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FOREWORD

The Global Entrepreneurship Monitor (GEM) 2015-2018 Latvia Report covers the results of three sequen-
tial years of studies, from 2015 to 2017. GEM is a major international research project aimed at describing
and analysing the entrepreneurial process across a wide range of countries. It is our belief that the Latvian
GEM will not only contribute to an understanding of the factors influencing entrepreneurship in Latvia but
that it will also contribute to an informed debate on Latvian entrepreneurship and the opportunities and
challenges it is facing.

Anders Paalzow

Rector, SSE Riga
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EXECUTIVE SUMMARY

The GEM 2015-2018 Report provides detailed information on the latest trends in entrepreneurship in
Latvia over the last three years. The Report provides an international comparison of Latvia’s entrepre-
neurial performance with other European countries participating in the Global Entrepreneurship Monitor
project. Latvia’s Baltic neighbour, Estonia, is used as a benchmark.

The Report describes the Latvian entrepreneurial profile, discusses social and individual attitudes towards
entrepreneurship, describes various aspects of entrepreneurial activity as well as aspirations for growth
and innovation, and evaluates inclusiveness of entrepreneurship in terms of gender, age and industry. The
national entrepreneurial environment captured by Entrepreneurial Framework Conditions (EFCs) is also
studied.

We believe that the analysis included in this Report will be informative for the business and academic
community as well as for policymakers.

SOCIETAL VALUES ABOUT ENTREPRENEURSHIP

57% of Latvians consider entrepreneurship as a good career choice and almost the same proportion (58%)
think that entrepreneurs are highly regarded in society. More than half (58%) of Latvians think that topics
on entrepreneurship are positively covered in the Latvian media.

SELF-PERCEPTIONS ABOUT ENTREPRENEURSHIP

Compared to previous years, fewer Latvians have entrepreneurial intentions. However, in 2017 Latvia still
ranks the 4th highest in Europe in terms of entrepreneurial intentions. Latvians consider themselves as be-
ing rather skilled and educated for business activities; however, fewer Latvians compared to average Euro-
peans see business opportunities in the area where they live. Besides, among those Latvians who see good
opportunities for business, the share of those who are afraid of failure keeps increasing (2015 - 38.6%,
2016 - 41.2%, 2017 - 42%).

PHASES/ TYPES OF ENTREPRENEURIAL ACTIVITY

In 2017, many Latvians were trying to start a new business, with 9 in every 100 people nascent entre-
preneurs. About 5 in every 100 people started a new business. Both Estonia and Latvia are the best per-
formers in Europe in terms of early stage entrepreneurial activity. Estonia scores 1st (19.4%) and Latvia
2nd (14.2%). The number of Latvians at the nascent entrepreneurship stage slightly decreased while the
number of new business owners increased, thus leading to an almost unchanged level of TEA compared to
previous years. Some 4.4% of Latvians were involved in entrepreneurial activity at their current workplace.
Overall, the EEA rate in Latvia was rather stable over the last two years and very similar to the European
observed average.

Both the new business ownership rate in Latvia (2015 - 6.0%, 2016 — 4.9% and 2017 - 5.1%) and the
established business ownership rate (9.6 % in 2015, 9.5% in 2016 and 7.7% in 2017) have decreased over
previous years. Also observing an increase in the discontinuation rate (2015 - 3.4%, 2016 - 3.3% and 2017
- 4.2%), this signals that not so many entrepreneurial attempts in Latvia were successful in recent years,
with many dropping out.

The percentage of Latvian entrepreneurs in 2017 who abandoned their business is rather high (4.2 %)
compared to their peers in Europe (2.9%). The decision to discontinue because of the unprofitability of the
business was made in 28.9% of cases in Latvia in 2017. However, the importance of this reason has declined
over time (2015 — 42.4%, 2016 - 38.6%). Discontinuation was already planned in advance for the 10.9 %
who chose an exit strategy or invested their time in another business opportunity (15.2 %). They may even
have sold the business (6.1 %). Personal reasons (20.3 %) and bureaucracy (24.6 %) are also important rea-
sons for exit. Bureaucracy as the reason for discontinuation in Latvia became more important compared to
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previous years (2015 - 12.0%, 2016 - 20.6%).

MOTIVATION FOR EARLY-STAGE ENTREPRENEURIAL ACTIVITY

The motivation index (the ratio between improvement-driven opportunity and necessity-driven entrepre-
neurs) for Latvia has fluctuated over the last three years. There was an increase in the index in 2016. But in
2017 the share of necessity-motivated entrepreneurs increased, together with a decrease in the number of
entrepreneurs motivated by opportunity, causing a decrease in the motivation index (2016 - 4, 2017 - 2.7).
For every necessity entrepreneur there were 4 improvement-driven opportunity entrepreneurs in Latvia
in 2016, while in 2017 for every necessity entrepreneur there were 3 improvement-driven opportunity
entrepreneurs.

INDUSTRY SECTOR PARTICIPATION

In Latvia in 2017, 16.3 % of new ventures started business in health, education, government and social
services (13.8% in Estonia). Wholesale and retail were the dominant industries both in Latvia (23.7 %) and
Estonia (22.1%). In third position in both countries were manufacturing (Latvia — 12.5%, Estonia — 13.6%)
and the fourth was agriculture in Latvia (11.5%) and professional services in Estonia (10.0%).

The share of early-stage entrepreneurs who start their businesses in ICT, finance and other services,
in Latvia increased (43.3% in 2015, 47.9% in 2017). This increase was mostly driven by an increase in
involvement in finance (2015 - 2.0%, 2017 — 5.9%) health, education and social services (2015 - 9.3%,
2017-13.8%).

AGE AND GENDER DISTRIBUTION OF EARLY-STAGE ENTREPRENEURIAL ACTIVITY

Both Latvians and Estonians aged 25 - 34 were the most active in terms of entrepreneurship. Besides,
young Latvians and Estonians (in the age group 18 — 24) were very active as well. The Latvian population
in all age groups is more active compared to Europe, on average, with one exception. Involvement of indi-
viduals aged 55-64 years still lags behind. In 2017, 4.3% of 55-64 year-old Europeans were involved in TEA,
whereas in Latvia the rate was 2.6%. For every ten male entrepreneurs in Latvia, there are around six female
entrepreneurs. This result is very similar to what is observed in Estonia and in Europe, on average. Over the
last three years, females were also less likely to start businesses driven by opportunity motives, compared
to males in Europe, on average. However, in 2017 slightly more Latvian women were starting business be-
cause of improvement-driven opportunity motives compared to Latvian men.

JOB CREATION PROJECTIONS AND INNOVATION

After 2012, the growth ambitions of Latvian early-stage entrepreneurs steadily decreased. In 2017, 27.5%
of entrepreneurs in Latvia were forecasting the creation of 6 or more jobs over the next five years. However,
Latvia still ranked 4th in Europe, after Switzerland (33.2%), Croatia (30.4%) and France (27.9%). The level
of innovativeness of Latvian entrepreneurs has been stable over recent years and very similar to the Euro-
pean observed average. In 2017, 28% of Latvian entrepreneurs were introducing new or unique products
to some or all of their customers.

THE ENTREPRENEURSHIP ECOSYSTEM

EFCs, evaluated by national experts as being most positive in Latvia over the last three years, are physical
infrastructure, commercial infrastructure and social and cultural norms. Government policy (mainly, taxes
or regulations that are supposed to encourage SMEs), R&D transfer, the extent to which national research
and development leads to new commercial opportunities and is available to SMEs; and entrepreneurship
education at basic school level (primary and secondary) —are the three EFCs with the lowest scores by Lat-
vian experts.
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2015.-2018. gada GEM Latvija Zinojums piedava detalizétu informaciju par uznémeéjdarbibas tendencém
Latvija pédéjo tris gadu laika. Zinojums nodro$ina Latvijas uznéméjdarbibas snieguma starptautisku
salidzindjumu ar paréjam Eiropas valstim, kas piedalas Uznémeéjdarbibas Globala Monitoringa projekta,
ipasi akcentéjot lidzibas un at8kiribas starp Latviju un Baltijas kaiminvalsti Igauniju.

Zinojuma aprakstits Latvijas uznéméjdarbibas profils, apskatita uznéméjdarbibas vértiba sabiedriba
un iedzivotaju uznéméjdarbibas pasnovértéjums, tiek analizéta uznéméjdarbibas vide, ieziméti dazadi
uznémeéjdarbibas aktivitates veidi, noskaidrotas uznéméju gaidas attieciba uz inovacijam un darbinieku
skaita pieaugumu, ka ari tiek novértéta ari dzimumu, vecuma grupu un nozaru ieklau$anas uznéméjdar-
biba.

Més ticam, ka zinojuma ieklauta analize bus informativa uznéméjiem un akadémiskas vides parstavjiem,
ka ari politikas veidotajiem.

UZNEMEJDARBIBAS VERTIBA LATVIJAS SABIEDRIBA

57% Latvijas pieauguso iedzivotaju uzskata, ka uznémeéjdarbiba ir laba karjeras izvéle, un gandriz tik pat
liela dala (58%) doma, ka veiksmigi uznéméji ienem augstu statusu sabiedriba. Vairak neka puse Latvijas
iedzivotaju (58%) uzskata, ka mediji Latvija pozitivi atspogulo uznéméjdarbibas vidi, veidojot rakstus un
raidijumus par veiksmigiem uznéméjiem.

LATVIJAS IEDZIVOTAJU UZNEMEJDARBIBAS PASNOVERTEJUMS

Salidzinot ar iepriekséjiem gadiem, mazaks skaits Latvijas iedzivotaju, kuri vél nav iesaistijusies uznéme-
jdarbiba, plano to darit tuvako tris gadu laika (17%). Tomér Eiropas valsts vidu tas joprojam ir salidzinosi
augsts raditajs, 2017. gada - ceturtais augstakais raditajs starp Eiropas valstim. Pasi Latvijas iedzivotaji
sevi vérte ka pietiekosi kvalificétus un spgjigus, lai uzsaktu uznémeéjdarbibu (49%), tacu, salidzinot ar vidé-
jo eiropieti, latviedi saskata mazak biznesa iespéju (36%). Turklat Latvijas iedzivotaju vidua, kuri saskata
biznesa iespéjas, ar katru gadu palielinas to cilvéku skaits, kurus bailes no biznesa neveiksmes attur no
iesaistiSsanas uznémeéjdarbiba (2015. g. - 38.6%, 2016. g. — 41.2%, 2017. g. — 42%).

UZNEMEJDARBIBAS AKTIVITATES POSMI/VEIDI

2017. gada daudzi Latvijas iedzivotaji ir méginajusi uzsakt jaunu biznesu. No katriem 100 cilvékiem 9 bija
topos$ie uznéméji, kuri ir sakusi veikt noteiktas darbibas sava topo$a biznesa organizésanai. Gan Igaunija,
gan Latvija uzrada augstakos agrinas stadijas uznémeéjdarbibas aktivitates raditajus Eiropas valstu vidu.
14.2% no Latvijas iedzivotajiem atradas uznémeéjdarbibas sikuma stadija, ienemot otro vietu Eiropa aiz
Igaunijas ar 19.4%. Topo$o uznéméju skaits Latvijas iedzivotaju vidu ir nedaudz samazinajies, bet jauno
uznémumu Ipasnieku skaits ir pieaudzis, tadéjadi, salidzinot ar iepriekséjiem gadiem, kopéjais agrinas sta-
dijas uznémeéjdarbibas aktivitates limenis ir saglabajies gandriz nemainigs. 4.4% Latvijas iedzivotaju bijusi
iesaistiti uznémeéjdarbibas aktivitaté sava pasreizéja darbavieta. Kopuma $is raditajs pédéjo divu gadu laika
Latvija ir bijis stabils un loti lidzigs vidéjam raditajam Eiropa.

Gan jauno uznémumu ipasnieku skaita raditajs (2015. g. — 6.0%, 2016. g. - 4.9% un 2017. g. -5.1%), gan
nobriedusu uznémumu ipasnieku skaita raditajs (2015. g. - 9.6 %, 2016. g. — 9.5% un 2017. g. - 7.7% )
iepriekséjo gadu laika ir samazinajies. Ir novérots ari uznémeéjdarbibas partrauksanas raditaja pieaugums
(2015. g. - 3.4%, 2016. g. — 3.3% un 2017. g. - 4.2%), kas liecina, ka pédéjo gadu laika daudzi uznémejdar-
bibas uzsaksanas méginajumi Latvija ir bijusi neveiksmigi.

Latvijas uznémeéju ipatsvars, kuri partrauca uznémeéjdarbibu 2017. gada, ir diezgan augsts (4.2%), salidz-
inot ar kolégiem citur Eiropa (2.9%). 2017. gada Latvija zema pelna kluva par iemeslu uznéméjdarbibas
partrauksanai 28.9% gadijumos. Tomér $is iemesls laika gaita ir kluvis mazak nozimigs (2015. g. - 42.4%,
2016. g. - 38.6%). Uznéméjdarbibas partrauksanas iepriek$éja planosana ar izvélétu izejas stratégiju noti-
kusi 10.9% gadijumu, 15.2% gadijumu eso$ais bizness tika partraukts, ieguldot laiku cita biznesa iespéja,
6.1% gadijumos uznémums ir ticis pardots. Personigi iemesli (20.3 %) un birokratija (24.6%) ari ir biezi
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iemesli uznémeéjdarbibas partrauksanai. Salidzinot ar iepriekséjiem gadiem, Latvija birokratija ka uznémeéj-
darbibas partrauksanas iemesls ir kluvis daudz nozimigaks (2015. g. - 12.0%, 2016. g. - 20.6%).

