement to the amount of the current con-
tribution (minimum contribution basis) to the social 
insurance scheme for the self-employed. Under the 
NEA in the UK, a weekly allowance is paid for up to 
26 weeks, but the amount is graduated (EUR 80 
(GBP 65) per week for the first 13 weeks, and EUR 42 
(GBP 33) for a further 13 weeks, up to a maximum 
of EUR 1 615 (GBP 1 274)). Importantly, receipt of 
NEA does not affect eligibility to other support such 
as housing benefit. With the German Integration 
allowance (Einstiegsgeld), the combination of ben-
efits is possible (housing allowance, unemployment 
benefit II, and heating allowance, among others). In 
Belgium, it is possible in some cases (‘allowances of 
establishment’) to maintain an income comparable 
to receipt of unemployment benefits.

2.2.2.	 Low-interest/guaranteed loans

In most if not all countries reviewed, the 
access to loans at preferential rates has 
been promoted as part of entrepreneurship 
policies over the last few decades. Such meas-
ures may target any candidate entrepreneur and 
some countries do not have a separate scheme 
for those who are unemployed at the time of 
applying for the loan. For instance, in Spain, low-
interest loans provided by national public credit 
institutions or through regional programmes are 
available to unemployed individuals among other 
groups. Similarly, in Latvia, a ‘universal’ start-up 
loan programme also serves that purpose.

Specific loan programmes targeting (mostly) 
the unemployed are in place in a few coun-
tries, including Belgium, Bulgaria, France, 
Austria and Lithuania. For example, in France, 
in addition to loans available to any new entrepre-
neur, zero-rate loans are offered to unemployed 
individuals as part of the NACRE measure (new 
support for the unemployed taking over or creating 
a business). This measure also includes advisory 
services for a duration of three years. The alloca-
tion of a loan is conditional on a feasible business 
plan, which is assessed during a clearing procedure.

2.2.3.	 Tax or social insurance 
contribution exemptions

Various countries have adopted fiscal 
measures as part of broader entrepreneur-
ship/SME policies that are of relevance for 
unemployed individuals who start operating 
a business. For instance, there are specific fis-
cal conditions linked to the solo entrepreneur, or 
‘auto-entrepreneur’, status created in France in 
2009. A similar scheme is in place in Romania. In 
Spain, fiscal incentives were introduced by a 2013 
law providing support for entrepreneurs.

Fiscal advantages for new entrepreneurs 
who were previously unemployed are not 
widespread, but exist in at least a  few 
countries. For example, in Lithuania, an unem-
ployed person registered at the PES is able to 
acquire a preferential business certificate, and 
municipalities can reduce the amount of income 
tax levied on income from activities exercised 
under such a certificate. However, the meas-
ure carries a risk of abuse from business own-
ers, who register as unemployed to receive 
this certificate.

In another example from France, unemployed indi-
viduals setting up their business are exempted 
from social security contributions for a year (and 
up to three years in some cases) as part of the 
ACCRE measure. The target group includes the 
unemployed, young people aged 18–26, employ-
ees taking over their enterprise. The measure 
benefited 179 083 people in 2011. There are no 
eligibility conditions, except to be attached to the 
PES. An interesting feature of ACCRE, is that it 
can be combined with accumulating unemploy-
ment benefit and revenue measures (such as the 
NACRE support service or the ARCE unemployment 
benefit-conversion measure), giving individuals 
the opportunity to double up business revenues 
and unemployment benefits for 15 months (or 
more, for persons over 50 years old). Around 70 % 
of unemployed persons who create their business 
benefit from this measure, which makes it the 
most common start-up incentive for the unem-
ployed. The most recent evaluations show that 
the ACCRE has had a positive impact on busi-
ness durability. Yet its impact on economic per-
formance and job creation does not seem to be 
significant (30).

2.2.4.	 �Combined financial 
incentives with additional 
services (training, coaching, 
and guidance)

A range of countries have put in place com-
prehensive active labour market programmes 
or ‘packages’ focusing on entrepreneurship 
and self-employment. Such programmes can 
include one or several of the types of financial 
incentives described above, as well as a compul-
sory component consisting of training and / or 
advisory services. These additional services aim 
at improving the screening of applicants, ensuring 
the quality of their entrepreneurial projects, and 
are considered to raise the probability of business 
survival, hence optimising the impact of financial 
incentives, as illustrated in the box below.

(30)	� DARES and the INSEE, 2008. See France national article 
for further details.
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Austria — Unternehmensgründungsprogramm (UGP), 
the start-up programme for the unemployed
Target group: Potential beneficiaries are unemployed people (irrespective of their entitlement 
to unemployment benefits) and employed individuals at risk of losing their job, who are inter-
ested in entering self-employment with a concrete business idea and appropriate qualifications.

Details: The business start-up programme for the unemployed (UGP, in German) was imple-
mented in 1997 by the PES and consists of four phases: a clarification phase (assessment of 
project feasibility); a preparatory stage (during which participants receive specific counselling 
and training, and income support); an implementation stage (during which participants receive 
a start-up subsidy); and a follow-up stage (to ensure the stabilisation of newly founded micro-
businesses, with up to four appointments with external business consultants within two years). 
The measure benefited 5 065 individuals in 2013.

Eligibility criteria include being registered as unemployed, having a concrete business idea, 
participation in a preceding counselling and clearing process, obtaining an insurance certificate 
from the social security institution for self-employed or for farmers.

According to evaluations of the measure, the characteristics of the average participant: 
38 years old, male, with medium-level vocational skills and education. The average start-up 
rate of participants was 83 %, while a similar survival rate was noted between UGP set-ups and 
general set-ups.

Policy lessons: Success factors of the measure include sound clearing of the feasibility of the 
individual business idea and individual conditions during the implementation phase; tailor-made 
support such as counselling, coaching, advice, and training; and accompanying financial support 
for business founders during the whole process.

Reference: Austria EEPO Article

Countries such as Malta, the Netherlands, Austria, 
Finland, and the UK already had such permanent pro-
grammes in place prior to 2008. Similar programmes 
have been introduced after 2008 in countries such 
as Bulgaria, Croatia, Latvia, Portugal, Slovenia, and 
Iceland, coupling financial assistance with assistance 
for business plan development, referral to training 
sessions, and the provision of information and advice. 
For example, in Malta, the start-up grant ‘Start your 
own business’, which has been provided by the 
Education and Training Corporation for over a dec-
ade, is a package of counselling, entrepreneurship 
training, mentoring, and financial assistance. Other 
complementary measures to the scheme include 
subsidised childcare and free transport.

It should be noted that, in some countries, 
although there are no such comprehensive 
programmes in place to date, unemployed 
individuals can access comprehensive support 
by combining different measures. For example:

•	 In Belgium, the federal measures in place 
(including the Launch Loan programme) are 
complemented with additional measures and 
services provided at the regional level. For 
instance, the Walloon region offers training 
vouchers for unemployed individuals interested 
in starting their own business.

•	 In France, different measures are available 
and are compatible, such as tax exemptions, 

the conversion of unemployment benefits into 
a grant, and the NACRE measure for registered 
jobseekers (access to zero-rate loans and advi-
sory services).

•	 In Germany, existing financial incentives (start-
up grants) can be complemented by coaching 
services. This type of service was co-funded 
by the ESF between 2008 and 2013.

•	 In Luxembourg, individuals who apply for 
a  start-up incentive (conversion of unem-
ployment benefit entitlements) at the PES 
are referred to support programmes offered 
by organisations such as the Chamber of 
Commerce or the Chamber of Crafts.

2.2.5.	 Focus on specific target groups

An OECD report (31) highlights the value of 
self-employment promotion measures for 
the disadvantaged unemployed. The report 
notes the following barriers for different groups:

•	 Women are half as likely as men to start 
a business. Women may face discrimination 
in accessing finance and may face challenges 

(31)	� OECD (2013), The Missing Entrepreneurs, Policies 
for Inclusive Entrepreneurship in Europe. Internet: 
http://www.oecd-ilibrary.org/industry-and-services/
the-missing-entrepreneurs_9789264188167-en

http://www.oecd-ilibrary.org/industry-and-services/the-missing-entrepreneurs_9789264188167-en
http://www.oecd-ilibrary.org/industry-and-services/the-missing-entrepreneurs_9789264188167-en
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in lack of confidence, entrepreneurial experi-
ence, and networks.

•	 Young people face greater difficulty in rais-
ing external finance given their lack of sav-
ings and collateral, and often lack skills to run 
a business.

•	 Seniors often have high-level technical skills 
and access to finance but lack entrepreneur-
ial skills.

•	 Ethnic minorities and immigrant entre-
preneurs may have difficulty understanding 
regulatory requirements and may be forced 
to rely upon non-bank and informal finance.

•	 Disabled people have more difficulty gaining 
entrepreneurial experience and skills, and may 
be constrained by state welfare policies.

The start-up incentives covered in the review 
national articles and described in the previ-
ous sections generally target all unemployed 
individuals (unless otherwise mentioned); 
eligibility criteria relate to the level of prepara-
tion of participants and their entrepreneurial pro-
jects. In addition to these, some countries have 
measures and schemes with a specific coverage 
(often complementary to the abovementioned 
schemes). For example, in Poland, the start-up 
grants financed from EU funds detail eligibility 
criteria and targeting that are project-specific. 
Target groups include the long-term unemployed 
and women returners to the labour market, people 
with disabilities, people over 45 years of age, as 
well as people living in rural communities.

A small number of measures have been found to 
focus on women, disabled individuals, and young 
people (part of the measures being offered or 
developed as part of the Youth Guarantee). Except 
one measure in place in Luxembourg (capitalisa-
tion of unemployment benefits for the registered 
unemployed aged 40 and above), none of the 
targeted measures in the review focus on age 
groups other than young people.

2.2.5.1.	 Measures focusing on women

There are only a small number of examples 
of national start-up incentives that have 
a  specific gender focus (e.g. in Croatia, 
Germany, Greece, and Cyprus), as this 
objective is addressed as part of ‘universal’ 
measures. However, women can be considered as 
a priority group. For instance, in Austria, as part 
of the UGP start-up programme managed by the 
PES, special emphasis is put on supporting female 
applicants at the initial stage. For instance, they 

may benefit from a higher training allowance. In 
addition, there are ESF projects supporting this 
objective in various countries, as well as other 
policy initiatives and funds to promote female 
entrepreneurship more broadly (such as the Fund 
for women’s initiatives — FGIF — in France and 
Iceland’s Women’s Employment Fund created 
in 1991 to help women — regardless of their 
employment status — to carry forward a busi-
ness project).

In some cases, networks and linkages among 
stakeholders may have been put in place 
specifically for certain target groups. One 
example from Germany is the National Agency for 
Women Start-ups Activities and Services (bga): in 
order to mobilise the potential of women start-
ups in industry and on the market, Germany sup-
ports women entrepreneurs. The bga, which is 
sponsored by the German Federal Ministry for 
Education and Research, the Federal Ministry for 
Family, Senior Citizens, Women and Youth, and the 
Federal Ministry of Economic Affairs and Energy, 
represents a first step towards increasing the 
number of businesses started by women. The bga 
offers the political, business, academic, and public 
sectors a platform for information and services 
related to women entrepreneurship in all areas 
and phases of company foundation, consolidation, 
and succession.

2.2.5.2.	 Measures focusing on disabled 
jobseekers with a reduced work 
capacity

Complementary to other activation meas-
ures for jobseekers, the purpose of measures 
for people with disabilities or reduced capac-
ity to work is to cover for additional costs 
that they may incur in setting up a business, 
such as workplace alterations. Such meas-
ures can be found in Belgium, the Czech Republic, 
France, the Netherlands, Slovakia and Sweden. 
For example:

•	 In the Czech Republic, the ‘Job creation support 
for the disabled’ measure (directed at creat-
ing both employee and self-employed posi-
tions for unemployed people with disabilities) 
is enhanced because support can be topped 
up by a contribution to operating costs (up to 
EUR 2 000).

•	 In the Netherlands, intervention is focused on 
start-up incentives for people with a work dis-
ability registered at the PES and incorporates 
a coaching component.

•	 In Sweden, there is special financial ‘Support 
in Starting a Business’ scheme for jobseekers 
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with a functional impairment to buy specific 
equipment, following a  special assessment 
delivered by an external consultant to the PES. 
This can be combined with the ‘regular’ tem-
porary allowance for jobseekers who create 
their own business.

2.2.5.3.	 Measures focusing on young people

In most of countries, young people are eli-
gible for the start-up measures mentioned 
above. For instance, in Sweden, young people 
aged 18–25 and not in the labour market are 
eligible to receive the temporary allowance for 
business starters. In France, young people can 
also access zero-rate loans and receive additional 
guidance from the PES. However, in practice young 
people may be excluded from some measures that 
require entitlement to unemployment benefits.

The examples of specific programmes for 
young people (often focusing on a larger age 
cohort than the 15–24 age group) generally 
have a greater focus on guidance and coun-
selling. For example, in Romania, a programme 
has been introduced to encourage young people 
aged up to 35 to start a limited liability company 
start-up or (SRL Debutant), including a grant and 
social security exemptions, though strict require-
ments apply. This measure is now part of the 
Youth Guarantee. It is thus clear that policy devel-
opments at the EU level with the Youth Guarantee 
have had a significant impact.

A  number of countries have recently devel-
oped (including Italy, Latvia, Poland, Romania), 
or are currently developing (including Greece, 
Luxembourg, Malta, Portugal, and Slovakia), spe-
cific entrepreneurship programmes for young 
people as part of their Youth Guarantee 
Implementation Plans. This includes, for 
instance, Greece (where a new scheme targeting 
the 19–24 years age group is being designed), 
Luxembourg, Malta, Portugal, and Slovakia.

As recent research points out (32), in terms of the 
design and implementation of Youth Guarantee 
schemes to support start-ups, measures to ease 
access to financial resources are important as 
this is a major issue for young entrepreneurs. 
Measures may include special grants, start-up 
incentive measures, subsidised credit, capitali-
sation of unemployment benefits, combining 
unemployment benefits and a start-up allowance, 
or temporary exemptions from social security 

(32)	� ICF GHK (2013), Developing supportive measures for 
labour market integration, thematic paper for Mutual 
Learning Programme (DG Employment, Social Affairs 
and Inclusion) event: Practical support for the design 
and implementation of Youth Guarantee Schemes, 
Brussels, 17–18 October 2013.

contributions. To increase chances of success, 
the preparation of an entrepreneurial project 
can typically start at an early stage, while young 
people are still engaged in vocational education 
and training (VET) or higher education. When this 
option is considered by young people who have 
already left initial education and training and are 
already registered with the PES, it is important to 
provide them with comprehensive support, as an 
isolated start-up incentive is likely to be insuf-
ficient on its own. Providing guidance to young 
people, helping them to set up viable business 
plans, and putting in place mentoring schemes 
can increase the success of such programmes.

2.2.5.4.	 What works for whom?

The findings of evaluation studies on the 
impact of start-up incentives show a cer-
tain degree of variation across groups of 
unemployed people. For example, on the basis 
of the propensity score matching technique as 
well as regression analysis in Poland, Wiśniewski 
& Zawadzki (2011) found that those involved in 
business activities were most likely to be men, 
aged 25–34, and were more likely than the aver-
age not to have children.

Results from Sweden (Månsson & Delander, 
2011) indicate that women recipients of 
start-up incentives have a higher start-up 
success rate than both women and men non-
participants; however, the impact for women 
beneficiaries is smaller in comparison with men 
(compared to a matched sample of men in the 
start-up scheme, women participants were less 
successful at retaining self-employment).

Women may lack access to finance and face 
constraints in working hours due to caring 
responsibilities, which may limit their aspirations 
to grow their business to the same extent as men.

There may be gender differences in the ori-
entation and motivation for business foun-
dation. In Austria, flexible working time and 
self-fulfilment are the main aspects for women, 
whereas men strive for higher income and suc-
cess. The different goals are linked to the dif-
ferent living conditions of men and women. The 
results from Austria also indicate that women 
have more restricted access to finance than men, 
which is another reason why women tend to plan 
their business start-ups more carefully and on 
a smaller scale (33).

