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FOREWORD 

The Global Entrepreneurship Monitor (GEM) is a major international research project aimed at de-
scribing and analyzing entrepreneurial processes across a wide range of countries. In 2008 Latvia par-
ticipated in the GEM project for the fourth time. This volume represents the Latvian Country report 
based on original data collected in Latvia for GEM. We believe that the Latvian GEM will contribute 
to the knowledge and understanding of the factors influencing entrepreneurial activity in Latvia. This 
year the report includes special topics devoted to intrapreneurial activity, social networks, and entre-
preneurial education.

The Latvian participation in GEM would not have been possible without the generous support of Telia-
Sonera through the TeliaSonera Institute at the Stockholm School of Economics in Riga.

Anders Paalzow        Alf Vanags
Rector, SSE Riga       Director, BICEPS
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Nascent entrepreneurs
A nascent entrepreneur is an adult individual† 
who is actively trying to start up a new busi-
ness that he or she will fully or partially own. 
This new business has already passed the stage 
of being a plain idea, because the individual 
has taken some active steps over the last 12 
months that would help launch this business, 
such as looking for equipment or a location, or-
ganizing a start-up team, working on a business 
plan, or beginning to save money. However, the 
business is not yet fully operating, since it has 
not paid wages for more than three months to 
its owners.

New firm owners
A new firm owner is an adult individual who 
manages and fully or partially owns a new 
business that has paid wages to its owners for 
more than three months, but for less than 42 
months (3.5 years).

Established business owners
An established business owner is an adult indi-
vidual who manages and at least partially owns 
a business that has paid wages to its owners for 
more than 42 months (3.5 years). 

Early-stage entrepreneurs 
(nascent entrepreneurs + new firm own-
ers)
An early-stage entrepreneur is an adult individ-
ual who is either a nascent entrepreneur or a 
new firm owner. The early-stage entrepreneur-
ship phase covers entrepreneurial activity from 
the first active step taken in order to start up a 
business until the moment when the enterprise 
has paid salaries to its owners for 42 months 
(3.5 years).

firm owners 
(new firm owners + established business 
owners)
A firm owner is an adult individual who man-
ages and fully or partially owns a business. This 
definition includes new firm owners and estab-
lished business owners.

overall entrepreneurial activity 
(early-stage entrepreneurs + established 
business owners)
Overall entrepreneurial activity includes both 
early-stage entrepreneurs and established en-
trepreneurs. Therefore, this group covers all 
entrepreneurs at all stages of the business life-
cycle.

prospective entrepreneurs
A prospective entrepreneur is an adult individ-
ual who is planning to start their own business 
within three years.

Intrapreneurs
An intrapreneur is an adult individual who has 
been involved in developing a new business 
activity for an employer in the past two years 
(e.g. establishing a new outlet or subsidiary, 
launching a new product-market combination).

† An adult individual is a person between 18 
and 64 years old.

GEM TERMINOLOGY
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GEM data is designed to measure entrepre-
neurial activity across a wide range of coun-
tries, including those where government busi-
ness registration data may not provide a true 
and fair reflection of actual business activity. 
The main distinctions between GEM data and 
business registrations data are as follows:

The focus of GEM is on entrepreneurs as 
individuals rather than on business ven-
tures. The primary purpose of GEM is not 
to count the number of new businesses in 
different countries. It is about measuring 
entrepreneurial spirit and entrepreneurial 
activity through different phases of the 
entrepreneurial process. Results of GEM 
research may not be directly comparable 
to studies based on Enterprise Register 
data because of different definitions used. 

GEM data are obtained using a research 
design that is harmonized over all partici-
pating countries. Despite recent initiatives 
by Eurostat, OECD, and the World Bank, 
the harmonization of national business 
registrations has not yet been achieved. 
GEM data uniquely enable reliable com-
parisons across countries. 

The GEM research design implies statisti-
cal uncertainties in aggregate (country-

•

•

•

level) results. This is acknowledged by 
publishing confidence intervals for ob-
tained entrepreneurship indices. Business 
registration data are “count data” and as 
such do not require confidence intervals. 
However, the accuracy of registration data 
as a measure of new business activity is 
unclear for some countries. For example, 
in the UK, most businesses are not (and 
are not required to be) registered at all, 
while in Spain registration is compulsory 
before trading can commence. In some 
countries, businesses may be registered 
purely for tax reasons without entrepre-
neurial activity taking place, while in oth-
er countries businesses are deliberately 
not registered to avoid paying taxes.

GEM tracks people who are in the proc-
ess of setting up a business (nascent en-
trepreneurs), as well as people who own 
and manage operational businesses. These 
also include freelancers, or other entre-
preneurs who in some jurisdictions need 
not register. GEM also measures attitudes 
and self-perceptions regarding entrepre-
neurship. 

‡Based on GEM 2008 Executive Report

•

The GEM 2008 Latvia Report provides detailed 
information on the latest trends in entrepreneur-
ial activity and entrepreneurial spirit in Latvia. 
The report offers an international comparison of 
Latvia with other countries participating in the 
GEM project. Special topics of this report include: 
entrepreneurial education, intrapreneurship, and 
social networks. We expect the analysis included 
in this report to be informative for policy makers, 
as well as the business and academic community. 

According to the GEM survey, slightly less than 
100 thousand people were involved in early-stage 
entrepreneurial activity in Latvia in 2008. This 
represents about 6.5% of the adult population. 
About two thirds of these people were nascent 
entrepreneurs and the rest were new firm own-
ers. In 2008 the prevalence rate of early-stage en-
trepreneurs nearly completely recovered after a 
significant drop in 2007. A similar trend was ob-
served in Russia, Greece, France, Norway, and to 
a smaller extent in Croatia, Turkey, the US, and 
the UK.

The level of early-stage entrepreneurial activity 
in Latvia stood slightly above the EU median and 
was quite similar to that in the other new Mem-
ber States - Slovenia and Hungary. In contrast, 
the prevalence of established business owners 
was very low by international standards. A low 
rate of established business ownership and a 
relatively high rate of early-stage entrepreneurial 
activity points to very low chances of survival for 
start-ups in Latvia.

Despite the economic slowdown and quite low 
chances for start-up survival, the proportion of 
prospective entrepreneurs in Latvia in 2008 sub-
stantially increased. About 140 thousand peo-
ple intended to start a business in Latvia within 
three years. That represents more than 9% of the 
adult population. 

In 2008 the entrepreneurial environment in 
Latvia shrank along four of the eight dimensions 
measured in the GEM research. Fewer people 
than before perceived favourable business oppor-
tunities, considered that they have the necessary 
start-up skills, and reported knowing other busi-
ness starters. ‘Egalitarian views’, i.e. a preference 
for similar standards of living for everyone, be-
came more popular in society. 

In comparison with other countries, the entrepre-
neurial environment in Latvia was weak on the 
indicators of perceived business opportunities 
and start-up skills. The measure of attractiveness 
of an entrepreneurial career was one of the high-
est in Latvia, but is likely to reflect overoptimis-
tic expectations. Support for entrepreneurship in 
the media was quite strong. Entrepreneurs were 
respected in society and enjoyed high social sta-
tus. One of the major differences between west-
ern countries and Latvia was the high popularity 
of ‘egalitarian views’. 

The level of necessity-driven entrepreneurship in 
Latvia was approximately average in comparison 
to other GEM countries. However, over recent 
years Latvia has experienced a sharp increase in 
necessity-driven entrepreneurial activity: from 
15% in 2007 to 21% in 2008. The share of neces-
sity-driven entrepreneurs among nascent entre-
preneurs almost doubled. Similarly, on a global 
scale the proportion of necessity-driven entre-
preneurship increased on average.

Education in entrepreneurship appeared to be 
relatively well spread in Latvia: 28% of adult in-
dividuals received some type of training or educa-
tion in starting a business. Most of the educated 
people were young because during the Soviet 
period private business was outlawed and educa-
tion in business was nonexistent. The two most 
popular types of education in GEM countries and 

MAIN DISTINCTIONS BETWEEN GEM DATA 
AND BUSINESS REGISTRATION DATA‡ EXECUTIVE SUMMARY
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in Latvia were self-directed learning and formal 
university education. Government agencies and 
business and trade organizations were found ex-
tremely unpopular education providers. 

Latvia was the only GEM country where women 
were significantly more likely than men to have 
education or training in starting a business. How-
ever, women were less likely than men to claim 
that they have good start-up skills. Perceptions of 
the entrepreneurial environment by women and 
men along other dimensions were quite similar, 
but rates of entrepreneurial activity were much 
lower among women. The lower propensity of 
women to engage in entrepreneurship might be 
explained by self-imposed psychological barriers 
or attitudes toward risk, uncertainty, and compe-
tition.

Around 5% of adult individuals in Latvia were 
identified as intrapreneurs (i.e. intraorganiza-
tional entrepreneurs). The indicator was about av-
erage in comparison to other countries. However, 
in the Netherlands and Norway a substantially 
higher proportion of the population was involved 
in intrapreneurial activity. The incidence of intra-
preneurial activity is likely to be positively related 
to the economic development of a country.

Intrapreneurs in Latvia appeared to be not very 
active: only a third of them participated in both 

idea generation and implementation. This stands 
in contrast to most other countries observed in 
this study. Moreover, intrapreneurs in Latvia 
were less likely to play a leading role in their ac-
tivity. It might be that traditional management 
techniques in Latvian firms deter intrapreneurs 
in Latvia from more active behaviour. However, 
a high proportion of intrapreneurs demonstrated 
a desire to start their own business in the future 
and abilities to do this. 

Nascent entrepreneurs in Latvia have a larger 
variety of advisors in their social networks than 
owners of young and established firms. A similar 
pattern holds in other observed countries, except 
Denmark. Danish entrepreneurs on average have 
the widest social networks out of all surveyed 
countries. 

Family and friends turned out to be one of the 
most popular sources of advice for both nascent 
entrepreneurs and firm owners both in Latvia 
and in other countries observed. In contrast, 
experts such as researchers, investors, banks, 
lawyers, accountants, and public advice agencies 
were relatively rarely used. In comparison with 
Denmark, family ties were relatively more im-
portant in Latvia, but Danish entrepreneurs were 
more likely to use expert-advisors.

The Global Entrepreneurship Monitoring (GEM) 
is a not-for-profit academic research consortium 
that produces assessment of entrepreneurial ac-
tivity across the world. The goal of GEM lies in 
making high quality international research data 
on entrepreneurial activity available to a wide au-
dience all over the world. Initiated in 1999 with 
ten countries, the GEM research consortium had 
expanded to 43 countries in 2008. GEM is the 
largest single study of entrepreneurial activity 
in the world. Its contribution to knowledge and 
understanding of the entrepreneurial process in a 
global context is unique. 

The three main objectives of GEM are:  

To measure differences in the level of entre-
preneurial activity between countries.  

To uncover factors determining levels of en-
trepreneurial activity.

To identify policies that may enhance the 
level of entrepreneurial activity.

GEM’s hallmark is its focus on the role played 
by individuals in entrepreneurship. The unit of 
analysis in GEM is the entrepreneur rather than 
a business venture, and entrepreneurs play the 
role of informant on their business. In the GEM 
research perspective, individuals are primary 
agents in setting up, starting, and maintain-
ing businesses. The GEM approach is not about 
counting the number of businesses. It is largely 
about measuring entrepreneurial activity within 
the adult population, entrepreneurial spirit, and 
attitudes to entrepreneurship. 

•

•

•

1. INTRODUCTION TO ThE GEM pROjECT

GEM takes a comprehensive approach and con-
siders the degree of involvement in entrepre-
neurial activity within a country, identifying dif-
ferent types and phases of entrepreneurial activ-
ity. GEM views entrepreneurship as a process and 
distinguishes entrepreneurs at different stages of 
their life-cycle: from the very early phase when 
the business is in gestation to the established 
phase and possibly discontinuation of the busi-
ness.  GEM also looks at the main drivers behind 
engagement in entrepreneurial activity, and dif-
ferentiates between individuals pulled into entre-
preneurship because of opportunity recognition 
and pushed into entrepreneurship for reasons of 
necessity. GEM also provides a means by which a 
wide variety of important entrepreneurial char-
acteristics such as innovativeness, export-orien-
tation, and high-growth aspirations can be sys-
tematically studied. Finally, GEM offers a frame-
work for conducting research on special topics in 
entrepreneurship (e.g. entrepreneurial education, 
intrapreneurship, social networks) in an interna-
tional context.

