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Foreword

Why do so many people say they want to start their own busi-
ness, but so few actually do it? What are the factors that shape
the decision to become an entrepreneur — regulatory frame-
work and market conditions, entrepreneurial capabilities and
culture, access to finance, R&D and technology? How has the
economiic crisis affected small firms seeking finance?

To answer these and many other questions on entrepreneur-
ship, internationally comparable statistics on entrepreneur-
ship and its determinants are needed.

This publication does just that. It summarises the results and
lessons learnt from work done so far by the joint OECD-
Eurostat Entrepreneurship Indicators Programme, which
aims to develop a comprehensive framework for measure-
ment of entrepreneurial activity.

It focuses on determinants of entrepreneurship, such as entrepreneurial culture, education and skills level of labour force that
can be of benefit to a region or a country. The views of experts from around the world were gathered during several workshops
and studies. The book also has a summary of data on another important determinant — access to finance, showing how the
situation changed between 2007 and 2010, thus making possible a comparison with the situation prior to the financial crisis.

The publication aims to motivate academics and statisticians in their attempts to define internationally-comparable indicators
for measuring the quality of entrepreneurial education and access to venture capital, as well as the indicators that are more
subjective in nature, such as those related to culture and entrepreneurial capabilities.

The publication seeks to help policymakers to understand better the rate and types of entrepreneur activity, as well as its
determinants and its impact on job creation, economic growth and wealth and to help them develop initiatives to facilitate
access to finance for Small and Medium-sized Enterprises (SMEs), creating an environment favourable to business creation
and growth, and encouraging an entrepreneurial culture.

For more information, go to the OECD and Eurostat websites where you will find a presentation on the joint Entrepreneur-
ship Indicators Programme, as well as data on business demography, job creation, and SMEs in general.

CAolln

Walter Radermacher
Chief Statistician of the European Union
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Measuring
Entrepreneurship in Europe

Manfred Schmiemann (')

Introduction

‘Entrepreneurship is the mindset and process to create and
develop economic activity by blending risk-taking, creativity
and/or innovation with sound management, within a new or
an existing organisation’

The Entrepreneurship and Innovation Programme is the larg-
est component of the European Union’s Competitiveness and
Innovation Framework Programme for the period 2007-2013.
It directly and indirectly supports entrepreneurial activity and
innovation among businesses across Europe, promotes better
access to finance for SMEs through venture-capital investment
and loan-guarantee instruments, and supports policy-making
that encourages entrepreneurship and innovation. The new
Programme for the Competitiveness of Enterprises and Small
and Medium-sized Enterprises (COSME) will run from 2014
to 2020, with a planned budget of EUR 2.5bn. (*) The Euro-
pean Commission states as its objectives the following:

« facilitating access to finance for Small and Medium-sized
Enterprises (SMEs)

« creating an environment favourable to business creation and
growth

« encouraging an entrepreneurial culture in Europe
« increasing the sustainable competitiveness of EU companies

« helping small businesses operate outside their home coun-
tries and improving their access to markets

The expected results are:

o easier access to finance for entrepreneurs and small busi-
nesses

o more prominent role for self-employment and business
development as important sources of growth and job
creation

o in individual EU countries: a more competitive industry,
more entrepreneurs and higher employment rates.

In recognition of the importance of the issue, the OECD and Eu-

rostat are collaborating in the joint Entrepreneurship Indicators

Programme (*) and in this context, have taken steps to improve

policy-relevant measurement of entrepreneurial activity. This

(") Team leader, Eurostat unit'Competitiveness of European Businesses, Email Manfred.Schmie-
mann@ec.europa.eu

(3 http://eceuropa.eu/cip/cosme/index_en.htm.

) More information on the Entrepreneurship Indicators Programme is available from the OECD
website: http//www.oecd.org/document/58/03746,en_2649_34233_44441658_1_1_1_1.00html.

chapter sets out the entrepreneurship indicators and determi-
nants used in the programme, describes some of the work done
in this field and provides examples of the data already available.

Defining entrepreneurial activity

A broad range of authors have tried to define the entre-
preneur and entrepreneurship from a variety of different
perspectives and disciplines (economics, management, or-
ganisation, sociology, philosophy). Most agree that entre-
preneurship is a phenomenon that is found across the entire
economy, going beyond the confines of the market econo-
my to include society as a whole; for example, encompass-
ing organisations such as non-profit making enterprises.
Furthermore, entrepreneurship may be practised in a range
of different entities, from the self-employed individual,
through small and medium-sized enterprises (SMEs) to
large multi-national concerns. For a more detailed descrip-
tion of how the joint OECD/Eurostat Entrepreneurship
Indicators Programme arrived at agreed definitions of en-
trepreneurs, entrepreneurial activity and entrepreneurship,
see the chapter by Ahmad and Seymour in this book.

In each of these scenarios, entrepreneurship is usually viewed
as a process driven by individuals (or by key persons within
firms), that involves some form of innovative behaviour and/
or risk-taking that results in change. Most writers agree that
entrepreneurship is also driven by a desire to generate profit or
other types of rewards, be they linked to monetary gain, per-
sonal satisfaction, career-related status, a change in lifestyle,
recognition, or other benefits.

As such, entrepreneurship is a process that has the potential
to lead to the creation and expansion of firms. In this respect,
there is considerable policy interest in entrepreneurship, in-
sofar as it has the potential to change macro-economic con-
ditions through increasing employment opportunities and
stimulating economic growth. Indeed, economists and pol-
icy-makers have long identified entrepreneurs as important
drivers for employment, innovation and economic growth,
although the links between entrepreneurship and the various
facets of economic growth are less well understood.

Following the Barcelona Council in 2002, the European
Commission presented a Green Paper on entrepreneur-
ship the following year, designed to contribute to economic
growth, competitiveness and job creation. It outlined a defi-
nition of entrepreneurship within a business context:

Entrepreneurship is the mindset and process to create and
develop economic activity by blending risk-taking, creativity
and/or innovation with sound management, within a new or
an existing organisation. (*)

(%) Source: Green Paper, Entrepreneurship in Europe (COM (2003) 27 final)
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The Entrepreneurship Indicators
Programme in the context of European
entrepreneurship policy

The European Commission’s entrepreneurship policies are
firmly rooted in their support for small and medium-sized
enterprises (SMEs).The European Charter for Small Enter-
prises, endorsed by the Heads of State or Government in June
2000, was followed by the creation of a European company
statute in 2001. More recently, the Commission has focused
on access to finance, on ways of preserving SMEs from bank-
ruptcy, on promoting entrepreneurship among ethnic mi-
norities and women, on attracting and recruiting the first
employee, and on helping start-ups by setting up one-stop
shops for SME support. In the words of European Commis-
sion President Barroso, the Small Business Act for Europe,
released on 25 June 2008, marked ‘a step towards a Europe
of entrepreneurs, with less red tape and more red carpet for
Europe’s 23 million SMES.

Two key issues have troubled policy makers across the EU,
namely:

« why do so few people in Europe start a business, although
a relatively large number of individuals express an interest
in doing so?

« why do European enterprises grow at a generally modest
rate?

The Entrepreneurship Indicators Programme may help an-
swer these questions.

In September 2006, the OECD launched a new Entrepre-
neurship Indicators Programme (henceforth the ‘Pro-
gramme, or EIP) to collect internationally-comparable sta-
tistics on entrepreneurship and its determinants. The aim of
this effort was to develop a list of indicators, standard defi-
nitions and concepts that would guarantee the long-term
delivery of statistics in this area. For a detailed description
of the Programme, see the article by Ahmad and Hoffmann
in this book. In 2007, a formal partnership was agreed be-
tween the OECD and Eurostat (on behalf of the European
Commission) to take forward the Programme. The chal-
lenge faced by the Programme is to provide data that gives
policy-makers and academics a better understanding not
only of the rate and types of entrepreneurial activity but
also of the outcomes and impact of entrepreneurship, es-
pecially in terms of the creation of wealth, employment and
productivity gains.

The interest in entrepreneurship can be depicted in a num-
ber of different ways. The Kauffman Foundation (which has
kindly provided funding for the Programme) summarises
the benefits of entrepreneurship in terms of a cyclical process
that furthers knowledge and prosperity.

eurostat m Entrepreneurship determinants: culture and capabilities

Figure 1: Benefits of entrepreneurship

Economic
prosperity

Entrepreneurial
process

Economically
useful knowledge

Source: Kauffman Foundation
In (European Union) policy terms, the influence of entrepre-

neurship can be seen to extend across a range of policy areas.

Figure 2: EU policy areas influenced
by entrepreneurship

Employment
and growth

Enterprise policy

Source: European Commission

According to the framework developed by the Programme,
one of the main facets of the entrepreneur is his/her ability to
innovate by recognising a fit between given, existing resourc-
es and future possibilities, so as to exploit them in a differ-
ent manner. This paradigm is expanded into a more general
context through the inclusion (within the framework) of the
wider business environment and the role that this can play in
shaping how entrepreneurs operate — namely, the economic,
political, legal, social and cultural background that can play a
role in determining how entrepreneurs act.
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Figure 3: Cycle of shaping entrepreneurship

The entre-preneurship Entrepreneurship

phenomenon observation and
in society measurement
Entrepreneurship Academic
policies research

Source: Eurostat/OECD, 2007

The aim of the Programme is to provide a collection of indi-
cators that can be used in different ways to focus on particu-
lar aspects of entrepreneurship; the indicators are proxies for
entrepreneurship. The programme has been very successful
in its first round: almost 20 EU and OECD countries have
adopted and implemented key concepts for the measurement
of entrepreneurial performance.

There is a broad range of business/economic environmental
factors that may, at least in part, determine a country’s en-
trepreneurial performance. These cover aspects as diverse as
labour-market regulations, the diffusion rate of technology,
the patent regime, (°) the availability and ease of access to
debt finance, or bankruptcy and other administrative regu-
lations. The business environment or business climate for
entrepreneurship is however only one side of the equation,
and should be considered alongside cultural aspects relat-
ing to an individual’s personal traits, for example, attitudes
to risk, mindset, desire to own or create a business, skills and
education. (°) One way of looking at these determinants is
to consider that a particular combination of resources, op-
portunities and skilled persons will increase the likelihood
of entrepreneurship and entrepreneurs in a given regulatory
framework and culture.

Resources within the model developed by the Programme
generally concern access to finance and the prevalence of

() See, for example, http://ec.europa.eu/eurostat/product?code=KS-SF-08-022&mode=view
() See, for example, http://ec.europa.eu/eurostat/product?code=KS-SF-08-043&mode=view

R&D and technology (in business R&D expenditure, either
that developed in-house or that purchased, or via govern-
ment R&D expenditure. (") References to entrepreneurial
skills and capabilities are usually made in relation to the hu-
man and social capital of the entrepreneur, although an em-
ployee may also display an entrepreneurial spirit.

Opportunities for entrepreneurship are largely seen as a
function of market conditions, competition, and access to
foreign markets, as well as the involvement of the public
sector and the degree of public procurement. On the other
side of the equation, the regulatory framework can hinder or
impede entrepreneurship if the opportunity cost of start-up
outweighs the benefits. Such costs can result from a range
of different factors, such as administrative burdens, health
and safety regulations, labour-market regulations, social-
security regulations and tax regimes (°) At the same time,
the regulatory framework can also be adapted and used by
policy-makers to induce higher degrees of entrepreneurship
through, for example, changes in social-security regimes for
small businesses, start-up assistance from government agen-
cies (one-stop shops) or tax breaks.

The development of indicators relating to performance meas-
ures has been the subject of a great deal of work by both Eu-
rostat and the OECD. The underlying theme for this group of
indicators is that they should measure the addition of value
or something new (be it a product, a process or a market).
The typology developed is based on the three sub-groups
of firms (enterprises), employment and wealth. The defini-
tion of ‘new’ is subjective; for example, a new market could
be construed as being a global market, a national market, a
regional market, or a local market. If ‘new’” were to be de-
fined as a global concept, local innovators through imitation
would be excluded from the entrepreneurial concept.

Measures of entrepreneurial activity

One of the measures of entrepreneurial activity that can be
observed using the framework is shown in Figure 4 below
— namely, the change in the number of entrepreneurs who
are employers (in other words, self-employed persons who
are not working alone and who are not family workers). This
comparison of the share of ‘real’ employer businesses over
two years is one example of how entrepreneurship indica-
tors can be used to assess a country’s performance and trends
with regard to employment.

() See, for example, http://ec.europa.eu/eurostat/product?code=KS-SF-08-029&mode=view
() See, for example, http://ec.europa.eu/eurostat/product?code=KS-SF-08-047&mode=view
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Figure 4: Change in ‘real’ employer businesses, total economy (NACE Rev. 2 Sections A to U), Q4-2008

to Q4-2011 (")
(%)

20

-20

-30
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(") Overall growth rate between Q4-2008 and Q4-2011, in percentage, of the number of self-employed persons (aged 15 or more), who are not working alone and who are not family workers

(in other words, who employ at least one other person).

Source: Eurostat Labour Force Survey — LFS. See also http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_Ifs/introduction

In a similar vein, a count of the number of new start-ups
could include enterprises with or without employees. In
many cases, working-proprietors may set-up relatively small-
scale operations, with little growth potential, whereas em-
ployer-enterprise birth rates (those enterprises that engage
additional personnel) are perhaps of more interest to policy-
makers (see Figures 5 and 6).

Figure 5: Employer-enterprise birth rates, business
economy (NACE Rev. 2 Sections B to N excluding
K64.2),2009 (")

(%)

Avg. ()
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(") Employer enterprise birth rate: newly born employer enterprises as a proportion of all
active employer enterprises.

() Average composed of available countries shown in graph.

Source: Eurostat business demography — employer data collection (online data

code: bd_9f_sz_cl_r2). See also http://epp.eurostat.ec.europa.eu/portal/page/

portal/european_business/special_sbs_topics/business_demography

The turnover rate of firms in a country’s economy is the net
result from adding both firm births and firm deaths - it may
be an indicator of business dynamism:

eurostat m Entrepreneurship determinants: culture and capabilities

Figure 6: Business churn rates, business economy (NACE
Rev. 2 Sections B to N excluding K64.2), 2008 (') (3)
(%)

Avg. ()

(") Business churn: birth rate + death rate.

(%) Czech Republic, France, Italy, Hungary and Portugal, information on deaths is provisional.
(%) Average composed of available countries shown in graph.

Source: Eurostat business demography — employer data collection (online data codes:
bd_9f sz_cl_r2 and bd_9d_sz_cl_r2). See also http://epp.eurostat.ec.europa.eu/
portal/page/portal/european_business/special_sbs_topics/business_demography

For policy purposes, there is also particular interest in those enter-
prises that display particularly rapid rates of growth. This sub-group
of enterprises are likely to have behaved in an atypical fashion, in
that they are likely to have done something different or new in terms
of product or process development, in order to achieve such rapid
growth. This gives rise to two important indicators that measure the
turnover and employment growth among high-growth enterprises.
Note that this measure is applied to all enterprises, thus also captur-
ing the growth of older firms that may continue to innovate.

The definition of high-growth enterprises can be further re-
stricted in terms of the age of the enterprise to focus on what
are termed gazelle rates of turnover and employment growth;
these indicators are based on high-growth enterprises that
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are up to five years old. Eurostat has been analysing high-
growth employment in pilot data collections since 2005. See
Figure 7 below for the latest available data:

Figure 7: High-growth firm rate by employment,
business economy (NACE Rev. 2 Sections Bto N
excluding Ké4.2), 2009 (")

(%)

Avg. ()
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(") Share of high growth enterprises in the population of active enterprises, measured in em-
ployment; all enterprises with average annualised growth greater than 20 % per annum,
over a three year period.

(?) Average composed of available countries shown in graph.

Source: Eurostat business demography — employer data collection (online data

code: bd_9n_r2). See also http://epp.eurostat.ec.europa.eu/portal/page/portal/

european_business/special_sbs_topics/business_demography

A subpopulation of high-growth firms are those enterprises
that are relatively young, in the observed case up to 5 years
old. They are often called ‘gazelles.

Figure 8: ‘Gazelle rate’ by employment, business
economy (NACE Rev. 2 Sections B to N excluding
K64.2), 2009 (")
(%)
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(") Share of young high growth enterprises in the population of active enterprises, measured
in employment; all enterprises up to 5 years old with average annualised growth greater
than 20 % per annum, over a three year period, should be considered as gazelles; enter-
prises with ten or more employees.

(%) Average composed of available countries shown in graph.

Source: Eurostat business demography — employer data collection (online data

code: bd_9n_r2). See also http://epp.eurostat.ec.europa.eu/portal/page/portal/

european_business/special_sbs_topics/business_demography

Performance measures

In a conceptual framework it is possible to imagine a direct
link between these performance measures and the impact
that entrepreneurs and entrepreneurship have on the econ-
omy as a whole (for example, an x % increase in the number
of high-growth enterprises results in a y % increase in GDP).
However, much of the impact of entrepreneurship is yet to
be fully understood. Indeed, one of the main ideas behind
the typology constructed within the Programme is to pro-
vide the necessary inputs for researchers who are willing to
investigate any such links.

It is hoped that the results of academic research will populate
the sub-headings in this final tier. A wide range of poten-
tial measures exist — but until their interaction with perfor-
mance measures is further explored, it is difficult to deter-
mine appropriate measures.

o Creation of more and better job
o Economic growth

o Poverty reduction

Future developments

Eurostat’s multi-annual programme on the Modernisation
of European Enterprise and Trade Statistics (MEETS (%))
provides increased financing for the development of en-
trepreneurship indicators. Coupled with existing data col-
lections on factors of business success and business de-
mography, it is hoped that policy-makers and academics
will increasingly refer to this source of information in an
attempt to understand this economic phenomenon. The
joint OECD/Eurostat Entrepreneurship Indicators Pro-
gramme will continue and increased efforts will be made to
persuade additional countries to produce core indicators for
entrepreneurship.

) http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/MEETS_
programme.
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A Framework for
Addressing and Measuring
Entrepreneurship (')

Nadim Ahmad (?) and Anders Hoffmann (3)

Background

The recognition that entrepreneurship and entrepreneurs are
important drivers of economic growth, employment, innova-
tion and productivity has been long understood by analysts
and economic theoreticians. Indeed, it dates back centuries
if one considers the work of Cantillon, the first academic to
explicitly attempt to define, and describe the role of, entrepre-
neurs. It was however not until the 1990s that the term ‘en-
trepreneurship’ became a buzzword both in the media and in
political debate. Newspapers were full of success stories about
self-made billionaires and politicians wanted to support and
encourage their endeavours more widely.

This recognition has accelerated since the mid-1990s, with
policy makers in many countries and international organi-
sations beginning to recognise explicitly the importance of
entrepreneurship and making general statements about their
commitment to increasing entrepreneurship or, at least, to
improving the entrepreneurial environment (Lundstrom and
Stevenson, 2005, Hart, 2003; OECD, 2007a). Their commit-
ment may be realised by removing obstacles or via more di-
rect, targeted actions such as subsidies for example.

However, the pursuit and development of these policies,
namely the factors that affect and benefits of, entrepreneur-
ship, are still hampered by the limited, albeit growing, empir-
ical information relating to these factors and benefits. Where
there are policy references to entrepreneurship, most simply
equate it with small and medium sized enterprises (SMEs)
in general, or even numbers of self-employed (Hoffmann,
2007). Neither of which fully captures the totality of entre-
preneurship, as we show later.

This, in part, reflects the greater availability of statistics on
SMEs and the self-employed but it also reflects the general
ambiguity relating to entrepreneurship. What compounds
this ambiguity is the need for policy makers, particularly
those in Europe, to be able to make international compari-
sons of entrepreneurship. In the absence of definitions that
capture the essence of entrepreneurship therefore, and entre-
preneurship indicators that are internationally comparable,
policy makers are left somewhat rudderless when it comes to

(") The chapter was previously published by the OECD. The authors wish to thank all members of
the Steering Group of the joint OECD/Eurostat Entrepreneurship Indicator Programme for com-
ments and inspiring discussions.

(*) Nadim Ahmad, Head of Division, OECD Statistics Directorate, Email: nadim.ahmad@oecd.org

() Anders N. Hoffmann, Deputy Director-General, Danish Business Authority, Email: andhof@erst.dk
Website: www.ebst.dk

developing policies, particularly when they relate to learning
from international best-practice.

However, that said, even in the absence of an internationally
accepted and comparable definition of entrepreneurship, the
situation regarding the availability of indicators has begun to
improve in recent years.

Many countries now recognise entrepreneurship policy as
a separate field and, as a consequence, have taken steps to
improve the measurement of entrepreneurship at the na-
tional level. At an international level, programs by the World
Bank, Eurostat and private organisations such as the Global
Entrepreneurship Monitor, have also started to develop in-
ternationally comparable data. But it is fair to say that very
few, probably none, of these efforts capture or embody entre-
preneurship, neither conceptually, nor empirically, in a com-
prehensive manner, and, in fairness, none explicitly claim to,
since all recognise that entrepreneurship is a multi-faceted
phenomenon of which they measure one or some aspects.
Moreover, it is important to note that developments at the
national level rarely provide for international comparability.

The Entrepreneurship Measurement
Framework

These shortcomings and the growing importance of entrepre-
neurship in the policy domain have magnified the need for a
sounder basis for internationally comparable indicators of en-
trepreneurship. But the measures, and the framework, need to
indicate not only the levels of entrepreneurship, but also the
factors that determine these levels, and, ultimately, the role or
impact that the entrepreneurial activity has in meeting policy
targets. After all, creating a more entrepreneurial economy is a
means to an end, and not the end in itself.

Given its experience in international data development, many
countries and groups turned to the OECD for assistance and
guidance in developing such a framework by capitalising on
its international networks of statisticians, analysts and policy
makers. The OECD 2004 Istanbul Ministerial Conference on
SMEs and Entrepreneurship made strong and explicit rec-
ommendations on the needs for, and development of, more
comprehensive and comparable data. In 2005/06, the Kauft-
man Foundation of the United States approached the OECD
and offered funding for a Scoping Study to determine the fea-
sibility of developing high quality, comparable international
data on entrepreneurship and its determinants. In addition,
the International Consortium on Entrepreneurship (ICE),
a Danish-led international consortium, has also provided
funding for various specific data development projects.

These initiatives and requests led the OECD to create an
Entrepreneurship Indicators Programme (EIP) (*) that has

(%) For more information on the EIP including feasibility studies and meetings that have
been instrumental in the development of the framework, see www.oecd.org/statistics/
entrepreneurshipindicators. This work has been supported by a grant from the Ewing
Marion Kauffman Foundation of the United States, though the content and outputs of
the Programme are solely the responsibility of the OECD. (See http://www.kauffman.org/).
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been at the vanguard of investigations and developments
that seek to improve our current understanding and meas-
urement of entrepreneurship. The work of the EIP continues
but the cornerstone of its activities is the development of the
framework presented in this paper and indeed the ability to
marshal and motivate resources from across statistical insti-
tutions, ministries and research institutes, as well as within
the OECD, to engage in the framework’s crystallisation.

Clearly, the development of such a framework is a formida-
ble challenge. Entrepreneurship is after all a phenomenon that
manifests itself throughout the economy in many different
forms with many different outcomes, and these outcomes are
not always related to the creation of financial wealth, for ex-
ample they may be related to increasing employment, tackling
inequalities, or indeed, increasingly, environmental issues.

The challenge therefore is to develop a framework that pro-
vides the means to tackle these diverse outcomes and mani-
festations whilst at the same time remaining focused on the
measurement of entrepreneurship. Key to this is a definition
that captures the essence of entrepreneurship, one that is able
to encompass these diverse issues, whilst at the same time
remaining focused and most importantly measureable.

The OECD definition (OECD, 2007b) is described below. Its
focus is deliberately to target business related entrepreneur-
ship, and, so, explicitly ignores social entrepreneurship. That
is not to undermine the importance of social entrepreneur-
ship (°), merely to say that the definition sets out to capture
a particular aspect of entrepreneurship related specifically to
businesses, since the interests of the OECD and the bodies
that have been participating and supporting the OECD in
this work are in this domain.

The definition considers three components: Entrepreneurs,
Entrepreneurial Activity and Entrepreneurship.

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

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

« Entrepreneurship is the phenomenon associated with en-
trepreneurial activity.

More information on the rationale for the definitions can be
found in the paper cited above but for the current paper, it is
sufficient and instructive to mention a few points.

o The first relates to an important distinction between En-
trepreneurs and Entrepreneurial Activity. Where there are
entrepreneurs, there will always be entrepreneurial activity

(*) Indeed the measurement of social entrepreneurship brings many new conceptual and
practical difficulties to the table, chief amongst these being data availability, which is
much scarcer than data relating to businesses.
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but it is important to note that the latter is not dependent
on the existence of the former. This is important because
the OECD definition recognises that individuals within
businesses may demonstrate entrepreneurship without
necessarily having a stake in the company. This means that
all companies, even those without an entrepreneur at their
helm, can be entrepreneurial. Companies owned by share-
holders or trust funds for example and managed/run by
salaried directors can still be entrepreneurial and the way
they operate their businesses in identifying and exploit-
ing new products, processes or markets can be of benefit
to other businesses owned and managed by entrepreneurs.

The second point, which follows from the first, is that en-
trepreneurs and entrepreneurship are not concepts that
relate exclusively to small businesses or the self-employed,
as many studies, through expedience, have often assumed.
The OECD view is that entrepreneurship as a definable
phenomenon reflects certain characteristics that relate to
the processes through which it is manifested, namely, the
creation of value through the identification and exploita-
tion of new products, processes, and markets and this is
not uniquely the preserve of small companies or entrepre-
neurs, important though these are to the entrepreneurial
process. Moreover, it is important to avoid a definition that
is possibly counter-productive from a policy perspective.
Clearly, large companies can be entrepreneurial and it is
important that these companies are not ignored when for-
mulating entrepreneurship policies.

The third ties entrepreneurship very closely to the idea that
there is something different about entrepreneurial busi-
nesses that sets them apart from other businesses; namely
they’re in the business of doing something new, whether
that be by creating/identifying new processes, products
or markets. Not all businesses are entrepreneurial, indeed
not even all new businesses are necessarily entrepreneurial
(which has important consequences for the framework
and supporting indicators we develop below and how they
should be interpreted).

The fourth hinges very much on the ‘seeking. Many stud-
ies of entrepreneurship investigate and focus only on those
entrepreneurs or entrepreneurial businesses that succeed.
Failure is a very important part of the entrepreneurial
process and much can be learned from understanding it.
Entrepreneurs who failed were still entrepreneurial and,
indeed, entrepreneurs.

The final point concerns ‘value’ Policy makers are inter-
ested in facilitating or encouraging the growth of entrepre-
neurship because it is recognised as a force for good. How
this ‘good’ is achieved, indeed, determining what is ‘good’
is the role of the policy maker. These ‘goods’ or objectives
are about creating value in one domain or another, and, as
noted above, these can be very diverse. Therefore, ‘value’
covers both monetary and non-monetary returns. These
values are, naturally, identified as objectives or targets by
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policy makers, who will then develop policies designed to
achieve these targets although clearly they are carried out
by entrepreneurs and entrepreneurial firms. Some coun-
tries for example will focus on entrepreneurship’s contribu-
tion to economic growth. Other countries however might
focus on entrepreneurships contribution to solving envi-
ronmental problems or its contribution to social inclusion.

Given the diversity of outcomes and manifestations, it stands
to reason that no single indicator can ever adequately cover
entrepreneurship, especially given the different objectives.
Indeed the same holds true for the number of entrepreneurs.
True, one could arrive at a single indicator reflecting the num-
bers of persons that satisfy the necessary criteria, in the same
way, for example, that one can provide an indicator describing
the number of innovative firms, but this single indicator will
not be able to reveal the full picture. Some of these entrepre-
neurs, for example, will have limited growth potential, (reflect-
ing the value embodied in their idea, or their own attributes/
experiences and motivation, for example push versus pull en-
trepreneurs). Others, for example, will have enormous growth
potential that can be measured both ex ante and ex poste.

One could argue that one could measure entrepreneurship
ex post, in much the same way that one can measure GDP
ex poste but this is too simplistic and overlooks the fact that
the outcomes, or impacts, of entrepreneurship can manifest
themselves in different ways that are not additive, for exam-
ple, job creation and (GDP) related value-added. As such, it
is obvious that the framework needs to be the vehicle that
provides policy makers with the tools (in this case, indica-

tors) needed to tackle whichever entrepreneurship related
objective they determine. This reflects not only the meas-
urement of any particular target indicator, for example, the
number of firms producing new products, but also the fac-
tors that determine or influence these target measures.

The framework (Figure 1) therefore identifies three separate
but inter-connected flows, all of which are important in the
formulation, assessment and appraisal of policy measures:
‘determinants, ‘entrepreneurial performance, and ‘impact,
where: ‘determinants’ reflects the key factors that affect ‘en-
trepreneurial performance’; ‘entrepreneurial performance’
reflects the target indictors that policy makers believe have
an impact on some or many ultimate objectives (impacts).
Each of these is described in more detail below.

For simplicity however, and to assist interpretation, the basic
idea behind the Conceptual Framework can be illustrated by
means of an analogy. Passengers want to get from A to B by
time t (reflecting the policy objective, Impact). There are vari-
ous means of transport available, some more costly than oth-
ers, with each means having many variants, (engine size, fuel
consumption etc., which collectively form the Determinants).
During the journey, passengers are informed whether they are
heading in the right direction and on time via speedometers
and GPS readings, (the Performance indicators). Different
passengers (policy makers) will, of course, want to go to differ-
ent places and get there at different times (different Impacts),
using, whether by design or necessity, a mode of transport
(Determinant) that reflects the price they’re willing to pay for
a certain level of comfort.

Figure 1: The OECD/Eurostat framework for Entrepreneurship Indicators

Source: OECD, Eurostat

In terms of understanding the evolution of the database it’s
perhaps easier to consider the development from a top-down
approach, that is, by considering the ultimate goals of policy
makers vis-a-vis entrepreneurship policy, drawing, of course,
on the collective knowledge gained from the many empirical
studies that have investigated the ‘impacts’ of entrepreneur-
ship in recent decades.

Impacts therefore reflect the ‘valu€’ created by entrepreneurs and
entrepreneurship. As noted above this value can be manifested
in a number of ways, for example a macroeconomic variable
like GDP growth or employment, or indeed some other meas-
ure such as Gini coefficients reflecting income distributions or
reductions in the size of the ‘informal sector and corresponding
increases in the ‘formal (registered, tax-paying) sector .

Entrepreneurial performance measures the entrepreneurial
actions that are instrumental in delivering the impacts. Given

Entrepreneurial
Performance

the multitude of possible impacts, it follows that there is also
a multitude of entrepreneurial indicators. Different countries
will therefore choose to focus on different indicators of per-
formance depending on their policy objective (the value they
wish to create).

What we can say about the links between the performance
measures and impacts however is, of course, based on prior
analyses that have demonstrated these links. Naturally, it is
expected that the creation and application of this framework
across national statistical offices will improve our under-
standing of the role that various aspects of entrepreneurship
play in delivering these impacts, and indeed provide a com-
parable basis that facilitates the production of international
analyses and comparisons.

The indicators included within ‘entrepreneurial perfor-
mance, and developed by the OECD EIP and its partners
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comprise, therefore, a basket of indicators that are gener-
ally thought to reflect entrepreneurship, and, indeed, that
fit within the definitions outlined by the OECD. The indica-
tors themselves are not revolutionary, but what is arguably
revolutionary is the framework, which brings them togeth-
er for the first time and provides an important and unique
rationale for their collection across countries. Indeed, many
of the indicators will be produced for the first time in many
countries.

A myriad of underlying environmental and sociological fac-
tors coupled with the personal attributes of entrepreneurs af-
fect the outcomes of the entrepreneurial process. All of these
factors and attributes are expressed in the determinants for
entrepreneurship.

The model recognises other relationships between the main
components, in addition to those that flow from left to right
(indeed, between the subcomponents too). For example, the
model postulates that Determinants can alter the amount and
type of Entrepreneurial Performance, which in turn leads to
changes in an Impact category, such as economic growth. But
economic growth itself will have an impact on Determinants,
by affecting ease of access to finance, for example. Or a buoy-
ant economy might encourage more entrepreneurs to take
the steps to implement a business idea even if the Determi-
nants are unchanged.

This model establishes a simple framework so that consist-
ent, comparable and relevant data collection can proceed.
Such data will help analysts to understand the interactions
that may exist and target policies more appropriately.

The sections that follow provide a detailed description of
each of the subcomponents that have been identified by the
OECD and its partners for each of the three main groups de-
scribed above.

Impact of Entrepreneurship

The major social and economic objectives related to en-
trepreneurship in the context of this framework have been
identified as job creation, economic growth, poverty alle-
viation and the formalisation of the informal sector. Each
of these objectives can be more precisely defined in terms
of further specific objectives such as export growth or
higher numbers of registered enterprises, self-employed,
etc., which provide indicators for part or all of the more
macro ‘impact’ indicators. Fortunately, most of these indi-
cators have meanings and uses beyond entrepreneurship
studies or policy making and so their availability and in-
ternational comparability are for many countries unlikely
to be limited.

m Entrepreneurship determinants: culture and capabilities

Perhaps the most important point to make here however is
that of the three major flows in the framework this is argu-
ably the least important in the context of this frameworK’s
objectives — to improve and motivate the quality and avail-
ability of information pertaining to entrepreneurship, since
most of these indicators are already readily available.

Policy makers and analysts who draw on this framework are
almost certainly more likely to draw and on use the indi-
cators within the ‘determinant’ and ‘entrepreneurial perfor-
mance’ sections to determine whether they correlate with
any potential ‘impact’ indicator they wish to affect/analyse,
irrespective of whether they are included as one of the ‘im-
pact’ indicators identified in this framework.

Moreover one needs to recognize that the ‘impact’ of entre-
preneurship performance indicators on these macro-based
objectives is not always so transparent and, indeed, rarely
singular, in the sense that they are only affected by the iden-
tified performance indicators. Jobs created in a new firm,
for example, will potentially affect employment in other
firms, so the general equilibrium effects of these new jobs
will depend on the functioning of the total economy. In-
deed the same is true, and arguably more so if one considers
new firms created through Schumpeterian creative destruc-
tion processes.

In that sense, one could argue that the necessity to identify
‘impact’ indicators is limited. But their role in the framework
is essentially to illustrate the theory that policy measures,
introduced at the determinant level, stimulate increases in
the performance indicators that have an impact on the fi-
nal policy objective. Returning to the analogy made earlier
regarding transport, one could say that we are interested in
providing the wheels, wings, hulls, engines, seats, speedom-
eters and GPS systems that allow passengers to get to where
they want to. We also provide some examples of the most
popular destinations but ultimately it is the passengers who
decide where they want to go.

Figure 2 below shows the framework with the key ‘impact’
sub categories included. Partly reflecting the reasons out-
lined above, no indicators are currently identified within
these sub-categories although many are clearly obvious
candidates, such as GDP growth, Gini coeflicients, employ-
ment indicators, average/median wages and salaries, relative
poverty etc. As the framework is utilized by analysts and the
links between the performance indicators and specific im-
pacts become clearer, on the basis of empirical evidence, it
will be easier to populate these sub-categories with indica-
tors. All the same, the EIP and its partners will work in the
short to medium term to develop this section further to in-
clude specific indicators.
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Figure 2: The OECD/Eurostat framework for Entrepreneurship indicators — adding categories

for entrepreneurial impact

Source: OECD, Eurostat

Entrepreneurial performance

Given the multi-faceted nature of entrepreneurship, the
identification of a single indicator that measures it is non-
trivial, and, moreover, given the different ways its impact can
be measured, arguably, not the best course of action.

As such, we are not proposing a single measure to under-
stand and compare the amount and type of entrepreneurship
that takes place across countries. In this sense, our approach
is to define a range of indicators each of which paint part
of the overall picture. A picture that necessarily varies ac-
cording to the viewer’s perspective (impact target) and our
approach recognises the need for policy analysts to be able
to understand and distinguish between the different types of
entrepreneurship and their different impacts.

The segmentation of the total entrepreneurship popula-
tion is critical for two reasons. First, it is difficult to identify
measures that will capture all entrepreneurs, for example,
especially on a comparable basis across all countries in the
short-term, although this is a longer term objective. Second,
the total population of entrepreneurs are engaged in many
different types of entrepreneurial activities and only some of
those will be of interest to a given country’s policy-makers.

Furthermore, while some policies may enhance or restrain
overall entrepreneurship, most policy instruments will tar-
get particular types of entrepreneurship. Thus, it is critical
that analysts and policy-makers are able to measure clearly
the specific categories of entrepreneurship they are trying
to affect (using the speedometer and GPS systems in the
transport analogy). In order for countries to benefit from
the experience of others, it is also essential that the Entrepre-
neurship Indicators we are developing support comparisons
across countries by type of entrepreneurship.

Thus, our list of core Entrepreneurship Indicators identifies
a number of indicators that each target, to varying degrees,

Entrepreneurial
Performance

Job Creation

Economic Growth

Poverty Reduction

Formalising the
Informal Sector

different aspects of entrepreneurship and different types of
entrepreneurs. So, for example, whilst we include the total
number of business owners in an economy, including the
self-employed, as being an important indicator, we also place
high priority on measuring the creation of firms with em-
ployees, the number of high-growth firms and the number of
young, high-growth firms (gazelles). Indeed one might view
these indicators as reflecting some evolution of entrepreneur-
ship on a scale of ‘impact’ importance. High-growth firms
require the creation of a firm, typically with employees, and
many firms with employees, started out as one-man shows.

The indictors that we have identified below recognise that no
measure or combination of measures will capture precisely the
firms that meet the definition of entrepreneurship embodied
above, which is multi-faceted both in its various manifestations
and in its impacts. It is important to recognise too that the indi-
cators are in some respect merely proxies for entrepreneurship
or entrepreneurs. Not all new firms are truly entrepreneurial, as
we define it above (create value through the identification and
exploitation of new products, processes or markets), nor will
all high-growth firms embody entrepreneurship. Moreover, in
some cases the growth will not reflect entrepreneurship at all,
and indeed, it may reflect the very antithesis of entrepreneur-
ship, for example, firms in monopoly positions can experience
rapid growth that is unrelated to entrepreneurship.

But the inclusion of these indicators reflects the pragmatic ap-
proach necessary in the formulation of such a framework. In
other words, it needs to be recognised that the framework in-
creases our understanding of entrepreneurship by providing
indicators that describe various aspects of the entrepreneur-
ship process and at the same time that need to be measur-
able in a harmonised, achievable and comparable way across
countries. So, whilst it is recognised that entrepreneurship is
about creating value through the identification and exploita-
tion of new products, processes and markets it is also recog-
nised that achieving indicators that measure exactly this phe-
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nomenon in a comparable way present formidable challenges
for many countries (OECD 2007b). Thus, we must develop
indicators that can be added to this framework in the future
as the statistical capacity within statistics institutes improves.

What is also important is that each indicator provides a spot-
light on a specific aspect of the multi-faceted phenomenon
that is entrepreneurship. Depending on where countries are
on this scale and on which policy objectives they wish to
tackle (how far away they are from their preferred destina-
tion), this suite of indicators will provide international com-
parability and assist in policy formulation.

In theory, a single indicator describing the number of entrepre-
neurs in an economy is realisable for all OECD economies, and
the feasibility of creating such an indicator in practice has played
a large part in determining the definition of entrepreneurs.

However, it must also be recognised that providing such
statistics at the present time is beyond the reach of many
OECD statistical offices using readily available data. To do
so would require, in many cases, new data collection mech-
anisms and surveys that measure the number of entrepre-
neurs that have identified and exploited new products, pro-
cesses and markets.

This is clearly achievable but is more a longer term objective,
which in turn will require experts in the field to provide working
and practical definitions for ‘new’. Given this situation, one could
argue that the development of this framework is premature. But
that view is incorrect since it is the framework itself that is likely
to provide the catalyst and motivation for statistical offices to
work towards this longer-term objective. The same criticism
would be even less relevant for entrepreneurship, where a single
indictor, that does not at the same time reduce the potential ar-
eas of impact, is not considered possible, even in theory.

The indicators described in this framework for entrepreneurial
performance, therefore, should be seen as tools that improve
our understanding of ‘pure’ entrepreneurship and indeed can

be viewed as measures that have loose or strict interpreta-
tions of ‘new’ as in ‘new products, processes or markets. All
new businesses or increases in self-employment for example
could be considered as creating new markets if one takes a
liberal interpretation of ‘new’ for example. Moving further
down the spectrum one could equally argue that indicators of
high-growth enterprises, which are more likely to have dem-
onstrated ‘pure’ entrepreneurship, take us closer to the OECD
definition. The most important point to recall, however, is that
all of the indicators are meaningful in the context of entrepre-
neurship analyses and policy making and, most importantly,
measurable across most, if not all, OECD countries.

Entrepreneurial Performance Indicators

The approach used to determine the indictors described be-
low, which are the result of many meetings of the EIP and
Eurostat workshops, has been to focus on the creation of
new value; recalling that ‘value’ is multi-dimensional and
that ‘new’ relates to products, processes or markets. It is im-
portant to state up-front that the list is preliminary; one that
will be expanded over-time as the statistical capacity within
statistics institutes expands in response to the needs and an-
ticipated momentum provided by the establishment of this
framework. The current list therefore reflects indicators that
are currently realisable, although of course, they also reflect
relevance. Importantly they are also realisable without im-
posing any increased burden on statistical offices, since they
tap into commonly and readily available and high-quality
sources such as business registers and labour force surveys.

