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Management Summary / Key Results

The Global Entrepreneurship Monitor
(GEM) has been actively and consist-
ently measuring and evaluating lev-
els of entrepreneurial activity since
1999. During that time, over 120
economies have been involved in the
research and over three million indi-
viduals have been interviewed. The
GEM illustrates national differences
in entrepreneurial activity! between
economies, revealing the factors that
determine the nature and level of na-
tional entrepreneurial activity and
identifying policy implications.

In the 2020/21 census, 140’000 peo-
ple (ages 18-64) in 43 economies
took part in the survey. The School
of Management Fribourg (HEG-FR),
member of the University of Applied
Sciences and Arts Western Swit-
zerland (HES-SO0), collected data in
Switzerland: 2,008 interviews (tele-
phone and online) and 36 talks with
experts revealed entrepreneurial
attitudes, activities and aspirations
and identified the factors influenc-

ing the type and extent of their en-
trepreneurial activities.

In mid-March 2020, the Federal
Council declared an “extraordinary
situation” due to the increasing num-
ber of people in Switzerland suffer-
ing from the coronavirus. When the
lockdown was lifted in mid-June and
the borders were fully open again, all
publicly accessible places and busi-
nesses were required to have protec-
tive concepts in place. Large events
remained prohibited. The negative
consequences for the economy were
already being felt. During the period
of nationwide easing from mid-June
to mid-July 2020, the population and
expert surveys on entrepreneurial
behavior were conducted in Switzer-
land for the thirteenth time in a row
as part of the Global Entrepreneur-
ship Monitor (GEM; www.gemcon-
sortium.org). Among other things, the
survey examined the extent to which
the first Covid-19 wave and the shut-
down affected start-up behavior.

" Entrepreneurship isn't only about focusing on the start-up phase, but also about being seen as a mindset
in young, growing, mature companies, or companies going through change.



Impact of the Covid-19 Pandemic

As a research organization, the GEM
responded rapidly to the COVID-19
pandemic in March 2020 by including
new questions concerning barriers
and opportunities related to the pan-
demic, as well as about the effects of
the pandemic on household income.
The impact of the Spring/Summer
2020 shutdown on startup behavior
was noticeable in that founders were
less likely to identify business oppor-
tunities and less likely to implement
entrepreneurial ventures. This was
accompanied by an increased fear
of failure overall. In addition, existing
startups are pursuing less ambitious
growth targets compared with the
previous year.

However, it is also evident that the
crisis was perceived as an opportu-
nity. The start-up rate, the “lotal En-
trepreneurial Activity” (TEA), was only
slightly lower at 9.24% compared to
2019 (9.77%). The experts gave top
marks to entrepreneurs for adapt-

ability. Moreover, cooperation be-
tween new and growing companies
with established companies stands
out just as positively in an interna-
tional comparison?: the government
measures are rated as good in com-
parison with other countries, with the
latter scoring even better when fo-
cusing on individual aspects.

Opportunity recognition, i.e., the view
of whether the individuals surveyed
perceive a good business opportuni-
ty in their locality and could imple-
ment it in the next six months, de-
creased from 40.6% in 2019 to 26.7%
in 2020. This should be seen as all
the more dramatic, given that this
figure is typically between 35% and
just below 50%. Since 2011, Oppor-
tunity Recognition had never fallen
below 40%. This decrease is main-
ly due to the surveyed individuals in
German-speaking Switzerland. In the
French- and Italian-speaking parts
of the country, the change from the
previous year was not significant.

2 High Income economies: Austria, Canada, Chile, Croatia, Cyprus, Germany, Greece, Israel, Italy, Japan, Kuwait,
Latvia, Luxembourg, Netherlands, Norway, Oman, Panama, Poland, Puerto Rico, Qatar, Republic of Korea,
Saudi Arabia, Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Taiwan, United Arab Emirates,

United Kingdom, United States, Uruguay.
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Around one-third (33.5%) of those
who reported recognizing business
opportunities are prevented from ac-
tually implementing these opportu-
nities by the fear of failure. Although
the fear of failure fluctuates great-
ly from year to year, it was still at an
all-time low of 23.8% in the previous
year.

The entrepreneurial intentions of
Swiss inhabitants (7.3%) are lower
than in 2019 (10.7%), and undoubt-
edly below the average of high-in-
come economies (20.4%),contrasting
sharply with people in the Republic
of Korea, Israel or the Netherlands.
Compared to past years, we have
significantly fewer entrepreneurial
intentions among the well-educated
and middle- to high-income strata.
Perceptions and intentions are com-
bined, with the challenge being to see

entrepreneurship as a good career
choice. Only 49.3% view entrepre-
neurship as an interesting pathway
for one's professional future, com-
pared to 71.8% in Canada or 69.6%
in the UK. Combined with the higher
level of fear of failure than in 2019,
entrepreneurial behavior seems to
be negative. On the other hand, the
status of a successful entrepreneur
and media attention for entrepren-
ership is close to the average for high
Income economies.

Perception of capabilities is low-
er than in 2019 at 44.5%, but high-
er than in the previous years (2018:
36.3%; 2017: 42.1%). Switzerland’s
perception of capabilities is below
the European benchmark and clearly
behind the very strong belief of Amer-
icans in their own capacity to start a
business (64.0%).



Gender Equality: fewer differences
between men and women

than
Total
over-
male

A greater proportion of men
women typically engage in
Entrepreneurial Activity (TEA)
all. In 2018, the female to

Table 1: Gender differences regarding activity

entrepreneurship ratio was 5 to 10.
The gender gap has narrowed In
Switzerland in the last two year. In
2020, there are 9 women entrepre-
neurs forevery 10 male entrepreneurs.

% Adults Rank/50 % Female % Male
Total early-stage 9.2 25 8.7 9.8
Entrepreneurial Activity
Established Business 6.7 20 5.3 8.2
Ownership rate
Entrepreneurial 5.2 12 4.2 6.1
Employee Activity

The motivation profile is slightly dif-
ferent for female founders compared
to that of male founders. This is es-
pecially true in relation to the mo-
tivation “to earn a living”: 60.9% of

men involved in the early stages of an
entrepreneurial activity are motivat-
ed “to earn a living”. In contrast, only
41.9% of the women entrepreneurs
mentioned this motivation.

Table 2: Gender differences regarding motivation

% TEA % Female % Male
TEA TEA
To make a difference 42.5 442 41
To build great wealth/high income 32.5 29.9 34.7
To continue the family tradition 20.1 16.9 22.9
Toearn aliving 52.0 41.9 60.9
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The Effects of Entrepreneurial
Activity

Job growth expectations. High job
growth expectations are indicated
through an expected job creation of
6 or more new jobs in the next five
years. Young companies that have
already been founded have naturally
felt the effects of the Corona crisis.
In particular, the proportion of young
companies with fast and high growth
prospects has decreased drastically.
In the 2019 survey, one fifth of start-
ups (21.98%) whose companies were
no older than 42 months still expect-
ed to create more than 10 jobs and to
generate over 50% of turnover from
foreign countries within five years. In
the early summer of 2020, one out of
12 startups alone (i.e. 8%) assumes
that this would be the case.

In Switzerland, the percentage of
those involved in TEA who expect to
create 6 or more jobs in the next five
years amounts to 12.21%. Therefore,
Switzerland ranks second lastamong
the comparison countries, just be-
fore Austria (3.37%), but behind the
Netherlands (15.25%) and Spain
(13.62%), and well behind countries
such as the United States (30.50%)
and South Korea (37.39%), who ranks
first.

Informal investment. Investment by
friends, family, neighbor, etc., plays an
Importantrolein Switzerland.In 2020,
82 individuals from the APS report-
ed having provided funds in order to
support entrepreneurial projects. In
many cases, the investment amount
Is not disclosed. Across the last three
years, the GEM APS study counted
66 individuals who reported having
invested an average of 46’860 USD in
entrepreneurial projects. Switzerland
is one of the countries with the high-
estinformal investments, just behind
the United States (56’553 USD on av-
erage), and Luxembourg (49’542 USD
on average).
International  orientation.  Swiss
early-stage firms appear to have a
very strong international orientation.
Two-thirds of the newly founded start-
ups in Switzerland expect to generate
revenues from foreign customers and
thus belong to early internationaliz-
ing SMEs. Together with Switzerland,
the Netherlands (33.82%), Sweden
(34.82%) and Slovenia (41.2%) all
rank at the top of the list of robust ex-
port-oriented start-up nations.In gen-
eral, export-oriented entrepreneurs
are more prevalent in small econo-
mies, in particular, European ones.The
only exception is Canada (35.59%),



which reports a correspondingly high
export activity among start-ups due to
its proximity to the US.

Entrepreneurial Framework
Conditions

The National Entrepreneurship Con-
text Index (NECI), a measure of the
ease of starting and developing a
business, was derived from the 2020
GEM National Expert Survey (NES)
in which national experts are asked
to assess the national environment
for entrepreneurship in terms of 12
GEM-defined framework conditions.
Physical Infrastructure is universally
rated the most well-developed of the
framework conditions that support
entrepreneurship. Entrepreneurship
education at the school level is uni-
versally regarded as the weakest,
least developed condition.

This is testament to the investment
made by Swiss cities and cantons,
positive media coverage of entrepre-
neurship in the country, and an in-
crease in corporate entrepreneurship.
Manycompaniesareinvestingin start-
ups and this is making a difference.
We also have a high level of diversity
— culture, languages and disciplines,
etc. — and this has been an important
factor driving entrepreneurship.

The NECI consists of twelve frame-
work conditions selected from the
expert survey. For the compilation of
the index, the framework conditions
were weighted according to their
assigned importance, based on the
experts” judgements. The higher the
index value, the better the assess-
ment of the startup-related frame-
work conditions in the respective
country. The aim of the NECI is to
inform interested supporters and
stakeholders at a glance about the
overall picture of the environment
and framework conditions of Switzer-
land as a location for start-ups.

13
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Figure 1: Expert ratings of the entrepreneurial framework conditions in Switzerland

= S\yitzerland 6.1 (10/45)

Physical
infrastructure
7.6 (7/45)

Ease of entry:
market burdens
and regulations

5.2 (11/45)

Ease of ent
market dynamics
3.7 (43/45)

Commercial and professional
infrastructure
6.6 (3/45)

Research and

Access to
entrepreneurial finance
Social and 5.7 (5/45) Government policy:
GEM cultural norms support and relevance

4.8 (16/45)

Government policy:
taxes and bureaucracy
5.6 (8/45)

Government
entrepreneurship
programs

5.8 (12/45)

Entrepreneurial education
at school
3.1 (18/45)

Entrepreneurial education
post-school
5.2 (15/45)

development transfer
5.5 (6/45)

EFCs scale:

O = very inadequate
insufficient status, 10 =
very adequate sufficient
status. Rank out of 45
recorded in brackets

The overall entrepreneurial frame-
work conditions in Switzerland are
high compared to other high-income
economies included in the study.
Switzerland achieves outstanding
results in finance, commercial in-
frastructure, tertiary education, and

knowledge and technology transfer,
as well as in government programs.
However, although the experts see the
entrepreneurial framework conditions
in a fairly positive light, several points
for improvement are mentioned in the
report.