An important advantage of GEM is its reliance on 
high-quality data, collected via adult population 
surveys (APS) in each participating country. Rep-
resentative samples of more than 2000 randomly 
selected adult individuals were collected in each 
of the 43 countries participating in GEM in 2008. 
The GEM adult population survey in Latvia took 
place in June 2008. The professional survey firm 
“SKDS” conducted telephone interviews with 
2011 adults aged 18-64 years old. In this report 
we present the findings from this survey, as well 
as the surveys that took place in all the partici-
pating GEM countries.
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2. SCOpE OF ENTREpRENEURIAL ACTIVITY IN LATVIA

figure 1: Stages of the entrepreneurial process in GEM

Early-stage entrepreneurial activity

Discovery stage

Prospective 
entrepreneurs

firm emergence 
stage

Nascent entrepreneurs

Established 
business stage

Established business 
owners

Intention Conception Firm birth Persistence

(business paid 
wages for more than 

3 months)

(business paid 
wages for more than 

42 months)

Source: Inspired by Klyver (2008) and GEM 2008 Executive Report.

ENTREpRENEURIAL ACTIVITY

Engagement in entrepreneurial activity is fre-
quently seen as an occupational decision with just 
two outcomes: a person is an entrepreneur or not. 
However, a choice to pursue an entrepreneurial 
career can be better described as a sequence of 
decisions or a process consisting of several stages 

(Reynolds, 1997). GEM distinguishes four major 
stages of the entrepreneurial process or business 
life cycle. Figure 1 demonstrates these stages. The 
definitions used in Figure 1 are explained in the 
GEM Terminology section on page 7. 

The first stage is the discovery stage. It includes 
individuals who intend to start a business within 
three years, i.e. prospective entrepreneurs. The 
second stage of firm emergence starts when indi-
viduals commit resources to start a business, i.e. 
they take active steps towards setting up a busi-
ness, such as working on a business plan, securing 
financing, looking for equipment or a location, or 
organizing a start-up team. Individuals operating 

in this stage are called nascent entrepreneurs. Pay-
ment of wages or salaries to firm owners for more 
than three months signals a firm birth and the 
beginning of the young business stage. This lasts 
until the business has been in operation for more 
than 42 months (3.5 years)1. After this point a 
business is considered to be established and en-
ters the established business stage.

The second and the third stages together can be 
combined to define so called early-stage entrepre-
neurial activity. Early-stage entrepreneurial activ-
ity is the hallmark of GEM analysis. It represents 
dynamic new firm activity, which is probably the 
most crucial period in the life of a new venture, 
decisive as to whether a business will thrive or 
perish. Official data based on the Enterprise Reg-
ister often do not completely cover early-stage 
activity, since nascent entrepreneurs may not 
yet have registered their businesses. Therefore, 
research on early-stage business activity based 
on official data may suffer from serious selection 
bias because it looks only at successful start-ups. 
GEM overcomes this problem by identifying nas-
cent entrepreneurs (as well as entrepreneurs in 
other stages of engagement in the entrepreneuri-
al process) through screening of the adult popula-
tion of the country. 

According to the GEM survey, slightly less than 
100 thousand people were involved in early-stage 
entrepreneurial activity in Latvia in 2008. This 
represents about 6.5% of the adult population of 
the country. This GEM indicator is known as the 
prevalence of early-stage entrepreneurial activity. It 
serves as a measure of the dynamism and future 
potential of the economy, and is generally used to 
compare the entrepreneurial potential of coun-
tries with similar levels of development. About 
one-third of early-stage entrepreneurs in Latvia 

were owner-managers of new businesses no older 
than 3.5 years. The rest were actively starting 
new businesses2.  

The GEM screening procedure also allowed iden-
tification of prospective entrepreneurs in Latvia, 
i.e. individuals who were thinking of starting a 
business within three years. In 2008 there were 
about 140 thousand such individuals in Latvia. 
This amounts to more than 9% of the adult 
population. Prospective entrepreneurial activity 
describes possible future tendencies in entrepre-
neurship development. 

Slightly less than 45 thousand people in Latvia 
were owners and managers of established firms, 
which are at least 3.5 years old. This is approxi-
mately 3.0% of the adult population. Established 
entrepreneurship describes business owners 
whose businesses have already proved to be sus-
tainable, i.e. those who form the basis of entre-
preneurial activity in Latvia. Characteristics of 
established businesses can in some respects be 
described more accurately using data from the 
Enterprise Register because it covers the whole 
population of registered businesses, unlike GEM, 
which provides information on a random sample 
of business owners. Therefore, the GEM project 
mainly focuses on analysis of early-stage entre-
preneurship.

1	 This	cut-off	point	of	3.5	years	has	been	chosen	by	GEM	based	on	the	combination	of	theoretical	and	operational	grounds.	For	more	details	on	this	choice	see	
GEM	2008	Executive	Report	or	Reynolds	et al.	(2005).

2	 Some	individuals	are	simultaneously	involved	in	several	business	activities	which	are	at	different	stages	of	development.	When	calculating	early-stage	entre-
preneurial	activity	these	individuals	are	counted	only	once.	

Young business 
stage

New business owners
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Figure 2 demonstrates the dynamics in early-
stage entrepreneurial activity in Latvia over the 
last four years. According to Latvian GEM sur-
veys, the rate of early-stage entrepreneurial ac-
tivity was quite stable over 2005 and 2006. Then 

a significant drop occurred in the early-stage 
entrepreneurship rate in 2007, followed by a re-
bound to previous levels in 2008. The prevalence 
of nascent entrepreneurs was much more volatile 
compared with new firm ownership. 

As discussed in the GEM 2007 Latvia Report, the 
slowdown in early-stage entrepreneurial activity 
in 2007 was related to favourable conditions in 
the Latvian labour market and an outflow of hu-
man resources from entrepreneurial activity to 
paid employment. Our interpretation is that the 
reverse happened in 2008. Those people who lost 
their jobs or expected wage cuts or unemploy-

ment in the future might have decided to start 
some kind of self-employment or entrepreneurial 
activity to maintain their income.

Over the last three years, similar tendencies in 
early-stage entrepreneurial activity were ob-
served in several other countries, e.g. in Russia, 
Greece, France, Norway, and, to a smaller extent, 
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C. Early-stage entrepreneurs

figure 2: prevalence rates of entrepreneurial activity in Latvia, 200�-2008
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in Croatia, Turkey, the US and the UK. Figure 3 
offers a comparison of the dynamics in entre-
preneurship rates in these countries. During the 
boom years of 2006-2007 the sharpest relative 
decline in early-stage entrepreneurial activity was 

observed in Russia and Latvia. Over 2007-2008, 
when the first signs of the crisis appeared, the 
biggest rebound in entrepreneurship rates took 
place in Greece and France, followed by Latvia.

Note: The vertical bars in the chart display 95% confidence intervals.
Source: GEM 2005-2008 Latvian Adult Population Survey (APS) data.

figure �: trends in early-stage entrepreneurial activity in selected countries, 200�-2008

Table 1 presents Latvia in the international con-
text by illustrating prevalence rates of entrepre-
neurial activity at different levels of engagement 
for all countries that participated in GEM 2008. 
The countries are divided into three groups.

The first group includes all EU countries that par-
ticipated in GEM in 2008. It consists of 11 old 
EU countries and 4 new Member States - Hun-
gary, Slovenia, Romania, and Latvia. The group of 
new Member States participating in GEM is too 

narrow to be analyzed on its own. Therefore, we 
analyze the old and the new EU Member States 
together even though they differ with respect to 
their respective stages of economic development. 
Our aim is to get a broader perspective on the de-
velopment of entrepreneurial activity in the EU 
as a whole and to assess Latvia’s performance in 
comparison with other EU countries. However, 
one should keep in mind that the nature of en-
trepreneurial activity in the new Member States 
might differ from that in the old EU countries. 

A. Nascent entrepreneurs B. New firm owners

C. Early-stage entrepreneurs

Source: GEM 2005-2008 master data. 
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table 1: prevalence rates of entrepreneurial activity across all GEM countries, 2008

Region Country
Nascent 

entrepreneurs
New firm 
owners

Early-stage 
entrepreneurs a

Established business 
owners

Overall business 
activity b

Eu
ro

pe
an

 U
ni

on

Greece 5.3 4.6 9.9 12.6 22.0

Ireland 3.3 4.3 7.6 9.0 16.3

Finland 4.1 3.3 7.3 9.2 16.0

Spain 3.3 3.9 7.0 9.1 14.8

Netherlands 2.1 3.2 5.2 7.2 12.3

Slovenia 4.1 2.4 6.4 5.6 11.8

Hungary 3.8 2.8 6.6 5.3 11.8

United Kingdom 3.1 2.9 5.9 6.0 11.7
Italy 2.0 2.7 4.6 6.5 11.0

Latvia 3.9 2.8 6.5 3.0 9.4

Denmark 2.3 2.3 4.4 4.4 8.4

France 3.8 1.9 5.6 2.8 8.2

Germany 2.4 1.5 3.8 4.0 7.7

Romania 2.5 1.6 4.0 2.1 5.9

Belgium 2.0 0.9 2.9 2.6 5.3

Median 3.3 2.8 5.9 5.6 11.7

H
ig

h-
in

co
m

e 
co

un
tr

ie
s 

ou
ts

id
e 

th
e 

 E
U

South Korea 3.5 6.5 10.0 12.8 22.6

United States 5.9 5.0 10.8 8.3 18.7

Iceland 6.5 3.6 10.1 7.1 16.7

Norway 5.0 4.0 8.7 7.7 15.8

Japan 3.2 2.3 5.4 7.9 12.7

Israel 3.5 3.1 6.4 4.5 10.6

Median 4.3 3.8 9.3 7.8 16.3

Lo
w

- a
nd

 m
id

dl
e-

in
co

m
e 

co
un

tr
ie

s 
ou

ts
id

e 
th

e 
EU So

ut
h 

A
m

er
ic

a

Bolivia 17.4 14.3 29.8 19.1 45.6

Colombia 13.8 11.7 24.5 14.1 36.7

Peru 19.7 6.8 25.6 8.3 32.7

Argentina 8.5 8.5 16.5 13.5 29.6

Ecuador 8.7 9.1 17.2 11.9 28.1

Brazil 2.9 9.3 12.0 14.6 26.4

Uruguay 7.7 4.4 11.9 7.9 19.3

Chile 8.2 5.0 13.0 6.9 19.2

Ca
ri

bb
ea

n 
an

d 
N

or
th

 
A

m
er

ic
a Dominican Republic 11.7 9.8 20.4 8.2 27.9

Jamaica 9.0 7.1 15.6 9.1 24.3

Mexico 9.3 4.0 13.1 4.9 17.8

Ba
lk

an
s

Macedonia 7.2 7.7 14.5 11.0 24.8

Bosnia and Herzegovina 6.4 2.7 9.0 8.7 17.1

Serbia 4.0 3.6 7.6 9.3 16.5

Croatia 4.9 2.8 7.6 4.8 12.3

Eu
ra

si
a

India 6.9 4.9 11.5 16.5 27.6

Iran 5.9 3.4 9.2 6.8 15.7

Turkey 3.2 3.0 6.0 4.8 10.7

Russia 1.7 2.0 3.5 1.1 4.4

A
fr

ic
a Angola 19.3 4.1 22.7 4.1 26.0

Egypt 7.9 5.5 13.1 8.0 20.2

South Africa 5.7 2.1 7.8 2.3 9.9

Median 7.8 5.0 13.0 8.3 22.2

Median All GEM countries 4.9 3.6 8.7 7.7 16.3

Note: Within each group, countries are sorted by overall business activity.
Source: Own calculations based on GEM 2008 master data.
a Early-stage entrepreneurs are either nascent entrepreneurs or new firm owners.
b Overall business activity includes individuals who are either early-stage entrepreneurs or established business owners.

The highest rates of entrepreneurial activity in 
this group are for Greece, Ireland, and Finland. 
Out of the new EU Member States, Slovenia is 
the most developed country and has the highest 
overall business activity rate. Hungary stands 
right next to it in the rating. Entrepreneurship 
rates in Latvia are quite similar to those in Slov-
enia and Hungary with the exception of estab-
lished business ownership activity. Prevalence of 
established business owners in Latvia is almost 
half that of Slovenia or Hungary.

