








Chapter 3

Entrepreneurship Potential

3.1 ENTREPRENEURIAL AFFILIATIONS

A nation’s ability to generate and benefit from entrepreneurship depends on the readiness of its people and
on conditions in society that foster entrepreneurship. It can be reasoned that people who have the talent and
self-perceptions about entrepreneurship are likely to take steps to start a business. However, they will also

rely on support from a variety of stakeholders and positive conditions in the environment.

Although media coverage of entrepreneurs inspires people and shapes attitudes about entrepreneurship,
personal relationships take this a step farther. Entrepreneurs who already enjoy success can serve as role
models, advisors, or direct participants for an aspiring entrepreneur. They may also provide resources in
the form of investment or connections to investors, and links to other stakeholders such as co-founders,

employees, industry or business experts, customers, and suppliers.

In 2019, GEM modified its indicator on entrepreneurial affiliations, adding to the measure which asked
whether someone knows an entrepreneur personally, by asking how many entrepreneurs they know. In

the United States, 60% of adults know at least one person who started a business or became self-employed
in the past two years, with nearly half (46%) knowing more than one (Figure 3.1). It is likely that the

more entrepreneurs one knows, the greater the likelihood they have the motivation and resources for
entrepreneurship. This detail signals the embeddedness of networks for entrepreneurship—in other words,

the extent to which people in their daily lives are surrounded by, and interacting with, entrepreneurs.
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3.2 ENTREPRENEURIAL TALENT

In 2019, GEM added four items to its survey to capture entrepreneurial talent in a society. These items assess

the extent to which people have the propensity to think and act entrepreneurially. The measures are based

on extensive research by Gorkan Ahmetoglu and colleagues.” They encompass four main dimensions of an
entrepreneurial mindset as suggested by entrepreneurship literature: opportunism, proactivity, creativity, and
vision. Ahmetoglu and colleagues developed and validated these measures with studies in multiple countries
involving thousands of subjects. They worked with GEM to identify a single item for each dimension, creating a

predictive overall assessment of entrepreneurial potential.

In the United States, 70% of adults state that other people think they are highly innovative (see Figure 3.2).
This is nearly 50% higher than the average within the other 31 high-income economies participating in GEM
in 2019. This large gap suggests that it is on this dimension where the United States is distinct. With respect

to the measure on vision, 70% of adults also state they have long-term vision, the ability to think out into the
future to what can be possible. The United States is also distinct on this component of talent, although less so in

comparison to the innovation measure.

A majority (65%) of respondents stated they were alert to opportunities. This indicator is different from GEM’s
measure of opportunity perceptions because it assesses whether people are able to recognize opportunity.
Opportunity perceptions, in contrast, are heavily influenced by a current situation—whether people see
opportunities depends, at least in part, on whether there are presently such possibilities around them, and perhaps
also whether others are talking about or pursuing them. Opportunity alertness is a more stable talent that people

possess, regardless of shifts in the surrounding environment.

An imbalance is demonstrated with the proactive measure. Only 46% of adults will act on opportunities when
they spot them. This appears also to be the case in the 31 other economies, on average. This result could mean
that people have less incentive to act on opportunities, even though they may have the innovativeness, vision, and
alertness to do so. They may not feel a need to pursue something entreprencurial when they have good options
for jobs and other pastimes, for example. On the other hand, if they feel it is too difficult, they may not try. This
indicates that there may be underutilized talent in society and suggests that the proactive measure represents a

bottleneck in realizing entrepreneurial outcomes.
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3.3 SELF-PERCEPTIONS ABOUT ENTREPRENEURSHIP

GEM measures of self-perceptions assess whether people see opportunities and believe they have entrepreneurial
capabilities, and whether those who see opportunities would be deterred from starting a business due to fear of failure.

As mentioned previously, these perceptions are influenced to varying extents by the current surrounding context.

Opportunity perceptions have exhibited a relatively volatile pattern from year to year, fluctuating up to 2009,

but have followed a broadly upward trend since then.. Although Figure 3.3 shows a slight drop in this indicator
in 2019, it still reaches well over twice the 2009 number. This likely reflects the improving economy after the
recession and the increase in activity shown in GEM’s TEA measure. With such factors as technological advances
that form the basis of opportunities and make it easy to start and run a business, as well as the popularity of gig

and part-time pursuits, people are likely to see many possibilities around them.

Capabilities perceptions jumped upward to 65.5% in 2019, after 11 years of hovering around 55%. The prior
stability suggests this indicator has been an unwavering gauge of individual confidence and expertise, despite
fluctuations or trends in the economy. Yet the nearly 20% increase in 2019 would seem to counter this assumption.
Whether the current measure is due to education, experience, or changes in what it takes to start a business, it will
be important to continue tracking this trajectory, although COVID-19 is likely to have an effect in 2020.