(33)	� Dornmayr and Lenger, 2006. See Austria national article 
for further details.
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The results on business survival in rela-
tion to different target groups vary, and 
this is likely to depend on a range of fac-
tors. In Greece, the starter businesses remained 
active for 27.5 months on average following the 
termination of the subsidy, with higher than 
average survival rates reported for the ‘Young 
scientists’ and the ‘Female entrepreneurship’ 
schemes. (34) The proportion of beneficiaries 
not thinking of abandoning their businesses 
was greatest in the case of women entre-
preneurs (35). However, among the companies 
established with ESF support under the regional 
component of the Human Capital operational 
programme in Poland, more women than men 
permanently closed down their companies after 
12 months (40 % compared to 36 %), among 
which the cause of closing the company was 
mainly personal or family reasons. A higher risk 
of cessation of activity was also attributed to 
people aged below 25 or above 54 years, and 
to the previously long-term unemployed. The 
survival rate of businesses increased when 

(34)	� The firms that had ended operations at the time of the 
evaluation (2008).

(35)	� Gruber, M., Denker, J., Nikiforou, A., Entrepreneurial 
activities of the unemployed in Greece, Ecole 
Polytechnique Fédérale de Lausanne/OAED, Athens, 
2014. See Greece national article for further details.

participants were provided with training on the 
legal aspects of their company (but only if the 
participant did not have primary or secondary 
education) and, to a  lesser extent, when pro-
vided with bridging support.

Outcomes may vary between natives and 
immigrants. The results of an econometric anal-
ysis by the Swedish National Audit Office in 2012 
suggests that while the start-up grant programme 
had positive employment effects for both natives 
and immigrants, the positive employment effects 
were greater for persons born in Sweden than 
those born abroad (36).

Approaches to enhancing school-to-work 
transitions can include efforts to improve 
self-employment opportunities (37). This could 
help to reduce the amount of time a young per-
son spends out of work after leaving education, 
thereby reducing the risk of the ‘scarring’ effect 
that can be incurred by a spell of unemployment 
at a young age.

(36)	� The Swedish National Audit Office, 2012, confirming 
earlier results by Carling and Gustafson, 1999.

(37)	� Eurofound, Effectiveness of policy measures to increase 
the employment participation of young people, 2012.
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3.	 Design features of start-up 
subsidies

The national articles have been reviewed in order 
to assess how the types of measures that are cur-
rently being used address the barriers faced by 
unemployed entrepreneurs. The chapter continues 
with a discussion of features of start-up schemes 

that have been identified in evaluations as being 
important to the development of sustainable busi-
nesses by the unemployed, and concludes with ways 
in which financial incentives are complemented by 
other forms of support to enhance effectiveness.

3.1.	 Addressing barriers to entrepreneurship

Key policy messages
•	 The main concern for unemployed people wanting to start their own business is the lack 

of income security due to self-employed status, particularly in the initial stages of busi-
ness creation.

•	 Many schemes therefore involve a mixture of financial support comprising help with living 
costs during the formative stages of setting up the business and access to loans for capi-
tal equipment.

•	 To ensure income security, financial support must consider the relationship between start-up 
incentives and recipients’ benefits entitlement.

•	 Income security measures in the initial stages of the business are more important than the 
receipt of block loans of subsidies for investment in the business. However, start-up incentives 
may also require financial incentives to support investment in the enterprise’s infrastructure 
or operating costs.

•	 Lack of entrepreneurial skills and knowledge are key barriers for the unemployed, although 
this depends on scheme selection criteria, i.e. the level of qualifications and experience.

•	 Entrepreneurs need business support as well as financial support, including assisting with 
entrepreneurial preparedness in the process of drafting business plans.

•	 There is also a need to help unemployed people bring the business onto the market, extend 
their working time as self-employed, and tackle the financial burden involved in running 
a business (taxes and social security contributions).

Key barriers to unemployed people pursu-
ing entrepreneurship are: financial bar-
riers, lack of technical knowledge and 
expertise about setting up a  business, 
and the challenges involved in pursuing 
a viable business idea and putting it into 
practice. For example, evaluation findings from 
Austria show that the main challenges or dif-
ficulties for unemployed people establishing 
enterprises are the following: bringing the busi-
ness onto the market (e.g. acquiring custom-
ers); extended working time as self-employed; 
and financial burden (taxes, social security 
contributions) (38).

(38)	� Bergmann et al., 2013. See Austria national article for 
further details.

3.1.1.	 Risks associated with income 
uncertainty of entrepreneurship

The main concern for unemployed people 
wanting to start their own business is the 
lack of security due to self-employed status, 
particularly in the initial stages of business 
creation. Indeed, some of the measures included 
in the research in the Member States can be cat-
egorised as a revenue complement or as support 
for business creation. Having resources to invest 
in the business is also important, due to issues 
faced by unemployed people and marginalised 
groups in accessing loans or credit.
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Many schemes involve a mixture of financial 
support (comprising help with living costs 
during the formative stages of setting up 
the business, and access to loans for capital 
equipment), and are sometimes connected to 
a wider availability of finance for new business 
owners. The Internet is a key factor for reduc-
ing start-up costs (and risks) substantially. Some 
groups may have limited expectations for their 
business model, which do not go beyond own-
account working.

The relationship between start-up incen-
tives and recipients’ benefits entitlement 
is an important consideration given that 
financial support to minimise the risk 
is a  key underlining feature of start-up 
incentives. In general, national schemes aim 
to balance the degree of incentive against the 
possibility for abuse, and at the very minimum 
to make sure that unemployed recipients are 
not worse off under the measures. Different 
approaches can be identified, notably continu-
ance of unemployment benefits and conversion 
or replacement of unemployment benefits. The 
possibility of reinstating the unemployment 
benefits system in the event of failed self-
employment provides an additional warranty. 
For example, in Finland, workers who have to end 
entrepreneurship are treated as quitting working 
with immediate return to the employment ser-
vices. In Belgium, within the Young Entrepreneurs 
Plan, if the project fails the person is automati-
cally reinstated to their unemployed status.

3.1.2.	 Lack of access to finance/
capital resources

Around 80 % of EU citizens find it difficult to 
start up a business due to a lack of available 
financial support (39).

Income security measures in the initial 
stages of the business are considered more 
important by recipients than the receipt of 
block loans of subsidies for investment in 
the business. For example, the New Enterprise 
Allowance (NEA) weekly allowance paid for 26 
weeks was considered crucial to allow UK partici-
pants to move from receiving benefits to earning. 
However, uptake of the EUR 1 270 (GBP 1 000) 
loan was less than anticipated, a fact attributed 
to the reluctance of participants to take on the 
debt (40).

(39)	� DG Enterprise and Industry (2010), Entrepreneurship in 
the EU and beyond: A survey in the EU, EFTA countries, 
Croatia, Turkey, the US, Japan, South Korea and 
China: Analytical report, European Commission, http://
ec.europa.eu/public_opinion/flash/fl_283_en.pdf.

(40)	� DWP, 2013. See UK national article for further details.

However, start-up incentives may also 
require financial incentives to support 
investment in the enterprise’s infrastruc-
ture or operating costs, as well as income sup-
port during the start-up phase. In Greece, a 2009 
evaluation found that for over half of the par-
ticipants (53 %), the subsidy provided was very 
important. The subsidy covered approximately 
33 % of the total capital invested in the start-up. 
The remaining capital came from participants’ 
own resources (48 %) and from bank loans (15 %). 
The vast majority of respondents to a 2014 evalu-
ation survey stated that the financial assistance 
they had received was ‘indispensable’, while, on 
average, the capital invested in the new busi-
nesses fluctuated at particularly low levels of 
between EUR 15 000 and 30 000 (41). There are 
generally a wide range of financial instruments 
(microcredit, loans, etc.) for groups considered 
to be in need of extra financial support. These 
services tend to be discretionary and potentially 
difficult to access, ensuring that only those with 
a viable plan are selected.

3.1.3.	 Lack of entrepreneurial skills

Lack of technical skills and knowledge are 
key barriers for the unemployed, although 
the way these play out may be depend-
ent on the approach to how individuals are 
selected (i.e. a degree of ‘creaming’) or on 
targeted support to boost skills. The level 
of previous qualifications — and prior business 
experience — of unemployed start-up incentive 
recipients appears to vary widely across schemes. 
In many schemes the majority of recipients have 
intermediate-level skills. Evaluations from Greece 
and Portugal point out the entrepreneurship-
related knowledge gaps among the beneficiar-
ies. For example, an evaluation of participants in 
start-up incentives in Greece showed that most 
of the programme participants (61 %) stated 
they had no previous business experience and 
the ex post evaluation indicated that the typical 
beneficiary was aged 30–49 (73 % of the partici-
pants), with intermediate education credentials 
(ISCED 2–3, 77 % of the total) (42). Another sur-
vey undertaken in the context of a 2014 evalua-
tion (43) noted a lack of management/marketing 
skills among the ‘young scientists’ and lack of 
ICT skills among the new freelance professionals 
aged 33–64. Based on these findings, evaluators 
proposed a number of suggestions for maximis-
ing the future impact of the start-up schemes, 
including training (technical and general) for the 

(41)	� OAED, 2009, and OAED, 2014. See Greece national 
article for further details.

(42)	� OAED, 2014. See Greece national article for further 
details.

(43)	� Ibid.
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‘would-be entrepreneurs’, and the provision of 
mentoring/counselling services. They also recom-
mended training for those beneficiaries starting 
an activity in areas where they had little previous 
knowledge. The attendance of seminars on entre-
preneurship is now a prerequisite for participation 
in the start-up scheme.

3.1.4.	 Need for business consultancy

Entrepreneurs need business support as well 
as financial support, including assistance to 
draft individual action plans and business 
plans (e.g. France, Austria, Poland, Slovakia) (44). 
This was found in Slovakia where jobseeker’s over-
estimation of his or her own capabilities is the 
most common cause of business failure.

There is also a need to help unemployed 
people bring the business onto the market, 
extend their working time as self-employed, 
and tackle the financial burden involved in 
running a business (taxes and social secu-
rity contributions). This was the case in Austria, 
where improvements could include providing more 
branch-specific counselling and advice services, 
improving the possibilities for networking between 
participants, and offering additional tailor-made 
counselling for various target groups (45).

(44)	� Borik and Caban, 2013. See Slovakia national article for 
further details.

(45)	� Bergmann et al., 2013. See Austria national article for 
further details.

Experience in France highlights the need to 
reduce administrative complexity, in order 
to help actors concentrate on general support 
(training, provision of advice and guidance) for 
business creators. In France, the lack of accom-
panying support before and after business crea-
tion has been the main brake on the growth and 
durability of new French companies. This is well 
known, but they are no specific and coherent 
corrective actions put in place in response to 
this situation.

Poland is one example of an EU Member State 
that has taken advantage of ESF resources to 
support targeted temporary measures (real-
ised under ESF 2007–2013) and consultancy 
and training in the knowledge necessary to 
start and conduct a business (e.g. relating 
to taxes, insurance, labour law, health and 
safety obligations, commercial law, market-
ing, etc.), along with bridging financial sup-
port payable for up to six months (and in 
special cases, up to 12 months). Companies 
established with ESF support under the 
regional component of the Human Capital 
operational programme have a greater sur-
vival rate over a period of two to three years 
than open-market start-ups. Business sup-
port and signposting between schemes and 
services becomes important.

3.2.	 �How to promote successful businesses: the role of conditionality 
placed on recipients of start-up subsidies

Key policy messages
•	 Conditionality in start-up schemes is crucial in designing start-up incentives. Conditions on 

participation vary depending on the objectives of different schemes and national factors.

Conditions can be based on the following:

•	 Length of unemployment: focus on early intervention or prioritisation of the longer 
term unemployed.

•	 The financial support available: schemes must balance offering sufficient incentives with 
minimisation of the potential for abuse of the incentive.

•	 The type and quality of the business idea/plan: in terms of profitability and viability, likelihood of 
distorting competition or crowding-out other companies, and level of product/service innovation

•	 The age of recipients: in countries suffering the effects of the economic crisis, the recent 
focus has been on assisting the young unemployed, but the criteria on age vary, determined 
by Member State objectives.

•	 Working time: as a rule the business starter must be planning to work for a certain number 
of hours per week as a minimum.

•	 Qualities of individual applicants: an assessment of the ability of the applicant to run a busi-
ness is often an explicit feature of start up support measures.
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Conditionality in start-up schemes is cru-
cial in designing start-up incentives (and the 
needs of the target groups will presumably 
influence the design).

Conditions placed on participation in start-up 
incentives vary depending on the objectives 
of different schemes and national factors. In 
general, schemes apply specific criteria, although 
it cannot be ruled out that some specific criteria 
are locally determined. An example from Hungary 
is the ‘Support for entrepreneurship’ (vállalkózóvá 
válási támogatás, VVT), a general and restricted 
programme focused only on disadvantaged work-
ers. This is a start-up incentive with multiple ele-
ments (46), and various restrictions apply based on 
the preferences of the local labour office.

Examples of different conditions across the 
Member States are given here.

3.2.1.	 Length of unemployment

In some Member States ‘early intervention’ 
is a feature of the initiative. For example, 
in the UK, a scheme to support unemployed to 
become self-employed up until July 2012 was ini-
tially available only to those claiming unemploy-
ment benefit for at least 26 weeks, but the access 
conditions were then reduced to 13 weeks and, 
from October 2012, to day one of a benefit claim.

Other start-up schemes involve an increase 
in the qualifying unemployment period. In 
Germany, start-up grants (Gründungszuschuss) 
can be allocated to those unemployed below the 
age of 65 years who are eligible for at least 150 
days of unemployment benefit I until they start 
their business (before 1 January 2012, eligibility 
was 90 days) (47).

3.2.2.	 Design and amount of financial 
support

Access to finance is a particular area where fledg-
ling start-up companies appear to struggle, and 
is a key area for consideration.

A common thread in the design of schemes 
is balancing sufficient incentives with mini-
misation of the potential for abuse of the 
incentive, and without distorting the business 
creation environment through deadweight and 
displacement effects.

(46)	� 1) Wage support for six months, 2) refundable or 
non-refundable cash transfer, 3) co-payment to 
entrepreneurship training.

(47)	� Wolff and Stephan, 2013. See Germany national article 
for further details.

In some cases, there is a degree of experimenta-
tion with innovative design of different financial 
incentives and variable amounts of subsidy. 
For example, in Germany if and how much 
support is granted is in principle decided by the 
personal contact person at the local labour agen-
cies (48). Another approach is to set funding levels 
linked to priorities and objectives for schemes. 
Under a subsidy programme in Greece for new 
freelance professionals, implemented in 2009, the 
amount of funding varied by age (EUR 18 000 in 
the case of young people (22–33) and EUR 15 000 
in the case of people aged 33–64) (49). Evaluations 
in Greece have suggested the option of differ-
entiating the amount of financial assistance for 
‘labour intensive’ activities (50).

Some Member States have used a  staged 
approach to payment. As an example, under 
the subsidy programmes implemented in Greece 
for young professionals, the amount of funding 
available for each new business was paid in three 
equal instalments over 12 months and subject to 
periodical satisfactory auditing of the business. In 
one scheme, provided that the business survived 
for 12 months after the termination of the sub-
sidy period (12 months), an extra amount was 
paid, and an amount was also given for survival 
beyond 24 months following the termination of 
the subsidy period. In addition, businesses were 
able to hire subsidised employees through OAED. 
In Germany, the grant is paid in two phases: dur-
ing the first six months (previously nine months) 
beneficiaries still receive their unemployment 
benefit supplemented by a  monthly grant of 
EUR 300. If the applicant can demonstrate that 
he/she puts the money to good use during the 
start-up phase, they may be granted an additional 
EUR 300 a month for a further nine-month period 
(previously six months) (51).