The second group consists of high-income3 coun-
tries outside the EU. Apart from Israel and Japan, 
all the countries in this group have high entrepre-
neurship rates. The leader according to the total 
entrepreneurial activity rate is South Korea – a 
new GEM participant in 2008.

The last group consists of low- and middle-in-
come countries outside the EU. Patterns of en-
trepreneurial activity in these countries vary 
considerably, because the group consists of coun-
tries from different parts of the world: South and 
North America, Africa, and Eurasia. These coun-
tries each have a different cultural background, 
history, and endowments of resources. Overall 
business activity in this group ranges from 4.4% 
in Russia to 45.6% in Bolivia.

Most of the analysis in this chapter will be re-
stricted to the countries of the European Union, 
because our main focus is to assess the perform-
ance of Latvia in the EU context. Sometimes 
we shall also report figures for other European 
countries outside the EU (e.g. Iceland, Norway, 
Russia, Turkey) and the US, using the latter as a 
benchmark of a highly entrepreneurial economy. 
In other chapters of this report devoted to new 
research areas (such as intrapreneurship or net-
working) we will analyze a selection of countries 
from different parts of the world. These research 
topics are additions to the core GEM research 
and countries engage in these new initiatives on 
a voluntary basis according to their own research 
interests.

Figure 4 visually demonstrates how early-stage 
entrepreneurship rates in Latvia compare with 
other countries. After recovering in 2008, the 
level of early-stage entrepreneurial activity in 
Latvia was slightly above the EU median. In the 
EU, only Greece has a significantly higher early-
stage entrepreneurship rate than Latvia. Several 
developed EU economies have rates that are sig-
nificantly lower than Latvia: Italy, Denmark, Ro-
mania, Germany, and Belgium.

figure �: Early-stage entrepreneurial activity by country, 2008

Note: The vertical bars in the chart display 95% confidence intervals.
Countries in the shaded area on the left (right) have early-stage entrepreneurship rates significantly lower (higher) than in Latvia at 5% significance level.
Source: Own calculations based on GEM 2008 master data.

3	 The	division	 into	high-income	countries	and	middle-	and	low-income	countries	 is	based	on	differences	 in	formal	 institutional	characteristics,	demography,	
entrepreneurial	culture,	and	the	degree	of	economic	welfare.	This	classification	is	introduced	in	the	GEM	2007	Executive	Report.
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Despite relatively high early-stage entrepreneur-
ship rates, Latvia’s performance is quite weak 
with respect to prevalence of established business 
owners. Latvia is placed significantly below the 

EU median. None of the GEM participants from 
the EU has a statistically significantly lower rate 
than Latvia and outside EU only Russia has. 

figure �: Established business ownership by country, 2008

Note: The vertical bars in the chart display 95% confidence intervals.
Countries in the shaded area on the left (right) have early-stage entrepreneurship rates significantly lower (higher) than in Latvia at 5% significance level.
Source: Own calculations based on GEM 2008 master data.

It is striking how differently Latvia performs 
with respect to early-stage entrepreneurial ac-
tivity and established business ownership. A low 
rate of established business ownership and a 
relatively high rate of early-stage entrepreneurial 
activity might suggest that the survival chances 
of new start-ups in Latvia are quite low. We com-
pute the ratio of established business ownership 

rate to early-stage entrepreneurial activity as a 
proxy for survivorship of nascent entrepreneurs 
and young firm owners4. Figure 6 demonstrates 
the ranking of the countries with respect to this 
indicator. The higher the ratio, the higher the 
chances of a business venture surviving through 
the early stage of development and becoming an 
established firm.

figure 6: Ratio of established business owners to early-stage entrepreneurs by country, 2008

Source: Own calculations based on GEM 2008 master data.

Latvia is ranked almost at the bottom of the list 
with a ratio of established business owners to 
early-stage entrepreneurs close to 0.5. This means 
that one in two enterprises does not survive the 
early stage. Of course, this estimate is only a 
rough approximation and should be viewed with 
caution. Yet, the message is clear - low survival of 
new firms is a serious issue in Latvia.

Despite the economic slowdown and quite low 
chances of start-up survival, intentions to start 

a business within three years are quite popular 
among inhabitants of Latvia. Figure 7 shows that 
the prevalence rate of prospective entrepreneurs 
in Latvia is relatively high. It is slightly above the 
EU median. By this indicator Latvia outperforms 
several developed EU nations – the Netherlands, 
the UK, Denmark, Belgium, and Finland. 

In comparison with the previous year, the pro-
portion of people who intended to start a busi-
ness in Latvia within three years has increased 

4	 This	approximation	should	be	considered	with	caution	because	it	is	based	on	a	strong	assumption	that	both	early-stage	entrepreneurial	activity	and	estab-
lished	business	ownership	are	relatively	stable	over	time.
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substantially. As suggested in the GEM 2008 Ex-
ecutive Report, the crisis may actually cause in-
dividuals to consider becoming entrepreneurs in 
the near future because they fear that they might 
lose their jobs. It is also possible that some peo-

figure 7: prevalence rate of prospective entrepreneurs by country, 2008  

Note: The vertical bars in the chart display 95% confidence intervals.
Countries in the shaded area on the left (right) have early-stage entrepreneurship rates significantly lower (higher) than in Latvia at 5% significance level.
Source: Own calculations based on GEM 2008 master data.

ple who were planning a business start-up around 
2008-2009 decided to defer the start-up to the 
end of the three-year period in the expectation 
that the recession will be over within three years.

The GEM survey in Latvia took place in June 
2008 after the first signs of the crisis had already 
appeared. However, the survey was finished be-
fore the scale of the crisis was fully realized. Dur-
ing this period we observe an increase in early-
stage and prospective entrepreneurial activity 
which is most probably driven by the worsening 
situation in the labour market, the unemploy-
ment threat, and other necessity motives. Estab-
lished business ownership activity remained very 
low and might be expected to fall in the future if 
many firms cease operation during the economic 
downturn. For early-stage entrepreneurial activ-
ity and prospective entrepreneurial activity two 
opposite effects are likely to be at work. On the 
one hand, necessity will motivate more people 
to think of starting an entrepreneurial activity 

or becoming self-employed. On the other hand, 
discouraged starters may drop out from the pool 
of nascent or prospective entrepreneurs if they 
realize that their start-up plans are unfeasible. 
Theoretically, it is ambiguous which of the two ef-
fects will dominate. Empirical evidence suggests 
that during recessions the proportion of self-em-
ployed and individual entrepreneurs generally in-
creases (Van Stel et al., 2008).

In the following two sections we will look more 
closely at the changes in the entrepreneurial en-
vironment in Latvia and on the motives of people 
who engaged in entrepreneurial activity. This will 
shed more light on the patterns of entrepreneuri-
al dynamics in the last two years.

 

ENTREpRENEURIAL ENVIRONMENT

The GEM study also explores people’s attitudes 
towards entrepreneurship in order to describe 
the entrepreneurial environment in the country. 
Entrepreneurial attitudes are important as they 
express the general feelings of the population to-
ward entrepreneurs and entrepreneurship. It is 
important for countries to have people who can 
recognize valuable business opportunities, and 
who perceive they have the required skills to ex-
ploit these opportunities. Moreover, if national 
attitudes toward entrepreneurship are positive, 
this may generate cultural support, financial help, 
and networking benefits to those who are already 
entrepreneurs or want to start a business.

The following aspects of the entrepreneurial envi-
ronment are captured in GEM surveys5:

Personal acquaintance with people who 
started a business (Networking)

Perceived business opportunities in the next 
six months (Business opportunities)

Skills and experience in starting up a busi-
ness (Start-up skills)

Fear of business failure (Fear of failure)

Preference for similar standards of living 
(Egalitarian views)

Popularity of entrepreneurship as a career 
(Good career choice) 

Social status of successful businessmen 
(High social status)

Support for entrepreneurship in the mass 
media (Media support)

•

•

•

•

•

•

•

•

The diagram in Figure 8 summarizes the indica-
tors of attitudes to entrepreneurship in Latvia 
for 2005 and 2008. Each dimension of the en-
trepreneurial environment is measured along a 
separate axis. For most dimensions, percentages 
on the axis show proportions of people who an-
swered positively to the corresponding questions. 
The two cases - ‘no fear of failure’ and ‘no egali-
tarian views’ - are exceptions. These two dimen-
sions show percentages of negative responses to 
the corresponding questions. For example, the 
axis “Business opportunities” shows the percent-
age of respondents who said that they perceive 
good business opportunities in their locality in 
the next six months. The axis ‘No fear of failure’ 
depicts the percentage of respondents who disa-
greed that fear of business failure can deter them 
from starting up a business.

5	 The	exact	questions	about	entrepreneurial	environment	used	in	the	GEM	survey	appear	in	Appendix	C.
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In 2008 we observe a shrinking of the entrepre-
neurial environment in Latvia along four of the 
considered eight measures: networking with 
other entrepreneurs, business opportunities, 
start-up skills, and absence of egalitarian views. 
In 2008, as compared with 2005, fewer people 
perceived favourable business opportunities or 
considered that they have the necessary skills 
and experience for starting a business. These are 
perhaps the two most important indicators that 
reflect the ability and willingness of people to 
engage in entrepreneurial activity. Fewer people 
reported knowing somebody who started a busi-

figure 8: Indicators of the entrepreneurial environment in Latvia, 200� and 2008  

Note: Calculations are based on the random half of the GEM sample. Only those respondents who gave valid responses (“yes” or “no”) are considered.
Source: Own calculations based on GEM 2005 and 2008 master data.

ness during the last two years. This might imply 
fewer starters in 2008 or that social networks of 
entrepreneurs became narrower. Finally, a sharp 
increase in the popularity of ‘egalitarian views’ 
occurred in 2008. Only less than 20% of respond-
ents disagreed with the statement that people in 
Latvia prefer similar standards of living for eve-
rybody. In all previous years this indicator was 
about 40%. This quite abrupt change in people’s 
views might be explained by the slowdown of the 
economy, the threat of unemployment, and wage 
cuts, leading to disappointment in the current 
economic system. 

Surprisingly, a sharp increase was observed with 
respect to the share of respondents who consider 
an entrepreneurial career to be a desirable choice: 
from 60% in 2005 to almost 80% in 2008. Since 
the conditions for paid employment have deteri-
orated, it is likely that preferences switched from 
paid employment to own business. However, such 
a notable change is likely to reflect overoptimistic 
expectations of the benefits of an entrepreneurial 
career. 

The last three indicators of the entrepreneurial 
environment - media support, high social status, 
and fear of failure - remained basically on the 
same level during all years (with slightly lower 
figures in 2007).

Perceptions of the entrepreneurial environment 
measured in GEM are subjective and depend on 
individual personal background and exposure 
to entrepreneurial activity. The entrepreneurial 
environment is perceived slightly differently by 
people of different ages (see Figure 9, Panel A). In 
the figure we deliberately excluded the entrepre-
neurially active population, so that perceptions 
of the entrepreneurial environment by people of 
different ages are not affected by the proportion 
of entrepreneurs within each age group. Young 
people in the 18-24 age group evaluated almost 
all indicators more positively than middle-aged 
people. The difference is especially pronounced 
with respect to networking, evaluation of busi-
ness opportunities, and self-assessed start-up 
skills. 

figure 9: Indicators of the entrepreneurial environment in Latvia by population group, 2008
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Note: For non-entrepreneurs, calculations are based on the random half of the non-entrepreneurially active respondents in the GEM sample. For entrepreneurs, 
the calculations are based on all entrepreneurially active respondents in the sample. Only those respondents who gave valid responses (“yes” or “no”) are 
considered.
Source: GEM 2008 Latvian APS data.

B. Adult population by entrepreneurial engagement

Surprisingly, no major differences were found in 
a similar comparison between perceptions of the 
entrepreneurial environment by men and women 
in Latvia. Langowitz and Minniti (2007) reported 
opposite findings based on GEM 2001 data for 17 
countries. They found that women tend to per-
ceive themselves and the entrepreneurial envi-
ronment in a less favourable light than men6. The 
position of women in the Latvian labour market 
is likely to be quite strong. The latest report on 
women managers by the European Foundation 
for the Improvement of Living and Working Con-
dition (2009) suggests that 51% of managers in 
Latvia are women. This is the highest such indica-
tor among EU Member States.