In addition to the overarching principles concerning ‘new’ and
‘value’ above, the framework has a further typology that catego-
rises the indicators by indicator type. The first group are those
relating to firms. The second and third correspond closely to
‘impacts’ in terms of employment and what has been provision-
ally described as ‘wealth’ This ‘wealth’ subcategory could just as
easily be described as ‘other] given the relatively heterogeneous
nature of the indicators it embodies, see Figure 3 below.

Figure 3: The OECD/Eurostat framework for entrepreneurship indicators — adding categories

for entrepreneurial performance

Source: OECD, Eurostat
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Defining ‘new’ is non-trivial, especially as it is relatively subjec-
tive, and as noted above, will require further discussions within
the statistical community. A new market for example could be at
the global, national, local or even at street level. Each defini-
tion saying something different about the overall impact on
the national economy and indeed, sometimes, beyond.

Selecting the basis for ‘new’ in this context will ultimately
require the construction of some convention and indeed
the very idea of a ‘market. Moreover it implicitly requires
strict lines to be drawn that exclude most replicative, as op-
posed to innovative (new processes and products), business
owners from being entrepreneurs, for example. If ‘new’ is
defined at the global level for example no firms that merely
replicate ideas (processes/products) in other countries will
be seen as entrepreneurial.

If new is defined at the national level on the other hand,
only those replicative firms that copy an idea from another
country, and not those that copy ideas already adopted in
the same country, will be entrepreneurial. Without preju-
dicing the deliberations needed in the future, removing
these types of businesses and business owners from the en-
trepreneurial mix is arguably a step too far. To take an ad
absurdum example, if there were only 100 new ideas (prod-
ucts and processes) a year and every country absorbed
these ideas, and ‘new’ was defined as new to the ‘national’
market, every country would have 100 exactly new entre-
preneurs a year.

The approach of the framework, therefore, is to recognise
that this is an issue for the future but to provide indica-
tors that proxy the essence of entrepreneurship and entre-
preneurs that the OECD definitions capture whilst, all the
while, remaining relevant and measureable.

We begin by considering the number of entrepreneurs. The
actual amount, of course, is explicitly tied to the definition
of ‘new’. But if we consider a very liberal interpretation of
‘new’ such that any new business is the manifestation of
something new then the number of new business owners
(business ownership start-up rate) provides a measure of
the number of new entrepreneurs and the number of new
businesses a measure of new entrepreneurial businesses.
Equally, and by extension, the number of business owners
(business ownership rate) provides a measure of the num-
ber of entrepreneurs.

Taking a less liberal, stricter, interpretation of ‘new’ one can
consider the number of new business creations with em-
ployees (employer enterprise births). This assumes that the
novelty or newness of the businesses idea or market can be
better demonstrated by its size, as compared to business
start-ups without employees (self-proprietor, self-employed
businesses), which in many cases will reflect low scale oper-
ations with little growth potential or economic significance,
such as hobby activities. Moreover OECD studies (OECD
2006) have shown that this concept provides for a higher

level of international comparability than those that reflect
all business creations.

Going one step further up the scale of defining ‘new’, one
can consider that those firms that have demonstrated rapid
growth have passed a higher threshold of ‘new’ It is as-
sumed there was something significantly different about
their product or process or market that led to significant
growth. This line of thinking gives rise to two important
indicators in the framework: rate of high-growth firms
based on employment growth, and rate of high-growth
firms based on turnover growth. These measures explicitly
recognise that firms do not need to be new to be entrepre-
neurial. Older firms can demonstrate entrepreneurship too,
and indeed many do.

That said, one could tighten further the definition of ‘new’
and include the qualification that high-growth firms also
need to be young. This gives rise to two further measures:
rate of young high-growth firms based on employment
and rate of young high-growth firms based on turnover,
referred to in the framework as Gazelle rates based on em-
ployment and Gazelle rates based on turnover. In addition,
and in recognition of the Schumpeterian process of creative
destruction the corollary of employer-enterprise births is
employer firm deaths, which is also included in the list of
indicators below.

Given that it is difficult to define new, it is important to re-
iterate that the indicators described above and below are,
in the main, proxies for the OECD’s pure definition of en-
trepreneurship and entrepreneurs. As noted earlier, for ex-
ample, some high-growth enterprises will grow for reasons
that have little to do with entrepreneurship.

Some studies on entrepreneurship have used measures that
take estimates of the potential numbers of business owners,
including those individuals who aspire to it or who have
considered it as being a measure of entrepreneurship (latent
or otherwise) in an economy.

This is not an approach that we reflect in our framework,
partly because it stretches the interpretation of ‘new’ far
from its genesis, partly because until they engage in activity
they don’t create any realisable economic value, partly be-
cause it is subjective and does not lend itself well to interna-
tional comparisons, and partly because the information is
not generally available from official sources, Moreover, the
important information that could be gained from such data,
the number of individuals that actually start businesses, is
readily available and indicators for these are included in the
framework.

Additional indicators have been formulated by the EIP to
supplement the indicators described above and they require
little in the way of extra description. These include: business
churn (the addition of birth and death rates); net business
population growth (a measure of births minus deaths); sur-
vival rates after 3 and 5 years, the number of firms aged
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3 and 5 years old as a proportion of all firms with employ-
ees; the percentage of employees in 3 and 5 year old firms;
the average size of 3 and 5 year old firms; business owner-
ship rates (including the self-employed), business owner-
ship, the value-added share of young firms, the average
productivity of births, deaths, small and young firms and
their contribution to productivity growth, the innovation
performance of young and small firms and the export per-
formance of small firms.

Of these indicators, which are by no means exhaustive, six
are considered core, repeated below.

o employer firm births;
o rate of high-growth firms based on employment growth;
o rate of high-growth firms based on turnover growth;

o Gazelle rates based on employment;

o Gazelle rates based on turnover; and
« employer firm deaths.

This framework does not provide specific details on how all
of the indicators described above should be measured and
specified, but the core indicators described above are con-
sistent with the definitions described in the Eurostat-OECD
Manual on Business Demography Statistics. That Manual
reflects the collaboration of both institutions and many na-
tional statistics institutes and was recently endorsed by the
OECD Statistics Committee.

Figure 4 below describes the indicators described above
allocated to each of the three themes: firms, employment
and wealth. It should be noted that the typology is merely
to simplify the illustration since many of the indicators
could also have been allocated to one of the three other
themes.

Figure 4: The OECD/Eurostat framework for entrepreneurship indicators — adding indicators to the

categories for entrepreneurial performance

Entrepreneurial Performance

Firms

Employment

Wealth

Employer Firm Birth rate

High Growth Firm rate by
Employment

High Growth Firm rate by Turnover

Employer Firm Death rate

Gazelle rate by Employment

Gazelle rate by Turnover

Business Churn

Business Ownership Start-Up rate

Value-Added by Young or Small Firms

Net Business Population Growth

Business Ownership rate

Productivity Contribution,
Young or Small firms

Survival Rate, 3 and 5 Years

Employment in 3 and 5 Year Old Firms

Innovation Performance,
Young or Small firms

Proportion of 3 and 5 Year Old Firms

Average Firm Size After 3 and 5 Years

Export Performance,
Young or Small firms

Source: OECD, Eurostat

Each of the indicators can be further broken down to vary-
ing degrees into sub-sectors such as industrial sector, gen-
der, business size etc. Many of these can be produced using
currently existing data sources, particularly sectoral and
size breakdowns. Many others, however, will only be possi-
ble in the future as statistical capacities increase, for exam-
ple, breakdowns that describe the characteristics of entre-
preneurs, which are not currently readily achievable in all
OECD countries for example.

m Entrepreneurship determinants: culture and capabilities

Ideally, a perfect correlation between the indicators for entre-
preneurial performance and impact would exist. Countries
aiming at increasing GDP growth, for example, should be
able to pick a few performance indicators and expect that an
increase in those performance indicators will lead to higher
GDP growth. Some studies do, for example, focus on the link
between entry and economic growth (Audretsch and Thurik,
2000; Scarpetta et. al 2002; OECD 2003a; Brandt 2004a).
Much of the impact of entrepreneurship is still to be better
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understood so a perfect correlation between the performance
indicators and impact is not to be expected, but one of the
motivations of the framework is to provide the basis for
establishing the significance of these correlations, known
and unknown,

All the proposed performance indicators above are used
in various OECD member countries. Most of the indica-
tors are used in a comparative perspective. The optimal
level of new firm entry is for example unknown. Scotland
was one of the first countries to target number of business
start-ups in their 1993 ‘Business Birth Rate Strategy’ The
target was to close the gap with the rest of the UK. (°).

Other countries like Denmark target the number of
growth entrepreneurs. By 2015, Denmark aims ‘to be one
of the societies in the world where most growth enter-
prises are launched’ The share of growth entrepreneurs is
just one target in a larger strategy for ensuring growth and
employment in a time of increasing global competition.
The overall goal is to become one of the most competi-
tive economies by 2015. The Danes are therefore focusing
on entrepreneurship’s impact on growth and employment.
They want to fly towards a goal of being one the world’s
most competitive economies with high growth and full
employment and aim to use the share of high-growth en-
terprises as one of many indicators on the dashboard tell-
ing them whether they are flying in the right direction at
the right speed.

Determinants of Entrepreneurship

A country’s entrepreneurial performance depends on a
myriad of underlying factors coupled with the personal at-
tributes of entrepreneurs. In the travel analogy described
above, these underlying factors and attributes are the size
of the engine, mode of transport, size of wings, wheels,
chassis, price of fuel etc.

The framework brings these many factors together and
for clarity pulls them together within separate themes, de-
scribed below. It builds on many of the important contribu-
tions made to the literature in this area, such as Audretsch,
Thurik and Verheul (Audretsch et. al, 2002); the policy
framework developed in the works of Lundstrom and Ste-
venson (Lundstrém and Stevenson, 2005) and the Dan-
ish Entrepreneurship Index (Hoffmann, 2007), combined
with a pragmatic policy approach.

Many words and phrases are used in the literature to de-
scribe the factors affecting entrepreneurship (Schramm,
2006). But the differences between these various studies
are often largely semantic; most agree for example that en-
trepreneurs and entrepreneurship are created by a combi-
nation of three factors: opportunities, skilled people and
resources.

() http://www.scottish-enterprise.com/sedotcom_home/about_se/research-and-publica-
tions/business_birthrate_strategy.htm

These three factors are all affected by two important fac-
tors (themes): the surrounding regulatory framework and
culture.

Resources reflect access to capital, R&D and technology.
These are the factors that are important to entrepreneurs
and entrepreneurship in general. Indeed many studies on
entrepreneurship highlight capital as one of the most criti-
cal factors for success (EU, 2003). Capital covers all phases
of business life, from access to early seed funds to access
to the stock markets. R&D creates new inventions that
the entrepreneur and entrepreneurial businesses can turn
into new products or processes. The R&D in this context
should be understood as a resource that can be created or
purchased, whether directly or in an embodied or diffused
form.

Skilled people in this context relates to the capabilities of
the entrepreneur and access to other capabilities within
the entrepreneurial infrastructure (Lee et. al, 2000). In
other words, the entrepreneurial capabilities include the
human and social capital of the entrepreneurs. Entrepre-
neurial firms can exist without an entrepreneur at the
helm, reflecting the entrepreneurialism of employees but
this is not currently an explicit determinant that is being
developed as part of this framework but may be included
in later versions.

Opportunities are created by the market conditions in the
country. These market conditions include public involve-
ment in markets, competition in the markets, access to
foreign markets, procurement regulation and so on.

Entrepreneurship happens within a regulatory framework,
which affects performance. A combination of opportunity,
capabilities and resources does not necessarily lead to en-
trepreneurship if opportunity costs (e.g. forgone salary and
loss of health insurance) and start-up costs outweigh the
potential benefits. Since in this event, a rationale, potential
entrepreneur will not pursue the opportunity and will not
create value through a new product, process or market.

In this framework, the regulatory framework is defined
very broadly and includes all taxes, regulations and other
public rules and institutions affecting entrepreneurship.
All indicators that measure taxes, regulations or other
regulations that either increase or decrease the incentive
to entrepreneurial activities are captured in this theme.

Finally, culture affects all parts of the model and is in-
cluded as the final factor in the framework. Culture influ-
ences an entrepreneur’s behaviour, attitudes, and overall
effectiveness and, moreover, is often unnoticed by the en-
trepreneur (Ivancevich & Matteson, 1996). In this frame-
work, culture comprises each individual’s assumptions,
adaptations, perceptions and learning.

Entrepreneurship is also affected by basic macroeconomic
conditions. High unemployment, for instance, might be
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expected to increase the share of individuals motivated to
become entrepreneurs. Despite their obvious importance
for entrepreneurship however, these conditions are cur-
rently excluded from this framework.

Summarizing, six themes (access to capital, access to R&D
& technology, capabilities, market conditions, regulatory

framework and culture) describe the determinants affect-
ing entrepreneurial performance (Figure 5). These themes
are used as labels to guide and categorise the collection
and comparison of indicators of determinants of entrepre-
neurship.

Figure 5: The OECD/Eurostat framework for entrepreneurship indicators —

adding categories for entrepreneurial determinants

Source: OECD, Eurostat

Entrepreneurship Determinant Indicators

The six main thematic determinants of entrepreneurship
described above are affected by many different policy ar-
eas. Policy areas are, typically, not well-defined concepts
since they usually reflect a simple collection of policy in-
struments with similar objectives. For example, promot-
ing venture capital investments can be broken down into
more detailed modes of accessing capital such as loans,
venture capital or business angels. .

Additionally, policy areas might affect more than one de-
terminant. However, each policy area described below is
placed in relation to the determinant it is thought to affect
the most.

The number of policy areas described below reflects the
deliberations of the EIP and its partners and in particular
the workshops organised by Eurostat during spring 2007.
These deliberations resulted in a list of 38 policy areas

eurostat m Entrepreneurship determinants: culture and capabilities

Economic Growth

- Poverty Reduction
Formalising the
Informal Sector

(Figure 6). The list attempts to be as exhaustive as pos-
sible, in so far that it attempts to cover the most important
policy areas. But it is also seen as a starting point, allowing
additions and changes to occur over time as our collective
knowledge on entrepreneurship expands.

More details on each of the policy areas are described in
Annex 1. Further analyses will occur over time in order
to determine the critical policy areas for entrepreneur-
ship, and indeed the significance of each determinant
in creating or hindering entrepreneurship and entre-
preneurs and their relationship to the specific entrepre-
neurship performance indicators. And in this context it
is important to note that this may lead to a reduction in
the numbers of indicators identified in the framework;
some, for example, may have no or very marginal impact
on performance. But the important starting point is the
elaboration and development of this framework and col-
lection of indicators it supports.
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Figure 6: The OECD/Eurostat framework for entrepreneurship indicators — adding policy
areas for entrepreneurial determinants
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Source: OECD, Eurostat

Many of the determinant-indicators are already available, in-
deed this formed part of the rationale for their inclusion. For
example the International Consortium for Entrepreneurship
(ICE) collects and evaluates the quality of a number of readily
available entrepreneurship indicators each year (Hoffmann,
2006). The 2006 evaluation included 57 indicators relating to
determinants (Annex 2).

Many more however will still need to be developed and elab-
orated in a way that makes them as comparable as possible at
an international level, particularly those that are more sub-
jective in nature such as those within the culture theme. But
as already mentioned the development of the framework is
an important and necessary step to allow this to happen,

Clearly therefore further work is needed in collecting deter-
minant indicators. The steps forward need to be based on

policy priorities, and these priorities will vary from country
to country. However, some areas do seem to be part of the
debate in all countries. The OECD’s project ‘Micro-policies
for Growth and Productivity, for example, identified three
critical policy areas for fostering entrepreneurship — entre-
preneurial education, access to venture capital and bankrupt-
cy regimes (OECD, 2007). These three policy areas are also
mentioned in most national entrepreneurship reports.

Indicators on entrepreneurship education are clearly lacking.
Some indicators exist on venture capital but improvements
are needed to ensure international comparability. The World
Bank has done substantial work in the area of bankruptcy, so
the indicators in this area are relatively well developed (Do-
ing Business, 2007). Indicators of entrepreneurship educa-
tion and venture capital will therefore be towards the top of
the list of new indicators to be developed.

Entrepreneurship determinants: culture and capabilities m eurostat
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The OECD Micro-policy study also points to private busi-
ness advice services as an important area. No indicators exist
in this area, so again more work is needed. Finally, the OECD
study recognises the importance of taxes. Many indicators
are avaijlable on taxes but more detailed indicators need to
be developed.

All in all, the indicators of determinants require further de-
velopment especially in the areas of entrepreneurial educa-
tion, access to venture capital, business service and taxes,
where the demand is manifestly high. The objective of this
framework is to further motivate and indeed accelerate these
developments.
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Annex 1 — Description
of the Policy areas

in the Determinants

of Entrepreneurship

Policy areas affecting access to capital

Access to debt financing

The supply of debt capital via more traditional credit markets
is vital to entrepreneurial activity. Without a large and effi-
cient credit market to supply firms with efficient debt capital,
some entrepreneurs will face a financial barrier making it
impossible to seize opportunities. Governments can improve
domestic credit markets through initiatives to improve ac-
cess to debt capital in general or to entrepreneurs specifically.
The former includes regulation improving the efficiency and
competitiveness in credit markets by making debt capital
cheaper and more accessible. The latter includes fiscal guar-
anties for entrepreneurial loans, making banks more moti-
vated to help entrepreneurs.

Business Angels

Business angels are typically wealthy individuals who make di-
rect equity investments in the seed stage of companies, and they
tend to provide more managerial and business advice through
their greater personal involvement than institutional investors
do. Although data is scarce, it is believed that total funding by
business angels is several times greater than all other forms of
private equity finance. Governments in many countries try to
cultivate business angels by organising networks and giving
special investment tax incentives. Several countries have also
tried to improve information flows between angels and poten-
tial entrepreneurs that otherwise tend to be informal.

Access to Venture Capital

Venture capital is an important source of funding for poten-
tial high-growth ventures in need of significant capital for
development, growth and expansion. In order to enlarge the
domestic supply of venture capital, governments can either
take initiatives to develop national venture funds or improve
venture market regulation to grow existing venture mar-
kets. The former includes direct investments and the latter
includes relaxing legislation, making it more attractive (or
simply possible) for entities, such as pension and insurance
funds, to make venture investments.

Access to other types of equity

Not all firms’ needs can be met with venture capital but they
may still need equity financing to grow. Private equity and

the activities of related funds are of growing importance in
the context of globalization.

Stock Markets

An efficient stock market, a secondary stock market or ef-
ficient markets for buyouts are important in order to gather
the capital needed for the expansion of firms. Furthermore,
effective exit mechanisms increase the supply of venture
capital and also serve as an indirect source to more capital
in earlier investment phases. Most countries face the prob-
lem of obtaining a critical mass of new firms for a secondary
stock market.

Policies affecting access to R&D
and technology

R&D investment

Entrepreneurs play an important role in commercialising
R&D. Countries with high levels of R&D will produce more
possibilities for entrepreneurship than countries with low
levels of R&D. The R&D can both be private and public.

University/industry interface

Effective technology or knowledge transfer regulation opens
and speeds up the process of transferring public research into
business, thereby effectively creating new opportunities for
potential entrepreneurs. This regulation can be enhanced by
policies encouraging universities (and other institutions en-
gaged in research and development activities) to facilitate the
development of ventures based on publicly funded research.
Most importantly, legislation should develop the legal in-
frastructure that gives universities ownership of intellectual
property developed from publicly funded research as well as
the establishment of technology transfer offices that facilitate
joint ventures between companies and universities.

Technological cooperation between firms

Existing firms can play an important role in developing en-
trepreneurship in new and younger firms either through cor-
porate venturing or by actively working with these firms. The
willingness of established firms to use new firms as suppliers
or partners plays a crucial role in the development of their
entrepreneurship. For example, the success of Silicon Valley
compared to the Boston area in the early 1990s has been ex-
plained by the more open attitude to co-operation in Silicon
Valley.

Technology diffusion

It is not only directly acquired or created R&D that benefits
entrepreneurs. Many entrepreneurs simply using existing
technology in new ways and benefit from the uptake and dif-
fusion of these technologies.
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Broadband access

Broadband access is included as a separate policy areas even
though it is part of technology diffusion, as broadband gets a
lot of policy attention in many countries.

Patent system, standards

The final resource is patents. Entrepreneurs can buy patents
or protect their own product through the patent system. Sev-
eral studies indicate a positive relationship between patent
protection and entrepreneurial activities.

Policies affecting entrepreneurial
capabilities
Training and experience of entrepreneurs

Training of entrepreneurs takes many forms (for example
management training) and is offered in most countries as
part of a public entrepreneurial support system. Another
way to acquire skills is through experience. In this context
serial entrepreneurs play an important role. But, often this
role is not fully appreciated and so failed entrepreneurs are
not always able to restart due to legislative barriers, such as
bankruptcy legislation or indeed excessive time and costs
involved in restarting a business.

Traditional Business Education

Traditional business education, including basic account-
ing, marketing and finance, are without doubt important
attributes not only when running a company, but also
when starting a company. Differences in the magnitude
of business education among developed countries are
significant. Some countries include basic business edu-
cation in the core curriculum in both primary and sec-
ondary schools, whereas in other countries it is available
only through electives or at dedicated business schools.
The former approach obviously ensures that a greater
share of the population possesses the basic business skills
needed to run a company. Policy initiatives could ensure
that basic business skills are acquired over a broad range
of educations.

Entrepreneurship Education (skills)

In order to strengthen entrepreneurial abilities through
education, teaching methods must be refined from primary
schools to universities. Activities that go beyond traditional
teaching, such as dedicated entrepreneurship centres, intern-
ships, teacher and advisor education, and research are neces-
sary for success. Policy initiatives should ensure the supply
and quality of entrepreneurship education. This education
can be aimed at increasing the skills needed to succeed or
aimed at creating an entrepreneurial mindset. The mindset is
included under culture.

m Entrepreneurship determinants: culture and capabilities

Entrepreneurship Infrastructure
(Public and Private)

A strong entrepreneurship infrastructure consists of tightly
linked regional networks of skilled and specialised advisors
with relevant skills and knowledge that assist entrepreneurs,
thereby effectively increasing the abilities available to poten-
tial entrepreneurs. Advisors can range from lawyers and ac-
countants to experienced entrepreneurs to domain experts
at universities. As such non-governmental involvement is
vital to sustaining entrepreneurial networks. Governments
can take an important role by initiating and developing the
infrastructure.

Immigration

Immigrations can be another way of increasing the pool of
capable entrepreneurs. Studies for example indicate that a
large part of the U.S. tech boom over the past 20 years has
come from their ability to pull in the best and the brightest
from India, Taiwan and other Asian countries.

Policy areas affecting market conditions
Anti-trust laws

Antitrust laws protect the markets from the misuse of market
power by dominant firms, or from anticompetitive collusion
by groups of firms, or from anticompetitive mergers, all of
which can deter entrepreneurship.

Competition

Competition and entrepreneurship have links both ways. En-
trepreneurship is an important contribution to competition
and competition is an important driver of entrepreneurship.

Access to the Domestic Market

Policies have only a limited impact on private demand.

Access to Foreign Markets

Globalisation has opened up for increased international op-
portunities for entrepreneurs. The decrease in trade barriers
and the integration of world markets have made it possible
for all types of companies — including new ones — to exploit
global opportunities. Even though trade barriers are decreas-
ing due to efforts from international organisations and, as
such, are out of the hands of national governments to some
extent, national governments can still initiate globalisation
programmes, which help or motivate entrepreneurs to look
abroad from the very birth of their firms.

Degree of public involvement

Minimising government activities and regulation in existing
markets creates new business opportunities within estab-
lished markets, thereby creating a larger demand for potential
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entrepreneurs while at the same time improving market dy-
namics. Rolling back government activities (such as the liber-
alisation of the telecommunication sector in several European
countries in the 1990s) or by deregulating the legal barriers
(such as relaxing the educational requirements for starting a
business in certain sectors) are two ways to improve access to
existing markets.

Procurement Regulation

Entrepreneurship friendly procurement regulation increases
the amount of government contracts for goods and services
awarded to new companies, thereby effectively creating bet-
ter opportunities for potential entrepreneurs. Procurement
regulation in the widest sense — including competitive ten-
dering schemes focused on the purchase of goods, services
or science with a potential commercial value — can be made
entrepreneurship friendly by encouraging governmental
bodies to allocate a specific share of their purchasing to new
companies.

Policies affecting regulatory framework
Administrative Burdens (entry and growth)

Administrative burdens comprise the amount of time spent
collectively to understand and fulfil requirements imposed
by governments or other authorities, such as new business
registration, filing taxes and financial statements, and under-
standing which rules and regulations the business is subject
to. They can discourage potential entrepreneurs by being
overwhelming and difficult to understand as well as being
beyond the entrepreneur’s own abilities to fulfil. In countries
with substantial administrative burdens, studies show that
both job creation and employment settle at lower levels as
a result. Policy initiatives to relieve administrative burdens
include relaxing the legal demands required to start and run
a company.

Bankruptcy Legislation

Bankruptcy legislation needs to balance the conflicting risk
propensities of creditors and entrepreneurs. Creditors will
not provide as much money to entrepreneurial activities if
they do not have significant claims to a bankruptcee’s as-
sets. On the other hand, potential entrepreneurs are less apt
to engage in entrepreneurial activity if significant claims are
inevitable. The equilibrium, at which the maximum num-
ber of potential entrepreneurs can obtain debt capital to en-
gage in entrepreneurial activities, is difficult to both identify
and measure, but it is clear that bankruptcy legislation has
a strong influence. Governments have a variety of means to
relieve the costs of bankruptcy, including debt relief schemes,
restructuring and postponement of debt possibilities. Debt
relief schemes can regulate the length, uncertainty, and cost
of going bankrupt, thereby altering both direct and indirect
costs arising as a result of bankrupt. Reorganisation and post-

ponement of debt typically take place prior to bankruptcy,
making it possible to alter the business model and, as such,
the risk of going bankrupt.

Safety, health, environment and product
regulation

These types of regulations are important as they ensure that
firms produce safe products without harming the environment
or their employees. The regulation can however as be a burden
for firms as they might induce costs on the firm’s production.

Court-legal framework

Some authors have linked countries legal traditions and en-
trepreneurship. Generally, the distinction is made among
British, French, German, or Scandinavian legal heritages.

Labour Market Regulation

The negative impact of strict labour market regulation, such
as high minimum wages and rigid firing regulations are man-
ifold. First, wage employment becomes attractive, thereby
increasing the opportunity cost to become an entrepreneur.
Secondly, limitations such as hiring and firing inflexibility
can have severe impacts on a corporation trying to grow or
to develop a business culture, often through trial and error,
that fits with the overall vision and strategy of the company.
Finally, high minimum wages means expensive labour and
possibly a limiting barrier for a start-up. Thus, the end result
of strict labour legislation is constrained levels of entrepre-
neurial activity.

Social and Health Security

Social security benefits, including health care, pensions, and
unemployment benefits, can serve as entry barriers if they
are reduced or eliminated as a result of becoming an entre-
preneur. Social security policies that put entrepreneurs and
wage-labourers on equal footing in terms of qualifying for
benefits can neutralise any discrimination that could other-
wise have a negative effect on the amount of potential entre-
preneurs pursuing opportunities.

Income Taxes

High levels of personal income tax reduce the potential fi-
nancial benefits from starting a business, making it more
difficult to reach the cost-benefit equilibrium at which the
opportunity becomes worthwhile to pursue. Policy initiatives
lowering income taxes are therefore likely to induce a greater
number of potential entrepreneurs to engage in entrepre-
neurial activities.

Business Taxes and Fiscal Incentives

While corporate taxes do not play a central role for new firms
with little or no profit subject to taxation, they will eventually
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have a significant impact on the profits for high-growth
firms. Furthermore, as globalisation continues to develop,
corporate taxation will become a central factor for compa-
nies choosing the extent to which they will locate operations
abroad. Fiscal incentives can lower entry barriers through
financial incentives or support, tax exemptions or rebates,
which make more potential entrepreneurs willing to engage
in entrepreneurial activity. However, fiscal incentives are a
delicate political issue in some countries, and their long term
benefits continue to be questioned.

Capital Taxes

Capital taxes also have a direct impact on the supply of capi-
tal. High taxation levels reduce potential investment rewards,
thereby discouraging investments in companies whether
new or existing. Policy initiatives reducing capital taxation
thus increase financial sources. Some countries also offer
special tax incentives for investments in new firms intended
to improve the number of business angels.

Wealth and Bequest Taxation

Wealth and bequest taxes impact directly the supply of early
stage investment capital. High taxation levels affect negative-
ly the potential supply of liquidity among individuals, which
then limits the number and size of investments made by
business angels, friends or family. Policy initiatives reducing
the wealth and bequest tax rates would enlarge the potential
amount of seed and early-stage capital.

m Entrepreneurship determinants: culture and capabilities

Policies affecting culture
Risk attitude in society

Many people associate entrepreneurship with risk taking al-
though the links are not clear.

Attitudes towards entrepreneurs and desire
for business ownership

Understanding the motivation behind the few entrepre-
neurs with visions for creating high-growth and global
enterprises is difficult. It is furthermore a very challenging
and slow process trying to fuel interest in entrepreneurship.
Governments can try to enhance the attitudes towards en-
trepreneurship by implementing entrepreneurship awards
and opinion campaigns.

Entrepreneurial education (mindset)

Entrepreneurship education has become an important
component in many countries’ attempts to affect the
mindset of people, so they become more entrepreneurial.
This type of education is not aimed at teaching specific
skills that are relevant for entrepreneurship but more in-
troducing the concept of entrepreneurship, its importance
for society, and some of the key capabilities of entrepre-
neurs like pro-active.
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Annex 2 — Overview
of available indicators

The quality assessment of indicators is based on a simple
quality framework that draws on the experiences of the
OECD, Eurostat and the US Key Indicator Project (OECD,
2003; Wallman et al, 2004; Munoz, 2004). The quality frame-
work has three dimensions: relevance, accuracy and avail-
ability. Each indicator is evaluated by grading it for each di-
mension and by an overall assessment.

Relevance

The relevance of an indicator is a qualitative assessment of
the value contributed by the indicator. That is, the evaluation
depends on the proximity between what the indicator meas-
ures and the framework condition it is supposed to measure.
It is desirable for the indicator to be as close as possible to the
framework condition it is intended to measure (Table A1).

Table A1: Assessment of Relevance

The Indicator’s Proximity

to the Framework Condition RS Y
. Measure Measure
it is Supposed to Measure

Mark A B

An example is the indicator labelled Barriers to Competition.
Here the level of legal barriers to entry and number of anti-
trust exemptions is a direct measure of the level of barriers to
competition in existing markets.

Relevance has an additional dimension. If an indicator is ap-
plied as a measure for a specific policy, it is useful to know
whether a policy initiative has a direct or indirect impact on
the indicator (Table A2).

Table A2: Assessment of Policy Indicator Typology

Policy initiatives’ impact
on indicator
Mark A B

Directimpact Indirectimpact

For example, for Barriers to Competition changing formal regu-
lation concerning entry barriers and antitrust exemptions will
have a direct impact on the size of the barriers to competition.

Accuracy

The accuracy of an indicator is the degree to which the in-
dicator correctly estimates or describes the quantities or
characteristics it is designed to measure. Accuracy has two
dimensions: data collection method and degree of cross-
country standardisation.

a) Data Collection Method

The data collection method is sound if data correctly estimates
or describes the quantities or characteristics that it is designed

to measure. Thus, accuracy based on the data collection meth-
od refers to the closeness between the values provided and the
(unknown) true value. It is desirable for the value of the in-
dicator to be as close as possible to the unknown, true value.

Major sources of error in data collection include coverage,
sampling, non-response, response, processing and problems
in dissemination. Addressing these standard problems is
common for national statistical offices and international gov-
ernmental institutions. Data from these sources should not
suffer, in general, from these problems, whereas data from
other sources should be evaluated on a case-by-case basis.

The appraisal of accuracy is based on the method used in col-
lecting the data. Almost all indicators are based on surveys,
polls or censuses. This framework distinguishes between three
types: fact-based, action-based and opinion-based surveys.

o Fact-based surveys relate to easy quantifiable aspects, in
which different people would give the same response to a
question. The OECD Regulatory Database is an example of
this type because respondents are asked about whether or
not a country has a given regulation.

Action-based surveys concern issues where respondents
are asked if they have performed a given action within a
given time period or not. The European Community In-
novation Survey is an example of this type of survey. In this
survey, firms are asked whether they have introduced new
or technologically improved products or processes on the
market during the last year.

« Opinion-based surveys deal with questions asking for a sub-
jective evaluation of a given aspect of the economy. The World
Economic Forum’s Executive Survey is an example of this
type of survey. It asks executives about their opinion of the
functioning and the quality of various aspects of the economy.

The accuracy of data collection methods can be evaluated as
very good, good, or acceptable (Table A3).

Table A3: Assessment of Accuracy

Data Collection Good
Method
Mark A B C

Very good Acceptable

These scores can be clarified as follows:

o Very good: the indicator originates from national statisti-
cal offices or international government institutions; or the
indicator stems from a fact-based survey.

o Good: the indicator comes from an action-based survey.

o Acceptable: the indicator comes from an opinion-based
survey.

b) Cross-country Comparability

Whether an indicator is comparable across countries re-
quires a consideration of the data collection method used

Entrepreneurship determinants: culture and capabilities m
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across countries. For example, an indicator is comparable if
the same question is asked in all countries in the same way
and by the same means. Naturally, it is desirable to have the
highest degree of comparability across countries (Table A4).

Table A4: Assessment of Cross-country
Comparability

The indicator
is cross-country
comparable

Mark A B

Comparable

el

Availability

The concept of availability relates to the accessibility of a giv-
en indicator in various countries and for a given time frame.
Clearly, it is desirable to have data from as many countries as
possible (Table A5). In addition, an indicator available be-
yond the initial benchmark year is better than one that is not
available beyond that year (Table A6).

Table A5: Assessment of Availability across Countries

The share of OECD
countries for which the 100 -76% 75-50%
indicator is available
Mark A B

Table A6: Assessment of Availability over Time

The indicator is available be- Yes No
yond the initial benchmark year
Mark A B

Overall Quality Assessment

The overall quality assessment is divided into three catego-
ries: good, acceptable and questionable (Table A7).

Table A7:Overall Evaluation

Name i
of indicator Good Acceptable Questionable
Indicator A A B C

Clarification of the three indicator score categories:

e Good (A): atleast 5 As and no Cs

o Acceptable (B): at least 3 As and no Cs

o Questionable (C): less than 3 As or one or more Cs.
Evaluation of Indicators

57 indicators are included in the latest collection and evalu-
ation of indicators (Hoffmann, 2006). Most indicators are
available for the regulatory framework (Table A8).

Table A8: Overall Quality Assessment of Available Entrepreneurship Indicators

% Relevance Accuracyb Availability
= [J] - (= = ) [J]
Indicator % g 5 § s -% < a = £
o o =5 (V) % (V) o
V)
Access to R&D and technology
University/industry, research collaboration C A B C A A A
Technological co-operation C A B C A A A
Access to capital
Extent of guarantees for SMEs C B A B A B B
Private credit A A B A A A A
Interest rate spread A B B A A A A
Cost to create collateral A B A A A A A
Country credit rating — 2.3.04/418 C B B C A A A
Venture capital - early stage A A B A A A B
Venture capital — expansion stage A A B A A A B
Capitalization of secondary stock market A A A B A A B
Newly listed companies in secondary stock market A A A B A A B
Capitalisation of primary stock market A A A B A A A
Turnover in primary stock market A A A B A A A
Revenue from bequest tax A A A A A A A
Revenue from net wealth tax A A A A A A A
Top marginal bequest tax rate B B A A A B B
Taxation of dividends — top marginal tax rate B B A A A A B

m Entrepreneurship determinants: culture and capabilities
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Table A8: Overall Quality Assessment of Available Entrepreneurship Indicators (cont.)

% Relevance Accuracya Availability
= (] - c = 7] (/]
Indicator % § E‘ § g -.g -,3 g '% g
s ¥ ¢33 of & 2z %
& & o S g S S
(V)
Taxation of dividends — top marginal tax rate for self-employed B B A A A A B
Taxation of stock options B B A A A B B
Taxation of capital gains on shares — short term B B A A B A B
Taxation of capital gains on shares — long term B B A A B A B
Capabilities
Claims on a bankrupt’s assets — length of time C B A A B B B
Entrepreneurship education at primary & secondary levels C B B C A A A
Entrepreneurship education at higher levels C B B C A A A
Quality of management schools C B B C A A A
Government programs C B B C A A A
Market conditions
Procurement regulation C B B A A B B
Barriers to competition A A A A A A B
Public ownership A A A A A A B
Public involvement in business operation A A A A A A B
Export credits and insurance C B B C A A A
Regulatory framework
Highest marginal income tax plus social contributions A A A A A A A
Average income tax plus social contributions A A A A A A A
SME tax rates A A A A A A B
Taxation of corporate income revenue A A A A A A A
Actual cost to close a business A B A B A A A
Actual time to close a business A B A B A A A
Number of procedures for starting a business A A A A A A A
Number of days for starting a business A A A A A A A
Costs required to start a business A A A A A A A
Regulatory and administrative opacity — index A A A A A A B
Enforcing contracts — number of procedures A A A A A A A
Enforcing contracts - time A A A A A A A
Minimum of capital required to Start Business A A A A A A A
Enforcing Contracts — cost in percentage of debts A A A A A A A
Flexibility of hiring — index A A A A B A A
Flexibility of firing — index A A A A B A A
Rigidity of hours index A A A A B A A
Number of administrative procedures when recruiting first employee A A A A A A B
Nun.wl.aer of administrative procedures when recruiting A A A A A A B
additional employee
The costs of firing A A A A B A A
Entrepreneurial culture
Cultural and social norms C A B C A A B
Entrepreneurial motivation C A B C A A B
Self-employment preference C A B C A B A
‘The wish to own one’s own business’ C A B C A B A
Desirability of becoming self-employed C A B C A B A
Proclivity to take risk C A B C A B A

Source: Sources/links for the indicators can be found in Hoffmann (2006)
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Defining Entrepreneurial
Activity: Definitions
Supporting Frameworks
for Data Collection

Nadim Ahmad and Richard G. Seymour (')

Background

In September 2006, the OECD launched a new Entrepreneurship
Indicators Programme (EIP) to build internationally-comparable
statistics on entrepreneurship and its determinants, whose aim
is to create a durable, long-term, programme of policy-relevant
entrepreneurship statistics. As such, the work involves develop-
ing standard definitions and concepts and engaging countries and
international agencies in the collection of data.

The challenge for the EIP therefore is to define entrepreneurial
activity in a manner that will enable valid indicators to be col-
lected and compared across countries, allowing analysts and
policy-makers to better understand the factors that influence
the rate and type of entrepreneurial activity, as well as the out-
comes or impacts of entrepreneurship, especially its contribu-
tion to productivity, wealth and employment creation.

This challenge is made all the more demanding because of
the considerable confusion that exists in the way that people
use the term entrepreneurship. Although the function of the
entrepreneur is probably as old as the institutions of barter
and exchange (Hébert & Link, 1988), there is no widely-
accepted definition of the term ‘entrepreneurship’ (Hornaday,
1992, Ucbasaran, Westhead, & Wright, 2001, Watson, 2001).

Indeed, even the OECD itself has contributed to the confu-
sion since virtually every study that has focussed on entre-
preneurship has presented a different definition of the term.
For example, in an OECD Economic Survey in 1997, it was
defined as ‘the dynamic process of identifying economic op-
portunities and acting upon them by developing, producing
and selling goods and services. In ‘Fostering Entrepreneur-
ship, it was defined as “..the ability to marshal resources to
seize new business opportunities.... In a 2001 publication on
Youth Entrepreneurship, the term was equated with self-em-
ployment: “... an entrepreneur is anyone who works for him-
self or herself but not for someone else.... Finally, another
2001 publication entitled Drivers of Growth, referred to, “The
concept of entrepreneurship generally refers to enterprising
individuals who display the readiness to take risks with new
or innovative ideas to generate new products or services.

Many definitions have their genesis in a philosophical perspec-
tive (top-down approach) with little concern for measurement.
This approach continues today, even in policy-oriented papers

(") Nadim Ahmad, Head of Division, OECD; Richard Seymour, The University of Sydney,
Australia. The chapter was previously published by the OECD.
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that discuss a concept of entrepreneurship without attempting
to represent or measure it using concretely defined statistics or
indicators. Other papers bypass the discussion of entrepreneur-
ship definitions altogether and simply equate entrepreneur-
ship to a specific empirical measure (bottom-up approach).
Not surprisingly, the measures selected are those based on the
most readily available statistics, for example the numbers of self-
employed, and only rarely do authors attempt to justify or ex-
plain how the measures represent ‘entrepreneurship.

Our approach is different in that it looks at the process from
both a bottom-up approach, with an eye to measurement,
and a top-down approach that ensures relevance. Indeed the
necessity of this overall approach is perhaps best summed up
by the economist Peter Kilby (1971) who compared those
who study entrepreneurship to characters in Winnie The
Pooh hunting for the mysterious and elusive Heffalump. Like
the economists and scholars, familiar with entrepreneurs
and their contribution to economic growth, and who have
attempted over the years to define an entrepreneur, the hunt-
ers in “‘Winnie The Pool’ all claimed to know about the Hef-
falump but none could agree on its characteristics.

In this sense one can describe our approach as bringing to-
gether the most important characteristics of the Heffalump
that are generally agreed on by most academics/policy makers/
analysts, whether those characteristics have been formulated
from a bottom-up or top-down approach.