3.2.3.	 Business idea/business plan

Having a business idea is an underlying fea-
ture of start-up incentive involvement, and 
in some cases the ‘quality’ of the business 
idea is explicitly part of the selection cri-
teria. This is most clearly seen in the case of 
start-up incentives involving lump sum financial 
grants and loans. In Germany, the granting of 
the allowance is in principle based on the results 
of profiling and the elaboration of the Individual 

(48)	� See Germany national article for further details.

(49)	� Total funding could be extended to EUR 23 000–27 000, 
provided that the participant was an unemployment 
benefit recipient and that the business survived one to 
two years after the termination of the regular subsidy 
period (12 months).

(50)	� See Greece national article for further details.

(51)	� http://www.existenzgruender.de/englisch/self_
employment/launch/support_programmes/index.php

http://www.existenzgruender.de/englisch/self_employment/launch/support_programmes/index.php
http://www.existenzgruender.de/englisch/self_employment/launch/support_programmes/index.php
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Action Plan. The entrepreneurial activity needs 
to be profit-oriented (52). The claimant needs to 
demonstrate that the business concept is sustain-
able, and this needs to be certified either by the 
relevant chamber, or by a bank or an industrial 
association. In addition to this expertise state-
ment, the claimant needs to provide a description 
of the planned business, a CV, a financial plan, 
and capital needs as well as expected turnover 
and profits.

External consultants can help PES casework-
ers assess the expected profitability of the 
proposed business concept and its ability 
to provide long-lasting employment. This is 
the case in Sweden with the start-up incentive 
for jobseekers with reduced work capacity due 
to a functional impairment in Sweden (‘Special 
support in starting a business’ — Särskilt stöd 
till start av näringsverksamhet). Support is con-
ditional on approval of the business concept and 
financing plan by the PES.

A further consideration, explicit in Finland and 
Sweden, is that the financial support should 
not distort competition or crowd out other 
companies. Elsewhere, schemes have been 
focused on specific sectors or activities with 
a view to targeting areas with potential and to 
minimise substitution effects.

Schemes may also have the requirement for 
a  business plan emphasising new ideas, 
products, and services as a criterion for the 
awarding of support, and in order to reduce 
substitution effects. This was found to be suc-
cessful in Greece with the ‘Promotion of self-
employment for new entrepreneurs and creation 
of new enterprises with a focus on innovation’, 
which prioritises innovative business proposals.

3.2.4.	 Age of recipients

In countries suffering the effects of the economic 
crisis, the recent focus has been on assisting 
particularly the young unemployed wishing 
to start their own business, and promoting 
employment amid a  climate of tight funding 
constraints and scarcity of salaried employment 
options. The criteria on age vary depending 
on the various schemes, as determined by 
Member State objectives. As an example, the 
main schemes in Sweden cover individuals of 
at least 25 years of age, while the youth job 
programme (Jobgarantin för ungdommar) cov-
ers individuals who are at least 20 years old 
and fulfil the required criteria, and the job and 

(52)	� Federal Labour Agency, 2013c. See Germany national 
article for further details.

development programme (Jobb and utveck-
lingsgarantin) covers people who are at least 
18 years old and who are far from the labour 
market for specific reasons (being young and 
having a functional impairment affecting their 
job capacity). At the same time, schemes or 
recommendations have been developed to ena-
ble the wider participation of other groups of 
unemployed people. For example, in Cyprus it 
was noted that it may be beneficial to repeat 
a women’s entrepreneurship programme, with 
the maximum age limit of 55 raised, and to think 
about schemes to target groups of older unem-
ployed such as retirees from the broader public 
and the banking sector (who have capital through 
their retirement lump sums and secure monthly 
pensions) and may be interested in starting up 
their own business, where skills from their ear-
lier employment can be used and unemployed 
individuals can be taken on board.

3.2.5.	 Working time

As a rule the business starter must be plan-
ning to work for a certain number of hours 
per week as a minimum, as only then can the 
start-up activity be regarded as terminating 
unemployment. For example, the minimum crite-
rion is 15 hours a week in Germany, and 16 hours 
in the case of the NEA in the UK.

3.2.6.	 Qualities of individual 
applicants

In some cases, an assessment of the ability of 
the applicant to run a business is an explicit 
feature of the approval of the allowances provided 
under start-up schemes. The structures in place 
to access applicants’ capabilities is quite sophis-
ticated in some Member States (and linked to the 
provision of support). For example, in Sweden’s 
‘Special support in starting a business’ scheme, 
assessment of the individuals’ ability features as 
a consideration in the approval of their business 
plan (usually by the PES with the involvement 
of external consultants). As mentioned above, in 
start-up grants (Gründungszuschuss) in Germany, 
not only does the business concept need to be 
certified either by the relevant chamber, or by 
a bank or an industrial association, but the claim-
ant also needs to provide their CV, and proof of 
corresponding qualifications and abilities for run-
ning a business. This can be acquired through 
participation in start-up training. Access to and 
the amount of support provided by the ACCRE in 
France is also dependent on the capacity and skills 
of the beneficiary.
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The approach appears to be useful in most cases, 
with some exceptions. In Bulgaria, a  scheme 
involving start-up incentives after unemploy-
ment benefit conversion is focused on those 
with the capability to develop a business plan 

and with secondary or higher education, but the 
scheme has received only low (and furthermore, 
waning) interest, indicating that the measure 
as currently formulated is not useful for the 
unemployed (53).

(53)	� See Bulgaria national article for further details.

3.3.	 Complementarity with other measures/staged 
approach to measures

Key policy messages
•	 Complementarity between start-up incentives and other measures depends on the formulation of 

start-up incentives (i.e. a stand-alone comprehensive package of support; a narrow or specific aspect 
of support to unemployed people; or incentives positioned more loosely within a wider framework 
of provision).

•	 A package of support often features a phased approach (e.g. pre-start-up, start-up, and development).

•	 Start-up incentives that are one-off financial supports tend to draw more on complementary meas-
ures in order to enhance the support.

•	 An approach combining different discrete measures may have limited success.

•	 The level of complementarity between start-up incentives is reduced when a range of measures to 
support emerging entrepreneurs cuts across policy areas and government departments and there 
is a lack of overall strategy on start-up incentives.

•	 It is important to consider the positioning of the start-up incentive within the wider framework of 
government strategies towards labour market and economic policies.

•	 Wider social inclusion policies and targeted employability interventions should be taken into account 
when considering the complementarity of start-up measures with other policies.

•	 The framework of start-up incentives appears to be commonly linked to provision of entrepreneur-
ship training. Entrepreneurship education is often targeted to addressing skills gaps for unem-
ployed people.

•	 A key issue may be the structures in place for strategic coordination and resourcing: localisation of 
approaches and provision/delivery may be unsuccessful, depending on the level of fragmentation 
in provision.

Start-up incentives link to a range of other ALMP 
measures such as training for unemployed peo-
ple, and also need to be seen in the context of 
the wider frameworks for business support and 
enterprise development in each national context.

A key point to note when considering comple-
mentarity between start-up incentives and other 
measures is differences in approach to the 
formulation of start-up incentives across 
the Member States. That is, start-up incen-
tives could operate as:

1.	 Comprehensive packages of support in their 
own right;

2.	 A narrow or specific aspect of support to unem-
ployed people that is combined with other meas-
ures through the direct matching of start-up 
incentives to other interventions through the use 
of direct referral/partnership arrangements; and

3.	 Incentives positioned more loosely within 
a  wider framework of provision for unem-
ployed people and as part of the wider package 
of measures relating to those starting a busi-
ness and becoming self-employed, which par-
ticipants may or may not access.

Measures that are designed to be compre-
hensive by offering a range of interventions 
to recipients tend to be designed to be coher-
ent in themselves, while start-up incentives 
that are essentially one-off financial sup-
ports might draw more on complementary 
measures in order to enhance the support.

Start-up incentives vary in terms of content and 
the scope of measures included within the over-
all package on offer. Some illustrative examples 
of how start-up incentives provide or comple-
ment support across a range of measures are 
given below.
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A phased approach often features where 
a package of support is offered within the 
start-up incentive measure, such as where 
financial support to emerging businesses is com-
bined with income security and training/coach-
ing. The type of support is tailored as appropriate 
to the stage of enterprise creation. A  typical 
approach has three key phases: pre-start-up, 
start-up, and development.

•	 The pre-start-up phase, during which the 
potential entreprenEUR is building their plans 
and laying the foundations for setting up the 
business, which could include training, assis-
tance in the form of start-up counselling, and 
business-related consultancy. Income security 
may be important in the initial stage. Advice 
and consultancy is very relevant in this stage 
and agreement of the business plan may be 
important in this phase in order to proceed. 
Business founders are supported in developing 
the business plan and in acquiring additional 
vocational skills. Schemes that provide sup-
ported income usually begin in this preparatory 
stage (through continuing receipt of unemploy-
ment insurance benefits or through another 
subsistence allowance). The first stage might 
also be preceded, as in Austria, by a ‘clarifica-
tion stage’ designed to verify the feasibility of 
the applicant’s business idea and suitability.

•	 The start-up phase, where the financial 
structure of the new business is put in place. 
Start-up loans and subsidies apply in this 
phase, often with ongoing income security 
provisions. For example, in Austria during this 
stage, when participants have entered self-
employment, they receive the start-up sub-
sidy (Gründungsbeihilfe) to help them launch 
their business.

•	 The development phase, after the creation of 
the business and when trading begins to take 
place, working up to the end of the period of 
start-up support (for example, this could be 
a 12-month period when subsidies and loans 
need to be repaid). In some cases, mentoring/
coaching applies to the emergent business 
managers. Some Member States have put in 
place structures to enable them to undertake 
checking of how initial loans and subsidies 
have been used, with the option of recipients 
who make good use of the support proceeding 
with further financial support.

In some countries a  fourth phase is ongoing 
follow-up to help business owners to meet 
the requirements and/or grow their businesses, 
although more generally start-up incentive recipi-
ents who proceed in enterprises in the longer term 

would be captured with the wider business devel-
opment support frameworks.

A range of stakeholders could be involved in deliv-
ering support at each stage, as discussed further 
below, although schemes with most relevance 
to unemployed people tend to be coordinated 
through the PES. The length of support varies — 
up to potentially three years for the NACRE meas-
ure accompanying service in France (and access to 
zero-rate loans). Under the Young Entrepreneurs 
Plan in Belgium, counselling is provided during the 
introduction of the project for a period of three 
to six months. After starting the business, this 
support is extended by a period of 24 months.

A  comprehensive package of support ensures 
the sustainability of the most successful enter-
prises, and to increase efficiency. In some cases 
this has led to the merger or enhancement of 
previous measures.

Some examples of phased support encom-
passing a series of measures within the start-
up incentive include the following:

•	 In Austria, a  business start-up programme 
(Unternehmensgründungsprogramm, UGP) 
was implemented in 1997 and is an encom-
passing programme that does not only include 
start-up subsidies but also advice on how to 
prepare a business plan, training, and follow-up 
business check-up (i.e. subsidy, training, and 
counselling are part of the UGP). The last stage 
of follow-up includes a  ‘business check-up’ 
to ensure stabilisation of the newly founded 
microbusiness. Within two years, programme 
participants are entitled to up to four consul-
tancy appointments. Counselling is provided by 
external business consultants commissioned 
by the PES.

•	 In France, the NACRE accompanying service 
is divided into three phases: project building, 
financial structuration of the new business, 
and development of the company after its 
creation. The implementation of the NACRE 
measure is made by professionals in business 
creation and business takeover selected by the 
DIRECCTE (a public organisation attached to 
the Department of Work). They can be public, 
private, or third-sector actors.

•	 In Hungary, VVT, a  general and restricted 
programme focused only on disadvantaged 
workers, is a start-up incentive with multi-
ple elements: wage support for six months; 
refundable or non-refundable cash transfer; 
and co-payment for entrepreneurship train-
ing. The support is offered along with the full 
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range of services and support available at the 
PES offices.

•	 In the UK, the National Enterprise Allowance 
(NEA) is based on a first stage in which meet-
ings are held between start-up recipient 
applicants and mentors, and a proportion of 
these then go on to claim the NEA allowance 
in a subsequent stage (54).

3.3.1.	 Coordinating across schemes 
within a framework approach

Elsewhere the scope of specific measures 
has sometimes been more limited, but with 
a view to putting in place an overarching 
framework designed to support the entre-
preneurs’ pathway through the development 
stages. Examples worthy of note are described 
below (however, it is important to stress the low 
number of beneficiaries concerned):

•	 In Belgium, the adaptation of the system of 
incentives to future self-employed persons 
has been designed to support the various 
stages of the creation of the company. 
Thus, a young jobseeker under 30 years of 
age benefits from personalised advice, direct 
financial assistance to ensure financial secu-
rity (Young Entrepreneurs Plan) but also a sec-
ond device (Launch Loan), which can amount 
to a total of EUR 30 000 to fund business-
related expenses. Finally, when the company 
is launched, a new loan (up to EUR 250 000) 
is possible within four years to develop the 
business (‘Starteo Loan’). The starters are part 
of an increasingly large number of beneficiar-
ies of the ‘Prêt Lancement’ (8 % in 2006 and 
nearly 16 % in 2012).

•	 In Bulgaria, there has been a series of tempo-
rary measures funded on an ad hoc basis 
through national and ESF resources. The com-
ponents of the start-up incentive programme 
are complementary to each other (‘Promotion 
of projects for the start-up and development 
of self-employed economic activity’). The first 
component of the measure (2009–2011) 
supported free training on management and 
entrepreneurship skills for unemployed people. 
In the second phase, the aim was to ensure 
ongoing consultations and similar services 
for initiated projects (2013–2014) through 
securing provision of consulting services to 
newly established enterprises (via regional 
labour offices working with specialised con-
sulting companies). The third stage involves 

(54)	� Around one-in-two initial applicants is successful in 
going forward. DWP, 2014; see UK national article for 
further details.

the provision of grants to start businesses for 
those who have successfully completed the 
first phase (2012–2013).

At the same time, the efficiency and effec-
tiveness of an approach combining different 
discrete measures may need to be ques-
tioned. In Belgium, the devices target a priori 
different audiences, namely jobseekers under 
30 years, jobseekers in general, and self-employed 
persons in activity for fewer than four  years 
(although they are related to form a comprehen-
sive system designed to ensure the success of the 
starter project). In a cost-benefit perspective, the 
amount of funding and logistics required appear 
to be particularly high. Moreover, in the case of the 
Bulgaria approach — co-financed by the ESF — 
there appears to have been decreasing interest, 
despite the complementarity, due to the delay of 
implementation of the series of measures.

3.3.2.	 Complementarity between 
start-up incentives

In Member States with a range of different start-
up incentives and measures for entrepreneurs in 
place, the possibility exists for complementarity 
across the range of schemes. Moreover, specific 
targeted groups may have the possibility of com-
plementing support across different types of 
start-up incentives. For example, in Sweden, the 
‘Special support in starting a business’ (Särskilt 
stöd till start av näringsverksamhet) for jobseek-
ers with reduced work capacity due to a func-
tional impairment might be complemented by the 
‘General support in starting a business’ (Stöd till 
start av näringsverksamhet), conditional to the 
same eligibility and conditionality criteria.

The range of measures to support emerging 
entrepreneurs can cut across policy areas 
and government departments, and lack of 
overall strategy on start-up incentives can 
be a problem. The absence of a coherent policy 
framework makes it more difficult to control the 
implementation and the coherence of the multiple 
measures in favour of business creation. The lack 
of an efficient and overarching evaluation system 
makes it difficult to set priorities and adjust existing 
measures. This is the case in France where start-up 
incentives are part of three distinct public policies: 
employment policy, aiming at reducing the num-
ber of unemployed people; economic development 
policy, aiming at developing very small businesses; 
and innovation policy, aiming at encouraging inno-
vative companies and tomorrow’s jobs.

In Germany, the Federal Labour Agency offers 
start-up grants, seminars, one-to-one advice 
from business consultants, as well as support 
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programmes from professional consultancies, and 
cheap loans from the KfW bank (owned by the 
German government). While the Labour Agency’s 
programmes are intended primarily for those try-
ing to get off unemployment benefit, the Federal 
Government itself provides a range of additional 
support programmes for new business owners. 
In the regions, the Investment bank of Berlin, the 
HEI initiative in Hamburg, and the KBG capital 
investment company for North-Rhine-Westphalia 
are examples of funding sources at the federal 
state level.