Perceptions of the entrepreneurial environment 
by entrepreneurs differ from perceptions of non-
entrepreneurs (Figure 9, Panel B). Early-stage 
entrepreneurs more frequently perceive business 
opportunities in the next six months and more 

often consider themselves as having the neces-
sary skills for starting a business. They also much 
more frequently know other people who have 
started up a business recently. The latter suggests 
that peer influence might considerably increase 
the likelihood of becoming an entrepreneur7. 

Established business owners also have high in-
dicators of start-up skills. However, their assess-
ment of business opportunities in the nearest 
future is similar to that of ordinary people. The 
discrepancy in the assessment of business op-
portunities by established and early-stage en-
trepreneurs may be interpreted twofold. On the 
one hand, it might be that early-stage entrepre-
neurs are more naïve in their assessment than 
established firm owners because they have less 
experience. On the other hand, it might be that 
the group of entrepreneurs who intend to start 
(or who have just started) a business in the cur-
rent circumstances have substantially different 

business ideas or particular mindsets that allow 
them to see business opportunities that are not 
perceived by others. Therefore, they are less pes-
simistic and do not perceive crisis as a substantial 
burden for getting a business started.

Figure 10 presents a comparison of the entrepre-
neurial environment in Latvia with several other 
countries. The entrepreneurial environment in 
Latvia appears to be weaker than in the US on the 
indicators of perceived business opportunities 
and start-up skills. A slightly lower proportion of 
people in Latvia as compared with the US report 
no fear of business failure. One of the major dif-
ferences between these two countries is the pop-
ularity of ‘egalitarian views’. In Latvia the propor-
tion of respondents who consider that ‘egalitar-
ian views’ are popular in society is almost three 
times larger than in the US. A similar situation 

is observed if we compare Latvia with Denmark. 
Surprisingly, in Russia ‘egalitarian views’ are also 
less popular than in Latvia. As mentioned previ-
ously, a sharp change in this indicator for Latvia 
occurred just after 2007 and it is not yet clear 
whether the change is permanent or temporary.  

Overall, comparison of the entrepreneurial envi-
ronment in Latvia with other countries suggests 
that people in Latvia have a more optimistic view 
on the attractiveness of entrepreneurship as a ca-
reer. Virtually no other country has such a high 
indicator as Latvia8.  Support for entrepreneur-
ship in the media is also quite strong. Entrepre-
neurs are respected and enjoy high social status. 
However, indicators of start-up skills and per-
ceived business opportunities are relatively low.

figure 10: Indicators of the entrepreneurial environment in selected GEM countries, 2008 

6	 The	authors	suggested	that	perceptual	variables	may	be	a	significant	universal	factor	influencing	entrepreneurial	behaviour	of	women	and	account	for	much	
of	the	gender	gap	in	entrepreneurship	rates.

7	 The	channels	 through	which	peers	may	 influence	one’s	 likelihood	to	undertake	entrepreneurial	activity	are	described	 for	example	 in	Nanda	and	Sorensen	
(2008).	

8	 It	might	be	that	alternative	career	options	are	very	scarce	in	Latvia.	
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ENTREpRENEURIAL MOTIVATION

Engagement in entrepreneurial activity can be 
driven by different motives. The decision to start 
up a business venture may stem from ‘push fac-
tors’ (limited employment possibilities and threat 
of unemployment) or ‘pull factors’ (perceiving en-
trepreneurial opportunity, desire to be independ-
ent or earn higher income). In GEM these two 
different ‘types’ of entrepreneurial motivation 
are distinguished. Individuals that are pushed 
into entrepreneurial activity because of no alter-
native options are called ‘necessity-driven entre-
preneurs’ and those who are pulled into entrepre-
neurial activity to pursue a business opportunity 
are called ‘opportunity-driven entrepreneurs’.

The GEM study suggests that opportunity en-
trepreneurs are more prevalent in high-income 
countries (such as Denmark, Norway, the United 
States, France, the Netherlands), while neces-
sity entrepreneurs are more common in low- and 
middle-income countries (such as Macedonia, 
Bosnia and Herzegovina, Turkey, Romania). As 
pointed out in Thurik et al. (2006), it may be ar-
gued that in developed countries opportunity 
entrepreneurship is linked to economic growth, 
while in most developing countries necessity en-
trepreneurship exists because of low growth. 

Figure 11 demonstrates the link between GDP 
per capita and the proportion of opportunity- 
and necessity-driven entrepreneurs in total 
early-stage entrepreneurial activity. The figure 
is based on estimates of opportunity-driven and 
necessity-driven entrepreneurial activity for the 

Note: The calculations are based on the random half of the GEM sample. Only those respondents who gave valid responses (“yes” or “no”) are considered.
Source: Own calculations based on GEM 2008 master data.

B. Latvia and Denmark

C. Latvia and Russia

43 countries participating in GEM in 2008. In 
high-income countries the proportion of oppor-
tunity-driven entrepreneurs tends to be relatively 
high. We may expect that in these countries peo-
ple have more alternative opportunities to earn 
money. Labour markets are better developed 
and have stronger social security, so that people 
are not forced to engage in self-employment or 
entrepreneurial activity if they can not find an 
alternative job. In the figure we observe a gradual 
increase in the share of opportunity-based early-
stage entrepreneurial activity as GDP per capita 
across countries rises. The opposite trend is dis-
covered for the proportion of necessity-driven 
entrepreneurship. 

The distinction between opportunity-driven and 
necessity-driven entrepreneurial activity is im-
portant because the outcomes of these two types 
of entrepreneurial activity are also very different. 
It has been argued that opportunity entrepre-
neurship is more likely to have a higher contribu-
tion to the economy in terms of innovation and 
job creation (Reynolds et al., 2002). In contrast, 
necessity-driven entrepreneurs are likely to con-
tribute much less to economic growth (Acs and 
Varga, 2005). In theory, they are considered less 
likely to reinvest their income, grow in terms of 
turnover or employment, export their products 
abroad, introduce innovative products, or use 
modern technologies. A high rate of necessity-
based entrepreneurship may be a sign of deficient 
labour markets and troubled economies. 
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figure 11: Necessity- and opportunity-driven early-stage entrepreneurship and GDp per capita, 2008 

The level of necessity-driven entrepreneurship in 
Latvia can be characterized as average. It stands 
slightly below the median for all GEM countries, 
but slightly above the median for the EU-15. Fig-
ure 12 shows that over the last two years the pro-
portion of necessity-driven early-stage entrepre-
neurs increased in Latvia as well as in the world 

Source: GEM 2008 Executive Report.

figure 12: proportion of early-stage entrepreneurs driven by necessity motive, 200�-2008

Source: Own calculations based on GEM 2005-2008 master data.

on average. Latvia experienced quite a sharp 
increase from 15% in 2007 to 21% in 2008. This 
is the highest indicator observed in Latvia since 
2005. Moreover, the share of necessity-driven 
entrepreneurs among nascent entrepreneurs al-
most doubled. 

Several countries exhibited a similar or even 
higher increase than Latvia in the share of neces-
sity-driven entrepreneurs, e.g. Ireland, Greece, 
Romania, and to a smaller extent Denmark, 
Belgium, Norway, the UK, Russia, Hungary, and 

figure 1�: proportion of early-stage entrepreneurs driven by necessity motive by country, 2007-2008

Source: Own calculations based on GEM 2007-2008 master data.

Turkey. The few exceptions are France, Germany, 
Croatia, and Serbia, where the share of necessity-
driven entrepreneurship considerably decreased 
over the last year.

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

0 10 000 20 000 30 000 40 000 50 000 60 000

GDP per capita, in purchasing power parities (USD)

Pe
rc

en
ta

ge
 o

f o
pp

or
tu

ni
ty

 a
nd

 
ne

ce
ss

ity
-d

riv
en

 e
nt

re
pr

en
eu

rs
 in

 e
ar

ly
-s

ta
ge

 
en

tr
ep

re
ne

ur
ia

l a
ct

iv
ity

Opportunity-driven entrepreneurship Necessity-driven entrepreneurship

Exponential trend Exponential trend

EU-15 median LatviaGEM median

Pe
rc

en
ta

ge
 o

f n
ec

es
si

ty
-d

riv
en

 
en

tr
ep

re
ne

ur
s 

in
 e

ar
ly

-s
ta

ge
 e

nt
re

pr
en

er
ia

l a
ct

iv
ity

0%

5%

10%

15%

20%

25%

2008200720062005

20.7%

15.1%15.9%
16.5%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

2008 2007

Pe
rc

en
ta

ge
 o

f n
ec

es
si

ty
-d

riv
en

 e
nt

re
pr

en
eu

rs
 

in
 e

ar
ly

-s
ta

ge
 e

nt
re

pr
en

eu
ria

l a
ct

iv
ity

Ic
el

an
d

D
en

m
ar

k

N
or

w
ay

N
et

he
rla

nd
s

Be
lg

iu
m

Fr
an

ce

U
ni

te
d 

St
at

es

Sl
ov

en
ia

Fi
nl

an
d

U
ni

te
d 

Ki
ng

do
m

Ita
ly

Sp
ai

n

Ire
la

nd

La
tv

ia

Ru
ss

ia

G
er

m
an

y

H
un

ga
ry

C
ro

at
ia

G
re

ec
e

Se
rb

ia

Ro
m

an
ia

Tu
rk

ey



Global Entrepreneurship Monitor | 2008 Latvia Report�0 Global Entrepreneurship Monitor | 2008 Latvia Report �1

Analysis of the dynamics in necessity-driven en-
trepreneurship rates implies that the recovery of 
early-stage entrepreneurial activity in Latvia in 
2008 was driven mainly by an increase in necessi-
ty entrepreneurship. Figure 14 shows the relative 
changes in rates of necessity-driven and opportu-
nity-driven entrepreneurial activity from 2006 to 

2008. While in 2006 and 2007 a relative decline 
in necessity and opportunity entrepreneurship 
rates was approximately the same, in 2008 the 
increase in the necessity-driven entrepreneurship 
rate was considerably higher than the increase in 
opportunity-driven early-stage entrepreneurial 
activity.

figure 1�: Relative change in necessity- and opportunity-driven early-stage entrepreneurial activity 
in Latvia, 2006-2008

Source: Own calculations based on GEM 2005-2008 master data.

ENTREpRENEURShIp IN AN ECONOMIC DOWN-
TURN

During an economic slowdown, entrepreneurs 
face many problems: customers are harder to 
find, capital is more difficult to raise, suppliers 
are less accommodating. The logical assumption 
is that entrepreneurial activity during a reces-
sion will shrink. However, a downturn has advan-
tages as well as disadvantages. Qualified workers 
are easier to find, office space is cheaper to rent, 
and competition is reduced. Recession releases 
labour and capital from ineffective economic seg-
ments and allows newcomers to recombine these 
resources in new ways. Moreover, during an eco-
nomic downturn people have more free time to 
start a new business and have a greater need to 
do so. When job stability evaporates, people look 
for long-term security in self-employment or 
small business ownership. 

The increase in entrepreneurial activity observed 
in GEM data in Latvia and in some other coun-
tries is not surprising. However, it is difficult to 

say whether such activity in Latvia could be very 
promising. Several indicators of the entrepre-
neurial environment in Latvia have deteriorated. 
Most of the increase in entrepreneurial activity is 
driven by necessity entrepreneurs and is likely to 
result in small business activities. These activities 
are likely to serve as a supplement to other part-
time jobs. Because of low chances for survival, 
many attempts to start a business will probably 
be transitory or unsuccessful. 

However, the businesses that survive will find it 
easier to grow in the long run because of reduced 
competition and availability of cheap inputs. En-
trepreneurial activity during a recession might be 
a good test for an individual to realize whether he 
or she is suitable for business activity. Although 
many start-up activities are likely to be small 
and bring in a low income during a recession, 
they may transform into high-income businesses 
when the recession is over.

necessity-driven entrepreneurship
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Each year starting from 2008 the GEM project 
covers a special research topic in entrepreneur-
ship. In 2008 ‘Education and Training in Start-
ing a Business’ was chosen as a special focus of 
GEM research. A special block of questions on 
education and training of individuals was devel-
oped and included in an adult population survey 
by country-participants. Every respondent was 
asked if he or she had undergone education or 
training9 in starting a business during or after 
secondary school. For the after-school period, 
the nature of education or training was also ob-
tained.

