Foreword

In spite of the increasing recognition of entrepreneurship as a source of job creation, empowerment and economic dynamism in a rapidly globalising world, there has been no systematic attempt to look at it from a youth angle. The tendency has been either to subsume the youth into the general adult population or to ignore their efforts to forge a livelihood through enterprise activities. This has resulted in the lack of an adequate understanding of the potential benefits of youth entrepreneurship as a means of improving youth livelihoods. The main aim of this paper is to stimulate policy debate on the potential benefits of youth entrepreneurship as a viable career option, obstacles that stand in its way, and policy measures and strategies that can be initiated to support it. 

There is presently a general lack of accurate and systematic data on youth, especially as it relates to youth entrepreneurship. This paper, therefore, draws on a variety of sources upon which the analysis is based. It has several objectives. First, it defines and discusses the importance of youth entrepreneurship. Second, it examines the increasingly important role of self-employment. Thirdly, it looks at the current status of youth-run enterprises (YREs). Fourth, it raises the key challenges that youth entrepreneurs face. Fifth, it identifies the current programmatic interventions that have been initiated to address some of the challenges facing YREs and examines in detail two successful youth enterprise promotion programmes and ‘best practices’. Finally, it identifies areas for suggested actions. Although I was asked to prepare this background paper by the YES Secretariat, the Secretariat bears no responsibility for the views and recommendations expressed herein.
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Executive Summary
In recent years, the promotion of entrepreneurship as a possible source of job creation, empowerment and economic dynamism in a rapidly globalising world has attracted increasing policy and scholarly attention. However, despite this attention, there has been no systematic attempt to look at it from a youth angle. The tendency has been either to subsume the youth into the general adult population or to ignore their efforts to forge a livelihood through enterprise activities. This has resulted in the lack of an adequate understanding of the potential benefits of youth entrepreneurship as a means of improving youth livelihoods.

The main aim of this paper is to stimulate policy debate on the potential benefits of youth entrepreneurship as a viable career option, obstacles that stand in its way, and policy measures and strategies that can be initiated to support it.

There is presently a general lack of accurate and systematic data on youth, especially as it relates to youth entrepreneurship. This paper, therefore, draws on a variety of sources upon which the analysis is based.

In this paper, ‘youth entrepreneurship’ is defined as the “practical application of enterprising qualities, such as initiative, innovation, creativity, and risk-taking into the work environment (either in self-employment or employment in small start-up firms), using the appropriate skills necessary for success in that environment and culture”.

Among others, the importance of promoting youth entrepreneurship lies in the following:

· Creating employment opportunities for both the self-employed youth and other young people
· Bringing back the alienated and marginalized youth into the economic mainstream
· Helping address some of the socio-psychological problems and delinquency that arise from joblessness
· Promoting innovation and resilience in youth
· Promoting the revitalization of the local community
· Young entrepreneurs may be particularly responsive to new economic opportunities and trends
· YREs give young people, especially marginalized youth, a sense of meaning and belonging, and
· Enterprise helps young women and men develop new skills and experiences that can be applied to many other challenges in life.
While data on exactly how many youth are participating in entrepreneurial-related activities in developed countries have yet to be collected, the few available studies show that young people are actively involved in running their own businesses in both developed and developing countries. However, the level of youth entrepreneurship and self-employment tends to be considerably lower than that of adults. It also tends to significantly vary according to the age category of youth and gender, with more young men likely to be self-employed than young women. Similarly, more older youth are involved in running enterprises than younger youth.

In both DCs and LDCs, including the transition countries, YREs and AREs (adult-run enterprises) face many constraints which impede their growth. However, there are some important differences between YREs and AREs, with many young people facing the challenge of their age, limited life and work experience. 

In general, the data suggest that, compared to adults, young people are disadvantaged in the following areas: 

· more youth face problems of access to resources such as capital;

· more young people start their enterprises with lower levels of initial capital; 

· more enterprises owned by young people have a lower market value or inventory; 

· more youth entrepreneurs are engaged in a narrower range of activities; 

· more young people tend to operate from homes or streets (lack of access to space); 

· more young people do not bring experience and contacts to the business, and;

· more enterprises owned by youth tend to rely on simple tools or have no equipment at all.
These constraints expose YREs to greater risk than AREs. Many YREs in both developed and developing countries also largely rely on the local market. Available evidence suggests that heavy reliance on the local market, especially in poor countries, is a key constraint on earnings and growth of enterprises.

This paper shows that youth entrepreneurship has some economic and social value, such as allowing young people to pursue independent livelihoods and an increase in self-esteem and happiness. This economic and social value could be enhanced if the challenges that potential youth entrepreneurs and existing YREs face could be addressed.

In both developed and countries, especially in the former, there exist some successful youth entrepreneurship programmes. However, there is no single policy model for the encouragement and promotion of entrepreneurial activity among youth. Enterprise promotion projects have different goals and objectives, in terms of clients, aspirations and types of interventions.
Two of the most successful programmes for promoting youth entrepreneurship are the Imprenditorialita Giovanile (IG) S.p.A in Italy and the Prince’s Trust – Business (PTB) in the United Kingdom. An analysis of the factors responsible for the success of both the IG and PTB suggests that the effectiveness of their youth entrepreneurship promotion programmes can largely be attributed to the following: 

· Clear Objective. The success of the IG and PTB derive partly from dedication to a clear objective. The programmes do not attempt to combine social and economic objectives in the promotion of youth entrepreneurship. Many youth enterprise promotion programmes fail because of a multiplicity of objectives.

· Commercial Orientation. Both institutions have a commercial approach to their operations. They do not operate as ‘welfare’ or social services. As noted below, this has allowed them to develop a professional capability and technical competence that has been critical to the success of their youth enterprise support programmes.

· Adequate funding. It is evident from the above review that both the IG and PTB are well funded. Adequate funding has allowed them to implement programmes that have significant outcomes on the target groups. Available literature shows that youth enterprise support programmes in many developing countries fail due to, among other factors,  inadequate funding. 

· Well-trained and properly supported staff. Both the IG and PTB have established a professional capability in their operations. Their staff are highly trained and properly supported in their work. Lack of technically competent staff and/or staff that lack entrepreneurial experience is a major factor that explains the failure of youth enterprise support programmes in many countries.

· Flexible and adaptable operation style. Both the IG and PTB have adopted or initiated flexible administrative procedures and operational styles in delivering BDS and other supports to youth entrepreneurs. Rigid administrative procedures are a factor in the failure of youth enterprise promotion programmes in many countries.
· Reliance on appropriate ‘micro’ delivery mechanisms. Both the IG and PTB rely on regional and local delivery mechanisms in service provision. Depending on context, this has involved use of local and regional schemes (in the case of the IG) and private and public institutions such as universities and local authorities (in the case of the PTB). 

· Reliance on local business specialists. Both the IG and PTB rely on a network of local people with specialized business knowledge or experience to provide informal advice and training to youth entrepreneurs.
· Initiative-based. Both the IG and PTB do not attempt to impose choice of enterprise activities on young people. The initiative to start an enterprise comes from the youth themselves which, as noted below, partly serves as collateral for the loan. As several experts observe, setting up young people as independent micro-enterprise owners, often in a line of business in which they have no prior experience with, and often without sufficient skill, is both high risk and a recipe for failure.

· An ‘integrated’ package for youth. Contrary to the minimalist approach common in many credit programmes, both the IG and PTB provide a wide range of services to youth, including skills training and advice. This is based on the recognition that young people pass through various stages of transition and therefore tend to face problems specific to those transitions.

· Customer-centred loans. Although group lending based on the Grameen model is a common feature of many micro-credit schemes, particularly those targeted at women, both the IG and PTB use an individualized approach in their lending policies. This approach is based on the particular needs of each individual youth. Although the financial packages offered by the IG and PTB tend to differ, conditions for accessing the loans are: the business plan and accepting a mentor.  Secondly, by focusing on individual youth, these programmes treat them as ‘clients’. This is in marked contrast to many youth programmes in many countries which treat youth as mere ‘beneficiaries’. The result are standardized programmes that are not sensitive to the needs of individual youth and therefore have little impact on youth entrepreneurship promotion. 
· Proper targeting and selection. Both the IG and PTB, recognising that young people are not a homogenous group, make attempts to identify variations amongst young women and men in their skills, experiences, status, needs, aspirations and capacity to obtain resources – all of which influence their ability to establish and run a small business successfully.
· Mentoring. Both the IG and PTB have strong and highly effective mentoring programmes that are designed to provide young people with informal advice and guidance on how to properly manage their businesses. This helps the youth entrepreneurs to overcome the constraints of limited business experience, contacts and skills. Lack of ‘ethical’ mentors appears to be a major problem in many developing countries.  
· Intergenerational transfers. Especially in the case of the IG, this involves a transfer of firms from older people to younger people. This practice allows youth to gain skills and experience in enterprise management.

· Risk management. Through mentoring and other business support services, both the IG and PTB help young people deal with the risks that they face in running their enterprises.

· Equity. In particular, the PTB encourages young  women and men from all backgrounds, including those from ethnic minorities, to participate in its programmes. Its Mapping Disadvantage report identifies areas where most deprived youth live. 

· A supportive policy environment. As the rapid expansion of the IG in Italy illustrates, favourable changes in the regulatory environment can have a positive impact on the provision of BDS to youth entrepreneurs; 

· The State. In both cases, the state, while not directly involved in managing the institutions and programmes, has played a key role as a major source of funds and creating a conducive environment for enterprise promotion. In the case of IG, the state owns over 80 percent of the shares, while the PTB also gets government funding.

· Sustainability. Both the IG and PTB  raise large amounts of funds for their operations and do not rely on a single source of external support, be it technical, organizational or financial. Their sources include private sources and the European Union. The PTB, for instance, relies on high profile fund-raising and has its own internal investments.
These programmes largely meet what White and Kenyon (2000) identify as key principles required to ensure the effectiveness of programmes.
 The view of this paper is that the adoption and adaptation of the above ‘best practice’ features can have significant outcomes on the promotion of youth entrepreneurship in many countries, both DCs and LDCs. Already this is evident from their successful replication in other contexts both within and without the countries they originated from. 

However, we wish to stress that the task for selecting intermediary institutions, designing of appropriate programmes, selection of appropriate inputs and supports, financial support, and so on, is a matter of choice for different countries. As McGrath (1999) observes, countries have their own cultures of knowledge and skills. They also have diverse and multiple traditions of work and of enterprise which are experienced differently among different social groups and regions in the country. Successful interventions are highly likely to be those that are built upon a sensitive appreciation of the obtaining socio-economic situation of local youth and their enterprise activities. Especially with regard to developing countries, the youth enterprise support programmes should also consider socio-cultural constraints that limit the participation of youth in general and young women in particular in entrepreneurship and self-employment. 

Thirdly, there is need to clearly identify and treat separately survival-oriented poverty alleviation (PA) micro-enterprises and business growth (BG). As Cotter (1996) observes, PA and BG projects target different entrepreneurs, focus on different development projects and should use different conceptual tools for assessing their divergent impacts. Practitioners need to develop appropriate performance indicators to monitor and evaluate these very different types of project interventions. Otherwise, they will continue making inaccurate assessments of PA and BG programme effectiveness based on unrealistic impact expectations. This highlights the need to strike a balance between poverty and growth (King and McGrath, 1999).  