3.3.3.	 Complementarity with labour 
market policies and facilitating 
measures

The preceding analysis should lead us to consider 
the positioning of the start-up incentive 
within the wider framework of government 
strategies towards labour market and eco-
nomic policies.

In Ireland, as part of the Action Plan for Jobs 
2014, entrepreneurship was recently added as 
a new ‘disruptive reform’ to the list originally 
introduced in 2013 to impact on job creation. 
The stated aim of the 2014 disruptive reform is 
to transform Ireland’s entrepreneurship culture, 
with the establishment of 31 Local Enterprise 
Offices to be supported by Enterprise Ireland. The 
main tasks of the Local Enterprise Offices will be 
to review tax-based schemes for entrepreneurs, 
support an increased level of entrepreneurship, 
and launch a EUR 2 million fund to identity the 
best entrepreneurs in each county.

The example of Italy shows the positioning of 
start-up incentives within the legislative frame-
work for enterprise support in the national context. 
The framework includes free grants and subsi-
dised loans for investments and management 
expenditures of existing companies and for the 
start-up of small business activities (55), with train-
ing and technical assistance/support (56), which 
includes the following: free and online registra-
tion at the Chamber of Commerce; favourable 
labour contracts; variable pay; remuneration with 
stock options and work for equity; tax credit on 
the employment cost of highly qualified person-
nel; tax relief on investments; crowdfunding; 
fast-track, simplified and free-of-charge access 
to a government fund providing public guarantees 
on bank loans; tailored support to internation-
alisation; and a fail-fast procedure in liquidation 
procedures. The programme envisages a set of 

(55)	� Legislative Decree 185/2000.

(56)	� Law Decree 179/2012 converted into Law 221/2012 
and Law Decree 76/2013, converted into Law 99/2013.

different measures complementing each other. 
New businesses are required to introduce social 
or technological innovation. From 1 March 2014 
the Minister of Economic Development is required 
to annually report to the Italian Parliament on the 
impact of the measures.

3.3.4.	 Links to social inclusion 
initiatives

Wider social inclusion policies and targeted 
initiatives (such as those in rural areas) 
should also be taken into account when con-
sidering the complementarity of start-up meas-
ures with other policies. For example, in France, 
‘honour loans’ (zero-rate loans for all business 
creators) are linked to micro-projects for the 
labour market integration or reintegration of peo-
ple facing economic or social difficulties, or to pro-
jects addressing social or environmental issues, 
existing small-scale initiatives with the potential 
for development, and technological projects.

Depending on the targeting, at the micro/individ-
ual level there may also be links to provision to 
address start-up incentive recipients’ indi-
vidual employability barriers. The experiences 
of a pilot in the municipality of Aarhus (Denmark) 
concluded that the complex social problems that 
some of the unemployed were facing — and the 
need to take these into account — often over-
shadowed efforts to prepare the unemployed for 
starting their own business. Therefore, the sec-
ond pilot project was aimed at the unemployed 
or recipients of disability pension, which were 
assessed as a group that, while having some 
employability barriers, were nevertheless con-
sidered relatively close to employment.

3.3.5.	 Links with adult education 
and training provision

The framework of start-up incentives 
appears to be commonly linked to provision 
of entrepreneurship training. For instance:

•	 In Belgium, complementary measures included 
the ‘training voucher’ for business creation (for 
self-employed candidates).

•	 In Finland, the Youth Guarantee guides poten-
tial entrepreneurs to the Enterprise Agencies. 
Some vocational and higher education insti-
tutes provide partly ESF-funded training enter-
prises, e.g. Proakatemia.

•	 In Denmark, most unemployed people are 
entitled to six weeks’ training, and the train-
ing can include courses in entrepreneurship 
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that are offered by a range of approved edu-
cational institutions. In addition to this enti-
tlement training, the job centre can offer all 
unemployed people further training in skills 
relevant to starting a business, but this is not 
an automatic right for the unemployed and 
therefore depends on the judgement and the 
resources of the job centre. Indeed, statistics 
suggest that the actual take-up of courses in 
entrepreneurship by the unemployed is small.

•	 In Bulgaria, under a  recent scheme unem-
ployed persons submitted applications to 
labour offices to be included in entrepreneur-
ship training programmes (training on being an 
‘assistant in small and medium businesses and 
an ‘assistant in business services’). According 
to data for 2013, 15 591 people took part in 
training, that is 96 % of the target numbers 
for the scheme (57).

•	 In Poland, the evaluation of the measures 
provided under the regional component of 
the ‘Human Capital’ operational programme 
showed that 60 % of grants were accompanied 
by training, and over 80 % of those participat-
ing in entrepreneurship competition projects 
participated in training. Before receiving the 
grant the participants were most often trained 
in basic knowledge of starting and running their 
own business (87 % of recipients of grants), 
accounting and settlement of social security 
(79 %), creating a business plan (71 %), taxa-
tion (70 %), and marketing issues (70 %). Out 
of these issues respondents indicated that the 
most important and frequently used in eve-
ryday business activities were knowledge of 
bookkeeping, accounting, taxation, settlement 
of social security (59 %), the legal aspects of 
doing business (52 %), and the organisation 
and management of the company (51 %) (58).

Member States often target entrepreneur-
ship education in order to address skills 
gaps for unemployed people, where it is noted 
that efficient coordination either at local level or 
between involved ministerial agencies and avail-
able training schemes is a key factor for success. 
More specifically:

•	 In Estonia, registered unemployed applicants 
for the business start-up subsidy who do not 
have a  minimum of 56  hours of business 
training, vocational or higher education in 
economics, or at least one year of experience 
in business can participate in business training 

(57)	� See Bulgaria national article for further details.

(58)	� Study of the effectiveness of support provided under the 
regional component of the Human Capital operational 
programme 2007–2013, 2011 (in Polish). See Poland 
national article for further details.

provided by the Unemployment Insurance Fund 
(UIF). Beneficiaries receive follow-up services 
including training, counselling, and mentoring. 
Prior to applying for the business start-up sub-
sidy, 59 % of the successful applicants had 
participated in an ALMP, most often in labour 
market training programmes or career coun-
selling. Out of all subsidy applicants, 35 % had 
previously graduated from the business train-
ing provided by UIF, while, on average, 38 % of 
the participants in business training applied for 
the start-up subsidy (59).

•	 In the Czech Republic (as elsewhere), the 
general retraining programmes also support 
retraining, with the aim of preparing registered 
unemployed persons to start their own busi-
ness, although the statistics do not differen-
tiate between general and self-employment 
retraining. Targeting and effectiveness very 
much depends on implementation at the dis-
trict labour office level.

3.3.6.	 Links with other stakeholders

The involvement of other stakeholders, such 
as Chambers of Commerce, local agencies 
and NGOs, in the start-up process for unem-
ployed people is often an explicit feature 
of the approach. For example, in Germany, 
the Federal Labour Agency recommends that 
unemployed candidates for start-up incentives 
receive counselling through the services of other 
institutions, such as cities’ start-up counselling 
centres, Chambers of Commerce, and other types 
of consultancies. The Federal Labour Agency has 
published guidance, and coaching can be provided 
through an ESFfinanced programme (60). A fea-
ture of the landscape in some Member States 
such as the United Kingdom is the advice and 
guidance available from various stakeholders 
including those in the voluntary and community 
sector, particularly focused on young people from 
disadvantaged backgrounds.

A key issue may be the structures in place 
for strategic coordination and resourcing. 
Localisation of approaches and provision/deliv-
ery may be viewed less positively, depending on 
whether fragmentation and lack of consistency in 
provision becomes a dominant feature.

(59)	� Villsaar et al., 2014. See Estonia national article for 
further details.

(60)	� In Germany, the unemployed receiving a start-up grant 
on the basis of eligibility to unemployment benefit I, as 
well as beneficiaries of means-tested unemployment 
benefit II, can participate in the start-up coaching 
programme for the unemployed (Gründungscoaching 
Deutschland). The application is made to the local IHK 
(Chamber of Trade and Industry) or Handwerkskammer 
(Chamber of Crafts), found in every federal district.
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In the United Kingdom, support post-NEA can 
be accessed locally, but with variation across 
the country. In England the support structure is 
based around local services provided by a range 
of agencies, from Chambers of Commerce to 
not-for-profit social enterprises. They tend to 
focus on the provision of information, advice, 
and guidance, as well as short training courses, 
and lack the back-up funding available in other 
parts of the United Kingdom, where the pro-
vision is more coherent (e.g. in Wales, where 
services are offered by Business Wales). In 
effect, the services for business start-ups and 
ongoing support in England have been down-
graded over the past few tears, following the 
abolition of Regional Development Agencies 
and Business Link, the previous geographical 
focus for small business support. Such services, 
while not specifically aimed at the unemployed, 
do provide a potentially useful follow-up sup-
port mechanism that can to some extent take 
over once the self-employment schemes such 
as the NEA end. In this way, those becoming 
self-employed are more likely to develop into 

sustainable businesses, which may even begin 
to employ others.

The French context is also marked by a multiplicity 
of actors, including the state and its main operators 
(Oséo and the Deposit and Consignments Fund 
for loans; the French social security department 
for exemptions; Pôle Emploi for implementation of 
NACRE; and APCE, the French agency for business 
creation), and foundations and local and regional 
authorities. A current challenge is to clarify the role 
of each actor in order to avoid duplication and to 
facilitate communication with future business crea-
tors. The solution is increasing the focus on local 
actions: with the help of the regions, some territo-
ries have put in place an overarching strategy on 
how to best help local entrepreneurs. This implies 
coordination between the different local actors: 
local collective authorities; Pôle Emploi offices; 
local associations and accompanying networks; 
and the ‘missions locales’, etc. According to the 
national audit organisation (Cour des Comptes), 
Nord-Pas de Calais, Picardie, and Lorraine provide 
good examples of such coordination initiatives.
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4.	 Evaluation of start-up incentives

Key messages from evaluations of the impact of measures
•	 In some contexts, start-up incentives have been found to be more effective and efficient in 

reducing unemployment compared to other ALMP policies, particularly for the low-skilled.

•	 Start-up incentives support unemployed people both through creating jobs in self-employment 
and as a stepping stone for progression to regular employment.

•	 A proportion of the unemployed receiving start-up support, return to unemployment and 
may not start a business after the initial period of financial support. Start-up measures also 
have limited potential for a large-scale impact on the unemployment register since funding 
allocated to such measures and numbers of beneficiaries are usually small.

•	 Rates of start-up depend on the timing of intervention in the business creation process. Some 
schemes that use early expert mentoring and viability testing have been found to have higher 
start-up rates, as do schemes involving men, middle-aged participants, and participants with 
an apprenticeship or secondary education qualification.

•	 Start-up participants benefit from having a secure livelihood, including working full-time, but 
it is not guaranteed that starters will become better off.

•	 The survival rates of businesses supported by start-up schemes are satisfactory, especially 
due to the benefit of employment creation for at least one job (i.e. the job of the business 
owner). The number of businesses that employ other people tends to be the minority.

The results of the analysis of evaluation findings 
reported in the 29 national articles are presented 
here, with some general conclusions emerging about 
the extent to which start-up incentives have sup-
ported employment/labour market developments.

Evidence from the evaluation of start-up incen-
tives is quite limited across Europe, and this is 
likely to be a reflection of their relatively minor 
role in the broader ALMP landscape. In many of 
the countries reviewed, start-up incentives have 
not yet been systematically or regularly evaluated, 
or the assessment of the outcomes was limited 
to an administrative monitoring of measures (this 
includes, for instance, Belgium, the Czech Republic, 
Croatia, Italy, Cyprus, Hungary, Latvia, Malta, 
Romania, Slovakia, and Iceland). Furthermore, the 
difficulty involved in evaluating the actual impact 
of the measures, evidenced in various countries, is 
mainly due to the small number of beneficiaries 
involved in start-up incentives (Belgium, Bulgaria, 
Denmark, Cyprus, Luxembourg, and Malta).

Start-up incentives are more effective in 
reducing unemployment than other ALMP 
policies. Moreover, the positive effects 
seem to be particularly beneficial for the 

low-skilled (61). The effect of start-up incen-
tives on the employment rate is also positive, 
but only significant for the overall popula-
tion as opposed to the low-skilled in particu-
lar. Countries usually spend less on start-up 
incentives because it is commonly believed 
that these policies are more beneficial to the 
higher skilled, who also need less government 
assistance. Lower expenditure would mean that 
attaining efficient levels of expenditure in start-
up incentives per unemployed individual would 
probably be harder.

The current review revealed a number of evalua-
tion studies, varying in scope and method. These 
include reports of evaluation activity in Lithuania 
(assessment of some measures, but not system-
atically), Estonia (three evaluation reports), Poland 
(some positive evidence of the use of monetary 
incentives, but shortcomings in the monitoring 
and evaluation system), Greece (two evaluations, 
carried out in 2009 and 2014), and France (two 
evaluations). A more robust and regular assess-
ment of start-up incentives had occurred in 
a very small number of countries (e.g. Germany, 
Finland, Austria), but confirms the positive results 
of the measures.

(61)	� Escudero, ‘Are active labour market policies effective 
in activating and integrating low-skilled individuals? 
An international comparison’, Munich Personal RePEc 
Archive, 2014, http://mpra.ub.uni-muenchen.de/55319/

http://mpra.ub.uni-muenchen.de/55319/
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4.1.	 Start-up incentives 
and unemployment

Trends in unemployment appear to have 
been a  direct driver of expenditure on 
start-up incentives in several of the coun-
tries covered by the review. At the macro-level, 
comparison of data on rates of self-employment 
relative to national expenditure on start-up 
incentives suggests that increased expenditure 
is associated with increased business creation, 
although the strength of the relationship has not 
been addressed directly in evaluation studies and 
the unemployed represent only a small share 
of those taking up self-employment. Trends 
in unemployment link to expenditure levels on 
start-up incentives, as these types of measures 
tend to be part of a package of measures to 
tackle worsening labour market prospects (most 
recently as a result of the economic crisis). At 
the same time, under poor labour market condi-
tions it is likely that individuals regard business 
start-ups and self-employment as a way out of 
unemployment, compensating for low demand 
for labour among existing companies.

Start-up incentives support unemployed 
people to transition into the labour market 
both through creating jobs in self-employ-
ment, and giving a basis for progression to 
regular employment (e.g. through building 
skills and demonstrating capabilities for 
work). The implications of start-up subsidies for 
unemployment have been captured through anal-
ysis of administrative data (e.g. looking at whether 
recipients reappear on the unemployment regis-
ters), and through research with recipients into 
their individual outcomes.

The strongest evidence of the impact of start-up 
subsidies on the unemployment register comes 
from studies using longitudinal register data, 
and some studies have compared against control 
groups. One Swedish study found that individu-
als within the start-up incentive group were 
more likely to obtain regular, non-subsidised 
jobs; the participants had been registered as job 
applicants with the PES for a shorter aggregate 
period of time and they were less likely to come 
back to the PES as unemployed (62). The benefi-
ciaries of the start-up grants were less likely to 
be registered as unemployed with the PES both 
two and four years after the end of their support 
period. The study covered 2003–2007 and used 
a traditional propensity score matching technique. 
Also, In the Netherlands, 42 % of all Bbz starters 
find a sustainable source of income in managing 
their own company within 12 months after the 

(62)	� Swedish National Audit Office, 2008; Behrenz et.al, 
2012. See Sweden national article for further details.

start of the business (63). At the same time, the 
scheme is judged as having a positive effect on 
entrepreneurship because welfare recipients are 
less likely to have started a company without the 
Bbz, and because it increases sustainable outflow 
from social security (64).