Entrepreneurship education and training is fre-
quently regarded as inadequate or insufficient 
by entrepreneurship experts in the GEM project 
(GEM 2008 Executive Report). Academic research 
suggests that education and training for entre-
preneurship should positively impact entrepre-
neurial activity by improving start-up skills (Ho-
nig, 2004), cognitive ability (DeTienne and Chan-
dler, 2004), cultural attitudes and behavioural 
dispositions to entrepreneurship (Peterman and 
Kennedy, 2003). Therefore, lack of appropriate 

3. EDUCATION AND TRAINING IN STARTING A BUSINESS

entrepreneurship education and training may 
hinder development of entrepreneurial activity in 
a country. The GEM 2008 research project tries to 
shed more light on the spread of entrepreneurial 
education across different groups of people and 
countries.

Overall, the level of trained individuals varies 
greatly by country, ranging from 6.3% in Tur-
key to 47.9% in Finland. In Latvia, education in 
entrepreneurship is relatively well spread: 28% 
of adult individuals have some kind of training 
or education in starting a business. Slightly less 
than 20% of individuals participated in training 
or education in business start-up after secondary 
school. This involves different types of education 
and training: formal, informal, and self-study. 
About 15% of the adult population in Latvia re-
ceived some preliminary knowledge in starting a 
business while in primary or secondary school. 
The majority of these people are quite young, be-
cause in the Soviet period this type of education 
was not available. 

In most countries the proportion of individuals 
ever having education or training in starting a 
business decreases with age. This fact points to 
expansion of training in entrepreneurship among 
younger generations. In Latvia the proportion 

figure 1�: percentage of individuals with education in starting a business by country, 2008

Source: GEM 2008 master data.

9	 In	 the	 GEM	 questionnaire	 education	 and	 training	 were	 combined	 into	 a	 single	 notion	 in	 order	 to	 include	 any	 process	 of	 acquiring	 theoretical	 or	 practical	
knowledge	by	means	of	study	and	learning.	In	this	chapter	the	terms	“education”	and	“training”	are	used	interchangeably.

with training in business start-up in the age 
group 45-54 is barely a third of that of the age 
group 18-24. Table 2 shows the rates of trained 
individuals in selected European countries by age 
cohort. 

table 2: percentage of individuals with education in starting a business by age cohort, 2008

Country
proportion of trained among age cohorts Ratio of trained 

youngest to trained 
oldest18-2� 2�-�� ��-�� ��-�� ��-6�

Greece 16.6 18.2 15.9 18.2 15.6 1.07

Germany 21.3 25.4 22.1 17.7 19.5 1.09

Iceland 27.0 28.7 29.6 25.3 21.3 1.27

Spain 27.0 24.7 21.6 19.0 18.7 1.44

France 23.0 18.9 20.3 16.9 12.3 1.87

Finland 62.6 60.0 49.7 42.4 33.2 1.89

Ireland 38.6 23.4 29.5 21.5 19.7 1.96

United Kingdom 29.0 24.0 17.8 15.2 14.5 2.00

Belgium 44.2 44.7 38.5 24.7 18.8 2.35

Slovenia 55.1 48.5 32.4 26.9 21.9 2.51

Romania 11.4 9.2 8.2 8.4 4.5 2.53

Denmark 38.7 27.8 20.0 18.1 13.6 2.85

Hungary 41.4 32.0 19.8 19.2 13.7 3.01

Italy 26.8 23.5 16.6 11.7 8.5 3.15

Latvia �8.0 ��.9 2�.� 16.0 6.1 7.8�

Note: The countries are sorted by ratio of those trained in the youngest age cohort to those trained in the oldest age cohort.
Source: Own calculations based on GEM 2008 master data.
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Among all the GEM countries, Latvia has the 
highest ratio of trained individuals in the young-
est age cohort to those trained in the oldest age 
cohort. Such a big discrepancy in the rates of 
trained individuals among the youngest and the 
oldest suggests a particularly rapid expansion of 
training in entrepreneurship in Latvia. This is ex-

figure 16: Level of entrepreneurial engagement and skills in Latvia by age cohort, 2008

Note: Percentages of individuals who have good start-up skills and perceive good business opportunities are calculated based on the random half of the GEM 
sample.
Source: GEM 2008 Latvian APS data.

plained by the legacy of the Soviet period when 
private business was outlawed and education in 
business was nonexistent. Despite the lack of en-
trepreneurial education, we observe quite a high 
preference for entrepreneurship as well as rela-
tively strong self-reported start-up skills in the 
oldest age group (see Figure 16). 

The prevalence of individuals trained in starting 
a business shows a clear gender pattern. In most 
countries, the proportion of men who undertook 
training is significantly larger than the respec-
tive indicator among women (see Table 3). Only 

in one country, Latvia, were women significantly 
more likely than men to have education or train-
ing in starting a business. Table 3 shows the ratio 
of trained men to trained women in selected Eu-
ropean countries.

Country proportion of men with 
training proportion of women with training Ratio of trained men to 

trained women

Latvia 2�.6 �0.� 0.8�

Hungary 22.5 26.2 0.86

Finland 49.2 46.7 1.05

Slovenia 37.1 34.3 1.08

Ireland 27.4 24.7 1.11

Spain 23.3 20.6 1.13

Iceland 28.5 24.8 1.15

Romania 9.3 7.4 1.25

Italy 18.4 14.6 1.26

Denmark 25.5 18.8 1.36

Belgium 38.5 28.2 1.37

United Kingdom 22.6 16.4 1.38

Germany 25.2 16.7 1.51

Greece 21.2 12.8 1.66

France 24.0 12.2 1.96

table �: percentage of individuals with education in starting a business by gender, 2008

Note: The countries are sorted by ratio of trained men to trained women.
Source: Own calculations based on GEM 2008 master data.
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Although women in Latvia have entrepreneur-
ship education more frequently than men, a 
much lower proportion of women claim that they 
have the necessary skills to start up a business. 
It is not clear whether this discrepancy reflects 
possession of skills other than those enhanced 
by education, the effect of education on different 
genders, or perceptions of what is meant by ade-
quate start-up skills. According to Smallbone and 
Welter (2009), a situation where entrepreneurs 
(or prospective entrepreneurs) wrongly perceive 
that they do not have appropriate skills to start 
a business might reflect self-imposed psychologi-
cal barriers. Such self-perceptions might restrict 
individuals’ ability to perceive business opportu-
nities and enter into entrepreneurship or might 
lead them to engage in less productive forms of 
entrepreneurial behaviour.

The lower propensity of women to engage in en-
trepreneurial activity might also be explained by 

their preferences. Only 46% of women in Latvia 
as opposed to 57% of men actually prefer entre-
preneurial activity (or self-employment) to paid 
employment. Croson and Gneezy (2009) report 
that on average women tend to be more risk-
averse than men, less prone to be overconfident 
in their success in uncertain situations, and more 
reluctant to engage in competitive behaviour.

Figure 17 demonstrates differences between 
Latvian men and women with respect to entre-
preneurial skills and education, perceptions of 
the entrepreneurial environment, and actual 
engagement in entrepreneurial activity. Latvian 
women are just as likely as men to perceive busi-
ness opportunities in the nearest future. Quite 
similar proportions of men and women do not 
start a business for fear of failure. However, we 
observe much lower rates of nascent entrepre-
neurs, firm owners, and prospective entrepre-
neurs among women than among men. 

Certain groups of individuals are more exposed 
than others to entrepreneurship and entrepre-
neurial education. In Figure 18 we compare the 
proportions of educated individuals within differ-
ent groups of people. 

Education in starting a business is more 
prevalent among the entrepreneurially-ac-
tive population than among non-entrepre-
neurs (Panel A).

Prospective entrepreneurs are more likely 
to have training and education in starting 
a business than ordinary people without 
entrepreneurial intentions (Panel B). This 
might be a good sign pointing to the poten-
tial abilities of prospective entrepreneurs 
and the seriousness of their start-up plans. 

•

•

figure 17: Level of entrepreneurial engagement and skills in Latvia by gender, 2008

Among nascent entrepreneurs the propor-
tion of people with entrepreneurship educa-
tion is higher than among owners of firms 
already operating (Panel C). This is likely to 
be related to age and the growth of educa-
tion among the younger generation. Nascent 
entrepreneurs are on average about 5 years 
younger than firm owners. More than 60% 
of nascent entrepreneurs are under 34. 

The group of intrapreneurs (‘entrepreneurs’ 
who operate within organizations10) turned 
out to be the most educated in business even 
when compared with entrepreneurs (Panel 
D). This might be explained by employer-
financed training seminars and courses or 
stricter requirements for qualifications upon 
hiring.

•

•

Note: Percentages of individuals who have good start-up skills and perceive good business opportunities are calculated based on the random half of the GEM 
sample.
Source: GEM 2008 Latvian APS data.

figure 18: percentage of individuals with education in starting a business in Latvia by 
entrepreneurial involvement, 2008

A. Entrepreneurs vs. non-entrepreneurs B. Prospective entrepreneurs vs. non-entrepreneurs

10	The	phenomenon	of	intrapreneurship	is	discussed	in	more	detail	in	the	next	chapter.

Source: GEM 2008 Latvian APS data.

C. Nascent entrepreneurs vs. firm owners D. Intrapreneurs vs. entrepreneurs

 

0%

10%

20%

30%

40%

50%

60%

70%

80%

0%

10%

20%

30%

40%

50%

60%

70%

80%

0%

10%

20%

30%

40%

50%

60%

70%

80%
 

0%

10%

20%

30%

40%

50%

60%

70%

80%

in primary or
secondary school

after secondary
school

total

Pe
rc

en
ta

ge
 o

f a
du

lt 
po

pu
la

tio
n

nascent entrepreneurs and firm owners

employed non-entrepreneurs

in primary or
secondary school

after secondary
school

total

prospective entrepreneurs

people without entrepreneurial intentions

Pe
rc

en
ta

ge
 o

f a
du

lt 
po

pu
la

tio
n

in primary or
secondary school

after secondary
school

total

Pe
rc

en
ta

ge
 o

f a
du

lt 
po

pu
la

tio
n

nascent entrepreneurs

firm owners

in primary or
secondary school

after secondary
school

total

Pe
rc

en
ta

ge
 o

f a
du

lt 
po

pu
la

tio
n

intrapreneurs

nascent entrepreneurs and firm owners



Global Entrepreneurship Monitor | 2008 Latvia Report�8 Global Entrepreneurship Monitor | 2008 Latvia Report �9

We found that a similar proportion of individu-
als among necessity-driven entrepreneurs and 
opportunity-driven entrepreneurs have training 
and education in business start-up. This suggests 
an absence of correlation between education in 
business and motivation of individuals to engage 
in entrepreneurial activity. Those who discontin-
ued entrepreneurial activity in the past (and who 
have not been involved in business since then) 
have the same levels of entrepreneurship educa-
tion as owner-managers of operating firms, which 
suggests that the propensity to discontinue a 
business is not correlated with entrepreneurial 
education. 

The most frequently mentioned type of education 
and training in starting a business in GEM coun-
tries turned out to be self-directed learning. This 
includes reading books and special materials, ob-
serving or working in other people’s businesses. 
In Latvia this type of education was the second 
most popular. Approximately 13% of the adult 
population (and 65% of people who received 
education in business after secondary school) 
learned how to start a business themselves. How-
ever, self-directed learning was rarely the single 
method of study used by respondents. It was fre-

quently combined with other formal and infor-
mal education. Those individuals who mentioned 
self-directed studies were also more likely (than 
other people with entrepreneurship education) to 
have received education provided by employers or 
government agencies. They were also more likely 
to acquire education through the internet.

The second most common type of education in 
starting a business in GEM counties was formal 
education acquired in college or university. Formal 
education was the most common type of educa-
tion in Latvia, probably reflecting a high level of 
tertiary education in the country. About 14% of 
the adult population in Latvia received entrepre-
neurship education through formal channels. Ap-
proximately one-third of them have not acquired 
any other education or training in entrepreneur-
ship besides formal studies.