The Top-Down Approach

The lack of a single definition of ‘entrepreneurship’ is partly
due to the differentiated traditions within the field of entrepre-
neurship research, including: anthropology (for example, de
Montoya, 2000, Firth, 1967, Fraser, 1937), social science (see
for example Swedberg, 1993, Waldringer, Aldrich, & Ward,
1990, Weber, 1898/1990), economics (including Casson, 2003,
Kirzner, 1973, Knight, 1942, Schumpeter, 1934, Shane, 2003,
von Hayek, 1948, von Mises, 1949/1996) and management (for
example, Drucker, 1985, 1999, Ghoshal & Bartlett, 1995).

The French economist Richard Cantillon (?) is generally ac-
credited with being the first to coin the phrase in the context of
what we view today as entrepreneurship in about 1730. Loose-
ly, he defined entrepreneurship as self-employment of any sort,
and entrepreneurs as risk-takers, in the sense that they pur-
chased goods at certain prices in the present to sell at uncertain
prices in the future. Many eminent economists and scholars
have elaborated on Cantillon’s contribution, including Adam
Smith, Jean Baptiste Say, Alfred Marshall, Joseph Schumpeter,
Israel Kirzner and Frank Knight, as shown in Table 1 below
which also succinctly reveals the extent of differences.
Differences are further complicated by the proliferation of
‘sub-categories’ of entrepreneurship research, which introduce
additional terminology including: ‘corporate entrepreneur-
ship, ‘corporate venturing, ‘intrapreneuring; ‘internal entre-
preneurship, and ‘venturing’ (Sharma & Chrisman, 1999).

(%) The word entrepreneur itself derives from the French verb‘entreprendre; meaning ‘to undertake’
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Table 1: A superficial review of extant definitions

Essence of definition

Publication

Entrepreneurs buy at certain prices in the present and sell at uncertain prices in the future. The entrepreneuris a

bearer of uncertainty.
Entrepreneurs are ‘pro-jectors.

Entrepreneurs attempt to predict and act upon change within markets. The entrepreneur bears the uncertainty

of market dynamics.

The entrepreneur is the person who maintains immunity from control of rational bureaucratic knowledge.

Cantillon, 1755/1931
Defoe, 1887/2001
Knight, 1921, 1942
Weber, 1947

The entrepreneur is the innovator who implements change within markets through the carrying out of new

combinations. These can take several forms:

- the introduction of a new good or quality thereof,
- the introduction of a new method of production,
- the opening of a new market,

Schumpeter, 1934

- the conquest of a new source of supply of new materials or parts, and

- the carrying out of the new organisation of any industry.

The entrepreneur is always a speculator. He deals with the uncertain conditions of the future. His success or failure
depends on the correctness of his anticipation of uncertain events. If he fails in his understanding of things to

come he is doomed...
The entrepreneur is co-ordinator and arbitrageur.

Entrepreneurial activity involves identifying opportunities within the economic system.

The entrepreneur recognises and acts upon profit opportunities, essentially an arbitrageur.

Entrepreneurship is the act of innovation involving endowing existing resources with new wealth-producing capacity.
The essential act of entrepreneurship is new entry. New entry can be accomplished by entering new or estab-
lished markets with new or existing goods or services. New entry is the act of launching a new venture, either by

von Mises,
1949/1996

Walras, 1954
Penrose, 1959/1980
Kirzner, 1973
Drucker, 1985

Lumpkin & Dess,
1996

a start-up firm, through an existing firm, or via ‘internal corporate venturing.

The field of entrepreneurship involves the study of sources of opportunities; the processes of discovery, evalua-
tion, and exploitation of opportunities; and the set of individuals who discover, evaluate, and exploit them.
Entrepreneurship is a context dependent social process through which individuals and teams create wealth by
bringing together unique packages of resources to exploit marketplace opportunities.

Entrepreneurship is the mindset and process to create and develop economic activity by blending risk-taking,
creativity and/or innovation with sound management, within a new or an existing organisation.

Shane &Venkataraman,
2000

Ireland, Hitt,

& Sirmon, 2003
Commission of the
European Communities,
2003

The chronology of the table reveals that it was not until Joseph
Schumpeter’s definition of an entrepreneur in 1934 that
the more modern interpretation entered the mainstream.
Schumpeter defined entrepreneurs as innovators who take
advantage of change, including: (i) the introduction of a new
(or improved) good; (ii) the introduction of a new method of
production; (iii) the opening of a new market; (iv) the exploi-
tation of a new source of supply; and (v) the re-engineering/
organization of business management processes. Schumpet-
er’s definition therefore equates entrepreneurship with inno-
vation in the business sense; that is identifying market op-
portunities and using innovative approaches to exploit them.

Although Schumpeter’s definition embodies a characteristic
of entrepreneurship that is widely recognized today, namely,
innovation, it still retains some ambiguity that has meant the
debate regarding a definition of entrepreneurs/hip contin-
ues. To some extent, this reflects the definition of innovation,

m Entrepreneurship determinants: culture and capabilities

in particular whether it relates to incremental or quantum
changes. Moreover, unlike the Knight perspective, for exam-
ple, the Schumpeterian entrepreneur need not be a risk taker
or business owner. Indeed some (Drucker, 1985) have argued
that entrepreneurship reflects merely the creation of a new
organization and that any individual who starts a new busi-
ness venture is an entrepreneur; even those that fail to make
a profit. Although, it could be argued that this corresponds to
Schumpeter’s ‘opening of a new market’

From Table 1, a number of themes emerge, including the
risk-taking role of entrepreneurs; the role of innovation or
the creation of something new (whether that be a process,
product, market or firm); the arbitrage role of the entrepre-
neur; and the process of change, emergence, and creation
(Bruyat & Julian, 2000, Hartmann, 1959, Schumpeter, 1934,
Weber, 1947), with activity differentiated from the relatively
‘static’ management (‘Leitung, Hartmann, 1959).
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Figure 1: Entrepreneurial activity in the commercial and wider environment

Defining Entrepreneurial Activity: Definitions Supporting Frameworks for Data Collection
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Source: Authors

Organising these concepts graphically, Figure 1 invokes the
two-faces of the Roman god Janus to emphasise that the en-
trepreneur is simultaneously looking back to the resources
(and combining them in new and creative ways) and forward
to markets (and perceiving new or unmet opportunities).
The entrepreneur perceives and recognises a fit between the
two, a process referred to as innovating. The entrepreneur’s
activities occur within a business context, which includes in-
dustry structures, competition, and national economic struc-
tures. This business context is impacted in turn by wider
environmental considerations, which include the economic,
political, legal, social, cultural, social, and natural settings.
In undertaking such entrepreneurial activities, the entrepre-
neur is endeavouring to create value.

Returning to the various definitions we identify 3 themes: (a)
enterprising human activity; (b) the assembly of unique bun-
dles of resources, identification of market opportunities, and/
or utilisation of innovative capabilities, and (c) the creation
of value. These are now considered in turn.

a) Enterprising Human Activity

Returning to the earliest conceptualisations of the entrepre-
neur as the person ‘undertaking’ or ‘projecting’ into their fu-
ture (Cantillon, 1755/1931, Defoe, 1887/2001). As noted by
von Mises (1949/1996 pp. 290-91), the entrepreneur ‘cannot
evade the law of the market. He can succeed only by best
serving the consumers. His profit depends on the approval
of his conduct by the consumers’

As well as recognising the conceptual importance of action,
researchers have included the concept in their definitions of
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entrepreneurship (Gartner, 1985, Low & MacMillan, 1988,
Lumpkin & Dess, 1996). A more appropriate conception is
that from Stevenson and Jarillo (1990), who proposed en-
trepreneurship to be the study of why, how and what hap-
pens when entrepreneurs act. Understanding the organising
process is one of the necessary elements of entrepreneurship:
‘Entrepreneurs create new organizations through a dynamic
process that involves such activities as obtaining equipment,
establishing production processes, attracting employees and
setting up legal entities’ (Shane, 2003 p. 247)

b) Leveraging Creativity, Innovation
and Identifying Opportunities

To organise the human activities, the analysis now explores
the nature of entrepreneurial activities, organising the analy-
sis according to resources, capabilities and markets intro-
duced above.

Resources include access to: (i) physical capital such as prop-
erty or plant and equipment, (ii) financial capital such as debt
finance or equity, and (iii) intangible resources such as intellec-
tual property or technology. These resources can typically be
bought and sold by firms or individuals. Changes in these re-
sources can have dramatic implications for firm performance,
with changes in these resources typically resulting from (i) cre-
ative inventions or discovery, or (ii) unusual and unique com-
binations of these resources such as venture capital funding.

In contrast, ‘capabilities’ include the human and social exper-
tise required to leverage a firm’s resources and bring them to
market. In an entrepreneurial context, these innovative ca-
pabilities include the perception and recognition of a match

Entrepreneurship determinants: culture and capabilities m
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between creative resources and market opportunities. This
may include novel and skilled capabilities as well as unique
or unusual social networks and connections.

The perception and discovery of market opportunity is an
important focus of entrepreneurship research (Ardichvili,
Cardozo, & Sourav, 2003, Gaglio & Katz, 2001, Hills, Lump-
kin, & Singh, 1997, Kirzner, 1997, Shane & Venkataraman,
2000), as it is one of the most important abilities of successful
entrepreneurs (Ardichvili, Cardozo, et al., 2003) and is one of
the core intellectual questions for researchers (Gaglio & Katz,
2001). Market entry need not result in the founding of a new
firm or the use of market mechanisms, however ‘it does re-
quire the creation of a new way of exploiting the opportunity
(organizing) that did not previously exist’ (Shane, 2003 p. 7).
This organising is a process (not a state).

Two influential perspectives on entrepreneurship stem from
Joseph Schumpeter and Israel Kirzner: Schumpeter (1934)
viewed entrepreneurship as creating market disequilibrium
from its original equilibrium position by generating innova-
tions, i.e., as disruptive. This disruptive entrepreneurship
should not be interpreted as destroying and replacing indus-
tries with new ones but as bringing change to the market to a
greater or lesser degree.

Given the different ways entrepreneurs fulfil their role in the
market; it can be argued that Kirznerian and Schumpeterian
entrepreneurs could both work simultaneously, as the former
engage in arbitrage and the latter in innovation.

c) The Creation of Value

The third theme emphasised in the literature is ‘value crea-
tion. This theme is most prevalent in the management stream
of literature (refer for example to Ireland, Hitt, & Sirmon,
2003, Drucker, 1985). The entrepreneur creates value in the
sense that their entrepreneurial activity results (sometimes)
in sustained competitive advantage and super-normal re-
turns for a number of parties. Innovators (entrepreneurs) can
enjoy ‘temporary monopoly power’ (Baumol, 1993 p. 6). As
reviewed in Walker and Brown (2004), entrepreneurs have
been shown to value a number of non-financial measures
of success, including autonomy, job satisfaction, the ability
to balance work and family. These are all subjectively and
personally defined, however can have a major impact on the
decisions and exchanges involved in the creation and exploi-
tation of opportunities.

Similarly, at the firm and national levels, value can include eco-
nomic, social or cultural significance. Economic value would
be considered in relation to an activity’s pecuniary, or dollar,
output and include concepts such as economic growth, pro-
ductivity growth etc. Alternatively, an entrepreneurial under-
taking can create social value such as personal relationships,
poverty reduction, enhancement of job satisfaction or the cre-
ation of better jobs. A third value that could be considered in
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addition to these two extrinsic values is cultural value, which
relates to the development of creative or cultural capital.

Summarising these points and the top-down approach in
general, the definitions commonly used in the literature
broadly converge on the following points: Entrepreneurship
is about identifying and acting upon (enterprising human ac-
tivity) opportunities that create value (be that economic, cul-
tural or social). Typically, entrepreneurial activities require
the leveraging of resources and capabilities through innova-
tion, but the opportunities themselves always relate to the
identification of either new products, processes or markets.

The Bottom-up Approach

The bottom-up approach bases itself on the measureable char-
acteristics that have commonly been used at a national or poli-
cy level, in practice, to measure entrepreneurship. It recognises
that although the Heffalump is a relatively elusive beast, from
a policy perspective at least, it remains broadly understood.
Indeed when policy makers refer to entrepreneurship and en-
trepreneurs they typically do so in the context of identifying
the phenomenon, and the individuals involved, as being fac-
tors that influence some predetermined policy goal, such as
wealth of job creation or income inequality.

Our approach here is to focus on definitions that facilitate
these policy goals, and more specifically provide the basis for
indicators that facilitate evidence based policy making. In that
sense it is important to recognise an important point. The vari-
ety of policy goals and the way in which they can be measured
(jobs created, wealth created) immediately points to the notion
that entrepreneurship manifests itself in many ways and, so, is
a multi-faceted phenomenon that cannot be measured with a
solitary indicator but rather a basket of indicators. Moreover it
is important to note too that our focus is on defining entrepre-
neurship from an economic perspective and so we will make
no attempt to provide definitions that necessarily embody so-
cial entrepreneurship, important as this field is.

Not all concepts evidenced in the ‘top-down’ approach are eas-
ily measurable, with the concept of ‘risk-taking’ being a case in
point: The idea of the entrepreneur as risk-taker, or bearer of
uncertainty, as defined by Cantillon and Knight in their earlier
thinking, is too broad to be a useful measure of entrepreneur-
ship, at least for our purposes and indeed those of policy mak-
ers. Risk takers for example, or bearers of uncertainty, include
money lenders, banks etc, and the lending of money, although
of itself important to the entrepreneurial process as a form of
funding, does not seem in and of itself to be entrepreneurial.
The arbitrage view espoused by Walrus and Kirzner appears
similarly deficient in this context, particularly given some of
the key arbitrageurs in today’s modern economies (traders on
the money markets). Definitions that reflect risk or arbitrage
alone therefore do not stand up to scrutiny as being workable
definitions, at least as far as the key policy targets are con-
cerned (both current and potentially those of the future). The
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idea of risk-taking however cannot be entirely overlooked. Our
view however is that the notion of risk or indeed arbitrage is
captured within the idea of doing something ‘new’. Sometimes
the entrepreneur for example creates the arbitrage situation by
creating a new product or process for example, or takes a risk
by entering a new market.

The OECD’s Entrepreneurship Indicators Project (Ahmad and
Hoffmann, see chapter 2 of this book) has built a framework
for addressing and measuring entrepreneurship. This work de-
scribes and presents a framework that reflects both the deter-
minants, outputs and most importantly manifestations (per-
formance indicators) of entrepreneurship. It considers:

« employer enterprise birth rates;

o rate of high-growth firms based on employment growth
and turnover growth;

o Gazelle rates based on employment and turnover;
« employer enterprise deaths.
« business churn (the addition of birth and death rates);

« net business population growth (a measure of births minus
deaths);

« survival rates after 3 and 5 years,

o the number of firms aged 3 and 5 years old as a proportion
of all firms with employees;

o the percentage of employees in 3 and 5 year old firms;
o the average size of 3 and 5 year old firms;

« business ownership rates;

o business ownership start-up rates;

o the value-added share of young firms, and the average pro-
ductivity of births, deaths, small and young firms and their
contribution to productivity growth, the innovation and
export performance of small and young firms.

This list is not exhaustive nor do the indicators necessarily
claim to explicitly measure neither entrepreneurship nor en-
trepreneurs per se. The indicators are, however, important
and measurable proxies that paint a picture of entrepreneur-
ial activity and need to be taken into account in developing a
definition that attempts to embody them.

Policy-makers are typically interested in facilitating or en-
couraging the growth of entrepreneurship because it creates
both economicand non-economicvalue. Some policy-makers
will, for example, focus on entrepreneurship’s contribution
to economic growth. Others might focus on entrepreneur-
ship’s contribution to solving environmental problems or its
contribution to social inclusion. Distilling some commonali-
ties, and relating these to the idea of value creation, one can
distil the following key elements from the list above:

o Entrepreneurship is characterised activity in new markets,
processes and/or products, which in turn is characterised
by the creation of new businesses.

Defining Entrepreneurial Activity: Definitions Supporting Frameworks for Data Collection

o Successful entrepreneurial businesses, pre-existing or
otherwise, typically enjoy higher growth than non- entre-
preneurial competitors. There are, certainly, enormous
numbers of failed businesses, with businesses frequently
appearing and disappearing within a couple of years.

« Concomitant with the view that, at least some, high-growth
enterprises reflect aspects of entrepreneurship is the idea
that entrepreneurship can be manifested even in the absence
of an entrepreneur. This creates an important distinction be-
tween Entrepreneurs and Entrepreneurial Activity. Where
there are entrepreneurs there will always be entrepreneurial
activity but it is important to note that the latter is not de-
pendent on the existence of the former. This is important
because individuals within businesses may demonstrate
entrepreneurship without necessarily having a stake in the
company. This means that all companies, whether owned by
shareholders or trust funds for example and managed/run
by salaried directors can still be entrepreneurial and the way
they operate their businesses can be of benefit to other busi-
nesses owned and managed by entrepreneurs.

« Following on from this, is the idea that entrepreneurs and
entrepreneurship are not concepts that relate exclusively
to small businesses or the self-employed, as many studies,
through expedience, have often assumed. Our view is that
entrepreneurship as a definable phenomenon reflects certain
characteristics that relate to the processes through which it
is manifested and this is not uniquely the preserve of small
companies or entrepreneurs, important though these are
to the entrepreneurial process. Moreover it is important to
avoid a definition that is possibly counter-productive from
a policy perspective. Clearly, large companies can be entre-
preneurial and it is important that these companies are not
ignored when formulating entrepreneurship policies.

« Entrepreneurs are business owners, incorporated or oth-
erwise.

Ultimately when references are made to entrepreneurship it is
in relation to the idea that there is something different about
entrepreneurial businesses that sets them apart from other busi-
nesses. Policy makers are not, for example, interested in merely
encouraging the creation of new businesses as the be all and end
all. Their interest is in creating successful and sustainable enti-
ties (high-growth companies and gazelles) and indeed the crea-
tion of a business environment (competitive) that nurtures and
stimulates the growth of more productive companies in general
(hence the encouragement of business creations). No country, for
example, could ever target increased levels of self-employment
indefinitely; businesses need employees to grow and to compete
and clearly it would not be desirable for everybody to become
self-employed in the truest sense of the word.

We re-emphasise that the indicators described above are prox-
ies for entrepreneurship. What policy makers are typically
interested in, and indeed what the most common definitions
embody, as shown below, is that entrepreneurial businesses
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are in the business of doing something different. This, from
the bottom-up perspective, is what the most commonly used
indicators try to capture. Clearly not all businesses are entre-
preneurial despite the fact that they take risks, create products,
employment, revenue and taxes. If entrepreneurship studies
were just about businesses and the people who owned or ran
them, entrepreneurship would just be a euphemism for the
general business environment. Indeed, not all new business-
es are necessarily entrepreneurial. But clearly, the indicators,
proxies or not, provide an indication of the types of definitions
needed for both entrepreneurs and entrepreneurship.

The indicators described in the framework for entrepre-
neurial performance therefore should be seen as tools that
improve our understanding of ‘pure’ entrepreneurship and
indeed can be viewed as measures that have loose or strict
interpretations of ‘new’ and ‘new’ can reflect ‘new products,
processes or markets. All new businesses or increases in
self-employment for example could be considered as creat-
ing new markets if one takes a liberal interpretation of ‘new’
for example. Moving further down the spectrum one could
equally argue that indicators of high-growth enterprises,
which are more likely to have demonstrated ‘pure’ entrepre-
neurship, take us closer to a stricter definition of ‘new’ But
one still needs to recognise that all along the spectrum the in-
dicators are merely proxies, For example some high-growth
firms’ growth will not reflect entrepreneurship at all, and in-
deed, it may reflect the very antithesis of entrepreneurship,
for example, firms in monopoly positions with rapid growth.

In summary, therefore, the list of indicators points to the fol-
lowing: entrepreneurs, and what differentiates them from
other business owners, are in the business of doing something
different, whether that be through identifying new products,
processes or markets that increase the likelihood of success,
employment, productivity and efficiency of their company.
Entrepreneurs are also involved in the day-to-day running of
the company to differentiate them from mere financiers such
as business angels, shareholders, silent partners etc. An entre-
preneurial company is one that displays the characteristics of
doing something different, (new products, processes, markets)
but does not necessarily need to have an entrepreneur at the
helm. Employees, as agents of entrepreneurial businesses, can
also be entrepreneurial. Entrepreneurship is also about doing.
The creation of a new idea is an important pre-cursor to the
creation of an entrepreneur or entrepreneurial firm but en-
trepreneurialism is not just about thinking. There needs to be
some concrete manifestation of the idea and this is reflected in
the creation of a business or the embodiment of the idea with-
in a business. That is not to say that indicators reflecting the
numbers of creators of ideas are not important. Clearly they
are as they provide an important indication of the potential
for entrepreneurs and entrepreneurship but one needs to rec-
ognise that indicators such as these will be rife with problems
for international comparability, reflecting cultural differences
as much as real differences in entrepreneurial potential.
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Formal Definitions

The concurrent development of a definition with the devel-
opment of the framework reflects a pragmatism and a need
to meet policy-makers’ needs. The top-down approach has
emphasised the importance of enterprising human activity
that creates value through innovative products and processes
or new markets. The bottom-up approach reinforces this
message, reflecting for example the importance of: the crea-
tion of new markets (e.g. enterprise births); the creation of
value (e.g. high-growth enterprises); and, the pool of entre-
preneurs (e.g. business ownership rates).

Drawing on the above analysis and arguments, entrepreneur-
ship is about identifying and acting upon (enterprising human
activity) opportunities that create value (be that economic, cul-
tural or social). Typically, entrepreneurial activities require the
leveraging of resources and capabilities through innovation,
but the opportunities themselves always relate to the iden-
tification of either new products, processes or markets. This
points to the definitions of the entrepreneur, entrepreneurship,
and entrepreneurial activity as in the previous chapter.

The definitions suggest that any indicator should include
reference to the value created by entrepreneurial activity,
the changes in resources, capabilities and opportunities con-
fronting an entrepreneur, and the business and wider envi-
ronments that will impact activity. The definitions are pro-
posed to guide the collection and interrogation of data sets.

Conclusions

Note that these definitions differentiate entrepreneurial activ-
ity from ‘ordinary’ business activity, and additionally: (i) indi-
cate corporations and other enterprises can be entrepreneurial,
though only the people in control and owners of organisations
can be considered entrepreneurs, (ii) emphasise entrepreneur-
ial action is manifested rather than planned or intended, (iii)
do not equate activity with the formation of any particular ‘ve-
hicle, whether formal such as incorporated entity or informal,
though they do allow measurement to reflect particular vehi-
cles as embodying activity, and (iv) although defined in the
context of businesses they incorporate economic, social and
cultural value created. Addressing each of these issues in turn:

The definitions recognise that many companies can attempt
to instil an entrepreneurial spirit in their employees and en-
courage them to be creative and innovative. Employees may
be urged to ‘take ownership’ of particular components of the
company’s work and be remunerated accordingly for success.
The definitions do, however, recognise a distinction between
the entrepreneur, who is a business owner, and entrepreneurial
activity, and so, a business without an entrepreneur at the helm
can continue to be entrepreneurial, as can its employees.

We deliberately do not set out to define what ‘new’ is or how it
should be defined. As discussed above the definition of new is in
some respects an issue of convention. The indicators described
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in the OECD’s framework all implicitly focus on different in-
terpretations of what ‘new’ is, and this, perhaps surprisingly, is
one of the strengths of the framework and the definitions, since
ultimately it is the role of policy makers to determine the policy
goals, and so the types of entrepreneurship and entrepreneurs
they wish to foster.

Despite this ‘vagueness, the definition also lends itself well
to international comparability since it provides the umbrella
for comparable indicators to be produced across countries
that can be developed in a harmonised way, reflecting differ-
ent definitions of new. Moreover it is also very easy to define
‘new’ in a more precise way as the basis for more focussed
analyses and surveys. One could for example adopt the defi-
nitions set out in the OECD’s ‘OSLO Manual.

Secondly, the definitions proposed do not include those
‘considering’ entrepreneurial activity, nor do they differen-
tiate between entrepreneurs in new or old ventures. The
success of an entrepreneur’s undertaking is based on the
strength of their perceived opportunity, innovative ca-
pabilities and creative resources. It is not based on their
intentions or on a supply/demand equation for entrepre-
neurs. Such phenomena would be considered in relation
to cultural or socio-cultural analysis, which may indeed
impact entrepreneurial activity indirectly. This could be
contrasted with the Index of Total Entrepreneurial Activ-
ity (TEA-index) (Reynolds, Bosma, Autio, Hunt, De Bono,
Servais, Lopez-Garcia, & Chin, 2005), which measures the
ratio of people classified as entrepreneurs to the total adult
population. The criteria for classification of ‘entrepreneur’
is based on whether a respondent is planning to, or owning
and managing a business aged between 0 and 42 months
(Minniti, Bygrave, & Autio, 2006).

Thirdly, there is no particular ‘vehicle’ that is required for en-
trepreneurial activity to be ‘undertaken. Given technology
and new business models, even an independent ‘entrepre-
neur’ without employees can innovate, implement new prod-
ucts and processes and ‘grow’. Furthermore, the definitions
recognise that entrepreneurial activity can be associated with
organic as well as acquisitive decisions. The definitions do,
however, allow different countries to have different objec-
tives for entrepreneurship policy, for example encouraging
self-employment, the development of the formal economy,
or development of new corporations.

Fourthly, although the definitions reflect the fact that en-
trepreneurial activity does not result in economic impacts
alone, there has been a conscious decision to orient the
framework towards the economic policy interests of the
OECD, EU and other countries. As has been alluded to in
the above review, there are many ‘types’ of entrepreneurial
activity, from corporate venturing to social change enter-
prises. Value created by entrepreneurs can be captured by
the entrepreneur (either a lot or a little) and/or exchanged
or shared with others (for example with employees, stake-
holders and society). Although pecuniary data are often

Defining Entrepreneurial Activity: Definitions Supporting Frameworks for Data Collection

the simplest and most widely available measures available,
the definitions do not limit the value considerations to eco-
nomic outputs alone. EIP’s focus on business-related en-
trepreneurship does not imply that other forms of (social)
entrepreneurship are unimportant.
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Measuring entrepreneurship
matters

The promotion of entrepreneurship and the support to small
enterprises have been part of the anti-crisis measures in vir-
tually all OECD countries, as highlighted by reviews of the
main objectives and targets of stimulus packages in the OECD
area. (*) The rationale rests on the role of entrepreneurship
and business dynamics as drivers of economic growth and job
creation: the creation of new businesses is associated to pro-
ductivity improvements, through the replacement of dying or
inefficient businesses, and comes along with the introduction
of innovation in the form of new products, services and pro-
cesses. The analysis currently conducted at the OECD on the
New Sources of Growth recognises that ‘facilitating entrepre-
neurial activity is essential: a dynamic process of firm creation
and exit will facilitate resource reallocation to new sources of
growth based on knowledge-based capital’ (°)

If the role of entrepreneurship in economic development
has entered the policy debate some decades ago, sound in-
ternational evidence on the entrepreneurial phenomenon,
its determinants and impacts is being produced at a slow
pace, lacking reliable data for performing comparative
analysis. It was to respond to the need of internationally
comparable official statistics that the OECD-Eurostat En-
trepreneurship Indicators Programme (EIP) was launched
in 2007. By developing concepts and methodologies for the
collection of harmonised indicators, and then establishing
a database of comparable official statistics on entrepreneur-
ship (e.g. business demography statistics), the programme
has made an important contribution to fill the information
gap in this domain. Certainly, there are reasons of satisfac-
tion for the results achieved since the creation of the EIP;
there are, however, also concerns for the on-going pro-
gramme due to the difficulties in ensuring the annual up-
date of the database and in expanding the range of indica-
tors and the country coverage of the data collections.

This chapter presents an overview of the most recent activi-
ties of the programme, highlighting both the achievements
and the problems for further developing the EIP (and even

(") Head of Sector, OECD. Project Leader of the Joint OECD/Eurostat Entrepreneurship Indica-
tors Programme. Chapter previously published as an OECD Committee paper.

(%) See for instance OECD (2009), Policy Responses to the Economic Crisis: Investing in In-
novation for Long-term Growth; and OECD (2009), The Impact of the Global Crisis on SME
and Entrepreneurship Financing and Policy Responses.

() See document'New Sources Of Growth: Knowledge-Based Capital — Interim Project
Findings' prepared for the Meeting of the Council at Ministerial Level, 23-24 May 2012.

maintaining the results obtained so far). The scarcity of re-
sources in National Statistical Offices to be allocated to the
production of cross-country comparable business demog-
raphy statistics combined to a rather low level of priority
assigned to the collection of harmonised indicators of en-
trepreneurship seem to be at the origin of the difficulties in
advancing the EIP. This chapter therefore invites a reflection
on the needs, priorities and production processes of harmo-
nised official statistics on entrepreneurship.

Overview of activities of the OECD-
Eurostat Entrepreneurship Indicators
Programme (EIP)

The OECD-Eurostat Entrepreneurship Indicators Programme
(EIP), jointly conducted by the OECD Statistics Directorate and
Eurostat, is aimed at the development of policy-relevant and in-
ternationally-comparable indicators of entrepreneurship and its
determinants, in order to support the analysis of entrepreneur-
ship, notably for international comparisons. To that purpose,
the programme has developed a conceptual framework and a
methodology for the collection of harmonised entrepreneurship
statistics. Three elements constitute the characterising features
of the EIP. Firstly, the core set of entrepreneurship indicators
collected by the programme consists of business demography
statistics on the birth, death, survival and growth of enterprises
(as distinct from other approaches to entrepreneurship measure-
ment that focused, instead, on data on individuals). Secondly, the
source to compute the core set of EIP indicators is the statistical
business register maintained by the National Statistical Offices
(NSOs). Thirdly, statistics for the harmonised database are pro-
duced directly by NSOs, according to an agreed methodology. (*)
The direct involvement of NSOs in the production of the har-
monised statistics makes a clear distinction from other existing
international collections of entrepreneurship indicators.

Characteristics of the EIP

The OECD-Eurostat Entrepreneurship Indicators Pro-
gramme has a number of characteristics that clearly distin-
guish its approach to the measurement of entrepreneurship:

« Focus on businesses rather than individuals: The EIP
measures entrepreneurial performance primarily with data
on businesses, differently from other existing programmes
that focus on data on individuals.

 Conceptual framework: A distinction is made between in-
dicators of entrepreneurial performance, entrepreneurial
determinants (i.e. regulatory framework, market condi-
tions, access to finance, knowledge creation and diffusion,
entrepreneurial capabilities, entrepreneurial culture), and
social and economic impacts of entrepreneurship.

o Harmonized definitions and methodology for the interna-
tional data collection: The EIP has developed a statistical

See Eurostat-OECD Manual on Business Demography Statistics, http://ec.europa.eu/eurostat/
product?code=KS-RA-07-010&mode=view
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Manual covering the definitions and methodology for the
calculation of the indicators.

« Concept of ‘employer enterprise’: The relevant statistical unit
is considered the enterprise with a least one employee, as
economically more significant than the non-employer firm.

« Use of business registers: The core EIP indicators of entrepre-
neurial performance are developed from business registers data,
and not from ad-hoc surveys, censuses or business surveys.

« Direct involvement of NSOs in the production of the EIP
indicators.

This chapter provides an update on activities undertaken by
the EIP in 2011 and early 2012. It covers detailed information
on the annual data collection, the preparation of the second
edition of the publication Entrepreneurship at a Glance, the
contribution to OECD horizontal work on Gender Equality
in Education, Employment and Entrepreneurship, and the de-
velopment of up-to-date indicators of entrepreneurship. Other
EIP activities are described in a more synthetic manner.

Data collection

The core set of indicators for the EIP are collected as part
of the data collection for the OECD Structural and Demo-

graphic Business Statistics (SDBS) database, which com-
prises three elements: Structural Statistics for Industry and
Services (SSIS); Business Statistics by Size Class (BSC); and
Business Demography (BD). Data for each of these compo-
nents are collected as follows:

« For European Union countries and Norway, data are di-
rectly extracted from the on-line Eurostat database.

« For other OECD countries, data are collected by the mean of
Excel questionnaires which are sent to NSOs on an annual basis.

In the framework of the EIP, the datasets BSC and BD are the
most relevant. Table 1 reports information on the data collection
for BSC and BD in 2011. Note that the BD statistics based on the
concept of employer enterprise are specifically produced by NSOs
for the EIP and are not part of an established collection among the
structural business statistics typically available in a country.

In addition, Table 1 also includes information on two other
collections conducted through questionnaires to NSOs: the
Trade by Enterprise Characteristics (TEC) database (linking
business register and trade statistics); and the new collection
undertaken in the fall of 2011 for gathering harmonised sta-
tistics on women entrepreneurship (the methodology is pre-
sented below under ‘Women entrepreneurship’).

Table 1: Coverage of entrepreneurship data produced by National Statistical Offices

Business Demography-

Women Entrepreneurship Statistics

Business statistics Export by size
Country by Size Class (BSC)  class (TEC) employer Population data:  Firm level data: enterprises
definition (BD) self-employment  owned by men/women

Australia Yes N/A N/A Yes, LFS data (5) N/A

Austria Yes Yes Yes Yes, LFS data Yes, BR data

Belgium Yes Yes Yes Yes, LFS data N/A

Canada N/A Yes Yes (%) Yes, LFS data N/A ()

Chile Yes (1) N/A N/A Yes, LFS data N/A (1)

Czech Republic Yes Yes Yes Yes, LFS data N/A

Denmark Yes Yes Yes Yes, LFS data N/A (M)

Estonia Yes Yes Yes Yes, LFS data N/A

Finland Yes Yes Yes VYes, LFS data Yes, BR data

France Yes Yes N/A Yes, LFS data N/A (')

Germany Yes Yes N/A Yes, LFS data N/A (13)

Greece Yes Yes, intra EU only N/A Yes, LFS data N/A

Hungary Yes Yes Yes Yes, LFS data N/A

Iceland Yes N/A N/A Yes, LFS data N/A

Ireland Yes N/A N/A Yes, LFS data N/A

Israel Yes No (°) Yes Yes, LFS data N/A

Italy Yes Yes Yes Yes, LFS data Yes, BR data

Japan No (%) N/A N/A Yes, LFS data N/A (%)

Korea Yes N/A N/A Yes, LFS data Complete establishment
survey.

Luxembourg Yes Yes Yes Yes, LFS data N/A

Mexico Yes (') N/A Yes (') Yes, LFS data Economic Census data ()

Netherlands Yes Yes Yes Yes, LFS data Yes, BR data

New Zealand Yes N/A Yes Yes, LFS data Yes, BR data
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Table 1: Coverage of entrepreneurship data produced by National Statistical Offices (cont.)
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Business Demography-

Women Entrepreneurship Statistics

Country Business statistics Export by size employer - —T i -

by Size Class (BSC)  class (TEC) P Population data:  Firm level data: enterprises
definition (BD) self-employment  owned by men/women

Norway Yes No () N/A Yes, LFS data () Yes, BR data

Poland Yes Yes N/A Yes, LFS data. Survey data ('°)

Portugal Yes Yes Yes Yes, LFS data N/A

Slovak Republic Yes Yes Yes Yes, LFS data Yes, BR data

Slovenia Yes Yes Yes Yes, LFS data Yes, BR data

Spain Yes Yes Yes Yes, LFS data Yes, BR data

Sweden Yes Yes Yes Yes, LFS data Yes, BR data

Switzerland No () N/A Yes Yes, LFS data Survey data (')

Turkey Yes Yes N/A Yes, LFS data N/A

United Kingdom Yes Yes N/A Yes, LFS data N/A

United States Yes Yes Yes Yes, LFS data N/A

Russia Yes (%) N/A N/A N/A N/A

") Only manufacturing.
%) Data were provided in the past; the current update available at the OECD is 2007.

)
)
)
)
°) The data collection and/or delivery ceased.
)
)
)
)
0

Economic Census data.
®) Comparability issues related to the classification of the incorporated self-employed.

1

(
(
(
(
(
(
(
(
(
(
(
(
(

%) Alimited range of variables was provided in past; the current update available at the OECD is 2005.
*) Data for two variables currently available; it is expected that the number of variables will expand.

°) Data are provided only at 2 digit level of NAICS, making an accurate correspondence with ISIC Rev.3 or Rev.4 impossible.

°) Available data from the Survey on Financing of Small and Medium Enterprises would allow producing indicators of women entrepreneurship.

19 Available data from the Encuesta Longitudinal de Empresas would allow producing indicators of women entrepreneurship.

) The Danish business register, linked with data on individuals, can be used to produce the indicators.

'?) Available data from the Systéme d'information sur les nouvelles enterprises (SINE) would allow producing indicators of women entrepreneurship.

%) Data from different sources (structural surveys, statistical business registers) allow the construction of the indicator on the number of enterprises owned by women and by men. However,

the data only provide information on the number of persons employed as sole-proprietors (and not on the number of sole-proprietor enterprises) and not all size-classes are covered in all

economic sectors.

(') Gender-disaggregated data are available only on the number of persons employed as sole-proprietors (and not on the number of sole-proprietor enterprises).
("®) Data are available only for indicators on the number of enterprises owned by women and men with size and industry breakdowns, and only for 2008.
(") Gender-disaggregated data are available on number of births, survival and employment growth rates from representative surveys of new businesses. For Poland, it is not possible to distin-

guish employer and non-employer enterprises.
Notes: Yes = satisfactory; No = data delivery ended; N/A = not available.
Source: OECD.

The synoptic table above illustrates that problems of data
availability exist for many OECD countries, especially for
the ‘employer business demography’ indicators (13 coun-
tries do not participate in the collection); for others, the
collection only covers a subset of the data requested by the
EIP) and the new indicators on women entrepreneurship
(e.g. only one third of the countries were able to contribute
to some extent to the data collection). The main obstacle re-
sides, often, in the scarcity of resources to be assigned to the
production of ‘employer business demography’, including
by gender, according to the requirements of the Eurostat-
OECD Manual; only for some countries, the absence of a
statistical business register is what prevents the computa-
tion of the EIP indicators.

Entrepreneurship at a Glance

To disseminate the results of the EIP, a new publication was de-
signed in 2011. Entrepreneurship at a Glance presents the set of
performance indicators developed by the EIP (i.e. entrepreneur-
ship as measured by ‘employer business demography’ indica-
tors) together with statistics on businesses by size class that set
the general context to interpret the entrepreneurship indicators.

The publication also contains thematic chapters on spe-
cific conceptual and methodological issues in measuring
entrepreneurship and its determinants and proposing sets
of harmonised indicators to be implemented by countries.
In 2011, two chapters presented, respectively: the EIP ap-
proach to measuring entrepreneurship, based on the use
of business registers; and the measurement of green entre-
preneurship. The 2012 edition also includes two thematic
chapters, the first on measuring women entrepreneurship
and the second on the use of business surveys to collect
information on access to finance that complement data
from Central Banks.

The feedback on the publication received by policy makers
and researchers has been positive, although a broader cov-
erage of statistics both in terms of countries and additional
performance indicators (for instance, breakdowns by age and
size) would better respond to the users’ needs. The timeli-
ness of the data is also an issue, as most of the data published
in Entrepreneurship at a Glance are three to four year old
compared to the publication year. In Europe, the question of
shortening the production process of business demography
indicators is currently being debated by Eurostat and the EU
Member States.
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Women entrepreneurship

The promotion of female entrepreneurship has become a
high-level priority for G-20 policy makers, as stressed by
the US Secretary of State Hillary Clinton during the 2011
Ministerial Council Meeting (MCM) of the OECD. The lack
of comparable data on gender differences in entrepreneur-
ship was identified as one of the most serious information
gaps faced by policy makers who aim to unlock the eco-
nomic potential of women. One of the main objectives of
the EIP project is thus to develop a set of simple and rel-
evant indicators, apt to describe international differences
in the characteristics of women and men entrepreneurs,
the number of businesses owned and controlled by women
across countries, and the size, industrial specialisation and
performance of these businesses. The approach for the de-
velopment of indicators of women entrepreneurship relies
significantly on the linkage of business register data with
administrative records on individuals.

The first statistics produced through this project are pre-
sented in Entrepreneurship at a Glance 2012. Despite the
current limits in the coverage of countries and economic
activities, these statistics provide unique information on
differences in entrepreneurial activity of men and women.
The methodological work undertaken for this project can
serve as a basis for further development of statistics on ‘en-
trepreneurs. Indeed, the linkage of business register data
with administrative records on individuals can fill infor-
mation gaps in other relevant policy areas, such as migrant
or young entrepreneurship. Knowing more about the indi-
viduals who create new businesses is crucial to understand
sources of differences in entrepreneurship across countries,
and to identify barriers hindering employment creation
and economic growth.

Methodological approach

As for the other EIP data collection, the project proposes
novel and internationally harmonised use of existing data,
so as to minimize the burden on statistical offices and en-
terprises. Two different sources of existing data are relevant
for the production of statistics on women entrepreneur-
ship: data from the labour force surveys and population
censuses, and firm-level data from registers, surveys and
economic censuses.

Among firm-level statistics, business registers are the
preferred source, since they enable the production of
yearly statistics and are more suited to the construction
of dynamic indicators (e.g. survival rates and employment
growth). The project aims to produce gender disaggregat-
ed employer business demography indicators as defined
in the above-referenced OECD-Eurostat Manual on Busi-
ness Demography Statistics. The disaggregation by gen-
der is based on the shares of the equity, interest, or stock
of the business owned by women and by men. Given the

m Entrepreneurship determinants: culture and capabilities

difficulties in collecting information on ownership shares,
the project has an initial focus on sole-proprietor enter-
prises. In practice, records on sole-proprietor enterprises
are linked to administrative records on individuals (from
tax files or other sources), and the enterprise is defined
as ‘woman or man-owned’ according to the gender of the
sole-proprietor. In a second stage, the project aims to ex-
tend the analysis to partnerships and limited liability com-
panies. If business registers cannot be used for producing
the indicators (either because they do not exist or because
they do not incorporate any information on the owners),
other sources of data such as economic censuses or repre-
sentative business surveys are considered.