AGRINAS STADIJAS UZNEMEJDARBIBAS MOTIVACIJA

Motivacijas indekss (attieciba starp iespéju motivétiem un nepiecieSamibas spiestiem uznéméjiem) pédéjo
tris gadu laika Latvija ir svarstijies. 2016. gada motivacijas indekss pieauga, ta¢u 2017. gada nepiecie$ami-
bas spiesto uznéméju skaits auga un iespéju motivéto uznémeéju skaits saruka, izraisot motivacijas indeksa
samazinasanos (2016. g. - 4,2017. g. — 2.7). Latvija uz katru nepieciedamibas spiesto uznéméju 2016. gada
bija 4 iespéju motivéti uznéméji, savukart 2017. gada - 3.

UZNEMEJDARBIBA NOZARU KONTEKSTA

2017. gada 16.3% jauno uznémumu Latvija uzsaka biznesu veselibas, izglitibas, valsts un sociilo pakalpo-
jumu joma (Igaunija - 13.8%). Vairumtirdznieciba un mazumtirdznieciba ir bijusas dominéjos$as nozares
gan Latvija, gan Igaunija. 23.7% Latvijas iedzivotaju un 22.1% Igaunijas iedzivotaju uzsaka savu biznesu $a-
jas nozarés. Tre$o poziciju abas valstis ienem razosana (Latvija - 12.5%, Igaunija - 13.6%), savukart cetur-
to — lauksaimnieciba Latvija (11.5%) un profesionalie pakalpojumi Igaunija (10.0%). Latvija ir pieaudzis
agrinas stadijas uznéméju ipatsvars, kuri uzsaka uznémeéjdarbibu IKT, finansu un citu pakalpojumu joma
(2015. g. - 43.3% un 2017. g. - 47.9%). So pieaugumu lielakoties veicinajusi biezaka iesaistisanas finansu
(2015. g. - 2.0%, 2017. g. — 5.9%), veselibas, izglitibas un socialo pakalpojumu (2015. g. - 9.3%, 2017. g. -
13.8%) nozares.

AGRINAS UZNEMEJDARBIBAS AKTIVITATES VECUMA UN DZIMUMA SADALIJUMS

Gan Latvija, gan Igaunija visaktivak uznéméjdarbiba iesaistas iedzivotaji vecuma no 25 lidz 34 gadiem.
Bez tam, ari jauniesi Latvija un Igaunija (vecuma grupa no 18 lidz 24 gadiem) ir loti aktivi. Latvija visu
vecuma grupu iedzivotaji ir aktivaki, salidzinot ar vidéjo Eiropas valstu raditaju, ta¢u ar vienu iznémumu.
ledzivotaju aktivitate vecuma grupa no 55 lidz 64 gadiem joprojam atpaliek no vidéja Eiropas raditaja.
2017. gada 4.3% Eiropas iedzivotaju vecuma grupa no 55 lidz 64 gadiem bija iesaistiti uznéméjdarbibas
sakuma stadija, savukart Latvija §is raditajs bija vien 2.6%.

Latvija uz katriem desmit uznéméjiem viriesiem ir aptuveni sedas uznéméjas sievietes. Sis raditajs ir loti
lidzigs novérotajam raditajam Igaunija un vidéjam raditdjam Eiropas valstu vidu. Pédéjo tris gadu laika,
vidéji Eiropa, sievietes retak neka viriesi ir iesaistijusas uznémeéjdarbiba iespéju motivétas. Tomér 2017.
gada Latvijas sievietes, salidzinot ar Latvijas virieSiem, nedaudz biezak uzsaka biznesu tiesi iespéju motivé-
tas.

JAUNAS DARBAVIETAS UN INOVACIJAS

2017. gada 27.5% Latvijas uznéméju paredzéja, ka nako$o piecu gadu laika radis 6 vai vairak jaunas dar-
bavietas. Pec 2012. gada Latvijas agrinas stadijas uznémeéju izaugsmes ambicijas (darbinieku skaita pieau-
guma prognozes) pastavigi samazinajas. Tomér Eiropas valstu vida Latvija joprojam ienem ceturto vietu
aiz Sveices (33.2%), Horvatijas (30.4%) un Francijas (27.9%).

Latvijas uznémeéju inovaciju limenis pédéjo gadu laika ir bijis stabils un loti tuvs Eiropas valstu vida
novérotajam vidéjam limenim. 2017. gada 28% Latvijas uznémeéju ieviesa un piedavaja jaunus vai unikalus
produktus dalai vai visiem saviem klientiem.

UZNEMEJDARBIBAS EKOSISTEMA (AREJIE FAKTORI)

Latvijas ekspertu visaugstak novértétie uznéméjdarbibu ietekméjosie aréjie faktori pédéjo tris gadu laika
ir fiziska infrastruktara, komerciala infrastruktura, socialas un kultaras normas. Valsts politika (galve-
nokart nodoklu politika vai reguléjumi, kam butu jaatbalsta mazie un vidéjie uznémumi (MVU)), P&A, un
uznémeéjdarbibas ieklausana izglitibas programma pamatizglitibas limeni (pamatskola un vidusskola) - ir
Latvijas ekspertu tris viszemak novértéti faktori.
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INTRODUCTION

The Global Entrepreneurship Monitor (GEM) provides a unique opportunity to compare the Latvian en-
trepreneurial profile with those of other countries. The following analysis centres around three main di-
mensions:

(i) entrepreneurial attitudes and perceptions,
(ii) entrepreneurial activity, and

(iii) entrepreneurial aspirations.

The first chapter concentrates on a detailed analysis of these three dimensions and compares results be-
tween European countries participating in the GEM project. Particular attention in the analysis of Latvia’s
relative performance is given to one of Latvia’s Baltic neighbours, Estonia. Lithuania is currently not par-
ticipating in the GEM project. Consequently, when we refer to the Baltic countries, we refer to Estonia and
Latvia.

Industry sector participation, growth ambition and the level of innovation are studied at the end of Chap-
ter 1.

The Report concludes with analysis of the entrepreneurial framework conditions in Chapter 2.

The Annex provides information on the GEM conceptual framework, terminology and data.

LIST OF ABBREVIATIONS

GEM - Global Entrepreneurship Monitor

TEA - Total early-stage entrepreneurial activity
EEA - Employee entrepreneurial activity

EFCs - Entrepreneurial framework conditions
EE - Estonia

LV - Latvia
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1.  ENTREPRENEURIAL ATTITUDES, ACTIVITY AND ASPIRATIONS

Using the results of the GEM 2015 - 2017 Global
Adult Population Surveys, this chapter deals with
each of the three main concepts of the entrepre-
neurial profile:

o attitudes,
* activity, and
e aspirations.

Before proceeding with the analysis, we briefly re-
mind the reader about these concepts.

Entrepreneurial attitudes and perceptions
reveal the degree to which individuals in different
countries tend to appreciate entrepreneurship,
both in terms of general attitudes and in terms of
self-perceptions. How many individuals recognize
business opportunities? How many believe they
have the skills and knowledge to exploit such oppor-
tunities, and how many would be prevented from
exploiting such opportunities due to fear of failure?

General attitudes towards entrepreneurship are
captured through three dimensions: the overall so-
cietal view of entrepreneurship (whether those in-

1.1

We will start this chapter with an analysis of social
values and will continue with individual attitudes
towards entrepreneurship.

Measures that show how many adults see entre-
preneurship as a good career choice, how many
agree that successful entrepreneurs enjoy high
status in society and how much media attention
entrepreneurs are receiving — these measures allow
us to capture and compare social value-attitudes to-
wards entrepreneurship in different countries (see
Appendix Table 2).

Societal attitudes send a signal about how entre-
preneurship is regarded in an economy. A society’s
culture, history, policy and business environment,
as well as many other factors, can influence that so-
ciety’s view toward entrepreneurship. In turn, this
may affect entrepreneurial ambitions and the ex-
tent to which this activity will be supported.

While societal attitudes can indicate how entrepre-
neurship is regarded in a society, personal percep-
tions about entrepreneurship may influence wheth-

dividuals who are successful at starting a new busi-
ness enjoy a high level of status and respect in their
society), the attractiveness of entrepreneurship as a
career choice, and media attention to entrepreneurs
and business (by promoting successful ventures).

Involvement in entrepreneurial activities at differ-
ent phases is measured by entrepreneurial activi-
tyindicators: the nascent entrepreneurship rate, the
new-business ownership rate, the established busi-
ness ownership rate, the employee entrepreneurial
activity rate and the discontinuation rate. GEM data
also track the degree to which involvement in en-
trepreneurial activities is driven by opportunity and
necessity motives as well as capturing different rea-
sons for business discontinuations.

Entrepreneurial aspirations measures are used
in order to address the socioeconomic impact of en-
trepreneurial activity in different countries. Of par-
ticular interest are those entrepreneurs who expect
to create jobs and / or to contribute to society by
offering new products and services.

ENTREPRENEURIAL ATTITUDES AND PERCEPTIONS

er someone would consider starting a business.
GEM assesses individual self-perceptions regard-
ing whether people see opportunities around them
(perceived opportunities), whether those seeing
opportunities would feel constrained by fear of fail-
ure (fear of failure), whether they believe they are
capable of starting a business (perceived capabil-
ities) and whether they intend to do so within the
next three years (entrepreneurial intentions).
Fostering entrepreneurial awareness and positive
attitudes towards entrepreneurship could affect
those individuals wishing to venture into entrepre-
neurship. However, the key factor that determines
whether someone progresses to entrepreneurship
is not the perception of opportunities for start-ups
or of (matching) 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
capabilities, and help to determine whether they
engage in independent entrepreneurial activity or



not. So, while in some societies positive attitudes
and perceptions toward entrepreneurship may be
instrumental in achieving new (high-value) entre-
preneurial activities, in many others they are cer-
tainly not, on their own, sufficient reason for people
to choose to engage in entrepreneurial activity. For
example, there may be other excellent options avail-
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able to individuals.

For all measures, cultural differences and busi-
ness-cycle patterns are an important explanation
for differences in perceptions across countries.

1.1.1. SOCIAL ATTITUDES TOWARDS ENTREPRENEURSHIP

We start our analysis with three measures that
assess the attractiveness and visibility of entrepre-
neurship in a given society - (i) social impressions
about entrepreneurship as a career choice, (ii) the
status of entrepreneurs in society and (iii) media at-
tention to business.

Very similar to previous years, in 2017 (see Figure
1) entrepreneurs are visible and well regarded in Eu-
ropean economies, with (on average) 67 out of 100
Europeans claiming that entrepreneurs enjoy high
status in society. A smaller share of Europeans 58%
(on average) considers entrepreneurship as a good
career choice. This is true for almost all observed
countries in Europe with the exception of Croatia,
Cyprus, the Netherlands, Poland and Spain, where
more people think that entrepreneurship is a good
career choice than those who claim high status for
entrepreneurs.

Ireland, Luxembourg and Germany have the widest
gap between people’s respect for entrepreneurship
as a profession and their belief that entrepreneur-
ship is a good career choice. For example, 82% of the
adult population in Ireland believes entrepreneurs
enjoy high status, yet only around half would con-
sider starting a business as a good career.
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Figure1 National attitudes towards entrepreneurship by country, 2017 (% of the adult population)
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Latvia is a country with a similar proportion of
the population who agree that entrepreneurship is
a good career choice and who believe that successful
entrepreneurs enjoy high status. 57% of Latvians
consider entrepreneurship as a good career choice
and almost the same proportion (58%) (though not
necessarily the same people) think that entrepre-
neurs are highly regarded in society.

Figure 2 shows the dynamics of attitudes towards
entrepreneurship among the adult Latvian popu-
lation over the last thirteen years. One immediate
observation is that the indicators vary with the
business cycle. In 2008, right before the economic
recession, around 75 % of Latvians considered en-
trepreneurship as a good career choice and 76% of
adults believed that successful entrepreneurs en-
joyed high status in Latvian society. Before that,
in 2007, only 55% considered entrepreneurship as
a good career choice. This can be explained by the
overheating of the labour market, when other em-
ployment options were more attractive. After the
downturn, attitudes changed. Only slightly more
than half of Latvians still considered entrepreneur-
ship as a good career choice. Starting from 2008 and
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until 2012, every year fewer and even fewer people
considered that successful entrepreneurs enjoy high
status in society. A small positive shift in attitudes
occurred in 2013. Since then, attitudes have been
rather stable.

Positive media attention can also be a valuable
means of shaping attitudes towards entrepreneur-
ship in society. Entrepreneurs are highly visible in
Slovenia: 73% of working-age adults believe there
is positive media attention for entrepreneurs. Con-
versely, less than one-third of Bosnians in 2017 see
this publicity.

More than half (58%) of Latvians think that suc-
cessful entrepreneurship is sufficiently covered in
the media in Latvia and 61% of Estonians believe
the same is true in Estonia.

Comparing the Latvian result to neighbouring Es-
tonia, we see that somewhat fewer Estonians, (Esto-
nia — 54%, Latvia — 57%) consider entrepreneurship
as a good career choice in 2017 but a larger share
(Estonia - 65%, Latvia - 58%) think that entrepre-
neurs are accorded high status in society.

Figure2 National attitudes towards entrepreneurship in Latvia, 2005-2017 (% of the adult population)
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Looking at developments over the last three years
(see Figure 3), we notice an increase in the share of
Europeans who consider entrepreneurship as a good
career choice and in the share of those who think
that entrepreneurs are highly regarded in society.
The share of Europeans who believe there is positive
media attention for entrepreneurs in the country
where they live stayed almost unchanged (~55%).

Over the last three years? a slight increase has oc-
curred in the share of Latvians as well as Estonians
who positively evaluate national attitudes towards
entrepreneurship in all three dimensions (high sta-
tus of the entrepreneur, good career choice, and me-
dia attention).

