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For the OECD, Session 4 “Policy Making for Entrepreneurship: What do we already know?”, for the sessions of 26-27 October 2005 devoted to “Understanding Entrepreneurship: Issues and Numbers”

· Preliminary question: What are we talking about?

1. Entrepreneurship is not limited to enterprise creation. It is a form of behaviour that consists of someone taking the initiative for a project (a business, organisation, club) that he or she brings into being in a specific context. The project takes shape because it is aimed at meeting needs; it is carried out by a person who is able to marshal the resources necessary for the project to succeed (financial and human resources, organisation, strategy, etc.). We shall discuss later whether we wish to measure this type of behaviour and its prevalence within a specific population, or whether we want to limit ourselves to studying this type of behaviour when it is channelled into enterprise creation.

2. Entrepreneurship does not consist only of new enterprises being created or taken over by someone who is doing so for the first time. It also includes entrepreneurs who have already started up or taken over an enterprise several times and those whose behaviour is aimed at developing the organisation or the enterprise that they have created. Some people even argue that an entrepreneur who is content to manage things as they are is no longer engaging in entrepreneurial behaviour.

3. Many new enterprises are not started by genuine entrepreneurs. They are created in connection with a specific form of activity (for example, doctors and lawyers are often self‑employed), without any concern for developing an organisation; many of those starting up a new business only intend to create a job for themselves (in France, this is the case for more than half of existing enterprises and nearly two-thirds of start-ups). In these situations, the main consideration is the individual’s legal status. Lastly, many new enterprises are created because of administrative requirements (holding companies, occasional part‑time consultancy or instructional work, etc.) or in connection with activities intended for very short periods of time (15 % of enterprises created in France). To give some idea of the situation, only half of the new enterprises registered in 2002 were created by entrepreneurs starting up their first business (as their main source of income).

These different approaches show how important it is to have a common concept as a basis for international comparison.

· What do policy makers expect from us?

· First and foremost they expect figures, and in particular figures that show whether there is an increase in the number new enterprises registered; this also means that attention is focused on the number of would-be entrepreneurs.

· Next, to show whether there is an improvement in the survival rate of new enterprises. This is also a concept that must be defined much more accurately and the quality of the data used to measure it must be monitored closely.

· Lastly, to show whether there is an increase in the number of jobs created that can offset the known job reductions in large companies. Here again, we must verify what type of enterprises (new or not, by size and activities, in what economic conditions) are really creating jobs and how many. For example, observation in France over a ten-year period shows that there has been a large increase in the number of small construction firms at the expense of medium-sized and large companies, but also a sharp decline in the number of very small retailers while companies with more than 50 employees have grown. While these data are measurable, close attention must be paid to the quality of the measurement and the interpretation of the data.

Before saying more about possible indicators, let us take a brief look at who these new entrepreneurs are.

· Who are the new entrepreneurs?

According to the SINE 2002 survey of the Institut National de la Statistiques et des Etudes Economiques, new entrepreneurs have some characteristics that will be useful for our analysis.

Two-thirds of them come from an entrepreneurial family background. In this case, entrepreneurship is a phenomenon of replication. This means that a key element for increasing the number of entrepreneurs significantly will involve promoting the emergence of entrepreneurs who do not come from this kind of entrepreneurial background (this explains the major communication campaigns targeting the general public, such as the one carried out in the Nord-Pas-de-Calais region, and the initiatives aimed at informing, training and supporting students in the field of entrepreneurship surveyed by the APCE’s Centre for Monitoring Pedagogical Practices in Entrepreneurship).

However, half of entrepreneurs say that their main objective is to create their own job. This is confirmed by the very small size of the enterprises created (80 % have no employees when they start, and this is still the case for 56 % of the enterprises still in business three years later). Some 45 % of these entrepreneurs, according to their declarations, had start-up capital of 8 000 euros or less (including outside contributions). Their customers are often private individuals in their immediate neighbourhood. After five years, only 17 % of the surviving enterprises have a turnover of 300 000 euros or more, and for half of them it is less than 88 000 euros.
Observation of enterprise creation trends in the various regions shows that they are strongly correlated with population trends. If the population is declining, the number of new entrepreneurs diminishes and the converse is true. It should be pointed out that the presence of “tourism” is highly conducive to enterprise creation. Lastly, the most industrialised French regions are also those where the density of enterprise creation is lowest in relation to the number of inhabitants (by a factor of 1 to 3 between Northern and Southern France).