A proportion of the unemployed receiving 
start-up support do return to unemployment 
and may not start a business after the ini-
tial period of financial support. A report from 
the UK suggests that the transition out of ben-
efits may be considered too risky by a minority 
of start-up incentive recipients whose income is 
supported in the initial stages of business start-
up. The Department for Work and Pensions 2013 
assessment of the NEA analysed the benefit sta-
tus of participants for a 12 month period following 
their claim of the NEA allowance. In broad terms, 
around 78 % of those starting the NEA allowance 
were continuously off benefit for the full year of 
the analysis, with the corresponding proportions 
for 13 weeks and 26 weeks at 97 % and 90 % 
respectively. This study suggests that the crucial 
time was at 26 weeks, when the NEA allowance 
ceased and there was a small number simply 
giving up their attempt at self-employment and 
switching back to benefit. However, overall around 
four in five starters continued beyond this point.

Not all those who do not continue with the business 
return to the unemployment register. Evaluation in 
Poland suggested that although just over half of 
those in failed enterprises did return to unemploy-
ment, some 39 % become employed after closing 
their own business (65). In Portugal, assessment 
of local employment initiative (Iniciativas Locais 
de Emprego — ILEs) found that only a minority 
(43 %) of the promoters of failed projects return 
to the status of unemployed (66).

In comparison with other ALMPs, start-up incen-
tives generally come out as more efficient at 
reducing unemployment than other measures 
(although studies tend to examine the relative differ-
ence between schemes in terms of the rates of return 
to unemployment rather than cost-efficiency). Several 
studies in Sweden put start-up subsidies ahead of 
labour market training or standard hiring subsidies in 
reducing the unemployment spell and providing regu-
lar long-lasting employment (67). A study conducted 

(63)	� Ecorys, 2011.

(64)	� Ibid.

(65)	� The national survey of the applicable form of vocational 
activation of the unemployed, which are grants from 
the Labour Fund to undertake self-employment, 
(Badanie ogólnopolskie na temat stosowanej formy 
aktywizacji zawodowej bezrobotnych jaką jest 
przyznawanie środków Funduszu Pracy na podjęcie 
działalności gospodarczej), 2011.

(66)	� Unpublished document, cited in Dias/Varejão 2012, 
pp. 166-168.

(67)	� See Sweden national article for further details.
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by the Institute for Evaluation of Labour Market and 
Education Policy (IFAU) (68) at the end of the 1990s 
using longitudinal data, a duration model, and control-
ling for a range of socioeconomic variables found that 
the risk of becoming unemployed was twice as high 
in the case of wage subsidies. Around 35 % of the 
subsidised self-employed and 60 % of the subsidised 
employees were unemployed again four years after 
the programmes ended (69). In Poland, Wiśniewski & 
Zawadzki (2011) found that people using a start-up 
grant from the labour office were least likely to seek 
employment after completing the programme (30 %). 
According to Finland’s regional Pirkanmaa Centre for 
Economic Development, Transport and Environment, 
only about 10 % of its receivers return to employment 
services. The next best measure in terms of return 
rates to unemployment is wage subsidy (returning 
rate under 40 %) (70).

Over time the benefits of start-up subsidies 
for the unemployed tail off. In Estonia, the 
results of the propensity score matching show 
that during the first months after the receipt of 
the subsidy the employment rate of the treatment 
group was 50 percentage points higher compared 
to controls. After two years this declined to 30–35 
percentage points (71). A Polish study (72) sug-
gested that with time, the net effects of grants 
steadily decreased after the end of the pro-
gramme. The study authors concluded that ‘this 
form of support does not provide all participants 
in the programme sustainable employment in the 
long term’. Further evidence on the survival of 
business is discussed in Section 4.5 below.

4.2.	 Scale of the effects

Start-up measures tend to be small in scale 
with limited potential for a  large-scale 
impact on the unemployment register, and in 
some cases may be restricted to a small section of 

(68)	� Carling and Gustafson, 1999. See Sweden national 
article for further details.

(69)	� The authors found that this positive result was valid 
only for native Swedish workers. The idea that start-up 
grants support immigrant workers better than other 
programmes was therefore not confirmed in this 
study, and furthermore there were indications of some 
selection biases.

(70)	� Aamulehti, 2014. See Finland national article for further 
details.

(71)	� Villsaar et al., 2014. See Estonia national article for 
further details.

(72)	� Wiśniewski and Zawadzki, Study of the effectiveness of 
support provided under the regional component of the 
Human Capital operational programme 2007–2013, 
2011 (in Polish), 2011, pp. 206-207, http://www.efs.gov.
pl/AnalizyRaportyPodsumowania/Documents/raport_
skutecznosc_PAG_1_18092013.pdf. These authors 
suggest that the high-employment effects of start-up 
grants are achieved with the drawback of high costs 
for this form of activation. The cost of participation in 
the programme in 2009 amounted to EUR 4 080 (PLN 
17 102), so in the face of financial constraints in labour 
market policy the authors did not recommended further 
expansion of this form of activation.

the unemployed — usually those with higher-level 
skills and qualifications. In some Member States 
where start-up incentives are focused on general 
business creation untargeted at the unemployed, 
activating unemployed people through start-ups 
would require a far greater budgetary commit-
ment than has been provided so far.

The scale of schemes varies, and even in coun-
tries where there is a well-established tradition of 
start-up incentives for the unemployed the data 
suggests that start-up incentives affect at 
most only 1 or 2 % of people on the unem-
ployment register.

In Austria, the share of unemployed people par-
ticipating in the UGP amounted to only 2 % in 
2013 (73). In the UK, NEA participants, as a pro-
portion of those claiming benefit, represent just 
1.4 %, so the scheme makes only a small contribu-
tion to reducing unemployment (74). Some 0.9 % 
of the registered unemployed annually on aver-
age were observed to have applied for a business 
start-up subsidy during the observation period in 
a study in Estonia (75). All other ALMP measures 
show a significantly higher importance for the 
reintegration of unemployed people, especially 
the long-term unemployed.

4.3.	 Start-up incentives 
and business creation

According to meta-analysis of evaluation studies, 
rates of start-up are likely to depend on the 
nature of the scheme, particularly the point 
at which they intervene in the business crea-
tion process. About three quarters of partici-
pants in schemes promoting start-ups went 
on to set up their own business. Results have 
been even higher in some countries. For example, 
in Austria, Bergmann et al. (2013) suggested that 
the start-up rate of businesses by recipients of 
the UGP amounted to 83 % on average, which 
represented an increase of 12 percentage points 
in comparison to the result of an earlier evaluation 
(71 % on average during the period 1998–2005). 
In Portugal, an assessment of ILEs found that only 
approximately one fifth of the projects do not 
succeed in setting up a business (76).

(73)	� This demonstrates that for unemployed people the 
UGP is a minority programme for the promotion of 
reintegration into employment. Evaluations show that 
the target group mainly comprises unemployed people 
with at least medium-level qualification and evident 
occupational aptitude. See Austria national article.

(74)	� As a proportion of the total unemployed (currently 
around 2.16 million), the numbers moving into self-
employment via the scheme is a mere 0.7 % of the 
total. 

(75)	� Villsaar et al., 2014. See Estonia national article 
for further details.

(76)	� Unpublished document, cited in Dias/Varejão 2012, 
pp. 166-168.

http://www.efs.gov.pl/AnalizyRaportyPodsumowania/Documents/raport_skutecznosc_PAG_1_18092013.pdf
http://www.efs.gov.pl/AnalizyRaportyPodsumowania/Documents/raport_skutecznosc_PAG_1_18092013.pdf
http://www.efs.gov.pl/AnalizyRaportyPodsumowania/Documents/raport_skutecznosc_PAG_1_18092013.pdf
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In schemes that use expert mentoring and 
start by assessing the commitment of the 
individual and developing a viable business 
plan that continues into the start-up phase, 
the proportions that make it to start-up are 
closer to half of the participants. For exam-
ple, with the NEA in the United Kingdom, around 
one in two participants makes it through to start-
up (77). In the Netherlands, the Bbz start-up incen-
tive appears to support only around two fifths 
(42 %) of starters to find a sustainable source of 
income in managing their own company within 
12 months after the start of business (78). At the 
same time, the scheme is judged as having a posi-
tive effect on entrepreneurship because welfare 
recipients are less likely to have started a com-
pany without the Bbz (79). The rates of start-up 
from the Young Entrepreneurs Plan in Belgium 
show lower but increasing rates for young people 
starting businesses through this scheme: one out 
of six succeeded in starting a business in 2012, 
up from one in nine in 2011. Moves to improve 
the determination of the starters and the support 
they receive is said to have led to an improvement 
in their success (80).

Men, middle-aged participants, and partici-
pants with an apprenticeship or secondary 
education showed higher start-up rates, 
while returners to the labour market and people 
with disabilities showed a generally lower start-up 
following participation in the start-up incentive (81).

Generally unemployed people represent only 
a small share of new business start-ups. 
National factors may play a role: for example, the 
start-up rate in international comparison is rela-
tively low in a number of innovation-driven econo-
mies, such as Germany. Figures here show that 
formerly unemployed and inactive people were 
overrepresented among new entrepreneurs (14 % 
of all new entrepreneurs and 23 % of starts-ups 
as a main job were formerly unemployed, while 
only 5 % of the population was unemployed) (82).

Business environment measures to support 
business start-ups and the formulation of 
new forms of enterprise have a significant 
impact on the forms of employment. As an 
example, in France with the introduction of the 
NACRE measure in 2009, the launch of a new 

(77)	� See UK national article for further details.

(78)	� Ecorys, 2011.

(79)	� Ibid.

(80)	� Annual report of the Participation Fund, 2012, available 
at http://www.fonds.org/02Documents/FOND-05435-
rapport%2012%20FR.pdf.

(81)	� Bergmann et al., 2013; Wiśniewski and Zawadzki, 2011; 
Swedish National Audit Office, 2008;  
Behrenz et al., 2012.

(82)	� KfW 2014a; KfW 2014b. See Germany national article 
for further details.

self-employment status called ‘auto-entrepre-
neur’ impacted in a significant way upon business 
creation, and in 2011, 53 % of business creation 
was achieved with this new status.

4.4.	 Income prospects

An important consideration is that start-
up participants enable a secure livelihood, 
including working full-time. Jürgenson et al. 
(2010) concluded that the receipt of the busi-
ness start-up subsidy does not lead to immediate 
income and employment, because the start-up 
phase is rather time-consuming. Most of the busi-
nesses covered in the study were still in the start-
up phase one year after they were established. 
Moreover, Baumgartner & Caliendo (2007) found 
that even after the start-up phase the employment 
effects found in the outcome studies might not lead 
to a clear increase in working income after start-up.

A key issue for the income-generation poten-
tial of start-up businesses is the extent to 
which they support full-time employment, tak-
ing account of the economic potential of the busi-
ness together with the constraints and opportunities 
the unemployed entrepreneurs face in terms of full-
time working. There is little specifically on this issue 
in the evaluations, although it is likely that a signifi-
cant proportion of starters end up working part time 
for personal or business-related reasons. A study in 
Poland (83) found that 13 % of paid jobs among grant 
beneficiaries after the end of the start-up incentive 
scheme were part-time jobs.

In some Member States, start-up support explic-
itly includes short hours of self-employment, 
or self-employment as a second income. Part-
time entrepreneurship could be fairly extensive. For 
example, Wiśniewski & Zawadzki (2011) found, 
on the basis of data from a pilot study, that part-
time employment accounted for 13 % of incidents 
of paid-jobs among grant beneficiaries after the 
mandatory period. The failure of entrepreneurship 
to provide full-time employment may have implica-
tions for ongoing benefit expenditure associated 
with supporting entrepreneurs. Having said this, part 
time entrepreneurship is undoubtedly a step closer 
to the labour market. In its annual report in 2013, the 
Netherlands PES reported that of the 6 100 people 
who went through the entire preparatory period of 
becoming an entrepreneur, 4 400 have flowed out 
of UB entirely, 3 300 of which as an entrepreneur. 
1 700 people who have gone through the entire 26 
weeks period are still receiving UB, yet, 600 of these 
are part-time entrepreneurs (84).

(83)	� Wiśniewski and Zawadzki, 2011.

(84)	� UWV, 2014. See Netherlands national article for further 
details.

http://www.fonds.org/02Documents/FOND-05435-rapport%2012%20FR.pdf
http://www.fonds.org/02Documents/FOND-05435-rapport%2012%20FR.pdf


40

EEPO Review – Activating jobseekers through entrepreneurship: Start-up incentives in Europe, 2014

Participation in some types of start-up incentive 
scheme benefits business creation by not 
only putting in place financial resources for 
a good chance of success, but also by build-
ing the capacity of people and enterprises. 
Research in Sweden found that male jobseekers 
who had received a start-up incentive on average 
performed better in terms of subsequent income 
level than unsubsidised jobseekers who set up 
their own business.

According to sample survey evidence among 
recipients of a start-up incentive in Greece, 
most starters said that as a  result of par-
ticipation in the programme, their income 
had improved (69 %) (85). Another survey in 
Greece found increasing earnings during the 
second year of business operation, with the 
economic crisis affecting income generation 
after 2009 (86).

It is not guaranteed that starters will 
become better off (compared to the risks 
associated with entrepreneurship). The 
results in relation to the income of recipients of 
start-up subsidies who go on to set up a busi-
ness are rather contradictory and could depend 
on a range of factors and Member State cir-
cumstances. Indeed, evaluation of the start-
up subsidy using propensity score matching in 
Estonia (87) showed that the impact of participa-
tion on earnings was negative for business start-
ers compared to other unemployed people (88). 
The authors suggest that this is due to the fact 
that during the start-up phase the entrepreneurs 
either do not pay wages to themselves or pay 
only very low wages. This conclusion is supported 
also by the previous studies, which show that 
ensuring adequate income for business starters 
during the start-up phase is difficult (89).

Although it seems rare across the schemes 
included in the review, in some countries start-up 
schemes explicitly support people to become 
self-employed, but not as a  main job. In 
Germany, in the context of a decline in the share 
of the formerly unemployed among start-ups over 
time (and with the falling unemployment rate), 
the number of start-ups as a main job decreased 
between 2012 and 2013, while the number of 
start-ups as a secondary job increased. This could 

(85)	� OAED, 2008.

(86)	� M. Gruber, J. Denker, and A. Nikiforou, 2014. See Greece 
national article for further details.

(87)	� Villsaar et al., 2014. See Estonia national article for 
further details.

(88)	� Uses merged data from the business register, tax and 
customs board and unemployment insurance fund 
to estimate the impact of the receipt of the business 
start-up subsidy on the earnings of the recipients 
(against a matched sample with similar characteristics).

(89)	� See Jürgenson et al., 2010.

be a result of the reduced budget spent on busi-
ness start-ups (90).

4.5.	 Business survival over time

Start-up measures have a  long-lasting 
impact on retaining employment (and poten-
tial for creating additional jobs).

The survival rates of businesses supported 
by start-up schemes are considered satis-
factory, especially due to the benefit they 
bring for employment creation for at least 
one job (i.e. the job of the business owner). 
This may be particularly important in some labour 
markets and for certain groups. For example, in 
Portugal the assessment of ILEs in 2006 noted 
that 62 % of the created companies had one sin-
gle employee, and concluded that the ‘Stimulus 
Programme for Job Offers’ (Programa de Estímulo 
à Oferta de Emprego — PEOE) gives a positive 
contribution to the reintegration of unemployed 
individuals into the labour market, namely among 
those aged 45 years and more, and that the pro-
gramme helps to vitalise local economies.

Generally, the longer-term survival of businesses 
set up by unemployed people who participate in 
start-up measures are comparable to general 
business survival rates. In some countries, busi-
ness survival demonstrates impressive rates:

•	 An evaluation of Austria’s UGP in the period 
1999–2005 (91) found a striking effect in the 
stability and growth of the businesses estab-
lished under the programme. Five years after 
start-up, 73 % of all business founders were 
still running their own businesses (6 % were 
also in other forms of employment). Bergmann 
et al. (2013) suggest that the survival rate of 
business start-ups promoted by UGP is simi-
lar to the general survival rate of new busi-
nesses set-up in Austria: after one year, 89 % 
of the business start-ups still exist, and after 
five years 64 % of business start-ups were 
still trading.

•	 Analysis for Estonia (92) revealed that the sur-
vival rates of the businesses created with the 
subsidy were at 94 % four years after receipt 
of the subsidy.

