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Abstract

The need to foster private sector development and to combat youth unemployment has made
youth entrepreneurship a very attractive option. The present paper tries to identify key factors
determining successful entrepreneurship especially in developing countries in Sub-Saharan Africa,
starting from evidence from both poor and rich economies. Primary and secondary data from the
International Labour Organization as well as secondary data from other institutions have been
used. It appears that a young entrepreneur aged 25 - 34, well-educated, with a strong social capital
and living in a country with a culture favourable to entrepreneurship and where there are positive
perceptions of the attitude of the youth towards entrepreneurship is more likely to be successful
than other young entrepreneurs.
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1. Introduction

All over the world, in rich as well as in poor countries, the public sector is facing enormous financial challenges
and cannot be perceived as the only and actual engine of economic growth and development. The potentially
beneficial role of the private sector in sustainable development is being increasingly recognized [1]. It is mainly
the private sector that “invests, innovates and trades” [2]. Responsible private initiatives are hence to be fostered
and supported on a global level.

Youth unemployment is a widespread phenomenon, which is a major concern for rich and poor governments
alike. Youth entrepreneurship is one of the remedies which is often advocated both to create employment for the
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youth and to promote private sector development. This was recently stated also by the UN Secretary-General,
Mr. Ban Ki-Moon, during his visit at the International Labour Organization in Geneva on 18th June 2014 [3].
However, obstacles to the successful implementation of youth entrepreneurship persist along with numerous
cases of failures. It may therefore be useful to try and shed some light on limiting factors for young entrepre-
neurs and on how some existing barriers can be overcome, starting from empirical evidence.

The objective of the present paper is twofold. First, some key factors which can foster successful youth entre-
preneurship will be identified, based on findings mainly from some Sub-Saharan African countries, but also
from Europe and North America. Then, some barriers experienced by young entrepreneurs in Sub-Saharan
Africa will be described, focusing in particular on access to finance, which is a critical problem. Possible solu-
tions to overcome that obstacle will be presented, starting from evidence from poor as well as from rich coun-
tries. Some considerations on the economic sectors where young entrepreneurs operate will conclude the discus-
sion.

The questions that the present paper addresses are:
¢ What are conditions determining successful youth entrepreneurship?

e How do young entrepreneurs cope with their major obstacle to doing business, namely, limited access to fi-
nancial services?
¢ What are the sectors where young entrepreneurs are active?

These questions will be answered using primary and secondary data from the International Labour Organiza-
tion (ILO) as well as secondary data from other institutions.

Youth unemployment is a global issue, but it is a major concern particularly in some developing countries
where populations are on average very young. This is why the potential of youth entrepreneurship will be ad-
dressed principally for developing countries first, with emphasis on overcoming barriers to its development. The
principal data come from recent ILO reports in some Sub-Saharan African countries, especially Malawi and
Zambia.

As more detailed information on youth entrepreneurship is available in rich countries rather than in poor ones,
in the last section of the paper, data on young entrepreneurs in Veneto, a region in North-Eastern Italy, will be
used. This region has been chosen because it is one of the most economically dynamic and successful one in the
European Union and very specific statistical data on young entrepreneurs are available.

2. Some Information on Youth Entrepreneurship in Sub-Saharan Africa

According to the 2013 Global Entrepreneurship Monitor/Youth Business International (GEM/YBI) youth entre-
preneurship report, of all the regions in the world, the highest proportion of potential youth entrepreneurs is to
be found in Sub-Saharan Africa (60%). It is however to be noted that 32% of these young individuals are neces-
sity-driven entrepreneurs, which means that entrepreneurship is perceived as a survival strategy and not as a
business opportunity [4]. Considering specific data primarily on Malawi and Zambia may disclose some differ-
ences on youth entrepreneurship among Sub-Saharan African countries.

In general, Sub-Saharan Africa has a very young population. A recent ILO study on eight Sub-Saharan Afri-
can countries reveals that young people account for about 20% of the total national populations [5]. Malawi has
a very young population, with a median age of 17 years in 2009. A recent ILO survey reveals that about 63% of
young Malawians are self-employed mostly as own-account workers, and more rarely as employers with em-
ployees (only about 2%). The largest proportion of the young self-employed (35.6%) claimed that they chose
self-employment to have greater independence. These findings indicate that young entrepreneurs in Malawi are
slightly more opportunity than necessity driven. It is to be added that, of those young Malawians who said they
were very satisfied with their jobs, 75.4% were self-employed [6].