1 Recommendations for Policy and

Practice

Over the last years, and particularly
after the global financial crisis, the re-
alization that people could no longer
depend on large organizations or gov-
ernment as job creators is especial-
ly important for Switzerland with its
SME dominance. We are convinced
that this trend will follow due to the
impacts of COVID-19 in the future. Glo-
balization, technological advances,
and the digital economy have also had
a radical effect on the world of work.
The traditional career path of a stable
job with steady hours, a regular pay-
check and a solid pension — a job for
life — is no longer an option for many
people. New organizational concepts
and career perspectives of young tal-
ents are influencing the entrepre-
neurial ecosystem. Furthermore, the
impacts of COVID-19 will be observed
over the next few months and the en-
trepreneurial ecosystem is to be fos-
tered in rural and semi-rural areas by
integrating, decentralizing and coor-
dinating efforts, and by regarding the
SMEs as the back-bone for policies.

SMEs, family tradition, and succes-
sion as the new venture creation.
Digitalization, entrepreneurial be-
havior in large organizations and

public institutions play a major role,
supported by an entrepreneurial eco-
system with start-ups and dynamic
SMEs. The number of career transi-
tions experienced by individuals is
already on the increase, and tech-
nology is disrupting the traditional
patterns in many industries. While
the changing world environment pre-
sents challenges of varying natures
and magnitudes, itis clearthatitalso
presents opportunities — in particu-
lar, for innovative and dynamic entre-
preneurs.

Women entrepreneurship. The sup-
port of entrepreneurial activities in
Switzerland rests strongly on the
support of technology-based (often
also high-tech) start-ups and pro-
jects. The probability of having wom-
en entrepreneurs in these sectors is
obviously lower, and it is quite normal
that women entrepreneurial projects
receive less support. The entrepre-
neurial ecosystem in Switzerland has
had an impressive development in
the last years. The added value to an
entrepreneurial ecosystem of wom-
en entrepreneurs, with their higher
motivation to make a difference in
the world, is shown in the new report.

15
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Thus, if purpose-driven activities in,
e.g. the health or social sector, the
special support of a circular economy
project, or even the fashion industry,
could lend support to women entre-
preneurs for the future. The impact
of the entrepreneurial activity should
be at the center!

Informal investment, pension funds
and business angels. Informal in-
vestments and investments of family
offices are an important factor in the
financial entrepreneurial ecosystem
in Switzerland and are an ad-on to
the pension funds investing in pri-
vate equity and venture capital. The
focus of their investment should be
to allow and enhance their interna-
tionalization for the growing stage
of the company in order to create a
greater impact for the local econo-
my and society. Switzerland has the
technological potential and the fi-
nancial resources to finance prom-
ising projects. Pension funds have
accumulated around CHF 100 billion
in investable capital. Promoting ven-
ture capital from pension funds with
a professional VC system would be an
Important step.

Several initiatives should be fostered
to enhance the entrepreneurial eco-

system in Switzerland in order to
have more high ambition start-ups
and growing SMEs. The government
has to focus on high-growth entre-
preneurs in order to build a gener-
ation of robust, engaged entrepre-
neurs. Innovation-based businesses
and Gazelles still create the majority
of net new jobs in an economy. Gov-
ernment should create special dis-
pensation for these two categories of
enterprise, for example, by providing
special funding vehicles and funding
for business development services.

Strengthening SME succession as
a start-up option in family busi-
nesses. In principle, stronger SME
networking within the start-up
world is essential. It creates per-
sonal relationships and new net-
works over a longer period of time
and entrepreneurs can fall back on
these in a handover situation. In the
case of family businesses, digitiza-
tion is currently a core issue with a
great need for action in the context
of business succession. Many com-
panies have not yet taken full advan-
tage of the opportunities offered by
digitization (Since the next genera-
tion is regarded to be ,digitally sav-
vy“, development processes are also
expected here in the next few years.)



Serial entrepreneurs, failure and re-
silience. In fact, the feeling is that if
you never experience failure, you are
not being innovative enough. In order
to spur entrepreneurial activity, cor-
porates, investors, and government
also need to be disruptive and adopt
a new approach to investing in and
funding new businesses. They need
to back entrepreneurs and encour-
age them to experiment, even if they
fail the first time. The Swiss ecosys-
tem should accept that there is a high
chance that a first venture will fail
but recognize that this is a necessary
part of the entrepreneurial journey.

Go out of the classroom. GEM re-
search has confirmed a positive link
between training in starting a busi-
ness and entrepreneurial behavior,
whichisnotalwaysvisible inthe short
run. Practical and interactive busi-
ness and entrepreneurship training
programs at secondary school are
an important factor in encouraging
effective youth entrepreneurship. A
lifecycle-based approach of Entre-
preneurship should be the backbone
of support programs. Understanding
the specific needs along startup de-
velopment, growth and change is key.

Education in entrepreneurship at
school level should equip learners
with key business skills. It is imper-
ative, however, that teachers in these
courses are well trained. Schools
also need to actively promote entre-
preneurship as a career path — invit-
ing successful young entrepreneurs
to participate in the educational pro-
gram. Internships, especially inside
start-ups and SMEs, should be pro-
vided for young adults interested in
entrepreneurship. A culture of expe-
riential learning provides young peo-
ple with the opportunity to learn from
the professional world while still stu-
dents.

17
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2 Entrepreneurial Attitudes and

Perception

This section examines the rate of
individual participation in the vari-
ous phases of entrepreneurship for
Switzerland as compared with other
high-income economies. We discuss
potential entrepreneurs, individuals
with the intention of starting busi-
nesses, people starting and running
new businesses (early-stage entre-
preneurs), established businesses,
and those after the discontinuation
of businesses.

The GEM data collection for Switzer-
land yields entrepreneurial profiles
along three important dimensions.
Entrepreneurial attitudes, percep-
tions, and intentions reflect the de-
gree to which individuals tend to
appreciate entrepreneurship, both
in terms of general attitudes and
self-perceptions: how many individ-
uals recognize business opportuni-
ties? How many believe they have the
skills and knowledge to exploit such
opportunities, and how many would
be prevented from exploiting such
opportunities due to fear of failure?
Entrepreneurial activity measures
the observed involvement in several
phases of entrepreneurial activity. It

also tracks the degree to which en-
trepreneurial activities are driven by
opportunity and/or necessity. More-
over, estimations of discontinuations
of entrepreneurial activity (and the
reasons for doing so) are based on
the GEM Adult Population Surveys.
Finally, entrepreneurial aspirations
are of key importance in addressing
the socio-economic impact of entre-
preneurial behavior. Of particular in-
terest are those entrepreneurs who
expect to create jobs, to be involved
In international trade, and/or to con-
tribute to society by offering new
products and services.

21 Entrepreneurial Attitudes

Fostering entrepreneurial awareness
and positive attitudes toward entre-
preneurship is high on Switzerland’s
policy agenda. The idea is that evolv-
ing attitudes and perceptions to-
ward entrepreneurship could affect
those individuals wishing to venture
into entrepreneurship. However, the
key factor that determines whether
someone will progress to entrepre-
neurship is not the perception of op-
portunities for start-ups or of (match-
ing) personal capabilities: context



also plays a role. Factors, such as the
availability of (good) job alternatives
in an economy, can make a differ-
ence for those who perceive market
opportunities and have confidence
in their own entrepreneurial capabil-
ities. These factors can also help to
determine whether individuals en-
gage in independent entrepreneurial
activity or not. So, while in some soci-
eties, positive attitudes and percep-
tions toward entrepreneurship may
be instrumental in achieving new
(high value) entrepreneurial activi-
ties, in many others they are certainly
not, on their own, sufficient reason
for people to choose to engage in en-
trepreneurial activity. For example,
there may be other excellent options
available to individuals. Bearing this
in mind, we can see in Table 3 how, in
terms of entrepreneurial perceptions
and attitudes, Switzerland compares
to other high-income economies in
general and to the comparison group
in particular.

Table 3 reflects the percentage of in-
dividuals who believe there are op-
portunities to start a business in the
area they live. Perceived capabilities
reflect the percentages of individuals
who believe they have the required
skills and knowledge to start a new
business. The measure of fear of fail-

ure (when it comes to starting your
own business) applies only to those
individuals who want to start a busi-
ness. Entrepreneurial intentions are
defined by the percentage of individ-
uals who expect to start a business
within the next three years (those
who are currently already entrepre-
neurially active are excluded from
this calculation). For all four meas-
ures, cultural differences and busi-
ness-cycle patterns are an important
explanation for the differences in
perceptions across countries.

19



Table 3: Percentage of people with specific entrepreneurial perceptions, intentions and
societal attitudes in selected high-income economies, 2020

Selected £ 2 g 7 : .

High Income 5 2 x T £S5 3 c £
s & & £ &5 se 2%

Economies S 3 = ] 35 23 53
2 2 2 2 55 B8 ®eo
3 B 5 g sS ©g§8 <=§
O © 3 = 53 o 5 ER=
& & i 0 o S T & > 5

Austria 31.2 53.3 36.8 4. 44.5 79.8 70.0

Canada 491 56.6  52.0 11 71.8 813 770

Germany 36.0 476  31.0 10.8 549  81.8 537

Israel 25.0 377 450 19.8 60.7 83.7 531

Italy 62.2 60.8 284 4.5

Netherlands 48.8  43.6  38.3 131

Norway 570 41.6 274 5.6

Republic of Korea 44.6  53.0 13.9 25.9 56.6 877 70.6

Slovenia 42.0 59.4  43.8 12.0 68.7 851 813

Spain 16.5 519 53.6 6.8 56.7 61.1 50.2

Sweden 62.5 52 42.8 8.3

Switzerland

United Kingdom  27.3 545  48.3 8.2 69.6 771 69.2

USA 48.6 640 @ 41.2 12.6 70.3 783 718

Average

(High Income 46.6 57.2 42.4 20.4 64.7 74.5 679

Economies)

* fear of failure assessed among those seeing opportunities.

