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1. INTRODUCTION 

The issue of the full use of the labour has been widely debated in economics. From 

The General Theory of Employment, Interest and Money ([1]) to the Human Capital 

Theory ([2]) and to the modern theories of economic growth ([3], [4]) there has been 

built a quasi–consensus regarding the importance of labour force. Following this 

dominant trend in the literature, the economic policies made a priority of the full 

exploitation of human resources
3
. However, rarely labour markets in developed countries 

were close enough to the goal of full employment. Beyond the multiple nuances and 

definitions of the "full employment" objective, the literature raises a multitude of 

reasons: wage rigidities, labour market failures, macroeconomic structural imbalances, 

conflicting objectives of the economic policy mix, poor labour market regulations and/or 

excess/deficit of regulations etc. And yet, there is still one fundamental question that 

cannot be avoided: why do some countries manage to record significantly higher 

employment rates than others?  

The authors analyze a set of data taken from Eurostat on the extent and 

characteristics of the self-employment phenomenon in the EU, comparing the 

performance of the Member States in this field. In order to validate the results of this 

analysis there was designed a logistic regression model based on data from a Euro-

barometer survey. Thus, the key factors that support the development of the self-

employment phenomenon were identified, analyzing a few ways to stimulate them. 

Special attention was paid to education, where the EU also records a poor performance 

compared to the USA and Japan. The analyses were customized for Romania, as a new 

member of the EU, rigorously assessing its chances to achieve the objectives of the 

Europe 2020 Strategy in the field of employment. 

2. METHODS 

The starting point in our analysis is given by the employment gap between the EU 

and the U.S.A. and Japan. In Europe 2020 Strategy, the E.U. recognizes that "only two-

thirds of our working-age population is currently employed, compared to over 70% in the 

US and Japan." To cover this deficit, the EU sets an ambitious target for employment of 

75% by 2020. At the moment, there are significant differences between the Member 

States regarding the actual employment rate and the target proposed for 2020. Only three 

countries (Denmark, the Netherlands and Sweden) took a target for employment rate of 

80%, as they reach this performance at present, too (79.8% - Sweden, 76.5% - the 

Netherlands and 75.6% - Denmark). The good part of this picture is that in 2020, 22 of 

the 28 EU Member States will exceed the current level of employment rate in the USA 
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 Europe 2020 Strategy, „Europe needs to make full use of its labour potential to face the challenges of an 

ageing population and rising global competition.” 
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and Japan. Considering that self-employment could be an alternative to improve the 

employment rate, the authors analyzed the factors that stimulate this phenomenon.  

 

2.1 Testing incentive factors of self-employment 

 

The analysis is based on data obtained from a survey – the Euro-barometer 

"Quality of Life in European Cities" - conducted during November-December 2012. The 

survey was conducted on a sample of 22,683 people in 83 cities in the Member States of 

the European Union and Croatia, Turkey, Iceland, Norway and Switzerland. In Romania 

people were interviewed in Bucharest, Cluj-Napoca and Piatra Neamț. The following 

characteristics were selected from the Euro-barometer database: age, gender, residence, 

level of education and employment status. The econometric analysis applied to the 

sample data was to identify the impact that the variables selected have on the self-

employment option. The professional status was determined based on the variable that 

refers to the respondent's occupation – he/she was asked about his/her occupation at the 

time of the interview. The original variable was post-coded, yielding only three 

categories: employed, self-employed and unemployed. The unemployed respondents 

were eliminated, and the econometric estimation was carried out on the employed sample 

in terms of labour market. Thus, a new variable was designed – a binary variable that 

takes value 1 if the person is self-employed and 0 if the person is employed. Since the 

dependent variable is a binary variable, we used a logistic regression model. Basically, 

the logistic regression model describes a non-linear relationship between the binary 

variable Y and k explanatory variables X1,X2,...,Xk.  

The logit model is described by the relationship: 

 

If a logistic transformation is applied to the equation above the result is the linear 

relationship between logit(pi) and the explanatory variables:  

 

This last equation is called the logit form of the model where logit(pi) is the 

logarithm of the likelihood of an event to happen with respect to the explanatory 

variables.  

In our analysis we considered the binary variable as a dependent variable 

corresponding to the status on the labour market (SE), which takes value 1 if the person 

is self-employed and 0 if the person is employed. The chosen explanatory variables are: 

age group, area of residence, gender and the last school graduated. All variables are 

binary. 

3. RESULTS 

The binary variables used with the logistic regression were coded as follows:   

se =  self – employed  (dependent variable)   

male = masculine gender, compared to the feminine gender  

age_15_24, age_35_44, age_45_54, age_55_6, over_age_65 = age groups, compared to 

the 25-34 age group 

urban = urban area, compared to rural area  

isced 1_2, isced 5_6  = education levels, compared to the iscead 3_4 education level. 

still = still in school 
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Table 1. The results of the logistic regression analysis  

 

  
 

The logistic regression analysis (table 1) highlighted the following aspects:   

 

- In terms of gender, men are about 65.6% more involved in self-employment than 

women. The result is natural since women are more involved in household chores, 

raising children or part-time jobs that do not affect the household time.  

- In terms of age group it can be observed that the phenomenon of self-employment 

is increasing with age. Compared with those in the 25-34 age group those in the 15-

24 age group have less chances of being self-employed because they are less present 

on the labour market since they are focused on graduating and they do not have 

accumulated enough knowledge to become self- employed. The age groups 45-54 

and 55-64 have more than 50% chances of being self-employed, and this could 

signal an adaptation to the employers’ behaviour who tend to substitute the 

expensive labour force (seniors) with the cheaper one (juniors). This type of 

behaviour has increased during the economic crisis and it is perfectly rational 

considering the optimization paradigm used by the producer (substitution effect of 

the production factors). At the age group of over 65 the chances are even higher 

because of the need to supplement income, which is a reaction to the undesirable 

tendency to extend the active age (retirement).  

- In terms of the area of residence, those in urban areas are more likely to be self-

employed, due to the fact that urban areas offer more opportunities for self-

employment development. 

- Depending on the level of education, it is clearly that those with higher education 

(ISCED 5-6) are more likely to be self-employed, indicating that self-employment 

activities are more often than not intensive in human capital. 

4. CONCLUSIONS 

The issue of employment is a key strategic goal of the E.U. However, the Europe 

2020 objective to reach an employment rate of 75% is rather challenging, since very few 

countries have assumed it. Based on the analysis of the Eurostat data on employment the 

authors concluded that the starting level in the new period for the E.U. (2013-2020) is 

very different in terms of employment rate, since only 9 of the 28 member states exceed 
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the level of employment of 70%. As an alternative to increase the employment rate, self-

employment varies greatly by age, gender, field of activity and level of education. Thus, 

the complex nature of self-employment causes considerable challenges in developing 

economic policy measures and requires a clear understanding of the mechanisms behind 

self-employment. This knowledge is essential to allow an accurate definition of a 

coherent set of measures in order to induce and support the transition to self-employment 

while ensuring an efficient allocation of public resources.  

The analysis based on logistic regression performed on the sample of the Euro-

barometer "Quality of Life in European Cities" shows that the most important factors in 

the trend towards self-employment are: age (experience), gender (male), education level 

(ISCED 5 -6) and area of residence (urban).  

The countries are different with respect to the phenomenon of self-employment. We 

make an analysis based on data obtained from a survey – the Euro-barometer "Quality of 

Life in European Cities" and these types of data not allow us to analyze each country. We 

will intent to extend our analyze using other type of data from Eurostat database, to 

capture the differences for each country. 
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