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How is entrepreneurship relevant to the
issue of youth employment?

There are 223 million unemployed or underem-
ployed youth between the ages of 15-24 in develop-
ing and emerging economies.' However, labor mar-
kets in these economies offer limited wage-earning
jobs — according to ILO, only 22% and 35% of to-
tal employment in low- and lower-middle-income
countries is in wage employment. Further, many of
these economies are not creating new wage-earn-
ing jobs fast enough to absorb the growing work-
force — e.g., according to AfDB, Africa creates 3 mil-
lion wage-earning jobs annually, compared to the
10-12 million youth that enter the labor force each
year. As a result, fostering entrepreneurship has
become a key pillar of the policy agenda in develop-
ing and emerging countries to expand employment
opportunities for youth. The policy discourse has
coalesced around two distinct pathways whereby
entrepreneurship can address youth employment:
(i) Growth approach: entrepreneurship as an en-
gine of economic growth and job creation — these
are entrepreneurs of all ages that create and grow
businesses that will generate jobs for youth, and (ii)
Livelihoods approach: entrepreneurship by youth
as a means to acquire productive employment and
livelihoods for themselves.

How is entrepreneurship defined?

Entrepreneurship is a well-known phenomenon lack-
ing a single precise definition.2 The empirical litera-
ture equates entrepreneurship with measures such

as self-employment or new business activity. In con-
trast, the theoretical literature defines entrepreneur-
ship based on personality traits, skills, behaviors.
To varying degrees, three traits have recurred in the
various theoretical definitions of entrepreneurship:
bearing uncertainty and risk; competent manage-
ment; finding and exploiting opportunities.® To this
point, the “art” of entrepreneurship — e.g., creativity,
risk-taking, confidence, determination — should be
separated from the “science” of entrepreneurship —
e.g., planning, management, accounting, marketing.*

Becoming an entrepreneur —
entrepreneurship as a dynamic process

Unlike the static view implied by the above defini-
tions, entrepreneurship is a dynamic process. To
become, grow and thrive as an entrepreneur means
navigating a continuum of events and stages that
are influenced by many factors. As seen in Figure
1, the entrepreneurial journey begins with the ges-
tation stage, when the entrepreneurial vocation,
motivation, and key capabilities are acquired, and
the business idea defined. The next stage is the
start-up stage that includes the final evaluation of
the project, and efforts to access and organize re-
sources needed to start the business. It is followed
by the early development stage, characterized by
market entry and efforts to address the operational
problems faced by new firms.® Entrepreneurs that
persist enter subsequent growth/maturity stages.
Successful transition from one stage to next re-
quires a differential mix of skills and enabling con-
ditions at each stage.®


http://www.ilo.org/ilostat
http://www.afdb.org/fileadmin/uploads/afdb/Documents/job-youth/Jobs_for_Youth_in_Africa_Innovation_Lab-it.pdf
https://www.ilo.org/ilostat-files/Documents/description_STE_EN.pdf
https://www.gemconsortium.org/wiki/1149
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FIGURE 1: THE ENTREPRENEURIAL JOURNEY
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What are the different types of
entrepreneurs?

Entrepreneurs vary in their economic objectives,
skills, roles in the economy, and policy responses.
Many entrepreneurial policies fail because they do
not distinguish between the different types.” En-
trepreneurs can be classified based on their mis-
sion objective, development stage, motivation, and
growth potential.

Mission objective

Commercial entrepreneurs — those who devel-
op a product, process or service that consumers
will pay for. The main objective of commercial
entrepreneurship is to generate profits.

Social entrepreneurs — according to one school
of thought, social entrepreneurs use commercial
strategies to achieve social goals (e.g., European
Commission, OECD, World Bank, ILO, UNCTAD,
some governments), and success means creat-
ing social and economic value.® Another school
defines social entrepreneurs as innovators
whose innovations catalyze large-scale social
change or address social needs, with no explicit
mention of economic value creation and earned
income strategies (e.g., Ashoka, UNICEF). So-
cial entrepreneurship is a vast field and it is not
possible to do justice to this multi-faceted topic
here; hence, the scope of the brief is limited to
commercial entrepreneurship.
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Development stage — The Global Entrepreneurship
Monitor (GEM) uses three categories:

Nascent entrepreneurs — those who are actively
involved in setting up a business they will own,
and whose business has not made any payments
to owners for more than 3 months.