** Respondent expects to start a business within three years;
acurrently not involved in entrepreneurial activity.

[ ] 20 00



In the 2020 census, the perceived
opportunities
startabusiness are, with 26.7%, at a
lower level compared to the average
for high income economies (46.6%).
This is also true for 2019 (40.7%).
Sweden, Italy, Norway, Canada, the
United States, and the Netherlands
remain at the top when it comes to
available opportunities.

in  Switzerland to

Switzerland shows a lower percep-
tion of capabilities (44.5%) in 2020
than in 2019 (49.2%) but still higher
compared to 2018 (36.3%) and 2017
(42.1%). Switzerland’s perception of
capabilities is under the average of
high-income economies, and clear-
ly behind the very strong belief of
Americans in their own capacity to
start a business (64.0%). The same
is true of people in Italy, Slovenia,
Canada, the Korean Republic, and
Austria.

The 33.5% fear of failure in Swit-
zerland (2019: 23.9%) is lower than
the average when comparing high
income economies (42.4%). The im-
pact of fear of failure tends to be
more common in developed econo-
mies, where the greater prevalence

of alternative career options can
create the impression that people
have more to lose by foregoing these
other opportunities. However, the
impact of the experience of fear on
individual cognition and behavior
can be beneficial as well as detri-
mental. Despite this dualistic nature,
fear is negatively regarded, i.e.,as a
barrier to entrepreneurial behavior.
Thus, low fear of failure is not always
directly linked to the creation of new
ventures (Cacciotti & Hayton, 2015).

The entrepreneurial intentions of
Swiss inhabitants are lower (7.3%)
thanin2019(10.7%)and onthe same
level as in 2018 (6.9%) but clearly
under the average for high-income
economies (20.4%). Most remark-
able are the differences between
Switzerland, the Korean Republic
and Israel.

In the low- and middle-income econ-
omies, two-thirds of adults, on aver-
age, thinkentrepreneurshipis agood
career choice. The number of people
to see entrepreneurship as a good
career choice in Switzerland (49.3%)
decreased last year. Itis onthe same
level as in 2018 and 2017 and is un-
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der the average of high-income econ-
omies (64.7%). Compared to 71.8%in
Canada, 70.3% in the United States,
69.6% in the UK, 68.7% in Slovenia
and 60.7% in Israel, it seems that an
entrepreneurial career is less attrac-
tive in Switzerland.

The high status of successful en-
trepreneurs (71.9%) is only slightly
down, as is media attention for en-
trepreneurship on the average for
high-income economies. Reports of
entrepreneurs in the media are in-
creasingly more important in Nor-
way, the US, Canada, Sweden, the
UK, Austria and the Republic of
Korea than in Switzerland.

2.2 Self-perception and
entrepreneurial talent
One important determinant of

whether or not to start a business,
and a significant influence on the
success and longevity of that busi-
ness, may be whether and to what
extentindividuals see themselves as
potential entrepreneurs. The ques-
tion is if the person has the knowl-
edge, skills and experience to start a
new business, and whether they see
good opportunities but would not
start a business for fear it might fail,
with results shown in Figure 2 and
Figure 3.

Figure 2: You personally have the knowledge, skills and experience to start a new business

(% adults)

70.0 0
59.4 608
60.0 519 52.1 53.0 533 54.5 556
50.0 16 436 445 47.6
40.0 37.7
30.0
20.0
10.0
0.0
s & o NG s
&E L (\ \'b° 'z> Q Qbe o &8 6 e & Y
& W >
N S 0 xZ
> ™
ng‘? S




The proportion of adults who agree
that they see good opportunities,
but would not start a business for
fear that it might fail, is by far the
lowest in the Republic of Korea at
13.9% (2019: 71%), while the next
lowest percentages are in three Eu-
ropean countries: Norway (27.4%),
ltaly (28.4%) and Germany (31.0%).

One third of the people in Switzer-
land would not start a business be-
cause of fear of failure 33.5% (2019:
23.9%): that is on higher level than
the years before. However, more
than half of those who see good op-
portunities to start a business in
Spain and Canada would not do so

because of fear of failure.

Figure 3: There are good opportunities, but would not start a business for fear of failure

(% adults)
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Entrepreneurship can be defined as
the process undertaken by individuals
who identify, evaluate and exploit new,
entrepreneurial opportunities. As sug-
gested by Shane and Venkataraman
(2000), this process-oriented view of
entrepreneurship as a research area

contains the following sub-areas: the
search for the origin of entrepreneurial
opportunities, the process of the dis-
covery, evaluation and exploitation of
opportunities, and the individuals that
discover, evaluate and exploit opportu-

nities.
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3 Why Do People Start or Run a Business?

There are as many reasons for start-
ing a business as there are people
willing to start them. These can in-
clude striving to make a difference,
seeking higher income and wealth,
the desire for independence and
autonomy, continuing a family tradi-
tion, or simply the lack of alternative
job options. These reasons matter
and illustrate the overall socio-eco-
nomic conditions in which individu-
als operate, for example, if there is
a strong desire for independence or
if jobs are seen as scarce. Similarly,
the expectations and aspirations of
those starting a business are im-
portant, including how many people
they expect to employ, the anticipat-
ed scope of the customer base (e.g.
the local area, the rest of the country,
abroad), the proportion of revenue
expected from international sales
and, finally, the novelty of the busi-
ness’s products or services and the
technology and processes it uses.
Those actively engaged in starting

or running a business were asked
to assess the following questions®:
To make a difference in the world, to
build great wealth or a very high in-
come, to continue a family tradition,
and to earn a living because jobs are
scarce.

The proportion of those engaged in
TEA who agree with the motive “To
make a difference in the world” is
highly variable. There is substan-
tial variation in motivations across
economies, sometimes between
neighbors, and some commonali-
ties between vastly different econo-
mies. For example, consider Canada
compared to Italy and the Republic
of Korea. In the Republic of Korea
just one in 10 entrepreneurs agree
they started the business to make
a difference, compared to two out of
three in Canada. Switzerland’s re-
sults are at the same level as in Ger-
many or Sweden and near the aver-
age for high-income economies.

3 Autonomy and independence were not included as a motive, because pre-testing showed that this was a
universal motivation common to virtually all early-stage entrepreneurs.



Table 4: Motivation in selected high-income

countries, 2020
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Austria 39.0% 33.4% 211% 49.3%
Canada 66.5% 64.2% 39.5% 66.1%
Germany 39.8% 52.2% 62.0% 45.1%
Israel 35.6% 71.2% 17.5% 53.6%
ltaly 26.6% 95.3% 26.5% 82.2%
Netherlands 46.6% 40.9% 24.6% 47.8%
Norway 36.7% 30.1% 11.8% 23.1%
Republic of Korea  10.0% 68.6% 5.0% 32.9%
Slovenia 44.6% 39.7% 21.6% 72.2%
Spain 32.3% 34.9% 17.4% 72.3%
Sweden 41.5% 42.8% 24.2% 28.9%
Switzerland ;
United Kingdom 57.6% 59.4% 20.7% 54.4%
USA 68.2% 66.0% 28.6% 50.2%
Average
(High Income 42.8% 56.4% 28.8% 61.6%
Economies)

“To build great wealth or a very high
income” is still a very common mo-
tivation, agreed with by more than
nine out of 10 of those starting or
running a new business in Italy, but
by three in 10 in Norway. In Switzer-
land (32.5 %) this motive is clearly
under average of the high-income
economies (56.4%).

Responses to the motive “To continue
a family tradition” also vary consid-
erably, with the proportion of entre-
preneurs agreeing with this motive at
less than one in 10 in the Republic of
Korea, and only 20.1% (2019: 171%)
in Switzerland. This motive has the
highest share in TEA in three econo-
mies: Germany, Canada and the USA.
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The motive, “To earn a living because
jobs are scarce”, is important for
those engaged in TEA in ltaly, fol-
lowed by Spain and Slovenia. In Nor-

way and Sweden, this motive is less
important compared to the results
in Switzerland:for 5 of 10 people this
motive is vital.

Figure 4: Motivation in Switzerland, Germany, Israel and Italy
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4  Entrepreneurial Activities

GEM conceptualizes entrepreneur-
ship as a continuous process that
includes nascent entrepreneurs in-
volved in setting up a business, en-
trepreneurs who own and manage
a new business, and entrepreneurs
who own and manage an established
business. In addition, GEM assesses
the rate and nature of business dis-
continuations. As a result, indicators
for several phases of the entrepre-
neurial process are available.

Table 5 illustrates the entrepreneur-
lal activity by phases of the organi-
zational lifecycle, on the one hand
(nascent, newly established and dis-
continued), and on the other hand,
by sectors of entrepreneurial activ-
ities (early-stage entrepreneurial
activity, entrepreneurial employee
activity, established business own-

ership). In this section, we elaborate
on these phases of entrepreneurial
activity. The most attention is paid
to the situation in Switzerland, its
development over the last years and
the comparison with high-income
economies.

Table 5 shows a low rate of discon-
tinuation of businesses (1.2%) in
Switzerland and an established
business ownership rate (6.7%) on
the average of high-income econo-
mies. Furthermore, entrepreneurial
employee activity is above average.
Thus, we are quite positive about the
situationinthe more mature stage of
the entrepreneurial process in Swit-
zerland. However, what is the setting
regarding early entrepreneurial ac-
tivity in Switzerland?



Table 5: Percentages of entrepreneurial activity in selected high-income economies, 2020
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Austria 6.2 5.4 7.8 2.
Canada 15.6 5.3 7.3 5.6
Germany 4.8 6.4 6.2 1.4
Israel 8.5 6.1 4.2 3.0
ltaly 1.9 0.7 2.2 0.3
Netherlands 11.5 1.7 7.0 3.5
Norway 7.6 5.8 4. 1.3
Republic of Korea  13.0 1.5 16.1 2.4
Slovenia 6.0 5.2 7.0 1.1
Spain 5.2 0.8 6.7 1.0
Sweden 7.3 6.2 6.0 2.3
Switzerland 9.2 5.2 6.7 1.2
United Kingdom 7.8 5.4 6.5 2.3
USA 15.4 4.8 9.9 4.4
Average
(High Income 121 3.7 6.9 3.6
Economies)
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41 Total Early-Stage

Entrepreneurial Activity (TEA)
The Total Early-Stage Entrepreneur-
ial Activity (TEA) rate is defined as
the prevalence rate of individuals in
the working-age population who are
actively involved in business start-
ups, either in the phase in advance
of the birth of the firm (nascent en-
trepreneurs), or the phase spanning
42 months after the birth of the firm
(owner-managers of new firms). As
such, GEM takes the payment of any
wages for more than three months
as the “birth event” of the firm.