The indicators based on labour force survey data describe
characteristics of self-employed women and men. Besides
gender, characteristics of interest are age, education, nation-
ality, tenure in business ownership, presence of children and
hours worked in the business. For each indicator, distinct
information is produced for self-employed with and with-
out employees, if survey samples are large enough. The main
methodological issue relates to the classification of the incor-
porated self-employed. While in official statistics for most
OECD countries, the self-employed who incorporated their
businesses are counted as self-employed, in some countries
(such as Australia and the United States) they are counted
as employees. As this different classification might seriously
compromise comparability, an effort is made to produce in-
dicators based on a population including both incorporated
and unincorporated self-employed.

Issues related to the production
and collection of statistics

The production of business demography indicators disag-
gregated by gender or other characteristics of the owners is
challenging for most countries. Nordic countries have highly
integrated business and population registers that are per-
fectly suited to this type of analysis. Other countries, such
as Italy, have already made considerable investments in the
construction of register-based, linked employer-employee
data. In most OECD member countries, however, the devel-
opment of information on individuals’ ownership and roles
in the businesses is still incomplete.

The linkage of enterprise and personal records generally re-
quires significant resources. The suitable source of informa-
tion on individual owners needs to be identified, and spe-
cific algorithms need to be developed for the data linkage.
Notwithstanding these difficulties, ten countries (Austria,
Finland, Italy, Korea, Netherlands, New Zealand, Slovakia,
Slovenia, Spain and Sweden) have already produced the
indicators on sole-proprietor enterprises. Other countries
(Germany, Japan, Mexico, Poland and Switzerland) were
able to produce a subset of the indicators using data from
representative surveys and economic censuses. If statistical
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offices were able to devote specific resources to the project,
the coverage of countries could be significantly expanded
over the next two years. More information on data avail-
ability and methodological work is required to extend the
data collection to limited liability companies.

Timely indicators

To respond to the need of more up-to-date information, a
new series of ‘timely indicators’ of trends in the new firm

creation and bankruptcies has been developed to supple-
ment the EIP harmonised indicators that are typically two
or three-year old. Timely indicators use national data se-
ries directly available on websites either of NSOs or alter-
native sources (e.g. chambers of commerce, business as-
sociations, registers of bankruptcies). Table 2 reports the
list of sources for the countries where suitable series have
been identified.

Table 2: Sources of the EIP series ‘Timely indicators of entrepreneurship’

Country New firm creations Bankruptcies

. Australian Securities and Investments Australian Securities and Investments Commission,
Australia Commission, monthly data. monthly data.
Belgium SPF E’conomig DGSIE, Dynamique SPF Economie, DGSIE, Dynamique de la population

de la population des enterprises, monthly des enterprises, monthly

Denmark Statistics Denmark, quarterly data. Statistics Denmark, quarterly data.
Finland Statistics Finland, quarterly data. Statistics Finland, quarterly data.
France INSEE, monthly data INSEE, monthly data.
Germany DESTATIS, monthly data DESTATIS, monthly data
Iceland Statistics Iceland, monthly data. Statistics Iceland, monthly data.
Italy Infocamere, quarterly data. Infocamere, quarterly data.
Japan N/A Japan Small Business Research Institute, monthly data.

Netherlands CBS, quarterly data.

Norway Statistics Norway, quarterly data.
Spain INE, monthly data.
Sweden Swedish Agency for Growth Analysis,

ceased end 2010.

Companies House, monthly data.
BLS, quarterly data

Rosstat, monthly data.

United Kingdom
United States
Russia

CBS, quarterly data.
Statistics Norway, quarterly data.
INE, monthly data.

Swedish Agency for Growth Analysis, quarterly data.

Companies House, monthly data.
BLS, quarterly data.
Rosstat, monthly data.

Source: OECD

The series use national concepts and definitions and are
therefore not harmonised across countries. The analysis is
nevertheless relevant at the level of national trends, as il-
lustrated by Figures 1 and 2 where the impacts of the global
crisis are observable in all the countries for which data are
available.

Further developments of the timely series involve two lines
of work. The first consists in benchmarking the timely series
with the corresponding business demography harmonised
series to verify correlations and discrepancies for each coun-
try. The second aims at extending the country coverage, if ap-
propriate national quarterly or monthly series are available.
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Figure 1: Timely indicators: new firm creations
Number of new enterprises, Trend-Cycle 2006 =100
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Figure 2: Bankruptcies
Number of bankruptcies, Trend-Cycle 2006 = 100
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Other developments

Other activities completed in 2011 or being currently con-
ducted by the EIP are briefly described below. They involve
the development of specific new indicators of entrepreneuri-
al performance and determinants.

Green entrepreneurship

In the context of the OECD Green Growth Strategy, a review of
existing definitions and measures of green entrepreneurship
implemented at the national and international level was con-
ducted in 2011. It aimed at identifying suitable measures for
a harmonised cross-country collection of indicators of green
entrepreneurship. Based on the key concepts of ‘employer

business demography’ of the EIP, new measures of green en-
trepreneurship have been elaborated and are now used by the
OECD in its analytical work. (°)

High-growth innovative enterprises

In 2011, the EIP provided assistance to the European Com-
mission and Eurostat for the development of a new indi-
cator to measure the share of employment in high-growth
innovative enterprises in the economy. The EIP harmonised
definition of ‘high-growth enterprises’ was used as the ref-
erence for building the new indicator. Once finalised, the
indicator will contribute to establishment of the ‘innovation

(°) See for instance CFE/SME(2011)9/REV1 Green Entrepreneurship, Eco-Innovation and SMEs.

Entrepreneurship determinants: culture and capabilities m eurostat



http://www2.oecd.org/oecdinfo/info.aspx?app=OLIScoteEN&Ref=CFE/SME(2011)9/REV1

Developing Entrepreneurship Indicators

headline indicator’ in the framework of the EU2020 Strat-
egy, under the Innovation Union’ flagship initiative. (°)

Determinants of entrepreneurship

Indicators of entrepreneurial determinants are typically used
by analysts and outside researchers to carry out statistical
and econometric analysis on the relationship between de-
terminants, performance and impact of entrepreneurship,
particularly the analysis of the different performance of en-
trepreneurship across countries, i.e. what explains the level of
entrepreneurial activity in a country?

Comparable cross-country indicators of determinants al-
ready exist for at least three of the six determinant areas
identified in the EIP conceptual framework, i.e. regulatory
framework, market access, knowledge creation and diffu-
sion. These indicators are a mix of official and non-official
statistics. The EIP saw an opportunity of original contribu-
tion in the area of ‘access to finance’ (see chapter 12 in this
publication), specifically as concerns the measures of equity
capital where standard concepts and measures are missing
at the international level. Data on venture capital and busi-
ness angels are mainly, although not exclusively, produced
by the regional and national associations that regroup ven-
ture capital companies and business angel groups or net-
works. The quality and reliability of the available data are
poor or, in any case, difficult to assess; indeed, information
is not collected by the associations for analytical purposes
but to showcase to policy makers the relevance of the mar-
ket for equity capital.

To contribute to a better understanding of the available sta-
tistics, the EIP has started an in-depth review of concepts
and methodologies for the collection of data on venture
capital and business angels. The ultimate goal is to issue
recommendations to the data producers to improve the
international comparability of data through harmonised
definitions and methodologies. This exercise is done in co-
operation with regional and national associations in the
field of equity capital.

Advancing the agenda

There is an increasing demand from policy makers of meas-
ures of entrepreneurship comparable across countries. Yet, the
development by the EIP of internationally-comparable indi-
cators for entrepreneurship encounters difficulties, despite the
recognised relevance of such indicators for policy analysis and
design. (")

It is possible that insufficient awareness of the EIP explains
the absence of some countries from the programme. How-
ever, it is the lack of sufficient resources in national statisti-

(®) See http://ec.europa.eu/europe2020/europe-2020-in-a-nutshell/flagship-initiatives/
index_en.htm

(") Forinstance, EIP indicators are now included in regular OECD publications such as the

STl Scoreboard, STI Outlook and Financing for SMEs and Entrepreneurship: An OECD
Scoreboard.
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cal offices that seems to be the main reason hampering the
participation in the harmonised collection, or significantly
delaying the data delivery. An additional reason is the lower
level of priority assigned to the compilation of harmonised
statistics on entrepreneurship compared to that assigned to
other international datasets. At the national level, business
demography statistics are produced by some NSOs that do
not participate in the EIP; data exist for instance in Aus-
tralia, France and the United Kingdom, although the na-
tional character of the definitions adopted in each of these
countries does not allow comparisons with other OECD
members.

Also, in the past few years, other private international data-
sets of indicators for entrepreneurship have become avail-
able, and some that already existed (e.g. the Global Entre-
preneurship Monitor — GEM) have increased their country
coverage as well as the range of indicators they produce. On
the Internet, a quick search for international indicators of en-
trepreneurship gives today the impression of an abundance
of information.

The need of a harmonised collection as the one promot-
ed by the EIP could therefore appear less compelling. An
in-depth analysis of the content and characteristics of
existing collections of indicators of entrepreneurial per-
formance and/or determinants reveals, however, that the
other international collections cannot be a substitute of
the EIP collection.

An overview of international datasets of entrepreneurship
indicators is presented in Table 3. It includes indicators pro-
duced by private consortia (e.g. GEM), international and
supranational organisations (e.g. the World Bank, the Eu-
ropean Commission, Eurostat (*)), and researchers in aca-
demia (e.g. Compendia). The differences in scope, coverage
and methodology are many, due to the diverse ambitions,
resources and stakeholders of each of the data collections.
Among the issues to be considered:

o Data refer to individuals and not to businesses (GEM
and Eurobarometer): While a wealth of information is
produced on the characteristics of the entrepreneurs or
would-be entrepreneurs, no information is derived on the
actual performance of the created enterprises.

o Collection limited to a specific legal form of enterprise
(WB) and not to the enterprise as statistical unit: The in-
dicator of ‘entry density’ produced by the WB covers only
limited liability companies.

« Concerns over the quality of the data (GEM and WB):
There are issues with the representativity of the data sam-
ples or the reliability of the data sources.

(%) Eurostat carries out two distinct collections of business demography statistics at
the EU level. The first collection covers business demography data (with no distinc-
tion between non-employer and employer firms) and is mandatory for EU Member
States. The second one is conducted, since 2008, within the framework of the EIP
and concerns the ‘employer business demography’; this collection is at present
voluntary.
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» No comparisons possible at the broader international level tioned, the unavailability of distinct series for employer
(Eurostat business demography covering non-employer and non-employer enterprises reduces comparability with
and employer firms): While the data quality is not ques- non-EU countries.

Table 3: Other international collections of entrepreneurship indicators

Data series Characteristics Coverage
Entrepreneurship performance
Global Entrepreneurship Survey of at least 2000 individuals (aged between 18 and Around 50 countries, including
Monitor 64; several exceptions) conducted by national teams in each 26 OECD members (in 2011 Edition).
(Global Entrepreneurship country participating in the GEM project. Indicators of entrepre- | From 2000 (for a selection of coun-

Research Association - GERA) | neurial activity: total early stage activity (nascent entrepreneurs | tries) onward. Annual update.
or owners-managers of new businesses).
Non-official statistics.

World Bank Group Indicator of numbers of limited liability companies, or its equiva- | Around 120 countries, including all
Entrepreneurship Survey lent in other legal systems. Mix of official and non-official statistics. OECD members.
From 2000 onward.

Eurobarometer Survey Survey of individuals conducted by Gallup. It investigating peoples’ | EU27; Iceland, Japan, Korea
on Entrepreneurship entrepreneurial mindset (see below, under determinants), butalso  Norway, and Switzerland, Turkey,
(European Commission - DG contains information on entrepreneurial activity by respondents United States, China.
Enterprise and Industry) who have been involved in any phase of the process of setting-up  First edition issued in 2000 (for

a business. Three groups are identified: those who were taking the  EU15); latest in 2009. No annual

necessary steps to start up a business at the time of the survey; update.

those who had started (or had taken over) a business in the last
three years and which was still active at the time of the survey;
established business: those who had started (or had taken over) a
business more than three years ago, and which was still active at
the time of the survey. Non-official statistics.

Compendia — Comparative Indicators on business owners from OECD LFS data as the main 30 OECD countries.
Entrepreneurship Data data source, complemented by other sources as needed. Only From 1970 onward. Annual
for International Analysis persons who are self-employed as their main occupation are update.

(EIM Netherlands). included in the figures. EIM makes a unified dataset of busi-

ness owners as the definitions of business owners in the OECD
statistics are not fully compatible between countries. In some
countries, business owners are defined as individuals owning
a business that is not legally incorporated. In other countries,
owner/managers of an incorporated business (OMIBs) who enjoy
profits as well as a salary are also considered as self-employed.
There are also countries that classify a part of the OMIBs as self-
employed and another part as employee. Researchers’ elaboration
on official statistics.
EU Business Demography Statistics on business demography from statistical business EU Member States.
(Eurostat) registers. Data do not distinguish between employer and non-
employer firms. Official statistics.

Entrepreneurship determinants

Global Entrepreneurship Survey of individuals (see above). Collection of data on entrepre-  Around 50 countries, including

Monitor neurial perceptions and attitudes. 26 OECD members (in 2011 Edition).

(Global Entrepreneurship From 2000 (for a selection of coun-

Research Association — GERA) tries) onward. Annual update.

Eurobarometer Survey Survey of individuals conducted by Gallup. Collection of statistics | EU27; Iceland, Japan, Korea

on Entrepreneurship on the motivation, choices, experiences and obstacles linked to Norway, and Switzerland, Turkey,

(European Commission — self-employment. United States, China.

DG Enterprise and Industry) First edition issued in 2000 (for
EU15); latest in 2009. No regular
update.
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Table 3: Other international collections of entrepreneurship indicators (cont.)

Data series

Characteristics

Coverage

World Bank Doing Business

business.

OECD Product Market
Indicators

Survey of domestic laws, regulations and administrative require-
ments conducted by national teams of experts. Information
gathered is quantitative measures of business regulation in areas
considered relevant for starting a business, running and closing a

Qualitative information on country laws and regulations is col-
lected through a questionnaire to national administrations and
turned into quantitative indicators after peer review of the ques-

183 economies, including all OECD
and EEA countries.

From 2001 onward. Annual
update.

OECD members, EEAC countries.
Update every 5 years, first series in
1998, most recent in 2008.

tionnaire results. The database comprises an indicator 'barriers to
entrepreneurship, composed of three sub-indicators: administra-
tive burdens on start-ups; regulatory and administrative opacity;

and barriers to competition.

Source: OECD

In light of the distinctive characteristics of the EIP, i.e. its
comprehensive approach to the measurement of entrepre-
neurship, the use of official statistics and the quality and re-
liability of the indicators produced, it appears important to
continue the efforts of producing harmonised indicators.

To conclude, it is worth mentioning two facts that will have a
positive impact on the EIP. The first is the fact that the collec-
tion of ‘employer business demography’ data, now conducted
on a voluntary basis in the European Union, will soon be-
come a legal act and will make mandatory the annual col-
lection of the EIP core performance indicators in the EU
Member States.

m Entrepreneurship determinants: culture and capabilities

Secondly, the future implementation of ‘International Guide-
lines for Business Registers, currently in preparation by an in-
ternational Task Force set up by the Conference of European
Statisticians, will contribute to further harmonising statistical
business registers across countries and promote their devel-
opment in countries where they do not yet exist. As business
registers are the basis of the EIP indicators, the ongoing work
is expected to facilitate data harmonisation and advance work
in key areas such as the linking of business register data with
other administrative and survey data. These are important as-
pects for the development and computation of entrepreneur-
ship indicators.
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Introduction

Entrepreneurship education programs around the world face
the same challenge: How do you assess effectiveness using
reliable indicators? This question has become much more
important in a time when initiatives to support and create
new entrepreneurs are multiplying around the world. In the
Universities and colleges in the United States alone, the num-
ber of entrepreneurship education programs increased from
a handful in the 1970s to over 1600 in 2005 (Kuratko, 2005).
Professors, researchers, business support organizations and
people interested in development are beginning to dedicate
more time to this question.

Understanding the impact of existing programs can help
both to understand more about their effects and to help in
the design of new programs. Much knowledge has been tak-
en from teaching best practice and techniques such as obser-
vation, standardized rating scales, record reviews, criterion-
referenced testing, authentic assessment and standardized
achievement tests can all be used by entrepreneurship educa-
tors to assess their programs. However, scholars argue that
those working in the field must also look at the reliability of
data available, particularly focusing on increasing longitudi-
nal studies and creating multiple-country datasets (Crook et
al., 2010). Bearing in mind the costs and efforts needed to
achieve long-term evaluation, a real tension exists between
what needs to be evaluated to assess progress and what can
be assessed in practice.

This article aims to look at evaluation from a practitioner’s
viewpoint. It takes international expertise and experience
to collate best-practice in entrepreneurship education pro-
grammes and their evaluation looking at indicators that are
currently used, those that are being developed, or new po-
tential indicators. To illustrate the point, and pull together
a research framework that can be used across developing
countries, we have used the experience of Endeavor, an in-
ternational non-profit dedicated to foster high-impact en-
trepreneurship in 11 emerging economies. Endeavor has
trained more than 400 high-potential entrepreneurs since its
inception in 1997, based on a peer-to-peer model that con-
nects these entrepreneurs with experienced business people
that volunteer to donate their time and knowledge to them.
In its operation in Brazil, Endeavor is piloting initiatives to

(") Endeavor, Sao Paulo, Brazil

broaden its offer to reach early stage entrepreneurs and stu-
dents in universities.

Thank you to Guilherme Suedekum from Endeavor for
his research assistance, and Professor Shima Bakarat from
the University of Cambridge and Professor Doan Winkel
from the University of Illinois for their work reviewing
the article.

Overview

We start with the premise that entrepreneurship programs
have an effect: that entrepreneurship can be taught. Peter
Drucker (1985) was one of the first, and one of the most in-
fluential academics to argue that entrepreneurs are made,
not born. He initiated a strong argument that like any other
discipline, entrepreneurship could be learned. This has been
supported by many academics since, including Gorman,
Hanlon and King (1997).

A recent European Commission (2008) study looks at a wide
range of entrepreneurship training programs and presents a
set of criteria for good practices for developing a course in
entrepreneurship education:

The purpose of the course / program is well established, with
final results expected (definition of goals, and ability to meas-
ure outcomes related to these goals).

Balance between practical and theoretical aspects. Teaching
makes use of traditional and interactive methods.

Activities and events are organized to promote students’ abil-
ity to work together and create team spirit, develop networks
and see opportunities.

Different guest speakers are involved (e.g. specialists in pat-
ent law, finance companies, etc.). Close relationships with the
local entrepreneurial environment, and educators are part of
relevant networks (formal and informal).

Young entrepreneurs (e.g. alumni who have opened compa-
nies) and senior executives should be involved in courses and
activities, and contribute to their development. They should
aid with practical experience, cooperating on projects with
students and working on concrete enterprise projects.

Courses and activities are part of a wider program of entre-
preneurship, with support mechanisms for start-up of stu-
dents.

Promoting exchanges of ideas and experiences among teach-
ers and students from different countries in order to encour-
age mutual learning and give an international perspective to
the programs, courses and activities.

The first part of this paper uses this structure and focuses
on the aims of courses and then on methodology, including
infrastructure. We then focus on evaluation and draw on the
aims and methodology of courses defined, to pull together
good evaluation methods.
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Lastly well pull together this best practice information, and
use the case study of Endeavor Brazil, to show how programme
evaluation could be implemented in a developing economy.

What are the aims?

Entrepreneurship education programs can have many and
varied effects, partly due to the great range of them on of-
fer. Therefore it can be challenging to define the aims of a
program, which has large implications for designing and
constructing the delivery of programs and their evaluation.
Much knowledge can be drawn from experts in education
who look for a wide range of progress in areas that include
knowledge, metacognition (awareness of the learning pro-
cess), attitudes, and skills (Bauer et al., 2008).

Leading international bodies such as the European Com-
mission (2008), the Organization for Economic Coop-
eration and Development — OECD (2009) and the World
Economic Forum — WEF (Volkmann et al., 2009) have
compiled a list of entrepreneurship education programs
and their aims. The EC paper focuses on courses in High-
er Education and has pulled together three main goals:
(1) Alert and motivate students about entrepreneurship;
(2) Train students in how to open a business and make this
business grow; and (3) Develop skills to understand and ex-
plore business opportunities.

When looking at this in conjunction with the papers by WEF,
OECDandtheEntrepreneurialIndicatorsProgramme(Ahmad
and Hoftmann, see chapter 2 of this book) it appears worth-
while to split the first EC goal into two aims. The EIP uses a
model which divides performance from determinants, in this
case, advocating the separation of attitudinal changes from
behavioral changes. Taking the Volkmann et al. (2009) rec-
ommendation to separate the goal of creating start-ups and
education, we aim to absorb goal 2 into all the other focuses.
From a methodological point of view it also helps to consider
the impact of the program and focus on the effects.

Therefore the overviews of entrepreneurship education pro-
grams show that they seem to share four main objectives:

1) Increasing knowledge about entrepreneurship

2) Creating more entrepreneurial attitudes amongst
participants,

3) Creating more entrepreneurial behavior amongst
participants

4) Developing participants’ entrepreneurial skills.
Increasing knowledge

about entrepreneurship

Knowledge about entrepreneurship can be split into many
stages. Often the first, particularly amongst younger students,
is an awareness of entrepreneurial career options (Donckels,
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1991). This is followed by other knowledge to help an entre-
preneur actually start and grow a business such as Intellec-
tual Property protection (Vesper & McMullen, 1988), how to
position oneself in the market (Ronstadt, 1987), social capi-
tal, including knowing sources of venture capital (Baron &
Markman, 2000), and examples of real-life challenges associ-
ated with venture development (McMullan and Long, 1987;
Plaschka and Welsch, 1990).

Many programs use straight-forward evaluation methods to
assess this level of knowledge. Focus groups or surveys of stu-
dents before and after the program are often used as a simple
method to assess whether participants have increased their
knowledge about entrepreneurship, and it can be ascertained
quite quickly after the course (OECD, 2009). However, be-
fore relying on participants’ opinions, a note of warning must
be sounded. An important part of assessing knowledge using
these evaluation methods is metacognition, or the knowl-
edge of what you know. Students must be able to evaluate
their own progress to a reliable extent. (See articles on meta-
cognition by Paris and Winograd, 1990; Desoete, 2007.)

For entrepreneurial training programs and their evaluation,
metacognition is particularly important due to the diverse
nature of entrepreneurship. It is likely that each student will
have slightly different needs, especially if they are designing
their own business, and therefore students need to drive their
own learning process as well as being able to assess the effects
afterwards. When using self-assessment methods of evalua-
tion, program managers must either ensure that participants
are able to self-assess their progress, or take into account that
students may not accurately report their own learning pro-
gress and implement other forms of evaluation.

Increasing knowledge about entrepreneurship can create
more entrepreneurial attitudes as people become inspired by
what they have learned.

Creating more entrepreneurial attitudes
amongst participants

Entrepreneurial attitudes are made up of perceptions about
entrepreneurs and entrepreneurship, attitudes toward be-
coming an entrepreneur oneself, and entrepreneurial ambi-
tion — towards either setting up or growing a business. The
first is an attitude currently held toward a societal concept
such as whether entrepreneurship is a good career choice, or
whether a person is disposed to take risks, while the other
two are attitudes about ambition held about a person’s future.

The first group of perceptions is easier to analyze as it’s a cur-
rently held view about the present. Studies such as the Global
Entrepreneurship Monitor (GEM) and the Eurobarometer have
measured these perceptions over ten years in multiple coun-
tries and the GEM 2010 report states that the majority of these
data do not change within a country over 10 years (Kelley et al.,
2011). Most training programs do not assess these perception
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effects due to the aforementioned small changes, as well as the
fact that anyone choosing to be part of an entrepreneurship pro-
gram would be likely to have high perceptions of entrepreneurs
and entrepreneurship at the beginning of the course.

Therefore the second group is more important, but also more
complicated to assess because it is very difficult to attribute
quantifiable measures to define entrepreneurial attitude and
ambition. Often changes of this kind are also measured by
surveys before and after the program. Attitude changes are
more difficult to measure, as the time of surveys must be con-
sidered. Running a post survey very soon after the event can
cause a ‘glow’ effect with overly-positive answers and Good
(2007) recommends running surveys four weeks after the
close of a program to avoid this problem.

Looking at existing data, we can note that side effects can
occur. In attempting to increase knowledge about entre-
preneurship, entrepreneurship education programs can
discourage some participants from wanting to be an entre-
preneur. Looking at evaluation of a mini-company program
run for vocational students in the Netherlands, we can see
that impact on the students’ intentions to become an entre-
preneur was ‘significantly negative’ (Oosterbeek, van Praag
and Ijsselstein, 2010). By contrast, research by McHugh and
Gorman (2006) and Fleming and Owusu-Ansah, (2001) in
Ireland showed that entrepreneurial programs did have a
positive effect on entrepreneurial behavior.

Herein lays the difficulty in attempting to compare or extrap-
olate results of across more than one program. Many factors
could make a difference in the impact on the students such
as quality of program, quality of teaching, fit with audience
and time of evaluation. McHugh and Gorman’s (2006) work
shows that the type of program makes a great difference to
the effect on entrepreneurs.

Changing attitudes is one factor that can influence changes in
behaviour, including in the case of entrepreneurship (Ajzen
& Fishbein, 1977).

Creating more entrepreneurial behavior
amongst participants

Entrepreneurial behavior is simply defined as the act of start-
ing up a business. However, taking a more Schumpeterian
view of entrepreneurship as creating value, entrepreneurial
behavior can also be applied in intrapreneurship and grow-
ing a company as well as the OECD’s definition (2009) which
includes voluntary work or creating new clubs and societies.

Measuring traditional types of entrepreneurial behavior
such as frequency of start-up is fairly straight-forward, but
involves the aforementioned attribution and causality prob-
lems. It is much more difficult to measure other types of en-
trepreneurial behavior such as intrapreneurship and effect on
business growth, and more difficult still is measuring effects
in voluntary, social or domestic work (Iredale, 2002). These

indicators also suffer from the same causality problems as en-
trepreneurial behavior.

The evaluation of the Berger program for Arizona State Uni-
versity students found that participation in the program had
a positive impact in terms of: risk-taking and the formation
of new ventures; increasing the likelihood of becoming self-
employed; income; the growth of firms; promoting technolo-
gy-transfer from the university to the private sector; and, less
strongly, job satisfaction (Charney and Libecap, 2000).

GEM data studies people that took part in compulsory train-
ing and controls for an individual’s demographic background
and country-specific conditions. It demonstrates a ‘gain from
training, which is seen more in countries with favorable eco-
nomic conditions where the positive effects from training
can be more easily translated into behavior. In Western Eu-
rope with its low rate of early-stage entrepreneurial activity,
people with training are twice as likely to start a business as
those without (Kelley et al., 2010).

In this case, the positive results from both programs negate
the negative findings made by the aforementioned Nether-
lands study on recent graduates of a mini-company program.
This could be an effect of two different programs taking
place in different places with different teachers and different
content. However it could also be due to the difficulties in
predicting future behavior from students’ perceptions about
their future and an effect of the different timescales of the
evaluation. The recent graduates of the program in the Neth-
erlands may have been initially dissuaded from becoming an
entrepreneur, but years after taking part in a program, this
could change.

While increasing participants’ knowledge, attitudes and be-
haviours are effects of entrepreneurship education, the ma-
jority of programmes focus on increasing skills.

Developing participants’
entrepreneurial skills

Entrepreneurial skills are competences that help some-
one to set up a business. However, defining which skills to
measure can be difficult. Most entrepreneurship programs
attempt to measure change in traditional business skills
such as sales, business planning and finance. However, as
many experts have pointed out, skills required to start a
business are different to those required to run a success-
ful business (Gartner & Vesper, 1994; European Commis-
sion, 2008). Measuring less traditional skills can prove
more challenging. Entrepreneurship skills are broad and
encompass areas such as identifying opportunities, innova-
tion, problem-solving, team-working and risk-assessment
(European Commission, 2008; McMullan and Long, 1987;
Vesper & McMullen, 1988).

Assessing change in entrepreneurship skills is easier as prac-
titioners can rely on a wide range of expertise from the edu-
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cation sector. Bauer et al (2008) show that teachers assess a
wide variety of skills including interactivity, communication,
decision-making and practical, and this experience can be
used by the entrepreneurship education sector. Many leading
evaluators of entrepreneurship skill-building programs focus
on evaluating both types of skills. When assessing its second-
ary school students, the National Foundation for Teaching
Entrepreneurship (NFTE) looks at entrepreneurial skills
such as opportunity recognition and wealth creation as well
as business-oriented skills such as marketing, sales and writ-
ing a business plan.

Opverall, while courses have different aims, the majority of
courses try to change participants’ knowledge, attitudes,
behaviour and skills, and use some method of evaluat-
ing this. The University of Cambridge pulls these aims
together and looks at a way to measure self-efficacy — a
person’s perceptions of their skills to predict changes in
their behaviour. (See Bakarat, 2011 for more information.)
Bakarat suggests that courses improve entrepreneurship
self-efficacy (ESE) based on ‘people’s beliefs about their
capabilities to produce designated levels of performance
that exercise influence over events that affect their lives’
(Bandura in Bakarat, 2011, p.4). They contend that highly
efficacious people are more enterprising as they set more
challenging goals and recover quickly from failures and
entrepreneurs are much more likely to start a company
when they are positive about the expected outcome (Chen
et al, 1998). This model can work within the other aims
suggested, and helps to link them.

What are the best teaching methods?

Once clear about the aims of the programs, one can look
at the best ways of delivering them. This part of the article
is largely focused on methods, rather than the role of the
teachers.

Entrepreneurship courses often have more of a relevance
to the real world than other types of courses. Therefore,
when looking at teaching methods it's important to bear in
mind this strong practical bias, which is even higher than
other general business courses. Ronstadt (1987) proposes
lectures, case studies and feasibility plans as ways of trans-
ferring information and expertise to students, helping to
deal with alerting students to the difficulties in entering
the market and positioning themselves. Controversially,
Sexton and Upton (1984) suggest that entrepreneurship
studies should focus on individual activities rather than
in groups, but the vast majority of experts encourages the
opposite. Overall, a wide range of experts call for ‘active
learning’ in entrepreneurship and various studies have
shown that students can learn more effectively when ac-
tively involved in the learning process (Bonwell and Eison,
1991; Sivan et al, 2001).
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The most effective methods, listed below, are all methods of
active learning that try to connect the classroom to the real
world. The preferred are (European Commission, 2008):

 Group techniques to create new business ideas;
o Workshops for business planning;

o Business simulation;

o Case study; and

o Network

Group techniques to create
new business ideas

Taylor and Greve s literature review (2006) explains that in-
novation can be result of two sources: a) the knowledge avail-
able for an innovative activity (Ahuja, 2000; Powell, Koput,
& Smith-Doerr, 1996) and b) the ability of team members
to apply available knowledge as a group (Brown & Duguid,
1991; Tripsas, 1997; Von Hippel, 1988). As creativity is con-
sidered as the first stage of the overall innovation process
(Amabile, 1996; West, 2002), the institution of higher educa-
tion could promote activities that enhance it. Creativity ses-
sions can yield ideas that could become business in the future
(Volkmann et al., 2009). These group techniques work well
with the following methods, as part of workshops and other
studies based on real life.

Workshops for business planning

Even though practical application of business planning is still
not well understood (Castrogiovanni 1996, Honig 2004) sug-
gests that exposure to some types of entrepreneurial activi-
ties, including business planning, increases individual inten-
tions to start a business. These types of activities resemble
real world situations. Workshops to create business plans are
another important way of creating situations where students
can apply the knowledge and tools taught in classes to create
idea that are applicable to the real world (Kelmar, 1992).

The Alumni society of the University of Vienna and the Tech-
nical University of Vienna offer a series of workshops for
students who consider themselves potential entrepreneurs.
Also, the Technical University of Catalonia, through the IN-
NOVA Program, promotes innovation and entrepreneurial
cultural in the university community. Among many other
methods and efforts, INNOVA offers workshops to all stu-
dents, faculty and staft (European Commission, 2006).

Researchers at Cornell University (Decker et. al, 1988) studied
the effects of a woodland management workshop on partici-
pants and the businesses they worked for. As such, the study
provides relevant information about whether workshop train-
ing can change the practices of existing businesses. The re-
search showed that the workshop had an immediate influence
on two-thirds of attendees to engage in management activities.
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A few diminished their intentions because they learned their
original expectations had not been realistic.

The study also involved an evaluation two and a half years af-
ter the event to see whether anything had been implemented
in the businesses, or whether effects had faded. Somewhat
surprisingly, the effects had actually increased. 82% of at-
tendees who left the workshop with a high level of intentions
performed to the level, and they were joined by two-fifths
of people that had left the workshop with a medium level of
intention. Of those with no intentions to engage in manage-
ment practices, two-thirds carried out a medium level of ac-
tivities and one-third carried out a low level. They attributed
this directly to the workshop, indicating a delayed impact.

Workshops can clearly make a difference to intentions for
business development and then also implementing changes
into business practice. When focusing on students without
an existing business, the workshops for business-planning
can lead very neatly into business simulations, where stu-
dents can use the skills they learned.

Business simulation

Business simulations are also methods of giving opportuni-
ty to students to put their knowledge into practice. Simula-
tions can work because they teach students what it would be
like to start or run a business in the real world. A key con-
sideration for entrepreneurship educators is to ensure that
environmental feedback is given — to simulate the types of
feedback an entrepreneur would receive from the market.
According to Saravasthy (2001), entrepreneurship is an ac-
tivity that requires an individual to test and modify a range
of products, services, materials and ideas. In other words
it is an inductive process based on attempts, rather than a
deductive process. The decisions of entrepreneurs will be
based on the responses given by the market. Since in a busi-
ness simulation activity students are free to put their ideas
in practice regardless the output they will reach (in contrast
with a project-oriented activity), this experience provides
the necessary environment to develop entrepreneurial skills
in its participants.

There are various ways of using simulations, computer games
and business competitions are amongst the favorite meth-
ods. Many universities send teams of students representing
them around the world in competitions (Ames, 1989; Hin-
dle, 1997; Kahrs, 1995; Maitland, 1996). Universities such as
the University of Cyprus organize competitions where their
students can simulate that they own a business and have to
face obstacles encountered by real firms. Centers including
the Entrepreneurship House at Grenoble universities (an
effort from five universities to promote entrepreneurship
among their students) and institutions as Greece’s Ministries
of Education and Development also organize competitions
(European Commission, 2006).

Computer-based business simulations are one way to gener-
ate the feeling and responsibility of possessing a real enter-
prise, particularly when used in time-constrained environ-
ments or large business classes where teaching cannot be
tailored to a specific students’ idea (Volkmann et al., 2007).
The use of business simulations is increasing, particularly in
the United States, and a survey conducted in 1995 (A. J. Faria
& Nulsen, 1996) suggested that 97,5 % of all member schools
of Association to Advance Collegiate Schools of Business
(AACSB) were using at least one simulation game.

The University of Chicago tested the effectiveness of Thresh-
old Competitor, a web-based business simulation on three
entrepreneurship classes. The study looked at a wide vari-
ety of entrepreneurship skills and found that the simulation
did teach several essential financial and marketing skills as
well as the impact of good team performance. However, it
did raise the problem as to how to involve all students in the
team, which needs more study (Fregetto, 2005).

As seen, business-planning workshops and simulations work
well to bring experimental real-life experiences to students.
This can also be replicated by the use of case studies.

Case studies

Case studies develop interactions among students. The meth-
od creates an atmosphere of discussion where students can
share their ideas about the topic studied. The activity makes
the students become involved in the situation assessed to
the point where abstract ideas gain a real-world perspec-
tive (Boehrer & Linsky, 1990; Christensen & Hansen, 1987;
Christensen, Garvin, & Sweet, 1991). When it comes to en-
trepreneurship, case studies enhance the students’ ability to
analyze the current situation of a firm and to find solutions
to overcome obstacles to its growth. Through discussion of
ideas the students have to put themselves into the situation
assessed and make decisions as if the results of these deci-
sions could really affect their lives and the success or failure
of the business studied.

If a teacher can act as a mediator of a debate, rather than
a teacher passing on academic content, the chances of stu-
dents developing entrepreneurial skills are much greater. Da-
na’s paper (1987) suggests that activities which develop the
participation of students in the classroom increase student
awareness and their ability to learn from experience.

Moreover, case studies are important sources of information
about entrepreneurial perspective. An analysis of these cases
can provide insights into the traits, characteristics and per-
sonalities of individual entrepreneurs, and then be assimi-
lated by students (Kuratko, 2005). These role models found
in case studies should be a source of inspiration and make
students consider an entrepreneurial career path. As Wilson
(2008) says ‘if students see that people like themselves were
able to successfully create companies, it helps to demystify
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the process and make that option more feasible (chapter 5,
p.6)’. Preferably, they should provide role models that could
be easily identified with and by students (European Commis-
sion, 2006). To this end, it helps if the cases can refer to lo-
cal existing companies and feature entrepreneurs discussing
their experiences, helping to give students a better sense of
reality to their experience of entrepreneurship (Volkmann et
al., 2009).

The KfW Endowed Chair in Entrepreneurial Finance at the
Technische Universitdt Miinchen offers case studies seminars
which are aimed to develop problem-solving skills and crea-
tivity of their participants. The case studies are given to group
of students, who have to present the solutions created in class
or to a jury made of faculty members and members of the
company analyzed. The Hunter Centre for Entrepreneurship
at University of Strathclyde offers a course focused on crea-
tive industries. Students are given the opportunity to solve
case studies with emphasis on problems specifically related
to creative sector (European Commission, 2006).

Raju and Sanker (1999) demonstrate the importance of using
case studies in engineering education to expose students to
real-world issues with which they may be faced. Case studies
have also been linked with increased student motivation and
interest in a subject (Mustoe and Croft, 1999). Case studies
and examples are valuable to any course, and these are ampli-
fied even more when the cases are real people who can talk
to the students.

Networking and infrastructure

Having entrepreneurs in the classroom works well as train-
ing entrepreneurs involves the difficult concept of trying to
teach something that most teachers have no experience in.
Kuratko (2005) highlights this: are educational institutions
and training bodies trying to build a bridge between the two
groups of teachers and professionals, or just trying to curb
the separation between them? Practitioners generally agree
that it is very important to teach well but also to have experi-
ence of the field. If a course cannot be taught by a teacher that
is also an entrepreneur, then it makes sense to involve both
professionals in training new entrepreneurs.

Another reason to include entrepreneurs in the course is to
begin to create an entrepreneurial infrastructure and net-
work for the participants. The important thing is to connect
the students to the real world and provide them an experi-
ence of how entrepreneurship is undertaken (European
Commission, 2008).

Networking as part of the course is crucial to help partici-
pants to achieve entrepreneurial success as Granovetter’s
work (1973) shows that people who have many acquaint-
ances can provide you with new information, helping people
to do better in the job market, and probably in an entrepre-
neurial career too. Audretsch and Keilbach (2004) highlight
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the importance of this entrepreneurial capital in explaining
differences in economic output between regions in Germany.

Case studies of teaching methods

Using these real-life methods such as workshops, simu-
lations, case studies and real world situations, including
working with real entrepreneurs can create some wonderful
courses and this section highlights two of the best.

Given that entrepreneurship students tend to be increasingly
involved with the work of starting a business, it is hard to
imagine them becoming involved full time with the course.
Therefore, it is advised that the contents of the classes are tai-
lored to the needs of each specific group of students, whether
they are currently in education, or already have a business.

Dividing into 2 groups:
1) Training for entrepreneurs

2) Training for students / potential entrepreneurs

Training for entrepreneurs

Training for entrepreneurs has two main objectives: (1) pro-
vide training that is useful for the entrepreneur’s business and
(2) progress their development as entrepreneurs. Each busi-
ness and entrepreneur have their own needs for growth and
it can be difficult to provide what each trainee needs in the
same course. Therefore business support organizations often
provide a range of courses on the key needs of a business and
key competences for entrepreneurs, and entrepreneurs can
select the courses they need.

Case study of Empretec Training
Workshop Program

Since its formation in 1988, Empretec has successfully
trained over 200000 people in 32 countries. Programs iden-
tify promising entrepreneurs, train them to strengthen their
entrepreneurial behavior and business skills and builds net-
works for the entrepreneurs including access to finance, part-
ners, but also to other courses after the Empretec program is
over. An evaluation of the program in Brazil in 2002 showed
that businesses led by empretecos display better economic
performance than other businesses in terms of employment
(a 29% increase compared to 8.5% increase in the Brazilian
service sector between 1996 and 200) and a higher labour
productivity value (R$17000 compared to R$1300).

The Empretec methodology (developed by David McClelland
at Harvard University) is based on the finding that everyone
has an inner motivation to improve. This ‘motive for action’
is divided into three motivational categories: achievement,
affiliation, and power. There are 10 Personal Entrepreneurial
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Competencies, which form the basis of the Empretec Train-
ing Workshop.

The main component of the Empretec programme is ubiqui-
tous — the behavioural approach to entrepreneurship. This
approach consists of 10 personal entrepreneurial 10 compe-
tencies (PECs) developed by Harvard University. The PECs
are exercised through the central activity of the project: the
Entrepreneurship Training Work shop.

Ten Personal Entrepreneurial Competencies

» Opportunity-seeking and initiative - Entrepreneurs seek
opportunities and take the initiative to transform them
into business situations.

o Persistence - When most people tend to abandon an activ-
ity, successful entrepreneurs stick with it.

o Fulfilling of commitments - Entrepreneurs keep their
promises, no matter how great the personal sacrifice.