New business owners — those who own or co-
own a business that has made any payments to
owners for more than three months but less than
42 months.

Established entrepreneurs — those who own
or co-own and manage a running business that
has made payments to owners for more than 42
months.

Motivation

Necessity-Driven entrepreneurs — those in-
volved because they had no better options for
work. On average, 35% of early-stage entrepre-
neurs in low-income countries have necessity
motives vs. 28% and 18% in middle-income and
high-income economies.®

Improvement-Driven Opportunity (IDO) entre-
preneurs — those involved because they are driv-
en by opportunity and whose main motivation
for engaging in the opportunity is being inde-
pendent or increasing their income. 37% of ear-
ly-stage entrepreneurs in low-income countries
have IDO motives compared to 42% and 51% in
middle- and high-income economies.”


https://halshs.archives-ouvertes.fr/halshs-01461283/document
https://halshs.archives-ouvertes.fr/halshs-01461283/document
http://www.oecd.org/cfe/leed/Social%20entrepreneurship%20policy%20brief%20EN_FINAL.pdf
https://www.s4ye.org/sites/default/files/2018-08/S4YE%20Knowledge%20Brief%20%235%20Social%20Enterprise%20and%20Youth%20Employment.pdf
https://www.ilo.org/wcmsp5/groups/public/---africa/---ro-abidjan/---sro-cairo/documents/publication/wcms_589097.pdf
https://unctad.org/en/PublicationsLibrary/diaeed2012d1_en.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/26397/114405-18-4-2017-15-11-50-DesignLegalFrameworksforSEsApr.pdf?sequence=1&isAllowed=y
https://www.ashoka.org/en-US/collection/social-entrepreneurship
https://www.unicef.org/Learning_Series_3_Social_Entrepreneurship_24dec2007.pdf
https://www.gemconsortium.org/wiki/1149

Growth potential

e Subsistence entrepreneurs — those involved so
they can earn a subsistence income for them-
selves, and who do not — and do not aspire to
— grow the business to the point of creating jobs
for workers outside their family. Subsistence en-
trepreneurship as a first step to growth entrepre-
neurship is not supported by data."" While it may
not create jobs or contribute to economic trans-
formation, its performance and survival is essen-
tial to the livelihoods of the poor who own these
micro-businesses.

e Growth entrepreneurs (gazelles) — those who
aim to create large, vibrant businesses that
grow beyond individual subsistence needs and
provide jobs for others.'? They are less common
but significantly affect output growth and job
creation. E.g., in Brazil, Turkey, Cote d’lvoire,
Ethiopia, and Indonesia, high growth firms are
10%-20% of total firms yet generate more than
half of all new jobs.”™

e Constrained gazelles — those who share the
skills and behaviors of growth entrepreneurs but
have the low-capital, low-profit traits of subsis-
tence entrepreneurs, suggesting untapped entre-
preneurial potential.’* E.g., surveys in Mexico, Sri
Lanka and West Africa found that between 40%-
60% of subsistence entrepreneurs were con-
strained gazelles, depending on the country con-
text and measurement approach.” Traditional
measures to identify growth entrepreneurship are
ex-post,'® but a growing body of research is test-
ing approaches — e.g., psychometric screening,
peer feedback, competitions with expert judges
and/or face-to-face interviews, youth-friendly ap-
titude tests — to ex-ante identify entrepreneurial
potential which could then be unlocked via tar-
geted support. While it is easier to discriminate
between growth and subsistence entrepreneurs
and predict success among the latter, it is much
harder to predict success among growth entre-
preneurs using these methods.”