More Latvians consider entrepreneurship as a good
career choice, yet more Estonians think that entre-
preneurs are highly regarded in society as compared
to each other. Over the last three years, Estonians
have managed to improve media attention for en-
trepreneurship. In 2015, 49% of Estonians thought
that there is good coverage of entrepreneurship-re-
lated issues in the media and in 2017 that share in-
creased to 61%. In Latvia, the share of adults who
believe in positive media attention to entrepreneur-
ship over the last three years has also slightly grown
from 55% in 2015 to 58% in 2017.

1. With a one-year exception for Latvia: A decline occurred in the number of Latvians who considered entrepreneurship as a good career choice in 2016.
In 2017, the share of adults who positively evaluate entrepreneurship as a career choice increased back to the level observed in 2015.
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Figure 3 National attitudes towards entrepreneurship in Latvia, Estonia and in Europe (on average), 2015-

2017 (% of the adult population)
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1.1.2. INDIVIDUAL ATTITUDES TOWARDS ENTREPRENEURSHIP

To complete our understanding of overall attitudes
towards entrepreneurship, we continue with an
analysis of (i) perceived opportunities, (ii) capabil-
ities, (iii) fear of failure and (iv) entrepreneurial in-
tentions. The general belief is that high percentages
for all the above variables except for fear of failure
(the observed (legal and financial) consequences of
failure) exercise a positive impact on willingness to
go into entrepreneurship. Different combinations of
these parameters lead to country-specific patterns
in terms of early-stage entrepreneurial activity.

Comparing countries, we have to be aware that in-
dividuals in different countries can have different
types of business in mind when they express their
perceptions.

A large proportion of the adult population can see
good business opportunities in the country where
they live. However, at the same time, a much small-
er proportion of people may evaluate their skills
as appropriate for entrepreneurial activities, and
vice versa. As stated in the GEM Executive Report
2015/2016: “capabilities perceptions may reveal
not just people’s skills, but also confidence in their
ability to start a business. The level and focus of
education systems, national and regional culture,
and many other factors may explain the differences
across economies”.

An existing gap between perceived opportunities
and perceived capabilities may influence the overall
rate of involvement in entrepreneurial activity in a
given country.
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Figure 4 Perceived capabilities, perceived opportunities, fear of failure and entrepreneurial intentions by coun-
try, 2017 (% of the adult population)
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In 2017, the European country with the highest
rate of perceived opportunities among adults was
Sweden, where about 80% of the adult population
see business opportunities and believe in the possi-
bility that the occasion to start a venture may arise
in the next six months in the area where they live
(see Figure 4 ). This is followed by Poland with 69%,
the Netherlands 64% and Estonia with 61%. Seeing
business opportunities does not lead Swedes to be
highly involved in early-stage entrepreneurial activ-
ity. TEA in Sweden in 2017 amounts to 7.3%, and
is even smaller than the average rate for Europe at
8.1% (see Table 2). Swedes see good business oppor-
tunities but are much less confident in their skills
and knowledge being appropriate to engage in en-
trepreneurial activities (34%). On the other hand, in
countries with the highest rates of perceived capa-
bilities — Slovenia (53%) and Croatia (51%), where
more than half of all adults think that their skills
are appropriate for business activities — good oppor-
tunities are seen by a substantially smaller share of
adults. The same pattern is revealed year after year:
for those European countries with the highest in-
dicator of perceived opportunities, the indicator of
perceived capabilities is much lower. In 2017, two
exceptions to this pattern: Poles and Estonians, not
only see business opportunities but also feel confi-
dent about their skills and knowledge. Besides, 18%
of adult Estonians plan to get involved in entre-
preneurial activity in the next three years. 19.4%
of Estonians are involved in TEA, 9.1% in EEA - all
three rates are the highest in Europe. However, the
discontinuation rate in Estonia is also one of the
highest in Europe at 4.4% (see Table 4).

A higher average level of capability perceptions
compared to opportunity perceptions may reveal
a less critical assessment of one’s capabilities com-
pared to conditions in the surrounding environ-
ment. However, it is important to view perceptions
about opportunities and capabilities within the con-
text of the typical business someone may start in an
economy. The capabilities required to start a retail
business, for example, may differ from one based on
information and communications technologies.

In European countries, on average, 37% of adult
individuals who see business opportunities admit
that fear of failure deters them from involvement
in entrepreneurial activities. Similar nations as a
year before — Cypriots (56%), Greeks (56%), Italians
(49%), and Luxembourgers (47%) — are more afraid
of failure; on the other hand, Bulgarians (21%) and
Croats (26%) are less afraid of failure compared to
other European nations (37% on average in Europe).
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Fear of failure tends to be more common in devel-
oped economies, where the greater prevalence of al-
ternative 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 be-
haviour can be beneficial as well as detrimental. De-
spite this dualistic nature, to date fear is examined
only as a barrier to entrepreneurial behaviour. Thus,
a low fear of failure is not always directly linked
to creation of new ventures (Cacciotti & Hayton,
2015).

Analysing entrepreneurial intentions in 2017, we
see that Estonians (18%) and French (18%) have
the highest entrepreneurial intentions, followed
by Croats (17%), Latvians (17%) and Poles (20%).
Low intentions to start businesses were exhibited in
Bosnia and Herzegovina, Spain and Bulgaria, where
5.6% or less of the population signalled these inten-
tions.

In Bulgaria, low intentions were accompanied by
low opportunity perceptions and rather low capa-
bility perceptions. In that country, few people see
good opportunities for starting businesses, which is
consistent with few intending to do so. In Estonia,
high intentions were accompanied by high percep-
tions of opportunity and capability, also leading to
the highest activity rate among European countries.
However, Sweden exhibited the highest opportunity
perceptions but reported lower than the (European)
average level of intentions. This suggests that peo-
ple’s perceptions about the opportunities around
them are not necessarily linked to their own inten-
tions to start. As already noted, different factors
may weigh more heavily on people’s willingness and
ambition for entrepreneurship.

As seen from the analysis and discussion so far, at-
titudes and perceptions differ among the European
countries studied, leading to country-specific pat-
terns of early-stage entrepreneurial activity.

Even if the adult population in a country sees
many business opportunities and is not so afraid of
failure, a rather low rate of self-estimation of one’s
own entrepreneurial skills can lead to comparatively
low rates of involvement in entrepreneurial activity,
exactly as we see in the case of Sweden. On the other
hand, countries where an average level of perceived
opportunity prevails among adults and a rather-
high level of fear of failure but accompanied by high
self-esteem end up being highly active in the early
stages of entrepreneurship, as we see to be the case,
for example, in Latvia.
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Figure 5 Individual attitudes towards entrepreneurship in Latvia, Estonia and in Europe (on average), 2015-
2017 (% of the adult population)
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Looking at the development of attitudes over the
last three years (see Figure 5), we note that the aver-
age European sees more opportunities and is slight-
lyless afraid of failure, yet has lower entrepreneurial
intentions.

Positive changes have occurred in Estonia regard-
ing both national and individual attitudes towards
entrepreneurship. Over the last three years, Es-
tonians have become much more confident about
their skills and capabilities as well as seeing more
business opportunities in Estonia. The entrepre-
neurial intentions of Estonians have increased and
they have also become less afraid of failure.

Latvians have become more afraid of failure over
the last three years and at the same time fewer Lat-

1.2. ENTREPRENEURIAL ACTIVITY

GEM conceptualizes entrepreneurship as a contin-
uous process that includes nascent entrepreneurs
involved in setting up a business, entrepreneurs
who own and manage a new business (new busi-
ness owners), entrepreneurs who own and man-
age an established business (established business
owners - EBOs), and individuals involved in entre-
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vians have entrepreneurial intentions. Although
Latvians still consider themselves as skilled and
educated for business activities, the share of those
seeing business opportunities is smaller than in
Estonia (Latvia — 36%, Estonia — 61%) as well as
smaller compared to the average level in Europe
(41%). Besides, among those Latvians who see good
opportunities for business, the share of those who
are afraid of failure keeps increasing (2015 - 38.6%,
2016 - 41.2%, 2017 - 42%). In 2017, it was higher
compared both to Estonia (32%) and to Europe on
average (37%).

In the next chapter we will continue with analysis
of entrepreneurial activity In Latvia, benchmarking
it both to Estonia as well as to other European coun-
tries, on average.

preneurial activity (EEA) within an existing organi-
sation — intrapreneurs. In addition, GEM assesses
the rate and nature of business discontinuations. In
order to evaluate the indicator of business discon-
tinuance, GEM tracks the number of individuals
who discontinued their business in the last twelve
months as well as the main reason for doing so.

1.2.1. STAGES OF ENTREPRENEURIAL ACTIVITY

The total early-stage entrepreneurial activi-
ty (TEA) rate is defined as the prevalence rate of
individuals in the working-age population who are
actively involved in business start-ups, either the
phase in advance of the birth of the firm (nascent
entrepreneurs — those who are committing resourc-
es to start a business, but the business has not yet
yielded wages), or the phase spanning 42 months
after the birth of the firm (owner-managers of new

firms). As such, GEM takes payment of wages for
more than three months as the “birth event” of the
firm. The cut-off of 42 months for differentiating
between new businesses and established firms has
been calculated by combining theoretical and prac-
tical considerations (Reynolds et al., 2005) and has
consistently been used from the very beginning of
the GEM survey.
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Figure 6 Stages of the entrepreneurial process in GEM
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Figure 6 illustrates the stages of the entrepreneur-
ship process as seen in the GEM analytical frame-
work.

Table 3 (see Appendix) shows these indicators to-
gether with data on employee entrepreneurial ac-
tivity (EEA) for European countries participating in
GEM adult population surveys in 2015-2017.

In this section, we elaborate on these phases of
entrepreneurial activity. Most attention is paid to
the situation in Latvia, its development over recent
years, and a comparison with Estonia and other Eu-
ropean countries.

Otherwise similar economies may have different
entrepreneurship ecosystems (regulatory environ-
ments, cultural values and so forth) and as a result
different levels of entrepreneurial activity. We start
our analysis with the total early-stage entrepreneur-
ial activity. Figure 7 shows changes in TEA in Euro-
pean countries over the last three years. Bulgarians,
[talians and Germans — and in 2017 also the French
— were involved in TEA least compared to other Eu-
ropean countries. Compared to others in Europe,
Estonians and Latvians are the leaders in terms of
involvement in the early stages of entrepreneurial
activity.
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Figure 7 TEA in Europe, 2015-2017 (% of the adult population)
B Early-stage entrepreneurial activity (TEA) 2015
B Early-stage entrepreneurial activity (TEA) 2016
Early-stage entrepreneurial activity (TEA) 2017
25 ; ; ; ‘ ; ‘ ; ; ; ; ; ‘ ; ‘ ‘ ;
DRSSO RS R O S NSNS SO O S
% HUSES TN SR NP O G SR S SO MU SO SORNS OO SRS WO S |
N i Nprmawmy H
s B BFFPFRRERTLYIERLLLY
0 e S S S B S
g 5 ¢ &g £ & § E 3 B £ B ¥ 5 8 2 2
H 8 o g ® 8 g @ © w - 8 g =% P 8
5 & § 8 2§85 3 5 o€ § § 08 2 2§ 2 §
% = = g 77) > o o M © e 9 a8 = 2 ] -
3 S & 2 & § & & & & gy & - A
/M o (7) [ 3 = ©
[ x s
g 3 ] L7}
g ° = =
a
(=)

The GEM Executive Report 2017/2018 shows that,
at a regional level, TEA rates are highest in Latin
America and the Caribbean — 18.5% and in North
America (16.2%). In line with its lowest entrepre-
neurial intention rate of 10.2%, Europe reports the
lowest average regional TEA rate —half the rate for
the North America region. Bulgaria, France, Bosnia
and Herzegovina, and Italy, in particular, exhibit
among the lowest rates in the overall sample, with
around 4% or less of the adult working-age popu-
lation starting or running new businesses. What is
the setting regarding early entrepreneurial activity
in Latvia? Latvia has the 2nd best place (14.2%) in
terms of TEA among all European countries partici-
pating in the GEM 2017 survey (Estonia with 19.4%
is 1st).

We subdivide the TEA rate into its two com-
ponents, i.e. nascent entrepreneurship and new
business ownership (Figure 8). In 2017, the Neth-

Source: GEM Adult Population Surveys 2015-2017

Note: Only countries that participated in each of the previous three years are included.

erlands, Greece, Spain and Cyprus are the only
countries where the new business ownership rate is
slightly higher or almost the same as the nascent en-
trepreneurship rate. The highest difference between
these two rates is observed in Estonia, where 13.4%
of adult Estonians are nascent entrepreneurs and
only half as many (6.2%) are new business owners.

In 2017, many Latvians were trying to start a new
business: 9 in every 100 people in Latvia were na-
scent entrepreneurs in that they took some steps
towards starting a business. Many developed Eu-
ropean economies, such as Italy, Spain, France and
Germany, have fewer nascent entrepreneurs (about
3 in 100). But in Estonia there are more: 13 in ev-
ery 100. About 5 in every 100 people in Latvia have
started a new business. This is higher than some Eu-
ropean countries such as Sweden, Germany and It-
aly (2 in 100), though slightly fewer than in Estonia
(61in 100).
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Figure8 Nuscent entrepreneurship rate and new business ownership rate in Europe, 2017 (% of the adult

population)
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Source: GEM Adult Population Surveys 2015-2017

Figure 9 Nuscent entrepreneurship rate, new business ownership and total early-stage entrepreneurial activity
in Latvia, Estonia and Europe (on average), 2015-2017 (% of the adult population)
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On average in Europe, the early stage entrepre-
neurship involvement level has stayed almost at
the same level over the last three years (see Figure
9). We also observe an increase both in nascent and
new business ownership rates in Estonia. The num-
ber of those Latvians who are at the nascent entre-
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preneurship stage slightly decreased and the num-
ber of new business owners increased. This leads
to almost the same number of Latvians involved in
the early stages of entrepreneurship as compared to
previous years.