The Zambian population is also rather young, with almost 75% of them being under 35 years of age in 2010.
A recent ILO survey shows that about 30% of young Zambians are self-employed mostly as own-account work-
ers, and less frequently as employers with employees (about 6%). Of all surveyed young self-employed, 53.2%
said they became self-employed because they could not find any paid work, while 22% said that they chose
self-employment to have greater independence [7]. In the case of Zambia, it is possible to conclude that youth
entrepreneurship is more necessity than opportunity driven. This can be explained by the fact that in Zambia
waged employment is more widespread than in Malawi. Considering specific data on youth from recent ILO
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surveys, in Zambia 39% of the youth were in waged employment as opposed to only 20.8% in Malawi [5]. In
line with this latter finding, in Zambia enterprises run by self-employed youth are larger in size than in Malawi,
with a higher proportion of businesses employing more than one person.

3. What Are the Conditions Determining Successful Youth Entrepreneurship?

Several factors play a role in youth entrepreneurship. Some of them are:
e perception of, and attitude towards, youth entrepreneurship;
e entrepreneurial culture;
* education level;
e age; and
e social capital.
The following is a description of the conditions that those factors must meet in order for youth entrepreneur-
ship to be more likely to succeed.

3.1. A Positive Perception and Positive Attitude

A positive perception about being able to undertake a specific task or activity is very likely to lead to a success-
ful implementation of that task or activity [8]. This is why having a positive perception and attitude towards en-
trepreneurship increases the chances of becoming successful entrepreneurs. The GEM has estimated that indi-
viduals who believe that they have the skills necessary to start an enterprise are 4 to 6 times more likely to do
business [4].

The same report reveals that the youth in Sub-Saharan Africa have generally high positive attitudes towards
entrepreneurship and that doing business is a more common source of employment than in other regions of the
world. Entrepreneurship is perceived as a viable career opportunity and the youth are more willing to start a
business [4]. The following specific data on some Sub-Saharan countries confirm this finding and shows that
positive attitudes and perceptions are stronger in some countries than in others.

About 50% of the informal trainees interviewed for an ILO study in Malawi claimed that they wanted to start
their own business after informal training. According to the same report, in Tanzania the percentage of informal
trainees who started their own company is as high as 80% [9]. A 2009 labour market survey on technical, entre-
preneurial, vocational education and training (TEVET) in Malawi reveals that 57.6% of the interviewed appren-
tices were willing to engage in self-employment in order to obtain a higher income and level of independence
[10].

According to recent ILO school-to-work transition surveys, when asked about their life goals, about 34% of
surveyed young Malawians said that having a good family life was their leading goal, whereas about 29% of
them stated that their primary objective in life was making lots of money [6]. The fairly materialistic view of life
and perhaps entrepreneurial attitudes of young Malawians are somehow in contrast with those of surveyed
young Zambians, who said that their main life goal was being successful in work (38.5%), having a good family
life (26.3%) and making a contribution to society (25.3%). Interestingly, only 7.2% of interviewed Zambian
current students stated that they wanted to work in their own business or farm as a future job, with only 3% of
them expressing the wish to start their own enterprise. The large majority of them (81.5%) intended to work for
the government [7]. Clearly, positive perceptions towards youth entrepreneurship are more present in Malawi
than in Zambia. The same trend can be seen when considering positive attitudes of youth towards entrepreneur-
ship.

As a matter of fact, a 2012 ILO survey on the enabling environment for sustainable enterprises in Malawi re-
veals that 49.6% of respondents, including business owners, managers and employees, believed that the attitude
of the youth towards entrepreneurship in Malawi was positive or very positive. Of all interviewees, 37% thought
that young men had a more positive attitude towards entrepreneurship than young women, whereas 28% be-
lieved that the opposite was true [11].