All this to say that the growth of enterprise creation is strongly affected by history, the economic positioning of very small enterprises on markets and by population factors. Increases and decreases tend to occur slowly, unless legislative or regulatory measures change the situation, as was the case in France in 2003 and 2004 (due to the combined effect of the allowances paid to unemployed persons who became entrepreneurs and the measures contained in the Dutreil Act, which caused a slowly deteriorating situation to rebound).

One of the difficulties of analysis is how to distinguish, among the large flows of enterprises created and the flow of people involved (self-employed and employees), the flow of the small number of enterprises that play the most important role in terms of employment and value added and that are run by businessmen who are fully committed entrepreneurs.

There is also a considerable turnover in the large flow, since more than one-third of enterprises will go out of business in the first three years, even though a small minority of the entrepreneurs involved will rapidly create a new enterprise.

However, at the end of the same initial three-year period, the flow of existing jobs in the surviving enterprises will be equal to the number of jobs in all new enterprises at the outset, despite the fact that more than a third of them will have disappeared.

Consequently, the flow of enterprises created is linked with the economic history and the values of a country and the form that these values take, and with the prevailing legislation. These various factors are essential to make a real comparative analysis rather than a mere juxtaposition of data, and to observe progress within a country on the basis of relevant indicators. Is not a comparison of countries with each other just as essential, if not more so? The greatest contribution of a comparison does not reside in the measurements themselves, but in the analysis that these measurements make possible, which can provide means of transferring methods across countries, taking into account the specific characteristics of each country.

· Barriers to entrepreneurship
Detecting entrepreneurship consists not only of measuring its impact and trends, but also of measuring barriers and whether they are regressing.

Four major types of barriers can be observed:
· Family environment, parents and relatives
Two-thirds of new entrepreneurs in France come from an environment where family members are already entrepreneurs or self-employed. Example therefore plays a key role.

However, when there is little knowledge of entrepreneurship or even hostility to it for ideological reasons within this family environment, it can be a powerful barrier, in particular with regard to the way children are oriented towards choosing a career. This barrier is often the result of serious misconceptions about entrepreneurship and what becoming an entrepreneur involves. The environment, and the media environment in particular, will therefore play a key role in enabling those promoting entrepreneurship to provide accurate information on what it involves (although large-scale media campaigns and events should not be used too frequently).

· The education system
The education system is, at least in France, another barrier in that overall emphasis is placed on knowledge of academic subjects rather than on personal skills and know-how. The education system as a whole does not give great importance to the organisation of projects and interdisciplinary techniques, analysis of experimental work, teamwork or contact with the economic world (which is often confined to how companies work and how to find a job); these are all factors that are conducive to the emergence of entrepreneurial behaviour.

Efforts are being made in this direction, but mainly by those who are actively promoting this approach, rather than by the system itself through a change in its conception of education (this of course does not mean that the education system should place emphasis solely on entrepreneurial behaviour).

· The economic history of regions
We have already mentioned this point. We should simply point out how difficult it is for very small entrepreneurs to find their place in a globalised free-market economy when most of them only have prior experience in an occupation that has little to do with issues of markets, strategies or alliances.

· Legislation, regulatory content and government attitudes to this issue
The flow and trend of new enterprises are not only the result of specific measures in support of entrepreneurship. A favourable context created by a government that is well informed about entrepreneurs and their real needs is just as important.