« Demand for quality and efficiency - Entrepreneurs try to
do something better, faster or cheaper.

o Calculated risk-taking - Taking calculated risks is one of
the primary concepts in entrepreneurship.

« Goal-setting — This is the most important competency be-
cause none of the rest will function without it. Entrepre-
neurs set goals and objectives which are meaningful and
challenging.

o Information-seeking — Entrepreneurs gather information
about their clients, suppliers, technology and opportunities.

« Systematic planning and monitoring — Systematic behavior
means acting in a logical way. Planning is deciding what to
do. Monitoring means checking.

o Persuasion and networking - Entrepreneurs influence oth-
er people to follow them or do something for them.

« Independence and self-confidence - Entrepreneurs have a
quiet self-assurance in their capability or potential to do
something.

This course is very focused on the entrepreneur and their
business. As the target group already has a business, the
course uses workshops; individual sessions and small groups.

Training for students / potential
entrepreneurs

By contrast, entrepreneurship education and training within
an educational institution is different to training for entre-
preneurs. The Volkmann et al. report for the World Eco-
nomic Forum (2009) argues that education should develop
students, focusing on changing mindsets (increasing self-
confidence and self-efficacy) as well as skills that could be
used in a wide range of entrepreneurial experiences (practi-
cal skills and experiences in building teams).

Creating courses to fit the audience is important within these
groups. For example within Universities, many scholars are
asking whether programs should be delivered as courses or
through other methods, and how to create content and for-
mat to fit target audiences of different levels of education and
disciplines inside a university.

Often courses delivered to management or business stu-
dents are similar due to the overlap in the two disciplines
demonstrated by Ireland, Hitt and Sirmon (2003). For other
students, particularly those in science, technology and engi-
neering, the courses tend to place more emphasis on mar-
ket research to help to sell potential products. However, in
general, universities offer courses for students from various
fields. The positive effects are that a diverse set of experiences
are generally believed to lead to innovative ideas (Freeman,
1991; Hagedoorn, 1995; Powell et al., 1996; Taylor and Greve,
2006). On the other hand, this can lead to slow development
of the class, since what is elementary for some is still un-
known to others.

Also, in most cases, there are courses for both undergraduate
and postgraduate students. In addition to these courses with-
in the curriculum, there are extra-curricular courses; extra
programs geared especially to develop the entrepreneurial
skills and culture of the university community.

Case study of the enterprisers
programme, Centre of Entrepreneurship
Learning at the University of Cambridge

The programme is run in the Centre of Entrepreneurship
Learning at the University of Cambridge and was estab-
lished by the Cambridge-MIT Institute in 2002. The 4 day
intensive course aims to increase participants’ self-efficacy
to help them in a wide range of future careers. It is aimed
at postgraduates with little or no entrepreneurial experience.
Participants have improved on all assessed self-efficacy scales
and there was very little change between immediate self-
assessment and self-assessment 6 months later, suggesting the
effects of the programme did not fade in the medium term.

The Enterprisers Programme

The programme develops Banduras (1997) four sources of
self-efficacy: enactive mastery experience, vicarious experi-
ence, verbal persuasion and physiological and affective states.
Experimental learning methods are used including games
and simulations in order to encourage participants to explore
and foster their values and ideas, as well increasing creativ-
ity and risk-taking, well-known characteristics of entrepre-
neurship. Each course of 64 students divides into 8 groups of
8 students to take part in small group activities. The facilita-
tors do not act as lecturers, instead focusing on giving reas-
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surance, guidance and feedback to the group, as well as help-
ing out with basic skills and knowledge of entrepreneurship.

Day 1: Personal values and direction — understanding the en-
trepreneur within each of us, thinking about the importance
of self-identity and cultural values in entrepreneurship and
community-building.

Day 2: Practical tools for developing new ideas — what an
entrepreneur does, working in different types of teams, op-
portunity recognition

Day 3: Turning ideas into products: Marketing, finance and
networking. Use panel of successful entrepreneurs to talk
about their story, failures and successes.

Day 4: Motivation: Keeping up motivation to pursue further
opportunities and nurturing entrepreneurial intent.

The programme evaluation was developed by the Education
for High Growth Industries Enterprise Project group (Coop-
er & Lucas, 2006; Lucas & Cooper, 2004, 2005) and is divid-
ed into two main sections. The first section comprises item
that describe situations where participants are asked to rate
their abilities compared to peers in their course cohort on a
6-point scale (poor / not very good / adequate / good / very
good / excellent). They represent three underlying scales,
namely: norm-referenced general entrepreneurship self-
efficacy,norm-referencedgroupinterpersonalskillsself-efficacy
and norm-referenced problem-solving skills self-efficacy.

The second section comprises items where participants are
asked to judge how confident they are that they can perform
the task which is indicated in each item on a 11-point scale
(from 0% up to 100 %, in 10 % gradations).

NR GenEnt SE - Norm-referenced general entrepreneurship
self-efficacy

NR Gp SE- Norm-referenced group interpersonal skills self-
efficacy

NR Prob-solv SE — Norm-referenced problem-solving skills
self-efficacy

CR GenEnt SE- Criterion-referenced general entrepreneur-
ship self-efficacy

CR Gp SE - Criterion-referenced group interpersonal skills
self-efficacy

CR Prob-solv SE - Criterion-referenced problem-solving
skills self-efficacy

CR Tech SE - Criterion-referenced technical skills self-efficacy

This case study demonstrates nearly all the recommendations
highlighted in the literature review. Courses are conducted in
small groups, with teachers acting as facilitators encouraging
students to use real world examples, and promoting access to
networks. Both cases demonstrate the use of real-life situations
and focus on using real examples to develop entrepreneurs.
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For each audience, this is used in different ways. Students are
given examples while the business owners focus on their own
business.

Overall, this wide variation in types of course, driven by wide-
ly-differing demand, makes it difficult to prescribe evaluation
methods across all courses. However, both programmes work
using small, interactive workshops and use real-life examples,
whether that be using their own business or using cases. They
also both rely on participant self-evaluation and conduct pre
and post evaluation. This can help us to when looking at the
best evaluation methods to apply over many courses.

What are the best evaluation methods?

To evaluate the aims and methods detailed above, there are
further challenges. Apart from the difficulties in deciding
what to measure and how to measure a wide range of different
courses, there are also methodological issues in measuring
the effects of entrepreneurship education programs. Scholars
argue that those working in the field must also look at the
reliability of data available, particularly focusing on better-
ing construct measurement (Cohen et al., 2003), increasing
longitudinal studies and creating multiple-country datasets
(Low, 2001; Chandler and Lyon, 2001; Crook et al., 2010).

External validity and construct
measurement

One of the most difficult methodological issues across entrepre-
neurship is construct measurement, and very few programme
evaluations can hope to achieve relevance for other programmes.
The Entrepreneurial Indicators Program aims to confront this
and ‘understand the factors that influence the rate and type of
entrepreneurial activity, as well as the outcomes or impacts of
entrepreneurship, especially its contribution to productivity,
wealth and employment creation’ (Ahmad and Seymour, see
chapter 3 of this book). The EIP work should help to create
an idea of the impact entrepreneurship education can achieve,
through changing entrepreneurship culture and capabilities.

In evaluating entrepreneurship education, this is largely fo-
cused on external validity. The last thing, which is very dif-
ficult to control for, are the random effects. The effect of the
teacher, environment, and other students can all make a large
difference on the impact of the program. Angelo and Cross
(1993) show that teachers make a large impact on the course,
which has a large influence on student evaluation.

Longitudinal studies

Apart from the largely unresolved problems of external valid-
ity and construct measurement, perhaps the largest problem
in evaluating entrepreneurship training programmes is that,
as with any kind of education program, the effects cannot be
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properly evaluated until sometime in the future. Defining the
required period of time needed to elapse before results are evi-
dent can be problematic and in practice, is often an arbitrary
period. Practically, evaluating these long-term effects is diffi-
cult due to the fact that contact with the students can be lost.

Other problems also arise from long-term evaluation. Evaluating
the effect of one program on someone who has probably taken
part in many other experiences makes it difficult to attribute any
changes to that particular program. One way of trying to resolve
this causality problem can be to simply ask the person whether
they think a particular program has had an effect on them. This
method is often used in measuring Social Return on Investment
(Nicholls et al, 2009). However, relying on a person’s opinion is
subjective, can be difficult to quantify, and makes comparative
analysis across different social groups almost impossible.

Comparisons and sampling biases

One way to resolve the issue of the counter-factual, or what
would have happened without the programme, is using com-
parative studies. Asking the same questions to those that
took part in the program and those that did not and assessing
the difference, is probably the best way to measure the effect
of one program is by using comparative studies. Examples
of programs that have successfully achieved this include the
Berger entrepreneurship program, which surveyed students
that took part in the program and students that took part in
other business courses (Charney and Libecap, 2000).

Even from this survey of business school students, it remains
difficult to entirely avoid a sampling bias. On the indicators
looking at whether people want to start a business, it’s likely
that the people that choose to do entrepreneurship education
courses are the same people that will already be more inter-
ested in entrepreneurship. It should be possible to avoid this
kind of bias when measuring a compulsory entrepreneur-
ship course or program. The one-off Global Entrepreneur-
ship Monitor survey on entrepreneurship education provides
a solution to this problem by questioning a national sample
and including evaluation on those that participated in com-
pulsory training compared to those that did not participate
in any training (Coduras Martinez et al., 2010).

While understanding the limits of evaluation that a single
programme evaluation can achieve in terms of construct
validity and sampling bias, it is worth looking at one of the
most cited cases of evaluation of entrepreneurship education.

Case study of University of Arizona
(Chaney and Libecap, 2000)

The Berger Entrepreneurship Program started in 1983 and
includes courses on competitive advantage, venture finance,
market research and business plan development a well as place-
ments in start-ups or venture capital organizations. The course
culminates in taking part in a business plan competition.

The study evaluated the impact of the Berger Program on stu-
dents’ careers and also on the University — technology transfer
from the University to the private sector, donations to the col-
lege and influence on the pedagogy of other disciplines.

Arizona — Key Indicators
Demographic

« Birth

« Gender

« High school graduation date
o Ethnicity

Other

o Educational and employment history
« New venture activity,
o Experiences with technology transfer

o Perceptions of the Berger Entrepreneurship Program

The study had clear aims and used longitudinal methods,
studying students after they had completed their courses. The
researchers also tackled sampling biases by comparing grad-
uates of the program to a random sample of other business
graduates from the University of Arizona and controlling for
the socio-economic characteristics of the respondents. This
study successfully looked at the effects of a specific program.
However, its implication for other education programs, par-
ticularly in other countries, has not been tested.

Multiple-country datasets

The University of Arizona evaluation is one of the largest ever
conducted and one of the most cited. However, to try to im-
plement the same thing could be very time-consuming and
expensive, particularly when trying to control for sampling
biases outside a University. Surveying participants of a course
can be challenging, but finding a good control group is often
even more difficult. One solution to this problem can be to
use global studies that already have national coverage in many
countries. They can provide a wealth of experience when de-
veloping program or national evaluation and, if it is possible to
use their data, they can provide a built-in control group.

Using international frameworks and surveys also helps to
create more multi-country datasets and therefore more in-
ternational comparisons.

Frameworks

Entrepreneurship Indicators Programme

The Entrepreneurial Indicators Programme is a joint
OECD and Eurostat project and is supported by leading
organizations such as the Kauffman Foundation. Started
in 2005, it now pulls in data from 23 countries and col-
lects mainly already existing indicators under a few main
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categories from a wide range of datasets. The most rel-
evant indicators for assessing entrepreneurship training
projects are listed below.

EIP — Key indicators

Entrepreneurship Performance

o Size of business (employees and turnover)

« Growth of business (employees and turnover)

Capabilities

« Education - provision, number of people taking entrepre-
neurship courses

o Skills - general, business and entrepreneurial

+ Networks

Culture

« Risk attitude and fear of failure

o Perceptions about entrepreneurs and entrepreneurship
o Attitudes towards starting a business and ambition

The EIP has not collected data on culture and capabilities and
it is therefore impossible to understand the impact of this
work. However, the design is promising as it is a longitudinal
study, which relies on national data. It looks holistically at
entrepreneurship and creates a clear list of aims or determi-
nants that lead to entrepreneurial performance. It also begins
to address the problem of attribution by creating indicators
that allow for comparisons between program evaluation and
national data. If many programs are evaluated using this
framework, it could help to make comparisons and construct
external validity.

National Foundation for Teaching
Entrepreneurship (NFTE)

The National Foundation for Teaching Entrepreneurship was
founded in 1987 and its mission is to provide programs that
inspire young people from low-income communities to stay
in school, to recognize business opportunities and to plan for
successful futures. This program has twelve concepts that it
advocates and measures against these as well as looking at
entrepreneurial behavior.

NFTE’s twelve concepts every young person should learn
about business before graduating high school

o The importance of mental and physical health

o The joy of business and opportunity recognition
« The economics of one unit

o The laws of supply and demand

o Competitive advantage
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o Wealth creation

o Marketing: putting yourself in the customer’s shoes

Leadership and giving back

« Financial statements (ROI and Breakeven)
« The basic sales call

o How to write a business plan

o Investment (‘rule of 72°)

The aims have been selected by the Volkmann et al., and
clearly state what entrepreneurship education programs
are trying to achieve. The NFTE Concepts are a framework
and not a survey, therefore they are not relevant to debates
around future effects or selection bias. If many programs are
evaluating using this framework, it could help to make com-
parisons and construct external validity.

Surveys

Global Entrepreneurship Monitor (GEM)
education survey

The normal GEM survey has been running since 1999 and
focuses on gaining information about entrepreneurial atti-
tudes and behavior. In 2008 GEM ran questions about entre-
preneurship education in a sample of 30 countries and com-
pared this to entrepreneurial attitudes, intention and activity.

GEM — Key indicators
National expert survey:

« Ratings on the level of entrepreneurial framework condi-
tions in their countries

« Ratings on the state of in-school entrepreneurship educa-
tion and training

« Ratings on the state of non-school entrepreneurship edu-
cation and training

« Evaluations regarding entrepreneurs’ need for external as-
sistance with planning prior to start-up and the sufficiency
of entrepreneurship education and training provided by
public and/or private agencies, by country

Adult population survey:

o Percentage of the adult working-age population (18-64 years)
that received training in starting a business, by country

« Levels of voluntary and compulsory start-up training
« Prevalence of in-school and non-school training
o Prevalence of formal and informal start-up training

o Prevalence of school training (secondary and tertiary)
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The one-off GEM education survey works well to neu-
tralize future effects and selection biases because it works
with a national sample and includes analysis on people
that took part in compulsory training. We could, however,
gain more of an understanding of the impact of future ef-
fects if GEM asked when each participant had taken part
in the training. A repeat of this survey would also give a
better idea of whether policies or programs were having
any effects.

The survey draws out relationships between training and en-
trepreneurial behavior measured by the annual GEM survey,
so although it does not set out a clear list of aims, it does help
to assess some impacts of education programs. This can lead to
external validity and help to develop aims for other programs.

Empretec

Empretec is an integrated capacity-building program of
the United Nations Conference on Trade and Develop-
ment (UNCTAD) that promotes the creation of sustain-
able support structures that help promising entrepre-
neurs build innovative and internationally competitive
small and medium sized enterprises (SMEs), thereby
contributing to the development of a dynamic private
sector. Since its inception in 1988, Empretec programs
have been initiated in 26 countries, assisting more than
70000 entrepreneurs through local market-driven busi-
ness support centers. The evaluation framework is newer
and is being implemented throughout Empretec offices
worldwide.

Empretec

Soft impact indicators — PEC scores:
o Seeking Opportunities

o Taking Calculated Risks

o Exacting Efficiency and Quality

« Being Persistent

« Fulfilling your Commitments

« Seeking Information

o Setting Goals

« Planning Systematically

« Being Persuasive and Building Networks
+ Being Self-Confident

o Hard impact indicators:

« Business statistics — size, sector

« Dynamic business variables - sales, costs, profits, invest-
ments, employment

 Expected business performance

The Empretec evaluation is very clear about what it hopes to
achieve. Most of the soft impact variables are assessed over
the duration of the course, so they do not take into account
future effects. However, the hard impact variables can be re-
assessed after the course, allowing for longitudinal changes.
The evaluation does not allow for a selection bias as it only
questions people that took part in the course. Similar to the
Arizona evaluation, it appears to be a good program evalu-
ation, but it could be difficult to find external validity in the
findings.

Global University Entrepreneurial Spirit
Students’ Survey — GUESSS

This international survey on entrepreneurship education be-
gan in 2003 and runs every two years. It includes universities
from 27 countries worldwide and has a sample of 63,527 stu-

dents. It focuses on the entrepreneurial intent and activity of
students and compares across geography and time.

GUESSS — Key indicators

o Students’ future career aspirations <5yrs and >5yrs

« Students’ entrepreneurial intentions

Steps already taken for the entrepreneurial start-up
 Importance of University services

« Students’ business goals

« Satisfaction with self-employment

The GUESSS project works well to provide international
comparisons on entrepreneurial intentions, attitudes and be-
havior. It focuses very much on students setting up a business
and business goals rather than measuring entrepreneurial at-
titudes and skills. It includes the use of entrepreneurial ser-
vices by students to help assess whether they make a differ-
ence to the aforementioned attitudes and behavior.

GUESSS is a biannual survey on students and provides lon-
gitudinal comparisons for the country. However, it does not
track the same students, so does not allow for longitudinal
comparisons on students. It does not allow for selection ef-
fects as it does not assess whether students have taken part in
entrepreneurial programs.

Entrepreneurship Education Project

This new project was founded in 2010 and is run from Il-
linois State University and the University of Wisconsin. It is
just beginning to collect data. In this project, student assess-
ment offers longitudinal insights into the impact of entrepre-
neurial education on (1) the motivational processes underly-
ing students’ road to entrepreneurship, and (2) the process of
identity transformation from student to entrepreneur. It also
includes student self-assessment of skills.
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Entrepreneurship education project — Key indicators
Professor survey:
« Provision of courses to students, including type

o Support (financial and political) given to entrepreneurship
education within universities

Student survey:

o Perceptions about entrepreneurship

« Entrepreneurial attitudes including entrepreneurial iden-
tity and ambition

o Self-assessment of entrepreneurship skills including busi-
ness competencies

o Entrepreneurial performance (size of business, etc)

The entrepreneurship education program tackles the lon-
gitudinal problem by re-contacting the same students one
year later, with the opportunity to contact them again. It can
therefore measure future effects effectively, as long as the par-
ticipants respond.

The survey measures a wide range of attitudes and behav-
ior to attempt to pull together a list of the effects of each
program, which could help to lead to external validity. The
survey does not allow for a selection bias unless the courses
included are mandatory. As many of the entrepreneurship
courses at Universities are optional, the issue of the selection
bias will continue to be relevant.

Summary of programme evaluation

Opverall, the international frameworks can provide help with
the thorny issues of comparisons and sampling biases, which
can be problematic for programme evaluation. The selected
surveys have a specific focus on what they are trying to evalu-
ate, and provide expertise in their own areas. Together the
surveys provide much guidance on how to evaluate effects on
entrepreneurial attitudes, skills and behavior.

Endeavor has attempted to collate the knowledge and expertise
found in the literature, exemplary courses and leading evalua-
tions to construct evaluation of its training programmes. The
following case study shows one way to implement this best
practice that can work in a developing country, and highlights
the remaining areas for improvement.

Case Study — Endeavor’s challenges

in training entrepreneurs and measuring
the effects

Since its inception in 2000, Endeavor has designed and im-
plemented training programs in Brazil and in 2010 added to

its efforts with new training programs focused on university
students and professors. We outline the entrepreneurship
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education program and assessment framework that Endeavor
is using in 2011, for its own programs and to track progress
in Brazil. Endeavor hopes that a research framework that can
be implemented in Brazil can be replicated in many other
countries, particularly those with developing economies.

Robinson and Hayes (1991) published an article on the state
of entrepreneurship education in the USA in the 1990s which
is applicable for Brazil today. The two specific challenges they
found for entrepreneurship education were (1) the challenge of
developing high-quality new programs led by qualified teachers
and (2) the lack of commitment by institutions, demonstrated
by the lack of formal academic programs in Universities and
schools. Currently Brazil has one of the lowest rates of access
to entrepreneurship training programs within formal and infor-
mal education in the world (Coduras Martinez et al, 2009).

Endeavor training programs

To work within this environment, Endeavor chose to work
with 2 main groups — entrepreneurs and potential entre-
preneurs in Universities. However, due to its intense work
with a few selected entrepreneurs, we split our entrepreneur
group into 2 segments; Endeavor entrepreneurs and others.
Therefore Endeavor designs different programs for 3 different
groups at three different stages of the entrepreneurial process.

« Endeavor entrepreneurs
« Other entrepreneurs
« Young potential entrepreneurs

Endeavor entrepreneurs are selected as small businesses that
have already proved their business model works. Therefore they
are at the stage where they already have many of the entrepre-
neurial skills needed to start a business and need to improve
their process and management skills to prepare for growth.

Endeavor works with other entrepreneurs along the same man-
agement-style themes and gives weekly seminars and some fo-
cused workshops on these subjects. It runs day courses which
focus on case studies and live case studies where entrepreneurs
tell their stories and connect with the group. It also runs short
workshops to connect entrepreneurs with experts in fields such
as Human Resources, Finance, and Sales and Marketing.

For younger and potential entrepreneurs, the strategy is dif-
ferent. Endeavor has developed Bota Pra Fazer — a course
adapted from the Kauffman FastTrac program which teaches
entrepreneurial skills as well as business skills to University
students. The course helps to create new ideas and develop
a business plan using team-working in lessons and exam-
ples through Brazilian case studies. The course also acts as
a bridge for students considering entrepreneurship, and in-
cludes inspirational role models with the aim to change stu-
dents’ attitudes and lead to more entrepreneurial behaviour.

Endeavor also works with Professors and Universities to cre-
ate a more supportive entrepreneurial infrastructure for young
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potential entrepreneurs. It aims to increase the amount of
courses and entrepreneurial activities on offer as well as train-
ing professors in how to teach the course. Endeavor recom-
mends that Professors use Endeavor entrepreneurs and others
as live cases in classes.

Creating indicators

Endeavor needs to assess the effects of all of these programs
and hopes to compare progress to other programs and statis-
tics in Brazil and globally.

Therefore the indicators would ideally have the following
qualities:

« Easily comparable — numeric where possible and objective
« Comparable to:

o National data

« Global data

o Other existing data - in other surveys and long-term
if possible

« Easy to collect
« Linked to entrepreneurship - this is the most important filter

Therefore, Endeavor is working within the EIP framework to
enable comparisons to national data from Brazil, the major-
ity of OECD countries, and any other countries that also col-
lect data from the international studies involved.

Looking at the EIP framework (see the chapter by Ahmad
and Hoffmann in this book), the three relevant areas to assess
the effects of entrepreneurship training programs are capa-
bilities, culture and performance. While training programs
can also have an effect on access to finance and R&D and
technology, these effects are more difficult to attribute direct-
ly to a training program.

Endeavor is using the OECD capabilities and culture deter-
minants to measure the shorter-term effects of its programs,

and is also studying longer-term effects from the capabilities
and performance columns to track longer-term progress.
Within these columns, we have also added expertise from the
NFTE and Empretec to build up the particular types of skills
that we want to assess.

Key indicators
Capabilities:

« Business skills

« Entrepreneurship skills

o Education - number of students taking entrepreneurship
courses

Culture:

« Knowledge about entrepreneurship
o Attitudes towards entrepreneurship

« Ambition

Performance:

o Business statistics - size, sector

« Dynamic business variables - sales, costs, profits, invest-
ments, employment

« Expected business performance

Bottom-up indicators

Most of the indicators we're using to assess the effects of
entrepreneurship training are bottom-up and focused on
individuals. They are largely taken from the capabilities,
culture and performance columns of the EIP and can be
measured across all three groups that Endeavor works
with. Some examples of what Endeavor measures within
these indicators for each of these groups can be found in
the table below.

Young potential

Endeavor entrepreneurs

Other entrepreneurs

sales and marketing;
employees

Entrepreneurship skills
i.e. creativity and
innovation; negotiation
and communication;
spotting opportunities;
risk assessment

Risk attitudes

DETERMINANTS PERRORMANCE

cial controls; IT systems and
operations; Sales and market-
ing; HR and recruitment

ogy; Sales and marketing; People

Overall test of entrepreneurial
behavior and risk assessment

Risk attitudes

entrepreneurs
Business skills i.e. strat-  Management methods, Strategy and planning for growth; | Business planning;
egy and planning; legal, strategic planning and growth;  Business law; Finance, including | Finance skills;
finance; operations; Corporate governance; Finan-  access; Operations and technol-  Operations;

Sales and marketing; People

Creativity and innovation;
Spotting opportunities
Negotiation and communication,
including leadership skills;

Risk assessment

Risk attitudes
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Endeavor entrepreneurs

Young potential

Other entrepreneurs
entrepreneurs

WY Attitudes towards Growth ambition — yearly, Growth ambition - 3 years Start-up ambition;

E entrepreneurshipand 3 years, 5 years Timing of start-up ambition;
S ambition Growth ambition — 3 years
S Entrepreneurial Exit; Exit; Set up a business;

& behavior and business Age; Age; Employment (in groupings);
&  statistics Size; Size; Turnover (in groupings)

4 Employment; Employment (in groupings);

‘Zt Value added; Turnover (in groupings);

2 Exports; Sector

= Turnover;

& EBITDA;

=

L Sector;

(a)

Endeavor is also beginning to look at the impact of En-
deavor entrepreneurs — using employees’ surveys to as-
sess standards of living of employees and comparing to
national data.

Top-down indicators

Some, however, are top-down and focused on education in-
frastructure and networks, and these are measured using dif-
ferent indicators, also largely based on the EIP indicators.

Universities

National information

Education

- Number of students taking entrepreneurship
courses (inside and outside faculty)

- Quality of universities, business schools
- Population with entrepreneurship education

- Number of students outside of business faculty

taking entrepreneurship courses

- Number of teachers teaching entrepreneurship

Networks
transfer of knowledge centers

- Number of entrepreneurship support centers/

- Number of firms providing advice in entrepre-
neurship

- Number and/or availability of mentorship
programs

Collecting data

Endeavor has created some tools to measure some of these indicators on its own programs.

Determinants (culture and capabilities)

Performance

Endeavor Needs assessment — annual

entrepreneurs - Advisors implementing questionnaire to companies
Other Segmentation tool for entrepreneurs
entrepreneurs - On website

Young potential entrepreneurs Bota Pra Fazer (BPF) surveys
- Student survey — annual

- Professor survey — annual

Business monitoring — annual
Annual survey to entrepreneurs

Web registration data

Bota Pra Fazer (BPF) alumni survey

National data

Normally, in OECD countries, national comparison data is
collected using a wide range of methods including GEM, the
World Values Survey (WVS), the Eurobarometer, education
surveys, innovation surveys, and business registers.

m Entrepreneurship determinants: culture and capabilities

However, one of the keys things to consider in Brazil is that
many of the studies included in the EIP do not exist. Brazil,
like most middle income economies, relies on GEM data and
some business statistics almost exclusively. Therefore, En-
deavor has created a list of indicators that need to be created
at the program level, but also at the national level.
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Determinants
OE

CULTURE-GEM,
Eurobarometer,

Gallup Poll,

World Values Survey,

World Bank enterprise survey

NATION

Endeavor culture survey

Needs assessment

CAPABILITIES
University
surveys,

Wef,

Junior
Achievement,
Chambers of
Commerce,
Gem, Innovation
surveys

GEM Brazil

Segmentation tool
entrepreneurs

University
surveys

BPF
survey

Source: Endeavor

Brazil does already collect some of the national data need-
ed. It has some of the data to assess capabilities and cul-
ture from the Global Entrepreneurship Monitor, and some
information on performance from the national statistics
agency — Instituto Brasileiro de Geografia e Estatistica
(IBGE).

Where Brazil does not have the internationally comparative
methods, Endeavor is running new national surveys - a cul-
ture survey and a University survey.

Endeavor can use the survey as a baseline for comparisons to
its course participants before and after the courses they take.

Culture survey

Endeavor is working to run national research to baseline the
EIP culture indicators not already collected and monitor the
public and entrepreneurs on their capacities and attitudes to-
wards entrepreneurship. This will provide comparisons on a
range of indicators to most of the OECD countries and all of
the European Union.

The survey can provide a baseline for further analyses of en-
trepreneurship culture in Brazil. It can also be used to segment

EN DE AVOR Web registration

Performance
CD

National
statistics
agencies in over
30 countries

/AL DATA

IBGE-statistics office

Business monitoring

Student surveys

dnta (alumni)

BPF survey
(alumni)

the population on their attitudes and skills, and these segments
can be used to create a shorter list of questions which can be
reused by partners in other national surveys.

Using global partners to create surveys

Creating surveys using an international framework with in-
ternational partners allows for international comparisons,
comparisons between programs and perhaps some progress
towards external validity in evaluation. If they are re-imple-
mented, the studies also offer some longitudinal perspec-
tives, particularly the Entrepreneurship Education Project.

Conclusions

The first finding of this study is that there are remarkably
few evaluations of entrepreneurship education programs.
Given the vast amount of largely public funding invested
in this field, the paucity of evaluation at a program level
and near absence of it at a standardized level is surpris-
ing. This finding has been reinforced by many academ-
ics including Griiner and Neubergen (2006) and Crook et
al. (2010).
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Their calls for increased academic rigor focus around cre-
ating long-term and multinational datasets, which suggests
creating some kind of international study, or at least system
of evaluation. This call is reinforced by the two main issues
that remain in creating rigorous datasets; selection bias and
external validity. It is clear that the problem of selection bias
when assessing changes in program participants or compar-
ing them to control groups is pervasive and difficult to over-
come. The only surveys that controlled for this successfully
were national or global surveys that also included data on
people that took part in mandatory training. This recom-
mendation is impossible to implement for program manag-
ers of voluntary training programs, if they are working alone.
Likewise, selection bias can only be dealt with by comparing
indicators pre and post the course with indicators that are
used on other groups, such as participants on other entrepre-
neurship courses.

External validity would remain an issue as even if programs did
compare the same indicators, as program specifics such as au-
dience, teacher and country / region would continue to make a
difference to evaluations. However, this problem would begin
to be allayed using a framework such as those used by the EIP
or the NFTE, as it would help more programs to evaluate in the
same way, facilitating comparisons across them. Endeavor is
beginning to pilot a strategy to tackle the problem of external
validity through using the EIP as a base for their evaluation
framework and the Entrepreneurship Education Project sur-
vey to provide a comparison to other projects.

The calls for academic rigor compete with the need to apply
methodology broadly and cost-effectively across countries.
We can see that some studies such as the one-oft GEM report
on education, GUESSS and the Entrepreneurship Education
Project are beginning to create multi-country and longitu-
dinal datasets on the impact of entrepreneurship education,
and training programs such as EMPRETEC are beginning
to implement cross-national evaluation. However, outside
of these projects, it is clear that to reach a large number of
participants and control groups participating in different
courses in multiple countries and gain the longitudinal data
that is necessary for reliability, the study needs to be focused
and short.

To achieve brevity, evaluation of training programs must be
very focused on specific indicators. Creating indicators to
measure across courses is difficult as the best training pro-
grams fit their audience very well and are therefore very dif-
ferent. One solution could be to create a list of recommended
indicators that could be applied across programs and key
recommendations would be to focus on how well the course
simulates the real entrepreneurial experience and how use-
ful the knowledge and contacts gained would be for a po-
tential entrepreneur. Then look at the effects on participants
by measuring whether they have increased their knowledge
about entrepreneurship and increased their entrepreneurial
attitudes, behavior and skills.

m Entrepreneurship determinants: culture and capabilities

To begin to evaluate across programs, some key teaching
practices could be monitored to begin to try to indirectly as-
sess the quality of programs. Examples of experiential learn-
ing using techniques such as team-working, workshops for
business planning, business simulation, and case studies, and
use of these teaching methods could be monitored. Another
key practice is that could be evaluated is ‘localizing’ the expe-
rience, for example including local role models, as seen in the
Endeavor case study, and beginning to connect the students
to a network of entrepreneurs and other contacts that they
would need to construct their enterprise.

The evaluation of knowledge, attitudes and skills and behavior
is a thornier problem. Different courses aim to improve differ-
ent types of knowledge, depending on the focus of the course,
so these questions should be developed by the programs them-
selves and focused on measuring the aims of the program.

The evaluation of knowledge, attitudes and skills and behav-
ior is a thornier problem. Different courses aim to improve
different types of knowledge, depending on the focus of the
course, so these questions should be developed by the pro-
grams themselves and focused on measuring the aims of the
program. Frameworks such as Endeavor’s Needs Assessment,
the Enterprise Education Project and the University of Cam-
bridge’s study can help us to develop indicators across pro-
grammes.

There is no clear base of these indicators across programmes
and this study calls for international organizations such as
the OECD or World Economic Forum, who have already
done much work in these areas, to create a base of possible
indicators that could be applied to a variety of different pro-
grammes. This would follow examples of work created to
measure entrepreneurship indicators, such as the OECD’s
Entrepreneurial Indicators Programme, and examples that
measure the social impact of entrepreneurs such as the
Global Impact Investing Ratings System (GIIRS) and the
Impact Reporting and Investment Standards (IRIS), which
group indicators to measure the social impact of entrepre-
neurs. This type of base would help smaller programmes
to create evaluations with ready-made control groups and
comparisons, and increase the quality of evaluation of the
field as a whole.
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Selected program examples
and their websites:

Technische Universitit Miinchen:
http://portal. mytum.de/welcome

The Hunter Centre for Entrepreneurship at University of
Strathclyde:
http://www.strath.ac.uk/huntercentre

The Alumni society of the University of Vienna and the
Technical University of Vienna:
http://www.tuwien.ac.at/EN

Technical University of Catalonia, INNOVA Program:
http://pinnova.upc.edu

University of Cyprus:
http://www.ucy.ac.cy

Grenoble Universities, Entrepreneurship House:
http://entrepreneuriat.grenoble-univ.fr

Greece’s Ministries of Education and Development:
http://www.ypepth.gr/en_ec_home.htm
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http://www.ypan.gr/index_uk_c_cms.htm

University of Cambridge:
www.cfel.jbs.cam.ac.uk/research/publications/downloads/
barakat_same_2010.pdf

Selected case studies and their websites:
Empretec Training Workshop Program:

http://www.unctad.org/en/docs/webiteteb20043_en.pdf

The Enterprisers Programme, Centre of Entrepreneurship
Learning at the University of Cambridge:

http://www.cfel.jbs.cam.ac.uk/programmes/enterprisers/
index.html

Entrepreneurial Indicators Programme:

www.oecd.org/document/58/0,3343,
en_2649_44392116_44441658_1_1_1_1,00.html

Global University Entrepreneurial Spirit Students’ Survey
(GUESSS):
WWW.gUEsSSUrvey.org

Global Entrepreneurship Monitor (GEM) education survey:
www.gemconsortium.org

Entrepreneurship Education Project:
http://entrepeduc.org

National Foundation for Teaching Entrepreneurship (NFTE):
www.nfte.com/why/research

Empretec:
www.unctadxi.org/templates/Page 7362.aspx
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Introduction

The phenomenon of entrepreneurship attracts great at-
tention, but at the same time, its measurement remains
a problem. Many initiatives are undertaken at the local,
national or international levels to define the appropriate
framework and identify tools to measure it, to show and,
what is probably more interesting, to explain the differ-
ences between the culture at municipal, regional and na-
tional levels. It would be also very useful to use such tools
to help policy makers at every level in their quest to influ-
ence entrepreneurial behaviours. This article incorporates
the results of the Flash Eurobarometer survey on entre-
preneurship as a good example of benchmarking within
the EU. The Eurobarometer also shows the differences to
other non-EU countries, e.g. the United States or China,
as well as those existing between the EU Member States.
Information about other initiatives undertaken at the na-
tional and local levels are also presented to illustrate the

high interest in the topic of entrepreneurship culture and
its measurement at various levels.

Entrepreneurship in Europe —
the Eurobarometer picture

The European Commission’s Directorate-General ‘Enter-
prise and Industry’ has been studying, for the past 10 years,
the development of entrepreneurship in EU Member States,
and has compared European opinions with those outside of
Europe, especially in the U.S. Flash Eurobarometers (*) are
ad hoc thematical telephone interviews conducted at the re-
quest of any service of the European Commission.

In a survey on entrepreneurship attitudes (*), conducted in
December 2009, the opinions of residents in some Asian
countries have been added to a pre-existing comparison, so it
now covers 36 countries: the 27 EU Member States, two can-
didate countries: Croatia and Turkey, three European non-
EU countries: Iceland, Norway and Switzerland, the U.S., and
three Asian countries: China (*), Japan and South Korea.

The survey covered topics such as the development of entre-
preneurship, how entrepreneurial mindsets are being fuelled
and what encourages people to become entrepreneurs. It
provides data about public attitudes on issues such as entre-
preneurship, entrepreneurial education, risk-taking, start-
ups, obstacles to entrepreneurship and business failures. The
survey’s fieldwork was conducted in December 2009. Over
26000 randomly selected respondents aged 15 and over, were
interviewed, predominantly via fixed-line telephones.

Figure 1: Preference of being self-employed or an employee

(%)
80
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

(") Eurostat unit'Competitiveness of European businesses’

() See, http://eceuropa.eu/public_opinion/archives/flash_arch_en.htm

(®) European Commission Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and
beyond: See, http://ec.europa.eu/public_opinion/archives/flash_arch_284_270_en.htm

(%) Interviews in China were concentrated in urban areas.
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Part of the survey looked at the preferences of being self-
employed versus being an employee. EU citizens were almost
evenly divided in their preference for being self-employed or
having employee status: 45% would prefer the former and
49 % the latter. At the same time more than half of Americans
and almost % of Chinese preferred to be self-employed.

Figure 2: Preference for self-employment in the EU
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These EU-level results, however, tended to hide large varia-
tions between individual Member States: the preference for
being self-employed varied from 26 % in Slovakia to 66 % in
Cyprus. In 18 EU Member States, respondents who preferred
employee status outnumbered those who would opt for self-
employment.

40 50 60 70

Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

In the EU, men, younger interviewees, those with higher lev-
els of education or those still in education, and respondents
with an entrepreneurial family background were more likely
to prefer self-employment status.

Results of the survey showed also the reasons for choosing be-
tween self-employment or employee status. As for reasons why

eurostat m Entrepreneurship determinants: culture and capabilities

respondents would prefer to be an employee, four out of ten
EU citizens referred to a ‘regular and fixed income’ and more
than every third interviewee mentioned ‘stability of employ-
ment. However, some differences across countries were very
obvious. Respondents in eastern European countries appeared
to be more likely than their counterparts in all other Member
States to name some constraints of being self-employed (such
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as a lack of finances or lack of an appropriate business idea).
A large majority of EU citizens who expressed a preference
for self-employment made this choice because of the freedom
provided, such as personal independence, self-fulfilment and
the chance to do something of personal interest (mentioned
by two thirds of interviewees), or freedom to choose their own
place and time of work (one third of them).

Another part of the survey displayed the image of entrepre-
neurs in society. Looking at the EU level their image is rather

Figure 3: Entrepreneurs’image
(% of answers given)
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positive for half of the citizens. However, the proportion of
EU citizens who had a favourable opinion about entrepre-
neurs showed a large variation across EU Member States.
While four out of five Danes and Finns held a rather favour-
able opinion about entrepreneurs, this proportion dropped
to a fourth of Hungarians. In Hungary, a fifth of respondents
said they had a rather unfavourable opinion about entrepre-
neurs - a figure also exhibiting the situation in Poland, Slo-
venia, Greece and Bulgaria.

I Rather unfavourable

Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

Figure 4: Entrepreneurs’image, EU-27
(% of answers given)
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’
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Three-fourths of all answers given by Americans exhibit
a favourable opinion about entrepreneurs, while in China
their share was lower than in the EU and reached only
40 %. In addition, more than half of the Chinese respond-
ents had showed their neutral attitude to entrepreneurs,
which in the US was the case for just one out of four in-
terviewees.

Almost nine out of ten EU citizens agreed that entrepre-
neurs were job creators. A large majority also thought that
entrepreneurs created new products and services and were
therefore of benefit to society. Interviewees were consid-
erably less likely to agree with the negatively-formulated
statements about entrepreneurs. Nonetheless, more than a

half of EU citizens agreed that entrepreneurs only thought
about their own wallet, and half thought that entrepreneurs
exploited other people’s work.

Compared to other professions, the attitude towards entre-
preneurs was generally positive. When asked to give approv-
al ratings of different professional groups, almost six out of
ten of EU citizens said they had a ‘rather favourable’ opin-
ion about people working in the liberal professions (such as
lawyers, architects etc.); this group of professionals received
the highest rating. Entrepreneurs followed in second posi-
tion with half of respondents who gave a ‘rather favourable’
response. For both groups, less than 10 % of EU citizens had
a ‘rather unfavourable’ opinion.