In order to stimulate policy debate on the factors that encourage youth entrepreneurship, the obstacles that stand in its way and the policy measures that can support it, this paper emphasizes the following as critical issues that should be addressed immediately :

· Access to Micro-credit for Young People
A major constraint to the growth of YREs is lack of access to finance. While potential youth entrepreneurs and existing YREs generally lack access to credit in both DCs and LDCs, the problem is particularly acute in the latter. Not only are there few micro-finance institutions in many countries, but those specifically targeted at youth are even fewer. A review of 902 organisations in 96 countries listed under the Microcredit Summit’s Council of Practioners revealed only 21 organisations with ‘youth’ in their title (Curtain 2000). Admittedly, there are credit schemes directed at young people in the mainstream microcredit organizations, but surveys reveal that youth are an underrepresented group. Lack of sufficient collateral, experience and biases further disadvantage young people.

It is also important to note that many micro-credit schemes, especially youth credit schemes, have failed in many countries. The overall message from the failure of these schemes suggests that success or failure in terms of financial viability and servicing the poor, in this case young people, largely depends on the design of the programme (Curtain, 2000). 

To promote effective micro credit programmes, there is need both to reduce access barriers and design programmes that meet the needs of potential youth entrepreneurs and existing YREs. This will require doing the following:

· Treating youth as ‘clients’ and not mere programme ‘beneficiaries’

· Shifting the focus from ‘product-centred’ to ‘customer-based’ programmes

· Innovative steps are needed for new types of collateral, such as business plan, level of education, and residence status,

· Broadening the current definition of ‘sustainability’ from a narrow focus on programme sustainability to livelihood viability through enterprise

· De-politicizing micro or youth credit schemes, especially in LDCs,

· Depending on context and need, other financing mechanisms such as grants and soft loans can be given to youth, and

· Strengthening financial systems management.

· Training and Business Development Services

Potential youth entrepreneurs and existing YREs need more than access to credit. As the successes of both the IG in Italy and the PTB in Britain suggest, they also need to know how to develop a business plan, business management, management of business finances (budgeting), time management, stress management, improving sales, managing and reducing costs, debt recovery techniques, stock control techniques, marketing and recruitment. 

This suggests the need for an integrated package for the promotion of youth entrepreneurship. Thus, there is need for the following:

· Skills training

· Business counseling

· Mentor support

· Access to working space

· Business expansion support, and

· Creating support networks.

The training should also be extended to service providers in order to improve their professional and technical competence, especially in the areas of programme conception, design, implementation and evaluation.

· Information and Marketing

One of the key problems facing YREs relates to limited prospects for value addition. In addition, YREs, especially those in poor countries, are concentrated in low value local markets. Such youth also lack access to information on product and input markets. Thus, promoting the viability of YREs will require facilitating the access of youth to information on product and input markets and linking them to global value chains. This will require encouraging young to explore existing global initiatives aimed at promoting trade between DCs and LDCs. An example is the African Growth and Opportunity Act (AGOA) passed by the US Congress which was signed into law by President William Jefferson Clinton. There is urgent need to explore the opportunities that such global trade initiatives offer to potential youth entrepreneurs and existing YREs in LDCs.

· Policies and Institutional Intermediation
Particularly in those countries currently lacking explicit policies on youth, there is urgent need to design compressive national youth policies that indicate the directions a country intends giving to the development of its young people. Significantly, such policies should be properly integrated with key macro and sectoral policies in order to avoid treating youth livelihoods and entrepreneurship as an isolated activity. 

This proposal has radical implications for intermediary support institutions. Depending on context, it will require doing the following:

· Clearly redefining the role(s) of these institutions:

· The Government

· NGOs

· The Private Sector

· Donor Agencies

· The Local Community

· Institutional strengthening which involves developing the internal management capacity of service providers

· Promoting partnership development involving the government, private sector, NGOs, and other institutions,  and

· Creating support networks and effective means by which knowledge, resources and effective practice can be exchanged.

· Financing Youth Enterprise Development and Research
As the successes of the IG S.p.A in Italy and the PBT in Britain suggest, effective promotion of youth entrepreneurship requires adequate funding. This paper shows that these two organizations have become sustainable over time by mixing their sources of funding. These sources include: the government, the private sector, private foundations, internal investments, fund-raising activities, and so on. In LDCs, governments, donor agencies and NGOs are major sources of funding.

This leads us to the conclusion that enterprise promotion programmes should seek funding from a variety of sources to ensure their sustainability. These sources include:

· The Government

· The Private Sector

· Donor agencies

· Internal investments, and

· Fund-raising activities.

Particularly in LDCs, there is also urgent need for a prioritization of scarce resources. While the general view is that poor countries lack sufficient resources to invest in the promotion of youth enterprise development, a review of the literature suggests that even that which is available is not properly used due to lack of priorities and strong accountability mechanisms. 

There is also very little research on the qualities and particular needs of youth who want to become self-employed in both developed and developing countries. Especially in developing countries, there is currently a dearth of empirical data on the informal sector, and on the participation of youth in the sector and the extent to which the existing policy and institutional framework impacts on youth entrepreneurship.

1.0 Introduction

In recent years, the promotion of entrepreneurship as a possible source of job creation, empowerment and economic dynamism in a rapidly globalising world has attracted increasing policy and scholarly attention. However, despite this attention, there has been no systematic attempt to look at it from a youth angle. The tendency has been either to subsume the youth into the general adult population or to ignore their efforts to forge a livelihood through enterprise activities. This has resulted in the lack of an adequate understanding of the potential benefits of youth entrepreneurship as a means of improving youth livelihoods. The main aim of this paper is to stimulate policy debate on the potential benefits of youth entrepreneurship as a viable career option, obstacles that stand in its way, and policy measures and strategies that can be initiated to support it. It is divided into eight sections. After this brief introduction, section two defines and discusses the importance of youth entrepreneurship. In section three, the role of self-employment is examined. This is followed by a discussion of the current status of youth-run enterprises (YREs) in the fourth section. The fifth section raises the key challenges that youth entrepreneurs face. This is followed by a discussion of the current programmatic interventions that have been designed to address some of these challenges in section six. Successful youth enterprise promotion programmes and best practices are discussed in section seven. The last section identifies areas for suggested actions.

2.0 Youth Entrepreneurship

Before looking at the potential benefits of promoting youth entrepreneurship, it is important to have an understanding of what ‘youth entrepreneurship’ is. Related to this is the need to understand the importance of promoting entrepreneurship in general and youth entrepreneurship in particular. Thus, the key questions that this section addresses are: What is entrepreneurship? What is youth entrepreneurship? What is the value of youth entrepreneurship? What are the social attitudes towards youth entrepreneurship? Who are youth entrepreneurs? ‘Youth’ is defined by the United Nations as those between 15-24 years of age. For the purpose of this paper, however, a ‘youth’ is defined as any person aged between 15-35 years of age. 

2.1 Understanding Youth Entrepreneurship
‘Entrepreneurship’ is a generic term that subsumes many issues. It has, therefore, been defined in very many ways. Rabboir (1995) – quoted in Schnurr and Newing (1997) - lists twenty definitions of ‘entrepreneurship’ from various authorities on the subject. He concludes that efforts to reach a consensus on the subject have not been successful and various analysts are changing their definitions as work, study and experience in the field evolve. Given the elusive definition of entrepreneurship, it is increasingly recognised that what is of great consequence is not what ‘entrepreneurship’ is or who ‘entrepreneurs’ are, but rather what they do or the ways in which different types of people, at different stages in the lives of their enterprises will respond to assistance of various types (Schnurr and Newing, 1997; Harper, 1996). 

But given that this paper aims towards at least tentative suggestions for the promotion of youth entrepreneurship, it needs more definitional rigour. Without it, the issues relating to youth entrepreneurship cannot be properly debated and policy issues cannot be precisely crafted. This paper adopts a definition of ‘entrepreneurship’ along the lines proposed by Stevenson (1989). According to Stevenson,  ‘entrepreneurship’ is “the process whereby individuals become aware of business ownership as an option or viable alternative, develop ideas for business, learn the process of becoming an entrepreneur and undertake the initiation and development of a business” (p.10) (see Attachment 1).

Drawing upon the above definition of entrepreneurship, and for the purpose of this paper, ‘youth entrepreneurship’ is defined as the “practical application of enterprising qualities, such as initiative, innovation, creativity, and risk-taking into the work environment (either in self-employment or employment in small start-up firms), using the appropriate skills necessary for success in that environment and culture” (Schnurr and Newing, 1997).
 

The application of these qualities, a process known as ‘entrepreneurism’ (Schnurr and Newing, 1997), leads to ventures in the social, political or business spheres. The emphasis in this paper is on self-employment. We define ‘self-employment’ as anyone who works for himself or herself but for anyone else, except under arm’s-length contracts (OECD, 2001). The OECD definition includes those who work alone – at home, from a workshop-truck or in separate businesses.

2.2 The Value of Youth Entrepreneurship and Self-employment
It is now widely accepted that there are many good reasons to promote entrepreneurship among young people. While caution should be exercised so that entrepreneurship is not seen as a ‘mass’ or wide-ranging solution which can cure all society’s social ills, as many experts such as Curtain (2000) warn, it has a number of potential benefits. An obvious, and perhaps significant one, is that it creates employment for the young person who owns the business. 

This is especially the case in an economy subject to rationalization, change and restructuring (see Attachment 2). Many experts believe that this could bring back the alienated and marginalized youth into the economic mainstream (Curtain, 2000; White and Kenyon, 2000). There may also be a direct effect on employment if new young entrepreneurs hire fellow youths from the ‘dole’ queues (Curtain, 2000). In this way, entrepreneurship could help address some of the socio-psychological problems and delinquency that arise from joblessness (see Attachment 2).

Youth-run enterprises (YREs) also provide valuable goods and services to society, especially the local community (OECD, 2001; Stone, et al., u.d).
 This results in the revitalization of the local community. It has also been observed that new small firms tend to raise the degree of competition in the product market, thereby bringing gains to consumers (Curtain, 2000). In addition, the enterprises may create linkages between youth entrepreneurs and other economic actors, such as through sub-contracting, franchising, and so on (White and Kenyon, 2000). 

Youth entrepreneurship also promotes innovation and resilience as it encourages young people to find new solutions, ideas and ways of doing things through experience-based learning (OECD, 2001; White and Kenyon, 2000). In certain circumstances, young entrepreneurs may be particularly responsive to new economic opportunities and trends. This is especially important given the on-going globalisation process. It is increasingly accepted that youth entrepreneurs can present alternatives to the organization of work, the transfer of technology, and a new perspective to the market (White and Kenyon, 2000). 

White and Kenyon further note that social and cultural identity is promoted through youth enterprises, as is a stronger sense of community where young women and men are valued and better connected to society. They note that youth enterprises give young people, especially marginalized youth, a sense of ‘meaning’ and ‘belonging’. This can shape the identity of youth and encourage others to treat them as equal members of society. A popularization and democratiation of entrepreneurship can allow the disadvantaged in society to succeed regardless of social or family background (OECD, 2001).  

In a broader sense, ‘entrepreneurship’, when treated as ‘enterprise’, helps young women and men develop new skills and experiences that can be applied to many other challenges in life. In the Oxford Thesaurus, ‘enterprise’ is defined as “resourcefulness, initiative, drive, imagination, enthusiasm, zest, dash, ambition, energy, energy, vitality, boldness, daring, audacity, courage, get up and go…” It is worthy noting that these attributes are generally associated with youth. 