For many years, more people thought they had the capabilities for starting a business than those who thought
there were opportunities for doing so. However, in 2016, opportunity perceptions surpassed capability perceptions

and subsequently opened a gap between the measures, before realigning in 2019.
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The balance between opportunity and capability perceptions shows the relationship between the existence and
recognition of opportunities, and whether people have the ability to pursue them. As noted already, the United

States shows a close relationship between these two measures, with prior gaps in either direction.
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A similar match can be seen in a handful of economies shown in Figure 3.4. Other economies have low capabilities
relative to high recognition of opportunities, suggesting a need for training or other mechanisms to build practical

knowledge about entrepreneurship. However, it often seems there are not enough opportunities for all the capable
people in many economies, or that people show confidence in themselves, but do not see how to apply their

abilities. The United States shows relatively high levels on both indicators.
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GEM’s measure of fear of failure is assessed among those seeing opportunities, based on the logic that people may
see opportunities around them, but need to be willing to take a risk to pursue them. This measure stayed the same

as in 2018 at 35.1%, but it represents a settling-in at a high level reached after a slow climb post-recession, a

tapering-off for several years, then an edge upward as shown in Figure 3.3. However, fear of failure is low in the

United States compared to other economies shown in Figure 3.5. It may be that, in wealthy economies, families

have financial obligations and opportunity costs they would forgo to pursue entrepreneurship, which increases the

risk of starting a business.
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3.4 ENTREPRENEURIAL INTENTIONS

Although talent and positive self-perceptions can reveal the extent to which there exist potential entrepreneurs in
a society, entrepreneurial intentions signal a further step in this direction, representing those who intend to start a
business in the next three years. This indicator increased slightly over 10% in 2019. As Figure 3.6 illustrates, more
people want to start than actually start a business, and this gap is generally consistent over time. This is logical,
given that not all who express a desire to enter entreprencurship will actually take the required steps. However,
it is a key relationship to monitor and evaluate, given that there could be constraints that prevent people from

progressing from one phase to another.
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3.5 EASE OF STARTING A BUSINESS

Perceptions about the ease of starting a business can serve as an indicator of whether the gap between intentions and
TEA is environmental. In the United States, a high majority of adults (71%) believe it is easy to start a business (Figure
3.7). In Europe, a half dozen economies top this figure. Although it can be reasoned that developed economies have
healthy business ecosystems, constraints may nonetheless exist, such as an economic downturn, policies that favor large
companies over new or small ones, or heavy bureaucracy. Given that this indicator dips as low as 21% in Israel, a country

seen as highly entrepreneurial, the ease of starting a business is not a perception that can be taken lightly.
ghly p > g p p ghtly.

3.6 EXPERT RATINGS ON CONDITIONS FOR ENTREPRENEURSHIP

Figure 3.8 shows results from GEM’s national expert survey of 36 people familiar with one or more conditions that
may influence entrepreneurial activity in an economy. The United States has the highest rating on cultural and social
norms (7.7 out of 10) among developed economies in GEM, with the 31 other high-income economies averaging just
above 5 on a 10-point scale. Entrepreneurial finance in the United States stands out from the average of the other 31
high-income economies and is among the highest individual scores across the sample. Physical infrastructure is also

high in the United States, but that is typical for a developed economy.

The lowest rating is in school-stage entrepreneurship education. An entrepreneurship curriculum is not common in
public or private schools in the United States or in most other countries. Post-school entrepreneurship education is
rated a little better in the United States than the average for the other developed economies, likely boosted by the

popularity of entrepreneurship courses and majors at colleges and universities in this country.

The United States is rated a little higher on government policy, taxes, and bureaucracy, and a little lower on
government programs, compared to the average for the other developed economies. This perhaps reflects that
support for entrepreneurship is slightly more likely to occur through policy in the United States, while other
developed economies may rely more on programs to support entrepreneurs. Moderately low-rated factors include

market factors and R&D transfer to small and new firms.

FIGURE 3.8
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SUMMARY

The potential for entrepreneurship in the United States was high in 2019. People had personal connections with
entrepreneurs, and about two-thirds of the adult population expressed positive opportunity and capability
perceptions. Additionally, over two-thirds of adults scored highly on two measures of talent: innovativeness and

long-term vision. A similar number of adults indicated they are typically alert to opportunities.

Perhaps of concern is the persistently higher level of fear of failure GEM recorded in the past few years. In
addition, less than half of adults indicated they will act on opportunities when they spot them. This could signal
hesitancy in willingness to start a business; entrepreneurship is not for everyone, and perhaps that is a good thing.
It is encouraging enough that there are positive attitudes in society and people who appreciate and support those

who do start a business.