Table 5 presents the TEA rates for
high-income economies. The 95%
confidence intervals help to inter-
pret the differences between coun-
tries. Although the Swiss TEA rate
tends to be higher than in European
countries such as Austria, Italy or
Germany, only the Netherlands’'s TEA
rate is higher than in Switzerland
with regard to adopting a 95% cer-
tainty. Among the comparison group,
Canada (15.6%), the United States
(15.4%) and the Republic of Korea
(18.0%) differ considerably. After
the 2010 cycle, which was strongly
influenced by the aftermath of the

financial crisis, many Swiss entre-
preneurship activity indicators for
2011 and 2012 turned upward again,
with the total entrepreneurial activ-
ity (TEA) being one of them. After the
all-time low of a Swiss TEA rate of
only 5% in 2010, the most important
indicator for entrepreneurial activi-
ty has once more reached a normal
level (9.2%) but is below average
for high-income economies (12.1%).
Eventhe Covid-pandemicinfluenced
the TEA-rate in a drastic way.

4.2 Established Business
Ownership

While it is important to have ear-
ly-stage entrepreneurs generate dy-
namism in an economy, established
businesses and their owner-manag-
ers ensure an important degree of
stability for the private sector. Own-
er-managers in established firms
provide stable employment,canavail
themselves of the knowledge accu-
mulated in past experiences and, as
such, may contribute greatly to their
societies — even if they are small or
solo entrepreneurs. A healthy set of
business owners provide some indi-
cation of the sustainability of entre-
preneurship in a society.



Figure 5: TEA rates and established business rates from 2009-2020 in Switzerland
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The Swiss rate for established busi-
ness (6.7%) decreased compared
to the last few years (Figure 5), with
Switzerland losing its unique posi-

tion within the comparison group.
Countries like Austria, Slovenia, and
Spain increased their established
business rate.
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4.3 Industry Sector Participation
Alookintotheindustry profile across
the individual economies illustrates
the diversity of entrepreneurship

around the world. The emphasis on
knowledge and service-based in-
dustries in Europe and North Ameri-
ca is obvious.

Table 6: Sector distribution of new entrepreneurial activity in selected high-income

economies, 2020 (% of TEA)
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Austria 36.6 48.6 4.7 10.1
Canada 20.4 52.5 2.8 18.3
Germany 29.8 55.4 1.7 13.1
Israel 34.3 47.2 1.2 17.3
Italy 23.4 39.4 21.7 15.5
Netherlands 41.2 45.8 1.5 11.5
Norway 41.8 36.6 5.3 16.3
Republic of Korea  19.7 60.6 1.9 17.8
Slovenia 22.7 40.5 5.9 31.0
Spain 30.8 46.5 5.1 17.6
Sweden 34.4 39.8 12.2 13.6
Switzerland 33.6 42.6 1.6 22.2
United Kingdom 26.4 49.2 1.3 23.2
USA 34.3 42.9 3.1 19.7
Average
(High Income 25.6 49.4 4.2 20.7
Economies)



In Switzerland and the high income
economies, three of four early entre-
preneurial projects are in the con-
sumer services and business servies.
Consumer services* are the most im-
portant sector in high-income econo-
mies (49.4%),and 42.6% of the TEAare
based on this sector in Switzerland. In
the Republic of Korea, Germany and
Canada, more than half of the new
venture projects are consumer ser-
vice based. Naturally, business ser-
vices® (33.6%) are important in Swit-
zerland, and more important than the
average for high income economies. In
third position in Switzerland are new
ventures in the transforming sector®
(22.2 %), where only Slovenia and UK
have a higher percentage.

4.4 Discontinuance

As new businesses emerge, others
close. Individuals selling or closing
their businesses may once again ben-
efit their societies by re-entering the
entrepreneurship process. Recogniz-
ing the importance of this measure,
GEM tracks the number of individuals
who have discontinued a business in
the last 12 months. Along with TEA
and established businesses, discon-
tinuance may be considered a com-
ponent of entrepreneurial dynamism
in an economy. GEM Survey respond-
ents who had discontinued a business
in the previous 12 months were asked
to give the main reason for doing so.
First of all, it must be highlighted that
in Switzerland the percentage rate of

4 Customer service refers to hospitality, retail and wholesale services, personal services, education services,

health and social services or leisure and hospitality.

® Business services cover from technical services, such as engineering, architecture and IT, to other professional
services, such as legal services, employment services and facility management.

5 The transformation sector comprises the conversion of primary forms of energy to secondary and further
transformation (e.g. coking coal to coke, crude oil to petroleum products, and heavy fuel oil to electricity).
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people who abandon their business is
one of the lowest (1.2%) compared to
their peers of high-income economies.

The results regarding Switzerland are
special with regard to several points:
Bureaucracy is not a reason to stop
the business in Switzerland. 7.2% in-
vested their time in another business
opportunity, 9.3% stopped the activ-
ity due to retirement and 4.5% sold
the business. These ‘positive’ reasons
for discontinuing businesses explain

one quarter of all discontinuations in
Switzerland (Figure 6). A half of the
discountinunance of business is due
to an unprofitable situation (24.7%)
and the impact of the Covid-19 pan-
demic. 27.2% of projects have been
stopped. In other European countries,
the percentage was lower. Only in the
US and UK, did the Covid-19 pandem-
ic have a more negative impact. Per-
sonal reasons (8.1%), incident (4.2%),
and financial problems (14.9%) cover
the other reasons for discontinuing.

Figure 6: Reasons for discontinuing a business in selected high-income economies, 2020
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5 Diversity and Entrepreneurship

In this chapter, we explore diversity
among Swiss entrepreneurs in terms
of the key demographics of gender
and age, and examine the gender gap
in attitudes and perceptions towards
entrepreneurship. We then compare
these means to the global data in gen-
eral, and with our set of comparison
countries in particular.

Entrepreneurship can be considered
an individual act taking place in a so-
cial setting. As stated in the global re-
port on entrepreneurship, the image of
the (male) entrepreneur working alone
is a poor representation of modern en-
trepreneurial practice (Bosma et al.,
2021).Inthe same vein,itwould also be
wrong to believe that all Swiss entre-
preneurs are young graduates working
on innovative and new-to-the-world
business ideas, ready to conquer glob-
al markets.

Switzerland has an ageing population
with a balanced gender ratio of 98 men
to 100 women (Swiss Statistical Office,
2021a). Slightly more than half of the
Swiss population, namely 53.6%, is al-
ready more than 40 years old. In half of
the 26 Swiss cantons, the share of re-
tired individuals older than 65 is larg-
er than the share of individuals below
the age of 20 (Swiss Statistical Office,

2021b). While conducting the GEM
adult population survey (APS), we take
these data into account and stratify
our sample by age group and gender,
subdivided proportionally into the dif-
ferent Swiss language regions.

Considering the demographics, it is
thus not surprising that older popu-
lation groups are also more strongly
represented in the TEA. Half of the TEA
(49.55%) is composed of individuals
older than 45 years. By taking the 35-
44 age group intoaccount,almostthree
out of four entrepreneurs (73.46%) be-
long to that group. In Table 7 below, we
indicate the share of early-stage entre-
preneurs for each age-group.

In terms of senior-entrepreneurship
(55-65 years), Switzerland ranks the
second highest, just behind South Ko-
rea. Between the ages of 35 and 54,
we have a share of 10.1% (for the 35-
44 year olds) and 11.5% (in the 45-54
group) that are involved in early-stage
entrepreneurial activities. Young en-
trepreneurs below the age of 25 are
rather scarce. These age groups seem
to be much more entrepreneurial in
North America, Sweden and the Neth-
erlands. Finally, this trend is also re-
flected among established business-
es. 10.5% belonging to the 45-54 age
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group and 8.7% belonging to the 55-
64 age group own and manage a busi-
ness that has paid wages or salaries
for more than 42 months. These two
age groups make up more than half of
the population of established-busi-
ness owners (EBO) in Switzerland:
63.71% of the total sample of own-
er-managers of established business-
es are older than 45 years old. Young
adults as EBOs are more common in
North America but can also be found
in some selected European countries.
In the United States, more than three
out of 100 individuals below the age
of 25 are established-business own-
ers. In Canada, this figure amounts to
even more than five per 100 individ-

Table 7: Age groups involved in TEA and EBO

uals below 25. These figures are ex-
ceeded only by Austria, which showed
a remarkably high rate of 7.21 EBO in
the 18-24 age group. In Switzerland,
most established-business owners
are inthe 45-54 age group, followed by
senior entrepreneurs above 55 years.
Similar to Germany, Norway, Israel and
the United Kingdom, only one per 100
individuals is below 25 as an estab-
lished business owner. As in previous
years, Italy brings up the rear in terms
of entrepreneurial behavior among
both TEA and EBO. Together with Slo-
venia, they count only 3% of the pop-
ulation below 25 who are involved in
TEA and none in EBO (see Table 7 be-
low).

Country % involved in TEA % involved in EB

18-24 25-34 35-44 45-54 55-64  18-24 25-34 35-44 45-54 55-64
Austria 6.86 995 6.85 504 275 7.21 701 9.89 8.23 6.36
Canada 22.43 21.83 18.01 10.67 812 515 6.84 56 9.52 8.26
Germany 6.79 6.52 559 420 2.37 0.81 405 529 723 10.07
Israel 6.39 965 10.27 957 503 159 211 563 490 7.21
Italy 359 151 328 109 1.00 0.00 053 143 392 3.58
Netherlands  11.41 16.48 11.35 1016 8.41 378 6.08 834 8.48 06.94
Norway 810 802 713 767 739 068 243 285 768 570
Slovenia 3.23 1174 836 3.63 224 0.00 6.76 10.61 8.85 4.68
South Korea 710 12.44 16.36 12.99 13.53 0.40 567 1313 2553 25.97
Spain 452 498 625 527 433 290 166 597 853 11.93
Sweden 10.04 984 571 574 579 3.93 381 5b5bH9 705 952
Switzerland 6.01 791 1011 11.54 8.96 113 3.08 748 1051 873
UK 973 1258 799 645 268 177 14 825 93 10.29
USA 156.05 1853 19.39 1516 815 3.36  4.68 13.00 14.23 12.58




From a global perspective, thereisno
gender equality in entrepreneurship.
The general rate of women entre-
preneurs amounts to 10.2%, i.e., ap-
proximately three-quarters of that
seen formen,whereas 6.2% own and
manage an established business,
about two thirds of the rate for men
(Elam et al., 2019). However, female
entrepreneurship rates vary greatly
by world region. In sub-Saharan Af-
rica and Latin America, around one
out of five women are entrepreneurs.
In fact, many sub-Saharan African
countries in which entrepreneurship
is often confined to small and infor-
mal business activities also count
more female than male entrepre-
neurs. In most European countries

female entrepreneurs are underrep-
resented.