•	 Among the positive findings of the evalua-
tion of start-up incentives in Greece was the 
high business survival rate. Almost 90 % of the 
businesses created in 2004 were still active in 

(90)	� KfW, 2014a; KfW, 2014b. See Germany national article 
for further details.

(91)	� Dornmayr and Lenger, 2006.

(92)	� Villsaar et al., 2014.
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2008 (93). Evaluation of the targeted subsidy 
programmes implemented in Greece for new 
freelance professionals implemented in 2009 
found that the vast majority of the new busi-
nesses (86 %) were still active at the time of 
the sample survey.

•	 In Slovakia, a study of the gross effects of 
selected activation programmes by the CLO 
using a  multiple linear regression model 
showed that 84 % of beneficiaries of the start-
up subsidy retained their self-employment job 
on average for 15 months after the manda-
tory two-year operation of the supported self-
employment activity, and/or entered into paid 
employment. In Poland, companies established 
with the support of the ESF under the regional 
component of the Human Capital operational 
programme have a better survival rate over 
two or three  years than general business 
start-ups in Poland. Six months after business 
creation, more than 99 % survived, while 79 % 
survived after 18 months and 60 % still existed 
after 30 months (94).

In other countries, business survival rates 
for some groups have been found to be sig-
nificantly lower than the examples above:

•	 Results for France showed that only 66 % of 
new businesses created in 2006 were active by 
2009, and that 52 % were still active in 2011 
(five years later), meaning that the longevity 
of nearly half of new enterprises is limited.

•	 Reporting on the Young Entrepreneurs Plan (95) 
in Belgium suggests success for one benefi-
ciary out of six, after five years.

•	 In Poland, the survival rate after the manda-
tory 12 months for maintaining the business 
is rather high, but only 30 % of enterprises 
survive longer than two  years, and only 
a low 4.1 % survive beyond three years. The 
results may still be considered positive in the 
national context.

•	 In the Netherlands, the recipients of the Bbz 
start-up incentive generate relatively high sus-
tainability: after four years, 49 % of Bbz start-
ups are still in business, whereas only 41 % of 
the regular starters (i.e. non-welfare recipients) 
still run the company they set up four years 

(93)	� These start-up schemes offered by OAED in Greece 
have targeted female unemployment and the 
prevention of long-term unemployment, by ear-marking 
a high proportion of the subsidies for women and for 
the short-term unemployed, before they enter long-
term unemployment.

(94)	� Wiśniewski and Zawadzki, 2011; Swedish National Audit 
Office, 2011.

(95)	� Young Entrepreneurs Plan, Annual report, 2012.

before (however, these are two groups that do 
not necessarily share similar characteristics or 
incentives) (96).

In terms of the sustainability of the job created 
for each business owner, in Slovakia the CLO 
undertook a pilot evaluation study of the gross 
effects of selected activation programmes, using 
administrative data from 2009. The results of 
a  multiple linear regression model show that 
84 % of beneficiaries of the start-up contribu-
tion remained self-employed for 15 months on 
average after the mandatory two-year operation 
of the supported self-employment activity, and/or 
entered into paid employment. The authors con-
clude that the measure is one of a small number 
of activation tools that have a long-lasting impact 
on retaining employment and also have potential 
for creating additional jobs.

4.6.	 Benefits for additional 
job creation

Another positive aspect is the creation of 
new jobs within starter businesses, beyond 
the job of the business owner. For example, the 
secondary job-creation effect of UGP set-ups in 
Austria is seen as particularly encouraging: after 
five years the new jobs had doubled by virtue of 
the secondary jobs created by new businesses (97).

However, the number of businesses that go 
on to employ other people tends to be the 
minority (around one fifth appears to be the 
approximate share across several studies). 
For instance:

•	 The start-up schemes implemented by the 
OAED in Greece have been evaluated in 
2009 and in 2014 using the outcome/effect 
approach and both evaluations found modest 
employment gains, as of all the businesses still 
active after four years, only 18 % (in 2008) and 
20 % in 2014 were found to be employing at 
least one other person (98).

•	 In Poland, one business in four went on to 
employ other (usually one or two) people 
(based on various forms of employment) (99).

In some countries such as Greece and Poland, 
younger business starters were found to 
be more dynamic in taking up incentives, 
and more likely than older people to go 
on to employ others. In the case of the youth 

(96)	� Ecorys, 2011.

(97)	� Dornmayr and Lenger, 2006.

(98)	� OAED, 2009; Gruber, M., Denker, J., Nikiforou, A., 2014. 
See Greece national article for further details.

(99)	� Wiśniewski and Zawadzki, 2011.
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entrepreneurship scheme in Greece, one out of 
four young entrepreneurs created at least one 
more work post (100). However, the evidence is 
contradictory (101) and may depend on support 
available. In Lithuania, a combination of training, 
consultations, and financial assistance was found 
to be particularly effective in promoting the suc-
cess of young entrepreneurs (102).

Start-up incentive evaluations suggest that 
unemployed recipients consistently over-
estimate how many people they aim to 
employ. For example, analysis for Estonia (103) 
revealed that on average the recipients of the 
subsidy planned to create 1.6 jobs. In reality, 
46 % of the businesses did not have employees 
two years after the start-up, while 41 % had just 
one employee, 8 % had two employees, and only 
5 % had more than three employees. In Portugal, 
just over half (53 %) aimed at single-person com-
panies but, in fact, 62 % ended up employing only 
one person (the owner) (104).

While most of the businesses created are very 
small the secondary job-creation benefits 
are nevertheless still important. Bergmann 
et al. (2013) calculated that 22 % of the business 
start-ups are/were employers in Austria (i.e. 78 % 
remained one-person businesses). An extrapola-
tion of employment effects for all 40 908 partici-
pants in the UGP programme in 2006–2012 shows 
additional jobs for approximately 16 000 regular 
full-time employees, 7 000 marginal employees, 
4 900 free service contract workers, 1 600 family 
workers, and 630 apprenticeship places.

4.7.	 Creaming effects

Start-up incentives can benefit some pop-
ulation groups more than others. Positive 
results might be ascribed to a selection effect, 
i.e. that the case worker selected the candidates 
most suited to self-employment, perhaps based 
on socioeconomic background. This was men-
tioned in research in Sweden that found that male 
jobseekers who had received a start-up incentive 
performed on average better than unsubsidised 
jobseekers who set up their own business in terms 
of subsequent number of employees and/or exit 

(100)	� Gruber, M., Denker, J., Nikiforou, A., 2014. See Greece 
national article for further details.

(101)	� In the UK, the proportion of young people moving 
from the initial mentoring stage to starting the NEA 
allowance is relatively low, at 41 % compared to 54 % 
for the 50+ group (see UK national article for more 
details). 

(102)	� Pricewaterhouse Coopers, 2012. See Lithuania national 
article for further details.

(103)	� Villsaar et al., 2014. See Estonia national article for 
further details.

(104)	� Unpublished document, cited in Dias/Varejão 2012, 
pp. 166-168.

rate (105). Subsidy receivers could represent the 
more educated population as was the case with 
Slovenia’s self-employment subsidy (ESS) for the 
period 2007–2013 (106). In Hungary, gross, regres-
sion, and matching-adjusted results are available, 
and the large difference between unadjusted and 
adjusted numbers shows significant ‘creaming’ of 
applicants (107). Recent anecdotal evidence and 
non-econometric evaluation also suggest that 
selection keeps driving the good exit rates.

However, while those involved in allocating start-
up incentives clearly have a motivation to direct 
participation to those people with the highest 
chance of business success, in the long term it 
is not necessarily the case that one group will 
be favoured over another. Research in Poland 
into the educational level of applicants and ben-
eficiaries has been balanced and not substan-
tially biased towards lower or higher educational 
levels (108).

4.8.	 Deadweight and 
displacement effects 
of start-up measures

It cannot be ruled out that a large number 
of jobseekers would have started a company 
without the financial support. Start-up incen-
tives (as with other ALMP measures such as wage 
subsidy programmes) raise concerns about dead-
weight losses and displacement effects, implying 
that the cost-efficiency of these programmes is 
limited. Survey research in Poland, for example, 
found that key motivations among the respond-
ents who applied for start-up grants included 
earlier plans to set up businesses (which might 
indicate the grants’ deadweight effect), although 
the exhaustion of other job opportunities was also 
an important motive (which might indicate neces-
sity entrepreneurship) (109).

Evaluation of the extent of inefficiency in the 
application of subsidies (i.e. deadweight) is key 
to the assessment of the job-creation benefits 
of start-up incentives, as it is for other types of 
measures (e.g. hiring subsidies). However, there 
is a  lack of information in the national articles 
on this point.

(105)	� Andersson and Wadensjö, 2007. See Sweden national 
article for further details.

(106)	� Zavod RS za zaposlovanje, 2014. See Slovenia national 
article for further details.

(107)	� See Hungary national article for further details.

(108)	� See Poland national article for further details.

(109)	� The national survey of the applicable form of vocational 
activation of the unemployed, which are grants from 
the Labour Fund to undertake self-employment, 
(Badanie ogólnopolskie na temat stosowanej formy 
aktywizacji zawodowej bezrobotnych jaką jest 
przyznawanie środków Funduszu Pracy na podjęcie 
działalności gospodarczej), 2011.
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According to the OECD, start-up incentives 
are generally associated with high dead-
weight losses and displacement effects (110). 
There are few control group studies to provide 
a counter-factual scenario against which the 
deadweight effects can be assessed. Swedish 
evaluation surveys from the early 2000s 
found a self-reported deadweight loss associ-
ated with start-up grants of around 40 % (111). 
Based on a survey of beneficiaries of the grant, 
the Swedish National Audit Office (2008) also 
found a self-reported deadweight loss of around 
40 %, while Behrenz et al. (2012) estimated the 
deadweight loss to be around 20 %. A national 
start-up incentive scheme for the unemployed 
was closed down in 1998 following rather 
negative evaluations that pointed to significant 
deadweight losses (around 27 %), coupled with 
negative effects for the unemployed who did not 
succeed as entrepreneurs.

Schemes where people with higher levels 
of education prevailed in the group of ben-
eficiaries have tended to be criticised for 
higher deadweight effects. Where preliminary 
preparation for business management and pro-
fessional experience are key prerequisites, such 
as in Bulgaria, it has proved difficult to attract 
representatives of vulnerable groups in the 
labour market.

Innovative and export-oriented activities 
may limit the higher substitution effects 
associated with more traditional activi-
ties and with low-employment generation. 
Evaluations of previous schemes in Greece, which 
favoured ‘traditional’ forms of self-employment 
generation, were criticised for strong undesired 
deadweight and substitution effects. A significant 
proportion of the assistance provided focused on 
low-value-adding sectors, typically restaurants, 
bars, catering, food retail outlets, retail stores, 
and selling clothes and/or shoes. Prior to the crisis, 
start-up schemes were modelled on the basis of 
various target groups rather than on the basis 
of promising sectors and potential areas for job 
growth, or on some combination of the two.

On the other hand, a recent evaluation in the UK 
found little evidence of deadweight and most par-
ticipants had little aspiration beyond sole-trader 
status (although there were some exceptions 
where businesses had started to grow).

However, start-up subsidies for the unem-
ployed can help sustain their business crea-
tion (even if the business would have got 

(110)	� OECD, 2012.

(111)	� Falkenhall et al., 2003. See Sweden national article for 
further details.

going without the support). The support 
helps individuals make the transition to 
having their own business, in the absence 
of other employment options. Most evaluation 
studies that have been conducted over the past 
few years in Germany indicated that an impor-
tant share of the unemployed would have set 
up a business anyway, even without receiving 
incentives. However, even in this case the start-up 
incentive could have had a positive impact on the 
sustainability of the business start-ups. Evaluation 
results also show a positive employment effect for 
unemployment benefit II recipients (112).

A further negative effect of start-up incen-
tives schemes could lead to some crowding-
out of unsubsidised new companies and the 
potential distortion of competition, which 
could be important where start-ups are large in 
scale. However, regarding the displacement effect, 
some authors show that while labour demand-
oriented labour market policy measures, such as 
hiring subsidies, have on average a statistically 
significant displacement effect (around 35 %), 
they did not find any statistically significant 
displacement effect for the start-up grant (113). 
According to the Swedish National Audit Office’s 
survey (2008), about one in four beneficiaries 
considered that the start-up programme had 
given them advantages over their competitors, 
indicating some potential but relatively weak dis-
tortion of competition.

A key conclusion is that the extent of dead-
weight may depend on the targeting and 
monitoring aspects of start-up incentives. 
In times of inadequate demand for goods and 
services, traditional self-employment can lead 
only to substitution effects, and the focus of 
recent start-up schemes in this context has 
therefore turned to a thorough assessment of 
the potential business idea. Furthermore, the 
reviewed evaluation studies from the Member 
States show that the deadweight loss, as well as 
crowding-out and displacement effects, seems to 
be more acceptable in the case of start-up grants 
compared to other ALMP measures such as, for 
example, hiring subsidies. Comparative evidence 
is rather thin on the ground, probably reflecting 
the methodological complexity of this type of 
research, although a small number of studies 
have compared results across different types of 
schemes. Swedish surveys from the 2000s (114) 
found self-reported deadweight loss associated 
with start-up grants lower in the case of start-
up grants, compared to hiring subsidies. Other 

(112)	� Koch et al., 2011. See Germany national article for 
further details.

(113)	� Behrenz et al., 2012.

(114)	� Falkenhall et al., 2003; Swedish National Audit Office, 
2008. See Sweden national article for further details.
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well-crafted but dated evidence of a scheme in 
Hungary (115) suggests rather high deadweight 
for start-up subsidies, but the performance in 
terms of reintegration of unemployed people 
into jobs is better than the significantly nega-
tive impact of public works and wage subsidies. 
Regarding displacement effects, Behrenz et al. 
(2012) show that while labour demand-oriented 
labour market policy measures, such as hiring 
subsidies, have on average a statistically sig-
nificant displacement effect, they did not find 
any statistically significant displacement effect 
for the start-up grant. In general, the extent 
of deadweight and displacement are likely to 
depend on scheme design factors such as the 
size of incentive, targeting, eligibility rules, and 
procedures for screening. Since many start-up 
subsidy schemes are relatively small in scale 
and targeted at participants drawn from the 
ranks of the unemployed facing labour market 
disadvantages, this contributes to minimising 
deadweight effects.

4.9.	 Bogus self-employment

Risks and potential disbenefits to self-employ-
ment include:

•	 Some dependent self-employment may actu-
ally be ‘bogus self-employment’ (116)

•	 Many people who are self-employed are inad-
equately covered by social protection (e.g. 
unemployment benefit) as well as often being 
rewarded unfavourably (levels of pay, holiday 
rights, etc.) compared to people in full-time 
permanent contracts doing the same or similar 
jobs (117). (118)

•	 While self-employed and temporary workers 
have limited access to unemployment insur-
ance, those that benefit may do so at higher 
replacement rates than permanent workers, 
because of the lower wages they receive (119).

(115)	� O’Leary, 1998. See Hungary national article for further 
details.

(116)	� Brixy, U. (2014), ‘The contribution of newly founded 
firms to job growth’, Thematic paper for Mutual 
Learning Programme (DG Employment, Social Affairs 
and Inclusion) event on Job creation incentives: how 
to better integrate policies to create sustainable jobs, 
Brussels (Belgium), 25 June 2014.

(117)	� European Commission, Commission Staff Working 
Document: ‘Open, dynamic and inclusive labour 
markets’, SWD (2012) 97 final, Strasbourg, 18 April 
2012.

(118)	� Ecorys/IZA, Analysis of costs and benefits of active 
compared to passive measures, final report, European 
Commission, DG Employment, Social Affairs and 
Inclusion, Rotterdam, 2012.

(119)	� European Commission, Employment in Europe 2010, 
Directorate-General for Employment, Social Affairs and 
Equal Opportunities, Brussels, 2010.