This appreciation for entrepreneurship in U.S. society is reflected in high expert ratings on cultural and social
norms, and the availability of entrepreneurial finance. In addition, a majority of adults indicated it is easy to start
a business, and the level of entrepreneurial intentions increased by over 10% from the previous year. Support for

entrepreneurs, however, may require a more holistic understanding, and development of an appropriate mix of

conditions that enable these efforts to thrive.
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Chapter 4

Age Characteristics of Entrepreneurs

4.1 AGE PATTERNS FOR PHASES AND TYPES OF ENTREPRENEURS

In the United States, the most typical age ranges for starting businesses are 25-34 and 35-44. This is a
wide span of 20 years encompassing early to mid-career for most people. Those in mid-career may have
accumulated experience and resources, or the ability to acquire resources and have had time to build

networks and credibility (Figure 4.1).

On the other hand, those in early career years may not have substantial financial obligations such as with
children or mortgages. They have not typically entered a high-earning phase of their careers, which would
make stable, well-paying jobs hard to resist. They have not yet accumulated life experiences that could make
them more cautious, and they have the rest of their careers to make up for any losses. The United States has
increasingly embraced the idea of young entrepreneurs. This may be why there is substantial activity among

those under 25 years of age, even though many in this group may be in college or taking their first jobs.

Older age groups 55 and above are more likely to be running established businesses. The inflection point
appears to occur in the age range 45-54, after which entrepreneurship declines and established business activity
increases, peaking in the 55-64 age group. Of course, mature businesses would need to have been started at
younger ages. Older age groups may have settled in, running a business possibly after experimenting with other
businesses or employment.
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It is notable that entrepreneurship is thriving among those aged 65-74, and this age group is nearly as likely
as those aged 35-44 to be running established businesses. The workforce participation rate is only 27% among
those aged 65-74, versus 83% for those aged 25-44.° It can be surmised that most of those 65 and above who are

still working are likely to be running their own businesses.

Entreprencurial employee activity peaks in mid-career. These employees likely have built their experience
and credibility, and may want to build a business, perhaps to advance in their career. In developed economies
that offer stable and fulfilling jobs, it is likely this work will attract some entrepreneurs. Organizations that
recruit and build entrepreneurs, and support their business-building efforts, can counter competitive threats
and stagnating business, and maintain their viability and growth potential. In this manner, entrepreneurs in
organizations have some advantages that facilitate their efforts (albeit also some disadvantages to overcome).

4.2 AGE PATTERNS FOR BUSINESS EXITS AND CLOSURE

In the United States, business closure rates are relatively similar in age groups below 55 years (Figure 4.2). TEA
is at its highest level for the age groups 25-34 and 35-44 (Figure 4.1), so closures might reflect a higher incidence
of business startup activity. On the other hand, TEA levels are lower in the earliest age group, so ventures
among 18-24-year-olds may have a relatively higher likelihood of failure, or their businesses may be short-term
pursuits. This may not be a bad result if it leads to later success as entrepreneurs gain and apply experience,

hopefully with minimal financial loss.

Business closures are lowest in the 55-64 age group, then increase among ages 65-74 who likely close businesses
when they retire. Fewer proportions of people in the oldest age group exit their businesses by passing them to
new owners. For the most part, exits and closures appear to happen about equally across age groups, despite
fluctuations in TEA and established business activity.

FIGURE 4.2
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4.3 ENTREPRENEURIAL MOTIVATIONS BY AGE GROUP

Reasons for starting a business show fairly similar patterns among age groups for wealth and impact motives
(Figure 4.3). Greatest impact motives are at ages 18-24. Wealth motives are equally likely in this age group. The
expectation of this young age group might therefore be summarized as very ambitious—to make a difference

in the world and get rich.

Necessity motives are high in the 18-24 and 25-34 age ranges. This may reflect the difficulty of finding suitable
jobs for those with less experience. Additionally, given the high ambitions to build great wealth and make a
difference in the world, young people may see entrepreneurship as a better route to achieving these objectives.
Necessity motives decline among those in mid-career, but increase in the 55-64 age group, possibly reflecting
job loss and age bias. Finally, family traditions are less a driver of entrepreneurship among young people, but

become more important in older age groups, particularly ages 45-54 (37%).

6 https://www.bls.gov/emp/tables/civilian-labor-force-participation-rate.htm.
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4.4 ENTREPRENEURIAL AFFILIATIONS BY AGE GROUP

The results on entrepreneurial affiliations show that about two-thirds of people under 45 know an
entrepreneur personally, and this decreases in older age groups (Figure 4.4). Given the higher proportion

of entreprenecurs aged between 25 and 44, it is likely that people in this age range have peers who are
entrepreneurs. The youngest age group, although not as likely to be starting businesses, may nonetheless have
role models and awareness of entrepreneurs. These affiliations can be important for inspiration and support
among aspiring entrepreneurs. Those 45 years of age and older may have fewer peers who are entrepreneurs,

but have instead business networks centering around employment.