Certain providers of education were very rarely 
mentioned by respondents in a majority of GEM 
countries, including Latvia. For example, govern-
ment agencies were mentioned only by 3% of the 
adult population in Latvia, while business and 
trade organizations provided education for only 
2%.

table �: percentage of individuals with education in starting a business by type of education provider, 
2008

Country university
(formal)

university
(informal)

business or trade 
organization

Government 
agency Employer Self-directed 

learning other

Belgium 10 5 3 4 2 8 3

Croatia 10 5 4 1 4 12 2

Denmark 7 2 3 1 0 8 3

Finland 30 10 5 7 4 30 7

France 6 2 6 5 1 8 4

Germany 7 2 8 4 5 10 3

Greece 9 1 4 2 3 8 1

Hungary 4 2 1 1 1 1 0

Iceland 10 5 2 2 5 14 4

Ireland 9 7 4 7 5 14 1

Italy 7 2 3 1 3 6 1

Latvia 14 5 2 3 4 13 1

Romania 2 1 1 0 1 3 1

Serbia 1 1 1 2 1 3 0

Slovenia 15 9 6 5 6 15 3

Spain 10 8 6 6 5 10 7

Turkey 1 1 0 0 1 3 1

United Kingdom 8 5 4 3 3 10 1

Source: GEM 2008 Executive Report.

Intrapreneurs, who were found to be the most 
entrepreneurially educated group of individu-
als in Latvia, in fact were more likely than other 
educated individuals to have education provided 
by employers. They also mentioned formal educa-

tion in business and self-study more frequently 
than other respondents. The intrapreneurship 
phenomenon in Latvia and in other countries is 
characterized in more detail in the next chapter. 
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Intrapreneurship11 (intraorganizational entre-
preneurship) is a special case of entrepreneurial 
activity, which refers to employee initiatives 
within an established organization to use entre-
preneurial skills and undertake something new 
and innovative. According to Pinchot an intrapre-
neur is a “person who focuses on innovation and 
creativity and who transforms a dream or an idea 
into a profitable venture, by operating within 
the organizational environment”. During recent 
years, intrapreneurship has received considerable 
attention in academic research because of its link 
to innovative activities and the innovation per-
formance of organizations.

Intrapreneurship shares many features with en-
trepreneurship. The main differences between 
the two occur with regard to autonomy, avail-
ability of resources, type of risk, and anticipated 

4. INTRApRENEURShIp

rewards. Intrapreneurs are less autonomous than 
independent entrepreneurs because they operate 
within organizational boundaries and this im-
poses certain restrictions on them. At the same 
time, organizations provide more security and 
support to individuals. They can offer easier ac-
cess to e.g. financial capital, knowledge, and busi-
ness networks. According to De Jong and Wen-
nekers (2008), intrapreneurs take fewer personal 
risks: they rarely invest personal financial capital 
and are not personally liable in case of a failure. 
By taking fewer personal risks, intrapreneurs also 
reap fewer financial benefits for their entrepre-
neurial activity. 

In 2008 a subsection of the GEM adult popula-
tion questionnaire was devoted to the investiga-
tion of intrapreneurship. The broad definition 
of intrapreneurs included individuals who have 

11	The	 concept	 of	 “intrapreneurship”	 was	 introduced	 in	 1983	 by	 Burgelman	 in	 his	 dissertation	 on	 corporate	 entrepreneurship	 and	 later	 defined	 in	 Pinchot	
(1986).

been involved in development of a new business 
activity for an employer in the past two years (e.g. 
establishing a new outlet or subsidiary, launching 
a new product-market combination). Figure 19 
demonstrates the prevalence of intrapreneurs in 
the adult population of the countries that partici-
pated in this new research initiative.

Around 5% of adult individuals in Latvia are in-
trapreneurs. This indicator is similar to that in 
Spain; however, the Netherlands and Norway 

show a substantially higher share of intrapre-
neurial activity. The incidence of intrapreneurial 
activity is likely to be positively related to eco-
nomic development of a country. This relation-
ship is demonstrated in Figure 20 by plotting the 
prevalence of intrapreneurs on one axis and GDP 
per capita on the other. This result is only sug-
gestive since the relationship is observed using a 
small sample of countries. 

figure 19: prevalence rate of intrapreneurs by country, 2008

Note: Rates of intrapreneurial activity might differ quite substantially if calculated as a percentage of employees.
Source: GEM 2008 intrapreneurship data.

figure 20: prevalence rate of intrapreneurs and GDp per capita, 2008

Source: GEM 2008 intrapreneurship data.
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Characteristics of the external environment 
– economic, political, and institutional contexts - 
influence development of entrepreneurial activity 
both within organizations and pursued individu-
ally. Additionally for intrapreneurial activity, the 
environment within an organization is of major 
importance (Antoncic and Hisrich, 2001). Most 
research on intrapreneurship has centred around 
large organizations. Nevertheless, some papers 
point to the importance of intrapreneurial ac-
tivity within smaller organizations (e.g. Carrier 
1996). Empirical evidence as to the effect of firm 

figure 21: proportion of intrapreneurs among employees by size of employer, 2008

size on the organizational environment and the 
subsequent development of intrapreneurial activ-
ity is ambiguous. Our data suggest that in most 
countries the effect of firm size on intrapreneur-
ship is likely to be positive. The proportion of 
intrapreneurs is higher among people who work 
for large firms (or SMEs) than among employees 
of microfirms. This is true for Norway, Brazil, 
Latvia, Uruguay, and South Korea12. Only one 
country of those observed – Chile – demonstrates 
an opposite relation. 

12	A	statistically	significant	difference	between	the	proportion	of	intrapreneurs	among	employees	of	large	firms	and	SMEs	exists	only	in	Brazil	and	the	Nether-
lands.

Source: GEM 2008 intrapreneurship data.

Looking at the individual characteristics of intra-
preneurs in different countries, we observe pat-
terns similar to early-stage entrepreneurial activ-
ity. For example, in a majority of countries the 
prevalence rate of intrapreneurs among women is 
lower than among men (Figure 22). Surprisingly, 
Latvia turns out to be an exception. It is the only 
country where the rate of intrapreneurial activity 
among women is slightly, though insignificantly, 
higher than among men (5.4% vs. 4.7%). On the 
other hand, the gender gap in early-stage entre-
preneurial activity in Latvia (in relative terms) is 
one of the highest among GEM participants. This 
discrepancy in gender pattern for two similar 

phenomena suggests that some distinct features 
of intrapreneurship as opposed to entrepreneur-
ship are gender-sensitive.   

In a way, intrapreneurial activity and entrepre-
neurial activity can be considered substitutes for 
a person who makes an occupational choice. It 
might be possible that Latvian women with en-
trepreneurial abilities are attracted more to intra-
preneurship (rather than entrepreneurship) be-
cause they have a higher preference for security. 
However, for men independence and autonomy 
might be more important, so that entrepreneuri-
al activity is preferred to intrapreneurship13.

figure 22: prevalence rate of intrapreneurs by gender, 2008

13	See,	for	example,	Croson	and	Gneezy	(2009)	for	an	overview	of	gender	differences	in	preferences.	They	suggest	that	on	average	women	tend	to	be	more	risk-
averse	than	men,	less	prone	to	be	overconfident	in	their	success	in	uncertain	situations,	and	more	reluctant	to	engage	in	competition.

Microfirms (< 10 empl.) Small and medium firms (10-250 empl.) Large firms (> 250 empl.)
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Intrapreneurial activity can be divided into two 
phases: 

1) Idea development for a new business activity, 
e.g. information search, brainstorming, submit-
ting new ideas to management.

2) Preparation and exploration of a new business 
activity, e.g. promoting a new idea, preparing a 
business plan, marketing the new activity, find-
ing financial resources.

In Latvia almost half of intrapreneurs are in-
volved solely in the first stage, i.e. idea develop-
ment (see Figure 23). Only a third of intrapre-
neurs take part in both stages: idea generation 
and implementation. This stands in contrast to 
most other countries where a considerable pro-
portion of intrapreneurs are in charge of both 
idea generation and implementation, but rela-
tively few are involved only in idea generation. 

Moreover, intrapreneurs in Latvia appeared to be 
less active in comparison with other countries. 
Only 30% of intrapreneurs in Latvia report that 
they play a leading role in one of the phases men-
tioned. All others take a supporting role in these 
activities. This raises the question whether these 

figure 2�: phases of intrapreneurial activity by country, 2008

Source: GEM 2008 intrapreneurship data.

figure 2�: percentage of intrapreneurs with leading role by country, 2008

Source: GEM 2008 intrapreneurship data.

people are ‘intrapreneurs’ in the full meaning of 
this concept. For instance, De Jong and Wennek-
ers (2008) stress that intrapreneurs act without 
being asked to do so (and sometimes even with-
out management permission). 
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Although some of the intrapreneurs identified in 
this section take only a supporting role in their 
activity, this does not mean that they are not able 
to become active leaders in the future. In fact, 
inappropriate management techniques may re-
strain manifestation of leadership qualities. The 
role of an intrapreneur within an organization 
might be restricted by the employer deliberately, 
especially in a situation characterized by high un-
certainty, instability, and lack of trust. Neverthe-
less, intrapreneurs might use employment as an 
important period for accumulating knowledge, 

figure 2�: prevalence rate of prospective entrepreneurs within intrapreneurs and non-intrapreneurs 
by country, 2008

experience, and financial capital in order to start 
their own business later on.  

As mentioned in the previous section, many in-
dividuals among intrapreneurs have education 
in starting a business. Possessing the necessary 
skills and experience, quite a high proportion of 
intrapreneurs think of starting their own busi-
ness within three years. In Latvia a third of in-
trapreneurs reported such intentions. In Peru the 
proportion of prospective entrepreneurs within 
intrapreneurs is as high as 70%.

Source: GEM 2008 intrapreneurship data.

Academic research suggests that intrapreneurial 
activity is important for the growth and profit-
ability of firms14. Intrapreneurs continuously re-
vitalize organizations, offer innovative solutions, 
and lead firms to success. However, ineffective-
ness of traditional management may become an 
obstacle to development of intrapreneurship. It 
might be that traditional views on firm manage-
ment hamper the development of intrapreneurial 

activity in Latvian firms. This would explain the 
inactive role of intrapreneurs identified through 
the GEM survey. Nevertheless, intrapreneurs in 
Latvia were found to have good education and 
training in starting a business. They also dem-
onstrated a desire to have their own business. 
Therefore, intrapreneurs represent an important 
hidden pool of qualified entrepreneurs. 

14	See	an	overview	in	Antoncic	and	Hisrich	(2001).

In 2008 several countries, including Latvia, col-
laborated in developing a new block of questions 
for the GEM adult population survey devoted 
to study of entrepreneurial networks. A social 
network around an entrepreneur forms an im-
portant part of his or her social capital. The net-
work can provide emotional understanding and 
encouragement, as well as access to information, 
financial capital, employees, clients, and other 
resources. In this study we focus on networks as 
an important source of information. Information 
acquired through networking (even without an 
explicit search) can be an important mechanism 
for discovering and developing business oppor-
tunities. Previous entrepreneurship research has 
shown that social networks affect opportunity 
recognition (Singh, 2000), entrepreneurial inten-
tion (Hmieleski and Corbett, 2006), the decision 
to become an entrepreneur (Davidsson and Ho-
nig, 2003), firm growth (Lee and Tsang, 2001), 
and firm profit (Aldrich et al., 1987).

In order to identify important information sourc-
es within an entrepreneur’s network, both nas-
cent entrepreneurs and firm owners were asked 
whether they received advice from several kinds 
of possible advisors. The list of advisors is depict-
ed in Figure 26. Altogether 22 different advisors 
were listed. For convenience, in the figure these 
are grouped in five major categories: family and 
friends, work acquaintances, experienced indi-
viduals, experts, and market participants.

The analysis in this section focuses on the types 
of advisors used by an entrepreneur. We treat 

5. SOCIAL NETWORKS

advisors as potential sources of information. We 
assume that different types of advisors possess 
different information, while two advisors of the 
same kind (e.g. two work colleagues) have iden-
tical information. We measure the diversity of 
the network (or in this context also the size of 
the network) by the number of different types of 
advisors that an entrepreneur mentions. We also 
measure the popularity of each type of advisor 
in a country by the proportion of entrepreneurs 
who mention that they received advice from this 
source. We compare the diversity and popular-
ity of advisors used by entrepreneurs at different 
stages of the entrepreneurial process and across 
countries.  