1.2.2. EMPLOYEE ENTREPRENEURIAL ACTIVITY

A major distinction in the entrepreneurship field is
between independent entrepreneurship and ‘entre-
preneurship within existing organizations’.

Entrepreneurial employee activity (EEA) is essen-
tial for business sustainability and renewal through
the successful introduction of new products and
services or setting up a new business. EEA shares
many features with “regular” entrepreneurship. The
main differences between the two occur with regard
to autonomy, availability of resources, type of risk
and anticipated rewards.

GEM defines employee entrepreneurial activ-
ity (EEA) as the share of employees between 18-
64 years in the adult population who were actively
involved in and played a leading role either in idea
development for a new activity or in preparing and
implementing a new activity (employee activities
mainly aiming at optimizing internal work process-
es are excluded).

The results of the 2015-2017 GEM surveys of Eu-
ropean countries are presented in the Appendix (see
Table 4).

Employee entrepreneurial activity is not a very
widespread phenomenon in Europe: about 4.5% of
adults in Europe on average are employee entrepre-
neurs. However, its prevalence differs noticeably
across European countries, ranging from 0.5% in
Bulgaria and Bosnia and Herzegovina to 9.1% in Es-
tonia.

Comparing the performance of the two Baltic
states over the last three years, we see a substan-
tial increase in EEA in Estonia (2015, 2016 - 6.3%,
2017 - 9.1%). The EEA rate in Latvia was rather sta-
ble over the last two years and very similar to the
observable European average (around 4.4%)

Figure 10 EEA in Latvia, Estonia and Europe (on average), 2015-2017 (% of the adult population)

EEA

2015

. Europe average
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Source: GEM Adult population Surveys 2015-2017
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1.2.3. ESTABLISHED BUSINESS OWNERSHIP AND BUSINESS DISCONTINUATION

In this part of the Report, we will look at estab-
lished business ownership rates as well as business
discontinuation and the main reasons for it. While
it is important to have early-stage entrepreneurs
to generate dynamism in an economy, established
businesses and their owner-managers ensure an
important degree of stability for the private sector.
Owner-managers in established firms provide stable
employment, can avail themselves of knowledge ac-
cumulated from past experience, and as such may
contribute greatly to their societies — even if they
are small or solo entrepreneurs. A healthy set of
business owners provides some indication of the
sustainability of entrepreneurship in a society.

GEM takes a point-in-time snapshot of entrepre-
neurship and business activity around the world.
While the survey does not follow entrepreneurs
over time to see how many progress to the estab-
lished business phase, GEM provides a platform for
examining the level of mature business activity rel-
ative to start-ups.

When there is an imbalance, usually meaning low
levels of established business ownership relative to
TEA, there may be a recent surge in entrepreneur-
ship that has not yet made its way to maturity.
Conversely, there may be issues relating to a lack of
sustainability, where started businesses have a low
chance of survival.

Longitudinal data can identify whether start-up
activity display a recent increase that has not yet
translated to mature businesses, or whether an im-
balance persists between lower established business
activity relative to start-up efforts. The latter should
be cause for concern about business sustainability,
whether due to societal values, individual attributes
and/ or components of the entrepreneurship eco-
system. This signals a need for further research and
information that can guide future decisions.

A high level of established business activity may
mean that a high level of start-up activity feeds the
next phase and that there is an element of sustain-
ability due to synergy among the feasibility of the
businesses started, the abilities and ambitions of
the entrepreneurs, and enabling factors in the envi-
ronment. Economies showing the lowest TEA rates
in Europe - Italy, Bulgaria, Greece and Germany —
also show a low or moderate established business
ownership rate. Even if sustainability enables entre-
preneurs to transition their businesses to the ma-

ture phase, there is a relatively small foundation of
entrepreneurs to draw from.

Below (see Figure 11) we observe the dynamics of
TEA, EEA and EBO rates for Latvia for the period
from 2005 to 2017. We see that EBO mimics TEA
with about a one-year time lag. Starting from 2011,
both TEA and EBO rates consistently increase. There
was also an increase in the EEA rate from 2015.

Figure 9 and Figure 12 show a decrease in the new
business ownership rate in Latvia (2015 - 6.0%,
2016 - 4.9%, 2017 - 5.1%) and a decrease in the es-
tablished business ownership rate (9.6 % in 2015,
9.5% in 2016 and 7.7% in 2017). This, together with
anincrease in the discontinuation rate (2015 - 3.4%,
2016 - 3.3% and 2017 - 4.2%), signals that not so
many entrepreneurial attempts in Latvia were suc-
cessful in recent years, with many dropping out.

Analysing the situation in Estonia, we see that the
new business ownership rate increased substantial-
ly. Both the established business ownership rate
(7.7% in 2015, 7.8% in 2016, and 11.4% in 2017)
and the discontinuation rate (2.0% in 2015, 4.2% in
2016, and 4.4% in 2017) also increased over the last
three years.

On average, in Europe no substantial changes ei-
ther in the rate of new business ownership or in es-
tablished business ownership, while the discontin-
uation rate has also been rather stable over the last
three years.

We will continue with an analysis of business dis-
continuations in Europe and the main reasons for
business discontinuation over the last three years.

Asnew businesses emerge, others close down. Indi-
viduals selling or closing their businesses may once
again benefit their societies by re-entering the entre-
preneurship process. Recognizing the importance of
this measure, GEM tracks the number of individu-
als who have discontinued a business in the last 12
months. Along with TEA and established business-
es, discontinuance may be considered a component
of entrepreneurial dynamism in an economy. GEM
Survey respondents who had discontinued a busi-
ness in the previous 12 months were asked to give
the main reason for doing so. First of all, it must be
highlighted that in Latvia in 2017 (see Table 3 and
Table 5 in the Appendix) the percentage rate of peo-
ple who abandon their business is rather high (4.2
%) compared to their peers in Europe (2.9%). The
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Figure 11 Dynamics of EBO, TEA and EEA, Latvia, 2005-2017 (% of the adult population)
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Source: GEM Adult Population Surveys 2005-2017

Figure 12 Established business ownership and discontinuation rate in Latvia, Estonia and on average in Europe,
2015-2017 (% of the adult population)
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decision to discontinue because of unprofitability of
the business was made in 28.9% of cases in Latvia in
2017. However, we have to mention that the impor-
tance of this reason has declined over recent years
(2015 -42.4%, 2016 — 38.6%). Discontinuation was
already planned in advance for 10.9 % who chose an
exit strategy or invested their time in another busi-
ness opportunity (15.2 %). They may even have sold
the business (6.1 %). Personal reasons (20.3 %) and
bureaucracy (24.6 %) are the other important rea-
sons for discontinuing. What requires attention is
the increase in bureaucracy as the reason for discon-
tinuation in Latvia (2015 - 12.0%, 2016 - 20.6% ).

Issues such as complicated regulatory systems that
increase the bureaucracy of starting and exiting
businesses may produce barriers to entry, as well
as barriers to exit, reducing people’s willingness to
venture into starting a business. When people are
unwilling or unable to pursue entrepreneurial op-
portunities, their societies miss out on the other-

wise potential value these efforts can provide. While
some actions and conditions can ensure greater
success in starting a business, many uncontrollable
elements create a risk of failure. However, in order
to have any possibility of success, a potential entre-
preneur must be willing to take a chance. A high
relative level of business exits may signal that en-
trepreneurs are not starting viable ventures, or that
they do not have the ability or inclination to create
longer-term sustainability for their businesses. In
addition, the environment may not support their
efforts, or may create constraints that are difficult
to overcome. As stated in the GEM Global Report
2015/2016, “as economies develop and institution-
alize, bureaucracy can arise as a consequence — this is
particularly problematic if the institutional systems
do not specifically consider the needs and challeng-
es of new and small businesses. It can lead to fewer
start-ups and/or more entrepreneurs circumventing
the bureaucracy by operating informal unregistered
businesses.”

1.2.4. MOTIVATIONAL REASONS FOR ENTREPRENEURSHIP

Motivations for starting a business also differ —
some individuals become involved in entrepreneur-
ial activity out of necessity while others enter en-
trepreneurship to exploit a business opportunity.
GEM tries to capture these patterns by assessing
individual motivation for becoming involved in en-
trepreneurial activity. A necessity-driven entre-
preneur indicates in the GEM Survey that s(he)
started the business because there were no better
options for work, rather than seeing the start-up as
an opportunity. For those who did see their start-up
as an opportunity (rather than no other options for
work), a further assessment was made on the nature
of this opportunity. Improvement-driven oppor-
tunity entrepreneurs are defined as those who in-
dicate that they see an opportunity to improve their
livelihoods and thus their motivation is linked to
either earning more money or being more indepen-
dent, as opposed to maintaining income.

Motivation for involvement in TEA matters con-
siderably for the future development of a given econ-
omy. Opportunity-driven entrepreneurship (i.e. fo-
cusing on improvement) is believed to contribute
much more to growth of the economy through inno-
vation and job creation compared to necessity-driv-
en entrepreneurship. Therefore, it is vital to study
the structure and dynamics of individual motiva-
tion for new venture creation. Most entrepreneurs

in Europe are opportunity-motivated. On average,
three-quarters of respondents in the 2017 survey as
well as in the 2016 and 2015 survey stated that they
had chosen to pursue an opportunity as a basis for
their entrepreneurial motivations. Around half were
motivated by opportunity-driven improvement. The
share of necessity-driven entrepreneurs was around
one quarter over the last three years.

In 2017, the highest share of improvement-driv-
en opportunity-motivated entrepreneurs among
early-stage entrepreneurs were in the Netherlands
(72.6%), Switzerland (67.6%) and the UK (60.8%)
and the lowest in Bulgaria (28.5%). Countries with
the highest ratio of necessity-driven entrepreneurs
are Spain (28.3%), Cyprus (28.9%), Bosnia and Her-
zegovina (28.3%) and Bulgaria (26.9%), and the low-
est the Netherlands (7.2%) and Sweden (7.5%). The
Latvian indicator for improvement-driven activities
(46.9%) lies slightly lower than the average for Euro-
pean countries (50.3%) and has decreased over the
last three years (2015 - 51.4%, 2016 - 55.2%).

The Motivation Index (the ratio between improve-
ment-driven opportunity entrepreneurs and neces-
sity-driven entrepreneurs) contributes to a better
understanding of the entrepreneurial capacity of a
country. A high motivation index indicates a high
share of improvement-driven entrepreneurs. This



in turn brings longer-term and more ambitious ex-
pectations related to the venture. The highest mo-
tivation index in 2017 appears in the Netherlands
(10.0). The second highest is in Poland (7.5). The
motivation Index for Latvia in 2017 was 2.1, and for
Estonia - 2.7.

Table 6 in the Appendix shows necessity-, and im-
provement-driven opportunity prevalence rates in
European countries participating in the GEM 2015-
2017 Adult Population Surveys.

A Motivation Index below 1 warns that the major-
ity of early-stage entrepreneurs started their busi-
ness out of necessity. This is what we observe in
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Bulgaria and Macedonia in 2015. In 2016 and 2017
the coefficient was above 1 in all European countries
participating in the GEM survey.

The relative prevalence of an opportunity-motivat-
ed business versus necessity-motivated (no other
options for work) entrepreneurial activity provides
useful insights into the quality of early-stage entre-
preneurial activity in any given economy.

Figure 13 Motivation for entrepreneurship in Latvia, Estonia and on average in Europe, 2015-2017 (% of TEA)
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Analysing motivation over the last three years
for the two Baltic countries and also for Europe on
average, we notice that in Europe half of all entre-
preneurs got involved in entrepreneurial activities
motivated by improvement-driven opportunity and
the share has been rather stable over the last three
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*Ratio between improvement-driven opportunity and necessity-driven entrepreneurs.

years. There has also been a decrease in necessi-
ty-driven entrepreneurship over time in Europe.

Analysing the situation in Estonia, we notice a
decrease in the motivation index (“quality of ear-
ly-stage entrepreneurship”) over the last three years.
To understand the reasons, we analyse motivations
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and see that the share of entrepreneurs motivated
by necessity actually increased (2015 — 13.7%, 2016
-17.7%,2017 - 18.6%), while at the same time a de-
crease occurred in the share of improvement-driven
opportunity entrepreneurship (2015 - 57%, 2017 -
50.9%).

The motivation index for Latvia has fluctuated
over the last three years. There was an increase in
the index in 2016, although in 2017 the share of

1.2.5. INDUSTRY SECTOR PARTICIPATION

Entrepreneurship disrupts most industrial sectors,
forcing significant changes in product and service
offerings, new logistics processes, and new business
models. Thus, the degree of entrepreneurs’ partici-
pation in various industries is of importance. GEM
tracks entrepreneurs the world over in a variety of
industries, striving to assess the intensity of entre-
preneurship activity measured by early entrepre-
neurial activity (TEA) in the top ten industries (see
Appendix Table 7), which are then clustered into five
groups (see Figure 14).

The economic structures of countries and the de-
velopment stages are mutually dependent. The most
prevalent industry sectors in efficiency-driven econ-
omies are wholesale/retail (51%) and ICT, financial
and other services (26%), followed by manufac-
turing (13%). The economic structure of innova-
tion-driven economies? is different: the most prev-
alent entrepreneurial activity is in ICT, financial and
other services (50%), followed by wholesale/retail
(31%) and manufacturing (10%). The differences in
prevalent entrepreneurial activities in specific sec-
tors reflect changes in the relative contributions of
each industry sector in each stage of the country’s
economic development. (Singer, S., et al. (2018).