In that sense, youth have “the qualities of resourcefulness, initiative, drive, imagination, enthusiasm, zest, dash, ambition, energy, boldness, audacity, courage…” (Schnurr and Newing, 1997:2). Ghai (1988:21) also notes: “youth are known to possess qualities of enthusiasm, motivation, enterprise, risk-taking, flexibility, energy, resourcefulness and willingness to try new approaches”. Bennell (2000) in this regard argues that the challenge for governments, NGOs and international bodies seeking to improve youth livelihoods is to “tap into the dynamism of young people and build on their strong spirit of risk-taking”.

Carlos Borgomeo, Vice Chair of the OECD LEED Directing Committee and President of Imprenditorialita Giovanile (IG) S.p.A (which is one of the ‘best practice’ youth enterprise promotion institution later reviewed in this paper) appears to support this view, arguing that:

“ This is the opportunity that has to be seized. Youth has a natural disposition for innovation and change on which we can capitalize, as long as we are clear that successfully launching a new enterprise - however small -  is a process of innovation.” (OECD, 2001:9)

The Centre for Youth Entrepreneurship Education adds that:

“Effective youth entrepreneurship education prepares young people to be responsible, enterprising individuals who become entrepreneurs or entrepreneurial thinkers and contribute to economic development and sustainable communities”

It follows, therefore, that policies to promote youth entrepreneurship need not be seen as a departure from the broad policy orientation needed in any case. As the OECD report (2000) observes, programmes to train young men and women for self-employment and help them to achieve it can enhance what must be done to attack youth unemployment in general. This is based on the recognition that not all young people can become entrepreneurs in a business sense. Enterprise skills can, therefore, help youth adapt well to other non-entrepreneurial careers.  
Moreover, the success of the ‘new economy’-however defined-is dependent on the promotion of a culture of entrepreneurship. It has been observed that youth have the capacity to understand it and be its pioneers. This is reflected in high youth participation in internet business start-ups (OECD, 2001; Curtain, 2000). 

Given this situation, the promotion of youth enterprise in general and youth entrepreneurship in particular is vital. The importance of this promotion should also be seen in the context of improving social attitudes towards entrepreneurship (see Attachments 3). Collectively, these influences are referred to as an ‘enterprise culture’.
 

The improving social attitudes towards entrepreneurship are also evident among young people. Recent survey data suggest that more and more young people in both developed countries (hereafter DCs) and developing countries (hereafter LDCs)
 increasingly view entrepreneurship as a viable career option (refer to Attachment 4).

The importance of promoting entrepreneurship is also reflected in the increasing role that self – employment plays in job creation across the world. In DCs, and especially in LDCs, self-employment is emerging as an important source of employment, livelihoods and economic dynamism (see Attachment 5). In DCs and more industrially advanced developing countries, there has been increasing flexibilisation and informalisation of production and employment relationships (casualisation) which involve sub-contracting production to small enterprises.
 This is largely in response to increasing global competition and information technology. In LDCs and transition economies, the bulk of new employment in recent years has been in the informal sector (see Attachment 5).
 
Given the growing importance of entrepreneurship and self-employment as a source of new jobs and economic dynamism in developed countries, and livelihoods in developing countries, there is need to promote youth entrepreneurship as a source of improved youth livelihoods and economic independence. Below we examine the status of YREs. 

3.0 The Status of Youth Entrepreneurship and Self-employment  

This section attempts to address the following questions: Who are youth entrepreneurs? What are the different kinds of youth entrepreneurs? What forms of enterprises do youth run? How do YREs differ from adult-run enterprises (AREs)? To what extent do YREs generate sufficient means for youth to pursue ‘independent’ livelihoods?

3.1 YREs in Developed Countries

While data on exactly how many youth are participating in entrepreneurally-related activities in developed countries have yet to be collected, the few available studies show that young people are actively involved in running their own businesses. In the United Kingdom, a Barclays Bank survey (1997) of young entrepreneurs aged 18-24 years (quoted in White and Kenyon, 2000) found a ‘flourishing youth enterprise culture’. The survey revealed that 65.0 percent of the youth entrepreneurs worked from home, 40.0 percent alone, 14.0 percent had a single employee and about 17.0 percent employed six or more people. Most of the YREs (71.0 percent) had an annual turnover of under £100,000 (US$158,000), but about 10.0 percent were significantly larger than others. The survey revealed that it cost youth entrepreneurs under age 25 about £5000 ($7000) to set up their businesses, although the average cost of all new businesses in 1997 was £11000 ($17400). In the USA, thousands of young people across the country participate in YREs (Stone, et. al., u.d)

In Canada, the OECD report cited above indicates that self-employment among youth (15-24) rose rapidly in the 1990s. In 1996, it reached 7.0 percent as a percentage of the working population from 5.4 percent in 1989. The same source shows that in Australia, some 5.0 – 5.5 percent of the self-employed, on average, are aged between 15-24 years. But the youth are involved in a limited range of enterprises. Almost 70 percent of the youth entrepreneurs operate in four sub-sectors: construction, personnel and other services, retail trade and property and business services. Their penetration rate or share of self-employment in each sub-sector lies above the average in the first two, but below it in the second two. However, older youth aged 20-24 years tend to predominate, while those aged 15-19 years play only a small role. 

These data suggest that, although there is a ‘flourishing youth enterprise culture’ in the OECD, overall, the participation of young people in self-employment in developed countries is very low. On average, they constitute less than 10.0 percent of the total self-employed in developed countries. In the UK, for instance, the Barclays survey established that the 16-25 age cohort has the lowest self-employment rate (3.3 percent) and people over 65 years the highest (36 percent). The reasons for the low participation of youth in entrepreneurally-related activities are discussed later.
3.2 YREs in Developing Countries

Available evidence shows that in developing countries, the rate of self-employment among youth, while low compared to adults, is significantly higher than among young people in developed countries. This is particularly the case in countries with slow or stagnant economic growth. Thus, Sharif (1998) observes that the tendency towards self-employment among youth is much greater in Sub-Saharan Africa than in other parts of the world. 

Recent survey data from Zambia show that a quarter of the youth (25.0 percent) are self-employed (Chigunta, 2001). Most of these young people, especially younger youth, tend to be concentrated in marginal trading and service activities. However, there is significant variation according to the age category of youth. The survey results show that only 9.6 percent of younger youth aged between 15-19 years were engaged in enterprise activities in the informal sector as ‘proprietors’. The level of youth participation in the informal sector increased to 33.4 percent among young people aged between 20-24 years and 57.7 percent among those aged between 26-29 years, respectively. This trend continued among higher age categories, though, unlike in the case of developed countries, started to fall off for those aged 40 years and above. 

These findings are supported by evidence from Ghana where a survey of small scale enterprises revealed that young people owned almost 40.0 percent of the enterprises (Osei, et al., 1993). But younger youth aged 15-25 owned only 5.5 percent of enterprises, while those aged between 26-35 years owned 33.8 percent. Similar evidence from South Africa suggests that the probability of self-employment among young people rises with age (Jewitt, u.d). The low proprietary level of youth can be explained by a number of factors which are discussed later. 

The evidence from developing countries also suggests that the proprietary participation rate of youth significantly varies according to gender, with young men more likely than young women to be self-employed. The data for Zambia show that only 5.4 percent of the younger female youth in the age category 15 – 19 years were engaged in running enterprises as proprietors compared to 15.1 percent among male youth. In the age group 20 –24 years, only a quarter (25.0 percent) of female youth were involved in running enterprises compared to just under half (40.3 percent) of the male youth. Even among young adults aged between 25 – 29 years, slightly more males (60.9 percent) than females (53.6 percent) were engaged in enterprise activities.  

These findings appear to suggest the existence of socio-cultural constraints which tend to affect the participation rate of female youth in self-employment. However, where such socio-cultural constraints are largely absent, as is generally the case in developed countries, the rate of female youth proprietary participation appears to be high, and in some cases even higher than that of male youth. In the UK, for instance, the Barclays Bank survey cited above shows that some 45 percent of the entrepreneurs were female, while the rest were male. In Australia, the level of female participation in some sub-sectors was even higher than that of male youth (Weeks and Kenyon, 2000). 

As in the case of developed countries, the data from Zambia also suggest that in developing countries most of the YREs were established in the 1990s. This is shown in the graph below.

Graph 1: 
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Source: Chigunta (2001).

A combination of factors explains the formation of the majority of youth-run businesses in the 1990s, including the adverse effects of adjustment programmes and positive changes in attitudes towards private entrepreneurship (see Attachments 3 and 4).  
3.3 Key Constraints Facing YREs

In both DCs and LDCs, including the transition countries, YREs and AREs face many constraints which impede their growth. Recent survey data from Southern Africa suggest that both YREs and AREs face similar problems (Chigunta, 2001; Kambewa, et al., 2001; Mkandawire, 2001). This is supported by evidence from Australia (White and Kenyon, 2000).  

The constraints that both YREs and AREs face are largely in the following areas: lack of access to institutional capital; lack of access to lucrative markets; poor marketing and branding; inadequate planning; lack of access to suitable working space; lack of business management skills and abilities; inadequate, inaccurate and non-existent financial records, lack of new product development, and; lack of on-going business support.

However, the data from Southern Africa suggest that there are some important differences between YREs and AREs (Chigunta, 2001; Kambewa, 2001). Research in the OECD and in Australia has also found that, in addition to the above problems, many young people face the challenge of their age, limited life and work experience (OECD, 2001; Kenyon and White, 1996). This is given in the box below.

Box 1: YRE Specific Constraints 

In general, the data suggest that, compared to adults, young people are disadvantaged in the following areas: more youth face problems of access to resources such as capital; more young people start their enterprises with lower levels of initial capital; more enterprises owned by young people have a lower market value or inventory; more youth entrepreneurs are engaged in a narrower range of activities; more young people tend to operate from homes or streets (lack of access to space); more young people do not bring experience and contacts to the business, and; more enterprises owned by youth tend to rely on simple tools or have no equipment at all.

These constraints tend to expose YREs to greater risk than AREs. Although some analysts suggest that many young people thrive on risk as entrepreneurs (see, for example, Cutain, 2000), it is not clear the extent to which youth entrepreneurs are ‘calculated risk takers’.
 As Motts (2000) suggests, ‘calculated risk taking’ behaviour requires prior employment or business experience and expertise. The survey results from Southern Africa suggest that lack of experience and expertise, among other factors, tend to push potential youth entrepreneurs into high risk and low-value adding self-employment situations where failure is highly probable (Chigunta, 2001; Motts, 2000).

It should, however, be stressed that the relative importance of the constraints facing YREs tend to vary between developed and developing countries. Some examples of these differences are given in the chart below.

Table 5: Relative Importance of Youth Enterprise Constraints
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This matrix suggests that YREs face many constraints but their relative significance in impending enterprise development tends to vary between DC and LDCs. For instance, credit and institutional constraints are more of a serious problem in LDCs than in DCs. 

There is also significant structural differentiation in youth enterprise activities. The evidence from Zambia, Australia and other countries suggests that youth entrepreneurs vary according to age. This differentiation can be broadly categorised into three phases: pre – entrepreneurs in the age group 15 – 19 years; budding entrepreneurs in the age group 20 – 24 years; and emergent entrepreneurs in the age group 25 – 29 years. In this paper, we characterize this as ‘transitions in the process of youth entrepreneurship development’.