The structure of the question creates certain 
limitations to our analysis. During the survey, re-
spondents could answer only ‘yes’ or ‘no’ to ques-
tions about the use of each advisor. First, we do 
not know how useful or important a particular 
advisor was for a person. An advisor can serve 
as an external team member for an enterprise or 
be useless or even harmful. Since we cannot dif-
ferentiate between important and non-impor-
tant advisors, we treat all advisors equally, i.e. 
we measure access to information flows, but not 
usefulness of information content. Second, we 
do not know how frequently advice was received 
or how many advisors in each category were con-
tacted, e.g. how many ‘friends’ or ‘colleagues’ gave 
advice to a person and how often. This means 
that we account for the number of different in-
formation sources, but not for their intensity. 
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NETWORKS IN LATVIA

Analysis of data collected on networks suggests 
that nascent entrepreneurs in Latvia use advi-
sors much more often than owners of young 
and established firms (see Table 5). On average a 
nascent entrepreneur uses 6-7 different advisors, 
whereas a firm owner only three. Almost 90% of 
nascent entrepreneurs use at least one advisor, 
and 68% of them use five advisors or more. How-
ever, more than a third of owner-managers do 
not use any advisor at all, and only 20% of them 
use more than four advisors.

The study on entrepreneurs in Italy, Norway, Swe-
den, and the United States by Greve and Salaff 

figure 26: Individuals and bodies that may give advice to entrepreneurs

(2003) partially supports the existence of differ-
ences in network size for entrepreneurs in the 
planning and establishment phases. They argued 
that during the planning stage nascent entrepre-
neurs search for information and resources and 
therefore need to mobilize a large social network. 
Nascent entrepreneurs approach many different 
people because they do not know who can help 
them. Once the business is established, entrepre-
neurs try to focus on key persons in the network 
– the people who proved to be useful in providing 
resources and information. 

table �: Number of different advisors used by entrepreneurs in Latvia, 2008

Number of advisors used Percentage of nascent entrepreneurs Percentage of firm owners

 none 11 36

 1-2 18 27

 3-4 13 16

 5-9 30 9

 10 and more 28 11

Average number of advisors 6.7 3.2

Source: GEM 2008 Latvian APS data.

1. Family and friends
A) Spouse

B) Parents

C) Other relatives

D) Friends

2. Work acquaintances
A) Current work-colleagues

B) Previous work-colleagues

C) Current boss

D) Previous boss  

3. Experienced individuals
A) Someone in another country

B) Someone who is starting a business 

C) Someone with much business experience 

D) Someone with expertise in what you do 

4. Experts
A) Researcher or inventor

B) Investor 

C) Bank 

D) Lawyer

E) Accountant 

F) Public advice services for business

5. Market participants
A) Firm that you collaborate with 

B) Firm that you compete with 

C) Supplier 

D) Customer
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The most popular source of advice for both nas-
cent entrepreneurs and firm owners is friends 
(see Table 6). This type of advisor is used by 67% 
of start-ups and by 33% of firm owners. Other 
popular information sources for firm owners 
are family members (spouse, parents, and other 
relatives) and current work colleagues. Nascent 
entrepreneurs much more often receive advice 
from someone who has more experience in en-
trepreneurship: someone starting a business or 
someone with much business experience. They 
also frequently get advice from customers. 

table 6: Most popular advisors for entrepreneurs in Latvia, 2008

These results suggest that nascent entrepreneurs 
are open to a wider information spectrum than 
firm owners. Nascent entrepreneurs are more 
likely to use external advisors outside the family 
circle. This might be because start-ups are delib-
erately looking for external support because they 
require more information. It also might point to 
unwillingness of firm owners to share their busi-
ness secrets with outsiders because of lack of 
trust. 

Advisors
Percentage of nascent 

entrepreneurs who used advisor

Friends                        67

Someone with much business experience 55

Someone who is starting a business 49

Customers                     43

Other relatives 41

Advisors
Percentage of firm owners who 

used advisor

Friends                           33

Spouse or life-partner 31

Parents 25

Other relatives 25

Current work colleagues  19

Source: GEM 2008 Latvian APS data.

The least popular sources of advice are similar for 
start-ups and firm owners: entrepreneurs rarely 
get advice from a competing firm or a current or 
previous boss. Nascent entrepreneurs relatively 
rarely receive advice from banks and public ad-
vice services for businesses. The latter might sig-

table 7: Least popular advisors for entrepreneurs in Latvia, 2008

nal low credibility of public institutions and, per-
haps, a lack of efficient governmental programs 
to support entrepreneurial activity in Latvia. 
Owners and managers of firms relatively rarely 
receive advice from researchers or inventors and 
possible investors. 

Advisors
Percentage of nascent 

entrepreneurs who used advisor

Previous boss             6

Current boss               13

Firm that you compete with     15

Public advice services for business 15

Bank                      17

Advisors
Percentage of firm owners who 

used advisor

Previous boss             5

Current boss               6

Firm that you compete with     6

Researcher or inventor          7

Investor                7

Source: GEM 2008 Latvian APS data.
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Some advisors are equally popular among nascent 
entrepreneurs and firm owners, for example, a 
spouse or parents. Generally, these people are the 
closest social ties in the personal social network 
and, therefore, frequently enter discussion on 
various kinds of problems, including problems at 
work. Besides professional advice, family mem-
bers are likely to provide support, encourage-
ment, and emotional understanding, which are 
equally important for entrepreneurs at all stages 
of entrepreneurial processes. 

Advisors with more specific expertise tend to 
have different popularity among nascent entre-
preneurs and firm owners, because at different 
stages of business development entrepreneurs 
try to solve different professional problems. 
Nascent entrepreneurs are more likely to receive 
advice from individuals with business experience 
and experience in starting a business as well as 
individuals with expertise in a specific field. In 
comparison with firm owners, nascent entre-
preneurs are also much more likely to get advice 
from customers and possible investors.

Descriptive results suggest that entrepreneurs 
in Latvia (especially firm owners) very often use 
advisors from the family circle and work col-
leagues. Birley (1985) referred to family, friends, 
and business contacts as an informal network. 
She claimed that use of an informal network is 
less costly for an entrepreneur, but brings limited 
information. By using mainly informal advisors a 
person tends to re-create the elements of his or 
her previous employment. In her study, Birley 

concluded that the informal system in some way 
creates a barrier for using a formal system (i.e. 
banks, accountants, lawyers, public advice serv-
ices). This might happen either because entrepre-
neurs are not aware of a formal system or because 
the formal system is ineffective and discourages 
entrepreneurs from using it.

As mentioned earlier, it might also be that lack of 
trust deters entrepreneurs in Latvia from more 
intensive use of networks, especially advisors 
other than family and friends. According to Puff-
er and McCarthy (2001), commitment and trust 
are typically low in Eastern European business 
networks. Hoang and Antoncic (2003) suggest 
that trust is a critical element for efficient func-
tioning of networks. Trust affects the depth and 
richness of information exchange via networks. 
Lack of trust can undermine the effectiveness 
of weak ties (i.e. advisors other than family and 
friends) and, therefore, hinder transmission of 
novel information15. 

One way to achieve a trusting relationship in an 
environment characterized by lack of trust is to 
develop long-term relations. For example, Radaev 
(2005) reports that trust among network partici-
pants in Russia is generally developed through re-
peated business interactions. However, according 
to Granovetter (2005), reliance on long-term ties 
might reduce productivity and ability to adapt to 
rapid changes. Therefore, during a crisis the use 
of long-term ties is likely to be non-optimal.

COMpARISON OF NETWORK pATTERNS ACROSS 
COUNTRIES

Altogether five countries adopted the questions 
on networks and included them in their GEM 
adult population survey in 2008. These were 
countries from different parts of the world with 
a different institutional environment, levels of 
development, and entrepreneurship rates: Latvia, 
Denmark, Brazil, South Korea, and Iran. This sec-
tion offers a comparison of network patterns for 
these five countries. 

Nascent entrepreneurs in Latvia have an average 
network size of approximately six to seven diffe-
rent advisors. This is similar to the average net-

15		Weak	ties	are	more	likely	to	transmit	novel	information	as	opposed	to	strong	ties	that	mostly	carry	already	outdated	and	redundant	information.	Granovetter	
calls	this	concept	“the	strength	of	weak	ties”	(2005).

work size in Denmark and Brazil. In South Korea 
and Iran, networks of nascent entrepreneurs are 
typically slightly smaller – about five advisors. In 
all countries except Denmark, firm owners have 
smaller network size as compared to nascent en-
trepreneurs - around three advisors. In Denmark, 
start-ups and firm owners tend to have a similar 
number of advisors in their networks. Figure 27 
demonstrates the distribution of entrepreneurs 
with respect to their network size in the coun-
tries observed.

figure 27: Entrepreneurs by network size across countries, 2008

A. Nascent entrepreneurs
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Some advisors are equally popular in Latvia and 
in other countries. For example, in all countries 
the top five advisors for start-ups include friends 
and individuals with much business expertise. 
Customers also have a very high ranking in all 
countries except Iran, where family takes a domi-
nant role. Only in the case of Latvia do nascent 
entrepreneurs very frequently use other individu-
als starting a business as advisors. This might im-
ply a strong peer effect in one’s decision to start 
a new business in Latvia. In comparison with 
Denmark, family ties are much more important 
for nascent entrepreneurs in Latvia. Start-ups 
in Denmark more often use work acquaintances 
(such as current or previous boss, current or pre-
vious work colleagues) as well as public advice 
services and banks.

For firm owners ‘family and friends’ appeared to 
be among the most popular advisors in all coun-

tries. Family turned out to be especially impor-
tant in Latvia, Iran, and Brazil. In contrast to 
these countries, entrepreneurs in Denmark and 
South Korea prefer advisors with expertise in a 
particular field or in business in general.

Surprisingly, in most of the countries observed 
experts (such as researchers, investors, banks, 
lawyers, accountants and public advice agencies) 
are relatively rarely used (see Figure 28). Many of 
these advisors are ranked at the bottom in terms 
of their popularity both among nascent entrepre-
neurs and firm owners. The only exception is the 
very high popularity of accountants among Dan-
ish firm owners. Public advice services are used 
by less than 20% of start-ups and by less than 
10% of firm owners in all countries, except Den-
mark where the percentages are slightly higher.

figure 28: popularity of expert-advisors in selected countries, 2008

A. Nascent entrepreneurs

B. Firm owners

Source: GEM 2008 network data.

B. Firm owners

Source: GEM 2008 network data.
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figure 29: Network patterns of entrepreneurs in selected countries, 2008

A. Nascent entrepreneurs

Figure 29 demonstrates visually the main dif-
ferences in the patterns of networking across 
countries. For this purpose, possible advisors are 
grouped into five categories: family and friends, 
work acquaintances, experienced individuals, 
experts, and market participants (see Figure 26 
for classification). The popularity of each group 
is measured along a separate axis. The percent-
age on the axis shows the share of entrepreneurs 
who received advice from at least one advisor in 
the category mentioned. The figure shows quite 
clearly that entrepreneurs in Denmark have on 
average the widest networks out of all countries 
surveyed, both for nascent entrepreneurs and 
firm owners. The only exception is the ‘family and 
friends’ dimension, where Iran and Latvia (for 
nascent entrepreneurs) outperform Denmark.

Diversity of network composition in Denmark 
suggests that Danish entrepreneurs have access 
to wider information flows than entrepreneurs 
in other countries. Intensive use of weak ties (i.e. 
advisors other than family and friends) in Den-
mark and South Korea is likely to facilitate inflow 
of new and non-redundant information, making 
entrepreneurs more prone to find innovative so-
lutions and perceive good business opportuni-
ties16. The use of strong ties (family and friends) 
in Latvia, Iran, and Brazil is generally less costly 
and important in the early stages of business de-
velopment. As suggested by Bruderl and Preisen-
dorfer (1998), strong ties positively influence the 
chances for start-up survival. At the same time, 
they found that strong ties do not contribute to 
the growth rate of businesses. 

16	See	for	example	Hoang	and	Antoncic	(2003)	or	Granovetter	(2005)	for	discussion	of	the	importance	of	weak	ties	versus	strong	ties.

The relationship between network patterns and 
entrepreneurial activity is highly dependent on 
the context of the country. The countries con-
sidered in this chapter are very different in many 
aspects: starting from culture, religion, and his-
torical background to population structure and 
development of formal institutions. It is difficult 

to interpret differences in network patterns in 
these countries without deep research into coun-
try-specific features and the moderating effect of 
these features on the relationship between net-
works and entrepreneurial activity. Therefore, the 
conclusions offered in this chapter are suggestive 
and subject to further investigation.