•	 Uninsured self-employment increases the risk 
of poverty compared to insured employment of 
employees. A total of 18 % of self-employed 
people are classified as poor, against 6 % of 
employees, and their median equivalised dis-
posable income amounts to EUR 12 000 per 
year, i.e. 3 700 less than for employees (120).

•	 Self-employed people with employees work, on 
average, 50 hours per week, i.e. 13 hours more 
than paid employees and eight more than self-
employed without employees (121).

•	 41 % of the self-employed say that work has 
an adverse effect on their health and 25 % 
consider work stressful, compared with 33 % 
and 21 % respectively for paid employees (122).

The national articles indicate that debates about 
‘bogus self- employment’ have recently emerged, 
with concerns that measures supporting entrepre-
neurship can be abused by employers and give 
rise to false self-employment. Bogus self-employ-
ment refers to the practice of self-employment 
that is induced by employers who wish to cir-
cumvent labour law, social security contributions, 
taxes, and other employer-specific duties, either 
by forcing members of staff to continue the work 
they did as employees on a self-employed basis, 
or by engaging new people on a self-employed 
basis — instead of an employee basis — right 
from the start.

The extent of false self-employment (compared 
to legitimate self-employment where the business 
owner depends on a single client for their income) 
is difficult to measure. There are only a small 
number of studies examining the phenomenon 
in different European countries. For example, 
a recent study by Ranci and Maestripieri, of the 
Milan Polytechnic, used ISTAT data to estimate 
that false self-employment in Italy, concerns no 
more than 12 % of total self-employment, corre-
sponding to around 400 000 workers, i.e., half of 
those who are economically dependent on a single 
employer (123).

The focus on potential violations is linked to 
rising self-employment as a result of reor-
ganisation within industries and a  trend 
towards increased flexibilisation of employ-
ment, resulting in a substitution of dependent 
employment by self-employment. In this con-
text, the trend towards bogus self-employment 

(120)	� Ibid.

(121)	� Ibid.

(122)	� Ibid.

(123)	� See Di Vico, 2014. http://archiviostorico.corriere.
it/2014/giugno/20/Agenti_commercio_edili_medici_
Ecco_co_0_20140620_adbfccd6-f83e-11e3-a1f0-
1d5da7b4b624.shtml

http://archiviostorico.corriere.it/2014/giugno/20/Agenti_commercio_edili_medici_Ecco_co_0_20140620_adbfccd6-f83e-11e3-a1f0-1d5da7b4b624.shtml
http://archiviostorico.corriere.it/2014/giugno/20/Agenti_commercio_edili_medici_Ecco_co_0_20140620_adbfccd6-f83e-11e3-a1f0-1d5da7b4b624.shtml
http://archiviostorico.corriere.it/2014/giugno/20/Agenti_commercio_edili_medici_Ecco_co_0_20140620_adbfccd6-f83e-11e3-a1f0-1d5da7b4b624.shtml
http://archiviostorico.corriere.it/2014/giugno/20/Agenti_commercio_edili_medici_Ecco_co_0_20140620_adbfccd6-f83e-11e3-a1f0-1d5da7b4b624.shtml
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in Germany has attracted much attention in the 
political debate (124). The problem seems to be 
concentrated in some industries (125), but overall, 
it seems that bogus self-employment plays only 
a minor role in terms of absolute numbers (126).

The extent of bogus self-employment among 
unemployed people receiving start-up incen-
tives is even harder to estimate, and is gen-
erally unclear. To a limited extent, measures to 
address the potential for bogus self-employment 
are part of the emerging framework of ongoing 
business support to entrepreneurs benefiting 
from start-up support in France. The new self-
employment status ‘auto-entrepreneur’, introduced 
in France in response to the crisis in 2009, was 
initially created to facilitate business creation for 
two kind of creators: people who wanted to have 
a secondary activity (by, for instance, remaining an 
employee in a private company, and thus retain-
ing all the social advantages in terms of income 
security and social protection); and people with 
significant entrepreneurial ambitions who could 
benefit from a simplified regime to launch their 
activity, before entering into the traditional busi-
ness status (SARL, SAS, EURL, SASU). This regime 
involves a risk of bogus self-employment: because 
of the attractive tax conditions of the regime and 
the large definition of jobs covered, some employ-
ers ask their employees to become self-employed 
while they continue to work for them. Yet, the 
employees then lose the social security attached 
to the employee status. The measurement of this 
phenomenon remains complicated and data are 
missing to fully understand the extent of bogus 
self-employment. Nevertheless, the question of 
reforming the self-employment regime has been 
much debated and led to a law being voted in June 
2014 (‘Loi Pinel’). It does not significantly reform 
the regime and provides no possibility for fight-
ing abuse of the regime by employers. However, 
every regime beneficiary for whom revenue from 
one employer represents more than half of their 
earnings will now have the possibility of receiving 
specific training to help develop his/her business.

This approach is in line with some existing provi-
sions to address the potential for abuse in other 
Member States. For example, in Finland, monitor-
ing bogus employment in relation to a previous 
employer is addressed through counselling start-
ers at Employment and Economy Offices and the 
Enterprise Agency before they start their business, 
and, after that, every six months for a period of 
up to 18 months.

(124)	� Waas, 2012. See Germany national article for 
further details.

(125)	� Brixy, 2014.
(126)	� Waas, 2012.

In Austria some hybrid forms between employ-
ment and self-employment exist including the 
‘New self-employed’ (Neue Selbständige): this 
category was introduced in the General Social 
Insurance Act in 1998 as a residual category in 
order to avoid self-employed workers avoiding 
paying social security contributions. This cate-
gory contains a heterogeneous group of workers, 
such as scientists, artists, and journalists. They 
are executors of clearly defined tasks for clients 
rather than continual tasks for the same client. 
They can also subcontract their work, putting them 
in a middle position, and most labour law regula-
tions do not apply to them, although they are an 
obligatory part of the sickness, work accident, and 
pension insurance system. Recent start-up incen-
tives promote the form of new self-employment 
and self-employment in the liberal professions.

In some countries start-up incentives overlap with 
new provisions to channel unemployed people into 
different forms of employment. The example here 
is Hungary: the expressed governmental aim is 
to channel public works participants into social 
enterprises. The legal basis for social cooperatives 
was also amended in 2013 with the introduction 
of the ‘sui generis’ status at social cooperatives. 
This member status is defined outside of the 
Labour Code in order to formalise contributions 
from members whose main purpose is self-sub-
sistence. It does not provide insured status from 
a social security point of view and is thus depend-
ent on also having some other status, such as 
registered unemployed or public works participant.

Overall, although bogus self-employment 
cannot be discounted as an unwelcome side-
effect of start-up incentives, none of the 
evaluation studies in the national reviews 
have analysed whether start-up subsidies 
have encouraged bogus self-employment. 
Deductive reasoning suggests that the extent of 
the problem relates to issues of targeting and the 
conditionality of schemes. Concerns about the 
potential for bogus self-employment appear to 
be highest in relation to schemes that lack con-
ditionality imposed on start-up recipients (often 
relating to general schemes without the require-
ment to register in a labour office and take part in 
associated measures such as screening, business-
planning, training, and follow-up). In particular, 
the requirement to develop a business plan, to be 
approved by the competent division at the PES, 
can support the aim of avoiding cases of bogus 
self-employment.
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5.	 Lessons from comparative 
analysis

Start-up incentives cut across different public 
policy objectives relating to tackling unemploy-
ment, developing the economy and businesses, 
and supporting innovation and technological 
advancement. This has sometimes led to a mul-
tiplicity of measures, raising issues about their 
clarity and effectiveness. Reading across the 
piste it is clear that start-up incentives are 
multiple, dedicated to different types of ben-
eficiaries and of several kinds (direct or indirect 
support). The discussion here focuses on success 
in terms of targeting unemployed beneficiaries.

It is important to note that more widely start-
up incentives have tended to work best 
when there is coherence between the vari-
ous measures in favour of business crea-
tion and the wider environment of business 
support. Having a coherent approach to sup-
porting entrepreneurship and locating start-up 
schemes for unemployed people within this 
wider context is probably most desirable, in 
so far as business creators need a clear idea 
of which measures would be most appropriate 
to different groups and which ones they can 
apply for.

In designing the future start-up schemes, 
policy planners have the difficult task of 
balancing social (i.e. employment of indi-
viduals disadvantaged in the labour mar-
ket) and economic targets (i.e. supporting 
entrepreneurship per se), and to avoid con-
fusion over objectives and target groups. 
This debate is at the forefront in Member States 
looking for solutions in the face of and in the 
aftermath of the economic crisis. It is clear from 
the review across Member States that most 
schemes target the general unemployed, with 
some discretion in on the one hand including 
the most disadvantaged groups through target-
ing (often at local level) and on the other hand, 
favouring less disadvantaged candidates who 
may have better chances of business success. If 
the main objective of these schemes is to help 
create innovative enterprises that will be able 
to generate additional demand (at a time where 
the whole economy suffers from inadequate 
demand) and hence employment, it makes little 
sense to base the awarding criteria on social 
considerations. If, on the other hand, the prior-
ity is to help people get a job and earn a living, 
then basing the awarding criteria on the quality 
of business plans and the credentials of the 
applicant equally makes little sense.

The OECD had suggested governments should 
strengthen ALMPs to support more jobseekers 
with a view to limiting the social and economic 
costs of the jobs crisis and minimising the build-up 
of long-term joblessness (127). However, scaling 
up the role of start-up subsidies as a strat-
egy to tackle unemployment, increases the 
potential for displacement or ‘crowding-out’ 
effects that would be considered undesirable 
from an economic perspective. This may result 
in substitution by unemployed start-up recipi-
ents from paid to self-employment, which is 
desirable from the point of view of stimulating 
entrepreneurship, but also carries risks associated 
with large-scale interventions that turn unem-
ployed individuals to self-employment, which 
comes with capital requirements and future 
income uncertainty.

5.1.	 Success factors

Existing literature (128), outlines three key 
issues for successful self-employment acti-
vation measures:

•	 Training is vital to the success of self-employ-
ment schemes. The unemployed tend to lack 
business skills. Entrepreneurship training in 
business planning, business financing, and 
business management will be important for 
the success of these programmes.

•	 Business financing is crucial and goes 
beyond the start-up subsidy usually offered 
by the scheme. Access to credit is generally 
a challenge for small and young businesses, 
but it is even more challenging for new activi-
ties run by people with little business experi-
ence and who do not have a strong credit track 
record, such as the unemployed. The social 
stigma associated with unemployment may 
further diminish the likelihood of obtaining 
bank loans.

(127)	� OECD, OECD Employment Outlook: Tackling the Jobs 
Crisis, OECD Publications, Paris, 2009.

(128)	� German Federal Ministry of Labour and Social Affairs 
(BMAS), From unemployment to self-employment: 
Facilitating transition in the recovery, International 
Conference organised by the Federal Ministry of Labour 
and Social Affairs (BMAS), in cooperation with the OECD 
(ELSA and LEED), Berlin, 7–8 October 2010, http://www.
bmas.de/SharedDocs/Downloads/DE/PDF-Publikationen/
a809e-unemployment-to-self-employment.
pdf?__blob=publicationFile
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•	 Some social groups may be more respon-
sive to self-employment than others, such 
as women and immigrants. Measures can be 
used to tackle specific issues in national and 
local labour markets, such as youth unemploy-
ment or the low activity rate of the elderly. 
These options require that the schemes be 
tailored to the needs of the main intended 
beneficiaries, although this may lead to the 
higher administration costs that excessive tar-
geting may cause.

The following success factors of start-up subsidy 
programmes have been identified through the 
evaluation of existing schemes, as reported in the 
review national articles. They are elements of the 
provision that have been highlighted as being of 
benefit to unemployed target groups to address 
the barriers to self-employment faced by these 
groups, as well as in terms of designing schemes 
that maximise the entrepreneurial potential within 
Member States for economic reasons.

5.1.1.	 Mix of support measures

A key consideration for addressing barriers to 
entrepreneurship for the unemployed is the 
appropriateness of the mix of measures in 
relation to targeting and also wider issues 
of communication and how schemes work in 
combination with other relevant services for 
entrepreneurs. These strategic issues need to 
be considered in the individual policy framework 
and national context for entrepreneurial support 
in each Member State.

Successful measure design includes an appropri-
ate mix of support measures: for example, 
recent schemes combining subsidies plus 
conversion of unemployment benefit, plus 
training and counselling plus complementary 
guaranteed loans or subsidies. The formula-
tion of start-up incentives as a series of measures 
phased in time is useful in terms of the offer 
of a range of services to those groups that are 
facing the most severe and multiple barriers to 
self-employment.

Putting together a coherent mix of measures 
within a start-up incentive package may be 
particularly useful for schemes wishing to 
target specific groups of unemployed work-
ers facing labour market disadvantage. The 
‘Way-Out Programme’ (Kiútprogram) in Hungary 
showed that an important factor for success is the 
combination of training, consultations and finan-
cial assistance. This approach is particularly effec-
tive for young people. The ‘Way-Out Programme’ 
is a social microcredit scheme to help the unem-
ployed work in a specific business, i.e. people in 

deep poverty (the de facto unemployed), with 
explicit but not exclusive focus on the Roma. The 
initiative is itself a set of interventions consisting 
of a microcredit scheme, business model coach-
ing, and comprehensive coaching. The programme 
offers an integrated approach featuring intensive 
and long-term counselling of the clients. This is 
a work method not regularly used in Hungary, 
but was proven to be applicable to the most dif-
ficult cases in other countries. In another exam-
ple from Lithuania — the evaluation of youth 
entrepreneurship promotion measures  — the 
scheme effectively promoted entrepreneurship, 
particularly for young people who lack capital for 
start-up or collateral to receive a bank loan (129).

A less positive illustration of the need to consider 
the mix of measures in the context of the target 
groups and wider entrepreneurial support systems 
in place is provided by the example of the NACRE 
measure, introduced in France in response to the 
economic crisis. The NACRE measure provides an 
accompanying service and financial support in the 
form of zero-rate loans but has been criticised 
because access to the measure is unclear: despite 
the fact that it was supposed to target the unem-
ployed and those ‘in great difficulty regarding 
employment’, the two main eligibility criteria are 
current unemployment and the maturity of the 
project. Locally, the NACRE measure duplicates 
other pre-existing measures (such as unsecured 
loans). In this instance the accompanying service 
seems to be far less used than the financial sup-
port offered by the measure (although it is evalu-
ated as a key to success both before and after 
business creation). The third phase of the measure 
is considered too general and to provide irrelevant 
advice to business creators who necessarily need 
individualised accompanying support.

5.1.2.	 Focus on the business idea 
(and support to develop it)

A key element of success involves taking 
account of the entrepreneurial potential of 
unemployed recipients through considera-
tion of their business ideas. It is important here 
to work with other actors who provide appropriate 
expertise and support to would-be entrepreneurs 
in the certification of their business ideas (e.g. 
Chambers of Commerce and Crafts and the KfW 
banking group are a factor in the success of pro-
grammes in Germany).

In the UGP (Austria), one reason for the sustain-
ability of the newly set-up businesses through 
the UGP is the sound checking of the feasibility 

(129)	� OECD, OECD Employment Outlook: Tackling the Jobs 
Crisis, OECD Publications, Paris, 2009.
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of business start-up ideas in the clarification and 
preparation phase. Only those unemployed per-
sons who have a clear business idea and prove 
to have the occupational aptitude have a  fair 
chance to be included. Similarly, in the UK, evalu-
ation of the NEA has highlighted that initial expert 
mentoring and development of a business plan is 
essential to filter out the viable ideas. A similar 
approach is taken in Germany, where schemes are 
based on careful selection of participants on the 
basis of business plans that have been certified 
by qualified external actors (130).

There is also a need to clarify and improve 
the basis for decision-making where exami-
nation of business plans is by special selec-
tion committees. This was an issue in Slovakia 
where there is no clear criteria available for 
assessing which types of business activities, pro-
fessions and sectors are demanded in the regions, 
which reportedly leads to confusion and uncer-
tainty among interested jobseekers (131).