3.4 Transitions in the process of Youth Entrepreneurship Development

Below is a discussion of the transitional categorization of youth entrepreneurs.

3.4.1 Pre-entrepreneurs

This is the formative stage which appears to serve as a probationary period. It comprises young people in the age group 15-19 years. The great majority of youth in this group are ‘pre-entrepreneurs’ who have a very low level of proprietary participation in the small enterprise sector. These younger youth are often in transition from the security of the home or education to the work place. But, as Curtain (2000) observes, for many young people, the transition from education to work is not a single step of leaving the educational system and entering the world of work. 

In many countries, the transition process for young people extends for sometime with neither an obvious starting point nor a clearly defined end. It may involve several steps forth and back between education and work, only being interrupted by search and waiting times involving unemployment or chosen time off for leisure, travel and other activities. In consequence, pre-entrepreneurs tend to experiment with various activities before some of them attempt to set themselves up in business.

3.4.2 Budding Entrepreneurs

This is the growth stage. It comprises young people in the age group 20-25 years who are in their middle twenties. These youth are likely to have gained some experience, skills and capital to enable them run their own enterprises. They often face three enterprise pathways: 1) remaining stuck in marginal activities; 2) going out of business; and; 3) running successful enterprises. Recent evidence from Zambia suggests that the majority of these young people will be trapped in marginal enterprise activities, with a considerable proportion of enterprises collapsing. 

3.4.3 Emergent Entrepreneurs

In the age group 26-29 years, youth are in their prime. This means that emergent entrepreneurs have a higher level of maturity than youth in the lower age groups. They are also likely to have accumulated vital experience in business or in other areas of life. Hence, they are more likely to run more viable enterprises than younger youth. As the evidence from South Africa suggests, the majority of successful youth are in their middle twenties or older. 

It should, however, be stressed that the transitions in the process of youth enterprise development is neither mutually exclusive nor a linear process as some young people from different age groups may find themselves at different positions along the enterprise continuum. Secondly, it is not clear whether this process occurs in a similar manner in various sub-sectors of the economy, especially the informal economy in LDCs. Nonetheless, the general tendency is for youth proprietors to follow the stages described above.

The transitions in the process of youth entrepreneurship development have policy implications for the promotion of youth enterprise. They suggest the need to carefully recognize the capabilities of various youth age groups and the need to come up with carefully targeted youth entrepreneurship promotion programmes. It is also important to consider the reasons that motivate young people to start their own businesses.

3.5 Motivations for Starting Businesses

The youth entrepreneurs cite several reasons for starting their businesses. According to Gray, et al., (1995), several of the main reasons often cited for starting a business in North America, Europe and Japan are: to be one’s own boss, with more control over one’s own work and life; to obtain an alternative route for advancement from a dead-end job; to obtain additional money; and to provide products not elsewhere available. In the UK, for example, the youth, especially the graduates, are motivated primarily by desires for independence and flexibility and not necessarily money (OECD, 2001).

In contrast, youth in developing countries tend to go into business out of economic necessity or need to survive, or out of failure to find productive use of their energy in other avenues. Survey data from Zambia show that the overwhelming majority (92.3 percent) of the respondents cited socio-economic problems as the major reason for starting the business (Chigunta, 2001). Of these, close to half (46.2 percent) cited lack of employment, a third (30.8 percent) the need to supplement household income; and 15.4 percent poverty. Only 7.7 percent of the respondents cited the need to accumulate wealth as the major reason for starting the business. Similarly, in Malawi, the majority of youth entrepreneurs cited unemployment and poverty as the major reasons for starting their businesses (Kambewa, et al., 2001).

In some countries, the different life experiences and expectations or different socialization processes of females and males in society influence their reasons for starting an enterprise. For example, the data from Zambia suggest that the need to supplement household income is the motivating factor for starting an enterprise among female youth proprietors, while among male youth proprietors it is lack of employment. 

Recognising the various reasons why young people decide to start a business is important for the promotion of youth entrepreneurship. As White and Kenyon (2000) observe, the challenge lies in promoting entrepreneurship as a genuine career alternative for young people, especially as a way to achieve greater financial reward and work satisfaction, rather than focusing on self-employment as a way to escape the negative circumstances of unemployment and poverty. However, in countries with ‘mass’ or high levels of poverty, there is need to make a distinction between survival-oriented poverty alleviation (PA) micro-enterprises and business growth (BG). This will be discussed later. Also important to consider is the market for YREs.

3.6 The Market for YREs

The evidence suggests that YREs in both developed and developing countries largely rely on the local market. Philip (2002) notes that the critical advantage of producing for local markets is that the entrepreneurs know and understand local needs and opportunities, as well as the quality standards and expectations of that market. In many LDCs, government and domestic company patronage of the informal sector is extremely limited. Data from Zambia suggest that only 14.9 and 4.8 percent of youth entrepreneurs had been given a contract by a private sector firm and government department, respectively (Chigunta, 2001). In many poor countries, the informal sector virtually has no foreign consumers among its entire clients. This has serious implications on the growth of YREs.

Business leaders interviewed for the survey in Zambia cited the following as some of the reasons why they were not sub – contracting informal enterprises in general and youth enterprises in particular: lack of capacity (in form of equipment and raw materials) to produce quality products; lack of capacity to deliver products on time; lack of commitment and discipline in business management, and; lack of tax registration.
 This situation applies to many countries.
However, while formal sector firms appear to be reluctant to enter into productive linkages with informal enterprises, there is some evidence to suggest that they are making increasing use of distributive linkages involving YREs. In Zambia, for instance, Coca Cola (Z), the soft drinks giant, largely relies on informal distribution channels to sell its products. But such relationships appear to be less widespread and less coordinated in SSA than is suggested by the Latin American, and to some extent, Asian experience. This is largely due to the absence of a relatively large industrial base in SSA compared to other developing regions. 

Available evidence suggests that heavy reliance on the local market, especially in a developing country context, is a key constraint on earnings. In many LDCs, the customers are poor and generally buy a limited range of products (Philip, 2002; Chigunta, 2001). Another consequence is what Philip (2002) calls ‘copycat entrepreneurship’, where one successful enterprise will be copied by everyone else, until they all collapse under the weight of their own competition. This is largely a reflection of lack of diversity in the local economy. Too often, the younger youth and female proprietors are concentrated in a narrow range of micro-enterprise activities, largely trading. 

The heavy reliance of youth proprietors and other non-youth informal sector operators on a low income market cannot lead to surplus accumulation which could allow young people to pursue independent livelihoods. This is especially so given that ISOs lack access to institutional sources of market information. The survey data from Zambia indicate that the major source of information for ISOs were friends and family (62.3 percent). The data also show that most informal sector enterprises in the sample had no clearly defined and targeted marketing strategy. 

The challenge, then, is to come up with a supportive policy and institutional framework that could link youth proprietors to high value markets or enable them to engage in value-adding enterprise activities. But it is also important to look at the social and economic implications of these findings.

3.7 Implications for Independent Youth Livelihoods and Economic Dynamism

We take it that youth livelihoods imply economic independence (Bennell, 2000). ‘Independent’ livelihoods are, therefore, defined as the ability of the youth to attain economic independence. The term ‘independent’ youth livelihoods is used interchangeably with the term ‘sustainable’ youth livelihoods.

On average, the evidence suggests that many young entrepreneurs do not generate sufficient earnings to allow them to pursue independent livelihoods. In Cleveland, United Kingdom, a study of young people in self-employment, enterprise schemes, cooperatives and community projects conducted from October 1988 to December 1989 reported a bleak picture of over-work and low pay (MacDonald and Coffield, 1990; 239 quoted in White and Kenyon, 2002). The researchers characterised ‘youth enterprise’ as meaning ‘low pay and long hours’.
 They concluded that, while self-employment is part of a changing culture of work in late-20th century capitalist economies which involves a move away from employment in large-scale manufacturing industries toward small, flexible craft and service-based firms, “youth enterprise forms a new and important segment of the poorly paid, casualized, insecure and peripheral economy”. Similarly, in Australia, a study by White and Kenyon (2000) concluded that young people were struggling to generate sufficient revenues, with slightly more than half having a turnover of less than US$610). 

But these results should be treated cautiously. The data largely refer to young people aged between 15-24 years. When the definition of youth is extended to 35 years, as is the case in this paper, it is obvious that the proportion of older youth involved in running their own businesses rises. As previously noted, older youth tend to run more successful businesses than younger youth. 

There are also crucial differences between youth proprietors and non-proprietor youth or those who not own any business. Recent survey data from Zambia suggest that more young people running their own enterprises are likely to be pursuing independent livelihoods defined as the ability to form a household, head a household or legally marry (Chigunta, 2001). The research shows that more than a third (34.1 percent) of male proprietor youths were living with a spouse or alone, while 62.5 percent were contributing to household income. On the other hand, the overwhelming majority (83.3 percent) of male non – proprietor youths were living with parents and relatives, with a mere 18.5 percent contributing to household income. These findings are supported by the case studies below.
It is also noteworthy that more youth proprietors are happier than non-proprietor youth. Evidence from the OECD area suggests that young, self-employed people have higher “life satisfaction”, other things being equal, than others in the same age groups and with similar characteristics (OECD, 2001). Evidence from Minnesota, USA, indicates that YREs can contribute to building resilient youth as well as contribute to local economic development (Stone, et al.,u.d).

Box 2: Golam Arif Liton, Bangladesh 

Arif, a young man in his early thirties, is the eldest son in the family and has 3 brothers. Due to poverty, he could not continue his study after passing his senior secondary school examination. Being the eldest son, he had the responsibility to earn a living and look after his young brothers. But he was unsuccessful in several attempts to earn a living until he met a youth leader of the National Federation of Youth Organisations in Bangladesh who motivated him to take training from the Youth Department. Arif became interested and took a three month training on livestock, poultry and fishery at the youth training centre. After completion of the training, he took a small loan and started a poultry project with 200 pullets at the primary stage. Today, Arif has 7000 egg-laying hens in his project. He also took a six months computer course. This made it possible for him to start a computer training centre near his house in rented premises. Initially, there were five computers in his centre. He started this centre with a loan of Taka 34,000/- from a bank and invested Taka 10,000/- from his poultry project. Arif is now providing computer training to 25 students in five batches. His average monthly income is Taka 100,000/- (US$ 2,000/-). He has become a dignified and successful young businessman in his community. Last year he was selected for the National Youth Award.

Source: Dulal Biswas, 2002.

The two cases from Zambia below support this finding.

Box 3: Zebron Banda (Manufacturing), Zambia

Zebron Banda, a young man in his early thirties, runs a successful small enterprise called 'Zeb Embroidery and Batiks' in Kamwala, a second class trading area in Lusaka, the Zambian capital. He specializes in making a variety of 'African' attire (popularly known as ‘West African wear’). These clothes are sold both locally and abroad. Zebron managed to break into this lucrative niche market in spite of all the odds stuck against him. Upon completing secondary school in 1990 at Lundazi in the Eastern Province of Zambia, Zebron, then aged 22 years, migrated to Lusaka in the hope of finding a job in one of the city firms. But he ended up in the streets where, for a while, he did a number of odd jobs. Sick of dead-end jobs in the streets, he decided to go into business. Lack of initial capital compelled him to seek some form of work as an apprentice to an old tailor who taught him how to make clothes. With his newly acquired tailoring skills, Zebron decided to rent a small, second hand sewing machine from his trainer. Due to lack of suitable working space, he was forced to operate from a shop corridor. He used part of the proceeds from the business to buy the old sewing machine. Soon Zebron decided to specialise in making African attires which was targeted at the small high income social group. Dealing in African attire has proved to be lucrative. Zebron, now married, has acquired his own shop, bought nine industrial sewing machines and employs seven people on a permanent basis and four others on a temporal basis. He has also built two houses and intends to open a motel. But Zebron bitterly complains that, despite contributing to employment creation and paying tax, he has not received support from enterprise support institutions, including the state. He says that this makes it difficult for him to expand his business.