B. Firm owners

Source: GEM 2008 network data.
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During the economic boom in 2007, early-stage 
entrepreneurial activity in Latvia declined. 
This was related to favourable conditions in the 
Latvian labour market and an outflow of human 
resources from entrepreneurial activity to paid 
employment. The reverse happened in 2008. The 
rate of early-stage entrepreneurial activity recov-
ered to approximately the same level that was ob-
served before 2007. The prevalence of prospective 
entrepreneurs also increased. However, the level 
of established business owners in the population 
has remained very low over the last two years. 

Economic recession is likely to have two oppo-
site effects on development of early-stage entre-
preneurial activity. On the one hand, it becomes 
more difficult to raise finance and find customers. 
Many nascent entrepreneurs become discouraged 
and give up their start-up attempts. New firm 
owners find that it becomes increasingly difficult 
to survive. On the other hand, factors of produc-
tion become cheaper. People have more free time 
to start a new business and have a higher neces-
sity to do so because of unemployment and wage 
cuts. Theoretically, it is unclear which of the two 
effects will dominate, but empirical evidence sug-
gests that the latter is likely to be stronger. GEM 
2008 Latvian data also support this result.

The economic impact of the increase in early-
stage entrepreneurial activity during the current 
economic downturn should not be overstated. 
The recovery of early-stage entrepreneurial activ-
ity in Latvia was mainly driven by an increase in 
necessity entrepreneurship and is likely to take 
the form of small business activities, such as e.g. 
petty trading. Necessity-driven entrepreneurs do 

not contribute much to economic growth. They 
are likely to use profits for consumption instead 
of reinvesting in business. 

The increase in early-stage entrepreneurial activ-
ity will have a limited impact on the number of 
established businesses. The currently observed 
discrepancy between the level of early-stage en-
trepreneurial activity and established business 
ownership suggests that the survival chances for 
start-ups in Latvia are very low. Most entrepre-
neurial attempts during an economic downturn 
are likely to be transitory or unsuccessful. How-
ever, for those businesses that survive the hard-
ship it might be easier to grow in the future be-
cause of reduced competition and availability of 
cheaper inputs. 

Economic conditions also influence people’s at-
titudes toward entrepreneurship and perceptions 
of the entrepreneurial environment in Latvia. 
The entrepreneurial environment has deterio-
rated along several dimensions. The two most 
important indicators that reflect the ability and 
willingness of people to engage in entrepreneur-
ial activity have decreased. ‘Egalitarian views’ 
have become more popular, probably reflecting 
disappointment in the current economic system. 
At the same time, as conditions for paid employ-
ment deteriorated, the preferences of people 
switched quite notably from paid employment to 
own business ownership. 

The growing popularity of an entrepreneurial ca-
reer might be considered to be overoptimistic in 
the current economic circumstances. However, 
early-stage entrepreneurs in Latvia have a quite 

positive view on business opportunities in the 
near future. On the one hand, it might be that 
early-stage entrepreneurs are inexperienced and 
naïve in their assessment. On the other hand, it 
might be that they have substantially different 
business ideas or particular mindsets that allow 
them to see business opportunities that are not 
perceived, for example, by established business 
owners. 

Intrapreneurs were found to have potential to 
contribute to development of entrepreneurial 
activity and improvement of the economic situa-
tion in Latvia even if their role within organiza-
tions is currently limited. It is likely that inappro-
priate management techniques or the intraorgan-
izational environment in Latvian firms constrain 
their leadership qualities. Intrapreneurs were 
found to have good education and training in 
starting a business and to possess adequate start-
up skills. They also demonstrated a desire to start 
their own business in the near future. Meanwhile 
they are likely to use their current employment 
for accumulating knowledge, experience, and 
financial capital in order to start their own busi-
ness later on. 

Provision of education and training in starting a 
business in Latvia appears to be quite good, espe-
cially among the younger generation and women. 
However, it is not clear whether education in 
business start-up in fact enhances start-up skills 
and motivates people to start a business. For ex-
ample, most older people do not have education 
in business, but have a relatively high preference 
for entrepreneurial activity, positively evaluate 
their start-up skills, and relatively often perceive 
good business opportunities. Women, however, 
being on average more educated in business 
than men, relatively rarely report having good 

start-up skills, and have a low preference for en-
trepreneurial activity. The effectiveness of entre-
preneurial education in Latvia should be studied 
more thoroughly in the future.

Analysis of entrepreneurs’ social networks re-
vealed that nascent entrepreneurs and firm own-
ers in Latvia very often use strong ties (family 
and friends), but not what are termed weak ties 
such as researchers, investors, banks, lawyers, ac-
countants, and public advice agencies. Strong ties 
are less costly to use. Besides professional advice, 
family members are likely to provide support, 
encouragement, and emotional understanding, 
which are found to be important for persistence 
of entrepreneurial attempts. However, strong 
ties are likely to transfer information which is 
already known and redundant. Intensive use of 
strong ties may hinder transmission of novel in-
formation to entrepreneurs and create a barrier 
to using a formal system of business consultancy. 
On the other hand, weak ties are very important 
because they are likely to facilitate the inflow of 
new and non-redundant information, making en-
trepreneurs more apt to find innovative solutions 
and perceive good business opportunities.

One factor preventing Latvian entrepreneurs 
from a more intensive use of networks, especially 
weak ties, is lack of trust, typical of all Eastern 
European business networks. Trust is a very im-
portant element of social networks in providing 
effective functioning. Trust affects the depth and 
richness of information exchange via networks. 
In environments characterized by a lack of trust, 
trusting relations are frequently established 
through repeated interaction and development 
of long-term links. However, long-term relation-
ships may inhibit the ability to adapt to rapid 
changes in the economic environment. 

CONCLUSIONS
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AppENDIX A: GEM AppROACh AND DATA 
COLLECTION

The Global Entrepreneurship Monitor (GEM) 
is a research programme started as a partner-
ship between the London Business School (UK) 
and Babson College (US). Research also involves 
a consortium of national teams from each of 
the countries involved in the study. The aim of 
GEM is to create an annual assessment of levels 
of entrepreneurial activity across countries. The 
research identifies different types and phases of 
entrepreneurial activity and explores a variety 
of factors both within and across countries that 
might give rise to systematic differences in entre-
preneurship rates. 

GEM was initiated in 1999 with 10 countries and 
expanded to 43 countries in the 2008 research 
cycle. GEM is the largest survey-based study of 
entrepreneurship in the world. More than 100 
scholars from the various national teams col-
laborated with the coordination centre in collect-
ing data and developing the project. Every year 
each national team is responsible for conducting 
an adult population survey in its country. The 
surveys are conducted in strict adherence to the 
GEM methodology. An extensive description of 
the GEM methodology may be found in Reynolds 
et al. (2005). 

Representative samples of more than 2000 ran-
domly selected adults were surveyed in 43 coun-
tries participating in GEM 2008. Similar to previ-
ous rounds of GEM, the interview schedule con-
sisted of a set of questions used to derive entre-
preneurial activity rates and additional questions 
concerning the attributes and characteristics 

of the respondents as well as their attitudes to-
wards entrepreneurship. In 2008 the GEM study 
for the first time included an additional section 
of questions on ‘Education and training in start-
ing a business’. This topic was chosen as a special 
research area for GEM 2008. 

Latvia has been a member of the GEM project 
since 2005, and continues its participation in 
the 2009 research cycle. In 2008 the GEM adult 
population survey in Latvia was conducted by a 
professional survey firm, “SKDS”. Via telephone 
interviews a total of 2011 adults aged 18-64 years 
old were surveyed during June 2008. To ensure a 
better coverage of the population of Latvia, re-
spondents were reached through both mobile 
phones and fixed-lined telephones. This method 
allowed construction of a sampling framework 
which covers 93.2% of the adult population of 
Latvia17. Mobile telephone numbers were selected 
from a digital data base on randomly generated 
mobile phone numbers, while fixed-line numbers 
were selected from district telephone catalogues. 
In the first place the sample was formed by mo-
bile users because of their dominance in the sam-
ple (93.1% of telephone users). After the mobile 
phone quota was achieved the survey continued 
via fixed-line telephones. Of fixed-line telephone 
users, only those who do not have a mobile phone 
were interviewed to ensure no overlap between 
mobile and fixed-line phone coverage. Observa-
tions in the sample were weighted by age, gender, 
ethnicity, geographical region, and urban/rural 
division. Thus, GEM findings can be reliably gen-
eralized to the whole of Latvia’s population.

AppENDIX B: GEM DATA SOURCES AND 
pUBLICATIONS

Throughout the report we refer to various GEM 
data sources and GEM reports. This might be 
confusing for the reader who is not familiar with 
the GEM project. Therefore, in this Appendix we 
offer a short list of GEM data sources and pub-
lications and explain what kind of information 
they contain.

GEM Data Sources 

GEM Adult Population Survey (APS) data 
– individual-level data collected via an adult 
population survey in a particular country.

GEM master data – country-level data that 
contains summary indices calculated on the 
basis of synchronized and consolidated GEM 
APS datasets for all GEM countries.

GEM intrapreneurship data – individual-
level APS data for a group of countries syn-
chronized and consolidated in a single file. 
Besides core GEM variables, the data con-
tain an additional set of information on in-
trapreneurial activity of employees within 
organizations. 

GEM network data - individual-level APS 
data for a group of countries synchronized 
and consolidated in a single file. Besides core 
GEM variables, the data contain an addi-
tional set of information on entrepreneurs’ 
social networks.

•

•

•

•

GEM Publications 

GEM Executive report – the report produced 
by the GEM coordination team in the end 
of each research cycle. The report provides 
a global view on development of entrepre-
neurial activity in all countries participating 
in the GEM project. 

GEM National report – the report produced 
by each of the GEM National teams after the 
GEM Executive report has been launched. 
The focus of the report is on the home 
country of the GEM National team and its 
comparison to other GEM countries. For 
example, this volume - GEM Latvia Report - 
presents analysis of entrepreneurial activity 
in Latvia in an international context. 

GEM Special Topic report – the report pro-
duced by a team of researchers focused on 
a particular topic in entrepreneurship. The 
report covers the majority of participating 
countries interested in a particular entre-
preneurial phenomenon. For example, the 
following reports have been published re-
cently: GEM Report on Women and Entre-
preneurship, GEM Report on High-growth 
entrepreneurship, GEM Financing report.

•

•

•

17	According	to	SKDS	statistics	of	12	months	national	representative	omnibus	surveys,	in	the	period	from	April	2007	to	March	2008	-	6.8%	of	the	adult	popula-
tion	of	Latvia	have	no	form	of	telecommunication.
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AppENDIX C: SELECTED qUESTIONS FROM GEM ADULT pOpULATION SURVEY (ApS)

Screening questions 
Which of the following would apply to you?

No. Statements Yes No Don’t know Refused

1a.
You are, alone or with others, currently trying to start a new business, 
including any self-employment or selling any goods or services to 
others.

1 2 8 9

1b.
You are, alone or with others, currently trying to start a new business 
or a new venture for your employer - an effort that is part of your 
normal work.

1 2 8 9

1c.
You are, alone or with others, currently the owner of a company 
you help manage, self-employed, or selling any goods or services to 
others.

1 2 8 9

1d.
You have, in the past three years, personally provided funds for a new 
business started by someone else, excluding any purchases of stocks 
or mutual funds.

1 2 8 9

1e. You are, alone or with others, expecting to start a new business, 
including any type of self-employment, within the next three years 1 2 8 9

1f.
You have, in the past 12 months, sold, shut down, discontinued or quit 
a business you owned and managed, any form of self-employed, or 
selling goods or services to anyone.

1 2 8 9

questions on the entrepreneurial environment 
Which of the following would apply to you?

No. Statements Yes No Don’t know Refused

1g. You know someone personally who started a business in the past 2 
years. 1 2 8 9

1h. In the next six months there will be good opportunities for starting a 
business in the area where you live. 1 2 8 9

1i. You have the knowledge, skill and experience required to start a new 
business 1 2 8 9

1j Fear of failure would prevent you from starting a business. 1 2 8 9

1k. In Latvia, most people would prefer that everyone had a similar 
standard of living. 1 2 8 9

1l. In Latvia, most people consider starting a new business a desirable 
career choice. 1 2 8 9

1m. In Latvia, those successful at starting a new business have a high level 
of status and respect. 1 2 8 9

1n. In Latvia, you will often see stories in the public media about 
successful new businesses. 1 2 8 9
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