5.1.3.	 Financial support to cover living 
expenses in the early stages

Schemes which provide income security 
through unemployment benefit or another 
subsistence allowance highlight the crucial 
role played by weekly income support (for 
example, the UGP in Austria and the NEA in the 
UK). As noted in Section 3.1 on overcoming barri-
ers to self-employment, the financial support for 
the founders over the whole foundation phase is 
seen by start-up incentive recipients as being very 
important to cover living expenses.

5.1.4.	 Business counselling in the pre-
start-up and start-up phase

Provision of information, advice mentor-
ing, and expertise in the pre-start-up and 
start-up phase can have a positive impact 
on entrepreneurship deficits. This is borne out 
in Germany (132) and elsewhere. For example, the 
evaluation of UGP (Austria) highlights that tailor-
made counselling and coaching for various target 
groups (such as migrants, women returning to the 
labour market after parental leave, and people 
with disabilities) proved to be an important pre-
requisite for a smooth foundation process (133).

Furthermore, continuing guidance and 
coaching seems to improve the results 

(130)	� See Germany national article for further details.

(131)	� CLO, 2013. See Slovankia national article for further 
details.

(132)	� Oberschachtsiek and Scioch, 2011.

(133)	� See Austria national article for further details.

of previously unemployed new entrepre-
neurs and the self-employed in the start-
up or implementation phase. Positive effects 
have been shown on further employment and 
income (134). The UGP evaluation in Austria sug-
gests that the follow-up counselling after the 
set-up phase is an important form of support, 
and in this respect, cooperation between PES and 
experienced business consultants is necessary in 
order to secure high-level counselling and advice 
services (135). There is an argument to be made 
for individualised support services, as indicated in 
the evaluations of UGP in Austria and of NACRE 
in France.

Ongoing support for entrepreneurs is 
a factor in business survival. For example, in 
Germany, in the evaluation of the coaching pro-
gramme for the unemployed, external exper-
tise was calculated to increase the duration of 
self-employment (136). As discussed above (in 
Section 3.1), unemployed entrepreneurs face 
a range of barriers to succeeding in business, 
which potentially can be ameliorated through 
an element of ongoing support, whether within 
the start-up incentive scheme provision or as 
part of the wider framework of enterprise 
support. Indeed, in Slovakia, CLO experience 
shows that the jobseeker’s overestimation of 
his or her own capabilities is the most com-
mon cause for not sustaining the business in 
the labour market. This could be addressed by 
paying more attention to the examination of 
entrepreneurial preparedness in the process 
of drafting individual action plans and busi-
ness plans (137). The need for further training of 
start-up incentive recipients was also empha-
sised in a study (138) in Poland, although this 
subpopulation quite often undertakes further 
training in their own (28 %). The need for fur-
ther training can arise due to changing busi-
ness circumstances, associated with changes in 
legislation, business conditions, and the emer-
gence of new technologies.

5.1.5.	 �Additional services to support 
secondary employment  
in newly formed enterprises

Some schemes provide specific additional 
support over time, which may have some 
merits, as noted here, although there is little 
detailed evaluation evidence. In Greece, start-up 

(134)	� Caliendo et al., 2014.

(135)	� See Austria national article for further details.

(136)	� Oberschachtsiek and Scioch, 2011. 

(137)	� Borik and Caban, 2013. See Slovankia national article 
for further details.

(138)	� Wiśniewski and Zawadzki, 2011. See Poland national 
article for further details.
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companies can benefit from an arrangement 
with OAED to receive support in taking on 
other unemployed people. In Austria, there are 
provisions under UGP to support one-person 
businesses that wish to expand by hiring addi-
tional employees.

5.2.	 Constraining factors

Evaluations of start-up schemes for the 
unemployed stress weaknesses such as:

•	 the lack of support for beneficiaries for 
income insecurity;

•	 unwillingness of unemployed people to get 
involved in schemes that potentially lead them 
into high levels of debt;

•	 constraints related to the practical implemen-
tation of measures, such as the long duration 
of procedures (approval and payments);

•	 insufficient quality of managerial and entre-
preneurial counselling by job centres;

•	 inability of programmes to address the skills 
and support needs of unemployed groups; and

•	 inadequate targeting.

These constraints are discussed below in more 
detail. Not all the schemes discussed here have 
been exclusively targeting unemployed people, 
and indeed in some countries, there are no par-
ticular start-up incentives for the unemployed as 
distinct from the general programme of business 
support. For example, the review in Cyprus found 
only measures seemingly directed at stimulating 
entrepreneurship per se, rather than facilitating 
exit from unemployment. This has had implica-
tions on their design, as for instance, the provi-
sion that paid employees are allowed to apply to 
the entrepreneurship programmes, encouraging 
‘substitution effects’.

5.2.1.	 Procedures for administering 
start-up incentives

The management of start-up schemes has 
the potential to limit the success of start-
up incentives. Based on the evaluation of the 
targeted subsidy programmes implemented in 
Greece in 2009 for new freelance professionals, 
evaluators noted that excessive red tape has hin-
dered participation. Delays in implementation of 
schemes and the time taken to make payment 
to start-up incentive recipients appear to be the 
main management risks.

Evaluation reports in Greece noted that excessive 
red tape has hindered participation. In design-
ing the future start-up schemes, policy planners 
have aimed to cut bureaucracy through IT appli-
cations. Specifically, the OAED has made efforts 
to simplify the application procedures and to 
keep the requirements for the online application 
to a minimum, while ensuring at the same time 
that the tendering procedure is transparent and 
visible. An assessment of the ILEs in Portugal 
found that difficulties in the management of 
the programme (duration of approval of projects 
and delays in payments) contributed to busi-
ness failures from the programme (one fifth of 
businesses failed for a variety of reasons). The 
IGF demanded an improvement of the manage-
ment of the programme in order to increase its 
efficiency, effectiveness, and economy. These 
improvements should focus on the information 
system, the period of appreciation/approval of 
applications, the accompanying of the ILEs, and 
the monitoring and evaluation of the process (139).

5.2.2.	 PES/job centre capacity

Overcoming constraining factors is lim-
ited by the capacity of the job centres to 
provide economic and financial counsel-
ling, and the relatively small amounts of 
financial support (converted unemployment 
subsidies and complementary subsidies). In 
Portugal, an assessment of ILEs pointed to the 
low qualification level and the low financial capac-
ity of the promoters as the major obstacles to 
the success of projects (140). In Slovakia, the CLO 
acknowledged financial and personnel limitations 
to provide entrepreneurial training for applying 
jobseekers (141). The abovementioned legislative 
amendment (in force since 1 May 2013) factually 
abolished the labour offices’ obligation to provide 
such training.

5.2.3.	 Coordination 
and communication issues

Coordination and communication issues 
compromise the effectiveness of some start-
up incentive arrangements, particularly where 
several labour market institutions are involved. 
For example, the evaluation of ILEs in Portugal 
emphasises the problem of coordination between 
the two institutions involved in the process: the 
Public Employment Service (IEFP) and the Institute 

(139)	� IGF, 2008. The existence of the problem of delays 
in the procedures was confirmed by a report of the 
Portuguese Ombudsman based on an investigation 
carried out in 2010–2011 (Provedor de Justiça, 2011).

(140)	� See Portugal national article for further details.

(141)	� CLO, 2011. See Slovakia national article for further 
details.
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for Social Security (ISS). Promoters of projects and 
officials at the IEFP’s job centres criticise the fact 
that the ‘disarticulation’ between IEFP and ISS 
results in an ‘excessive duration of the approval of 
projects and of the realisation of payments’ (142).

In some cases the take-up of start-up incen-
tives can be put at risk by issues of publicity/
communication with potential beneficiaries. 
For example, in Belgium, the low usage of the 
youth scheme strongly limits its effectiveness. 
To address this problem, better communication 
appears to be essential. Indeed, the lack of infor-
mation about this incentive provided during con-
tacts with the competent authorities means the 
target audience cannot be reached sufficiently. 
Some start-up schemes have been subject to 
delays in implementation, where they involve 

(142)	� Unpublished document, cited in Dias/Varejão 2012, 
pp. 166-168.

the setting up of training and consulting activi-
ties through public procurement. To illustrate this 
using an example from Bulgaria, an initial target 
of 50 000 unemployed persons to be covered by 
the activities under a start-up scheme had to be 
revised when it became apparent that delays 
in setting up contracts and allocating grants 
were threatening large-scale implementation. 
Unfulfilled expectations of unemployed persons 
resulted in a  large number of cancellations on 
behalf of target-group participants (143). A conclu-
sion specifically for Bulgaria is that shortcomings 
in legislation and particularly in public procure-
ment legislation have undermined the imple-
mentation of start-up incentives. More generally, 
reports note the need for quality management 
procedures to assure the quality of delivery of 
start-up support measures.

(143)	� See Bulgaria national article for further details.
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6.	 Recommendations and further 
research needs

Start-up schemes appear to be a useful ALMP 
to tackle unemployment and, in general, evalu-
ations of start-up schemes have concluded that 
most of the businesses created through subsidies 
exhibited relatively long survival rates, although 
their contribution to secondary employment gen-
eration is modest. Some undesired effects are 
deadweight and substitution effects. However, 
these issues can be addressed to an extent 
through targeting and scheme design. Evaluation 
studies of start-up incentives as an ALMP have 
shown positive results, notwithstanding the small 
number of participants and a potential cream-
ing effect.

In designing start-up schemes, policymakers may 
have to balance a concern to maximise the 
social benefit through tackling unemploy-
ment and meeting the needs of unemployed 
people, and the economic concerns of max-
imising the chances of business success and 
generating additional demand. Experience in 
Member States where start-up incentives are 
considered to be relatively successful, such as 
Finland, suggests that a  successful approach 
involves combining the start-up grant with the 
manifold policies of developing a favourable envi-
ronment for any kind of enterprise, as well as 
producing entrepreneurial motivation and abilities 
among individuals.

According to evaluations, beneficial social and 
economic effects can perhaps be maximised 
through taking a more active approach, i.e. 
in the selection of candidates before proceeding 
to the next step, paying more attention to the 
examination of entrepreneurial preparedness in 
the process of drafting individual action plans 
and business plans, reviewing the earnings trend 
after the start, and in providing ongoing support 
to help the enterprises grow.

Based on the review and evaluation evidence 
in the Member States, the following aspects 
maximise success in assisting the unemployed 
wishing to start their own business, and to pro-
mote employment amid a climate of tight fund-
ing constraints and scarcity of wage employment 
options due to the economic crisis.

6.1.	 Aspects in scheme design

•	 Technical support for the development of inno-
vative entrepreneurial projects.

•	 Offering support for the establishment of 
a business plan which maximises competitive 
advantages and opportunities (perhaps as an 
award criterion).

•	 Opportunity for attendance of training semi-
nars on entrepreneurship (perhaps as a prereq-
uisite for participation in the scheme).

•	 Reducing bureaucracy (for example through 
the use of IT applications).

6.2.	 Aspects in the wider 
environment

•	 The existence of a clear-cut legislative frame-
work, enabling the combined use of policy 
instruments and the coordination of employ-
ment policies and social inclusion strategies.

•	 Complementary credit schemes that increase 
disposable amount for the creation of 
small companies.

•	 Reiterating the need for social insurance provi-
sions for self-employed workers.

•	 Simple rules and procedures in establishing 
a company (not excessively burdensome gov-
ernment regulations).

•	 The active support of local actors such as pro-
fessional organisations, trade unions, employ-
ers, and NGOs.

•	 The integration of entrepreneurship education 
and training in secondary and tertiary level 
education curricula, irrespective of field of 
study or orientation (general/vocational) could 
also prove beneficial (and has been recom-
mended in some evaluation studies) (144).

More generally, as already mentioned in the intro-
duction, the Employment Package states that 
support should be targeted at groups with the 
greatest potential (such as unemployed workers 
with professional skills, women, or young people), 
and should rely on close cooperation between 
employment services, business support, and 
finance providers. The current review has found 
a small number of examples in this area, indicat-
ing that there is still room for improvement both in 

(144)	� See Greece national article for further details.
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terms of more measures tailored to the needs of 
specific target groups and for increased coopera-
tion between the agencies involved in supporting 
the diversion of unemployed people towards self-
employment and entrepreneurship.

6.3.	 Need for further research

6.3.1.	 Need for research to 
estimate the extent of bogus 
self-employment

Measurement of this phenomenon remains 
complicated and currently evaluation data is 
not available to fully understand the extent 
and implications of bogus self-employment 
in the context of start-up incentive schemes. 
Clarification on this issue would be helpful in order 
to consider the social risks, and if necessary to 
address questions of reforming self-employment 
regimes to fight abuses by employers. This is 
highlighted in the national reports on start-up 
incentives due to recent changes in some labour 
markets that have seen increases in the bogus 
forms of self-employment, spotlighted in public 
debate. While research into this issue is important 
in order to consider the role of start-up subsidies, 
it is likely that addressing the issue will be wider 
than the purview of start-up subsidies, relating to 
labour market and tax conditions, the regulatory 
framework for employment, and the consequences 
of being recognised as false self-employed under 
national law. Furthermore, it is likely that the drivers 
of bogus self-employment relate more to trends 
by employers towards expecting employees to 
become self-employed while they continue to work 
for them, rather than a result of behaviour driven 
by unemployed target groups.

6.3.2.	 Evaluation of start-up incentives

Programmes should consider longitudinal 
research into the impact of start-up stud-
ies, and evaluation of their effectiveness as 
a policy intervention in comparison with other 
ALMPs. In many countries it is not possible to make 
any assessment of the relative effectiveness of the 
programmes, or the displacement and deadweight 
risks associated with them, due to lack of rigor-
ous evaluation. The lack of regular and ongoing 
evaluation, and in many cases lack of any attempt 
to formally evaluate start-up incentive schemes, 
even where schemes are relatively significant, is 
particularly worrying from a policy perspective. 
Considering that much start-up-related activation 
assistance is targeted towards long-term claim-
ants who tend to have lower levels of educational 
attainment and labour market experience, there 

appears to be a significant knowledge gap in the 
effectiveness of these ALMPs, and their real impact 
and value for money is unknown.

Support may be needed to facilitate evalu-
ation of start-up incentives, given that pro-
gramme evaluations of these schemes will 
need to be highly technical, involving rich 
sources of information at the micro-level and 
sophisticated econometrics. A range of techniques 
could be employed, but in either approach, rigorous 
evaluation of counter-factuals is a demanding set 
of requirements. Initiatives to develop and share 
methodologies in this field should be supported.

Future evaluations should aim to take a lon-
gitudinal perspective since the longer-term 
success of those moving into self-employ-
ment is critical information needed to judge 
the efficacy of the programme. At the same 
time, recognised difficulties in time-series research 
(such as accounting for the state of the economy) 
would need to be taken into account in evaluat-
ing the impact of schemes on self-employment. 
Longitudinal studies should aim to identify the 
range of factors implicated in supporting effective 
interventions. The survival rate of start-up scheme 
recipients will depend on a range of factors (includ-
ing availability of support and finance after the 
initial start-up phase, access to service, and quality 
of support), and there will be lessons for enterprise 
support policy as well as PES.

6.3.3.	 Targeted measures

Given the recent focus on the introduction of start-
up measures for specific groups such as young 
people and women, comparative studies are 
needed that research how different target 
groups respond to start-up subsidies. The aim 
should be to assess the responsiveness of dif-
ferent groups to start-up subsidies and for these 
insights to be used in designing measures tailored 
to the needs of each group.

A conclusion arising from the current practice is 
that there is a need to stimulate demand 
for these measures through their diversi-
fication for different social groups on the 
labour market. Targeted schemes highlighted 
in the national reports forming part of this study 
should be followed up for evaluation where they 
appear to offer greatest potential for learning 
in relation to targeted support (for example, the 
Belgium system of cooperatives, female entre-
preneurship in Finland, innovative start-ups to 
address youth unemployment in Italy, and the 
senior jobseekers scheme in Luxembourg, among 
others; see the conclusions of the national reports 
for further details).
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8.	 Annex 2 – Evaluations of start-up 
subsidy measures and emerging results

Table A2.1 Evaluations of start-up subsidy measures and emerging results
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