Source: Chigunta, 2001.

Another example of a young person who has successfully moved from selling ‘low value’ products in the informal sector to selling high value products in the formal sector is Lonnet Mwiinga.

Box 4: Lonnet Mwiinga (Trading), Zambia

Unlike Zebron, Lonnet did not complete his secondary school. He dropped out in Grade Nine at Kafue Secondary School, about thirty kilometers from Lusaka. Faced with a bleak future and lack of access to capital to go into business, Lonnet, then aged 18 years, found himself doing odd jobs in the informal sector. He tried his hand at bricklaying, plastering, including a short stint as a security guard. But he was not earning enough. He quit his job and tried his hand in a small business. The business collapsed due to a variety of factors, including over-crowding and poor business management. Lonnet’s attempts to borrow money from a micro credit programme failed. He attributes this to his failure to raise the ‘deposit’ or small amount of money which the credit schemes were demanding before they could lend him money. Similarly, his attempts to form a group with other unemployed young people in order to cross-guarantee the micro loans failed. But Lonnet is grateful for the training that he received in business management from one of the micro credit programme. Today, he runs a highly successful grocery business. He has acquired a big shop which he has electrified and changed from selling low value products which take long to finish to high value products, with a relatively higher rate of return. Lonnet attributes his success to the training he received and a positive attitude that he has developed towards business.

Source: Chigunta, 2001.
These case studies suggest that youth entrepreneurship has some economic and social value. They demonstrate that:

· Young people tend to go through various work situations before finally embarking on entrepreneurship

· In LDCS in particular, YREs can graduate from informal to formal enterprise activities

· There are windows of opportunity or niches which YREs can exploit 

· YREs generally lack access to institutional support (they lack access to training, credit, market information, etc)

The success of the above YREs, in the absence of institutional support, appears to depend on a number of factors. Among others, these include:

· ‘A business vision’

· ‘Business discipline’

· A positive attitude towards business

· An ability to identify and exploit new business opportunities

· Patience

· Persevere, and 

· Resilience.

In the light of the above, there is need to study in detail the:

· Contextual (or institutional) factors that affect the entrepreneurship behaviour of youth, and

· Contextual (or institutional) factors that affect the entrepreneurship development of youth.

The view of this paper is that the economic and social value that YREs generate could be enhanced if the challenges that potential youth entrepreneurs and existing YREs face in starting and running their enterprise could be addressed. This is discussed below.

4.0 The Challenges

In discussing the challenges that youth face, it is more helpful to divide them according to their age category or enterprise status. Below is a brief discussion of the key challenges facing each category of these youth entrepreneurs.

4.1 Pre-entrepreneurs 

This being a probationer or transitional stage, the key challenge facing pre-entrepreneurs who are just starting out in life on their own is choosing what they want to do. White and Kenyon (2000) warn that there is a danger in ‘selling’ enterprise as the best option for everyone and forgetting that successful enterprise development begins with the initiative coming from young people themselves. 

Thus, the key challenges facing the pre-entrepreneurs and potential entrepreneurs among them are the promotion of awareness of various career options and possibilities for business start-up. Young people in this category largely require awareness and understanding of what enterprise is and what it takes to own and manage a business so that they can consider self-employment realistically as a career option. Then, should a young person decide to explore further, or to start their own business, the second step – the provision of practical support services (such as training, advice, access to finance) – can be provided. 

Evidence collected by Lang, et al., (n.d) suggests that business start-up for pre-entrepreneur youth is likely to involve the following stages:
· The Formative Stage: This relates to the various factors (including environmental) that influence the development of the desire to become an entrepreneur as well as attributes and attitudes that are highly correlated with entrepreneurial success. At this stage, it is important to encourage young people to acquire appropriate entrepreneurial skills, motivations, attitudes, attributes,  behaviours, and values.
· The Developmental Stage: This relates to the more specific learning and targeted skill development that will equip and prepare an individual to move to the start-up and launch of a business venture. These are learning skills and strategic skills. Learning skills relate to the willingness and ability of a person to acquire information, knowledge, and experience from the world around them that is relevant to their entrepreneurial success. On the other hand, strategic skills relate to how a person sees the world, envisions what is possible/desirable, and identifies entrepreneurial opportunities in the world around them.

· The Start-up Stage: This refers to the specific skills that are relevant for a successful entrepreneur who is looking to advance an entrepreneurial venture to a period of growth and expansion. These are tactical skills for start-up. Tactical skills are important to conceptualising a business, developing a business plan and establishing, launching, and operating a business. The start-up stage also requires access to credit or finance for youth entrepreneurs.

On the basis of the above discussion, the key challenges for youth entrepreneurship institutions and programmes is to provide practical support services such as targeted business development training, advice, role models, and access to finance.

4.2 Budding entrepreneurs

These young people are just starting to run their own business. The key challenge facing these youth is to increase the rate of survival and success in new businesses. White and Kenyon (2000) observe that growing or expanding an existing business is an aspect often forgotten in enterprise promotion programmes. It requires specific skills, knowledge and attitudes that differ from those of establishing a new business. 

This means that budding entrepreneurs have a different set of needs from those of pre-entrepreneurs and potential entrepreneurs. Given that they need to manage the expansion of their businesses, their needs largely revolve around the following: 

· Tactical skills for Growth-these are skills that are important to moving a business into and through a period of growth and expansion. They include business management, management of business finances; time management; stress management; improving sales; managing and reducing costs; debt recovery techniques; stock control techniques; marketing; recruitment (employing the right people); risk management, and; negotiation skills (Weeks and Kenyon, 2000), 
· Access to working capital, and

· Advice (through such mechanisms as mentoring and business counseling)

Basically, this stage requires multiple competencies. Thus, the key challenge for youth entrepreneurship institutions and programmes is to provide practical support services, in particular business management training and access to working capital, aimed at promoting the growth of YREs. The starting point in assisting the budding entrepreneurs to acquire these competencies should aim to build upon their capabilities. The involvement of these young people in business suggests that they have already acquired some experience and skills. 

4.3 Emergent entrepreneurs

The needs of emergent entrepreneurs aged 26 years and above are largely different from those of lower categories of youth proprietors. Many of the emergent entrepreneurs, especially those operating in low income markets, are likely to be running enterprises that are not growing, with only very few graduating to the formal sector. 

The major challenge facing these young adults is to transform their enterprises into commercially viable and competitive small businesses. Thus, their needs largely revolve around the following:

· Tactical skills for Growth and transformation. Recognizing that certain skills are important for the entrepreneur to have, while others can be accessed or employed, we have divided these skills into two categories:

· Skills One Should Have: capacity to plan, communication, marketing, interpersonal, basic management, quantitative/analytical, personal effectives, team building and leadership.

· Skills One Can Access/Employ: specialized management talent, advanced planning, specialized marketing advice/services, record keeping, legal, accounting, research, technical, financial/financing, information management, and so on. 

· Access to working capital

· Access to new technologies and equipment, and

· New product development and value addition.

Given the need for the above skills, the key challenges facing youth entrepreneurship institutions and programmes is to provide practical support services, especially advanced business management skills and resources, designed to transform YREs into commercially viable and competitive enterprises. But, as in the case of the budding entrepreneurs, the starting point should be recognition of the capabilities of the emergent entrepreneurs.

4.4 Implications for Policy and Programme Design
The needs of youth entrepreneurs in the three categories discussed above have serious implications for policy and the design of youth enterprise promotion programmes. They strongly suggest that the design of programmes should recognise the capabilities of different youth groups and how this impacts on their ability to set up, run, manage and expand a business. Also critical is the choice of intermediary institutions.

In the literature, views differ on whether young people need specialized, youth-oriented, business support services or whether they should use the same general agencies and programmes as anybody else (White and Kenyon, 2000). As White and Kenyon observe, some analysts argue that specific youth agencies risk creating a ‘youth ghetto’ which is artificial and gives youth poor preparation for the ‘real world’. It is also argued that such agencies prevent young people from the opportunity of learning from older people. 

However, promoters of specialized youth business support programmes such as Business in the Community (UK) (quoted in White and Kenyon, 2000), argue that young people as a group require more time and attention than older people and this may exceed what general development agencies wish to provide one client. This requires staff trained and experienced in dealing with young men and women.

Given the evidence on the transitions in the process of youth entrepreneurship development and challenges discussed above, a distinction should be made between younger and older youth. The view of this paper is that younger youth may face a different set of problems and have a different set of needs from older youth attempting to do the same thing.

This suggests that younger youths may require special attention to address their needs, largely from their own perspective. As White and Kenyon (Ibid.23) observe, dealing with young people requires skills and sensitivity quite different from those required when dealing with adults. On the other hand, older youths, especially the budding entrepreneurs should be facilitated to graduate from specialized youth institutions to general enterprise support agencies and programmes as anybody else in society.

Below we describe existing youth entrepreneurship programmes operating at national, regional and local levels in a variety of settings and with different approaches and delivery mechanisms. The questions that we want to address are: What are the specific examples of the successful policies and strategies that have promoted youth entrepreneurship? 

5.0 Types of Successful Youth Enterprise Policies and Promotion Programmes
This section discusses the ‘best practice’ in youth policies and enterprise promotion programmes. Data on these programmes was largely obtained through a survey of available literature on relatively effective youth programmes in both developed and developing countries. The surveyed literature includes the following: OECD report (2001) on putting the young in business: Curtain (2000); White and Kenyon (2000); and ILO (2000). 

5.1 Youth Policies

Since the mid-1990s, many nations have shown a growing interest in, and commitment to, the concept of a national youth policy recognizing and addressing the needs and development opportunities facing their young women and men (ILO, 2000). The ILO observes that such interest has been supported internationally through specific initiatives by such organizations as the International Labour Office, the United Nations, through its Youth Policies and Programmes Unit, the Division of Youth and Sports Activities in UNESCO, and the Commonwealth Secretariat, through the Commonwealth Youth Programme.

National youth policies are wide-ranging documents, covering the issues affecting young women and men. Enterprise and employment is only one element that can be contained in such policies. A national youth policy may establish such goals and objectives as involving young men and women in national development and social responsibility; facilitating a coordinated response to youth development; developing supportive families and communities; achieving social justice; promoting healthy lifestyles and personal well-being; encouraging a positive perspective toward global issues and international understanding; developing positive attitudes.

The following are the key issues that emerge from a survey of the literature on youth policies in many countries, especially LDCs:

· There are no proper policy/programme linkages

· Youth policies are not properly integrated with key macro economic policies

· Youth policies are not properly integrated with key sectoral policies, 

· There is a dominant welfarist perception of youth, and 

· The policies lack effective implementation mechanisms. 