FIGURE 4.3
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4.5 SELF-PERCEPTIONS BY AGE GROUP

Opportunity perceptions are highest in the 25-34 age group and second highest in the 35-44 age group
(Figure 4.5). With these age groups seeing opportunities around them, it makes sense that they report the
highest TEA levels. However, there is very little variation with age in this indicator compared to capability
perceptions and fear of failure. Perhaps age differences in opportunity perceptions are dampened by

relatively objective assessments of the context for entrepreneurship.

With regard to capability perceptions, ages 18-24 report the lowest level on this indicator, likely reflecting
youth and less experience. In addition, fear of failure is highest. This could explain why TEA rates are
relatively low in this age group, which exhibits less confidence and risk-taking propensity. Capability
perceptions increase as fear of failure declines in the next two age groups, with smaller fluctuations beyond
that. Perhaps people gain confidence with age and feel able to manage risks. Of course, these attitudes are
only a partial explanation for why entrepreneurship rates vary by age, but they highlight how differently

some age groups view entrepreneurship.

FIGURE 4.5
Opportunity

and Capability
Perceptions, and
Fear of Failure by
Age Group in the
United States, 2019

SOURCE:
Global Entrepreneurship
Monitor

80%

70%
63%

60%

50%
47%

15% 41%
40%

34%

30% 31%
31%

20% 24%

10%

0%
18-24 25-34 35-44 45-54 55-64 65-74

—o- Perceived opportunity ~ =e@=Perceived capabilities Fear of failure (among those
seeing opportunities)



CHAPTER 4

4.6 ENTREPRENEURIAL INTENTIONS BY AGE GROUP

Entrepreneurial intentions exhibited a sharp peak in the 25-34 age group during 2019, falling by almost half
in the next age group (Figure 4.6), despite both age ranges showing equal TEA rates (Figure 4.1). This pattern
was not as distinct in the prior two years, where intentions were more similar between these age groups.

The results in 2019 indicate an upswing in interest among 25-34-year-olds and a decline in intentions among
35-44-year-olds. This indicator should be examined in 2020 to determine if it suggests an ongoing pattern
(although COVID-19 may introduce its own effect).
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SUMMARY

The results show that those in early to mid-career (25-44 years of age) are most likely to be starting businesses.
The mid-career (35-44) age group is particularly remarkable in that it shows high TEA, a substantial increase
in established business activity over younger age groups, and a peak level of entrepreneurial employee activity.
Interestingly, this is the age group where capability perceptions reach a high level and fear of failure drops to a
low point, with both indicators relatively stable after that. This mid-career age may balance the advantages of
still being young, ambitious, and willing to take risks, with having the capabilities, resources, credibility, and

networks that come with experience.

While TEA rates are somewhat lower among 18-24-year-olds, compared to the next two age groups, the level
of activity among young people in the United States is nonetheless impressive, given that members of this age
group are also likely to be in college or starting their first jobs. Capability perceptions are lowest at this age and
fear of failure is highest. But these young adults are likely inspired by personal relationships with entrepreneurs

and motivations to make a difference and gain wealth through entrepreneurship.

Among the oldest age group (65-74 years), starting and running businesses is clearly an important employment
option for those still in the workforce. People at this age can run businesses they may have started in their early
years, but they may also start businesses out of necessity or to work with family, even if they are less likely

than younger adults to have the need or impetus for generating great wealth or making a major impact on the
world. They have as much confidence in their entreprencurial abilities, and they are as willing to take risks as

those in mid-to late career and can apply this to new or existing businesses.

FIGURE 4.6
Entrepreneurial
Intentions among
Non-Entrepreneurs
by Age Group in the
United States, 2019

SOURCE:
Global Entrepreneurship
Monitor
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Chapter 5

Women’s Entrepreneurship

5.1 GLOBAL COMPARISON OF WOMEN’S ENTREPRENEURSHIP RATES

New ventures create innovations that help societies advance by contributing to economic growth and
providing support for sustaining families over time. Women entrepreneurs are a vital component of venture
creation, launching innovations, providing jobs, and developing essential services for communities. In

the United States, women are equal co-owners or majority owners of 45% of all privately held registered
businesses, comprising 12.3 million firms.” Globally, 252 million women are entrepreneurs, and another 153
million women are operating established businesses, according to the Global Entrepreneurship Monitor
2018/2019 Report on Women'’s Entrepreneurship, which provides an analysis of 59 economies.® In recent years,
the rate of women’s entrepreneurial activity rose to an average of 10.2%, closing the gender gap among the 54

economies featured in both reports by three percentage points since the 2017 report.’