Figure 5: Image of entrepreneurs against other professions, EU-27
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

It is clear that, in general, the opinion on entrepreneurs is
rather positive. If this is true, then we should expect to see a
high number of people who would like to become entrepre-
neur, so as to become part of a group with a good image. On
the basis of the results of the Eurobarometer possible reasons
for becoming self-employed can be studied. Respondents

eurostat m Entrepreneurship determinants: culture and capabilities

who were not self-employed at the time of the survey were
asked about their perceptions as to how feasible it would
be for them to become self-employed in the next five years.
However, what is also important, this part of the survey was
conducted regardless of the respondents preferred status
(self-employment or employee).
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Figure 6: Feasibility of becoming self-employed
(% of answers given by non-self-employed)
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

The goal of becoming self-employed in the next five years
was seen unrealistic by two-thirds of EU citizens who were
not self-employed at the time of the survey. Just three out of
ten non-self-employed EU citizens thought that it was feasi-
ble for them to become self-employed in the next 5 years. The
picture was not similar, however, across all Member States.
Throughout the EU, the proportion of respondents who con-
sidered it feasible to become self-employed in the next five
years ranged from less than one out of six in Belgium, the
Czech Republic and the Netherlands to about half of Swedish
respondents. Other EU countries where at least a third of re-
spondents saw self-employment as a possibility were Finland
(45%), Cyprus (37 %), Poland and Denmark (both 36 %).

It is interesting to compare the shares of preference for be-
ing self-employed with those concerned with its feasibil-
ity. In most countries, the proportion of non-self-employed
who considered it feasible to become self-employed in

Figure 7: Barriers to entrepreneurship
(% of answers given)
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the next five years was lower than the proportion of non-
self-employed respondents who would like to be self-em-
ployed. For example, almost half of Latvians who were not
self-employed would prefer to be self-employed; however,
just a forth of them considered it feasible to achieve this in the
next five years. The opposite trend was recorded in the Nor-
dic countries. For example, about half of non-self-employed
Swedish respondents said it would be feasible to become self-
employed in the next five years, but not even a third part of
them had an actual preference for changing their status.

A more detailed look at the perceived barriers to entre-
preneurship can give some explanation for the differences
shown above. Roughly 8 out of 10 EU citizens agreed that it
was difficult to start up a business due to lack of available fi-
nancial support. A large majority of respondents also agreed
that business start-ups were difficult due to complex admin-
istrative procedures.
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’
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EU citizens were, however, less likely to agree that it was dif-
ficult to obtain sufficient information about how to start up
a business. A large majority (eight out of ten persons) agreed
that entrepreneurs who had failed should be given a second
chance. It is very interesting to highlight that at the aggre-
gated level of the EU the results for the groups of the peo-
ple with and without business experience were quite close to
each other.

Some additional reasons for the differences in preference
and feasibility can be found by looking in detail at the risks
foreseen to be taken by the would-be entrepreneur. When

Figure 8: Greatest fears when starting up a business
(% of answers given)

0 10

The possibility of going bankrupt

The risk of losing your property

The possibility of suffering a personal failure

EU citizens were asked what they would fear most if they
were setting up a business in today’s economic climate,
about half (49 %) replied that to be the possibility of going
bankrupt. The uncertainty of not having a regular income
was mentioned by 40 % of respondents, and a somewhat
lower proportion (37 %) selected the risk of losing their
property. Only 20% were most afraid of job insecurity
when starting up a business. Similarly, 18 % named the pos-
sibility of personal failure as one of their greatest fears and
14 % felt that that they would have to devote too much time
and effort to such a project.
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Source: European Commission, Flash Eurobarometer No 283 ‘Entrepreneurship in the EU and beyond’

Respondents were also asked what they would do if they inher-
ited a significant amount of money; to see how many of them
would choose to invest the money in starting up a business in-
stead of, for example, saving the money, using it to buy a house or
to repay their mortgage. At the aggregated level of the European
Union, one out of seven citizens would start their own business
under these circumstances, however, the answers to this question
showed notable differences between the EU countries. Four out
of ten Romanians and a third of Bulgarians would start a business
if they inherited a significant amount of money, but in 8 Member
States less than a tenth of respondents considered this an option.
In most countries, a relative majority of respondents would either
save the money or use it to buy a house or to repay their mortgage.
Finally, spending the money on things that one always wanted to

eurostat m Entrepreneurship determinants: culture and capabilities

buy (e.g. a holiday or a car) was the preferred option for more than
a fourth of Latvians and Maltese. The proportion of respondents
who said they would work less or even stop working if they inher-
ited a considerable amount of money remained below 10% in all
countries except for Sweden, where 10% selected this response.

When the results for respondents’ preferences for being self-
employed, rather than employed (see figure 1) were compared
with the results of the current chapter, some similarities could
be seen. The correlation between the proportion of respond-
ents who would prefer to be-self-employed and the propor-
tion that would start a business if they inherited a significant
amount of money was rather high for EU countries. Roma-
nia and Greece were countries with a very high proportion of
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respondents who would prefer to be self-employed (52 % and
60 %, respectively). Furthermore, Romanians were the most
likely in the EU to answer that they would start a business if
they inherited a significant amount of money (42 %), while the
corresponding proportion for Greece was almost twice as high
as the EU average (21% vs. 14%). Respondents in Belgium
and Denmark, on the contrary, were among the least likely
to prefer self-employment (30 % — 32 %) and less than a tenth
of Danes and Bulgarians thought they would start a business
with the money that they inherited (5% - 7 %).

Entrepreneurship in Luxembourg

The Luxemburgish government has recognised the need to
measure the entrepreneurship activity and culture to have the
possibility of influence entrepreneurial behaviours. However,
the situation in Luxembourg is complex and rather unique.

The population of the country consists of 43 % of foreigners,
of which more than a quarter are Portuguese, every tenth is
French and every fifteenth Italian. In addition, every tenth
foreigner is coming from outside the European Union. This
population structure means a wealth of cultural backgrounds,
also for entrepreneurship, and it makes for considerable dif-
ferences in entrepreneurial behaviours within the country.

The situation on the labour market in Luxembourg is likewise
specific. Commuters from abroad constituted 41 % of the to-
tal workforce (figures for October 2010). Half of them were
coming from France and a quarter each from Belgium and
Germany. In addition, almost every third worker with Luxem-
bourgish citizenship was employed as a state or municipal civil
servant or employee. The structure of the labour market also
influences and probably biases measures of entrepreneurship
in Luxembourg, as the financial sector accounts for a dispro-
portionately high share in the national economy.

Nevertheless, the Luxembourgish government monitors all
the available data that can help measure entrepreneurial ac-
tivity and indicate the direction of actions needed to be un-
dertaken by the authorities, but there are not many of them.
The following four indicators (°) are gathered and regularly
updated by the national competitiveness agency (°): tendency
for entrepreneurship (based on the Eurobarometer survey);
share of self-employed in the total workforce; net change of
the population of enterprises; and business churn (based on
Eurostat structural indicators (”)). The European Commission
Eurobarometer surveys are closely analysed by the govern-
ment, as well as pilot studies conducted by Eurostat, such as
the one on factors of business success (%) (2006). In addition,
the number of business licences issued per year is recorded.

Out of the measures mentioned above, the Luxemburgish
government recognises three main (classical) entrepreneur-
ship indicators. Firstly, the share of self-employed in the total

() See, www.odc.publiclu/indicateurs/tableau_de_bord/index.html

(°) Observatoire de la Compétitivité, see www.odc.public.lu/

() See, http://epp.eurostat.ec.europa.eu/portal/page/portal/structural_indicators/introduction
©)

®) See, http://epp.eurostat.ec.europa.eu/portal/page/portal/european_business/special

sbs_topics/factors_business_success

employment: In 2010, this share was not even 6% and it locat-
ed Luxembourg next to the lowest-ranked EU Member State,
Sweden, while the EU average reached the level of 16 % and in
Greece, the highest-ranked, 35%. Secondly, the tendency for
entrepreneurship, based on the Eurobarometer question con-
cerning the status preferred as being self-employed, was just one
percentage point lower than the European average of 45 %. This
share is higher than in Belgium (30 %) and Germany (41 %), but
lower than in France (51%). Thirdly, the net change in enter-
prise population is recorded. According to this indicator Lux-
embourg, with a rate of 2.84% in 2010, was one of the eleven
Member States that ranked above the EU average (1.98 %).

In summary, the analysis of the three indicators does not
show a clear picture of the phenomenon of entrepreneurship
in Luxembourg.

According to the study on factors of business success (2006)
only a fourth of all entrepreneurs in Luxembourg were Lux-
embourgish citizens. There was almost the same number of
entrepreneurs with French and Belgian origin, and one out
of ten was German. But the unique population structure was
not the only reason for the extraordinary structure with re-
gard to entrepreneurs’ nationalities.

Monitoring entrepreneurship in Luxembourg then firstly
needs to answer the question which entrepreneurship should
be taken into consideration - only among residents, or in-
cluding those from the border regions who registered a com-
pany in Luxembourg?

Looking at the example of Luxembourg, with its unique popu-
lation structure and labour market, it is not possible to meas-
ure a global indicator of entrepreneurship. In addition, an
atypical labour market creates a specific entrepreneur culture.
On top of this, the situation and framework conditions in bor-
der regions can change sharply and regardless of any interven-
tion or regulatory measure by the Luxembourgish authorities.

The authorities at local (°), regional and national levels spare no
efforts to give high priority to actions fostering entrepreneur-
ship culture. They realize the importance of measuring entre-
preneurial activities and its necessity for taking right decisions
to achieve success in their actions focused on entrepreneur-
ship’s support. The joint OECD - Eurostat Entrepreneurship
Indicators Programme (EIP) () is a good example of success-
ful efforts made at international level to develop the common
framework of indicators, as a tool which allows recognizing a
global picture of the phenomenon as well as also making the
comparisons and benchmarking possible. The EIP consists of
three pillars measuring various determinants, entrepreneurial
performance and its impact on economy. Culture is recog-
nised as an important factor which influences entrepreneurial
behaviours and can be affected by decision makers at all levels.
In these terms development of the measures that allow bench-
marking of entrepreneurial culture supports efforts made by
local, national and international authorities.

(°) For municipal entrepreneurship culture, see chapter 7
(%) See http//www.oecd.org/document/58/0,3746,en_2649_34233_44441658_1_1_1_1,00.html
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How to Develop an
Entrepreneurial Culture —
The Example of Soderhamn

Margareta Hogberg (')

Soéderhamn, a city
in the middle of Sweden

Soderhamn is a small city on the east coast of Sweden,
about a two hours’ drive north of Stockholm. It is situated
by the Baltic Sea; the archipelago outside Soderhamn’s
coastline consists of about 500 islands. The infrastruc-
ture is well developed with two deep harbours, high speed
trains and one of Sweden’s main freeways, E4. The city was
founded in 1620 and in those days the trade and industry
were mainly focused on manufacturing rifles, paper mills,
power systems etc.

The past two decades there have been big company closures.
Current problems are a diminishing population, an increas-
ing number of elderly, a high rate of unemployment, and in-
creasing immigration.

Today there is a political unity on strategically important
issues and a well- known vision for the future. Many excit-
ing future focused projects are creating positive changes in
the municipality and we have a strong growth within the
service sector.

The municipality of S6derhamn’s vision has got seven strate-
gies for how to attain the desired future goals:

« Stimulate entrepreneurship and trade and industry devel-
opment

o Further develop S6derhamn as a centre for learning
« Develop attractive living environments

« Cooperation and teamwork

« Focus on people interacting and meeting eye to eye

« Converge upon our strengths for a stronger cultural life and
thriving climate for non-profit organisations.

o Highlight our progress

Séderhamn has changed completely the last ten years and
gone from a situation where most of Séderhamn’s inhabit-
ants worked for a few big companies, to a situation with a
high rate of unemployment, due to big company closures.
Soderhamn has also got an increasing number of elderly, a
diminishing population, and increasing immigration.

(") City Manager, City of Soderhamn

How to Develop an Entrepreneurial Culture — The Example of Séderhamn

Influencing the entrepreneurship culture
by focusing on education

The new situation led us to a point when it was realized that
change was necessary. Soderhamn decided to influence the future

by changing the culture through promoting an entrepreneurial
culture in education from pre-primary to higher education.

Before starting, a definition of what is meant by the word
entrepreneurship and was needed and S6derhamn chose the
definition from the Swedish Agency for Economic and Re-
gional Growth:

‘Entrepreneurship is a dynamic and social process in which
individuals, alone or in partnership, identify opportunities
and make something with them to transform ideas into prac-
tical and targeted activities in the social, cultural or econom-
ic context’

The next step was to identify the three different components
of entrepreneurship.

The first component in entrepreneurial learning is the base for de-
veloping an entrepreneurial culture. It is a matter of how students
can be supported to develop ideas and believe in themselves.

The second component is how to develop cooperation be-
tween schools and companies by work experience training/
learning

The third component is entrepreneurial training.

After that S6derhamn had to decide the skills that should be
practiced in entrepreneurial learning and we identified the
following skills:

« ability to see possibilities
o unrestrained thinking

o entrepreneurial spirit

o wealth of ideas

« ability to act

 stamina

o creativity

« courage

« ability to co-operate

« ability to express oneself
o self-esteem

« curiosity

« feeling of responsibility

By practicing these skills it was expected that children and young
people of Soderhamn are allowed to cultivate ideas, dreams and
imaginations. It was also expected that they will be able to make
their own choices and take responsibility for those choices. They
will also be given time to reflect (learn to learn) and most im-
portant of all, become entrepreneurs within their own lives.

Entrepreneurship determinants: culture and capabilities m
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Entrepreneurial components
Entrepreneurial learning

Entrepreneurial learning is about how students can be sup-
ported to develop ideas and believe in themselves. The pre-
schools and schools have to offer learning environments that
encourage everyone to become entrepreneurial individuals.

This shall be implemented by an entrepreneurial approach
that is characterizing of all operations, labeled “The future is
NOW?Y In all school activities, Soderhamn’s pupils must be
allowed to:

« develop ideas, cultivate dreams and imagination

o deliberately make their own choices and take responsibility
for their own choices

« increase the involvement / influence
« train a ‘helicopter view’
o become an entrepreneur in their own life.

Entrepreneurial skills is part of the curriculum, the basic
view of man, learning and knowledge. Entrepreneurial com-
petences are encouraged by entrepreneurial learning, which
develop the abilities and attitudes that generate a dynamic
thinking and actions what is already outlined in the curricu-
lum goals.

Activities

In 2005 the project named Drivkraft S6derhamn, started. The
purpose was to develop an entrepreneurial culture by doing
entrepreneurial activities from preschool to adult education.
First of all it was important that the teachers and the principals
themselves had an entrepreneurial attitude and knowledge of
how to develop those competences every day in school. There-
fore it was necessary to educate those two groups.

Entrepreneurial learning in school is a strategy, a structure,
an educational form of working with the curriculum goals to
strive for. The aim is to create an educational environment
that stimulates students’ entrepreneurial skills, enduring
skills that will lead to increased self-confidence, motivation,
responsibility and optimism.

The project has carried out mandatory activities for all edu-
cational staff in S6derhamn. There have also been specific
activities for principals and for the teachers. The project
‘Drivkraft’ coordinated courses for teachers in order to help
them ‘daring do’ entrepreneurial school. In order to create
legitimacy for the project objectives, it was important that
through information, dialogue and education, translate the
objectives, entrepreneurial attitudes and skills to the school
governing documents, thereby creating a common ground
— a teaching language for the desired development.

Several mandatory activities for school leaders has been car-
ried through in order to provide training, opportunity for

m Entrepreneurship determinants: culture and capabilities

dialogue about the projects objectives etc., and information
on the project’s processes and activities. They have also been
informed about process support and been given expertise in
order to run an improvement project.

In addition to principals’ educational work with their em-
ployees, have the project enhanced teachers’ learning through
different courses and activities. Teachers have been offered
the opportunity of further education, dialogue about the pro-
ject objectives, and been continually informed about the pro-
ject’s processes and available process support. Furthermore,
good examples, exciting activities, improvements etc. have
been shown in two exhibitions. Scholarships have helped to
focus on the task and ensured entrepreneurial development
within the school environment.

In addition to the above, there have been activities in the
project such as lectures and inspirational days for principals
and teachers, who gave evidence to reflect on the objectives
and to find a balance between the two approaches regarding
performance improvements that exist in schools, focusing on
the shortcomings and weaknesses through training and con-
trol (external motivation) and focus on interests, ideas and
strengths through emancipation (internal motivation). The
main mission of the ‘Drivkraft’ project is to provide support
to the entrepreneurial skills of managers and teachers. Prin-
cipals and teachers’ task is to ‘take the process’ to develop in-
novative and creative solutions, create environments within
schools that encourage entrepreneurial skills, and to have an
outlook in their teaching to do the same. That will allow stu-
dents to learn for life and not just for school.

Cooperation between schools and companies
by work experience training / learning

Entrepreneurship in education refers to activities where stu-
dents are trained in working life, or may try to run a tem-
porary business. This provides experience and knowledge of
both working, and self-employment conditions. Within the
project Drivkraft many ways of cooperating between schools
and working life have been developed.

As mentioned above, S6derhamn’s model for students to inter-
act with companies and organizations is named “The future is
NOWTY and reinforces interaction between school and work,
from preschool until the students are 15 of age, in the compul-
sory school. The model has been developed by the ‘Drivkraft’
project with representatives from schools and businesses dur-
ing 2006-2007. The model was initiated in schools in 2008. Im-
plementation took place in 2009. In preschool and grade 1-6
in the compulsory school the activities for example can be role
plays, industry boxes, company visits and work experience in
the neighborhood. The students in grade 8 have to write a CV
and then they can search for a job in the special job magazine.
When they have got a job they do half a day per week at the
workplace and half a day at school to do their workplace report
and to prepare the final trade fair in which they make a presen-
tation of their companies and their job.
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Entrepreneurial training

UF — The Young Entrepreneurship programme is an edu-
cational concept for high school students between the age of
16-20 years. UF gives the students the opportunity to experi-
ence the life cycle of an enterprise, from the start up to the
closure. The UF organisation is a non-profitable organisation
and was started in 1980. All regions in Sweden have a UF re-
gion office that educates interested teachers to become tutors
and give students information about the concept. One of the
main targets for the municipality of S6derhamn is to increase
the number of students that participates in the UF-concept.
In the municipality of S6derhamn all students can choose,
during their last year in upper secondary school, to have a
UE-enterprise as their final project work.

The number of students in Séderhamn that choose to be UF-
entrepreneurs has increased, from 55 students in 2007 to 103
students in 2010. Traditionally the target groups for UF were
students in economics and administration. Today students
of art, construction, media, natural science, technical, health
care, business and administration as well as business studies
are working with the concept.

As a UF tutor a teacher must attend a qualification course
and after that they can act as a coach for the students. The
students work with their UF enterprises two hours per week
during their whole last year. The students must decide who is
in charge over which department in the enterprise and who
will be the president.

Compulsory elements in the UF-concept are to register with
UF-online, writing a business plan, arrange at least two sell-
ing opportunities, writing an annual report and establishing
a contact with an advisor from the business world.

In addition to the above, there are a few optional elements
such as creating a website, creating a logotype and creating an
environmental plan for the enterprise. As a final event the UF-
organisation in our region arrange the ‘Young enterprise fair’
Almost every UF enterprise in the region is exhibiting the com-
pany and products at the fair. They can participate in different
competitions i.e. best sales, best marketing or best website etc.

In S6derhamn there is also a concept called ‘Summer entre-
preneurs. The purpose is to give young people, between the
ages of 15 to 19, the opportunity to realise a business idea
of their own, by putting it into action during their summer
vacation. They start their very own business during the vaca-
tion. The main objective is to encourage an interest for the
future, to start or run a company and to develop their entre-
preneurial qualities. It is not necessarily about learning all the
regulations about how to run a business. The concept starts
with an inspiration and education week, a kick-off. Everyone
is given 2000 SEK to use for investments at the start of the
business. Then they are working with their businesses a cou-
ple of weeks. They have a coach during the time. The concept
is ended by a joint final activity and everyone gets a diploma.

How to Develop an Entrepreneurial Culture — The Example of Séderhamn

Business ideas have for example been self-designed stickers,
café, freelance musician, IT-support, designing knives etc.

‘Business Start’ is a practical training program for adults with
an idea for a potential company. As a researcher, innovator or
entrepreneur you will be offered a foundation in preparation
for founding a company. The program consists of ten work-
shops comprising critical areas in business such as business
models, sales strategies, admission barriers, internationalisa-
tion, finance alternatives, leadership etc. Theory is alternated
with practical work and experienced entrepreneurs and ex-
perts inspire and motivate. Between meetings there are some
assignments and individual coaching is offered.

‘Business Lab’ is designed for people with a product idea or
research results, that they want to develop and test — but at
a very early stage. A highly experienced business coach will
help half day/ week, analysing the technical and commercial
preconditions for building a company. Fully equipped office
space is offered to a reduced cost and it is possible to utilize
other support functions from the business par, Faxepark, for
example financial support. The enterpriser is helped in form-
ing exactly the right network filled with competent people
and organizations. Acceptance to Business Lab is a quality
stamp among our customers, contractors, and financiers.

‘Business Accelerator’ (BA) offers a possibility to get support
for companies with potential of becoming a future export
company. To ensure a powerful realization of the business
idea there is access to a business coach half a day per week. To
get access to BA the company should be done with the initial
phase, go away with product development, and be ready for
marketing activities.

Research undertaken

The project ‘Drivkraft Séderhamn’ has been evaluated by Dr
Lotta Svensson, who has studied the effects of all activities that
have been done within the Drivkraft project. The objective of
the evaluation consisted of two parts, a study of teachers’ learn-
ing and effects the project has got on students. The work was
intended both to be evaluative and to give the process support.

It seems that the risk of a narrow concept of entrepreneur-
ship has been avoided in the Drivkraft project by showing
the personnel the connection between the projects objectives
and the main national objectives of Swedish schools. The ac-
tivities in the project, what is perceived as an entrepreneurial
approach, has already been written into the current curricula
and objectives. The project has shown that a broad definition
of entrepreneurship is very much consistent with the school’s
goals and guidelines.

Just because something is written in the school objectives
and guidelines does not mean that it is practiced in daily op-
erations. Drivkraft employed a project manager with a back-
ground as a teacher and had the project team initially work-
ing on the question of how entrepreneurship and the school’s
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values and objectives are related, and how to anchor this in
the school’s own curriculum with a focus on how to work
with ‘the conditions for entrepreneurial learning.

To develop an entrepreneurial culture requires new ways of
thinking and practicing within the organisation. Developing
teachers, leaders, teams and the organisation is essential. From
the beginning, it is about one’s own courage, reflection, inspi-
ration and support from colleagues — but eventually it creates
the need for organizational support and co-ordination.

Conclusion

Changing the entrepreneurship culture is not a quick fix, it
takes a long time. S6derhamn decided to focus on children

m Entrepreneurship determinants: culture and capabilities

and students from preschool to adult learning and to work
with the three entrepreneurial components.

It is a question of taking every chance to promote good
examples of entrepreneurship and entrepreneurial attitudes
on the web, in newspapers and in different fairs. At the same
time it is a question of working very hard to offer good condi-
tions for existing companies in the municipality and to have
an organisation for developing good relations between the
municipality organisation and companies.

Working with entrepreneurial learning and entrepreneur-
ship from preschool to adult learning, why? The short answer
is that this is the way to develop an entrepreneurial culture
and the big challenge is to be sustained.
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Introduction

The interest in entrepreneurship education is growing all
around the world, especially in innovation based econo-
mies, such as Denmark (GEM, 2010). However, we know
rather little about the outcomes of entrepreneurship educa-
tion, in particular with respect to which type of course con-
tent produces the best results and how this affects different
types of students. There is a great variety of different views
in the field of research concerning the content and structure
of entrepreneurship courses, but no comprehensive study
has as yet been done in which these competing views are
clearly articulated as rivals and tested against each other.
There is also a lack of programme evaluations that use con-
trol groups and have a longitudinal design (Gorman et al.,
1997; Matlay, 2008). Those that have this setup often ex-
perience methodological problems due to their conceptual
framework (Krueger, 2009), or they have a view of entrepre-
neurship that does not take into account the advancements
within research that have been made during the last decade
(Sarasvathy, 2008). Thus, we clearly need to dig deeper into
this field in order to create methods and models that allow
us to evaluate the outcomes of different types of entrepre-
neurship courses.

With the beginning of 2011, the ‘Danish Foundation for
Entrepreneurship — Young Enterprise’ initiated a research
project with the aim to further our understanding of the
type of impact entrepreneurship education and different
educational designs have on different types of students.
Two longitudinal quasi-experimental surveys, one with a
focus on elementary- and secondary-level and one with fo-
cus on tertiary-level, will be performed and databases with
students from all parts and levels of the Danish educational

(") The Danish Foundation for Entrepreneurship — Young Enterprise Denmark

system will be created. The surveys will use entrepreneurial
self-efficacy (Mauer et al., 2009) as a performance indicator,
but in order to generate robust results development of new
measurement tools is needed.

In this paper the initial phases of this project and the re-
search design of these two surveys will be presented. The
text will begin with a contextual description and a short
presentation of the Danish Foundation for Entrepreneur-
ship — Young Enterprise. In order to identify the prob-
lem a discussion about the theoretical background of the
field of entrepreneurship education and different types of
outcome measurements will follow. We will then describe
the methodological approaches that will be applied in the
two longitudinal surveys. The text will end with a descrip-
tion of how we will develop new measurement tools and
how these have the potential to further our understanding
of which type of content (theoretical focus and didactical
methods) in entrepreneurship education that fits different
types of students.

The case of Denmark

In 2010, the Danish government brought together several
organisations in order to create a new organisation which
should have the responsibility of developing entrepreneur-
ship education holistically throughout the whole education-
al system in Denmark — from ABC to PhD, so to speak. The
Foundation for Entrepreneurship, Activities and Culture —
Young Enterprise Denmark, IDEA Denmark and @resund
Entrepreneurship Academy became one organisation with
the name The Danish Foundation for Entrepreneurship
— Young Enterprise. The organisation shall function as a
coordinating actor and connect education within the field
so that the progression runs like a red thread through all
levels. In Figure 1 the vision of the organisation is graphi-
cally illustrated.

To accomplish this outcome the organisation performs ac-
tivities that both focus on the demand-side, such as infor-
mation and inspiration campaigns, and on the supply-side,
such as the development of new courses and further educa-
tion for educators. It functions foremost as a fund for inno-
vative initiatives, both curricular and extra-curricular, that
are initiated by local actors within the educational system.
In Figure 2 the outcome line of the Danish Foundation for
Entrepreneurship — Young Enterprise is presented.
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Figure 1: The vision of how the number of entrepreneurship students will grow over time at all levels

of the educational system in Denmark
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Figure 2: The activity and outcome line for the Danish Foundation for Entrepreneurship — Young Enterprise
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One important assignment for this organisation is to assess
the outcomes, i.e. the effects and impact of the programme.
Each year the organisation makes a survey of how the num-
ber of courses in entrepreneurship and the students taking
these courses has developed. A specific coding-scheme that
identifies the subject and phase in the entrepreneurial pro-
ject that the course focuses on and which didactical meth-
ods that are used (see Moberg, Vintergaard and Vestergaard,
2008, for a description), allows the organisation to assess
the quantitative progress of the field. Little is although re-
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vealed regarding which types of impact and effects these
initiatives have. In order to assess the outcomes of entre-
preneurship education the organisation has put together a
research group whose work will be presented in this paper,
but before we can find the cure to a problem we first need to
identify the problem. This will be done in the two following
parts of the text, where the theoretical background, the di-
verging views and perspectives of entrepreneurship educa-
tion, and the different ways to measure outcome within the
field, are presented.
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Theoretical background

Although the interest for entrepreneurship education has
grown explosively in the recent years, the field still lag be-
hind advances made within entrepreneurship research
(Rasmussen & Serheim, 2006; Honig, 2004). Much curricu-
lar design is based on theoretical assumptions, and entre-
preneurship viewed as an activity is often divided into two
fields, the science of entrepreneurship and the art of entre-
preneurship (Henry et al., 2005). The science part, which is
often being viewed as more or less being the same as busi-
ness management skills, is perceived as being teachable,
whereas the art part is being mystified as something that
individuals learn by practice, experience and reflection, and
is therefore not suitable for educational institutions to ad-
dress (Timmons & Stevenson, 1985).

As the field can be said to have its roots within American
business schools and the field of strategic management (Katz,
2003; 2008), planning, management and business skills
have traditionally been the main focus for educational pro-
grammes, and it has often been taught by using case-based
learning methods and business plan development activities
(Honig, 2004). This traditional perspective has been chal-
lenged foremost by British researchers who argue that the fo-
cus should not be on how to perform a business start-up but
on how to act and live as an entrepreneur (e.g. Gibb, 2002;
Gibb & Hannon 2006). This research tradition argues that
entrepreneurship cannot be viewed as a discipline that thus
should be targeting a small and specific group. Entrepreneur-
ship education should instead focus on providing students
with enterprising skills, which are useful to all students, and it
should thus be embedded in every programme (Gibb, 2002).
An assessment of the impact of learning in the field should
be broad and include all positive outcomes, such as increased
motivation and interest in learning, resulting in better educa-
tional results and higher work satisfaction later on.

Another perspective that lately has influenced actors with-
in the field is Saras Sarasvathy’s concept of effectuation. By
studying how expert entrepreneurs reasoned about how to
make decisions under true uncertainty (Knight, 1921), she
found that they used a different logic that was based on ef-
fectuation rather than causation. The expert entrepreneurs
tended to ignore predictive methods which focus on future
goals such as market research, competitive analysis and cal-
culation of future gains, and instead relied on means-based,
non-predictive control methods such as partnerships, afford-
able loss and leverage of contingencies. Instead of relying on
the traditional notion that ‘to the extent that we can predict
future, we can control it, which is typical for management
methods (e.g. Kotler, 1991), the effectual logic postulates that
‘to the extent that we can control future, we do not need to
predict it’ (Sarasvathy, 2001). In this sense, the ‘art’ part of en-
trepreneurship is demystified and understood as something
that can be investigated, codified and thus taught.

Evaluating Content Dimensions in Entrepreneurship Education

These new perspectives have rapidly gained ground within
the field and many educators have moved away from a strict
focus on start-up activities and altered their learning goals
to a more skill-based approach of their educational pro-
grammes, both on elementary- and secondary- as well as on
tertiary level. Little is known, though, about which effects
and outcomes this has (Baron, 2009).

Another debate within the field revolves around the level
of focus that should be given to either theory or practice
(Fiet, 2001a; 2001b). In a simplified manner, the field is
often divided in three groups: education about, for, or in
entrepreneurship, which is said to depend on what tar-
get group the programme has. Knowledge lacks, though,
about how these learning methods should be combined in
a progressive manner though-out the whole educational
system or in an extensive entrepreneurship programme.
Many researchers within the field acknowledge that entre-
preneurship educators need to apply a different type of di-
dactics in order to teach entrepreneurial skills effectively
(Gorman et al., 1997). Entrepreneurship in this perspec-
tive is viewed as a practical activity that requires doing,
and educational programmes in the subjects should thus
be based on action-based didactics with a functioning
focus as those advocated by the educational researchers
Biggs and Tang (2007), with classical declarative learning
as solely a complement (Johannisson, 1991; Politis, 2005).
Still, much curricular design within the field relies fore-
most on classic declarative teaching methods, often being
the result of institutional pressure from study boards (Ho-
nig, 2004).

This short review of the theoretical background of the field
clearly shows that both the disciplinary content and didacti-
cal methods are heavily debated and no clear consensus can
be found regarding which approach to entrepreneurship edu-
cation that should be applied to what type of students. There
is a lack of studies that dig deeper into this problem. The
studies that have been performed mainly focus on whether
entrepreneurship education has a positive impact or not, and
do not problematize the lack of consensus. This, in combina-
tion with institutional pressure from both study boards and
the business system, has led to the result that many educa-
tional programmes within the field stick to classic teaching
methods and curricular design and do not acknowledge the
latest advancements within the field. In the next part of the
text we will discuss different ways that researchers within the
field have used to measure the outcomes of entrepreneurship
education.

Different measurements
To understand what type of content, i.e. theoretical focus

and didactical methods, that works best we need to be
able to assess the outcomes of entrepreneurship educa-
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tion effectively (Gartner & Vesper, 1994; Gorman et al.,
1997; Matlay, 2008). A common way to measure the out-
come of entrepreneurship education is to assess the im-
pact it has on students’ behaviour, intentions and skills
(Krueger & Brazeal, 1994; Kolvereid & Isaksen, 2006;
Kickul et al, 2009). Behaviour is hard to assess because
there is often a significant time-lag between graduation
and start-up activity (Bird, 1988; Lent et al., 1994). Most
surveys therefore focus on either nascent behaviour (e.g.
Reynolds et al., 2004), intentions (e.g. Krueger & Brazeal,
1994) or skills (e.g. Chen et al., 1998). Especially entre-
preneurial intentions have gained a growing interest in
the last decade and many rigorous studies have been per-
formed in which social psychological theories have been
applied, foremost Ajzen’s (1991) Theory of Planned Be-
haviour (e.g. Tkachev and Kolvereid, 1999; Peterman and
Kennedy, 2003; Fayolle et al., 2006; Souitaris et al., 2007,
Graevenitz et al, 2010). From the viewpoint of a policy
maker, the measurement of entrepreneurial intentions
and entrepreneurial behaviour is of special interest (Eu-
ropean Commission, 2008). However, it is hard to argue
from a normative point of view that learning goals of a
university course should concern these outcomes (Karls-
son, forthcoming). An enhancement of entrepreneurial
skills should, though, fit learning goals well, because the
enhancement of knowledge and skills is education’s rai-
son détre (Biggs & Tang, 2007), and thus, a model that
allows us to measure this should be preferred.

The Self-Efficacy model, developed by Bandura (1977;
1997), has been widely used within many fields to assess
the impact of different programmes, and it has been ap-
plied extensively by researchers within the field of entre-
preneurship education (Mauer et al., 2009). It is a model
that allows us to measure ‘people’s judgments of their
capabilities to organize and execute courses of action re-
quired to attain designated types of performances to the
extent that their level of motivation, affective states and
actions are based more on what they believe than on what
is objectively true’ (Bandura, 1986, p. 391; 1997, p.2). It
thus fits the field of entrepreneurship education well; be-
cause it to some extent has been established that individu-
als’ perception of their abilities have a greater impact on
their behaviour than actual abilities do (Krueger & Dick-
son, 1994).

To get precise measurements, we need to develop context
specific scales (Bandura 1977; 1997). Researchers within
the field of entrepreneurship education have mainly used
scales developed by Chen et al. (1998) and De Noble et al.
(1999) (according to Mauer et al. 2009). Cox et al. (2002)
have taken the development a step further and anchored
their entrepreneurial self-efficacy scale to Stevenson’s et al.
(1985) entrepreneurial stage model. This measurement de-
sign fits educational programmes better, because it allows
us to follow the progression and development of the stu-
dents in a clearer manner. This model was later refined by
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McGee et al. (2009). At Cambridge, UK, they have for many
years used entrepreneurial self-efficacy scales developed by
Mclellan et al. (2010). The scales mentioned above are fairly
biased towards a traditional view of entrepreneurial activ-
ity, though, and little of the latest advancements within the
field have been included, with perhaps Mclellan et al. (2010)
as an exception. Kickul, et al. (2009) found that individuals
with a cognitive preference for analysis scored higher than
individuals with an intuitive cognitive style on the Cox et
al. (2002) scale.

This is perhaps not the common view we have of the entre-
preneur. As a model, it thus remains empirically underde-
veloped (Kolvereid & Isaksen, 2006), and although it has
been established that ESE is strongly connected to entre-
preneurial intentions (De Noble et al., 1999; Krueger et al.,
2000; Jung et al., 2001), little is known about which ESE
construct that relates strongest to entrepreneurial inten-
tions, behavior and performance (Kickul, et al., 2009).

Even though there are some examples of studies that have
a longitudinal design and use control groups (e.g. Peter-
man and Kennedy, 2003; Fayolle et al., 2006; Souitaris et
al., 2007, Mclellan et al., 2010; Graevenitz et al, 2010), this
is more the exception than the rule (Gorman el al, 1997,
Matlay, 2008), and a literature review of the field shows
that no study within entrepreneurship education, known
to us, that applies social psychological variables so far
have followed their subjects for a sufficient time period
(Matlay, 2008). All of the five ESE scales mentioned above
(Chen et al., 1998; De Nobel et al., 1999; Cox et al., 2002;
McGee et al., 2009; Mclellan et al., 2010) use a phrasing
that is very biased towards entrepreneurship and business
startup, which makes them unsuitable to use with non-
entrepreneurship oriented control groups. Consequently,
they need to be refined in order to generate reliable data to
a quasi-experimental comparative change survey (Mohr,
1995). The challenge for a researcher that wishes to assess
the impact of educational programmes will therefore be to
develop non-biased but still context specific measurement
variables, and design a survey that allows for a longitu-
dinal tracking of the subjects for many years. In the next
part of the text we will describe how this type of survey
has been designed by the research group at the Danish
Foundation for Entrepreneurship — Young Enterprise,
in order to evaluate the entrepreneurial initiatives in the
Danish educational system.

Two longitudinal surveys

As the discussion above illustrates, there are quite many
challenges posed to an evaluation of entrepreneurship pro-
grammes. The time-lag issue is one, the role of education
another. In this finish part of our text we will describe how
we have chosen to handle these problems, and why we have
chosen this particular research design.
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Two longitudinal surveys will be performed. One that fo-
cuses on elementary and secondary level where we follow
students at lower-secondary level, and one that focuses on
tertiary level where we follow university students at six entre-
preneurship programmes and six non-entrepreneurship pro-
grammes. Even though the research design for the surveys
has many commonalities, there are some important differ-
ences in the set up and in the outcome analysis. In both sur-
veys we strive to use a quasi-experimental design (Campbell
and Stanley, 1966), with a focus on how the students develop
entrepreneurial self-efficacy (Bandura, 1977) and how this
relates to start-up intention and entrepreneurial behaviours
(Krueger& Dickson, 1994).

The structure of the field at elementary and secondary level is
very different from tertiary level, though. At tertiary level, the
educational programmes are structured in a way that makes
it suitable for a classical impact analysis such as advocated by
Mohr (1995) for example. At elementary and secondary level
this is, unfortunately, not the case, and we will therefore use
different research designs in the surveys. The goal for both
of the surveys is to build databases which allows for accurate
analysis and rigorous research. The survey at tertiary level,
which allows for more sophisticated measurement tools, will
be described first.

Tertiary level

At tertiary level, we are foremost interested in understanding
why, not just if entrepreneurship education works or not. A
formative impact analysis will thus be performed in which we
will pay significant attention to each sub-objective (see Figure 3).
The programme evaluation is designed in accordance to Mohr’s
(1995) impact analysis and we apply the quasi-experimental de-
sign that was pioneered by Campbell and Stanley (1966) ‘Exper-
imental and quasi-experimental designs for research, and later
refined by Cook and Campbell (1979) and Cook et al. (1990);
with some modifications that will be described below. The ac-
tivity of interest in our impact analysis is various methods and
ways of teaching entrepreneurship education to master level stu-
dents at universities, technical universities and business schools.
As illustrated in the outcome line in Figure 3, the outcome of
this activity will be assessed by measuring what effect the educa-
tion programmes has on the students’ level of entrepreneurial
self-efficacy. This performance indicator is presumed to have a
positive effect on the following outcomes to the right in Figure
3 below, but this relationship still needs further empirical evi-
dence. We will, thus, also measure the impact of entrepreneur-
ship education on entrepreneurial intentions, enterprise birth
rates, behaviour and performance.

Figure 3: The activity- and outcome-line of our programme assessment with all sub-goals included

Various types of
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education
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Source: Authors

We are also interested in finding out which other different effects
entrepreneurship education and entrepreneurial self-efficacy
have on students’ career choices. We will therefore measure vari-
ables such as work satisfaction, employment position, salary and
wealth, in later stages. Master level students of six entrepreneur-
ship programmes (experiment group) and six non-entrepreneur-
ship programmes (control group) at three Danish universities and
business schools will be followed for seven years (at the least).

A classic comparative change design in a quasi-experiment
are structured as follows (Mohr, 1995):

A/C: Xie T Ye

A/C: Xic Yc

This longitudinal design is subjected to various threats to internal
validity, such as selection, history, spuriousness and contamina-

tion (Mohr, 1995). The threat of history, i.e. that something else
besides the treatment (T) accounts for all or part of the change
over time (Mohr, 1995; p 67), is eliminated with the use of control
groups (c). Eventually significant events will have the same impact
on both of the groups (e and c). This is the main reason why we
use this design. In our survey we are dealing with self-selecting
groups. This is in conflict with the use of quasi-experimental de-
sign, because it generates selection bias and spuriousness.

Our experiment group (e) and the control group (c) can be
suspected to differ significantly regarding levels of initial en-
trepreneurial self-efficacy (X;), the so called P-selection varia-
bles in programme assessment (Mohr, 1995), but also on other
variables which are not expected to be affected by entrepre-
neurship education (T), the so called Q-selection variables. By
the use of pre-test (X;) and post-test (Y) we can measure the
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change in our two groups (e and ¢), and thus, the impact of the
treatment (T). The problem is to control for the other variables
that might affect the outcome (Y).

These Q-selection variables can also be expected to differ signifi-
cantly between the two groups due to the self-selection. In entre-
preneurship research these variables are fairly known, though, and
we will control for variables such as parents’ occupational status,
entrepreneurial intentions, entrepreneurial experience, work ex-
perience, demographics such as age and gender, and educational
background. Selection biases will thus be turned into selection ef-
fects, and the spuriousness will be eliminated in a large extent. The
contamination problem that is a threat in all quasi-experimental
designs (Mohr, 1995), will in our survey be controlled for simply
by asking if the students have experienced any event that hashad a
significant impact on their entrepreneurial attitudes which cannot
be related to their educational activities.

How the treatment affects the students can also be expected
to vary depending on initial characteristics. As illustrated in
the equation below, we suspect that the level of initial entre-
preneurial self-efficacy (X;i), will affect how the educational
process (Ti) affects them.