Figure 7 below depicts the female /
male TEA ratio since the GEM meas-
urements began in Switzerland 18
years ago. The points connected
with a line show the measurements,
while the (attenuated) dotted line
indicates the trend line. In the years
from 2011 to 2014, Switzerland had
a balanced gender ratio. From 2015
to 2019, however, the ratio fell to
pre- 2010 values, indicating around
2 male entrepreneurs for 1 female
entrepreneur on average. In 2020,
the ratio again amounted to 0.89.
The next few years will show wheth-
er this positive trend will continue.

Figure 7: Female / Male TEA ratio since 2002 with trend line
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Gender inequalities have also been
measured with regard to attitudes
and perceptions towards entrepre-
neurship among individual adults’. In
the current survey, significantly few-
er women reported seeing good op-
portunities for starting a business in
the next 6 months®. This disappoint-
ing result is corroborated by the low
number of women reporting having
the knowledge, skill and experience
required to start a new business:
only 37.8% of women compared to
52% men assess their own abilities
as sufficient for entrepreneurship.
Together with a significantly high-
er fear of failure rate (among the to-
tal population surveyed and not only

among those seeing opportunities)
of 44.3% among women compared
to 39.7% among men, these figures
also explain the significantly fewer
number of women that aim to start a
business within the next three years
(male:9.2%, female: 6.4%, p < 0.05).
Amongthevarious motives that make
individuals act as early-stage entre-
preneurs (TEA), there are fewer gen-
der differences. When comparing the
absolute figures in each category, we
can state that women state slightly
more often that they want to “make a
difference” and thus have an impact
on their environment, whereas men
more often stated that they simply
wanted to “earn a living”.

Figure 8: TEA Motives of male and female entrepreneurs
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7 Mean differences between genders have been compared with Student’s T-Tests. The significance level was
setat p<5%.
8 Female opportunity recognition is -5.1% as compared to men (p < 0.05).




6 Effects of Entrepreneurial Activity

Next to the individual benefits of
self-development and fulfilment for
many opportunity-driven entrepre-
neurs, entrepreneurship and en-
trepreneurial activities in a society
are considered to be an important
mechanism for a series of collective
positive outcomes. Entrepreneur-
ship generates economic growth
and development (Acs et al., 2008;
Acs & Armington, 2006) and closely
related macro-level benefits, such
as job growth and improved inno-
vative capacities. In an era of such
drastic technological,
nomic and environmental change,

SOCI0-eco-

entrepreneurial activities are also
meant to meet the needs of society
and to generate and ensure its wel-
fare (Bosma & Schutjens, 2011).

GEM measures the effects of en-
trepreneurship based on a handful
of variables related to the activities
and aspirations of early-stage en-
trepreneurs. Among them, we find
the geographic scope of entrepre-
neurial activity, whether they have
customers and thus aim to gener-
ate income from beyond their local
area or even from Switzerland as a
whole, and their job growth expecta-
tions. Beyond this, we measure the
level of innovation within entrepre-

neurial activities by inquiring about
the novelty of the new venture’s ap-
plied technologies and processes,
as well as the novelty of its products
and services to its customers. All of
these variables are highly important
because they influence the likely im-
pact of the new business on its long-
term sustainability and its potential
growth path (Bosma et al., 2021). In
the following subchapters, we will
look at these variables in compari-
son to other nations.

6.1 Entrepreneurial employee
activity and sponsored
entrepreneurship

Entrepreneurship is defined as new

venture creation and entrepreneur-

lal behavior in SMEs or big compa-
nies and public organizations. One
example of this is the entrepreneur-
lal employee (“intrapreneur”), who
identifies, develops and pursues
new business activities as part of
their job. The GEM asks whether
individuals are developing new ac-
tivities for their employer, such as
developing or launching new goods
or services, or setting up a new busi-
ness unit (Entrepreneurial Employ-
ee Activity: EEA). Figure 9 reports the
results, with those developing new
activities as part of their job ranging
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from less than 1% of adults in Italy
or Spain, up to around 5% of adults
in the US, Switzerland, Slovenia and

Canada. The highest level of employ-
ee entrepreneurial activity is shown
in Sweden and Germany.

Figure 9: Employee entrepreneurial activity (% adults)
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In 2019 a new question was in-
troduced: “Are you — alone or with
others — currently the owner of a
business you help manage for your
employer as part of your main em-
ployment?” Combined with existing
questions, this one enabled identi-
fication of nascent, new and estab-
lished business owner-managers
whose business is autonomous or in-
dependent of a larger business, and
those whose business is sponsored
through shared ownership with the

individual's employer. One intention
of this question was to enable levels
of entrepreneurship to be balanced
against levels of intrapreneurship in
a more informed way. Furthermore, it
allows TEA to be divided according to
whether sponsored or independent.

Full results for the economies are
exhibited in Figure 10, showing both
the levels of sponsored TEA and inde-
pendent TEA in each economy.



Figure 10: Sponsored and independent TEA (% adults)
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6.2 Informal Investment each economy who, as of 2020, had

Informal investments are funds for
a new business started by someone
else, and are typically from family,
or friends and other acquaintances.
In the 2020 survey, individuals were
asked if they had invested in a new
business started by someone else,
and if so, how much they had invest-
ed and what their relationship was
to that person. The most common
relationships were a close relative,
friend or neighbor. Figure 11 shows
not only the proportion of adults in

invested in someone else’s new busi-
ness at any time in the past three
years, but also how much they had
provided.

The rate of informal investment is
highest in Latin America & the Car-
ibbean and in the Middle East & Af-
rica. The informal investment rates
are lower in 2020 than in 2019. The
greatest falls were in Oman (from
10% of adults to 2%) and Switzer-
land (8.9% to 5.0%),).
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Figure 11: Informal investment (% adults)
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6.3 Job growth expectations

It would be wrong to assume that the
creation of new jobs is limited solely to
large companies. In Switzerland, as in
many other small and open economies
(so-called SMOPECs), small and me-
dium-sized enterprises employ two-
thirds (67.6%) of the national work-
force. Particularly in the tertiary sector,
SMEs are considered important em-
ployers that provide a large part of the
population with good employment op-
portunities. In recent years, SMEs have
also frequently made a more robust
contribution to the national develop-
ment through the creation of new jobs
than large and multinational enterpris-
es (Welte, 2019).

Startups, also most often counted
among SMEs due to their small num-
ber of employees, can be a particularly

important source of new job creation.
Thisis particularly the case if the new-
ly created companies are aiming for a
future business model that relies on
strong scaling.

In the GEM survey, it is therefore of
interest to consider the intended job
creation of the young entrepreneurs.
Thus, the entrepreneurs in the TEA
sample were asked to supply informa-
tion on their estimated number of new
employees in five years’ time.

In 2019, we recorded that half of the
TEA sample in Switzerland aims to
create at least one job within the next
five years. This also corresponded to
the situation in most of the compara-
tive countries (Baldegger et al., 2020).
In the current survey, the expected job
creation from early-stage entrepre-



neurs has increased slightly. As seen
in Table 8 below, we find in almost
every comparison country more than
half of the TEA sample that aims to
create jobs with their startup within
the next five years' time. In Switzer-

land, 70.1% of the entrepreneurs in
the TEA aim to create any new jobs
within five years. With 48.3%, Israel
is the single country that has slightly
less than half of its sample aiming to
create new jobs.

Table 8: TEA rate with % of TEA creating any jobs or with high job creation expectation

TEA rate % of TEA % of TEA
any jobs high job creation
within 5 years expectation

Italy 1.9% 60.9% 16.9%
Germany 4.8% 69.5% 29.3%
Spain 5.2% 59.9% 13.6%
Slovenia 6.0% 82.9% 30.4%
Austria 6.2% 58.3% 3.4%
Sweden 7.3% 55.9% 20.4%
Norway 7.6% 65.7% 32.5%
United Kingdom 7.8% 61.1% 19.7%
Israel 8.5% 48.3% 20.6%
Switzerland 9.2% 70.1% 12.2%
Netherlands 11.5% 64.4% 15.3%
South Korea 13.0% 91.2% 37.4%
United States 15.4% 74.7% 30.5%
Canada 15.6% 63.2% 24.3%

Despite its rather strong ranking in
terms of any job creation within the
next five years, Switzerland is rel-
atively weak with regard to expec-
tations of high job creation, which
means that the entrepreneurs aim to
create 6 or more jobs within 5 years’
time, amounting to only 12.2% of the
TEA sample.

In comparison to the other countries
as shown in Table 8 above, only Austria
(3.4%) ranks lower than Switzerland.
The large majority of Swiss entrepre-
neurs thus plan to create less or no job
growth at all. The value for Switzerland
isamongthe lowestas measured sofar.
Such low values were last measured
in the years after the financial crisis,
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from 2009 to 2012, where expectations
of high job creation for Switzerland
ranked between 9% and 13%. In the
past five years, this value has tended to
be in the range of 20% to over 30%.

Israel and Sweden, the two countries
with the largest share of those entre-
preneurs whodonotaimto create jobs
at all within the next five years, have
fairly high expectation rates of high
job creation (20.6%, resp. 20.4%). This
means that despite the many young
companies with few growth pros-
pects, Israel and Sweden also have a
vibrant start-up scene with potential-
ly fast-growing companies.

6.4
Innovation can be considered one of
the primary sources of competitive
advantages. This is particularly true
for newly funded start-ups that often

Innovative Orientation

lack resources and which try to make
up for this lack of resources by com-
peting with innovative and new mar-
ket solutions. Innovation is therefore
often considered to be a kind of magic
bullet that can be used to combat the
overpowering incumbent firms and
that helps start-ups overcome the
first volatile phase of their lifecycle.
One can even assume that the entre-

preneurial process must necessarily
be characterized by innovation of any
kind since it involves the process of
launching a new product or service
with one’s own resources and by ap-
plying one’s own production methods.’

The GEM study monitors the innova-
tive direction of entrepreneurial ac-
tivities by investigating the innovation
orientation of the newly funded firms
and other entrepreneurial activities.
In the past year, the major variable
measuring this was labelled innova-
tion levels of TEA. It indicated whether
the entrepreneurs’ products and ser-
vices were new to all or some custom-
ers and whether few or no other busi-
nesses offered the same product. In
this vein, the GEM team Switzerland
measured whether the products and
services offered by the Swiss entre-
preneurs as well as the technologies
and procedures applied by them were
new to their area, new to the country
or even new to the entire world. Swit-
zerland had a fairly high percentage
of entrepreneurs who started their
business with products or services
that were new to the country as well
as with technologies and procedures
that were novel for Swiss compa-
nies as well. Therefore, Switzerland

¢ Following the creative destruction as famously described by Schumpeter (1934; 1939; 1942) and postmodern
definitions of entrepreneurship, such as by Shane (2003) or Sledzik (2013).



ranked in a top position (4th with re-
gard to novel products or services and
6th with regard to novel procedures
and technologies) as compared to our
comparison countries in the 2019-
2020 report (Baldegger et al., 2020).