High social security contributions and taxes are often cited as being a major barrier. Why? For export development, goods must be priced so as to generate a profit. In this regard, taxes and social security contributions are key factors, which vary across countries. The costs of continuing in business are just as high for entrepreneurs who are located only on domestic markets because they often must compete with cheaper imported goods, but also because the high burden of taxes and social contributions are seen as being unfair (they must generate enough income to cover these costs, reducing their own profits correspondingly) and as discouraging initiative; this is particularly true of entrepreneurs whose previous professional experience was as a worker or employee. This also can lead to moonlighting (another form of entrepreneurship?), which is unfortunately difficult to measure.

Creating the means for measuring these barriers is therefore another way of measuring entrepreneurship.
· Indicators being used or that can be used (in France)

We shall only propose indicators that show disparities (between economic activities, geographical areas, different size categories of enterprises) that reflect differences that are thought to be caused by entrepreneurial behaviour.

· On enterprise creation
Naturally, we use the trend of the number of people who intend to start up new enterprises, the number of enterprises registered over time and the survival rate of enterprises (a complex indicator to use), but only provided that we can analyse why these trends are occurring; rather than merely collecting raw data, we prefer to compare them with other data in order to produce indicators such as:

· the density of new enterprises started up per 10 000 inhabitants,

· the renewal rate of the total stock of enterprises (number of new enterprises in relation to the existing stock),

· the share of employees in establishments and enterprises that are less than 5 years old in relation to all employees in the market sector.
Source: the INSEE’s SIRENE file covering all enterprises and establishments (including one-man businesses).

· On the positioning of very small enterprises (under 20 employees)

· The share of employees of small enterprises in major sectors of activity.

· The differentiation by activity between the smallest enterprises (0 to 2 employees) and other very small enterprises (3 to 20 employees), and a comparison of small enterprises with medium-sized and large enterprises.

Source: same as above and tax records 

· The development of entrepreneurship in existing enterprises
· The distribution of employees by size category of enterprises and its trend, with an analysis by major sectors of activity.

· The relationship by size category (and activity) between enterprises that are independent and those that are not (subsidiaries, belonging to groups).

· Entrepreneurs who start up a second enterprise (the flow of entrepreneurs who start up a new enterprise or simultaneously own several enterprises).

· The development of joint initiatives between very small enterprises and small enterprises (group purchasing, cooperatives, use of common brand name, etc.).

Source: the INSEE’s SIRENE file, UNEDIC file, the INSEE’s SINE file
· Entrepreneurship and education and research
· The number of chapters in secondary school textbooks devoted to entrepreneurship (status, methodology for starting up a business, learning how to develop a project, etc.), by type of education (technical or general); also, the emphasis given to this subject matter in teacher training institutes.

· The number of awareness-raising, training and support initiatives in the field of entrepreneurship carried out in the education system (including incubators within the academic community and entrepreneurship centres).

· The number of university chairs and teaching positions devoted to entrepreneurship.
· The number of research laboratories and research articles (in domestic and international reviews) and works published in this field.

· Initiatives by teachers to establish associations, hold conventions (“entrepreneurship academy”, national and international conventions).

Source: OPPE, researchers

· But also the enumeration and analysis of existing programmes to support new enterprises (advice, financing, innovation, etc.)
· Number and type of programmes, networks, local and national co-ordination.

· Impact and evaluation of these programmes and specific initiatives.

· Governmental and local measures to facilitate the development of entrepreneurship (impact and evaluation).

· Initiatives to make these programmes more professional (specific events such as enterprise creation forums, publications).

· Local government initiatives to raise the awareness and improve the organisation of local actors involved in enterprises creation (large cities and towns, regional and general councils).

Source: the INSEE’s SINE file, OSEO study, Salon des entrepreneurs, Assises de la création, CDC, network heads, Evaluation studies of Regional Councils, Ministries for SMEs, Research, APCE, etc.)

· What kind of international comparison?

· First of all, what common objective?

· Is the objective to produce an inventory that will also make it possible to compare countries and their specificities, or should it be to highlight a few major differences between countries?

· Is it an initiative that will continue over time and that will be enriched as new tools are developed in common?