According to the GEM Executive Report
2017/2018, from a regional perspective, in 2017
Europe reported the lowest level of wholesale/retail
activity among early-stage entrepreneurs at 27.0%,
and one of the highest early-stage levels of entrepre-
neurial activity in ICT, financial and other services
- 48.3%. Europe has one of the highest shares of
entrepreneurs in the agricultural sector (7.1%) com-
pared to other regions. In the manufacturing sector,
entrepreneurship activity in Europe is 8.3%.

necessity-motivated entrepreneurs increased, while
at the same time the number of entrepreneurs mo-
tivated by improvement-driven opportunity de-
creased, causing a decrease in the motivation index
(2016 - 4, 2017 - 2.7). This means that for every ne-
cessity-driven entrepreneur there were 4 improve-
ment-driven opportunity entrepreneurs in 2016,
while in 2017 there were 3 improvement-driven op-
portunity entrepreneurs for every necessity-driven
entrepreneur.

Industry profiles across the individual economies
highlight the diversity of entrepreneurship at both
regional and developmental levels.

On a country level in Europe in 2017, the Nether-
lands (11.8%) and the United Kingdom (9.6%) lead
entrepreneurship activity in the ITC sector. Entre-
preneurial activity in the financial sector is led by
Switzerland (9.2%). Sweden and Italy report 20%
of entrepreneurial activity in professional services.
Croatia and Slovenia report a high rate of entrepre-
neurial activity in administrative services at 12.9%,
and 10.7% respectively. Sweden, France and Cyprus
lead in entrepreneurial activity in personal/consum-
er services at 8.8%, 7.4% and 6.6%, respectively.
Switzerland leads in health, education, government
and social services at 33.8%, followed by Germany
(25.9%) and the Netherlands (25.9%).

In 2017, wholesale and retail were the dominant
industries among both Latvian (23.7 %) and Es-
tonian (22.1%) early-stage entrepreneurs. 16.3 %
of new ventures in Latvia were operating service
businesses in health, education, government and
social concerns (13.8% in Estonia). In third posi-
tion in both countries came manufacturing (Latvia
-12.5%, Estonia 13.6%) and the fourth was agricul-
ture (11.5%) in Latvia and professional services in
Estonia (10.0%).

2Efficiency-driven economies among European countries that have participated in GEM are Bosnia & Herzegovina, Bulgaria, Croatia, Latvia, Poland and Slovakia
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Figure 14 Industry sector participation in Latvia, Estonia and on average in Europe, 2015-2017 (% of TEA)
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If we analyse changes in industry participation
over the last three years, we see that in Europe on
average the situation was quite stable, with almost
no changes in sectoral distribution. In Estonia, no
substantial changes occurred over the last three
years either. In Latvia, the share of early-stage en-
trepreneurs decreased in all of the five groups of sec-

Source: GEM Adult Population Surveys 2015-2017

tors except the share of entrepreneurs who started
their businesses in ICT, finance and other services,
where the share increased from 43.3% in 2015 to
47.9% in 2017. This happened mainly because of
the increase in finance (2015 - 2.0%, 2017 - 5.9%)
health, education and social services (2015 — 9.3%,
2017 - 13.8%) sectors.

1.2.6. INCLUSIVENESS OF ENTREPRENEURSHIP

After this snapshot of early-stage entrepreneurial
activity in Europe as well as motivations for involve-
ment in TEA and industry sector participation, we
will proceed with the inclusiveness of early-stage
entrepreneurial activity, starting with age inclusive-
ness and then proceeding with gender aspects of
TEA.

... 'being entrepreneurial is not exclusive of a spe-
cific age group. Due to many reasons (lack of re-
sources among younger persons, lack of regulato-
ry conditions for entrepreneurial activity of 60+),

some age groups are less presented in early-stage
entrepreneurial activity...this is a complex policy
issue (involving many aspects of entrepreneurial
framework conditions, like access to finance, taxa-
tion policy, retirement policy, etc...) ” [GEM Execu-
tive Report 2016/2017]
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Figure 15 Early-stage entrepreneurial activity rates among age groups in Europe and the Baltic states, 2015-
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There is a common pattern worldwide that the older has been observed over the last three years,
highest prevalence of entrepreneurial activity is
among those aged 25-34 years and 35-44 years. At
the regional level, Europe on average has the lowest
TEA of all regions in all age groups; still the highest
proportion of early-stage entrepreneurs is in the age
groups 25-34 and 35-44 (10.9% and 10.2% respec-
tively).

Now we will proceed with the gender dimension of
TEA in Europe on average and in both of the Baltic
countries under comparison. Figure 16 presents the
ratio of female and male TEA as well as the female
and male ratio of improvement-driven opportunity
entrepreneurship rates.

In 2017, similarly to the previous years, men are
more likely to be involved in entrepreneurial activity
than women. Due to a combination of cultural, soci-
etal and economic reasons as well as other factors —
for example, access to childcare infrastructure — ear-
ly-stage entrepreneurial activity is gender-sensitive
and dominated by men.

Entrepreneurial activity among the age groups 25
- 34 and 35 - 44 years is the highest also in Lat-
via (19.6%, 17.3%) and Estonia (25.3%, 23.5%).
Besides, young Latvians (19.7%) and Estonians
(24.6%) in the age group 18 — 24 are also very active
in terms of entrepreneurship; this is also true for

older Estonians aged 45 - 54 (16.1%).
In Europe on average as well as in Latvia and Es-

tonia, for every ten male entrepreneurs there are
around six female entrepreneurs. From a regional
perspective, Europe reports the lowest female in-
volvement in early-stage entrepreneurial activity
(6.1%). The highest ratio of female/male entrepre-
neurship in Europe in 2017 is observed in the Neth-
In Estonia significant and steady growth in entre- erlands (0.89) and Spain (0.82).
preneurial activity among Estonians aged 35 and

TEA rates in Latvia in all age groups are higher
compared to the average in Europe, with one excep-
tion. Involvement of individuals aged 55-64 years
still lags behind. In 2017, 4.3% of 55-64 year-old
Europeans were involved in TEA, whereas in Latvia
the rate was only 2.6%.



GEM Latvia Report 2015 - 2018

Figure 16 Early-stage entrepreneurial activity rates in Europe and the Baltic states by gender, 2015-2017
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Analysing the quality of entrepreneurship from
the gender perspective, we see that during the pre-
vious three years (2015-2017), women were slightly
less likely to start businesses driven by opportunity
motives, compared to men in Europe, on average.
However, in Estonia both in 2015 and 2016 slightly
more females started business because of improve-

1.3. ENTREPRENEURIAL ASPIRATIONS

Entrepreneurship is a major driver of economic
growth. It contributes to enhancing quality in sec-
tors, economies, and whole countries (Ribeiro &
Huarng, 2013). It is vital for the creation of new
economic activities, for a dynamic and competitive
market, for the creation of new jobs and wealth. For
this reason, one priority target on political agendas
(it is not the only objective) is to boost, support and

1.3.1. GROWTH ORIENTATION

Job creation is a key to achieving the sustainable
and inclusive growth needed to generate national
wealth and reduce poverty. GEM asks early-stage

2015 2016 2017

Source: GEM Adult Population Surveys 2015-2017t

ment-driven opportunity motives compared to
men. The same situation was also observed in Latvia
in 2017.

Narrowing the gender gap in terms of entrepre-
neurial activity remains a priority focus for policy
makers in all economies.

accompany new entrepreneurial initiatives towards
fulfilling their potential, not least in terms of inno-
vation and creation of new jobs.

GEM measures the aspiration levels of entrepre-
neurs as to development of their enterprises using
the following measures: job (growth) expecta-
tions and product and/or market innovation.

entrepreneurs how many employees (other than
the owners) they currently have and expect to have
in the next five years. The difference between these
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data represents their growth expectations.

GEM study divides expected growth into three dif-
ferent categories:

+ solo (no employees - just the entrepreneur in
person) and low (1-5 employees);

» medium (6-19 new employees); and

+ high (20 or more new jobs created over the
coming five years).

Overall, job expectation patterns in Europe were
relatively the same in the last three years. On av-
erage, in Europe, most entrepreneurs (44%) expect
to create no jobs in the next five years, while few
(about 20%) expect to create six or more jobs. The
high levels of entrepreneurs with no future hiring
expectations requires serious attention by policy
makers in identifying constraints: rigid labour reg-
ulations, poor availability of skilled educated labour,
and limited access to entrepreneurial finance. Such
constraints may deter entrepreneurs from attempt-
ing to grow their ventures measured by new employ-
ment.

In 2017, Estonia (27.2%) and Latvia with 27.5% of
entrepreneurs forecasting the creation of 6 or more
jobs over the next five years ranked 4th and 5th in
Europe, after Switzerland (33.2%), Croatia (30.4%)
and France (27.9%).

Variations within Europe are the least in the cate-
gory of entrepreneurs that do not expect to create
any new jobs, whereas variations are highly visible
in categories of entrepreneurs that expect to create
jobs. For policy makers it should be of interest to
establish why such variations exist. For example,
entrepreneurs expecting to create 6 or more jobs in
the next five years vary in their expectations from
1.7% in Bosnia and Herzegovina, 6.3% in Sweden to
33.2% in Switzerland. From a policy -making point
of view, it is important to institute policies, pro-
cesses, regulations, training and education aimed
specifically at supporting those entrepreneurs with
viable medium-to-high growth aspirations in order
to optimize their impact on economic growth and
job creation.

Figure 17 Growth expectation in Europe and in Latvia and Estonia, 2015-2017
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We proceed to analyse changes in the growth aspi-
rations of Latvian entrepreneurs over the last thir-
teen years.

There is a strong cyclical component: during boom
years, an increasing proportion of early-stage en-
trepreneurs in Latvia had rather high ambitions in

2016

2017 2015 2016 2017

terms of growth (see Figure 18). Following the eco-
nomic downturn in 2009, a huge drop occurred in
entrepreneurial growth aspirations. After the 2009
drop, the share of ‘growth-ambitious’ entrepreneurs
started to increase again, reaching a peak in 2012,
when almost half of all early stage entrepreneurs
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Figure 18 High growth creation expectation (6 and more employees) in Latvia, 2005-2017 (% of TEA)
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in Latvia were planning to create 6 or more jobs in
5 years. Afterwards, the growth ambitions of Lat-
vian early-stage entrepreneurs steadily decreased
(Krumina & Paalzow, 2017). In 2017, slightly less
than one third of all Latvian early stage entrepre-
neurs were growth-ambitious. However, it should

1.3.2. INNOVATION

The last measure of entrepreneurial aspirations is
innovation. In the GEM framework innovation is
measured by assessing the degree to which a prod-
uct or service is new to customers (product in-
novation) and whether other businesses offer the
same product or service (market/industry inno-
vation).

Entrepreneurship and innovation go hand in hand.
Schumpeter himself (1934), the father of innova-
tion economics, used to define entrepreneurs as
the main actors of the innovative process. Indeed,
entrepreneurs have a way of disrupting the market
balance by introducing new combinations of goods
and services, new production processes, new forms
of procurement and logistics, but also — and more
and more frequently — new business models. Far
from just meaning ‘doing better’ or ‘optimizing’,
innovation also means ‘doing differently’; it means
constantly trying to satisfy the changing — and ever

2011
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2013
2014
2015
2016
2017

Source: GEM Adult population Surveys 2015-2017

be noted that applied business models, which are
emerging from implementation of digital technolo-
gy, might enable entrepreneurs to operate on their
own, or with fewer employees, than was the case
some years ago.

more rapidly saturated — demands of consumers
and society. An internal strategy for innovation is a
vital resource with which organisations can seek to
acquire competitive advantage. GEM monitors the
innovative orientation of entrepreneurial activities
as manifested in the introduction of new goods and
services (for all or part of their customers), as well
as in their uniqueness. In general, there is a direct
connection between a country’s average levels of in-
novation and its economic development.

The more intense a nation’s innovative activity, the
greater its competitiveness. There are several rea-
sons for the consistent finding that innovation lev-
els tend to be linked to the economic development
level. More developed economies tend to have high-
er levels of protection of intellectual property, and
academic education is more readily available. Fur-
thermore, a higher proportion of the workforce par-
ticipates in sophisticated industry sectors, such as
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information and communication technology (ICT),
as well as professional and other service industries.
Coupled with greater access to advanced technolo-
gies, this may encourage entrepreneurs to be more
innovative (Singer, et al. 2018).

The highest innovation levels in 2017 are reported
by Luxemburg at 57.1% and France, at 48.6%. The
lowest innovation rates are measured in Bosnia and
Herzegovina at 10.9%. Comparing countries, we
have to bear in mind that what might be considered
innovative in one country may not be new in anoth-
er.

Estonian entrepreneurs became less innovative
over the last three years. The level of innovativeness
of Latvian entrepreneurs was rather stable and very
similar to the observable European average. In 2017,
the percentage of Latvian entrepreneurs introduc-
ing new or unique products to some or all of their
customers was set at 28 %, almost at the same level
as on average in Europe. The percentage of Estonian
entrepreneurs introducing new or unique products
to some or all of their customers was slightly higher
and amounted to 30.2%.

Figure 19 Innovation in Europe, on average and in two of the Baltic states, 2015-2017 (% of TEA)

INNOVATION
(product is new to all or some customers
AND few/no businesses offer
the same product)

2017

Source: GEM Adult population Surveys 2015-2017

. Europe average

. Latvia

Estonia
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2. ENTREPRENEURIAL FRAMEWORK CONDITIONS

In an attempt to assess the national entrepreneur- provides insights from experts in each economy
ial environment, the GEM expert survey also ad- on nine Entrepreneurial Framework Conditions
dresses factors of overall national socio-economic (EFCs), i.e. factors that influence the overall climate
environment that are believed to have a significant for entrepreneurship and hence the level and nature
impact on economic development and entrepre- of entrepreneurial activity.

neurship. The GEM National Experts’ Survey (NES) Table 1 presents these nine factors.