In this year’s survey, we want to take
a closer look at how large the share
of medium- and high-tech start-ups
is in our TEA samples. This analysis is
based on the question of whether the
start-ups are active in sectors that are
not moderately or strongly character-
ized by a technological environment.

Table 9: % of TEA active in medium-
or high tech sectors
% of TEA
Active in technology* sectors
Switzerland 12.75%
Norway 12.58 %
Spain 9.81 %
Israel 9.43%
South Korea 9.23%
Sweden 914 %
United Kingdom 8.94 %
Austria 8.20 %
Slovenia 8.05%
Germany 7.80 %
United States 717 %
Netherlands 6.33 %
Canada 5.54%
ltaly 0.00 %
*medium or high technology sectors

The percentage within the TEA sam-
ple that is active in high- or me-
dium-level technology sectors in
Switzerland amounts to 12.75%.
Switzerland ranks first when com-
pared to our comparison group, fol-
lowed by Norway, Spain, Israel and
South Korea. Basically, the countries
are not very far apart in this com-
parison. However, the figures for
North America are rather surpris-
ing: the USA ranks fourth-last and
Canada, second-last in our compar-
ison. Both countries are known for
their entrepreneurial spirit. In the
USA in particular, a country with its
world-leading technology compa-
nies,one would expect higher values.
Considering the absolute size of the
U.S. start-up scene, the current TEA
value of 15.4% applies to an adult
population between the ages of 18
and 65 of around 174 million indi-
viduals (US Census Bureau, 2021),
we can state that the absolute share
of medium- and high-tech entrepre-
neursin the US is still relatively high.

6.5
Young firms expanding into foreign
markets take great risks in doing so.
They expose themselves to a variety

International Orientation

of internal and external obstacles,
such as a potentially more intense
use of resources such as financial,
technological and human ones as
well as a much more complex busi-
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ness environment with different
market sizes and demand and reg-
ulatory and socio-cultural systems,
just to name a few. Then again, we
can consider internationalization
as an important strategic option for
many new firms, in particular in a
highly developed but small domes-
tic market such as Switzerland. Not
least due to their high degree of spe-
cialization into often highly sophis-
ticated niche markets, Swiss start-
ups are pulling their business from

very early on into global markets
(Baldegger et al., 2019).

In the GEM survey, we measure the
degree of internationalization based
on the percentage of foreign sales to
total sales below, entitled “foreign
sales” In the graph below, all compar-
ative countries are ranked on the ba-
sis of their TEA that generates foreign
revenues. On the left we find the coun-
tries with the fewest foreign revenues
and on the right those with the most.

Figure 12: Share of TEA with or without foreign revenues
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South Korea and lItaly bring up the
rear here with only about 10% of
their TEA sample generating any
foreign revenues. In Switzerland,
16.47% of the TEA sample generates
between 1-25% of revenues from
foreign countries. Medium-export-
ing firms with between 25-75% for-
eign sales make up 8.14% of the TEA
sample, whereas the actively export-
ing young firms with more than 75%
of foreign revenues are represent-
ed with 6.23%. As in previous years,
Sweden and Slovenia (ranking 1st
and 2nd place in 2019) are among
the countries with the most interna-
tionally active start-ups among their
TEA sample. Here, also like last year,
we can observe a strong difference
between the North American coun-
tries of USA and Canada. Whereas
Canada has a strong international
orientation among their start-ups,
mostly exporting to their economi-
cally strong US neighbor country, the
start-ups in the United States ex-
pect most often by far to remain on
their home market only.

From a general perspective, we can
state that foreign revenues have
dropped drastically as compared to
last year. In 2019-20, seven out of
the fifteen comparison countries in-
dicated that more than half of their
TEA sample firms' revenues were be-
ing generated from foreign countries
respectively through exports. Among
them were countries such as the
United Kingdom, Germany and Swit-
zerland (Baldegger et al. 2020). This
year, even in first ranked Slovenia,
there were less than half of the TEA
sample firms that reported generat-
ing foreign revenues. As depicted in
the graph above, in most countries
there were between 20% and 30% of
the TEA sample firms that generated
foreign revenues.
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7/ Entrepreneurship Context Switzerland

One exciting component of GEM that
has not been addressed so far is the
National Expert Survey (NES), which
is of interest to policymakers, thanks
to the different sets of framework
conditions. The conditions that are
expected to stimulate and support
entrepreneurial activity are captured
by the framework conditions as in-
cluded in the NES (World Economic
Forum, 2013). The NES distinguishes
between nine areas (Entrepreneuri-
al Framework Conditions, EFCs) that
are thought to stimulate or constrain
the level and nature of entrepreneurial
activity. At least 36 experts have been
asked to give their assessments on a
wide range of statements that can be
classified according to these EFCs. For
each EFC, the experts were asked to
provide a score on a Likert scale with
values from 1 (completely false) to 10
(completely true). A high score for an
EFC indicates that the particular con-
dition encourages entrepreneurial ac-
tivity within a country, whereas a low
score means that this area hampers
entrepreneurship.

These conditions, taken together,
specify a local environment for enter-
prise that will be supportive in some
ways and constrained in others for
the person trying to start a new ven-

ture. These conditions influence how
easy or difficultit can be to starta new
business and then develop that new
venture into a sustainable established
business. In an international compar-
ison of countries, Switzerland lost a
few places compared with the previ-
ous year. Table 10 shows Switzerland’s
position within the global ranking for
each condition.

The following section shows the re-
sults provided by experts concerning
the Swiss context of the year 2020.

71  Entrepreneurship
Framework Conditions — EFC

For the year 2020, Figure 13 presents
the twelve national entrepreneurial
framework conditions that assess the
context for entrepreneurship in Swit-
zerland. Therefore, nearly all EFC rat-
ings are higher than average. The only
exceptions below the GEM average
are ease of entry: internal market dy-
namics (ditto last year) with a score of
3.7 and ranking 43rd place and Entre-
preneurship education at the school
stage, with a score of 3.1 and ranking
18th place. In Switzerland, experts still
do not perceive ease of entry: market
dynamics whereitshall be a free,open,
and growing market where no large
businesses control access or prices.



Figure 13: Composite indicators on Entrepreneurial Framework Conditions, by stage of

development compared to Switzerland
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Further,thereis stillno particular cur-
riculum for kids and youths at prima-
ry and secondary level schools which
will assist them in understanding the
concept of entrepreneurship.

Entrepreneurial financing, govern-
ment bureaucracy and
taxes, governmental programs, the

policies,

physical infrastructure, cultural and
social norms, entrepreneurial educa-
tion post-school, commercial infra-
structure, R&D transfer, and internal
market burdens have generated suf-
ficient scores above average.

The best performing condition in
2020 is the commercial and profes-

sional infrastructure, with a score
of 6.6 and ranking 3rd place. This is
closely followed by access to entre-
preneurial finance, with a score of
5.7 and the 5th rank out of 45 com-
pared GEM countries. Close to the
GEM average are the conditions of
government policy concerning sup-
port and relevance (4.8 - #16) and
post-school entrepreneurship edu-
cation (5.2 - #15).

Among the top ten countries, Swit-
zerland is further recognized in re-
search and development transfer,
physical infrastructure, government
policy concerning taxes and bureau-
cracy, and social and cultural norms.
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Table 10 below compares Switzer-
land’s position with that of compar-
ator countries (high-income) and al-
lows more in-depth analysis.

The entrepreneurial finance frame-
work condition describes the avail-
ability of financial resources—equi-
ty and debt—for small and medium
enterprises (SMEs). Experts evaluate
Switzerland’s financial environment
(5.7) positively with a slight increase
compared to last year (5.5). It occupies
2nd place after the Netherlands.

Government policy conditions have
two components which cover public
policy priorities and support (4.8), rep-
resenting a fallback compared to last
year (5.8). Bureaucracy, tax regime, la-
bor market regulation,and social secu-
rity legislation (5.8) represent the 2nd
place, again behind the Netherlands,
and a very positive sign for Swiss bu-
reaucracy, long time criticized.

Experts in Switzerland rate the pres-
ence of programs and other initiatives
to support new and growing firms pos-
itively (5.8), but with a decrease com-
pared to previous years. Countries like
the Netherlands, Norway, Austria, and
Germany have surpassed Switzerland.
Entrepreneurial education relates
to how entrepreneurship and entre-

preneurial qualities receive attention

in all phases of the educational and
training system and is divided into
two components. Entrepreneurial
education at primary and secondary
levels in Switzerland (3.1) falls back
again and ranks far behind leading
countries like, e.g., the Netherlands,
Norway, Israel, Republic of Korea, or
the USA. Post-secondary education
(colleges, universities, and profes-
sional education) is evaluated more
positively (5.2) but surprisingly, lost
the first place and its valuable repu-
tation.

Switzerland‘s R&D level of transfer
(5.5) refers to the extent to which
national research and development
lead to new commercial opportu-
nities and whether or not these are
available for new, small, and growing
firms. Led by the Netherlands, Swit-
zerland is once more ranked in 2nd
place, especially compared to the
benchmark economies.

Access to professional and commer-
cial infrastructure relates to prop-
erty rights, commercial, accounting,
and other legal and assessment ser-
vices and institutions that support
or promote SMEs. Switzerland (6.6)
Is again on top, together with Norway
and Israel.

Entry regulation condition has two
components: internal market dy-



namics and internal market bur-
dens. The former (3.7) refers to the
level of dramatic change in markets
from year to year. This has an in-
verse scaling: hence, smaller values
are regarded more positively. On the
other hand, internal market burdens
(5.2) relate to how new firms are re-
strained from entering markets.

When talking about access to phys-
ical infrastructure and services, e.g.,
communication, utilities, transpor-
tation, land or space, at a price that
does not discriminate against new,
small or growing firms, Switzerland
(7.6) lost its 1st place from last year
and fell behind the leading countries
the Netherlands, Norway, the Re-
public of Korea, and Austria.