A similar survey conducted in 2013 in Zambia discloses a less positive picture for this country. The general
attitude among young people (men and women aged 15 - 24) towards entrepreneurship was positive to very pos-
itive for 34.2% of respondents. Interestingly, for the same share of interviewees, it was neutral. Furthermore,
over 42% of respondents felt that young men had a more positive attitude, and about 30% found that women did.
About 22% thought that attitudes of young men and young women towards entrepreneurship did not differ [12].
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In Lesotho, when asked about the attitude of young people towards entrepreneurship for a similar ILO survey
conducted in 2014, 40.6% of all respondents thought that it was positive to very positive, and 30.8% believed it
was neutral. Half of young respondents (50%) indicated that it was very positive or positive. However, as res-
pondents get older, the share of positive or very positive perception decreases. Interestingly, young respondents
were also much more likely than all others (44%) to express the view that the youth have negative or sometimes
negative attitudes towards entrepreneurship. For the largest share of respondents of all ages (40%) the attitudes
towards entrepreneurship of young men and young women were similar [13].

An ILO survey on the same topic conducted in Swaziland in 2011 reveals that for 30% of respondents, in-
cluding employers and employees, the attitude of young women and men towards entrepreneurship was positive,
and for 40% of them it was neutral. Furthermore, surveyed employers and employees found that the attitude of
young women and young men was largely similar [14].

Based on the information presented so far, it can be concluded that chances of success of youth entrepreneur-
ship may be higher in those countries with more positive data on the perception and attitude of youth towards
entrepreneurship. Figure 1 sums up findings on country perceptions.

3.2. Entrepreneurial Culture

Understanding whether there is an entrepreneurial culture which favours business development and private sec-
tor growth in a given country is extremely difficult. More than the specific indicators that are regularly measured
over time, the most frequently used source of information is stakeholders’ perception. Findings from the ILO
country assessments of the enabling environment for sustainable enterprises provide useful information in this
regard.

Contrary to the positive findings on the attitude and perception of Malawian youth toward entrepreneurship, it
seems that in Malawi there is a prevalent culture that does not recognize the value of entrepreneurial activity
[11]. Again in contrast with the rather negative picture of perceptions of the attitude of youth entrepreneurship in
Zambia, it is observed that in this country a culture favourable to entrepreneurship exists [12]. In both countries,
though, entrepreneurial culture seems to be particularly unfavourable to women [11] and [12].

In Lesotho, being an entrepreneur does not bring prestige and youth are not enticed or encouraged to become
entrepreneurs. The ILO 2014 survey on the enabling environment for sustainable enterprises reveals that for
53% of respondents the Lesotho education system and way of living only moderately promote entrepreneurial
culture [13].

In order to make youth entrepreneurship successful in a given country, it is important to develop an entrepre-
neurial culture which promotes business creation and development. This can be done through the organization of
specific campaigns, government programmes, education programmes, as well as training activities. Where
women are in a particularly unfavourable situation, special measures ought to be taken in order to reach gender
equality in entrepreneurial culture.

o Positive to very positive

50

40 A
30
20
10 4
0 T T T

Swaziland Zambia Lesotho Malawi

%

Figure 1. Share of positive perception of youth towards entrepreneurship by
country (%). Source: ILO surveys on the enabling environment for sustaina-

ble enterprises.
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3.3. Education Level

Findings from an assessment of self-employment programmes for the unemployed in seven industrialized coun-
tries® reveal that being well-educated and having a high level of human capital including skills, qualifications
and training, are very important characteristics to be successful entrepreneurs [15].

Sub-Saharan Africa is the region in the world with the lowest education levels, with poor literacy and nume-
racy rates and widespread school drop-outs. Only 45% of the youth in this region have completed high school
compared to over 70% in all other regions [4]. The already-mentioned 2014 ILO report on eight Sub-Saharan
African countries indicates that the average current school participation rate reaches only 41.8%. Only 32.5% of
youth completed primary school and 32.3% of them left school at below the primary level. The same source re-
veals that between 1.5% and 28.8% of young people in the 8 selected countries have never attended school [5].
Becoming successful young entrepreneurs seems therefore to be particularly challenging in Sub-Saharan Africa.
These negative findings on education are confirmed on a country level.