Table 1 GEM’s key entrepreneurial framework conditions

ENTREPRENEURIAL FINANCE.
1.  Theavailability of financial resources - equity and debt - for small and medium enterprises (SMEs) including
grants and subsidies.

GOVERNMENT POLICY.
The extent to which public policies support entrepreneurship. This EFC consists of two components:

2a. Entrepreneurship as a relevant economic issue and
2b. Taxes or regulations are either size-neutral or encourage new and SMEs.

GOVERNMENT ENTREPRENEURSHIP PROGRAMMES.
3.  The presence and quality of programmes directly assisting SMEs at all levels of government (national,
regional, municipal).

ENTREPRENEURIAL EDUCATION.

The extent to which training in creating or managing SMEs is incorporated within the education and
training system at all levels. The EFC consists of two components:

4a. Entrepreneurship Education at basic school level (primary and secondary) and

4b. Entrepreneurship Education at post-secondary levels (higher education such as vocational, college,
business schools).

R&D TRANSEER.
5.  The extent to which national research and development will lead to new commercial opportunities, and is
available to SMEs.

COMMERCIAL AND LEGAL INFRASTRUCTURE.
The presence of property rights, commercial, accounting and other legal and assessment services and
institutions that support or promote SMEs.

ENTRY REGULATIONS.

This EFC contains two components:

7a. Market dynamics: the level of change in markets from year to year, and

7b. Market openness: the extent to which new firms are free to enter existing markets.

PHYSICAL INFRASTRUCTURE.
Ease of access to physical resources — communication, utilities, transportation, land or space - at a price that

does not discriminate against SMEs.

CULTURAL AND SOCIAL NORMS.
9.  The extent to which social and cultural norms encourage or allow action leading to new business methods or
activities that can potentially increase personal wealth and income.

Source: GEM Executive Report 2017
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Experts’ responses are measured on a 9-point
Likert scale to achieve greater accuracy and sensitiv-
ity. The statements are phrased so that a score above
5 would indicate that the expert regarded the factor
asrather positive for entrepreneurship, while a score
below 5 would indicate that the expert regarded the
factor as somewhat negative for entrepreneurship.

Table 8 (see Appendix) provides an overview of the
results of each EFC for European countries partic-
ipating in GEM in 2015, 2016 and 2017. The table
shows the rates on a 1-9 scale for the main EFCs
analysed in the economy. The highest-rated EFCs
in each country are highlighted in grey and the low-
est-rated EFCs are highlighted in violet.

Entrepreneurial education at basic level (prima-
ry and secondary education) is rated as one of the
most negative framework conditions by a majority
of European countries. Experts overwhelmingly rec-
ommend entrepreneurship as a pedagogical tool, es-
pecially in the early years of schooling. This was true
three years ago and is still relevant in 2017.

The most negatively valued framework condition
by Latvian experts in 2015 was R&D transfer: the
extent to which national research and development
leads to new commercial opportunities and is avail-
able to SMEs. Both in 2016 and 2017 experts see
major potential for improvement in the area of gov-
ernment policy, mainly taxes or regulations that
are supposed to encourage SMEs are rated the most
negatively.

Physical infrastructure (roads, utilities, communi-
cations, water disposal) year after year obtain the
highest evaluations in experts’ ranking in Europe,
on average. However, in 2015 Portuguese experts
most positively rated government policy in terms
of taxes and regulations, while experts in Romania
identified commercial and legal infrastructure as the
most positive framework condition in their coun-
try. For two years in a row (in 2016 and in 2017)
experts in Ireland rated the presence and quality of
programmes directly assisting SMEs at all levels of
government (national, regional, municipal) as the
most positive framework condition in Ireland.

EFCs, evaluated by national experts as being most
positive in Latvia in 2017, are physical infrastruc-
ture, commercial infrastructure and social and cul-
tural norms. Government policy, R&D transfer and
entrepreneurship education at basic school level
(primary and secondary) are the three EFCs with
the lowest scores by Latvian experts.
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CONCLUSIONS

The main finding of the current Global Entrepreneurship Monitor Latvia Report is the existence of an
untapped entrepreneurial potential in Latvia — a potential, which if substantially realised, could contribute
to the well-being of the nation.

The main factors hindering the realisation of this potential are institutional factors such as regulations,
the judicial system and the societal attitude towards entrepreneurial failure.

IN PARTICULAR:

« For Latvia where there is a higher share of the population possessing subjective entrepreneurial skills
than seeing opportunities for business and where the fear of failure has increased over the last years, the
challenge facing policymakers being how to improve the overall entrepreneurial framework (or external
enablers) to make it more ‘entrepreneurship friendly’ as well as ‘failure friendly’. Examples of measures
to be considered include reforming the legal and overall judicial system, reforming regulations that are
supposed to encourage SMEs, to ease the financial and juridical consequences of business discontinuation
(regulatory system) and reduce bureaucracy, as being one of the main reasons for business discontinua-
tion in Latvia in the last two years. These policies should be seen as a necessary supplement or support to
policies to raise entrepreneurship awareness by introducing entrepreneurship in curricula at all levels of
education and at basic school level, in particular.

In order to help women as well as the older age group (55-64 years old) to realise their entrepreneurial
goals, more consistent long-term interlinked policy measures as well as an institutional framework and
supply of services are needed.

The observed decrease in hiring expectations requires serious attention from policy makers in identifying
constraints (rigid labour regulations, poor availability of skilled educated labour, and limited access to
entrepreneurial finance).

It is important to institute policies, processes, regulations, training and education aimed specifically at
supporting those entrepreneurs with viable medium-to-high growth aspirations in order to boost their
impact on economic growth and job creation.
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SECINAJUMI

GEM Latvija Globala Uznémeéjdarbibas Zinojuma rezultati norada uz nerealizétu uznéméjdarbibas po-
tencialu Latvija. Galvenie faktori, kas kave §i potenciala realizaciju, ir institucionalie faktori, tadi ka no-
teikumi un reguléjumi, it ipasi MVU joma, un sabiedribas attieksme pret neveiksmigas uznéméjdarbibas
nelabvéligajam sekam.

« Latvija, kur salidzinosi lielakajai iedzivotaju dalai piemit augstaks uznémeéjdarbibas spéju pasvértéjums,
neka spéja saskatit biznesa iespéjas, un kuras iedzivotaju bailes no neveiksmes biznesa pedéjo gadu laika
ir palielinajugas, politikas veidotaju izaicinajums ir uzlabot kopéjo uznémeéjdarbibas vidi, lai padaritu to
“uznémeéjdarbibai draudzigaku”, ka ari draudzigaku tiesi biznesa neveiksmes gadijumos. Iespéjamie pasa-
kumi ietver juridiskas un kopéjas tiesu sistémas parveidosanu un reguléjumu reformésanu, kas paredzéti
MVU atbalsti$anai, lai atvieglotu finansialas un juridiskas sekas uznémeéjdarbibas partrauksanas gadijuma
(reguléjuma sistéma), un birokratiska sloga mazinasanu, kas pédéjo divu gadu laika ir viens no biezaka-
jiem iemesliem, kadél tiek partraukta uznémeéjdarbiba Latvija. Sie pasakumi bitu jauztver ka neatnemams
valsts politikas papildindjums un atbalsts, kas uzlabotu izpratni par uznémeéjdarbibu, jo seviski, ievie$ot
un iesaistot uznémeéjdarbibu macibu programmas visos izglitibas limenos, tai skaita pamatskola.

« Lai palidzétu sievietém un gados vecakiem iedzivotajiem (55 — 64 gadi) apzinaties un sasniegt savus bi-
znesa mérkus, ir nepiecieSami saskanoti, savstarpéji saistiti ilgtermina politikas pasakumi, ka ari insti-
tucionalais ietvars un attiecigo pakalpojumu nodro$inajums.

« Samazinajums nodarbinatibas (jaunu darbavietu radi$anas) prognozés uznéméju vidu prasa ipasu uz-
manibu no politikas veidotaju puses, veltot to tie$i nodarbinatibas ierobezojumu identificé$anai (stin-
grs darba attiecibu reguléjums, kvalificéta darbaspéka trukums, ierobeZota piekluve uznémeéjdarbibas
finanséjumam, utt.).

« Ir svarigi ieviest tadus reguléjumus, metodes, apmacibas un izglitibas programmas, kuru meérkis ir ipasi
atbalstit uznémeéju tieksmi augt, lai palielinatu ietekmi uz valsts izaugsmi un darbavietu radisanu.
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APPENDIX

Table 2

Austria
Belgium
Bosnia and Herzegovina
Bulgaria
Croatia
Cyprus
Estonia
Finland
France
Germany
Greece
Hungary
Ireland

Italy

Latvia
Luxembourg
Macedonia
Netherlands
Norway
Poland
Portugal
Romania
Slovakia
Slovenia
Spain
Sweden
Switzerland
Turkey
United Kingdom
Average

ENTREPRENEURSHIP

AS A GOOD
CAREER CHOICE

2015 12016 2017
5420 - 1 -
- - e
575 1529 | 543
615 62,2 62,2
- 1727 66,2
534532 542
3204030 -
- 1571 591
50,8 518 513
609 636 634
484 528 -
52,6 1563 ' 532
609 | 633 | 64,2
575 552 575
441421 830
671 648 -
792779 810
605 619 793
634 688 -
4 - -
508 506 476
53,7 1568 55,1
53,2 53,7 538
527536 | 53,6
400 389 530
- 808 -
578 1 58,8 | 556
559 579 585
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HIGH STATUS
TO SUCCESSFUL
ENTREPRENEURS

2015 20162017
5450 - -
- 656
715 669 | 68,0
43 456 477
657 615
626 636 647
8491830 -
- 690 | 742
757 1789 1 779
678 659 665
684 710 -
80,3 | 831 819
69,0 1 697 | 73,2
582 578 565
68,8 1 69,6 ' 70,0
571 1585 -
645 602 | 675
55,756, | 677
629 634
750
642 601 600
70,0 1 69,0 1 734
4841507 | 479
698 699 1 70,5
665 660 732
-1 -
792772 1 756
660 664 673

MEDIA
ATTENTION FOR
ENTREPRENEURSHIP

20152016

2017

- 264
493 1407 | 476
475 1 472 48,1
- A0S
491 1527 610
681 714 -
- 1452 470
498 50,5 495
380 385 44
33,4 1406 -
674 72,2 729
4851523 | 549
548 563 56,2
44,0 1459 1487
711 607 -
577513 1632
51,5577 505
716 1688 -
674 - @ -
540 609 | 590
60,3 1659 72,7
469 1 496 1509
613 62,0 647
595 583 590
- 558 -
611 611 /585
551 548 543

*Denominator: the 18-64 age group perceives good opportunities to start a business
Source: GEM Adult Population Surveys 2015-2017

PERCEIVED
OPPORTUNITIES

2015 2016 2017
-8 -
403 - -
SRR V!
158 1210 1195
223 1246 336

13591510
5141523 610
486491 -

- 1286341
383 1376 | 42,0
142 130 137
253301 -
394 1452 445
257 1286 288
347319 363
48,2 1498 1548
378 384 -
48,4 543 1 64,1
689 - |
329 1395 68,8
2811295 |
33
264230 1258
20,5 1253 1346
260 1256 319
02 785795
ng 04472

- 496 -
16 023 80
367 35 414

PERCEIVED
CAPABILITIES

2015 2016 2017
- 496 -
319 - 1 -
SRS 1
35,2 1397 384
475 150,21 50,8
- 524 464
440 8] 497
340358 -
- 13631363
362 | 374 | 375
468 47 B4
387 1384 -
450 1 449 ' 42,2
305312304
91 499 490
44,0 1 40,8 1 409
544 1545 -
406 412 | 446
08 -
559 1602 ' 524
489 ' 424
463 |
524 440 1 485
486 1 51,8 1 533
453 1467 448
367355 345
40 B3 4
- 5420 -
43,6 480 48,2
B1 45 B4

FEAR OF FAILURE

201512016 2017

B30251 209
344358 26,6
- 15021559
393 412 318
3260376 -
- 1403 1391
23410 363
469 527555
a8 42 -
409 1396 ' 39,2
575 1494 | 494
386 411 423
4,61 458 47,0
3431344 -
3321379 1297
BA - -
478 476 1344
408 381 -
05 - -
B7 397 328
32,4 1338 3138
39,2 1389 1392
365408 1367
B8 32 295
- 3090 -
3491352 1359
391 395 370

Entrepreneurial Attitudes and Perceptions in Europe, in 2015 -2017 (% of the adult population)

ENTREPRENEURIAL
INTENTIONS

2015 2016/ 2017
- 104
09 -
-4
53 071050
172 1182 175
- 1670167
167 164 181
1091040 -
- 157176
62 72
81 7
B -
129 M9
10,1103
22189 173
13,5119 1,0
B3 U9 -
94 | 74 | 8]
20,0208 97
162 133 -
900 - -
1571 80 | 90
91 114 142
56 51056
84 84 8
7079 105
- 3030 -
82 91 73
128 130 108