What are the characteristics of successful
entrepreneurs?

A review of empirical research from developed
and developing countries — e.g. Mexico, China, Sri
Lanka, West Africa — suggests that successful en-
trepreneurs differ from non-entrepreneurs and un-
successful entrepreneurs on five key dimensions.”®
These are:

¢ Personality traits: Key traits of successful en-
trepreneurs are ambition and need for achieve-
ment, tenacity and self-efficacy, creativity and
innovativeness, openness to experience and
willingness to take risks, need for autonomy,
and proactive personality.

e Cognitive ability: Successful entrepreneurs have
higher levels of cognition as measured through
education and various tests of cognitive ability.

e Family background: Especially in developing
countries, successful entrepreneurs have more
educated parents, have friends and family who
are entrepreneurs, and come from richer back-
grounds.

e Gender: Women entrepreneurs are more likely
to be motivated by necessity, own smaller enter-
prises, and of lower productivity. Women entre-
preneurs face unique constraints — e.g., house-
work, childcare responsibilities, cultural norms,
concentration in low productivity/low-demand
sectors, less agency, lower social, human and fi-
nancial capital.'

e Age: In developing countries, differences in en-
trepreneurial activity of youth and non-youth are
low — e.g., in factor-driven economies, the en-
trepreneurship rate among ages 18-24 is 16% vs
17% for ages 25-29.% Since it takes time to build
the experience and resources to start and grow
a business, older entrepreneurs (albeit not very
old) are more successful. In particular, the more
disadvantaged youth engage in mixed livelihoods
while they build their business — those that ‘get
ahead’ are male; have better education, access to
capital and social networks; make strategic choic-
es and leverage strategic opportunities to invest
in their business and in themselves to position
themselves up the value chain.?!

Are individual intentions and skills enough
to activate entrepreneurial activity?

In developing countries, even when individuals ac-
quire the skills, it does not increase entrepreneurial
activity the same way it does in developed coun-
tries, due to weak environment for starting a busi-
ness.?? A review of research and frameworks on
entrepreneurial eco-systems — e.g., Global Entre-
preneurship Index, GEM, and OECD, suggests six
dimensions of an enabling environment for entre-
preneurship (Figure 2).



https://publications.iadb.org/publications/english/document/Improving-Credit-Risk-Analysis-with-Psychometrics-in-Peru.pdf
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https://economics.mit.edu/files/14389
http://documents.worldbank.org/curated/en/614041467993512823/pdf/WPS7647.pdf
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FIGURE 2: ENTREPRENEURSHIP ECO-SYSTEM DIMENSIONS
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Do youth entrepreneurship programs
work in developing countries?

Youth entrepreneurship is not a panacea for all youth
employment ills, but is one of several components
of a broader jobs strategy. It is critical to know when
and for whom these programs have worked in order
to make informed decisions about when this policy
option will likely get the desired results.

Entrepreneurship education for secondary and
tertiary students positively affects entrepre-
neurial skills and intentions but it is not clear
if it translates into entrepreneurial activity or
income in the long-run. The few rigorous evalua-
tions in this area in developing countries suggest
that entrepreneurship education delivered at
the secondary/tertiary level influences entrepre-
neurial intentions, mindset and skills.? Whether
these translate to entrepreneurial outcomes in
the long-run is an open empirical question — in
Tunisia, entrepreneurship programs in universi-
ties increased entrepreneurial intention, mindset,
skills and self-employment rates in the short-run
but all impacts had faded 4 years later, with con-
straints on access to finance being a key reason.?*

Short-cycle business training shows mixed re-
sults but emphasizing entrepreneurial psychol-
ogy in these trainings has promise. Stand-alone
short-cycle business training positively affects
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business practices, but impacts on entrepre-
neurial performance is mixed. They are more
effective for youth and potential entrepreneurs
(especially when bundled with finance) and for
those with more education. Further, women
entrepreneurs tend to benefit the least from
stand-alone business trainings.?® There is some
emerging evidence that entrepreneurship train-
ing focusing on psychological aspects (e.g., per-
sonal initiative) is more effective than traditional
business training.?®

Multi-faceted programs are more effective.
Studies suggest that business training programs
can have a larger impact on entrepreneurial out-
comes of youth when combined with vocational
training, finance and/or mentoring/advice? —i.e.,
programs that cater to multiple constraints faced
by beneficiaries work better. Similarly, compre-
hensive models targeting very poor youth and
non-youth — e.g., graduation models — also do
well to improve livelihoods.?® Note that graduation
models make subsistence entrepreneurship more
viable, but do not spur growth entrepreneurs.