Yi=a+ b]_Xli +bTTi+ bzXllTl + ui

The outcome (Yi) is thus not only dependent on the effect
(by) of the treatment (Ti). A high initial level of entrepre-
neurial self-efficacy (X;i) will probably lessen the effect of the
treatment and thus render b, negative. ui is the disturbance
term assumed to have mean of zero and to be randomly dis-
tributed across the subjects and a is the Y intercept.

Out of the twelve programmes (six belonging to the experi-
ment group and six to the control group), six will target man-
agement students, four will target engineering students and
two will target humanities students. During the first two years,
when the students attend their programmes, they will be asked
to fill in a questionnaire three times: before they start the pro-
gramme, after the first year and after graduation. They will
then be asked to fill in the questionnaire three more times: one

year after graduation where the focus will be on nascent entre-
preneurial behaviour; three years after graduation where focus
will be on actual behaviour, and then, finally, five years after
graduation where the focus will be on performance (see Figure
3 for a graphic illustration of the time-line).

Elementary and secondary level

To assess the impact of entrepreneurship education on el-
ementary students, in detail, we would have to follow them
from the first day of school, which would be a very time con-
suming and impractical project. We have therefore decided
to select students that are to begin their second year at lower
secondary level (the same year the turn fifteen). Students at
this level have their elementary schooling fresh in mind and
are just one year from a very important decision: are they
going to continue to upper secondary level or not? We will
select 400 students at lower-secondary level, from 20 classes
and 7 schools in Denmark, and analyse their experience with
entrepreneurship education during elementary school.

A pre-test that measures their initial entrepreneurial self-ef-
ficacy will allow us to analyse the effects of entrepreneurship
education during the last year at elementary level. The students
will be asked to fill in the questionnaire annually, which allows
for an analysis of their experience with the field, their entre-
preneurial progression and their decisions. With regard to their
decisions, special attention will be paid to their choice of school.
In Figure 4 a description of the outcome model for the survey
is presented. At each stage the students can choose to drop out
from the educational process and get a job, become entrepre-
neurs, become unemployed, or choose to study further. In Den-
mark a political goal is that 95 % of students at lower-secondary
level should continue on to secondary level. It is therefore of
interest to analyse if entrepreneurship education at elementary
and on lower-secondary level increases the students’ propensity
to continue on to secondary level, and whether entrepreneur-
ship education at this level increases their propensity to finish
their degree and continue to tertiary level.

Figure 4: Outcome model of the longitudinal survey of students at lower-secondary level

Employment or start-up

Primary level Secondary level

Tertiary level

Unemployment

Source: Authors
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The problem posed by this design is that we cannot ini-
tially identify an experiment group and a control group,
and the selection of the subjects cannot be properly ran-
domized. We will have to use a centralised autonomous
selection process and the students (subjects) will then
self-select into the experiment group, (i.e. those that
have experienced entrepreneurship at one or more times
during the process) and the rest will function as the con-
trol group.

Both of the surveys will be performed annually, so that the
sample will grow steadily and allow for more rigorous and
precise analysis.

New measurements

Before these surveys can be performed new measurements
need to be developed. The surveys will be based on the
entrepreneurial self-efficacy scales developed by Chen et
al. (1998), De Noble et al. (1999), McGee et al. (2009) and
Mclellan et al. (2010), but the items and constructs will be
refined. Another type of phrasing will be used in which typi-
cal entrepreneurship words (such as entrepreneurship, in-
novation, start-up, venture capital, etc.) will be left out. The
measurements will be developed in collaboration with the
educators and researchers in the sample and then tested in
a pilot survey on both students and active entrepreneurs. A
specifically challenging issue here is to adapt the phrasing of
the scales to suit students at lower-secondary level.

In order to understand what type of entrepreneurship
education that builds entrepreneurial self-efficacy (and
in order to generate interesting theoretical advancements
of the field), we need to develop a categorization model.
On the content level we will divide the educational sub-
stance into two groups: effectual approach or causational
approach. Or model for this is inspired by Wiltbank’s et al.
(2006) dichotomy model, which outlines different man-
agement perspectives by assessing their focus on control
or prediction.

We will apply these on different entrepreneurship educa-
tion perspectives in order to relate and separate the different
views. See Figure 5 for an outline of the model. The model
will be derived from a literature review of conceptual and
theoretical work within the field of entrepreneurship educa-
tion and tested with a qualitative pilot study in which we in-
terview entrepreneurship educators and relate their answers
to the content of their courses, before the same process is car-
ried out in our survey.

The model that will be applied to assess what type of didacti-
cal methods is being used in the programmes is inspired by
Biggs and Tang (2007), and here declarative learning meth-
ods are contrasted against functioning learning methods.
This will allow for an assessment of which type of learning
methods that dominates the programme, by assessing each
course separately.

Figure 5: A categorisation model that places
perspectives according to their emphasis
on prediction or control (Wiltbank et al. 2006)
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Figure 6: A categorisation model that place courses
according to their emphasis on declarative methods
or functioning methods
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These models that focus on educational content allows for an
analysis that is both specific, yet inclusive. The curricular design
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of the programmes, which often are very context specific and
complex, can thus be compared on an aggregated level, and the
outcomes of the design can be related to theory. The design will
hence be externally valid and the results will thus be generalizable
and of importance for curricular development within the field.

Summary

Impact evaluation and programme assessment is of mayor
importance to the field of entrepreneurship education, but it
is accompanied by a great deal of problems. Because there is
a lack of consensus regarding teaching methods within the
field, we cannot simply perform an impact analysis that gives
us the answer if it works or not. Of greater interest is to find
out what methods that works with which students. In order
to do this we need to articulate different theoretical perspec-
tives as rivals and test their effects on entrepreneurial out-
comes. In our surveys we will use entrepreneurial self-effica-
cy as an outcome measurement, because it harmonize with
learning goals of educational programmes and have a strong
connection to entrepreneurial intentions and behaviours.

The biggest problem in performing an impact analysis of
entrepreneurship programmes has to do with self-selection.
In our research design we use pre-tests and post-tests and
follow our subjects longitudinally, in order to handle these
threats to internal validity. There are although a great deal of
methodological issues that remain unsolved. We would al-
though like to remind the reader that we still are in the very
early phases of our project, and different tests and methods
will be applied along the way in order to deal with these is-
sues. Our project is both of theoretical interest for research-
ers and of practical interest for educators and policy makers.

Theoretically, we will advance the field with new measure-
ments and insights on the effects of different theoretical per-
spectives within entrepreneurship education. On praxis level,
we will further our understanding regarding which outcomes
different educational methods have, to different types of stu-
dents and at different levels of the educational system.
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Introduction

Entrepreneurship education is an integrated part in most coun-
tries attempt to stimulate entrepreneurship. This chapter pre-
sents a framework that can be used to measure the input, out-
put, outcome and effects of entrepreneurship education at the
national level. A similar framework is needed for the program
level but this is not developed here. The chapter’s annex list ex-
isting and possible new indicators needed for tracking the evo-
lution of entrepreneurship indicators at the national level. The
indicators are selected to provide policy makers a snapshot of
how their country is performing in the area of entrepreneurship
education. The indicators are not useful for understanding the
dynamics of how these outcome and effects are created.

The chapter shows that very little indicators are available at
the international level. However, it also shows that great pro-
gress can be made in the area of input, output indicators even
in the short run. The chapter uses examples from Denmark
to illustrate that these collections are possible. Many other
indicators would be nice to have but it is important to pri-
orities in the international efforts for collecting indicators.
Several indicators only need to be collected at the national
level in order to be useful for analysis. Before starting any in-
ternational collections it is therefore always important to ask
whether these indicators need to be compared across coun-
tries in order to be useful for policy development.

It is recommended that an international organisation take up
the task of developing these indicators, as they will provide in-
valuable input to the policy process in the EU Commission
and in the EU member countries and other OECD countries.
Measuring impact of entrepreneurship education does require
much further work. It is recommended that some of the lead-
ing countries like Finland, Denmark and the United Kingdom
work together on developing these measurements further.

Defining entrepreneurship education

No common definition of entrepreneurship education exists.
The OECD/Eurostat Entrepreneurship Indicator Program de-
fines ‘Entrepreneurial activity as enterprising human action

(") Deputy Director General, Danish Business Authority
(?) Danish Business Authority
() Danish Foundation for Entrepreneurship — Young Enterprise
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in pursuit of the generation of value through the creation or
expansion of economic activity, by identifying and exploiting
new products, processes or markets.

Entrepreneurship education will increase a person’s ability to
perform entrepreneurial activities, which therefore include
creativity, innovation and risk-taking, as well as the ability to
plan and manage projects in order to achieve objectives. This
supports individuals, not only in their everyday lives at home
and in society, but also in the workplace in being aware of
the context of their work and being able to seize opportuni-
ties, and is a foundation for more specific skills and knowl-
edge needed by those establishing or contributing to social or
commercial activity. This should include awareness of ethical
values and promote good governance.

Essential knowledge, skills and attitudes
related to this competence

Necessary knowledge includes the ability to identify avail-
able opportunities for personal, professional and/or business
activities, including ‘bigger picture’ issues that provide the
context in which people live and work, such as a broad un-
derstanding of the workings of the economy, and the oppor-
tunities and challenges facing an employer or organisation.
Individuals should also be aware of the ethical position of
enterprises, and how they can be a force for good, for exam-
ple through fair trade or through social enterprise.

Skills relate to proactive project management (involving, for
example the ability to plan, organise, manage, lead and del-
egate, analyse, communicate, de-brief, evaluate and record),
effective representation and negotiation, and the ability to
work both as an individual and collaboratively in teams. The
ability to judge and identify one’s strengths and weaknesses,
and to assess and take risks as and when warranted, is essen-
tial. An entrepreneurial attitude is characterised by initiative,
pro-activity, independence and innovation in personal and
social life, as much as at work. It also includes motivation and
determination to meet objectives, whether personal goals, or
aims held in common with others, including at work.

Measuring entrepreneurship education
at a national level

The starting point for the analytical framework for measur-
ing entrepreneurship education at a national level is two es-
sential questions concerning national policies on entrepre-
neurship education:

o Which effects do we desire to achieve?
« How do we achieve the desired effect?

The first question concerns the desired effects of entrepreneur-
ship education for society. Policy makers might want higher
growth by having more growth-oriented entrepreneurship

Entrepreneurship determinants: culture and capabilities m
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that is the desired impact on society. The OECD has defined
three possible impact of entrepreneurship — higher growth,
more employment and social inclusion (OECD, 2008).

The impact is created by entrepreneurs that act. Some of these
have had entrepreneurship education and are therefore per-
ceived to have better skills and therefore a greater impact on
society. Students that have participated in entrepreneurship
education are assumed to have better skills and confidence in
their ability to start up and grow a firm, which is precondition
for more high — growth enterprise that in many countries is
the overall political goal. The effects of the education on the in-
dividual taking part can be names user-oriented effects. These
effects are under very little control of the policy makers.

Figure 1: Analytical framework

The second question concerns the factors in control of national
policy makers and how to design good policy. Policy makers can
provide inputs in form of resources spend on activities or insti-
tutions engaged in entrepreneurship activities, and policy mak-
ers can support entrepreneurship education through the legal/
regulatory set-up. These inputs more or less control the level of
activities for example number of entrepreneurship courses. The
number of activities does to some degree determine the out-
come, which constitute the immediate results of these activities
like number of students’ participation in the activities etc.

The analytical framework for measuring entrepreneurship
education at a national level is illustrated in Figure 1 below.

Framework for measuring entrepreneurship education at a national level

<

How do we achieve the desired effect?

Which effect do we desire to achieve?

Activity/output

User-oriented effect

Impact on society

Monitoring national entrepreneurship education policies

Source: Authors

Each element in the framework is presented in more details
in the next sections.

Inputs

Integration of entrepreneurship into the education system is
a long and complicated process. As any other evolutionary
process it requires a deliberate allocation of resources. That
is any intangible or tangible asset that will enhance and sup-
port the integration. Such resources or assets are all labeled
‘inputs’ referring to the above framework.

The fact that most education systems in developed economies
are governed by some sort of centralized political level indicates
that an obvious category of input is to be found here. Any pro-
found change in the education system will have to materialize
itself as a broadly accepted political wish or intention for change.
Otherwise no change can occur. This implies that political sup-
port, in all its different forms, is relevant as input.

Broadly accepted political support is of course only a necessary
but not sufficient condition for change. As the education system
typically consists of a governing upper level it also consists of a
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wide range of institutions. Such institutions can ideally be viewed
as formalized vehicles for fulfilling the above political intentions.
They actually take the necessary steps and realize the relevant ac-
tions. But they can also be seen as vehicles of knowledge. And in
the case of entrepreneurship this often means knowledge about
new methods, activities and curricular content. Whether such
new behavior and new knowledge need to be integrated in the
existing institutions in the education system or have to integrated
in new supportive institutions it all implies that the presence of the
right institutions are to be seen as relevant input.

Finally, any deliberate politically induced intention and set-
ting up or changing supportive institutions typically require
funding. Funding pays the rent, wages and supports any oth-
er relevant activities that take place in the education system.

Inputs at the national/regional level are thus to be divided
into 3 main categories:

« Political support and legal/regulatory
« Institutions supporting the agenda

o Money/resources spend on the activities
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Political support and legal/regulatory issues

Political commitment for the provision of entrepreneurship
education takes many forms. The introduction of a national
strategy, an action plan, a set of specific policies or even a law
are all vital inputs which indicate a strong political commitment.
More specific indications of the political commitment include
the adoption of broadly accepted definition of entrepreneurship
education, the appearance of entrepreneurship in national edu-
cation curriculum guidelines, explicit targets and timeframes
and a prior stocktaking of the extent to which entrepreneurship
is included in the educational system (OECD, 2006).

The actual measurement of the strength of political support is of
course no easy task. Any comparable measurement of this will
require the development of a common methodology. One obvi-
ous solution is a questionnaire for policymakers in the relevant
countries. These questions should be based on a fact seeking ap-
proach, where the answer can be verified by others. Questions
like has the government a strategy for implementing entrepre-
neurship education into the education sector. Some prior stud-
ies (See for example OECD, 2006) have already taken the first
steps developing building blocks for such a methodology.

The prior work done by OECD also highlights another im-
portant caveat regarding measurement. In some countries,
Canada and Belgium for example, educational policy is reg-
ulated at the provincial level. This should be taken into ac-
count when developing the methodology.

Institutions supporting the agenda

Relevant inputs also include supportive institutions promot-
ing the actual realization of the above mentioned political
strategy or legislative setup. Has there for example on a na-
tional level been established a steering group or committee
on entrepreneurship and education? And does this body
include representatives from relevant ministries to oversee
integration of entrepreneurship in the educational system?
(OECD, 2006). Other relevant institutions include entrepre-
neurship centers promoting entrepreneurship and develop-
ing the didactic framework to be applied at different levels in
the education system. Also, the presence of private organiza-
tions, such as NGOs promoting the agenda can be vital in
promoting entrepreneurship.

The difficulties measuring to what extent institutions have ad-
opted the agenda for entrepreneurship are similar to the ones
facing the measurement of political commitment. This will
also require a common framework which addresses whether
or not supportive institutions exists at all, how many and to
what extent their activities corresponds to any overall strategy.

Money/resources spent on the activities

It is often argued that public funding is needed as an initial
catalyst to start programmes but also that sustainability in the
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long run requires further attraction of private funding. Fund-
ing therefore includes both a national budget allocation and
private funding for development and implementation of en-
trepreneurship education, i.e. the funding of institutions and
entrepreneurship programmes throughout the school system.

Quantification of the total funding channeled for entrepre-
neurship education will require national policy makers to
identify all relevant sources of finance. In some cases this must
be suspected to include a decomposing of the overall national
budget allocation for education. Both tasks emphasize the need
for developing a common framework for such quantification.

All of the needed input indicators can be based on question-
naire to national expects. The OECD pilot project provides
a good starting point for such questionnaire. These data will
not be too complicated to collect.

Activities/Output

The immediate results of the inputs can be measured as the
number of entrepreneurship courses offered. The spread of
entrepreneurship education can be measured by identify-
ing and quantifying the courses and subjects offered at the
various levels of education. For that purpose a categoriza-
tion model is needed. The model needs to define, which ac-
tives that should be included and excluded. Furthermore, the
model should be flexible enough to courses where entrepre-
neurship is not the key objective but where it is integrated to
such an extent that it provides real knowledge about entre-
preneurship for the students.

No such model exists for primary and secondary level of edu-
cation but is under development in Denmark. At the univer-
sity level, a model has been developed and used since 2006 to
map entrepreneurship courses regionally, nationally and in-
ternationally. This model allows you to analyse which topics,
pedagogical methods and phases within the entrepreneurial
project that a course or a lecturer focuses on. The model is
developed for use at university level but has proven useful at
other higher education as well. The model has been presented
in academic fora, e.g. the Academy of Management to test its
robustness (see Moberg, Vintergaard and Vestergaard, 2008).

The model takes into account that entrepreneurship is an
extensive academic and practical subject with a great vari-
ety of topics. The categories are selected on the basis of the
general understanding of which topics should be included in
entrepreneurship education as well as a review of the range
of courses offered at universities. The key topics are: Entre-
preneurship, Intrapreneurship/ corporate entrepreneurship,
Venture Capital and Law (e.g. IPR).

In research, empirical complexity has often been accom-
modated by describing the development of entrepreneurial
action as a sequential planned process with different criti-
cal phases and activities. The competencies required during
the different phases of the entrepreneurial project, differ.

Entrepreneurship determinants: culture and capabilities m
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Therefore it is important that entrepreneurship curriculum
cover all the phases — from the idea stage to the growing
organisation or project.

It is commonly agreed that entrepreneurship cannot be
taught effectively using traditional pedagogical methods
and didactics. Practical dimensions and student partici-
pation are of great importance, as well as interdiscipli-
nary and international elements in teaching. Each of the
categories and phases mentioned above is considered an

important determinant for successful teaching of entre-
preneurship education. The model makes it possible to
pinpoint in what topic and phase the course or the lec-
turer places focus. Figure 2 below shows how the content,
phases and pedagogical methods can be illustrated. The
model also illustrates the different kinds of well-known
course contexts that can be taught (business plans, spin-
offs, IPRs, etc.). In this model the different courses can be
located according to their content.

Figure 2: Content, phases and pedagogical methods of entrepreneurship education

Entrepreneurship Content

Entrepreneurship Pedagogies

Intrapreneurship Entrepreneurship | Financing Law Practice | Interactive dis,é/ilgllitrl\-ary International
e /\
Idea Creativity Pre-seed
In large Capital /)~ N
o firms ;
§ Buslmess— IPR
[+ Beginning plans Seed
‘g @ Capital N1 Many different
9 : dagogies for
< lanning — pec .
a P teaching the subjects
Growth
International Privat e
Spin-offs operations equity
Running

Source: Authors

The courses and their corresponding pedagogical methods can
be given a grade ranging from 0 - 3, where 0 equals no focus
on the specific subject, and 3 equals extensive theoretical and
practical focus on the specific subject. The model thus serves not
only as an identification tool but also as a means to categorize
and get an understanding of which topics are mainly in focus
and the pedagogical methods and didactics that are used.

Table 1: Example of a course outline

Table 1 below shows an example of a course that has high
degree of focus on the idea phase of intrapreneurship and en-
trepreneurship. The course also has a high degree of student
participation, but very little attention to interdisciplinary and
international perspectives.

Phases/ Intrapre Entrepre- . Practical Student par- Inter- Inter|_1at|on-
. . . Finance/VC Law . . c . AP al dimen-
Categories  neurship neurship dimensions ticipation disciplinary sions
|dea *¥¥ *%% * *% *% *¥¥ * *
Beginning
Growth
Running
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These types of data can be collected by a search of the university
homepages and course catalogues using key words (e.g. entrepre-
neurship, innovation, etc.) forms the basis for identifying courses
to which the model can be applied. Secondly, all course descrip-
tions are evaluated and a chart is drawn up for each course. The
chart is subsequently sent to the professor or course responsible
for verification before a final registration. Registration of other
specifics of the course allows for an accurate mapping of entrepre-
neurial focus, credit (ECTS-points), and level of education.

A mapping of this kind will show the extent to which the
individual university offers entrepreneurship courses and
their focus in this field and also allow for a comparison
between the universities. Doing this mapping once a year,
will also allow for tracing a development over time. Fig-
ure 3 below is an example from a mapping of the spread of
entrepreneurship at all eight universities Denmark show-
ing the number at courses offered in the fall semesters
of 2007 to 2010.

Figure 3: Number of entrepreneurship courses at Danish universities
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The categorization model has not been used at the primary
and secondary levels of education. There is reason to believe
that a different method has to be used because entrepreneur-
ship at these levels is more often embedded in the regular
curriculum as separate activities than as a course.

Collecting these data is possible but will require a large
investment in setting up a system and work is still need to
develop a model for primary and secondary school.

An additional output measure is number of trained teach-
ers. It is very difficult to collect this data so it is recommend-
ed that this indicator is not included in the first attempt to
collect the data.

Outcome

The outcome of entrepreneurship education has to be students
that finish their studies and are able to pursue careers, either as
employed or self-employed, with the confidence that they will

AAU RUC KU

Fall2008 M rail2000 ™ Fall 2010

have success in life. The number of students that have participat-
ed in entrepreneurship education can be documented in con-
nection with the identification and mapping of entrepreneur-
ship courses. Once a course is identified as an entrepreneurship
course, the host educational institution can be approached and
asked for an exact number of participants. In this process it will
be possible also to get an overview of the distribution of men
and women in entrepreneurship education.

Not only is it in this way possible to give an account of the
number of students that do entrepreneurship courses in to-
tal and at the individual university, it will also be possible to
compare the level of participation at all the universities. The
number of students doing entrepreneurship courses com-
bined with data of the total number of students registered at
the individual university will give an indicator of how ‘entre-
preneurial’ the universities are. Figure 4 below shows the de-
velopment in the percentage of the students at the individual
university participating in entrepreneurship education in the
fall semesters of 2007 to 2010.

Entrepreneurship determinants: culture and capabilities m eurostat
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Figure 4: Percentages of students participating in courses
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Formal teaching is not the only activity that affects students’
ability to become great entrepreneurs. The none-curriculum
activities at educational institutions also have a great impact
but these are again very difficult to measure as students partici-
pating in such activities are often not registered. Much further
work is needed to understand how we can measure this.

Impact

Impact of entrepreneurship education is very difficult to
measure, as the time-lag from when the education takes
place and when the impact appears can be very long. Meas-
urement of impacts will therefore always involve tracking of
people over a long time period. Impact in the short run is
the increase in entrepreneurial skills of the students (user-
oriented effects). The long run effects are better performance
of firms started by people with entrepreneurship training
(impact on society). Some studies (e.g. Charney & Libecap,
2000) have also shown that entrepreneurial students also get
higher wages in regular jobs. Ideally, impact should therefore
be measured in both the short run as changes in skills and
in the long run as superior performance of entrepreneurial
students compared to others.

The enhancement of knowledge, skills and competences are
the raison détre of education, and education in entrepre-
neurship should thus be evaluated in accordance to this;
the student who participates in entrepreneurship education
should acquire the capacity to become an entrepreneur ei-
ther as self-employed or employed in an existing business.
The increase in the students” actual entrepreneurial skills

m Entrepreneurship determinants: culture and capabilities
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is hard to assess, but research (Krueger & Dickson, 1994)
has shown that perceived skills is of more importance than
actual skills, when it comes to start-up intentions. Research
within social psychology has been proven potent and of
use to assess this. The concept of individual self-efficacy
(Bandura 1979; 1997) has during the last decades grown
popular within many fields to assess the impact of differ-
ent programmes, and it has been applied extensively by
researchers within the field of entrepreneurship education
(Mauer et al., 2009). It is a model that allows us to measure
‘people’s judgments of their capabilities to organize and ex-
ecute courses of action required attaining designated types
of performances to the extent that their level of motivation,
affective states and actions are based more on what they
believe than on what is objectively true’ (Bandura, 1986,
p. 391; 1997, p. 2).

By tracking entrepreneurship students and comparing them

with a control group we will be able to assess what type of
impact different educational designs have on students’ entre-
preneurial self-efficacy. This longitudinal design would allow
us not only to assess if entrepreneurship education works or
not, but also what type of entrepreneurship education which
suits different type of students best. The surveys will also
generate databases of entrepreneurship students which will
allow us to investigate what type of impact the education has
on a long term. These data bases can measure to which extent
the students pursue a career as self-employed and how suc-
cessfully they do this, but also how successful they are com-
pared to ‘ordinary students, if they choose to pursue a career
as employees in established organisations.
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However, in this area much can be gained by following na-
tional initiatives. With the start of September 1, 2011, a re-
search group at the Danish Foundation for Entrepreneurship
will begin to build these data bases. At university level, stu-
dents of six master programmes in entrepreneurship and six
non-entrepreneurial master programmes will be tracked. The
sample will consist of students within the fields of manage-
ment, engineering and humanities and will be drawn from
five different regions in Denmark. They will follow the stu-
dents for seven years and test them how their entrepreneurial

Measuring Entrepreneurship Education

self-efficacy, entrepreneurial intentions and entrepreneurial
behaviour, changes. They will fill in a questionnaire before
they begin the program, after one year, after graduation, and
then one, three and five years after graduation.

They will also track students at lower-secondary level and
analyse their experience with entrepreneurship education at
elementary level and current level, and evaluate what type of
impact this have on their future choices, such as if they decide
to continue with their studies at secondary and tertiary level.

Entrepreneurship determinants: culture and capabilities m
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Annex 1: Possible Future Entrepreneurship Indicators

INPUTS

Indicator

Potential data source

. Whether entrepreneurship is part of education

policy/strategy at the national/regional level

. Is entrepreneurship education required at all level

of education?

. Amount of government funding for entrepreneurship

education programmes

. Amount of private funding for entrepreneurship education

programmes (alumni entrepreneurs, companies,
foundations, NGOs)

Online search or information provided
by governments directly

Online search or information provided
by governments directly

Information provided by governments directly

Online search supplemented by information
provided by schools

OUTPUT

Indicator

Potential data source

. Number/percentage of schools (at each level) offering

entrepreneurship education

. Percentage of students having access to entrepreneurship

education

. Number of educators teaching entrepreneurship
. Student access to extracurricular entrepreneurship offerings

National survey of schools

National survey (currently in GEM)

National survey of teacher training and development
Online search supplemented by information provided by schools

OUTCOME

Indicator

Potential data source

10
11

. Percentage of students trained in entrepreneurship

(at each level)
. Percentage of population with training in entrepreneurship
. Percentage of entrepreneurship educators trained in topic.

National survey

National survey (currently in GEM)
National survey of teacher training and development

IMPACT

Indicator

Potential data source

12.

13.
14.

15.

16.

Increased interest in starting a company/desire for business
ownership

Increased entrepreneurial skills

Number of students/alumni starting businesses/becoming
involved in entrepreneurial ventures

Additional survival and growth in firms started

by entrepreneurship students

Higher productivity in firms hiring entrepreneurship
students

National survey (currently in GEM)
Evaluations of students participating in courses

Alumni tracking
Alumni tracking

Alumni tracking

m Entrepreneurship determinants: culture and capabilities
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Introduction

This chapter reports on a session of a topical seminar dedi-
cated to analyse potential indicators on ‘culture. Culture is
the sixth column of the EIP and is widely billed as the most
difficult to measure. The topical seminar successfully looked
at a wide range of ways to measure culture, and suggested in-
dicators to measure under each one. However, many of these
methods are not tested, and will have to be proven over time.

The analysis of potential indicators starts with the EIP frame-
work designed by the OECD. Under ‘culture’ this framework
proposes the following indicators: Risk attitude in society;
Attitude towards entrepreneurs; Desire for business owner-
ship; and Entrepreneurship Education (mindset).

Background for indicators

Before the discussion, two ways to measure culture were dis-
cussed - taking bottom-up individual opinions leading to the
whole picture, or using top-down indicators to demonstrate
culture. It appeared that many of the existing indicators were
bottom-up. Initially the group focused on bottom-up indica-
tors, looking at top-down in the second session.

Another suggestion was to prioritize indicators in order of
reliability, looking at observations first, followed by percep-
tions and then beliefs about the future.

The indicators had to be usable for policy-making. It was sug-
gested that, particularly given the effects of the recession, the
group should look at necessity entrepreneurship. As part of
culture this would result in an indicator such as whether people
were afraid of losing their job. This idea was rejected, as it was felt
that policy-makers would not be able to act on the information.

Bottom-up indicators

The group began by selecting the most important bottom-up
indicator and agreed that it was attitudes towards risk. An
important part of this is failure, as the cost of failure can have
an effect on both the perception of risk and actual risk. A
problem that remained unresolved was how to measure the
perception of failure within a society.

o The World Values Survey and Eurobarometer both had
questions on this to individuals

(") Endeavor, Sao Paulo, Brazil.

o National statistics such as a guaranteed minimum income
(such as benefits) over a year could be a indicator to show
mitigated risk of failure

Other points were networks and role models. There was
much discussion about networks as they show the culture
of creating businesses in groups rather than as individuals,
helping to include businesses that begin in communities as
described in Italy and Sweden. This discussion continued
and led to some top-down and bottom-up indicators on this
point, but there was little agreement on whether this section
fitted into the culture part of the framework, or whether it
fitted better into capabilities.

Role models were discussed as a clear part of the network
discussion that fitted into culture. They were seen as impor-
tant to help people gain more knowledge about starting a
business, as well as providing an inspiration.

o GEM and the Eurobarometer survey both had questions
that could be used to measure whether someone had access
to a role model.

Perceptions and attitudes were selected to collect a wide range
of views from individuals. Perceptions focused on what peo-
ple thought of entrepreneurs, and whether they thought they
themselves had the confidence skills and knowledge to be an
entrepreneur. Attitudes focused on whether someone would
choose self-employment, their determination, and their level
of ambition. Both sections contain many suggested indica-
tors, which need to be tested and selected.

Top-down indicators

There were a few top-down indicators. The major ones fall into
the three main categories of media and formal businesses.

Media was selected as the most important top-down indica-
tor to measure culture. However, it was difficult to find an
indicator that could be measured using existing information,
and also to compare it globally. In the absence of a perfect
solution, the group proposed to use Google trends.

As the OECD aims to strengthen the formal business sector,
it was proposed that the size of the formal sector should be
measured. This would reflect the culture of businesses in the
country and would show whether new businesses created are
likely to be formal or informal.

The group aimed to measure political involvement and
will in the issue of entrepreneurship by selecting a political
strategy document that could be made subject to qualitative
analysis. This posed some problems in global comparisons
and perhaps it should be seen more as a recommendation
for countries.

The other top-down suggestions fit into the existing col-
umns: risk attitude (as seen above), attitudes and network.
See Table 1 below.
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Table 1: Potential Indicators (see full details further below)

CULTURE INDICATORS

Attitudes
towards risk

Role models

Perceptions

Attitudes

Media Formal sector

% of people willing
to take risks —

% of population that
know someone who

% of people that see
entrepreneurship as

9% of people aiming
to start a business —

Size of the informal
economy — World

Number of times
entrepreneur and

Eurobarometer has started a busi- a good career choice  Eurobarometer entrepreneurshipis  Bank
ness — GEM - GEM mentioned in news
and in web searches
- Google trends
% of people willing % of population that | % of people that re- % of people aiming
to take risks —World  have seen stories spect entrepreneurs  to start a business
Values Survey! about successful - GEM - GEM
entrepreneurs in the
media - GEM
% of people unwill- % of population Opinion of entre- 9% of business
ing to take risks whose close family preneurs compared | owners that aim
- WVS have started a busi- to other groups - for growth — GEM
ness — Eurobarometer  Eurobarometer
Opinion of entrepre- % of population that
neurs comparedto  is determined - WVS
other groups —
Gallup poll
% of population that % of population that
believe they have the  is ambitious —
confidence, skillsand  Eurobarometer
knowledge to starta | (3 indicators)
business - GEM
% population that
is passionate about
their work — WVS
Table 2: List of potential network indicators
Network Indicator Source Rationale

Average number of owners per start-up registration statistics Proxy for network

Average experience (in years)
of start-up team

Network

registration statistics  Proxy for network

Capabilities or culture? % of population involved in trade

associations / memberships GVS Proxy for network

Further actions

The following further development axes were discussed:

o Test indicators and choose the best under each column;

« Ask the World Bank to find their best indicator to measure a formalizing economy;

o Decide whether network indicators are relevant, and where they best fit within the EIP framework;

« Pull together the other suggested indicators and see whether any fit into the EIP.
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Indicators (detailed):

Area Indicator Source Rationale Comments
Would be better
. . Proxy for how entre- . X
Media Number of times entrepreneur and entrepreneurship Google preneurs are viewed with rating to see
is mentioned on web and in web searches trends by a societ whether mentions
y Y are positive
Proxy for how
Formal . . World . )
econom Size of the informal economy (percentage of whole) Bank integrated / involved
Y entrepreneurs are
Area Test indicators Source Rationale Comments
Number of people willing to take risks. In general, | am willing  Euro- Attitudes to risk
to take risks (strongly agree, agree) (D10.a) barometer
Number of people willing to take risks. Adventure World Val-
Risk attitude  and taking risks are important to this person; to have ues Survey Attitudes to risk
and fearof  an exciting life. (V86). (WVS)
failure Number of people avoiding risks. ..most important [things]
if you were looking for a job: 1: A good income so that you do WVS Proxy for risk
not have any worries about money, 2: A safe job with no risk avoidance
of closing down or unemployment (V48 and V49).
% of population who know someone that has started Proxy for having
a business. Do you know someone who has set up a business  GEM accesstoarole
or become self-employed over the last 3 years? model
% of population whose close family have started a business.
Occupation of parents — D7: father self-employed, D8 mother Euro- Proxy for having
Role models  self-employed white-collar employee in private sector, barometer | 2CCESS toarole
blue-collar employee in private sector, civil servant or without model
a professional activity?
% of population who have seen stories about successful en- Proxy for having
trepreneurs in the media. In [insert country], do you often see = GEM accesstoarole
stories in the public media about successful new businesses? model
% people that see entrepreneurship as a good career choice. Societal view
In your country, most people consider starting a new business  GEM of entrenreneurs
a desirable career choice. P
% people that respect entrepreneurs. In your country, those Societal view
successful at starting a new business have a high level GEM of entrenrenaurs
of status and respect. P
Perceptions  What is your opinion about the following groups of persons? Euro- Societal view
Is it ... [rather favorable, neutral, rather unfavorable, DK] a) barometer | of entrepreneurs
Entrepreneurs (Self-employed, business owners). (Q15.) P
Please tell me how much confidence you, yourself have in each Gallu Societal view Similar to Euroba-
one [institution].A great deal, quite a lot, some, or very little? P of entrepreneurs rometer question
% of population that believe they have the confidence, skills GEM Indicator for confi-
and knowledge to start a business. dence
0 i i —
% population choqsmg self}employment. S'uppose you could Euro- Number of people
choose between different kinds of jobs, which one would you pre- barometer | that want to be an ent
fer: being an employee / being self-employed / none / DK (Q1.).
Number of people -
) . Similar to Euroba-
% population choosing self-employment. In the next three GEM that want to be an rcljmleter ugstion
Attitud years, do you aim to start a business? entrepreneur in the above q
IS next 3 years
% population determined. Work should come first even WVS Proxy Is this too ‘dark
if it means less spare time (CO41). for determination side’?
% population that is ambitious. ..most important [things] Euro-
if you were looking for a job: Doing an important job that barometer Proxy for ambition

gives you a feeling of accomplishment (V48, V49).
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Area Test indicators Source Rationale Comments
% of population that is ambitious. Being very successful
is important to this person; to have people recognize one’s
achievements. (V85) scale.

Euro- Attitudes
barometer on ambition

Attitudes % lati i ; ;
population that is passionate about their work. | would )

work even if | didnt have to (CO42). WVS Proxy for joy
% business owners that aim for growth. GEM Proxy for ambition

Network indicators:

Network Indicator Source Rationale Comments

Average number of owners per start-up registration stats | Proxy for network
Average experience (in years) of start-up team registration stats | Proxy for network

Network % of population involved in trade associations / memberships  GVS Proxy for network

. % population that is well supported. Do you have good human
Capabilities  relationships? (A169)
or culture?

WVS Proxy for network

% population that are well networked. Voluntary organizations —
active member, an inactive member or not a member (V27). Labour + WVS Proxy for network
Union (V30). Professional association (V32). Consumer organization.

Other suggested possible indicators:

Econ Proxy for how impor- How to define which
Political Number of times entrepreneurship mentioned strate tant entrepreneurship  document? Whether it's
in economic strategy of government docur?wyent is to policy-makers and  about change or level. Is
the nation this just a suggestion?
. Proxy for how many
- ) Business
Ambition Number of people that work for young enterprises reqister people are entrepre-
9 neurial in a society
Risk attitud Level of guaranteed income in a country (benefits) National Proxy for opportunity
Isk attitude 9 y stats cost or risk of failure
and fear of National Proxy for opportunit
failure Level of minimum wage / average wage in country ! Xy Tor opportunity
stats cost or risk of failure
. . Registration
Density of other entrepreneurs in area sta%s Proxy
Network X
Number of entrepreneurship professors / teachers  To be '
X ! To be decided.
in area decided.
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Indicator Development:
The Capabilities
Determinant

Sonja Djukic (")

Introduction

This chapter reports on a dedicated seminar session on indi-
cators to measure entrepreneurial skills. The objective of this
session on entrepreneurial capabilities was to bring together
international experts on entrepreneurship and come up with
a concrete list of indicators of entrepreneurial capabilities. A
diverse group of experts was present during the two sessions:
Entrepreneurship Indicators Steering Group (EISG) members,
representatives from different governments and statistical
agencies, representatives from various foundations, research
institutes and international organizations, survey designers,
entrepreneurs, academics, etc. The session started with a brief
description of the previous work of the EISG related to deter-
minants of entrepreneurship and more specifically, with an
overview of existing indicators related to capabilities.

Existing groups of indicators
for capabilities:

« Training and experience of entrepreneurs;
« Business and entrepreneurship education;
« Entrepreneurship infrastructure;
 Immigration and entrepreneurship.

Participants were invited to reflect on the existing indicators
and develop new ideas on how to measure capabilities. Some
indicators have been published in the collection of indicators
within the joint OECD/Eurostat Entrepreneurship Indicators
Programme and many studies have been done on most of the
themes enumerated above. However, there is no general con-
sensus on a specific set of indicators that define capabilities.
In group discussion, it was recognized that indicators need to
be widely available and regularly updated.

Key issues discussed

Note: A table with a list of indicators is provided at the end
of this chapter.

Entrepreneurship education

One of the points of discussion regarding entrepreneurship edu-
cation (in universities in particular) is the difficulty of obtaining
the information about what courses are offered and how much

(") Industry Canada.

entrepreneurship is taught in a particular program. For exam-
ple, sometimes entrepreneurship is not formally included in the
curriculum, but is nonetheless taught in courses. Some of the
indicators discussed were: the number of students taking entre-
preneurship courses and whether those courses are included in
their program of studies or not.

Universities are considered as the main sources of data for
this group of determinants. However, the general agreement
is that it is hard to obtain the information needed from uni-
versities. There are surveys on education in general as well
as on entrepreneurship education, which are good potential
sources. The problem is that they usually only include a few
countries, the surveys from universities are not always widely
available or are not regularly updated.

Follow-up surveys done by some universities were identified
as a useful source to track their alumni to find out:

o how many students became entrepreneurs;

o how the university prepared them for their entrepreneurial
career;

 what courses they have taken.

Another potential source for indicators linked to education
is the OECD’s Programme for International Students Assess-
ment (PISA). It has been suggested that the skills, knowledge
and key competences in specific fields of younger students
(15 year-olds) could be assessed through this programme.

The discussion then turned to students in secondary schools and
a potential indicator identified was: the number of students that
participated in entrepreneurship programs and/or courses in sec-
ondary schools. (Source: Junior Achievement Young Enterprise)

Some of the existing indicators were discussed, as to deter-
mine whether they should be used in the future, modified or
not used at all. Those that were kept are:

« population with tertiary education;

« quality of universities, business schools;

« population with entrepreneurship education.

Europe 2020 Strategy having education as its 4™ target was
identified as an opportunity to gather more data on specific
issues regarding entrepreneurship education.

Entrepreneurial skills and experience
(skills and abilities)

One of the comments made often in the discussion is that an
entrepreneur does not need to have a particular educational
attainment in order to be successful in his/her business. Some
participants indicated that we would be missing on capturing
a comprehensive picture of entrepreneurial capabilities if the
informal training and experience in general were not included.

This group of indicators was divided in two: skills and abilities.
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Skills

The type of training provided by firms and their spending
were identified as a potential indicator of skills. Other poten-
tial measures discussed were:

« measuring the proportion of resources firms devoted to
R&D;

o the entrepreneurs’ ability to engage in new markets and/or
export (example: look at the number of countries the firm
exports to, etc.).

Furthermore, lifelong learning statistics from the Labour Force
Survey (EU) were identified as a potential source on learning
activities, whether formal, non-formal or informal, undertaken
with the aim of improving knowledge, skills and competence.

The idea of measuring government investment/support in
training was also discussed, but no source was identified.

Abilities

To measure abilities of entrepreneurs, it was suggested
to look at serial entrepreneurs; for example: how many
businesses they have created and/or owned or simply the
number of serial entrepreneurs. Two other indicators that
were identified were the age and the number of years of
experience of business owners. The sources for this would
be business surveys (example of Canadian SME Financ-
ing survey was given and a possibility of having a similar
survey in the EU)

Entrepreneurship Infrastructure
(Networks)

This ‘box’ of indicators was of great interest to the partici-
pants and some time was spent on trying to define what that
infrastructure is and how it could be measured. The partici-
pants had a lot of ideas as to what could be included there
and after giving this title more thought, we agreed that ‘net-
works” would be more suitable for the title of this box.