Cultural and social norms and social
support are standards that encour-
age and/or allow actions leading to
new business methods or activities
that can increase personal wealth
and income. Switzerland (6.1/10)
demonstrates that we lack the lead-
ing benchmark economies of the
USA, Israel, Netherlands, and Nor-
way.
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Table 10: Entrepreurial Framework Conditions (EFC) in selected high-income economies,
2020. Average scores from Likert scales of 10 points (1 = highly insufficient, 10 = highly

sufficient)
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Austria 4.8 4.5 4.0 6.3 1.9 4.3
Germany 5.3 4.6 4. 6.2 3.0 4.8
Israel 5.5 3.9 3.4 4.6 3.9 5.4
ltaly 4.5 4.3 2.7 3.9 2.8 4.4
Netherlands 6.2 6.1 5.9 6.6 6.0 6.5
Norway 5.6 5.5 5.2 6.3 5.2 5.6
Republic of Korea 5.6 6.2 5.1 5.8 3.9 4.6
Slovenia 4.4 4.1 3.6 4.5 3.3 4.7
Spain 4.4 4.6 3.9 5.7 2.2 5.1
Sweden 5.1 3.5 3.0 3.7 3.9 4.4
Switzerland
United Kingdom 5.6 4.5 5.0 4.7 3.4 4.5
USA 5.6 3.9 4.0 4.3 3.5 5.6
Average of
High Income 4.8 4.7 4.2 5.0 3.3 4.8
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Austria 4.3 5.6 4.2 5.6 7.8 4.2
Germany 4.7 5.7 5.1 4.5 6.3 4.8
Israel 5.1 6.6 5.7 5.3 7.5 7.0
Italy 4.5 5.1 3.9 4.4 5.5 3.7
Netherlands 6.1 6.5 5.1 6.3 8.0 6.8
Norway 5.1 6.6 4. 5.7 7.9 6.2
Republic of Korea 4.5 4.8 7.9 4.5 7.8 5.2
Slovenia 4. 5.7 5.6 4.5 6.8 4.5
Spain 4.8 6.5 4.5 4.5 5.9 4.3
Sweden 3.4 5.3 5.6 4.4 6.9 5.
Switzerland
United Kingdom 4.5 5.6 5.3 5.2 6.3 5.7
USA 4.4 6.0 5.5 4.5 7.0 7.5
Average of
High Income 4.4 5.4 5.2 4.6 6.9 5.2
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7.2  NECI - National Entrepre- trepreneurial framework conditions.
neurship Context Index Figure 14 illustrates the overall NECI

In 2018 GEM introduced the Nation- ranking and scores out of ten points

al Entrepreneurship Context Indexor  this new measure of the NECI for the

NECI, a composite index represent- 44 economies completing the 2020

ing in one figure the weighted aver- GEM National Expert Survey.

age state of the set of national en-
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44 economies, 2020

National Entrepreneurship Context Index (NECI) :

Figure 14
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Switzerland holds the 10th position
(see Figure 14) of the 2020 ranking af-
ter losing several positions compared
to last year, where Switzerland was
at the top of the list. The NECI index
score decreased to 5.4 points, which
means that overall the Swiss entre-
preneurship context is still considered
very supportive for developing entre-
preneurial and established business
activities. But compared to the two
previous years, all of the 12 conditions
were rated lower, without exception,
by the chosen experts. It is interest-
Ing to note that only three economies
(Spain, Mexico, and Switzerland) saw
their NECI scores fall by 0.5 points or
more between 2019 and 2020.

Of the 44 economies evaluated by
GEM experts, only 15 reached a sat-
isfactory or higher average score.
Overall, this indicates that environ-
mental conditions are not signifi-
cantly adjusted or oriented to meet

their societies’ needs to ensure en-
trepreneurial participation. The gov-
ernment and policymakers of Swit-
zerland are working hard to build an
entrepreneurial ecosystem that can
assist at all entrepreneurial devel-
opment stages. Many entrepreneur-
ship programs have been offered ei-
ther by the public or private sectors;
all focused on different types of hard
or soft support. Therefore, entrepre-
neurship and innovation are critical
pillars in job creation to support eco-
nomic diversification and transfor-
mation.

Although the results obtained in the
year 2020 for NECl are lower and a bit
disappointing, it indicates that Swit-
zerland has a stable entrepreneurial
context. Of course, it would be wel-
come for Switzerland to rank among
the top 3 countries regarding the en-
trepreneurial context, but some pil-
lars of thisindex have improved again.



8 COVID-19

In mid-March 2020, the Federal
Council had to declare an ,extraordi-
nary situation” due to the increasing
number of people in Switzerland who
had contracted the coronavirus. Four
months later, when the lockdown was
lifted again in mid-June, all public-
ly accessible places and business-
es had to have protective concepts
in place and large events remained
banned. The negative consequences
for the economy were already being
felt. During this period of nation-
wide relaxations from mid-June to
mid-July 2020, the APS survey was
conducted for the thirteenth consec-
utive time. Among other things, the
GEM project investigated the extent
to which the first Covid-19 wave and
the shutdown in Switzerland had af-
fected the population's beliefs and
attitudes toward entrepreneurship
and their entrepreneurial activities.

In the subsequent sections of this
chapter, we will first compare the
GEM Indicators with previous yearsin
order to determine where there have
been significant changes resulting
from the Covid pandemic. Subse-
quently, we will evaluate and discuss
the Covid-related variables, such as,
among others, the entrepreneurs’ as-
sessments of whether the pandem-

ic has made entrepreneurship more
difficult or if it is even creating new
business opportunities.

By taking the 95% confidence inter-
vals into account, we can state that
the total entrepreneurial activity
(TEA) rate of 9.24% in Switzerland
did not vary significantly compared
to last year’s all time high of 9.77%.
However, this insignificant change
does not necessarily mean that en-
trepreneurship rates will remain high
in future years, if the Covid pandem-
ic is not defeated soon. We recorded
a significant decrease in entrepre-
neurial intentions, i.e., the intentions
among those seeing opportunities to
start a business within the next three
years of -3.5% as compared to 2019.
This decrease is also the strongest
when held against our comparison
countries. In nine out of our thirteen
comparison countries, entrepreneur-
lal intention rates have dropped, but
only Sweden (-2.6%) and Slovenia
(-3.1%) together with Switzerland re-
corded a decrease of more than 2%.
Since entrepreneurial intentions rep-
resent the percentage of the popula-
tion that intends to start a business
in the near future, they can also be
understood as an indication of future
entrepreneurial activities and thus
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futureTEArates.However,thisdecline
is not necessarily to be understood
as a long-term change: if we consid-
er the entrepreneurial intention rates
over the long term, it is noticeable
that there have always been strong
upward and downward movements.
The current value of 7.3% of the adult

population aiming to start a new
business within the next three years
is still above the values of 2018, 2015
and 2014 and way above the very low
values from the years between 2005
and 2010. Nevertheless, TEA rates in
Switzerland have increased continu-
ously during the past decade.

Figure 15: Entrepreneurial intentions and TEA in Switzerland, from 2002 to 2020

I switzerland Entrepreneunal Intentions [l Switzerland Total Early-stage Entrepreneurial Activity (TEA)
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A rather strong and significant de-
cline, however, was recorded in the
perceived opportunity rates. Where-
as in 2019, 40.6% of the adult pop-
ulation indicated seeing business
opportunities that could be pursued
in the area they live, there are only
26.7% in 2020. In most of the com-
parison countries, perceived oppor-
tunity rates have dropped, compared
to 2019.In fact, Switzerland is among
the countries with the lowest drop-
down. Canada and the United States

recorded a drop of about 18%, from
67% in 2019 to slightly less than 50%
in 2020. In Spain, where from a histor-
ical perspective opportunity recogni-
tion is rather low, at around 10-20%
in the aftermath of the recession in
2009 and around 25-35% in more re-
cent years, the rate dropped almost
20% from 36.1% in 2019 to 16.5% in
2020.

It can be assumed that starting a
business has become much more



difficult since the outbreak of the
Covid pandemic in 2020. At the
same time, one could also speculate
whether new business opportuni-
ties for both nascent entrepreneurs
and owner-managers of established
businesses, have indeed arisen as a
result of the pandemic and its poten-
tially lasting impact on our life- and
consumption-style. Destruction as
an essential fact about capitalism
is not least the core argument for
the concept of creative destruction,
made famous by the Austrian-Ger-
man-American economist Joseph
Schumpeter '°. Although Schumpet-
er describes an endogenous rath-
er than exogenous destruction that
constantly revolutionizes the eco-
nomic structures “from the inside” in
order to create new business realities
(Schumpeter, 2005), the Covid pan-
demic could be such a game changer.

In Switzerland, 24.2% of the TEA and
22.4 of established-business owners
and managers (EB) indicated seeing
new business opportunities through
the coronavirus pandemic that they
want to pursue. Switzerland isamong
the
among the comparison countries.

least opportunistic countries

In North America (Canada: 49.4% of
TEA, 38.7% of EB; USA: 46.7% of TEA,
33.9% of EB) and Israel (70.4% of TEA;
57.58% of EB), the GEM study consor-
tium recorded more than twice the
values of Switzerland. In South Ko-
rea, on the other hand, only 7.72% of
TEA and 0.62% of EB indicated see-
ing business opportunities arising
through the Coronavirus pandemic.

About half of the nascent entrepre-
neurs in Switzerland (48%) who have
run and/or owned a business for no
longer than six months, reported
having a delay in getting the business
operational through the coronavirus
pandemic. In Spain and Canada, this
figure amounts to around 69.5, re-
spectively 74.7%. In lItaly, a country
that has been severely affected by
the coronavirus, the figure is as high
as 91.9%.

Italy is also the country in which most
individuals in both the TEA and EB
samples, reported that starting a
business was becoming much more
difficult with the Covid pandemic
(781% TEA, 81.9% EB). In Switzer-
land, ranking also in the upper half
within our comparison countries, this

9 Despite the fame of Schumpeter’s creative desctruction theory, it must be noted that the term itself enters
economic theory through Werner Sombart. The roots of this theory, however, can be traced back to Indian
philosophy and philosophical traditions, not least revisited by Nietsche and others (Reinert & Reinert, 2006).



60

figure amounts to 60.6% of TEA and
711% of EB. Given Sweden’s particu-
lar strategy of handling the pandemic
situation without a specific shutdown,
it is not surprising that they recorded
the lowest numbers of TEA and EB.
They also indicated that the corona-
virus made starting a business much

more difficult (24.4% TEA, 20.9% EB)
and scored the second lowest values
regarding a potential delay in getting
the business operational (45.9%) just
behind Slovenia (44.9%) and fairly low
values of about a third of their TEA
sample, indicating that they expect
lower growth rates for their business.