72
83
14,8
146 |
82 |
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Table 3 Phases of entrepreneurial activity in Europe , 2015 — 2017 (% of the adult population)
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Belgium 45 0 - - |20 0 - - 62 - - fer - -3 - - 19 -
Bosnia and Herzegovina = - 12,5 = o 11,4 = o 14,0 o o 10,5 = © 11,4 o o 11,3
Bulgaria 20 126 18 [15 122 120 |35 148 (37 |04 109 05 |54 062 65|14 19 13
Croatia 51 061 61 |26 (25 29 [77 84 89 |49 53 48 |28 42 44 | 29 | 43 | 40
Cyprus - 0T76 136 | - 145 138 | - 120 073 | - 56 18| - 182 89| - | 41 | 43
Estonia 87 (17 134 |47 48 62 |11 162 194 [63 63 91 |77 78 M4 |20 42 44
Finland 40 42 28 027 - |66 67 0 - |58 56 - [102: 73 - [27 520 -
France - o031 029 - 23 - 53 39| - 36 039 - 43 36| - 210033
Germany 28 129 34 |19 17 120 |47 46 053 |45 51 057 |48 70 61 |18 0 16 . 16
Greece 39 032 023 [28 26 26 |67 (57 48 |10 14 09 [1B1 W1 24|34 41 5
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Ireland 65 70 58 [30 44 13393 109 89 |66 62 55|56 44 44|31 0 31 33
Italy 32 023 027 |17 22 017 |49 a4 43 |14 021 b 24 a5 52 060 [ 19 012 2
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Macedonia 30 134 0 - 31 031 0 - |61 165 - |23 14 ! 59 172 0 - |23 210 -
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Norway 7 S I T R 7 2R B A XTI (YT SN I VRN
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Source: GEM Adult Population Surveys 2015-2017
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Table 4 Employee entrepreneurial activity in Europe, in 2015 — 2017 (% of the adult population)

EEA

w5 006 2017
Austria - 73 -
Belgium 6,1 - -
Bosnia and Herzegovina - - 0,5
Bulgaria 04 09 05
Croatia 49 53 48
Cyprus - 5,6 18
Estonia 6,3 6,3 91
Finland 538 5,6 -
France - 36 39
Germany 45 | 51 | 57
Greece 1,0 14 09
Hungary 2] 3,0 -
Ireland 6,6 : 6.2 : 55
Italy 14 3 2] 3 24
Latvia 33 Y 4
Luxembourg 64 72 8,0
Macedonia 23 14
Netherlands 6,3 7,6 76
Norway 99 - -
Poland 4,0 52 32
Portugal 4,0 24 -
Romania 46 - -
Slovakia 36 B 26
Slovenia 5,6 47 6,0
Spain 11 3 27 3 14
Sweden 64 6l 62
Switzerland 6,5 6,1 438
Turkey - 36 -
United Kingdom 4 7,0 8,0
Average 45 45 44

Source: GEM Adult Population Surveys 2015-2017
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Table 5 Main reasons for business discontinuation in Europe, 2015-2017
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Table 6 Motivation for early-stage entrepreneurial activity in Europe in 2015-2017, (% of TEA)
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Finland 66 . 67 : - | 150 71 . - |84 83 @ - |60 686 @ - | 42 0 97 | -
France -o0s3 39 | - 06 | - 85 76 | - 6% 615 | - 63 | 30
Germany 47 46 053 [ 28 L ma 802 756 0 790 | 642 1581 1 599 | 37 27 | 54
Greece 67 57 48 | 223 340 ' 202 | 754 652 @ 798 | 344 361 370 [ 15 11 18
Hungary 79 079 0 - | B2 w1 - |76 74 - | 505 526 0 - | 22 | 26 | -
Ireland 93 109 89 | 193 | 156 209 | 798 | 826 765 | 385 494 521 | 20 | 32 | 25
Ttaly 49 1 44 0 43 | 187 1109 140 | 747 857 752 [ 300 | 403 0352 | 16 37 25
Latvia 141 142 142 [ 171 0 139 0 227 | 805 | 828 720 | 514 552 469 | 30 40 21
Luxembourg 02 092 091 |93 12 | 16 |82 | 843 | 802 | 522 | 541 | 553 | 56 | 48 | 4
Macedonia 61 0 65 © - |21 0389 0 - |41 5530 - |27 54 - |05 07 | -
Netherlands 720010 99 | w7 i1 D72 [ 818 776 838 | 653 | 675 | 726 | 45 | 32 100
Norway 5 1 = | = 106 @ - @ - 815 P 664 - o - 63 ¢ - 1 -
Poland 92 1107 | 89 | 281 266 | 90 | 693 | 711 | 902 | 464 ! 520 | 676 | 17 | 20 | 75
Portugal 95 82 . - |45 08 - | B 77 - |39 osss . - |15 27 -
Romania w08 - - s - - |63 R I I
Slovakia 96 95 M8 | 311 402 : 348 | 684 : 550 : 614 | 513 418 475 [ 17 10 14
Slovenia 50 80 69 | 237 1218 196 | 730 757 | 740 | 449 | 581 484 | 19 | 27 | 25
Spain 57 052 0 62 | 48 260 | 283 | 735 | 702 | 685 | 445 | 486 . 482 | 18 | 19 | 17
Sweden 72076 073 | 92 45 75 | 767 830 | 768 | 526 | S35 | 448 | 57 | 1B | 59
Switzerland 73 082 85 | 101 141 139 | 854 86 787 | 658 721 676 | 65 51 49
United Kingdom 69 | 88 84 | 239 ' 135 ' 136 | 743 832 ' 822 | 512 508 608 | 21 38 : 45
Average 78 85 81 | 24 05 97 | 737 762 754 | 475 516 503 | 28 35 34

*Ratio between improvement-driven opportunity and necessity-driven entrepreneurs.
GEM Adult Population Surveys 2015-2017




Table 7

Austria
Belgium
Bosnia and Herzegovina
Bulgaria
Croatia
Cyprus
Estonia
Finland
France
Germany
Greece
Hungary
Ireland

Italy

Latvia
Luxembourg
Macedonia
Netherlands
Norway
Poland
Portugal
Romania
Slovakia
Slovenia
Spain
Sweden
Switzerland
United Kingdom
Average

2015

31

46
16,5

73
84

31
121
12,0
49
79
10,6
32
A
54
87
22
26
24,0
44
96
47
88
35
18
78

AGRICULTURE

2016
3,8

55
16,3
35
6,9
81
56
12
77
8,6
2,6
14,0
151
14
14,7
29

2,4
13

23
31
34
6,6
59
15
6,4

2017

20,0
15,0
20,6
0,0
59

70
3.2
40

49
173
15
12

0,6

2015
49

6,1
39

89
13,6

6,7
31
13,5
8,2
51
13
2,6
38
10,8
59
199
6,2
83
109
5.2
3,7
4,7
6,3
74
75

MINING

11
31
4,0
91
114
12,8
6,6
21
10,6
75
6,3
13,2
6,1
95
12,6

13,1
35

119
59
4,2
47
34
9,0
73

2017

12,6
4,2
6,8
74
75

49
51
11

71
3,0
8,5
6,6

75

10,7

79
50
20
43
50
14,4
6,6

2015
6,4

91
141

12,6
6,9

75
72
7,6
438
8,0
13,8
2,7
171
3.2
79
79
59
51
1,5
13,2
58
16
10,7

8,2

MANUFACTURING

>N o
o =
(=

98
17,0
6,4
14,3
45
51

99
6,8
78
40
10,0
10,4
38
14,7
3,0

54
8,2

85
16,8
56
54
42

6,6
81

2017

13,2
97
13
29
13,6

53
4,6
39

77
10,5
12,5
78

50

79

8,8
10,3
93
81
8,0
54
83
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2015
5,6

6,0
19

53
0,7

15
43
2,8
2,5
23
58
31
2,7
2,6
1,6
39
3,0
3,6
2,7
35
2,8
2,7
2,8
41
3,2

TRANSPORTATION

44
37
35
19
52
65
13
18
6,6
35
44
50
31
28
40

4,8
4,8

28
17
44
14
32
21
36

2017

0,4
4,0
26
0,0
3,0

55
17
0,0

3,0
15
2,7
09

4]

73

33
50
3,0
33
0,8
35
2,8

2015
234

471
21,0

22,7
13,2

20,4
4,8
36,0
283
313
24,0
274
333
18,6
141
19,9
21
30,4
20,8
20,2
37,2
26,3
16,1
22,5
26,6

WHOLESALE/RETAIL

2016
214

571
214
4,0
19,4
21,0
19,4
20,4
47,6
28,0
32,7
24,8
29,0
233
34,6
24,8

22,0
350

23,2
20,3
352
173
20,1
28,8
2738

2017

B4
45,1
25,1
454
2,1

21,1
26,8
50,8

28,3
27,8
23,7
27,6

13,2

33,6

274
19,5
321
15
17,0
17,6
27,0
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H = 2z 2z | 23X | 33
=S = S =4 =ES gﬂ
=5" & = 28R 2
o ‘-‘:‘\D e
2015 2006 2017 [ 2015 2016 2017 | 2015 2016 2017 [ 2015 2006 2017 | 2015 2016 2017 | 2015 2016 2017
Austria S Y I 7 7 N T BRI
Belgium 8 - - e - - 220 - - 23 - -y - - 6T -
Bosnia and Herzegovina - - 3,6 - - 0,0 - = 77 - = 35 - 313,8 - - 31,8
Bulgaria 310000 041 [ 00 0 22 000 [ 30 0 78 69 | 31 033 000|166 77 96 | 15 0 00 & 13
Croatia 42 057 osa [ 30 030 03 |07 85 38 [ 56 38 129|168 62 &7 [ 23 13 25
Cyprus S A5 24 | - 39 14 - 093 96 | - 43 6 - 0170 0182 - 26 1 66
Estonia 85 ' 58 ' 57 | 20 ' 40 ' 59 | 17 @ B4 100|533 63 65| 93 98 18| 65 91 | 60
Finland 69 © 75 . - |39 031 - | w7 om4 - |62 54 - |24 1640 - |30 60 | -
France Soost e | o s - o4 63| - 78 98| - w3 4| - 49 74
Germany 75 0 88 80 | 55 34 65 100 78 126 | 38 50 : 20 | 290 : 290 : 259 | 49 : 65 : 36
Greece 15 018 21|38 0 18 31 |83 0 85 62|59 @ 54 59 133138 15|08 @ 27 @ 54
Hungary 07 © 51 - |34 83 - |45 100 - |40 38 - | w2 82 - |12 31 -
Ireland 100 58 0 82| 26 18 | 14 [ 140 M8 BT | 38 0 57 035 [164 0 193 13 | 46 0 53 | 48
Italy 10 041 009 | 07 024 0 19 [ 1090187 1198 | 90 1 15 ¢ 73 [ 204 0 94 94 | 34 | 44 | 07
Latvia 48 26 26 [ 14 018 31 | 90 54 0 99 | 46 30 @ 64 | 111 104 163 | 37 . 41 27
Luxembourg 94 ' 98 78 | 89 ' 65 | 67 | 167 1 127 | 145 | 40 | 38 64 | 172 0 209 168 | 47 | 87 | 38
Macedonia 16046 - |00 00 - |54 520 - |54 05 - |01 240 - [37 010 -
Netherlands 47 029 M8 |39 157 123 | 189 1 100 40 | 65 1 94 78 [ 182 0220259 | 72 1 25 | 32
Norway 85 1 - 1 - |46 - 1 - a5 - ¢ - |24 - ¢ - |58 - ¢ - |90 - i -
Poland 78 071 030 | 22 065 056 | 11155 0 69 | 39 42 0 17 | 190 0155 210 | 23 ¢ 36 08
Portugal 19058 0 - [ 25 18 - |9 46 - 5164 - |90 1520 - |27 0330 -
Romania 520 - - a3 - - les - - s - a3
Slovakia 38 028 28 [ 109 62 0 74 | M5 96 149 [ 82 62 37 | 148 243 205 05 0 23 : 14
Slovenia 71 067 0 81 | 26 058 © 41 | 87 131 152 18 22 107 [ 245 194 12| 36 49 49
Spain 83 50 0 73 [ 22 033 0 39 [ 141 13 28| 49 35 30 | 15172 195 | 29 0 50 | 37
Sweden B4 00087 | 28 0 45 0 38 [ 156 W5 202 | 12 0 85 44 |71 91 W | 56 0 78 | 88
Switzerland 54 077 018 | 27 57 0 92 | 189 181 ¢ 68 [ 55 ¢ 49 103 | 272 222 38| 09 . 47 : 36
United Kingdom 00 86 96 | 26 63 56 | 161 129 197 | 69 69 73 | 194 123 49 | 33 50 ! 15
Average 62 58 55|32 43 39 | M8 M2 M6 | 47 49 60 | 13 163 W6 | 36 43 37

Source: GEM Adult population Surveys 2015-2017
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Table 8 Entrepreneurship framework conditions: main indicators in Europe, 2015-2017