The ILO school-to-work transition survey conducted in Malawi indicates that 54.2% of surveyed youth had
not even attained primary-level education, and only 15.7% of them had completed education on a secondary
level or higher. Moreover, 65.5% of interviewed young males and 51.8% of young females had dropped out of
school. Another interesting finding, which is not very encouraging for successful youth entrepreneurship in Ma-
lawi, is that educated youth are engaged in waged employment more than in self-employment. Less than 1% of
the surveyed young self-employed had university or other tertiary education. They however earned three times
more than those youth who were self-employed and had no education [6].

Interestingly, as noted above, in Malawi there seem to be more opportunity-driven entrepreneurs than in
Zambia, despite low education levels. The lack of waged employment opportunities in some countries like Ma-
lawi may explain why some youth choose to do business. Alternative options may simply be considered as un-
realistic, particularly in rural areas. Opportunity-driven motivation for starting an enterprise in some very poor
countries should therefore be taken with caution.

The 2010 Zambia Business Survey confirms the idea that education makes good entrepreneurs. It reveals that
in Zambia, SMEs with better educated owners are more productive [16]. According to the ILO school-to-work
transition survey, the majority of the youth was in school intended to pursue further education in order to im-
prove their employment opportunities. The level of education made a difference also for the self-employed.
Earnings of young self-employed with secondary education were about 4 times higher than those of young
self-employed with primary education [7].

Education is a major challenge for successful youth entrepreneurship in Sub-Saharan Africa. Shifting from
necessity-driven self-employment to opportunity-driven entrepreneurial activity may require strengthening in-
terventions providing education and training to young women and men on one hand, and increasing support to
well-educated youth who could become successful entrepreneurs on the other.

3.4. Age

According to the 2013 GEM/YBI youth entrepreneurship report, in Sub-Saharan Africa the older youth aged 25
- 34 are more likely than younger individuals to start a business [4]. Moreover, the already-mentioned study on
self-employment for the unemployed in industrialized countries shows that male individuals aged around 35 or
more have higher chances to survive in self-employment compared to other age groups and to females [15].

Based on these findings, in Sub-Saharan Africa it may be worth focusing on older youth rather than on those
aged 15 - 24, as their chances of becoming successful, opportunity-driven entrepreneurs are higher. The young
youth seem to be more in need of support comprising education and training.

3.5. Social Capital

In poor and rich countries alike, social capital is a pivotal factor of success in self-employment and youth entre-
preneurship.

In Canada, friends and family, linkages to the local community and the use of information channels contribute
to the success of the self-employed. Family and friends can provide cheap or free labour in critical phases of the
business. In the United States, networks with family and friends are key in the enterprise survival [15].

%Canada, France, Germany, Ireland, Netherlands, United Kingdom and United States
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The GEM/YBI youth entrepreneurship report reveals that in Sub-Saharan Africa, for 40% of surveyed busi-
nesses, family and friends represented between 25% and 100% of their customers [4]. Family and friends often
also provide capital for the business. This was the case for 24.3% of interviewed youth in Malawi [6] and about
32% of young Zambian respondents [7] according to the ILO school-to-work transition surveys.

Clearly, those youth who have strong social skills and are integrated in solid social networks, including youth
organizations, have higher chances than others to become successful entrepreneurs.

4. Some Barriers to Youth Entrepreneurship

The 2013 GEM/YBI youth entrepreneurship report indicates that for the youth in Sub-Saharan Africa, the main
barriers to entrepreneurial activity are lack of capital, lack of skills, lack of support and lack of market opportun-
ities [4]. The 2014 ILO report on youth in eight Sub-Saharan African countries reveals that 50% or more of
young entrepreneurs in Benin, Liberia, Malawi and Togo stated that limited access to finance is their principal
obstacle to doing business. Competing in the market and shortages of raw materials are two other relevant impe-
diments [5].