However, despite significant progress of women entrepreneurs, men are still more likely to start businesses;
in fact, only 4 of the 50 economies participating in the GEM 2019 survey reported equal or higher TEA rates
for women than for men: Saudi Arabia, Qatar, Madagascar, and Brazil (see Figure 5.1). The economies with
the highest TEA rates for women in 2019 were in Latin America: Ecuador (34%), Chile (32%), Brazil (23%),
Guatemala (22%), and Colombia (21%). In contrast, a large gender gap, where women start at less than 50%
the rate of men, was observed in Pakistan, North Macedonia, Japan, Egypt, and Norway. The United States,

however, is approaching parity for the first time in years, with women starting at 91% of the male rate.
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Given the economic and societal importance of women’s entrepreneurship, a better understanding of the
contributions and challenges women face is critical for knowledge of entrepreneurship generally. While the
prevailing narrative is that women and men entrepreneurs are equal in every way, that they have the same
opportunities, attitudes, approaches, and access to financing, the reality is that there are differences, some of

which matter.!

A better understanding of where there might be differences between men and women
entrepreneurs in the startup process can yield insights for education, policy, and practice. This chapter
includes an overview of women’s participation in entreprencurship, societal attitudes among women, and the

impact of women’s startup activity in the United States.

5.2 LONGITUDINAL ANALYSIS OF WOMEN'S ENTREPRENEURIAL ACTIVITY
IN THE UNITED STATES

Since 2015, there has been a steady rise in the TEA rates of both men and women’s entrepreneurship in the
United States. In 2015, the rate of women’s entrepreneurship was 9.2%, while for men it was 14.6%; but 2019
marked an all-time high with TEA rates of 16.6% and 18.3% respectively (see Figure 5.2). Notably, the gender
gap narrowed to an all-time low of less than two percentage points, down from four percentage points the

previous year, and one of the lowest gender gaps in the world.

FIGURE 5.2
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5.3 AGE DIMENSIONS OF ENTREPRENEURSHIP BY GENDER

An analysis of TEA rate by gender and age shows that women between 35 and 44 years of age are most likely
to be starting a business (21%), similar to men (23%). The startup rate for women has consistently been highest
in this age group for the past four years. A recent survey of small business trends shows that the main reasons
women start businesses is to be their own boss, to pursue their passion, and because they are dissatisfied with
their company work situation." This parallels other evidence showing that women are looking for flexibility,
autonomy, and the ability to control their own schedule, while at the same time having an opportunity to set
their own pay rate for what they believe is their value, rather than being subject to a set wage." Finally, one
other catalyst for the rise in entrepreneurship in this age group could be that more financial and training

support resources are available through accelerators and other programs.

1 https://www.guidantfinancial.com/small-business-trends/women-in-business/
12 https://www.forbes.com/sites/carolinecastrillon/2019/02/04/why-more-women-are-turning-to-entrepreneurship/#3d6bbe9a542a
13 https://www.startupfunding.co/blog/31-top-accelerators-and-incubators-for-women
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In the 25-34 age group for men, a high percentage are becoming entrepreneurs (25%), compared to only
19% of women, representing the biggest gender gap (see Figure 5.3). This age range is when women
typically are having children and likely to be out of the workforce, which may explain the gender gap.
However, the 2019 results show an increase of four percentage points for women (from 15%) over the
previous year. In the 18-24 age group, it is notable that the gender gap is only one percentage point,
resulting from a decline in the number of men of this age starting a business to 16% from 17% in 2018,
but a rise from 13% in 2018 to 15% in 2019 for women. Further, startup rates show gender parity in the
45-54 and 55-64 age groups, and only a small gap in the 65-74 age group.

30% FIGURE 5.3
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95% Ent_re.preneurial
959, Activity (TEA) by
Gender in the U.S.
Adult Population,
2019
20%
SOURCE:
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Overall, the gender gap is decreasing except for the 25-34 age group. It is possible this trend might be
influenced by increases in venture accelerators, crowdfunding options, educational courses, training,
and other programs for women entrepreneurs. For instance, more college courses, online training,
and dedicated programs and support are available to women entreprenecurs through incubators and
accelerators." Also, there is evidence that women view opportunities in the corporate sector as limited
and wish greater flexibility, as well as the ability to control their own future, therefore opting for
entrepreneurship to create something of their own.”” Many programs target women aged 21-50, which

might also be related to the slight rise in women’s participation.

5.4 SERIAL ENTREPRENEURSHIP

Across the adult population in the United States, more than half of women (52%) have started at least one
business in their career, and likewise 57.5% of men. Among women entrepreneurs, 44% have started at
least one other business besides the one they were currently starting (52% for men entrepreneurs). These
individuals can be considered “serial” entrepreneurs, having started more than one venture. In fact, 19%

of women entrepreneurs have started two or more additional ventures (32% for men entrepreneurs).