It should also be stressed that many countries do not have explicit policies on the youth. The tendency is to subsume youth into educational, health, culture and sports policies. But as a recent World Bank study (2002:144) notes, “a well-formulated youth-specific policy – no matter how good it looks – is not the panacea”. Having in place tailored to the needs of youth is a key ingredien in the promotion of youth entrepreneurshipt. Below we look at relatively successful youth enterprise promotion programmes in both DCs and LDCs.

5.2 Youth Enterprise Promotion Programmes

There is no single policy model for the encouragement and promotion of entrepreneurial activity among youth. As the OECD report (2001) notes, as new programmes develop in various national and cultural settings, they tend to show more, rather than less variety in their content and delivery mechanisms. Enterprise promotion projects have different goals and objectives, in terms of clients, aspirations and types of interventions. Broadly speaking, however, programmes aimed at promoting enterprise among youth can be divided into two categories: those aimed at in-school youth and those designed to meet the needs of non-school youth.
 This section does not attempt a detailed discussion of these programmes, but rather highlights those that have emerged as examples of ‘best practice’ in both developed and developing countries. As used here, ‘best practices’ refers to approaches that deliver the most beneficial outcomes (Gibson, 1997).

5.2.1 In-School Youth Enterprise Promotion Programmes

The enterprise promotion programmes aimed at in-school youth seek both to raise awareness about the importance of entrepreneurship and to promote an entrepreneurial culture among young people. In general, these programmes can be divided into two categories:

5.2.1.1 School-based Entrepreneurship Education

The United Kingdom, the United States, Canada and South Africa, for example, have already introduced new curricula which give to young people information that introduces them to concepts of self-employment. These programmes work through the general education system, whether through the school themselves, or extra curricula programmes, or through universities and graduate schools in general. They basically involve two types of programmes: enterprise education and entrepreneurship promotion programmes. 

In some countries, public and private initiatives have been introduced in schools to promote an entrepreneurial culture among young people In France, for instance, two national public schemes have been introduced to raise awareness about the importance of entrepreneurship among young people. These are the Enterprises Cadettes (which works through the cooperation of local businesses and banks) and the Graines d’Entreoreneurs (‘Seeds of Entrepreneurship’) which is implemented through a partnership with regional governments and local chambers of commerce and industry. In the USA, a number of programmes and initiatives such as Junior Achievement, the National Foundation for Teaching Entrepreneurship, and Rural Entrepreneurship through Enterprise (REAL), a national network of state organization, work in partnership with schools. REAL, for instance, works in partnership with schools to provide courses, curriculum materials, professional teacher development, funding for student business and evaluation.
 

Other initiatives include the Centre for Education and Enterprise (CEED) in Canada which, through shop fronts, delivers a suite of successful programmes aimed at cultivating and directly assisting youth entrepreneurs. Another initiative called South Peace Secondary School in British Columbia, Canada, promotes self-employment as a viable career opportunity for school leavers. 

In South Africa, initiatives have been introduced to promote entrepreneurship among high school students. These are Education with Enterprise Trust (EWET) which provides a structured learning programme for high school students and Junior Achievement South Africa. The latter has been a pioneer in non-racial education since its inception in 1979. The Junior Achievement initiative also exists in other countries, including the USA and Fiji. In Germany, Erziehung zu Eigeninitiative und Unternehmungsgeist (‘Education for Enterprise’) was established in 1991 to help pupils become acquainted with social market economics through action-oriented teaching projects. 
5.2.1.2 Training the Trainers

 Some enterprise promotion programmes for in-school youth seek to train teachers in entrepreneurship. In the USA, for instance, Educational Designs that Generate Excellence (EDGE) trains teachers almost exclusively. In Canada, CEED has developed more than 30 entrepreneurial programmes and projects targeted not only at youth, but also at educators and economic development professionals. In South Africa, the YES programme offers a one year training course to teachers who in turn become facilitators.  

Many expert in this field believe that entrepreneurial education and training should begin as early as possible, for two main reasons (OECD, 2001). First, education and training form an essential component of the preparation of potential young entrepreneurs to go into business for themselves. Secondly, they also instill entrepreneurial habits of mind and work skill that can serve just as well for successful employees in the new, globalised, post-industrial economy  as for those who actually choose to establish their own enterprises. 

However, the programmes that promote processes of acculturation and imparting flexible capabilities, important as they are, take time, and concern long-term as well as short -term policy. Thus, there effects often reveal themselves slowly rather than immediately. Countries seeking seriously to boost youth entrepreneurship in the short term to reduce unemployment and adapt to the emerging economy, need and want quicker results. They tend, therefore, to put more immediate policy emphasis on programmes for business start up - development support, often including special training outside the educational system to fill skill gaps ignored by traditional education.

5.2.2 Enterprise Development Programmes for Non-School Youth

The enterprise promotion programmes aimed at non-school youth are more practically-oriented and provide concrete support to business start-ups. A review of the literature shows that these programmes address a range of issues (Bennell, 2000; Curtain, 2000; ILO, 1999; White and Kenyon, 2000; Valla, 1999). These include:

· entrepreneurship promotion; 

· skills training; business development services; 

· financial services; capacity building; and 

· advocacy. 

Examples of enterprise promotion programmes aimed at non-school youth in the OECD include the Imprenditorialita Giovanile (IG) S.p.A in Italy which is the main institution set up to promote youth entrepreneurship. In the UK, several initiatives exist to promote youth entrepreneurship: the Prince’s Trust-Business Business Start-up (PTB) and Livewire. In Australia, such initiatives include: Young Aussie Enterprises and Nescafe Big Breakfast. 

In Canada, Youth Business provides loans and other services to youth enterprises without the requirement of collateral. Another programme called the Centre for Entrepreneurship and Development (CEED) in Nova Scotia has since 1995 worked to promote an entrepreneurial culture among young people. In Portugal, the Sistema de Apoio jovens Emresarios provides grants to new businesses, covering 50 percent of capital needs. Another programme called Quiosque do Invetidor, managed by the Youth Foundation, helps youth entrepreneurs to establish businesses and to identify business opportunities through better access to world markets. 

Other relatively successful programmes include the Escuela Taller programme in Spain, which started in 1994 and is financed mainly by the Spanish National Labour Institute and the European Social Fund. The programme tries to reach the young unemployed (18-25 years old) with limited professional skills. Another programme called the Spanish Confederation for Entrepeneurs (CEOE) promotes business transfers for young people. Its targets mainly the sons and daughters of entrepreneurs, but also other young people who have finished secondary school and give aspirations towards starting their own businesses. 

Very few such programmes exist in developing countries. The few ones include the Katura Youth Enterprise Centre (KAYEC), a community-based organization in Namibia which  provides training, information, work space and support to young people who aspire to start their own business. In South Africa, an initiative called Education with Enterprise Trust (EWET) runs two schemes: the Youth Enterprise Society (YES) for secondary schools and Business Now for out-of-school youth. Another initiative called the Centre for Opportunity Development provides a structured training and experiential development programme for youth with aspirations towards starting their own businesses. In India,  the Bharatiya Yuva Shakti Trust (BYST), a public, non-profit organization, helps young people establish their own businesses by providing low interest loans, training and mentor support. In some Latin American countries, including Barbados, youth business centers have been set up to provide business development services (BDS) or non-financial services to youth. In Bangladesh, the National Federation of Youth Organisations has helped many young women and men to set up viable business ventures. 

5.2.3 Creation of support Youth Networks

There are also a number of networks established to address the problems of isolation and lack of mutual support facing many youth businesses. Many of these networks operate at various levels: international, national, regional and local. An example of a youth organisation operating at the international level is the Junior Chambers of Commerce International (JCI) or ‘Jaycees’, with some 300,000 members from 88 national organisation. 

These networks address a range of roles. White and Kenyon (2000) identify the following as some of the key roles: promoting entrepreneurship and a culture of enterprise amongst young women and men; promoting linkages between the formal and informal sectors; representing youth business interests to government, commercial banks and other agencies affecting the livelihood of small business; facilitating access to new learning experiences, such as internships with established businesses or scholarships; identifying and address the problems or barriers experienced by young people in business; promoting and market businesses that are owned and managed by young women and men; assisting in the identification of new products, services and markets; and facilitating access to business training and skill development.
Given these roles, the challenge for youth policies and enterprise support programmes is to build upon existing youth enterprise and other social networks as a basis for reaching out to young people and involving them in programme design and implementation. The state, Non-Governmental Organisations (NGOs), and other institutions should consciously identify these grass-root structures, and through participatory research and training, explore how they could be assisted to improve their livelihood circumstances. In addition, the existing youth networks need representation at higher levels.

5.2.4 Promotion of Value Addition and access to Higher Value Markets

As discussed above, one of the key problems facing YREs relates to limited prospects for value addition. Secondly, local markets are no longer insulated from wider competitive pressures, and survival under conditions of intensifying competition demands higher levels of business, analytical and innovation competence.
In spite of this situation, few youth entrepreneur development and start-up support programmes, as noted above, are sensitive to such trends and larger strategic issues. To address these problems, youth enterprise support programs should be based on strategies that enable young micro-entrepreneurs to move up the value chain. These include:

· Inter-firm cooperation

· Sub-contracting

· Networking

· Franchising, 

· E-commerce, and

· Exploring opportunities for youth from such global trade initiatives as the African Growth and Opportunities Act (AGOA) passed by the US Congress

As previously noted, facilitating YREs to break into higher value-added enterprise activities will require both access to finance, BDS and infrastructure such as communication and transport.

5.3 Weaknesses of existing Youth Entrepreneurship Support Programmes

 The extent to which the above cited programmes have impacted on youth enterprise development vary. In all these programmes, however, there seems to be one common gap. With the exception of just few countries and programmes, continued assistance for business development and expansion after a year or so of operations remains almost absent. This may occur because official programmes and even some private ones become biased by short- term labour-policy issues, namely reducing youth unemployment and the associated social problems quickly and sharply (OECD, 2001; White and Kenyon, 2000). Yet, as the OECD report observes, the potential for new business to generate new jobs as they grow and hire maybe in fact appear most strongly as they get beyond the throes of initial establishment. From a policy perspective, therefore, the absence of business- development and expansion programmes for young entrepreneurs may represent a significant lost opportunity.

Below we examine two effective youth enterprise support programmes. This is aimed at taking a ‘deeper’ look at ‘best practices’ and the potential for their replication in other contexts. 

6.0 Successful Youth Enterprise Promotion Programmes and ‘Best Practices’

Based on material from the Prince (Charles)’s Trust, OECD (2001), ILO (2000), White and Kenyon (2000), websites and other literature on youth, this paper has selected two programmes that have successfully built the entrepreneurial skills among the youth: Imprenditorialita Giovanile (IG) S.p.A in Italy and the Prince’s Trust – Business in the United Kingdom. As noted above, the selection of these programmes does not necessarily suggest that they are the only two successful youth enterprise promotion programmes in the world. They have been selected on the basis of their strong performance on the following criteria: 

· Coverage

· Equity

· Sustainability

· Replication in other contexts

6.1 Imprenditorialita Giovanile (IG) S.p.A

The Imprenditorialita Giovanile (IG) S.p.A has become a widely respected model of ‘best practice’ in Italy. It started as a national committee based in Rome, then, in 1994, was transformed into a corporation under Law 44 (L.44). L.44 was passed in the mid-1980s to foster entrepreneurship. It was amended by L.275, 1991, and further bolstered by L.236, 1993, aimed directly at providing assistance to young, new entrepreneurs. The Italian treasury owns 84.0 percent of the capital in the agency, with minority positions held by Italy’s main cooperative federations. 