The ILO school-to-work transition survey conducted in Malawi reveals that, for 52.2% of respondents, diffi-
cult access to financial services is the principal obstacle that the youth experience in entrepreneurial activity.
The second most cited barrier is lack of marketing services, as reported by 10% of young interviewees [6]. In
Zambia, for about 47% of surveyed young women and men, lack of financial resources is the principal barrier to
youth entrepreneurship, followed by market competition with 24.5% of respondents giving this answer [7].

The information described above clearly indicates that, although access to finance is not the only problem
experienced by young entrepreneurs, it is perceived as the main one. It may therefore be useful to explore the
issue of access to financial services more in depth in order to see what kind of solutions can be adopted.

5. How Do Young Entrepreneurs Cope with Their Major Obstacle to Doing
Business, Namely Limited Access to Financial Services?

The ILO surveys conducted for country assessments of the enabling environment for sustainable enterprises in
Lesotho, Malawi and Zambia, all indicate that considering men in general, women in general, the youth in gen-
eral, and young men and young women, the group which has the most difficult access to financial services is the
youth in general and young women in particular [11]-[13]. The youth are not trusted because of their lack of ex-
perience and because they usually cannot provide adequate collateral. This situation is not at all likely to change
as financial institutions apply sustainability criteria and try to reduce risk to minimum levels.

But how do existing young entrepreneurs finance their businesses?

The GEM/YBI youth entrepreneurship report reveals that in all regions of the world 70% or more of the youth
finance their enterprises through family, friends and personal savings. In Sub-Saharan Africa the proportion is
the highest, with 77.7% of young people using such sources of funding [4]. Between one-fifth and one-third of
young entrepreneurs in the eight Sub-Saharan African countries considered in the 2014 ILO report did not need
any money to start their business. Personal savings is the main source of funding in all countries except in Libe-
ria and Zambia where higher shares of young entrepreneurs receive money from family and friends [5].

The ILO school-to-work transition surveys provide more detailed information on a country level. In Malawi,
27% of young entrepreneurs said no money was needed to start their business. For about 42% of them, personal
savings was the source of funding (a hint at the small scale and likely precariousness of the venture), and for
24.3%, friends and family provided financial resources. Only 4% of young entrepreneurs received funding from
formal financial institutions [6]. The situation is very similar in Zambia, where 20.2% of young entrepreneurs
reported that no financing was needed, about 32% borrowed money from family and friends and almost 31%
used their own savings [7]. Figure 2 illustrates these findings.

Rather than trying to access financial services at any rate, it may be wiser to better understand what kind of
business can be created and developed with scarce resources. What kind of enterprises can be developed with
possibly small starting capital coming from personal savings or family and friends’ contributions? The following
section will address this issue.

6. What Are the Sectors Where Young Entrepreneurs Are Active?
According to the 2013 GEM/YBI report, in all regions of the world the young youth are more likely than the
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Malawi Zambia
6.60%

16.80%

20.20%

32.10%
30.90%

42.10% ® No money needed
m Own savings
» Family and friends

m Others

Figure 2. Sources of funding to start a business for young entrepreneurs by country (%).
Source: ILO school-to-work transition surveys.

older youth and adults to develop a business in the retail and trade sector. This is due to the low start-up capital
and low level of business skills which are required. Competition within the retail sector is often very high and
may become a major obstacle to doing business as shown in Section 4 above. A self-employed job in this sector
may therefore be one with a short duration and resulting in low income. It may nonetheless be an excellent
learning experience thanks to which useful personal and business skills can be developed for future, better em-
ployment [4].

It may be interesting to examine information on young entrepreneurs by sector from Malawi, Zambia and
Veneto, an economically very dynamic region in North-Eastern Italy with about 5 million inhabitants. This latter
region has been chosen because specific data on young entrepreneurs were available, and because it may be
useful to compare youth entrepreneurship in two rather poor countries to that of a high-income area. The young
entrepreneurs considered for Malawi and Zambia are 15 to 29 years old and operate largely in the informal
economy. The youth considered for VVeneto are 18 to 29 years old and their businesses are formally registered as
sole proprietorship.