Business plan competitions show promise to
spur young growth entrepreneurs. These aim to
select potential growth entrepreneurs — youth
and non-youth — and offer winners a combina-
tion of training, mentoring, and funding. The
evidence base is still emerging, but a number of



studies across different countries in Latin Ameri-
ca and Africa show promising results in terms of
their impact on venture creation and survival, job
creation, and earnings/profitability. Youth who
win these competitions tend to be older, better
educated, and from wealthier backgrounds.?®

The how matters more than the what. There is
huge variation in the design and impact of entre-
preneurship programs within each program ty-
pology, suggesting design parameters are key to
effectiveness.®®

Considerable evidence gaps still remain. Ev-
idence gaps exist in our understanding of the
transmission mechanisms and optimal design
features, what works to enable young entrepre-
neurs (and start-ups) to grow, impact of soft-skills
training, long-term impacts, and cost-effective-
ness. Although emerging in popularity, there is
also an evidence gap around integrating youth
entrepreneurship in value chains, supporting their
market linkages, and social entrepreneurship.

What are some key areas to consider
when engaging in entrepreneurship
support for youth?

Begin developing entrepreneurial mindsets (the
art of entrepreneurship) early. Build creativi-
ty, cognition and socio-emotional skills for en-
trepreneurship (see UNICEF Transferable Skills
Framework) when children and adolescents are
in school. Similarly, entrepreneurship education
programs at secondary/tertiary levels will be
more beneficial in shaping entrepreneurial in-
tentions, mindsets and skills if they go beyond
technical aspects to emphasize experiential and
peer learning, entrepreneurial psychology, men-
toring, and positive role models. Entrepreneur-
ship education and training programs for young
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kinds of jobs they create, and how they respond
to policy incentives® — e.g., contrast the compet-
itive UNICEF Venture Fund, which is more like a
growth-oriented approach vs. UNICEF Youth-
LEAD project, which is closer to a livelihoods ap-
proach. Livelihoods-oriented (or micro-entrepre-
neurship) programs target disadvantaged young
people, and are often integrated with vocational
and soft skills training, and/or finance and coun-
seling services. Meanwhile, growth-oriented
approaches screen for high entrepreneurial po-
tential — consequently, recipients are older (and
at best “older” youth) and more educated — and
require very different eco-system support (e.g.,
pre-incubation, incubation, business advisory
services, venture capital and angel investors). It
is naive to think that the same policy/program in-
strument will serve both objectives.

Provide comprehensive — i.e., multi-faceted and
sequenced — package(s) of interventions that re-
spond to multiple constraints of target recipients
(e.g., skills, finance, family buy-in, gender roles),
and that smooth the transition to entrepreneur-
ship (e.g., mentoring, grants, entrepreneurial
networks). There is no magic bullet: design and
targeting are subject to program aims (growth
or livelihoods), beneficiary needs (e.g., male or
female), and local context (e.g., market demand).

Profile and screen beneficiaries for entrepre-
neurship programs. Entrepreneurship programs
are most effective when they target beneficia-
ries with entrepreneurial interests, drive and be-
haviors, and use participants’ profiles to match
them to relevant support interventions. This ap-
plies to livelihoods-oriented programs also that
target disadvantaged groups. To balance equi-
ty concerns, a staged approached to screening
beneficiaries is a viable option.
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https://youthagripreneurs.org/enable-taat/project-value-chains/
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