The original mandate of IG S.p.A was to support new business formation by youth entrepreneurs, aged between 18-35 years, in the South. Its key functions include providing: 1) non-reimbursable financial subsidies of up to 60 percent of capital costs; 2) loans for an additional 30 percent of capital costs; 3) three-year loans for administrative and management outlays; and 4) tutoring and training programmes to improve management skills. These functions mean that IG serves both to deliver financial support from the Italian treasury and as a service provider. As its success and renown have spread, demand for its services to implement projects to promote entrepreneurship, job creation and local development has expanded beyond the original client, the national government, to regional entities and the European Union. 

In its twelve years of life (through 1998), IG had reviewed some 5,700 business plans and approved 1,600, which entailed investments of about 3,900 billion lira (US$1.937 billion). These projects created about 26,000 new jobs, mainly in manufacturing. IG can also take a significant share of the credit for the export dynamism of southern Italy. Of some 990 firms that received financing, 800 had begun operations by 1998, with about 13,000 employees, annual turnover of over 1,600 billion lira (US$826 million) and an 80 percent survival rate after five years.  

On average, as beneficiary firms become economically viable, they return the value of IG’s investments in them to taxpayers in seven years. To achieve these results, the agency has  heavily invested in enterprise promotion. At its inception, it received allocations of public funds totaling 4,777 billion lira (US$2.372 billion). Of this amount, about 75 percent was invested directly, while the rest to went to meet the cost of training and administration. IG also administers programmes partly funded by the European Union, which totaled 1,098 billion lira (US$544 million) in 1998.

With the legislative changes in the early 1990s, IG expanded its operations to other regions. By the end of 1996, 29 percent of its project approvals and financing, as well as 34 percent of the new job creation, had taken place in Italy’s Centre and North. In that year, IG received another expansion of its mandate – to promote and finance self-employment among all age groups across the country. 

In addition to financial support and training, IG provides other BDS, including mentoring. The mentoring programme is particularly effective, with established firms providing informal advice to new firms. This is done on a daily basis, first on a voluntary basis, then on market-related terms as the new firm approaches profitability. For these reasons, IG is seen as a highly effective programme for several reasons (see the box below). 

Box 5: The Successes of the IG S.p.A in Italy 

It is observed that the IG has managed to create small and youth-led enterprises in south Italy, which was viewed as a difficult place given its failed history of large-scale industrialization polices; it has helped to restore ‘positive’ entrepreneurship, weaning society away from dependence on the state and public-sector employment, in areas otherwise dominated by poverty and ‘destructive’ entrepreneurship such as crime; it has built for Italy a professional capability in evaluating business plans and training; it has enabled innovative forms of local partnerships among public, private, non-profit, and voluntary institutions; both the underlying legislation and IG have demonstrated the feasibility of active, ‘micro’ policies for job creation, entrepreneurship and local development. They have shown that such programmes can have financial sustainability, and; It has demonstrated that carefully designed high levels of subsidy, highly discretionary intervention and centralized decision-making cannot distort competition or displace jobs.

Source: OECD, 2001.

The success of IG S.p.A means that it remains the premier institution with a specific focus on young entrepreneurs and coordinated programmes for training and start-up help among its mandates in Italy. 

6.2 The Prince’s Trust – Business Start-up Programme

The PTB is an all-round promoter of youth business start-ups in the UK. It was founded in 1976 by The Prince of Wales to help young people fulfill their potential. Since then, the Trust has become the UK's leading youth charity, offering a range of opportunities including training, personal development, business start up support, mentoring and advice. 

In the case of business start-ups, the Trust specifically provides counsel, training, help with the preparation of business plans, significant funding (grants and loans), mentoring during start-up and accompanying advisory support for up to three years afterwards. The PTB targets persons aged between 18 – 30 years, who are unemployed or underemployed and have been denied banking fiancé, allowing them to set up their own businesses under the guidance of a volunteer business mentor. 

For its own funding, the PTB relies on donations (almost 60 percent), grants from the UK Employment Department and European Regional Development Bank funds (20 percent) and its own investments (21 percent). In 1996, the Employment Department decided to match all private donations, pound for pound, for three years. The OECD report (2001) notes that this partial support of PTB is the only significant financial display of UK government interest in youth entrepreneurship. 

The Trust administers its programmes through eleven regions in England, Wales and Northern Ireland and 37 local areas within the regions. A separate charity, the Prince’s Scottish Youth Business Trust (PSYBT), operates in Scotland. Apart from a few staff managers, the core of the operations comprises 600 board members and 6000 advisors, all of whom are business volunteers with specialist knowledge of their communities. Each successful applicant for star-up help is assigned one of the Business Advisors as a permanent mentor. Public, private and non-profit institutions, such as universities and local authorities, manage the programme locally. 

The Trust has helped launch over 47,000 young people launch their own businesses since 1983. An impressive 60 percent of Trust-funded businesses are still trading into their third year. It is said that each working day, an average of 16 businesses begin through support from The Prince's Trust. Panels of local business people select the candidates, using as principal criteria the applicant’s personalities and experience and the business ideas themselves.

The operations of the Trust have been so successful that many of its features of its programmes have been successfully replicated not just in other parts of the UK, but also in other countries, including Zambia ( in form of an organization called the Business Leaders Forum). Its current expansion programme, Start-up 30,000 seeks to launch another 30,000 youth entrepreneurs by the year 2007.

Below we look at the factors that explain the success of the business start-up programmes initiated by the IG and the PTB. 

6.3 Best Practices and Possibilities for Replication in other Contexts

An analysis of the factors responsible for the success of both the IG and PTB reviewed above suggests that the effectiveness of their youth entrepreneurship promotion programmes can largely be attributed to the following: 

· Clear Objective. The success of the IG and PTB derive partly from dedication to a clear objective. The programmes do not attempt to combine social and economic objectives in the promotion of youth entrepreneurship. Many youth enterprise promotion programmes fail because of a multiplicity of objectives.

· Commercial Orientation. Both institutions have a commercial approach to their operations. They do not operate as ‘welfare’ or social services. As noted below, this has allowed them to develop a professional capability and technical competence that has been critical to the success of their youth enterprise support programmes.

· Adequate funding. It is evident from the above review that both the IG and PTB are well funded. Adequate funding has allowed them to implement programmes that have significant outcomes on the target groups. Available literature shows that youth enterprise support programmes in many developing countries fail due to, among other factors,  inadequate funding. 

· Well-trained and properly supported staff. Both the IG and PTB have established a professional capability in their operations. Their staff are highly trained and properly supported in their work. Lack of technically competent staff and/or staff that lack entrepreneurial experience is a major factor that explains the failure of youth enterprise support programmes in many countries.

· Flexible and adaptable operation style. Both the IG and PTB have adopted or initiated flexible administrative procedures and operational styles in delivering BDS and other supports to youth entrepreneurs. Rigid administrative procedures are a factor in the failure of youth enterprise promotion programmes in many countries.
· Reliance on appropriate ‘micro’ delivery mechanisms. Both the IG and PTB rely on regional and local delivery mechanisms in service provision. Depending on context, this has involved use of local and regional schemes (in the case of the IG) and private and public institutions such as universities and local authorities (in the case of the PTB). 

· Reliance on local business specialists. Both the IG and PTB rely on a network of local people with specialized business knowledge or experience to provide informal advice and training to youth entrepreneurs.
· Initiative-based. Both the IG and PTB do not attempt to impose choice of enterprise activities on young people. The initiative to start an enterprise comes from the youth themselves which, as noted below, partly serves as collateral for the loan. As several experts observe, setting up young people as independent micro-enterprise owners, often in a line of business in which they have no prior experience with, and often without sufficient skill, is both high risk and a recipe for failure.

· An ‘integrated’ package for youth. Contrary to the minimalist approach common in many credit programmes, both the IG and PTB provide a wide range of services to youth, including skills training and advice. This is based on the recognition that young people pass through various stages of transition and therefore tend to face problems specific to those transitions.

· Customer-centred loans. Although group lending based on the Grameen model is a common feature of many micro-credit schemes, particularly those targeted at women, both the IG and PTB use an individualized approach in their lending policies. This approach is based on the particular needs of each individual youth. Although the financial packages offered by the IG and PTB tend to differ, conditions for accessing the loans are: the business plan and accepting a mentor.  Secondly, by focusing on individual youth, these programmes treat them as ‘clients’. This is in marked contrast to many youth programmes in many countries which treat youth as mere ‘beneficiaries’. The result are standardized programmes that are not sensitive to the needs of individual youth and therefore have little impact on youth entrepreneurship promotion. 
· Proper targeting and selection. Both the IG and PTB, recognising that young people are not a homogenous group, make attempts to identify variations amongst young women and men in their skills, experiences, status, needs, aspirations and capacity to obtain resources – all of which influence their ability to establish and run a small business successfully.
· Mentoring. Both the IG and PTB have strong and highly effective mentoring programmes that are designed to provide young people with informal advice and guidance on how to properly manage their businesses. This helps the youth entrepreneurs to overcome the constraints of limited business experience, contacts and skills. Lack of ‘ethical’ mentors appears to be a major problem in many developing countries.  
· Intergenerational transfers. Especially in the case of the IG, this involves a transfer of firms from older people to younger people. This practice allows youth to gain skills and experience in enterprise management.

· Risk management. Through mentoring and other business support services, both the IG and PTB help young people deal with the risks that they face in running their enterprises.

· Equity. In particular, the PTB encourages young  women and men from all backgrounds, including those from ethnic minorities, to participate in its programmes. Its Mapping Disadvantage report identifies areas where most deprived youth live. 

· A supportive policy environment. As the rapid expansion of the IG in Italy illustrates, favourable changes in the regulatory environment can have a positive impact on the provision of BDS to youth entrepreneurs; 

· The State. In both cases, the state, while not directly involved in managing the institutions and programmes, has played a key role as a major source of funds and creating a conducive environment for enterprise promotion. In the case of IG, the state owns over 80 percent of the shares, while the PTB also gets government funding.

· Sustainability. Both the IG and PTB  raise large amounts of funds for their operations and do not rely on a single source of external support, be it technical, organizational or financial. Their sources include private sources and the European Union. The PTB, for instance, relies on high profile fund-raising and has its own internal investments.
These programmes largely meet what White and Kenyon (2000) identify as key principles required to ensure the effectiveness of programmes.
 The view of this paper is that the adoption and adaptation of the above ‘best practice’ features can have significant outcomes on the promotion of youth entrepreneurship in many countries, both DCs and LDCs. Already this is evident from their successful replication in other contexts both within and without the countries they originated from. 

However, we wish to stress that the task for selecting intermediary institutions, designing of appropriate programmes, selection of appropriate inputs and supports, financial support, and so on, is a matter of choice for different countries. As McGrath (1999) observes, countries have their own cultures of knowledge and skills. They also have diverse and multiple traditions of work and of enterprise which are experienced differently among different social groups and regions in the country. Successful interventions are highly likely to be those that are built upon a sensitive appreciation of the obtaining socio-economic situation of local youth and their enterprise activities. Especially with regard to developing countries, the youth enterprise support programmes should also consider socio-cultural constraints that limit the participation of youth in general and young women in particular in entrepreneurship and self-employment. 