The first observation which ought to be made is that, as indicated in the 2013 GEM/YBI report, trade and re-
tail is indeed the sector with the highest share of young entrepreneurs belonging to the young youth in the three
cases (31.7% in Malawi, 42.7% in Zambia and 26% in Veneto). Only in Malawi, a low-income country, agri-
culture records a higher proportion of young entrepreneurs than retail and trade (51.3%). Manufacturing is
another sector which registers a slightly higher share of young entrepreneurs compared to others in all three cas-
es (7.8% in Malawi, 4% in Zambia and 7% in Veneto). More young entrepreneurs are active in the construction
sector in Veneto (23.5%) than in Malawi (2%) and Zambia (3.5%). As the GEM/YBI 2013 report indicates, the
internet as a means to do business is underutilized in Sub-Saharan Africa [4]. This is certainly linked to poor
education levels and poor ICT infrastructure in Malawi and Zambia and is reflected in Table 1, where these two
countries record shares of young entrepreneurs close to zero in “information and communication” whereas Ve-
neto registers a proportion over 2%. The same can be said about “finance and insurance” where the two African
countries register levels close to zero and Veneto reaches a share of 3.7%.

Clearly, as Table 1 indicates, young entrepreneurs are more spread among sectors in Veneto, a high-income
more diversified economy, than in Zambia, a lower middle-income country, or Malawi which is a low-income
state where agriculture is definitely the main source of employment. It is to be added that young entrepreneurs in
all three cases seem to be engaged in labour-intensive economic activities requiring a low level of skills and
possibly low start-up capital. Furthermore, although in Veneto informal employment is not a completely un-
known phenomenon, in Malawi and Zambia young entrepreneurs are almost entirely operating in the informal
economy under extremely poor and precarious working conditions.

)
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Table 1. Youth entrepreneurship (15 - 29 years of age) by sector and by country (%).

Malawi Zambia Veneto

Agriculture 51.34 20.56 8.95

Mining 0.36 0 0
Manufacturing 7.80 3.92 7.01
Electricity, gas and water 0 0.19 0.04
Water supply 0 0.67 0.03
Construction 2.00 3.54 23.48
Retail and trade 31.68 42.65 25.91
Transport 1.74 1.84 1.93
Accommodation 0.50 1.92 7.36
Information and communication 0.30 0.86 211
Finance and insurance 0.12 0 3.72
Real estate - - 1.25
Technical and scientific professional activity 0.41 1.15 3.58

Administrative 0 0.31 -
Renting and travel agencies - - 3.50
Education 0.36 091 0.16
Health 0 0.02 0.17
Arts, sports and entertainment 0.15 2.65 0.84
Other services 2.46 14.20 7.69
Private households and non-classified 0.79 4.60 2.26
Total 100 100 100

Sources: ILO School-To-Work Transition database (2012); Unioncamere del Veneto (2013).

7. Conclusions

Based on the information provided so far, a young entrepreneur aged 25 - 34, well-educated, with a strong social
capital and living in a country with a culture favourable to entrepreneurship and where there are positive percep-
tions of the attitude of the youth towards entrepreneurship is more likely to be successful than other young en-
trepreneurs. These potentially successful young entrepreneurs, women and men alike, should be given special
attention and support in order to increase the number of opportunity-driven individuals as opposed to the neces-
sity-driven ones in poor countries.

Youth entrepreneurship for the young youth often seems to have the characteristics and function of a learning
experience, where individuals acquire and develop business and personal skills. The support provided to young
people in this case should therefore be much more focused on the provision of education and training for the
acquisition of new skills, which could increase the chances of success for them.

Limited access to finance for young entrepreneurs should be seen more as a feature of doing business for the
youth than as a constraint. The youth, in particular the young ones who are under 25 years of age, should focus
on economic activities which require limited start-up capital, as is often already the case. Financial resources
should nonetheless be made available to older youth with the characteristics of potentially successful young en-
trepreneurs and to those younger ones who have innovative and original business ideas that could move them
out of the highly competitive retail sector, and who have, despite their young age, adequate skills and social cap-

C2)
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Youth entrepreneurship is certainly a viable solution against unemployment, but other options in waged em-
ployment may sometimes be preferable. At a time when programmes to support youth entrepreneurship are pro-
liferating, one hopes that the information presented in this paper and its few final remarks will help make sup-
portive actions more focused and effective.
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