14 https://www.entrepreneur.com/women/courses; https://www.startupfunding.co/blog/31-top-accelerators-and-incubators-for-women;
https://ifundwomen.com/
15 https://www.forbes.com/sites/carolinecastrillon/2019/02/04/why-more-women-are-turning-to-entrepreneurship/#94e8dde542a7
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5.5 ENTREPRENEURIAL MOTIVATIONS AMONG WOMEN

It is well recognized that environment and market factors play a crucial role in the decision to start a venture.
A host of personal motivations also influence the entrepreneurial process.' GEM included four questions

about motivations as noted in Figure 5.4.

FIGURE 5.4
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Making a difference and achieving a higher income are the most important motives for both genders.
Women are eight percentage points more likely than men to want to make a difference in the world, and
men are eight percentage points more likely than women to seck great wealth or a very high income. This
parallels earlier work which notes that men more often seek financial success and autonomy, while women
are motivated by these in addition to self-realization and status."” The table also shows that women are more
likely to be motivated to earn a living because of scarce jobs, and this parallels earlier findings from GEM
showing that women more often start businesses out of necessity. And finally, women are slightly less likely to

be continuing a family tradition through entrepreneurship, a gender difference of only three percentage points.

5.6 ENTREPRENEURIAL SELF-PERCEPTIONS AND TALENT AMONG WOMEN

Societal attitudes toward entrepreneurship strongly influence who starts a business and who does not."

In addition, it is well documented that intentions to start a business are influenced by perceived capabilities
and skills associated with self-confidence."” Each year, GEM measures several self-perceptions in the adult
population, including perceptions about opportunities, perceived capabilities for starting a business, fear of
failure, and entreprencurial intentions. This year, the survey also captured key talent indicators regarding

opportunity alertness, proactiveness, innovativeness, and vision.

In 2019, perceptions about opportunities decreased slightly from 2018 for both women and men, to 63%
and 71% respectively, although still representing a relatively high level on this indicator (see Figure 5.5).

The gender gap remains the same for both years at eight percentage points.

16 Shane, S., Locke, E., & Collins, C. 2003. Entrepreneurial motivation. Human Resource Management Review. 13:2. 257-279.

17 Manolova, T., Brush, C. & Edelman, L. 2008. What do women entrepreneurs want? Strategic Change. 17. 69-82.

18 Becker, G.S. 1964. Human Capital: A Theoretical and Empirical Analysis. Chicago: University of Chicago Press. Brush, C.G., Greene, P.G., & Hart,
M.M. 2001. From initial idea to unique advantage: The entrepreneurial challenge of constructing a resource base. Academy of Management
Executive. 15:1. 64-78.

19 Krueger, N., Reilly, M., & Carsrud, A. 2000. Competing models of entrepreneurial intentions. Journal of Business Venturing. 22:1. 97-118.
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On the other hand, perceived capabilities for starting a business rose significantly for all adults. The

perception of capabilities was somewhat steady for the past five years except for a dramatic increase in 2019.

For women, there was a jump of 11 percentage points from 49% to 60%. For men, 71% believed they had

capabilities in 2019, versus 62% the previous year. While the gender gap is still wide at 11 percentage points, it

is notable that so many more women now than in prior years believe they have the capabilities to start a business.

FIGURE 5.5
Opportunity

and Capability
Perceptions, and
Fear of Failure by
Gender in the U.S.
Adult Population,
2008-2019

SOURCE:
Global Entrepreneurship
Monitor
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The entreprencurship startup phase is inherently uncertain and characterized by various risks for women
entrepreneurs on many dimensions, for example: economic, psychogenic, family, and career. In 2019, fear of
failure rates were relatively similar to those of 2018 for both genders, but a slight edge upward occurred for
women and downward for men, opening a gap of nine percentage points (see Figure 5.5). The gender gap has
remained somewhat stable (between five and seven percentage points) for the past several years, but the gap in
2019 is the highest since 2010.

The TEA increase is likely related to high perceived opportunities and capabilities, although the steady rise in
fear of failure suggests that women still perceive it risky to start a business. In fact, 59% of women stated that
it is easy to start a business, versus 69% of men. This trend is consistent with other developed economies that
support basic social and economic needs. Therefore, fear of failure for women is higher than in less developed

economies because they have more to lose.

In light of overall trends, even though there was an increase in perceived capabilities and a rise in TEA in
2019, women still have lower beliefs about their capabilities than men. This survey cannot determine exact
reasons for this disparity. It may be partly due to the persistent stereotype that a successful entrepreneur is
male, a risk taker, innovative, and fits the image of Elon Musk or Mark Zuckerberg.”’ The narrative that all
entrepreneurs have an equal chance to become such a figure can be detrimental to women, who may believe

they are less capable because they are different from a male norm.?”!