The importance of transfers of knowledge and centres for
entrepreneurship was highlighted. Whether they are in
universities or not, the common agreement was that data on
the number of entrepreneurship support centres (including
knowledge transfer centres or technology transfer offices,
etc.) would be of value. Furthermore, other useful indica-
tors identified were:

« number of businesses established out of universities;
« number of patents (out of universities);

« number of volunteer hours / internships offered by centres
or universities;

o availability of mentorship programs (use sources such as
Chambers of Commence or other business associations to
determine the number of programs).

m Entrepreneurship determinants: culture and capabilities

It was proposed to explore LinkedIn to identify the networks
that entrepreneurs belong to. This could also be helpful in
enhancing the definition of networks.

Immigration and Entrepreneurship
(Diversity)

The existence of this group of indicators of capabilities was
questioned in order to determine why it should be included
in the measurement of capabilities and how useful it might
be. The idea behind the inclusion of data on immigration is
to measure the diversity within the workforce. Some partici-
pants have mentioned the importance of the exchange of ide-
as and experience in business practices. For example, some
immigrants may bring innovative ways of doing business. At
the end, it was agreed that this box should remain as a part
of indicators of entrepreneurial capabilities but that it should
be changed to ‘Diversity’ to better reflect what we are trying
to measure.

Indicators discussed included:

o self-employment by place of birth;

« inflows of foreign labour;

« international students in tertiary education;

« diversity and creativity of cities (potential sources: work
such as that of Richard Florida, etc.).

Concluding Remarks

The final list is presented at the end of this chapter. Most of the
comments received from the participants indicated that all of
the indicators identified were important and would be a good
way measuring entrepreneurial capabilities. Five themes have
been identified, each of them including indicators to measure
a certain aspect of entrepreneurial capabilities.

During the two sessions, the participants have worked
on identifying the indicators with an available source of
data that would allow for international comparisons and
provide regular updates. However, for some indicators the
sources identified are not the most appropriate. The group
agreed, however, that those indicators should be left on
the list and should be kept in mind when developing fu-
ture projects.

Finally, the next step would be to have the EISG take a closer
look at the list of indicators that have been identified during
the two sessions. The group would further discuss the valid-
ity and quality of particular indicators as well as the feasibil-
ity of obtaining the data (including the number of countries
that would be able to provide such data). It can be seen from
the list that indicators can be split in many different levels:
individual, firm, industry and national level. Further discus-
sion on these levels and to what extent each should be linked
to capabilities would be useful.
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Table 1: Potential list of indicators to measure capabilities

Indicator Source
EDUCATION
Key competences of young students PISA
Number of students in entrepreneurship programs in secondary Junior Achievement Young Enterprise
schools.
Number of students taking entrepreneurship courses Education Surveys

Number of students outside of business faculty taking entrepreneur-

: Education Surveys
ship courses

Population with tertiary education OECD
Quality of universities, business schools EQUIS, World Economic Forum — Global Competitiveness Report
Number of teachers teaching entrepreneurship Education Surveys
Population with entrepreneurship education GEM
Alumni:
- how many students became entrepreneurs, University follow-up surveys
- number of entrepreneurship courses taken.
SKILLS
Firm spending on training (type and amount of training provided by firms)  EU: enterprise training surveys
Government investment To be decided.
Lifelong learning/ labour Labour Force Surveys

International sales, exports, engagement

) Innovation surveys, other business surveys
Spending on R&D ys Y

ABILITIES
Number of serial entrepreneurs Business Surveys
Age and number of years of experience of entrepreneurs Business Surveys
NETWORKS

Number of entrepreneurship support centres/ transfer

University surveys, innovation surveys
of knowledge centres 4 Y 4

Business register, NAICS codes for firms providing services

Number of firms providing advice in entrepreneurship .
in to entrepreneurs

Number and/or availability of mentorship programs Chambers of Commerce, Business Associations
DIVERSITY

Inflows of foreign labour OECD, International Migration Outlook

Self-employment and managers by place of birth OECD, International Migration Outlook

International students in tertiary education OECD, International Migration Outlook

Quality of cities Richard Florida's work or similar studies
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Access to Finance by Small
Firms in the EU:

A Comparison of Situations
in 2007 with 2010 and

an Outlook into the Future

Perrine Bamps, Manfred Schmiemann (')

Summary

This paper describes a recent survey carried out by Eurostat
on the access to finance for small and medium-sized enter-
prises (SMEs). Even if it isn’t the first survey on this subject,
its particularity is due to two characteristics. First, the sur-
vey had been conducted in twenty European countries with
harmonized methodology and in the respective national lan-
guages, so it makes comparisons between countries possible.
The second, more important, characteristic is the period of
time considered. In addition to 2010, the reference year for
the survey, the data were collected for the situation in 2007 as
well, which represents the last year before the crisis following
the demise of Lehman Brothers. It enables, therefore, analy-
ses of the scale of the crisis as regards small firms’ access to
finance. In addition to that, a few questions were focused on
the immediate future at that time (2011 to 2013) with a view
to identifying future financing needs and possible obstacles
to businesses’ growth. This paper presents the context of the
survey, explains the statistical methodology, and discusses
some results and trends deducible from the data.

Introduction

From the current perspective of boosting growth and jobs
in Europe (%), it seemed useful to study the conditions for
access to finance by small enterprises. External finance and
easy access to it are important growth factors for businesses.
It affords the possibility to foster innovation (Czarnitzki and
Hottenrott 2011), increase productivity and create wealth
and employment. Access to finance for small and medium-
sized enterprises can be one of the main obstacles to their
growth and/or their survival, and access problems might pre-
vent new enterprises to be created.

A survey on access to finance has been conducted by Euro-
stat across twenty countries, all being Member States of the

(") Team Leader at European Commission, Eurostat, Unit'Competitiveness of European
businesses'where Perrine Bamps was a trainee in 2012. E-mail: Manfred.Schmiemann@
eceuropa.eu

() http//eceuropa.eu/economy_finance/articles/pdf/2011-10-12_communication_roadmap_
en.pdf; http//ec.europa.eu/eu2020/pdf/COMPLET%20EN%20BARROS0%20%20%20007%20
9620Europe202020%20-%20EN%20version.pdf
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European Union (EU) (*). The aim of the survey was mainly
to examine the constraints in obtaining finance and to iden-
tify the sources from which small businesses expected vari-
ous types of finance in 2010, the reference year of the survey,
and in 2007, the last year before the crisis. Businesses were
also asked about their predictions on the need for finance in
the immediate future at the time of the survey, 2011 to 2013.

The purpose of this survey was to point out the difficulties
for small and medium-sized enterprises (SMEs) on access to
various types and sources of finance, especially when they are
young and/or high-growth. The focus was on small and me-
dium-sized enterprises since they account for the majority
of firms and provide most of the employment in economies
around the world. Birch (1979, 1981, 1987) highlighted this
in his work on job creation in the U.S. (and he also coined
the term ‘gazelle’ for the young fast-growing firms; see be-
low). Audretsch (1995) observed a reversal of ‘the trend of
the century’ in the U.S. regarding the growth potential by
small firms, which he found to create more new jobs than
large firms. The impact of SMEs on economic growth and
employment has been studied in Europe and some other
economies (Mulhern 1995; Ayyagari et al. 2003; Kozak 2007;
Erixon 2009; Haltiwanger et al. 2010). The European Com-
mission, in a press release of January 2012, highlighted the
much higher employment growth rate (1% annually) than
large firms (0.5 %) of SMEs in Europe (*).

The survey results will be used to consider political actions
in an attempt to render easier access to finance especially for
those small firms.

Whereas this survey focussed on the consequences of the
financial crisis of 2008 on access to finance for SMEs, oth-
er analyses allowed an identification of other crisis-related
constraints on small firms (Visinescu and Micuda 2009;
Campello et al. 2010).

Since 2009, the European Central Bank and the European
Commission collaborate on a survey on the access to finance
of small and medium-sized enterprises (SAFE), but its scope
is somewhat more limited than the survey presented here.
Every six months, the European Central Bank conducts this
survey in the Euro area, and every two years, the European
Commission conducts it in all EU countries and other coun-
tries participating in the European Commission’s Entrepre-
neurship and Innovation Programme of the Competitiveness
and Innovation Framework Programme (CIP). In addition
to that, the European Commission has published two Flash
Barometer surveys on access to finance in the EU countries,
a first one in 2005 for the 15 old Member States and a second
one in 2006 for 10 new Member States. (%)

(%) Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia,
Lithuania, Luxembourg, Malta, Netherlands, Poland, Slovakia, Spain, Sweden and the
United Kingdom.

(%) http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/12/11&format=HTML&
aged=0&language=EN&guilanguage=en

(°) http://ec.europa.eu/enterprise/policies/finance/data/index_en.htm to be found under
Commission — ECB surveys on SME finance.

Entrepreneurship determinants: culture and capabilities m


mailto:Manfred.Schmiemann@ec.europa.eu
mailto:Manfred.Schmiemann@ec.europa.eu
http://ec.europa.eu/economy_finance/articles/pdf/2011-10-12_communication_roadmap_en.pdf
http://ec.europa.eu/economy_finance/articles/pdf/2011-10-12_communication_roadmap_en.pdf
http://ec.europa.eu/eu2020/pdf/COMPLET EN BARROSO   007 - Europe 2020 - EN version.pdf
http://ec.europa.eu/eu2020/pdf/COMPLET EN BARROSO   007 - Europe 2020 - EN version.pdf
http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/12/11&format=HTML&aged=0&language=EN&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/12/11&format=HTML&aged=0&language=EN&guiLanguage=en
http://ec.europa.eu/enterprise/policies/finance/data/index_en.htm

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

This paper is structured as follows: A first section describes
the scope of the survey and the statistical methodology that
has been used. A second one shows some results obtained
with the survey. Different breakdowns of those results, such
as a geographical one allowing comparisons between coun-
tries, by businesses’ NACE sectors (), or by growth char-
acteristics, have been considered to allow possible further
analyses based on the data collected.

Methodology

The survey has been coordinated by Eurostat in consultation
with its users for business statistics (7) under a flexible mod-
ule (!) of the recast of the Structural Business Statistics Regu-
lation (°). In this context, 20 Member States of the European
Union were obliged to deliver results based on the sample
size required to ascertain statistical validity in relation to the
size of the economy of participating countries. In those coun-
tries, the official authorities for statistics, the national statisti-
cal institutes, were the executing organs of the survey. They
also represent the ‘provider’ side of interested parties. Users
of official business statistics were also formally involved.

Both users and providers of statistics on business finance
established the concept and design of the survey through a
series of 11 task force (*°) meetings. This task force created a
harmonized questionnaire, which then had to be translated
into the national languages of participating countries. It also
decided on the statistical methods to deal with item non-
response, the sampling methodology, the possible methods
of grossing up, and the overall methodology to be employed.

Enterprise target population

In all participating countries, their national statistical insti-
tutes identified enterprises to be sampled from the business
registers, where unique identifiers allow the tracking of en-
terprises continuing to be in operation across years since es-
tablishment of such registers. Only small and medium-sized
enterprises (*!) that fit all the following characteristics:

« has existed at least since 2005,

e was active in 2008,

() Fora broad structure of NACE Rev 2, see p.57 of http://www.geodirectory.ie/Downloads-(1)/
NACE-Rev-2.aspx

(") European Commission policy departments, the OECD, the European Investment Fund
(EIF) and the European Central Bank (ECB)

() This flexible module is detailed in the Commission Regulation (EC) No 97/2009 of 2 Febru-
ary 2009: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2009:033:0006:0007
EN:PDF.

(°) Regulation (EC) No 295/2008 of the European Parliament and of the Council of 11 March
2008 (recast): http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2008:097:0013:0
059:EN:PDF.

('%) Composition of task force: EUROSTAT (chair), National Statistical Institutes from 20 partici-
pating countries, OECD, ECB, EIF, European Commission departments DG ENTR, DG EFIN
and DG REGIO.

(') Commission recommendation of 6 May 2003 concerning the definition of micro, small
and medium-sized enterprises: http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:
1:2003:124:0036:0041:en:PDF.
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o had between 10 and 249 persons employed in 2005,
« had at least 10 persons employed in 2010,

« isindependent, i.e. not a subsidiary of another business,

is classified in NACE Rev 2 sections B to N, excluding K
(financial services).

Businesses in the financial sector were excluded from the
survey because their means of obtaining finance are quite
different than in other economic sectors. Micro enterprises
with less than 10 persons employed were also excluded to
avoid the administrative burden for them.

To be able to compare enterprises that have shown high
growth in employment in recent years with those that have
not, to separate, amongst the former, younger enterprises
from older ones, and to structure respondent businesses
by economic activity classification, several subpopulations
were defined.

First, the survey allowed enterprises to be broken down by
activity groupings:

1. Industry NACERev.2 codes Bto E

2. Construction NACE Rev. 2 code F

3. Services NACE Rev. 2 codes G to
N excluding J, Kand M

NACE Rev. 2 code ]
NACE Rev. 2 code M

4. ICT services
5. Professional and other services

Second, enterprises have been separated into three sets of
growth characteristics.

Following the Eurostat/OECD Manual on Business Demog-
raphy Statistics ('?), high-growth enterprises are defined as
follows:

‘All enterprises with average annualised growth greater than
20% per annum, over a three year period should be consid-
ered as high-growth enterprises. Growth can be measured
by the number of employees or by turnover’

In the case of this survey, growth has been measured by em-
ployment and the three year period of growth assessment
was 2005 to 2008. This criterion is captured by the following
formula:

>0.2

\ number of persons employedin 2008 1
number of persons employedin 2005

Amongst these high-growth enterprises, the so-called ‘ga-
zelles” (*?) are distinguished from the others in that they were
born in 2003 or 2004.

(%) http://ec.europa.eu/eurostat/product?code=KS-RA-07-010&mode=view
(%) A term first coined by David Birch (1987).
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The sets of growth characteristics are therefore:

Enterprises with:
- 10 to 249 persons
employed in 2005,
- 10 or more persons
employed in 2010,
- active in 2008

High-growth
enterprises
2005 - 2008

Other enterprises

Gazelles

Other high-growth

(Born in 2003 to 2004) (Born before 2003)

Questionnaire

The questionnaire has been designed with the aim of limiting as
much as possible the burden imposed by statistics on respond-
ents (business owners or managers with insight into the firnys
financial situation). The number of questions did not exceed the
maximum of 20 questions allowed by Regulation 97/2009. And
moreover, none of them requires quantitative figures, so there
was no need for respondents to access company accounts.

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

The questionnaire exhibited a division of the questions
into five sections: one section for each main finance type
(loan, equity and other type), one for the perceptions of
the changes having occurred between the two surveyed
reference years, and finally one for the outlook into the
immediate future.

It was left up to the national statistical institutes to decide
in which way they would send out the questionnaire: pa-
per-based, online, or via electronic means. Telephone inter-
views were considered not to be sufficiently valid.

Sampling and sample size

Five activity groups and three sets of growth characteristics
yield a total of 15 strata per country. Random sampling with-
out replacement was applied to each stratum.

Unlike many surveys, the required sample sizes per country
meant the actually required number of replies. This net sam-
ple size relates roughly to the size of each country’s economy.
As the number of responses actually received back cannot a
priori be guaranteed, national statistical institutes were ex-
pected to dispatch more questionnaires to account for non-
replies. To determine how many questionnaires have to be
sent out, the response rate was assessed based on previous
similar surveys conducted.

The sample sizes required for each country and a rough cal-
culation of how many enterprises have to be approached to
deliver the required response rates are given in Table 1.

Table 1: Sample sizes per country and required data sets

Member States

Dataset size required

Net sample size
60 % response 80 9% response

DE, ES, FR, IT, UK

BE, BG, IE, EL, NL, PL, SK, SE
DK, FI

LV, LT

CY, MT, LU

1800 3000 2250
900 1500 1150
500 850 650
300 500 400
233 400 300

ltem non-response

The quality of a survey can be reduced if there are too many
item non-responses within forms (item non-response is the lack
of an answer to certain questions). National statistical institutes
were asked to minimise item non-response as much as possible.

Some item non-response can be reliably inferred if the
answer is trivial from other answers given. If the lacking

answer is not so obvious, contact to respondents may be
necessary to supply the missing information. In some cases,
if the form is riddled with non-response, it may be better to
just exclude it and count it as a non-responder. If a question
remains without answer, the enterprise should not appear
in the count of respondents to that question, but this com-
plicates the establishment of the total for the given refer-
ence population.

Entrepreneurship determinants: culture and capabilities m
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Estimated totals and grossing-up

The subdivision of enterprises into subpopulations increased
the risk to have isolated enterprises in some strata, especially
in small countries. To avoid confidentiality problems ('*) and
to prevent identification of the answers delivered by indi-
vidual enterprises, Eurostat decided to publish results only
as percentage values. Nevertheless, estimated totals for the
whole business population of each country were needed to be
able to combine figures from different countries.

There are basically three different techniques for gross-
ing-up results of the survey to country enterprise popu-
lation totals. In short, the first one is simple grossing,
another one uses groups within strata to gross up, and
a third one uses an auxiliary variable for the estimation
of total populations. Member States were free to choose
which method(s) to use.

‘Simple grossing’ works as follows. Question by question, the
number of responses to a cell is multiplied by a factor that is
the ratio of the number of enterprises eligible to the question
compared with the number of respondents to the question:

Let #=1,..,H denote the strata. The grossed-up total for
a peculiar cell ¢ of question ¢ in stratum / is defined by:

rhq
" _ h
Thge = 2 Vi
r g i=1

where 7, , - is the number of respondents to question ¢ in
stratum fl Yhgei is the response of unit 7 in stratum h to
cell ¢ of quest1on g (1 if the unit tick this cell, 0 otherwise)
and N, is the number of eligible businesses in stratum /.

If the proportion of respondents does not reflect the size struc-
ture of the stratum, a second method of grossing up using groups
of respondents based on their employment figures can be used.

In this case, each stratum is split into groups based on em-
ployment, and a simple grossing-up is applied to each group.
For example, a split of the sample into two groups can sepa-
rate those that have between 10 and 49 persons employed
with those that have 50 or more persons employed.

Let denote g=1.G, the different groups. The estimated
total is then:

ng

L

glllnh r,gq

gqei

where NN, is the number of units in the population in stra-
tum /1, 1, is the number of units sampled in stratum /% ,

(") Even if the survey does not collect any quantitative data, Member States and Eurostat
still have a duty not to reveal the results for individual respondents. That means that any
figure that is based on the results from a single contributor should not be published.
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n, is the number of sampled units in group g, 7, ., is
the number of respondents to question ¢ in group g and
Y gqei is the response of unit 7 in group g tocell ¢ of ques-

tion ¢ .

A third technique, more complex, makes use of an auxiliary
variable. This auxiliary variable can be, for instance, the em-
ployment. It is important to note that in this technique, the
sum of employment of all observation units in the popu-
lation and the sum of employment for the respondents to
the question have to be known. The grossed-up total is esti-
mated by applying a weight to each stratum.

Let 4 =1...H denote the strata and x the auxiliary variable.
The estimated total in a stratum / for a cell ¢ of question
q is given by:

rhq

Zghthqa s

r Jhg i=1
Nh
. 2%
r,h =1
with the g-weight: &, = d nj—,
r,h
N, &

X i

i=l
where X,; is the value of the auxiliary variable for unit i in
stratum /1, n » g 18 the number of respondents to question ¢
in stratum /2, y hgei 18 the response of unit 7 in stratum h to
cell ¢ of question ¢ (1 if the unit tick the cell, 0 otherwise), and
N, is the number of units in the population in the stratum /.

The last two approaches inevitably add complexity; there
may not be the correlations between company details in the
business registers and responses that would make this com-
plexity worthwhile.

Access to finance for SME —
Results of the survey

As already mentioned, twenty countries took part in the sur-
vey, with a combined sample of about 25000 enterprises in-
terviewed EU-wide. Each Member State collected micro data
in their own country and furnished to Eurostat aggregated
results. Many of them had or will issue national press releases
and analyses. Only Eurostat can draw comparisons between
countries and combine country aggregates. After applying
the routine quality checks upon collected data, they were
published as percentages in the Eurostat database (*°).

The results of the survey highlight the difficulties in obtain-
ing finance during the economic crisis, point out the main
reasons for rejection, and identify the growth obstacles for
small and medium-sized enterprises.

(%) See http://epp.eurostat.ec.europa.eu/portal/page/portal/european_business/
special_sbs_topics/access_to_finance ; see also http://epp.eurostat.ec.europa.eu/
statistics_explained/index.php/Access_to_finance_statistics
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This section deals with the results of the survey under various
dimensions (for instance, comparison between: countries,
enterprises’ high-growth characteristics, enterprisess NACE
classification, etc.) and covers among others the following
questions: Which are the sources of various finance types?
How were they successful in their requests? What were the

Loan, equity or other type of finance:
Success rates

In 2010, the percentage of firms that applied for some type
of external finance increased compared with 2007. 31.2%
of all enterprises asked for loan finance in 2010, which is
3.4 percentage points more than in 2007. Only 3.1 % asked
for equity finance in 2010, but this is still an increase com-
pared to 2007. The sharpest rise in seeking finance occurred
for the category ‘other’ type of finance, with 5.4 percentage
points (25.3 % in 2010 against 19.9 % in 2007). (See Table 4
of Appendix)

At the same time, the percentage of firms who were suc-
cessful in their applications dropped no matter the type of

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

reasons for unsuccessful applications? What are firms’ per-
ceptions of the effect of the crisis on their business? Will they
need finance in the coming future? Where do they expect to
obtain the finance from? What are the most important fac-
tors limiting the growth of their business?

finance. (The questionnaire allowed a choice between ‘fully
successful, ‘unsuccessful, or ‘partially successful, meaning
the finance type sought was offered at less favourable condi-
tions than desired.) Those firms who sought equity finance
were the least successful; barely more than 50 % were suc-
cessful in their applications in 2010 (against 67 % in 2007).
Loan applications returned only partially successful or
unsuccessful rose from 16.4% in 2007 to 34.7% in 2010
(+7.7 percentage points for partially successful requests and
+10.6 percentage points for unsuccessful requests). Busi-
nesses who asked for other type of finance were the most
successful with 87.7 % of chance to be partially or totally suc-
cessful in 2010 (a reduction of 4.6 percentage points com-

Figure 1: Success rates in obtaining finance by type, 2007 and 2010()
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(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011 (online data code: acf_deg)

Loan finance

Enterprises working in the sector of professional, scientific
and technical services were slightly more successful in their
application for loan finance than those in other sectors, both

in 2010 and in 2007. Loan applications from enterprises in
ICT services had been somewhat less successful than those
from other sectors, with 25.1% of enterprises not at all suc-
cessful in 2010 (+17.1 percentage points compared with
2007) (see Figure 2).
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In 2007, before the crisis, proportions of applications treated fa-
vourably (i.e. partially or totally successful) were approximately
equal for all enterprises independently of their growth char-
acteristics (91.6 % for gazelles, 91.3 % for other high-growth
enterprises, 92.2% for other enterprises). In 2010, it was
still approximately the same for all enterprises, but they all

saw their success rate (‘partially’ and ‘fully successful’) de-
crease by more than 10 percentage points. Most interestingly,
27% of the gazelles were only partially successful in their
finance requests in 2010, compared with 16 % of the other
enterprises and 16.8 % of the other high-growth enterprises

Figure 2: Success rates in obtaining loan finance by NACE sectors, 2007 and 2010 (") (3
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Figure 3: Success rates in obtaining loan finance by enterprise type, 2007 and 2010 (')
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Banks and the owner(s)/director(s) are the two mainly sources
for loan finance: in 2010, 90.2 % of all the enterprises who sought
loan finance, applied to a bank, and 19 % requested a loan to the
owner(s)/director(s) of the business (see Table 5 of Appendix).

These two sources are also the two with better successful
rate: 89.8% of applications to banks were successful or

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

partially successful in 2010 and the comparative figure
for those to owner(s)/director(s) is 86.7 % (see Table 6 of
Appendix).

The need of a guarantee in the case of an achieved loan re-
quest depends more on the country than on the enterprise’s
type or sector (see Figure 4).

Figure 4: Percentage of need of a guarantee in case of approved loan request, by country, 2007 and 2010
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Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011 (online data code: acf_s_ne)

In the vast majority of enterprises who needed a guarantee to
obtain loan finance, the owners(s)/director(s) of the business
played the role of guarantor (more precisely, 84 % in 2007
and 83 % in 2007).

Concerning the reasons for partially or totally unsuccess-
ful loan applications, they can come from both sides: either
lenders refuse a loan to a business or the business does not
accept the loan as proposed.

For the year 2007, three main reasons were given by
banks to businesses (of all growth characteristics) for
loan refusals: poor credit rating, insufficient collateral
or lack of own capital; in 2010, at least the capital re-
serve of businesses seems to be less frequently a problem
(see Table 2).
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Table 2: Reasons given by banks for full or partial loan refusals, 2007 and 2010 (")(?)
(% of all enterprises who sought loan finance from a bank and were partially or fully unsuccessful)

It was the bank’s opinion

that the business had: 2007 2010
i Poor credit rating 36.5 29.8
ii. Lack of own capital 32.7 230
iii. Insufficient collateral or guarantee 329 30.0
V. Already too many loans or too much debt 22.2 243
Vi. No loan history 2.7 0.6
vii. Poor loan history 1.9 2.1
viii. No reason given 20.2 23.8
iX. Other reason(s) 13.0 164

(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,
Slovakia, Spain, Sweden and the United Kingdom.

(%) Figures do not add up 100% because multiple choice was allowed.

Source: Eurostat survey 2011 (online data code: acf_d-lo1)

The main reason given by banks to partially or fully refuse percentage of ‘no reasons given’ was even higher (32.5%). In
loans to gazelles in 2007 was the lack of own capital (30.7%). 2010, like gazelles, they were considered to have insufficient
In 2010, they refused loans mainly because of the insufficient ~ collateral or guarantee (35.9 %). The primary reason given by
collateral or guarantee of gazelles (35.9 %). In 2007, other high-  banks to other enterprises was their poor credit rating in 2007
growth enterprises were told they lacked own capital but the as well as in 2010 (37.4 % in 2007; 30 % in 2010) (see Figure 5).

Figure 5: Reasons given by banks for full or partial loan refusals, by enterprise growth characteristic,
2007 and 2010 (")(?)
(% of all enterprises who sought loan finance to a bank and were partially or fully unsuccessful)
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b) Other high-growth enterprises
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(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,
Slovakia, Spain, Sweden and the United Kingdom.

(%) X-axis labels refer to Table 2; figures do not add up to 100 % because multiple choice answers were allowed.

Source: Eurostat survey 2011 (online data code: acf_d-lo1)

In some cases, businesses decided to refuse the loan. The partially successful or unsuccessful in 2007 and for 15.2% in
main reason for that was because interest rates offered were 2010 (see Table 3).
too high. It was the case for 18.9% of enterprises who were

Table 3: Reasons given by enterprises to refuse a loan, 2007 and 2010 (')
(% of enterprises who sought loan finance and were partially or fully unsuccessful)

The business decided that 2007 2010
XiX. Interest rates offered were too high 18.9 15.2
XX. Non-interest-rate related conditions of the loan were inacceptable 11.9 139
XXi. Other reason(s) 10.8 14.5

(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,
Slovakia, Spain, Sweden and the United Kingdom.

Source: Eurostat survey 2011 (online data code: acf_d-lo1)

The survey also investigated the reasons why enterprises ap-  chose that particular bank because they were already a client.
proach a certain bank for a loan. In 2007 and in 2010, almost ~ Approximately 30 % of enterprises said that it was because
90 % of the enterprises who sought loan finance from a bank  the bank offered the best interest rate related terms.
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Equity finance

Only very few small and medium-sized enterprises applied
for equity finance to obtain external finance: 2.4 % in 2007
and 3.1 % in 2010.

This small proportion of businesses asking for equity finance
can be explained by the general aversion to control loss (exter-
nal interference and ownership dilution) of small and medium-
sized enterprises (Cressy and Olofsson 1997; Hughes 1997).

The two most important sources for equity are existing share-
holders and banks. 58.8% of enterprises who sought equity

finance applied to existing shareholders in 2010, an increase
of 11.8 percentage points compared to 2007. 39.2 % of enter-
prises chose a bank for their equity offer in 2010, 7.1 percent-
age points less than in 2007 (see Table 5 of Appendix).

Many other sources are, however, available for equity finance.
Since an enterprise could choose more than one source for
equity applications, the figures below show the percentages
of number of demands (and not the number of enterprises).
From 2007 to 2010, the share of demands for equity finance
to existing shareholders remained the same; unlike percent-
age of demands to banks, which dropped by 10 percentage
points, for the benefit of other sources (see Figure 6).

Figure 6: Demands for equity finance by sources, 2007 and 2010 ()

(%)
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Source: Eurostat survey 2011
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Source: Eurostat survey 2011 (online data code: acf_d_eq)
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Although only few enterprises sought equity finance, chances
of being successful were still not high: In 2010 less than half
of the gazelles and high-growth enterprises were totally suc-
cessful in their quest (45.6 % and 45 % respectively), and just

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

over half of ‘other enterprises’ were successful (52.6%). In
2007 gazelles were the most successful enterprise types, with
69.3 % success rate compared to 66 % of other high-growth
enterprises and 67 % of other enterprises (see Figure 7).

Figure 7: Success rates in obtaining equity finance by enterprises type, 2007 and 2010 (')
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(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011 (online data code: acf_d_eq)

For both reporting years the same main reason was given
for a full or partial unsuccessful request for equity finance:
‘Existing shareholders did not feel able to subscribe for
more shares’. In 2007, ‘Other reason(s)’ and ‘Potential new
shareholders felt the development potential of the busi-
ness was insufficient or too risky’ were, respectively, the

second and third most frequent reasons given. In 2010,
‘Potential new shareholders felt the development poten-
tial of the business was insufficient or too risky’ became
the second most frequent reason, followed by ‘Potential
new shareholders felt that the business had too much debt’
(see Figure 8).
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Figure 8: Relative importance of the reason rejection for equity finance, 2007 and 2010 (')
(%)
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(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011 (online data code: acf_d_eq)

Other sources of finance or credit line’ and “Trade credits (by suppliers)’ are the most
requested, with respectively 33.5%, 26.5% and 10% of the
Beyond loans and equity, there is a whole range of other pos-  demands in 2007 (see Figure 9).

sibilities for finance. Amongst them, ‘leasing} ‘bank overdraft

Figure 9: Shares of demands for other types of finance by sources, 2007 (")

(%)
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(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011 (online data code: acf_d_oth)
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These three main sources thus represent two out of three de-
mands for finance other than loans and equity. ‘Leasing’ requests
had the highest success rate in 2007 as well as in 2010, with only
1.1% of applications that were not at all successful in 2007 and

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

4.6 % in 2010 (note the 4-fold increase though). 6.2 % of requests
to ‘trade credits (by suppliers)’ in 2007 were unsuccessful; this
figure rose to 11.5% in 2010. The figure for ‘Bank overdraft or
credit line’ was 3.4 % in 2007 and 8.5 % in 2010 (see Figure 10).

Figure 10: Success rates in obtaining other types of finance for the three main sources, 2007 and 2010 (")
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Source: Eurostat survey 2011 (online data code: acf_d_oth)

Changes over the past three years

Businesses were surveyed about their perceptions of chang-
es in the environment for external finance of all types and
sources between 2007 and 2010. They were asked to evalu-
ate on a scale from ‘much better’ to ‘much worse” about their
business situation and the access to finance during this crisis
period. In an analysis of the results it should be kept in mind
that all surveyed enterprises replied to this question, even the
large proportion that did not ask for any external finance.

34.7 % of all enterprises feel that the financial situation of
their business did not change in that period. However, more
enterprises think that it got worse (reply options ‘worse’ and
‘much worse’ combined: 33.5 %) rather than improved (op-
tions ‘better’ and ‘much better’ combined: 27.4 %). The cost
of obtaining finance was considered to be worse or much
worse for more enterprises than better or much better:
27.5% thought that it became worse/much worse against
17.1% who felt it got better/much better. 33.6 % said that
the cost to obtain external finance stayed the same, and
21.8% had no opinion. About the debt/turnover ratio of
their business, 22.5 % of all enterprises deemed that to have
changed for the better against 28.2 % that considered it to
have gotten worse. 37.7 % thought it stayed unchanged, and
11.6 % had no opinion (see Figure 11).

Amongst all the enterprises that had an opinion, the two
most frequently cited conditions that worsened were the
willingness of banks to provide finance and the burden or ef-
fort of obtaining finance: 42.2 % saw the willingness of banks
to provide finance decline, against only 12.7 % that thought
there was an improvement; 36.3 % considered that the bur-
den or effort of obtaining finance has become heavier versus
9.7 % that thought the opposite.

Nevertheless these conditions vary widely from country to
country since the crisis has been felt differently. For the ma-
jority of Spanish enterprises who had an opinion, the crisis
had a negative impact on the burden or effort of obtaining
finance: 60.3 % found it ‘worse’ or ‘much worse’ In Lithuania,
half of the surveyed enterprises who had a opinion saw a
negative impact compared with only 6.3 % that saw a change
for the better. On the contrary, in Sweden more enterprises
thought it was better or much better in 2010 compared with
2007 (22.3%) than worse or much worse (10.7%). On the
willingness of banks to provide finance, more than two out of
three enterprises in Spain and in Latvia said that it got worse.
In Finland, Luxembourg and Malta, slightly less than two out
of three said that this condition did not change during this pe-
riod. In Sweden and Finland more enterprises saw the willing-
ness of banks increased than decreased (see Figure 12).
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Figure 11: Perception of changes between 2007 and 2010 (')
(% of all enterprises)
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Source: Eurostat survey 2011 (online data code: acf_p_ch)

Figure 12: Perception of changes between 2007 and 2010 by country
(% of all enterprises who had an opinion)

a) The burden of effort of obtaining finance for businesses  b) The willingness of banks to provide finance (')
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Looking ahead

Approximately one out of two surveyed enterprises will like-
ly need finance in the immediate future at the time of the
survey, i.e. 2011 to 2013. However, a breakdown by growth
characteristics of firms points out that the respective percent-
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ages for gazelles and other high-growth enterprises are both
higher than the percentage for other enterprises. More than
half of the businesses in the sector ‘construction and indus-
try’ will likely need finance while in the three services sectors
under NACE Rev. 2, less than 50 % will be in need of finance
(see Figure 13).

Figure 13: Percentage of firms that will likely need finance in 2011 to 2013 (")(%)

100
90
80
70 No No No No No
60
50
40
30
20 Yes Yes Yes
10
O " T = | I T T 1 T P =
= E & 2 Z 2 3 S c
N o S s 3 g 2 2 S
S > g 3 E 2 g g 5
_": = = - k7 wn ﬁ (7]
k= 5 5 5 O v
< g o
[J] ey
£ 5
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(%) Section M corresponds to Professional, scientific, technical services.
Source: Eurostat survey 2011 (online data code: acf_p_ne)

Amongst those enterprises that thought they will need fi-
nance, 82.3 % will ask for loans, 31.2 % for other type finance
and only 9.9% plan to ask for equity (yet this is a change
compared with the situation before, in 2007 and 2010). The
most important source envisaged by enterprises for the next
years remains banks with more than 50 % of the demands.
But notably almost one out of five demands for external fi-
nance will be directed to leasing companies. The owner(s)/
director(s) are likely to be another important source (slightly
more than 10 % of the demands) (see Figure 14).

The main reason given by enterprises to explain why they
might need finance between 2011 and 2013 is simply to
maintain their business. Many of them will also need finance

Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

to grow their businesses’ domestic activities. The third most
important reason of requesting financing is the purpose to
finance innovation and R&D.

The last question of the survey was directed at all surveyed
enterprises, even the ones that did not and will not ask
for any external finance. All surveyed firms were asked
what they think will be the most important factors limit-
ing the growth of their business during the period 2011
to 2013. The principal constraint identified was the gen-
eral economic outlook. ‘Price competition/small margins,
‘limited demand in the local/domestic markets’ and ‘high
cost of labour” are three other constraints frequently men-
tioned by enterprises.

Entrepreneurship determinants: culture and capabilities m eurostat


http://ec.europa.eu/eurostat/product?mode=view&code=acf_p_ne

Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

Figure 14: Envisaged finance sources between 2011 and 2013 (')
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Conclusions

Europe 2020, the EU’s growth strategy for the coming decade,
aims to turn the EU into a smart, sustainable and inclusive econ-
omy. Two of the five ambitious objectives setting by the Union
to be reached in 2020 concern employment and innovation. (*°)

This survey has been conducted in 2010 across twenty EU
Member States under Eurostat coordination. It covered approxi-
mately 25000 businesses (representing the population of SMEs
in Europe), which were asked about their attempts to obtain ex-
ternal finance in 2010 as well as for 2007, the year before the
crisis. The resulting data permit analyses of the consequences
of the crisis for small firms seeking finance. The survey also in-
cluded questions about the future financing needs of SMEs and
possible factors limiting the growth in the immediate future.

The results showed that success rates in obtaining finance se-
verely declined with the crisis whatever the type of finance
looked for. Loans have been the most desired finance type,
and will remain to in the future. Banks and the owner(s)/
director(s) were the two main sources for loan finance, and
requests addressed to them had also the best success rates.
Reasons given by banks to refuse, or offer only worse than
desired conditions, for loans were chiefly based on their rea-
soning that businesses had ‘poor credit rating, ‘lack of own
capital, or ‘insufficient collateral or guarantee. Sometimes,
it was businesses that had to refuse the loan because inter-

(%) http://eceuropa.eu/europe2020/index_en.htm. Accessed 22 February 2012.
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est rates offered were too high or other loan conditions were
undesirable.

Regarding firms perceptions of the changes between 2007
and 2010, the financial situation of their business was reported
as unchanged by slightly more than one third of all surveyed
enterprises. Amongst the ones who replied it changed, more
thought it got worse than improved. The same conclusions can
be drawn regarding the cost of obtaining finance and the debt/
turnover ratio of businesses. The burden or effort of obtaining
finance for businesses and the willingness of banks to provide
finance seemed to have become worse or much worse in 2010
for a lot of businesses, but the perceptions of changes differed
across countries. In Spain, for example, the burden of obtaining
finance became heavier, and the willingness of banks decreased
for the majority of enterprises. In Sweden, by contrast, this did
not change from 2007 to 2010 for the majority of enterprises.

For the period 2011-2013, banks and leasing companies
should be prepared to be approached by SMEs for finance.
The owner(s)/director(s) of the businesses will likely be an-
other possible source for finance. Only few enterprises found
it likely that they would apply for finance from a local gov-
ernment body. Enterprises will need finance mainly to main-
tain their business, and not to venture out on new markets or
work on innovative products.

Finally, and interestingly enough, amongst all surveyed en-
terprises, access to finance is not the foremost factor that they
think will limit business growth by 2013, but rather the gen-
eral economic outlook on that period.
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Appendix

Table 4: Percentage of firms seeking or not finance by type, 2007 and 2010 (")

(%)
2007 2010
Yes No Yes No
Loan finance 27.8 722 312 68.8
Equity finance 24 97.6 3.1 96.9
Other type of finance 19.9 80.1 253 747

(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,
Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011

Table 5: Among the firms who sought finance, percentage of demands by source (')

(%)
2007 2010
The owner(s)/director(s) 15.1 19.0
Other employees of your business 29 10.2
Family, friends or other individuals outside your business 44 6.2
Loan finance -
Other businesses 5.0 6.3
Banks 914 90.2
Other loan sources 79 7.8
Existing shareholders 47.0 58.8
Directors not previously shareholders 6.3 12.3
Other employees of your business 6.9 12.3
Venture capital funds 6.5 10.0
Business angels 58 9.8
Equity finance Family, friends or other individuals, not any of the above 9.2 12.1
Initial public offering or other stock market offerings 33 88
Banks 46.3 392
Other financial institutions 89 10.5
Other businesses 7.2 10.0
Government/other equity finance sources 5.7 8.9
Leasing 63.5 554
Factoring 12.8 16.0
Bank overdraft or credit line 503 535
Subsidised loans 12.9 18.6
Subsidies by government 7.8 9.1
Other finance Foreign government bodies or international organisations 34 54
Trade credit (by suppliers) 18.8 184
Advanced payments (by customers) 11.5 11.6
International trade or export finance facilities 29 36
Mezzanine or hybrid financing 1.5 1.6
Other finance types and sources 4.4 55

(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,
Slovakia, Spain, Sweden and the United Kingdom, 2007 and 2010. (Figures do not add up 100 % because multiple choice was allowed.)
Source: Eurostat survey 2011

136 Entrepreneurship determinants: culture and capabilities m eurostat




Access to Finance by Small Firms in the EU: A Comparison of Situations in 2007 with 2010

Table 6: Success rates in obtaining loan finance by sources, 2007 and 2010 (')

(%)
2007 2010
ikl successful unsuccessful Ll successful unsuccessful
successful successful
The owner(s)/ director(s) 115 81.8 6.7 14.0 726 133
Other employees of your 125 369 506 200 133 66.8
business
Faml'ly, friends or.other individuals 164 483 354 183 454 363
outside your business
Other businesses 10.8 540 35.2 17.2 378 451
Banks 76 89.2 3.2 16.5 733 10.2
Other loan sources 6.8 772 16.0 113 60.3 284

(") Average composed of available countries: Belgium, Bulgaria, Cyprus, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland,

Slovakia, Spain, Sweden and the United Kingdom.
Source: Eurostat survey 2011
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