Table 11: Covid-19-related variables in Switzerland and the comparison countries
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HhE B&E a3 o % e zZzSE z8SS
TEA EB Nascent TEA EB TEA EB
entrepreneurs
Austria 54.61 56.22 65.47  59.50 67.30 36.47 22.70
Canada 63.56  56.09 74.69  41.25 4759  49.38 38.72
Germany 46.69 53.32 63.36  40.78 5318 2492 19.95
Israel 63.26 7418 62.27 47.05 5777 70.44 5758
Italy 78.07  81.89 91.90 26.61 8.44 4012 10.08
Netherlands 52.52 53.50 53.43  52.00 58.62 41.01 30.33
Slovenia 2590 24.67 4494 4169 48.53 32.33 18.20
South Korea 61.60 66.16 4797 7074 79.50 7.72 0.62
Spain 71.38  80.05 69.46 57.27 6419 25.47 16.84
Sweden 24.40  20.90 4598  33.31 42.02 3453 20.68
Switzerland
United Kingdom 59.95  80.11 60.08  42.30 60.28 49.41 24.60
United States 59.56 62.22 6253 38.17 42.86 46.71 33.96

At least gratifying for the government
is the fact that more than half of the
entrepreneurs in the TEA and EB
samples state that the government

has so far effectively responded to
the economic consequences of the
coronavirus pandemic.
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GEM Framework

The GEM Project

Entrepreneurship has become a
term that is increasingly widespread
around the world. According to key
players in society, including policy-
makers, academics, entrepreneurs
themselves, and the population at
large, entrepreneurship tends to be
associated with economic develop-
ment and social well-being. Since its
beginning, one of GEM’s core princi-
ples has been to explore and assess
the role of entrepreneurship in na-
tional economic growth. This scope
is aligned with the "Schumpeterian”
view that entrepreneurs are ambi-
tious and spur innovation, speed up
structural changes in the economy,
introduce new competition and con-
tribute to productivity, job creation,
and national competitiveness. How-
ever, entrepreneurship has many fac-
es and includes initiatives that are
accompanied by less ambitious busi-
ness activities leading to limited or
no growth. Itis important to note that
different types of entrepreneurship
may all have important implications
for socio-economic development.

In 2016, 65 economies participated in
the study, collectively representing all
regions of the world and a broad range
of economic development levels.

GEM contributes to the understand-
ing of the role played by new and
small businesses in the economy by
focusing on the following objectives
(Reynolds et al., 1999, p. 3):

« to allow for comparisons with re-
gard to the level and characteris-
tics of entrepreneurial activity
among different economies;

« to determine the extent to which

entrepreneurial activity influ-
ences economic growth within in-

dividual economies;

« to identify factors which encour-
age and/or hinder entrepreneur-
ial activity;

- to guide the formulation of effec-
tive and targeted policies aimed
at stimulating entrepreneurship.

GEM provides a comprehensive view
of entrepreneurship across the globe
by measuring the attitudes of a pop-
ulation and the activities and char-
acteristics of individuals involved in
various phases and types of entre-
preneurial activity.
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How GEM Measures
Entrepreneurship

Since its beginning, GEM’s focus has
been on individuals as units of ob-
servation: men and women who are
involved in different stages of entre-
preneurial dynamics. Entrepreneur-
ship is a process comprising differ-
ent phases, from intending to start,
to just starting, to running new or es-
tablished enterprises and even dis-
continuing a business.

Given that the context and condi-
tions that affect entrepreneurship in
different economies are diverse and
complex, it is not possible to conclude
that one phase inevitably leads to the
next. The entrepreneurship process
and GEM’s operational definitions are
illustrated in Figure 16. GEM’s con-
ceptualization of entrepreneurship as
a multiphase process is useful for as-
sessing the state of entrepreneurship
at different points. This process starts
with the involvement of potential en-
trepreneurs - those individuals who
believe they possess the capabilities
to start businesses, who see opportu-
nities for entrepreneurship, and who
would not be dissuaded from doing
so for fear of failing. For some poten-
tial entrepreneurs, their intentions to
start businesses are underpinned by
the perceptions society holds of entre-
preneurs, the status these individuals
enjoy in their society, and whether the

media positively represents entrepre-
neurs.

The next phase is nascent entrepre-
neurial activity - l.e., those start-
ing new enterprises less than three
months old. Given the challenges
associated with starting a new busi-
ness, many fledgling businesses fail
in the first few months, hence not all
nascent entrepreneurs progress to
the next stage. New business own-
ers are defined as those former nas-
cent entrepreneurs who have been in
business for more than three months,
but less than three and a half years.
Nascent and new business owners
together account for the total ear-
ly-stage entrepreneurial activity (TEA)
in an economy, a key measure of GEM.

Established businesses are those that
have been in existence for more than
three and a half years. It is important
to consider both established busi-
ness owners as well as entrepreneurs
who have discontinued or exited busi-
nesses because these two categories
represent a key resource for other en-
trepreneurs (for example, by providing
financing, mentorship, advice or other
types of support). In addition, former
entrepreneurs may re-enter entrepre-
neurship (serving as serial entrepre-
neurs) or they may join established
companies and enact their entrepre-
neurial ambitions as employees.



Figure 16: Entrepreneurial phases and GEM entrepreneurship indicators
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The GEM Conceptual Framework
and Methodology

The GEM model shown in Figure 16
above sets out key elements of the
relationship between entrepreneur-
ship and economic growth and the
way in which the elements interact.

At the same time, it acknowledges
that the contribution entrepreneurs
make to an economy varies according
to that economy’s phase of economic
development, which to a certain ex-
tent drives the institutional setting.
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Figure 17: The GEM Conceptual Framework
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The framework incorporates the
three main components that capture
the multi-faceted nature of entrepre-
neurship: entrepreneurial attitudes,
entrepreneurial activity, and entre-
preneurial aspirations. These are in-
cluded as components of a “black
box” that produce innovation, eco-
nomic growth and job creation, with-
out spelling out in detail how they af-
fect and reinforce each other. Figure
17 also shows how GEM measures
different components, such as en-
trepreneurial framework conditions
using the National Experts Survey,
and the entrepreneurship profiles,
encompassing entrepreneurial atti-
tudes, activity and aspirations using
the adult population survey.

One of the key purposes of GEM is
to provide reliable data on entrepre-
neurship that will be useful over time

in making meaningful comparisons,
both internally and between econo-
mies. For this reason, all participat-
ing economies make use of standard
research instruments. The GEM data
is gathered annually and is derived
from the following two main sources:

Adult Population Survey (APS)

Each participatingeconomyconducts
a survey of a random representative
sample of at least 2,000 adults (aged
18 years and older). The surveys are
conducted at the same time of year
(generally between April and June),
using a standardized questionnaire
developed by the GEM consortium.
The raw data is sent directly to the
GEM data team for inspection and
uniform statistical calculations be-
fore being made available to the par-
ticipating economies.



National Experts Survey (NES)

The NES provides insights into the
entrepreneurial
ment in each economy with regard to
the nine entrepreneurial framework

start-up environ-

conditions, namely:

«  Entrepreneurial finance

«  Government policies: support
and relevance

« Government policies: taxes and
bureaucracy

+ Government entrepreneurship
programs

«  Entrepreneurial education at the
school stage

«  Entrepreneurial education at the
post school stage

« R&DTransfer

« Commercial and legal
infrastructure

Internal market dynamics

The NES sample comprises a min-
imum of 36 respondents, with four
experts drawn from each of the en-
trepreneurial framework condition
categories. Out of this sample, a min-
imum of 256% must be entrepreneurs
or business owners, and 50% must
be professionals.

Additional aspects, such as geo-
graphical distribution, gender, the
public versus private sector, and level
of experience, are also taken into ac-
count in selecting the sample.

In addition to the APS and NES, GEM
reports also make use of standard-
ized national data from international
datasources, such asthe World Bank,
the International Monetary Fund, and
the United Nations. This information
is used to add context to the report,
and to explain the relationship be-
tween entrepreneurial activity and
national economic growth.

The GEM conceptual framework
opens the “black box” of an Entre-
preneurship Profile and tests the
characteristics of the assumed rela-
tionships between social values, per-
sonal attributes and forms of entre-
preneurial activity.

The social values towards entrepre-
neurship include the social status of
entrepreneurs, how society values
entrepreneurship as a good career
choice and how media attention to
entrepreneurship has an impact on
the development of a national entre-
preneurial culture. Individual attrib-
utes cover demographic factors (gen-
der, age and geographic location),
psychological (perceived
capabilities and opportunities, fear
of failure) and motivational aspects

factors

(necessity-based versus opportuni-
ty-based venturing). Entrepreneurial
Activity defines the venture’s lifecycle
phases, the types of activity, and the
sector of the activity.
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Measure Description

Societal values and perceptions

Individual attributes of a potential entrepreneur
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Entrepreneurial activity indicators

Total early-stage
Entrepreneurial Activity (TEA)

Established Business
Ownership Rate (EBO)

Business Exit Rate

Other indicators which describe additional types of entrepreneurial activity:

Entrepreneurial
Employee Activity (EEA)

Informal Investment

High Growth Expectation
Entrepreneurial Activity

Internationally Oriented
Entrepreneurial Activity

Percentage of adults aged 18-64 who are either
nascent entrepreneurs or owner-managers of a new
business, i.e. the proportion of the adult population
who are either starting or running a new business.
Nascent entrepreneurs — those who have committed
resources to starting a business but have not paid
salaries or wages for more than three months.

New business owners — those who have moved
beyond the nascent stage and have paid salaries and
wages for more than three months but less than 42
months.

Percentage of adults aged 18-64 who are currently
owner-managers of an established business, i.e. who
own and manage a running business that has paid
salaries, wages or made any other payments to the
owners for over 42 months (3.5 years).

Percentage of adults aged 18-64 who have exited
a business in the past 12 months, either by selling,
shutting down or otherwise discontinuing an owner/
management relationship with that business.

Percentage of adults aged 18-64 who, as employees,
have been involved in entrepreneurial activities, such
as developing or launching new goods or services, or
setting up a new business unit, a new establishment,
or a subsidiary in the last three years.

Percentage of adults aged 18-64 investing in someone
else’s new business in the last three years.

Percentage of adults aged 18-64 involved in TEA who
expect to employ six or more people five years from now.

Percentage of adults aged 18-64 involed in TEA who
anticipate 25% or more revenue coming from outside
their country.
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Country List

Global region/

income group

Low-income

Middle-income

High-income

Middle East &
Africa

Central &
East Asia

Latin America &
Caribbean

Europe &
North America

Angola
Burkina Faso
Egypt
Morocco
Togo

India

[ran

Kazakhstan
Indonesia

Brazil
Colombia
Guatemala
Mexico

Russian Federation

Israel

Kuwait

Oman

Qatar

Saudi Arabia

United Arab Emirates

Japan
Republic of Korea
Taiwan

Chile
Panama
Puerto Rico
Uruguay

Austria

Canada
Croatia

Cyprus
Germany
Greece

Italy

Latvia
Luxembourg
Netherlands
Norway

Poland

Slovak Republic
Slovenia

Spain

Sweden
Switzerland
United Kingdom
United States
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