Entrepreneurial intentions are defined as deliberate planned behavior associated with starting a new business.
Intentions are a precursor to entrepreneurial action, but not all intentions result in a business startup.”? Data
for 2019 reflect a continuing, consistent pattern for women but an increase for men from 2018, widening the
gender gap (see Figure 5.6). It appears the narrow gap in 2018 may have been an aberration, since the trend

line for most years shows a gap of roughly four percentage points.

A new series of questions added to the GEM 2019 survey assessed four measures of entrepreneurial talent:
alertness to opportunities, proactiveness, innovativeness, and vision. These measures revealed parallel results for
men and women (see Figure 5.7). In fact, there was a difference of fewer than three percentage points between

genders across all four measures, with innovativeness and vision exhibiting the highest levels for both.

FIGURE 5.6
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Adult Population,
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Global Entrepreneurship
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20 Brush, C. & Greene, P. 2020.

21 Bird, B. & Brush, C. 2002. A gendered perspective on organizational creation. Entrepreneurship Theory and Practice. 26:1. 41-65; Ridgeway, C. and
Correll, S. 2004. Unpacking the gender system: A theoretical perspective on gender beliefs and social relations. Gender & Society. 18:4. 510-531.

22 Krueger, et al., 2000
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Notably, women are slightly more likely to be alert to opportunities, while men are more often innovative.
When this measure is considered with opportunity perceptions (Figure 5.5), there seems to be a paradox. Men
are more likely than women to perceive opportunities around them, which reflects, at least in part, conditions
in the environment. This likely leads men to have higher intentions to start a business. However, the talent
measure shows that women have a slightly greater alertness to opportunities, which relates more to personal
aptitude. The data do not reveal association with particular industries. Other factors may explain gender

differences due to individual ability versus external conditions.
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5.7 BUSINESS IMPACT CHARACTERISTICS AMONG WOMEN ENTREPRENEURS

Entrepreneurs can impact economies through their businesses; and this includes the industries they participate
in, the geographic scope of their activities, and the level of innovation and discontinuance. Consistent with the
overall composition of businesses in the United States by industry, entrepreneurs primarily start businesses in

the service and consumer goods sectors (see Figure 5.8).

Similar to past years, the sector with the highest percentage of startups by women is wholesale and retail
(26%), which is also one of the highest sectors for startups by men (20%). Detailed analysis shows that nearly
all businesses in this category are retail. This indicates that women continue to start businesses in sectors

already highly populated with women, and with high levels of competition and the lowest entry barriers.

Women also have a strong presence in health, education, government, and social services (21%), and
professional and administrative services (18%). The percentage of women starting businesses in professional
and administrative services rose by nearly four percentage points, while the percentage of men starting

in this sector declined by almost eight percentage points. In contrast, fewer women started businesses in
personal/consumer services in 2019 than the previous year. The percentage of women starting businesses in

manufacturing stayed relatively constant at 9%, which is less than half the percentage for men.

Notably, three sectors account for 65% of all startup activity for women: wholesale/retail; health, education,
government, and social services; and professional and administrative services. All are generally business-to-consumer-

oriented industries. In contrast, the same three sectors comprise only 40% of businesses launched by men.

FIGURE 5.7
Entrepreneurial
Talent Indicators by
Gender in the U.S.
Adult Population,
2019

SOURCE:
Global Entrepreneurship
Monitor
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Sectors where men have higher participation rates are more often business-to-business and capital-

intensive sectors, such as manufacturing and transportation, agriculture and mining, and information and
communications technology. The apparent trend toward gender segregation of industries is concerning because
again, consumer-facing service businesses are more often vulnerable to local economic and social threats than

those in high technology, manufacturing, or even finance, which tend to depend more on business customers.

FIGURE 5.8

Industry Breakdown for
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Regarding geographic scope, women start mostly local businesses, accounting for 88% of female TEA.
Only 8% sell nationally and 4% sell internationally. This is consistent with the types of businesses started, in
that service and retail are predominantly focused locally. Geographically for men, 82% sell locally, 11% sell

nationally, and 7% sell internationally.

The business discontinuance rate for both men and women in the United States remains fairly low, under 3%.
The rate for entrepreneurs exiting from a continuing business is also low, around 2% for both genders. At the
firm level, research shows that a high percentage, about 30%, of businesses discontinue within the first two

years and 50% within the first five years.” This affects only a small proportion of adults in the United States.

Finally, GEM considered the extent to which entrepreneurs are starting innovative businesses, assessing
whether their products or services were new, and new to people where they live, within their country, or to
the world. The results for males and females are almost identical, except that 72% of women versus 68% of
men do not offer a new product or service; and 6% of women believe they are offering something new to the
world, compared to 9% of men. For both genders, 16% of entrepreneurs stated their innovations were new

locally, and 5% said their innovations were new nationally.