2015
[ e e s RSN AR ERNENNeN 1 Entrepreneurial finance
Belgium 53 | 65 |32 |48 | 31 54 | 46 | 6.2 | 48 | 5.1 6.4 | 4.1
Bulgaria a4 120 28134 126 22136 152136 130 6835 2a Government policies: support and relevance
Croatia 33 |28 |20 |32 19 | 35 [ 29 | 43 | 6.1 30 | 65 | 26 L
Eotonia 2o TEE a0 Tao Tan T as Tas 52 Tea 157 75 157 2b Government policies: taxes and bureaucracy
Finland 43 | 54 |49 | 46 | 39 | 42 | 39 | 57 | 54 | 46 76 | 45 3 Government entrepreneurship programs
Germany 43 |43 |39 |56 [27 |41 |40 |59 |45 |52 |64 |42
Greece 30 [29 |23 ] 28 |27 |46 [38 |45 |50 |31 |61 |36 4a Entrepreneurial education at school stage
Hungary 40 | 27 |24 |32 |23 |43 |36 |44 |55 | 38 | 6.1 3.2
Ireland 54 (49 |48 |59 [36 |49 |46 |61 |39 |52 |68 |54 4b Entrepreneurial education at post school stage
Italy 4.0 | 3.1 24 |33 (3.0 |43 |39 |43 |43 |42 |51 35
Japan 42 [50 [ 37 | a1 [237| a2 [ 45 |35 |65 | 43 | 69 | 3.8 5 R&D Transfer
Latvia 45 (37 |38 |47 [ 40 |54 [35 |61 |48 |45 |67 |48 ) )
Luxembourg 41 (53|56 |60 |35 |54 [54 |60 |38 |55 68|41 6 Commercial and legal infrastructure
Macedonia 40 | 40 | 46 | 44 | 356 | 49 | 41 5.1 57 | 37 | 6.5 | 41 7a Internal market dynamics
Netherlands 57 |54 |58 |58 [49 |56 51|59 )50 60|74 |57
Norway 42 137 |43 |44 |41 |41 142 155 |52 |42 |68 |47 7b Internal market burdens or entry regulation
Poland 47 | 46 | 34 | 46 | 25 | 39 | 35 |45 | 64 | 46 | 6.8 | 44
Portugal 47 |50 |58 |47 [ 56 | 47 |53 |46 [54 [ 50 |35 |52 8 Physical infrastructures
Romania 34 |36 |35 |38 |39 |45 |37 |60 |42 |40 | 49 | 41
Slovakia 43 (37 34737 (34 |42 132755 [a1 |42 |70 [ 35| 9 Cultural and social norms.
Slovenia 42 40 |31 |45 [[28]39 |38 |47 [53 (38|64 |34
Spain 40 | 40 [ 38 | 48 | 35 |42 |39 |44 | 44 | 43 | 51 4.4
Sweden 47 |40 |39 |46 [ 38 |39 [40 |51 |57 [45] 75 |50
Switzerland 53 |57 |58 |59 |49 (62 |62 |63 |45 |57 |79 |58
Turkey 38 | 44 | 34 | 41 22 | 52 | 42 | 51 56 | 39 | 65 | 53
United Kingdom | 54 | 46 | 44 | 45 | 40 | 50 |42 |50 | 50 | 47 |59 |53

2016
Austria 46 |42 |36 |63 |22 |49 |47 |58 |44 |54 | 77 3,7
Bulgaria 44 |26 |48 [ 31 [25 |37 (32|51 |49 |38 |69 |37
Croatia 38 [28 (22 |35 |25 |38 |27 |42 ]|55]33]62]30
Cyprus 33 38 |41 33129 |46 |37 |51 46 |43 | 62 | 40
Estonia 48 |50 |63 |53 |46 |55 |47 |57 |48 |56 |80 |64
Finland 53 |54 |53 |48 39 |50 |46 |56 |47 |50 | 78 |45
France 48 |59 [ 53 |55 |28 |56 |53 |54 |47 |43 |74 |37
Georgia 40 [ 56 | 66 | 53 (36 |48 |35 |47 |52 |51 71 | 56
Germany 50 [ 39 | 41 57 |28 |43 | 41 56 | 52 | 52 |63 |42
Greece 35 (28 (23 |29 |29 |43 |41 |47 |56 | 41 |62 | 38
Hungary 45 (30 (28 [34 |22 |43 |38 |49 |52 |42 |69 |34
Ireland 4,7 | 46 | 47 | 55 | 35 | 45 | 46 | 51 42 (48 | 55 | 50
Italy 43 133128 (32 (31 |49 |40 |43 |45 |41 |51 | 39
Latvia 46 (39 |32 |41 |38 |48 |36 |61 |45 |41 72 | 46
Luxembourg 40 | 48 | 47 57 33 52 51 58 3,8 54 | 68 | 41
Macedonia 36 (34 |44 |40 |38 |45 |35 |51 |56 |35]62]|37
Netherlands 55 (53 |56 |56 54|59 |53 |58]|57 (62|80 |62
Poland 47 |43 [32 |40 |26 |33 |36 |46 |63 |45 |70 |39
Portugal 49 | 47 |29 | 51 |35 |51 |46 |54 | 36 | 41 75 | 41
Russia 31 33 |30 |29 |31 47 | 27 | 49 | 58 [ 33 | 56 | 34
Slovakia 49 |29 [ 31 |33 |34 |46 |33 |48 |45 |41 |69 | 37
Slovenia 39 | 41 |30 |43 | 27 |44 |38 |50 |53 |41 70 | 32
Spain 40 |30 | 32 | 51 27 | 35 |44 |54 |45 |46 | 57 | 45
Sweden 45 | 38 | 39 |47 | 41 42 (42 |50 |57 |45 |68 |51
Switzerland 52 (53 53|58 |41 |58 |57 (58|48 |53 /|79 |57

United Kingdom | 45 | 36 | 48 | 38 | 28 | 41 38 |48 | 42 | 51 6,0 | 46

2017
Bosnia and Herzcegovina | 39 |35 [32 |43 |36 |47 [36 |59 51 42 | 65 | 41
Bulgaria 44 [30 |48 [37 |30 |42 |34 |51 49|42 71 |44
Croatia 40 (33 |21 |36 |24 (37 [33 |47 |58 (32|59 |30
Latvia 50 | 46 |36 | 47 | 43 |50 | 40 | 58 | 46 | 44 | 69 | 52
Poland 51 | 45 |30 |40 [23]44 34|49 |66 447044
Slovak Republic 48 (31 [ 27 |33 |33 |47 [31 |52 |47 |39 |68 |33
Cyprus 33 4,1 49 | 34 | 31 4,5 | 4,0 51 4,2 | 4] 6,6 | 41
Estonia 54 | 49 51 5,5 50 | 56 | 47 | 60 | 42 59 7,6 6,5
France 46 |56 |50 [ 54 [30 |54 |49 |52 |45 |41 | 72 | 43
Germany 47 | 44 | 41 56 | 26 |42 |43 |58 |46 | 45 | 66 | 43
Greece 32 |33 24 | 32 |28 |43 |40 |47 | 48 |39 | 60 | 42
Ireland 45 | 44 |46 |57 |32 |44 |44 |51 |43 | 46 | 55 |50
Italy 37 | 41 |31 |40 |28 |46 |44 |45 |52 |45]|54]39
Luxembourg 41 50 | 56 |57 |32 |50 (52|57 |35 |52]69 |42
Netherlands 60 |54 |58 |60 |56 |62 |53]|62]|55]|61 |78 |67
Slovenia 45 |42 130 [ 44 |34 |47 43|50 (53|43 |67 |38
Spain 41 |37 |29 |49 |30 |47 |37 |48 |40 |37 |59 |38
Sweden 47 (36 [ 34 |44 |41 |43 | 42 |48 |51 |43 |73 |50
Switzerland 52 |49 |57 [55 3763 |57 |55 |47 48|74 |54
United Kingdom 45 |43 |46 |44 [ 33 |45 |44 |50 |44 |45 |59 |54

Source: GEM NES Surveys 2015-2017
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ANNEX

THE GEM CONCEPTUAL FRAMEWORK

The GEM conceptual framework is based on the
assumption that national economic growth is the
result of the inter-dependencies between entre-
preneurial framework conditions and the person-
al traits and capabilities of individuals to identify
and seize opportunities. The GEM survey assists in
identifying factors that encourage or limit entrepre-
neurial activity, measuring the extent of a variety of
entrepreneurial activities and offering policy impli-
cations in order to enhance entrepreneurial capacity
in local, regional and national economies.

The GEM approach is unique in several ways: First,
it collects primary data on a global basis; second-
ly, individuals are surveyed about a variety of key
issues regarding entrepreneurial aspirations, atti-
tudes, intentions and activities. Thirdly, the entre-
preneurship phenomenon is assessed throughout
the entrepreneurship cycle, from conception of en-
trepreneurial opportunities to maturity or, alterna-
tively, to demise.

GEM CONCEPTUAL FRAMEWORK

Outcome
(socio-economic development)
SOCIAL,
CULTURAL, 4
POLITICAL
ECONOMI C, Entrepreneurial Output
CONTEXT (new jobs, new value added)
+ . T
<
) o Societal Values o . o
% a 2w «— About «— Entrepreneurial Activity
=$ g g9 8 Entrepreneurship
g EE &E}E —> - By phase
n 5 'E H g 'E Nascent, new, established,
£ & 3 ;5 = 8 Y .. discontinuation
Individual _ By impact
+ Attributes + High growth, innovative,
- Basic Requirements 4—}_ (psychological, 4—}_ T et
- Efficiency Enhancer demographic, _By type
- Innovation and motivation) TEA SEA EEA
Business Sophistication ’ ’
d + | .

Source: GEM Executive Report 2016/2017
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STAGES OF THE ENTREPRENEURIAL PROCESS IN GEM

DISCONTINUATION OF BUSINESS

TOTAL EARLY-STAGE
ENTREPRENEURIAL ACTIVITY (TEA)
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(UP TO 3.5 YEARS OLD)

OWNER-MANAGER

Persistence

Individual attributes Industry Impact

- Gender - Sector - Business growth

- Age - Innovation

- Motivation - Internationalization

(opportunity, necessity)

In order to provide reliable comparisons across
countries, GEM data are obtained using a research
design that is harmonised across all participating

- ADULT POPULATION SURVEY (APS)

This data set is a survey of the adult population,
namely people between the ages of 18 and 64 years.
Each of the participating countries conducts the
survey among a random representative sample of at
least 2 000 (two thousand) adults. Surveys are con-
ducted at the same time of year using a standardised
questionnaire provided by the GEM consortium. In

Source: GEM Executive Report 2016/2017

countries. Data are gathered on an annual basis
from two main sources:

the interests of maximum uniformity and control,
the international GEM project team contracts each
country’s chosen APS vendor directly. Raw data are
sent directly to analysts at London Business School
for checking and uniform statistical calculations be-
fore being made available to participating countries.



GEM Latvia Report 2015 - 2018

- NATIONAL EXPERTS’ SURVEY (NES)

The national experts’ survey is an important com-
ponent of GEM as it provides insights into the en-
trepreneurial start-up environment in each country.
GEM provides a number of criteria, which must be
met when selecting experts, in order to construct a
balanced and representative sample.

« Four experts from each of the entrepreneurial
framework condition categories must be inter-
viewed, making a total of 36 experts for each coun-
try.

DASHBOARD OF GEM INDICATORS

The dashboard of GEM indicators is based on the
GEM conceptual framework featuring, on the one
hand, the entrepreneurial framework conditions
and, on the other hand, detailed key entrepreneur-
ship measures. Overall, this group of measures

ENTREPRENEURIAL FRAMEWORK CONDITIONS:

« A minimum of 25% must be entrepreneurs or
business people, and 50% must be professionals.

- Additional aspects such as geographical distribu-
tion, gender, the public versus private sector, and
level of experience should also be taken into account
when balancing the sample.

provides a comprehensive set of variables that
contribute toward understanding the impact of en-
trepreneurship on a society and the extent society
supports this activity. The following is a list of these
measures.

The quality of the entrepreneurial framework conditions is based on the average value of experts’ percep-
tions, using a Likert scale of one (highly insufficient) to nine (highly sufficient), for the following entrepre-

neurial framework components:

- entrepreneurial financing;

- government policies: support and relevance, policies regarding taxes and bureaucracy;

- government entrepreneurship programmes;

- entrepreneurship education at school stage; entrepreneurship education at post-school stage

and entrepreneurship training;
- research & development (R&D) transfer;

- commercial and legal infrastructure;

- internal market dynamics, internal market burdens or entry regulations;

- physical infrastructure;

- cultural and social norms.

SOCIETAL VALUES AND PERCEPTIONS:

Good career choice The percentage of the adult
population aged 18-64 years who believe that entre-
preneurship is a good career choice.

High status of successful entrepreneurs The
percentage of the adult population aged 18-64 years
who believe that high status is afforded to successful
entrepreneurs.

Media attention for entrepreneurship The
percentage of the adult population aged 18-64 years
who believe that there is considerable positive me-
dia attention for entrepreneurship in their country.
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INDIVIDUAL ATTRIBUTES OF A POTENTIAL ENTREPRENEUR:

Perceived opportunities The percentage of the
population aged 18-64 years who see good opportu-
nities to start a business in the area where they live.

Perceived capabilities The percentage of the pop-
ulation aged 18-64 years who believe they have the
required skills and knowledge to start a business.

Entrepreneurial intention The percentage of

ENTREPRENEURIAL ACTIVITY INDICATORS:

Total early-stage entrepreneurial activity -
TEA The percentage of the adult population aged
18-64 years who are in the process of starting a
business (a nascent entrepreneur) or started a busi-
ness less than 42 months old before the survey took
place (owner-manager of a new business). This indi-
cator can be enriched by providing information re-
lated to motivation (opportunity vs. necessity), in-
clusiveness (gender, age), impact (business growth
in terms of expected job creation, innovation, and
industry sectors).

Necessity-driven entrepreneur started the
business because there were no better options for
work.

Opportunity-driven entrepreneur started a
business out of an opportunity.

Improvement-driven opportunity entrepre-
neurs have started a business out of an opportuni-
ty and their motivation is linked to either earning
more money or being more independent, as opposed
to maintaining income.

the population aged 18-64 years (individuals in-
volved in any stage of entrepreneurial activity ex-
cluded) who are latent entrepreneurs and intend to
start a business within three years.

Rate of fear of failure The percentage of the pop-
ulation aged 18-64 years perceiving good opportuni-
ties who indicate that fear of failure would prevent
them from starting up a business.

Established business ownership rate The per-
centage of the adult population aged 18-64 years
who are currently an owner-manager of an estab-
lished business, i.e. owning and managing a running
business that has paid salaries, wages, or any other
payments to the owners for more than 42 months.

Business discontinuation rate The percentage
of the adult population aged 18-64 years that have
discontinued a business in the past twelve months,
either by selling, shutting down, or otherwise dis-
continuing an owner/management relationship
with the business

Entrepreneurial employee activity - EEA The
percentage of the adult population aged 18-64 years
who, as employees, have been involved in entrepre-
neurial activities such as developing or launching
new goods or services, or setting up a new business
unit, a new establishment, or a subsidiary.
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