· Should preference be given to a strict comparison (using the same indicators) or should priority be given to establishing a substantial inventory for each country and producing relevant indicators (meaningful and easily available), county by country, which would make it possible to monitor trends, knowing that in this field only the medium term is meaningful? No doubt the best choice is somewhere in between these two approaches, since figures are less important than the analysis that can be derived from them.

· Existing analysis, work and evaluations
Analysis, work and evaluations have already been carried out by the OECD, the European Commission (report on higher education, on mini‑enterprises, Eurostat survey on new entrepreneurs with several volunteer countries, annual report of the SME Observatory, annual survey of would-be entrepreneurs, etc.), not to forget the GEM report.

· Real difficulties in international comparison
Some of these difficulties are sufficiently familiar that there is no need to describe them in detail:

· the definition of common concepts; especially regarding the aspects to be observed: entrepreneurial behaviour or one of its specific outcomes, the flow of new enterprises; for new enterprises, what types of enterprises are to be emphasised (enterprises or establishments, owner-managed and employing staff, etc.), particularly in the light of the statistics available in different countries?

· the availability of data, knowing that this is a broad field and that we can also process data that is little used in this field (types of support programmes and their impact, data on barriers to entrepreneurship, the education system, etc.),

· differences between cultures and regulatory contexts; this is a key field, which is too often neglected and is crucial if comparisons are to be relevant.

To illustrate these difficulties, we shall confine ourselves to a single French example, the INSEE’s SINE survey of entrepreneurs conducted in 1994, 1998, 2002, and which will be carried out again soon in 2006; the analysis of the results of these surveys has generated further work because some of the results produced were surprising (for example, with regard to the financing of new enterprise creation, the guidance and support received by new entrepreneurs and students starting up a business). This new research showed the limitations of the survey itself, such as the fact that it underestimated the amount of initial capital and that entrepreneurs failed to report all the support received. The fact of the matter is that the survey is affected by the attitudes of respondents, who are not a homogeneous group of entrepreneurs, but are made up of sub‑groups with different attitudes, interpretations and approaches.

There is every reason to believe that these same difficulties will be encountered when comparing countries. To gather information on a given item, it is necessary, in the light of the country’s specific culture, to ask questions in the country’s own “language” (for example, the terms “entrepreneur” and “businessman” are perceived differently across countries). Consequently, it is only by making comparisons with other work that it becomes possible to grasp the real situation, especially since surveys (generally used for this type of comparison) are based on a very small number of respondents.

A similar analysis could be made regarding the media environment (whether or not it is favourable to entrepreneurship) and the regulatory context.

In other words, to make international comparison it seems essential:

· to produce a wide range of indicators,

· to have notes explaining contexts and the quality of the data collected.
· A proposal for some indicators to begin establishing a broad range of indicators
· The “media” environment or the importance of entrepreneurship in each country:

· identifying specialised journals and their quality,

· identifying articles in the mainstream press, television and radio,

· determining the quality and specificity of political discourse on this subject (whether it is of a general kind or shows that government is knowledgeable and involved).

· Analysis of the regulatory and legislative context: burden of social security contributions and taxes, regulations regarding professions, legal and tax status of new entrepreneurs, in particular with regard to employees.

· The position of independent enterprises and more specifically of very small enterprises and the trend of their position in the overall stock of enterprises (by size category and major sector of activity).

· Creation of new enterprises: raw data and trends, but also the density of enterprise creation per 10 000 inhabitants, rate of renewal of total stock, share of new enterprises (less than five years old) in the total stock of enterprises and employees.

· Development of enterprises, indicator of entrepreneurial behaviour: second-time entrepreneurs, partnerships between enterprises, typology of the development of employment and turnover.

· Education and research: number of university chairs, laboratories, articles and publications, educational initiatives devoted to entrepreneurship (including in secondary education) and importance in teacher training.

· Inventory and evaluation of systems to support enterprise creation (types of programmes, inter‑programme initiatives, initiatives to make them more professional, etc.) and measures (affecting a significant public) taken by national and local government.
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