23 https://smallbiztrends.com/2019/03/startup-statistics-small-business.html.
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SUMMARY

In summary, TEA rates for both men and women entrepreneurs rose substantially to an all-time high in 2019,
narrowing the gender gap. Women between the ages of 35 and 44 are more likely to start businesses than any
other age group. The gender gap was largest in the 25-34 age group, but entrepreneurial activity for men and
women was similar for all other age groups. Over half of women had started at least one business so far in
their careers, and 44% of women entrepreneurs were serial entrepreneurs, in that they had started at least one
other business besides the one they were currently starting. Analysis of motivations shows that women are
more likely to want to make a difference in the world and earn a living than men, who more often aspire to

build great wealth and continue a family tradition.

While opportunity perceptions declined slightly for men and women between 2018 and 2019, the percentage
of women believing they have entrepreneurial capabilities rose in 2019. However, the fear of failure rate
remained high for women and declined for men, widening a gender gap. Entrepreneurial intentions

were fairly constant among women in 2019 compared to the previous year. New questions regarding

talent indicators show similar results for men and women across the measures of opportunity alertness,

proactiveness, innovativeness, and vision, with the highest levels on the last two indicators.

The industry analysis shows distinct differences by gender. Women are increasingly prominent in the service
and retail sectors, whereas men are more likely to be in manufacturing, agriculture and mining, as well as

retail. Both men and women entrepreneurs operate mainly on a local scale, and discontinuance and exit rates
are small for both genders. Finally, most entrepreneurs of both genders sell locally and do not believe they are

offering a new product or service.

Overall, the gender gap between men and women entrepreneurs is narrowing with regard to entreprencurial
activity, in part because women are likely to perceive opportunities and have increased confidence in their
ability to start a business. However, women continue to start businesses predominantly in sectors that are local

in scope with low entry barriers and intense competition.
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Conclusions

Entreprencurship in the United States was moving briskly ahead in 2019. TEA was up 10% from the prior
year, and established business ownership increased by over one-third from 2018. Prospects were high for job
creation expectations, innovativeness, and global competitiveness. Societal measures signaled a healthy base
of potential entrepreneurs, encouragement for their efforts, and favorable conditions for starting a business.

Entrepreneurship engaged people of all ages, and the gender gap narrowed to one of the lowest in the world.

While there is still much to be done to improve conditions for entreprencurship and facilitate long-term
initiatives of entreprencurs, the COVID-19 crisis has brought new challenges to entrepreneurship in the
United States. The 2008 recession led to a decline in entrepreneurship rates, particularly among opportunity-
driven entrepreneurs and those starting in technology sectors. Established business rates exhibited a lagged
effect, where declines came several years after a drop in TEA. Fear of failure increased in 2009 and continued
increasing through 2012, when nearly one-third of those seeing opportunities around them for starting a

business would not do so because of the chance it might fail.

In highly uncertain times, entrepreneurs may hold off acting on their ambitions, temporarily or even
permanently. Particularly when an economy turns downward, potential entrepreneurs may be deterred by
market conditions where discretionary spending has dried up, especially if people face actual or possible job
loss. Plans may be derailed by the cautiousness of investors, suppliers, and other stakeholders. Those wanting
to start or already running businesses most affected by recession, like those in entertainment, arts, recreation,

and travel, will feel even more constrained.

The COVID-19 recession was driven by a social crisis that produced impacts beyond individual financial
situations, widely affecting the health and behavior of people around the world. It can be imagined that
consequences will be uneven and unpredictable across the business community. Some businesses were already
struggling when the pandemic hit; others will likely become less viable in a changed environment. Yet change
brings opportunity and those able to adapt or capitalize on opportunities can thrive. Consequently, the types of
businesses needed could include those in critical areas like health care, food, and maintenance. Entrepreneurs

may need to adjust their approach, for example by starting small with low investment requirements.

Entrepreneurial thinking may be more critical than ever during times of global crisis, as opportunities emerge
out of uncertainty and make way for different business models, new products or services, and innovative
practices. For example, some well-known ventures were launched during 2008 and 2009, including Groupon,
Uber, WhatsApp, Slack, Venmo, and AirBnB, to name only a few. Entrepreneurs who capitalize on changes
taking place will find markets and perhaps other advantages such as less competition, better lease terms, lower
interest rates, and qualified employees. Society will benefit from those who, for whatever reason, are bold

enough to act on opportunities.

The 2020 GEM survey will assess the impact of COVID-19 globally, with questions about: businesses stopped
and started; impacts on starting, running, and growing a business; difficulties, delays, and new opportunities;
and the effectiveness of the government response for entrepreneurs and business owners. This will enable

tracking changes in GEM indicators and examination of effects of the crisis on entrepreneurship. It is certain

this current crisis will produce new lessons critical to acknowledge, learn from, and bring forward.
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