Thirdly, and as previously noted, there is need to clearly identify and treat separately survival-oriented poverty alleviation (PA) micro-enterprises and business growth (BG). As Cotter (1996) observes, PA and BG projects target different entrepreneurs, focus on different development projects and should use different conceptual tools for assessing their divergent impacts. Practitioners need to develop appropriate performance indicators to monitor and evaluate these very different types of project interventions. Otherwise, they will continue making inaccurate assessments of PA and BG programme effectiveness based on unrealistic impact expectations. This highlights the need to strike a balance between poverty and growth (King and McGrath, 1999).  

7.0 Critical Areas for Suggested Actions
In order to stimulate policy debate on the factors that encourage youth entrepreneurship, the obstacles that stand in its way and the policy measures that can support it, this paper emphasizes the following as critical issues that should be addressed immediately :

7.1 Access to Micro-credit for Young People
A major constraint to the growth of YREs is lack of access to finance. While potential youth entrepreneurs and existing YREs generally lack access to credit in both DCs and LDCs, the problem is particularly acute in the latter. Not only are there few micro-finance institutions in many countries, but those specifically targeted at youth are even fewer. A review of 902 organisations in 96 countries listed under the Microcredit Summit’s Council of Practioners revealed only 21 organisations with ‘youth’ in their title (Curtain 2000). Admittedly, there are credit schemes directed at young people in the mainstream microcredit organizations, but surveys reveal that youth are an underrepresented group. Lack of sufficient collateral, experience and biases further disadvantage young people.

It is also important to note that many micro-credit schemes, especially youth credit schemes, have failed in many countries. The overall message from the failure of these schemes suggests that success or failure in terms of financial viability and servicing the poor, in this case young people, largely depends on the design of the programme (Curtain, 2000). 

To promote effective micro credit programmes, there is need both to reduce access barriers and design programmes that meet the needs of potential youth entrepreneurs and existing YREs. This will require doing the following:

· Treating youth as ‘clients’ and not mere programme ‘beneficiaries’

· Shifting the focus from ‘product-centred’ to ‘customer-based’ programmes

· Innovative steps are needed for new types of collateral, such as business plan, level of education, and residence status,

· Broadening the current definition of ‘sustainability’ from a narrow focus on programme sustainability to livelihood viability through enterprise

· De-politicizing micro or youth credit schemes, especially in LDCs, 

· Depending on context and need, other financing mechanisms such as grants and soft loans can be given to youth, and

· Strengthening financial systems management.

7.2 Training and Business Development Services

Potential youth entrepreneurs and existing YREs need more than access to credit. As the successes of both the IG in Italy and the PTB in Britain suggest, they also need to know how to develop a business plan, business management, management of business finances (budgeting), time management, stress management, improving sales, managing and reducing costs, debt recovery techniques, stock control techniques, marketing and recruitment. 

This suggests the need for an integrated package for the promotion of youth entrepreneurship. Thus, there is need for the following:

· Skills training

· Business counseling

· Mentor support

· Access to working space

· Business expansion support, and

· Creating support networks.

The training should also be extended to service providers in order to improve their professional and technical competence, especially in the areas of programme conception, design, implementation and evaluation .

7.3 Information and Marketing

As this paper shows, one of the key problems facing YREs relates to limited prospects for value addition. In addition, YREs, especially those in poor countries, are concentrated in low value local markets. Such youth also lack access to information on product and input markets. Thus, promoting the viability of YREs will require facilitating the access of youth to information on product and input markets and linking them to global value chains. This will require encouraging young to explore existing global initiatives aimed at promoting trade between DCs and LDCs. An example is the African Growth and Opportunity Act (AGOA) passed by the US Congress which was signed into law by President William Jefferson Clinton. There is urgent need to explore the opportunities that such global trade initiatives offer to potential youth entrepreneurs and existing YREs in LDCs.

7.4 Policies and Institutional Intermediation
 
Particularly in those countries currently lacking explicit policies on youth, there is urgent need to design compressive national youth policies that indicate the directions a country intends giving to the development of its young people. Significantly, such policies should be properly integrated with key macro and sectoral policies in order to avoid treating youth livelihoods and entrepreneurship as an isolated activity. 

This proposal has radical implications for intermediary support institutions. Depending on context, it will require doing the following:

· Clearly redefining the role(s) of these institutions:

· The Government

· NGOs

· The Private Sector

· Donor Agencies

· The Local Community

· Institutional strengthening which involves developing the internal management capacity of service providers

· Promoting partnership development involving the government, private sector, NGOs, and other institutions,  and

· Creating support networks and effective means by which knowledge, resources and effective practice can be exchanged.

7.5 Financing Youth Enterprise Development and Research
As the successes of the IG S.p.A in Italy and the PBT in Britain suggest, effective promotion of youth entrepreneurship requires adequate funding. This paper shows that these two organizations have become sustainable over time by mixing their sources of funding. These sources include: the government, the private sector, private foundations, internal investments, fund-raising activities, and so on. In LDCs, governments, donor agencies and NGOs are major sources of funding.

This leads us to the conclusion that enterprise promotion programmes should seek funding from a variety of sources to ensure their sustainability. These sources include:

· The Government

· The Private Sector

· Donor agencies

· Internal investments, and

· Fund-raising activities.

Particularly in LDCs, there is also urgent need for a prioritization of scarce resources. While the general view is that poor countries lack sufficient resources to invest in the promotion of youth enterprise development, a review of the literature suggests that even that which is available is not properly used due to lack of priorities and strong accountability mechanisms. 

There is also very little research on the qualities and particular needs of youth who want to become self-employed in both developed and developing countries. Especially in developing countries, there is currently a dearth of empirical data on the informal sector, and on the participation of youth in the sector and the extent to which the existing policy and institutional framework impacts on youth entrepreneurship (see Attachment Six for research topics). 
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Attachment 1: The Concept of Entrepreneurship
Entrepreneurship has been long recognized as performing a central role in the process of development. It is now widely accepted that economic development is not only, or mainly, a matter of physical resources and capital, or even of technically trained personnel (Harper, 1996; Mardsen, 1992; Marris and Sommerset, 1971). As Harper notes, without entrepreneurship, the indefinable and often transient quality that leads people to assemble and manage resources productively, nothing much can be achieved. Yet this role of entrepreneurship has largely been ignored in the main body of economic theory and has received surprisingly little attention in the general literature on development. It is only in recent years that the critical role played by entrepreneurship in driving economic development and job creation is increasingly understood, mainly as a result of the rapid pace of economic change spurred by globalisation. But, even now, as a recent OECD (2001) paper on youth observes, the potential of entrepreneurship is often not fully recognized and supported by policy makers.

This suggests that entrepreneurship is a practical creativeness which combines resources and opportunities in new ways. As Marris and Sommerset (1971) observe, the originality may lie in the techniques of production, the market served, the labour used and the organization of the firm. It may also lie in the use of raw materials that were previously neglected or wrestles them from established, less productive uses.


Seen in this light, the entrepreneur and his functions are not difficult to conceptualise.  They involve a wide range of activities, some of which are clear-cut and others somewhat abstract, whether applied in running a large firm or at the level of self-employment. Among others, these activities include: exploring, discovering, and evaluating new economic opportunities; seizing the initiative to implement a vision and to do everything necessary for its realization; determining, locating, hiring, purchasing, and integrating human and material inputs; establishing an enterprise, managing it; bearing uncertainty and facing risk; continuously exploring, learning, evaluating, and implementing new production techniques, new input possibilities, and new management approaches. 

From this description, the contribution of entrepreneurship to the process of economic development is clear. Entrepreneurs are a dynamic force in an economy, envisioning the possibilities of new types of economic activities and doing everything necessary to realize their visions. As a consequence, entrepreneurs create new enterprises, new commercial activities, and new economic sectors. They generate jobs for others; they produce goods and services for society; they introduce new technologies and improved or lower cost outputs; they earn foreign exchange through export expansion or the substitution of imports; they save, raise funds, and invest.

Entrepreneurship can be exercised in different types of economic systems and in the various contexts of the private sector, the state sector, mixed ownership sectors, the cooperative sector and the nongovernmental sectors of the economy. Under the current dominant economic model, however, the emphasis is on private-sector-led growth in free-market economies. In the absence of any practical alternatives to, and given the contemporary need for entrepreneurs engendered by, globalisation, it becomes very important to promote entrepreneurship among young people, many of whom are increasingly alienated from the economic mainstream. It is in this context that entrepreneurship development is being promoted.

But, as several experts warn, there is a danger in assuming that entrepreneurship does not require promotion. The debate as to whether entrepreneurs are born or made will never be resolved, but it is now widely recognized that suitable training and other supports can improve the performance of entrepreneurs. As Harper (1996:3) observes, the ‘raw material’ will still have to be ‘born’, but better results can be ‘made’. 

Attachment 2: Youth Unemployment
White and Kenyon (2000) observe that youth unemployment is a growing and perennial problem in many countries, including industrial or OECD countries. They note that the increasing internationalization of labour markets and flexibility of labour relations, with the traditional cycle of school-to-work-to-retirement giving way to more varied patterns of employment provide a new context for this problem. In consequence, a sizeable proportion of young women and men have become detached or alienated from the economic mainstream. This is a view supported by other analysts (OECD, 2001; Curtain, 2000; ILO, 2000; Mhone, et al., 1999). 

A distinctive feature of youth unemployment in both industrial and non-industrial countries is that it is typically much higher than the national average. In the OECD as a whole, overall unemployment remained above 6.0 percent throughout the 1990s, while the unemployment rate for people 15-24 years of age was 12 percent (OECD, 2001). There were significant variations in these data both among the OECD countries and within the countries. It has been observed that even when economies rebound, youth unemployment drops only slowly and stands at roughly double the level for the entire labour force. 

On the other hand, the problem of youth unemployment in developing countries and economies in transition is even more serious than in developed countries. It is difficult to provide accurate statistics on youth unemployment in these countries, as available estimates of unemployment face the conceptual and design limitations imposed by definitional and measurement problems of ‘employment’ and ‘youth’. Nonetheless, existing estimates indicate that the problem of youth unemployment is considerable higher than the national average. Available estimates indicate that, while overall unemployment affects between 15 to 20 percent of the work force, the rate of unemployment among young people is as high as 75 percent in some countries. A combination of factors, including stagnating public and private sectors, explain the high rate of youth unemployment in developing countries. 

The employment difficulties facing youth in both developed and developing countries have negative consequences not just for the affected young people but for society as a whole. As the OECD report (2001) notes, persistent youth unemployment wastes human resources that could contribute to economic progress in the short-run, produces widespread unhappiness (of which rising suicide rates are a symptom) and social discontent among the youth, and may leave long-term scars on the working adults of the next generation. In extreme cases, alienated youth, especially if they are many, can cause social disruption in society, as in the case of Sierra Leone, Liberia and other war-torn countries (Curtain, 2000; Abdullah, 1998; Mkandawire, 1996). 

Attachment 3: Social Attitudes towards Entrepreneurship
Despite the potential benefits of entrepreneurship, especially youth entrepreneurship, as discussed above, many sectors, including some members of the education system and the private sector, have failed to recognize its importance. As a recent British Columbia Report on youth entrepreneurship strategy observes, parents and teachers tend to perpetuate the notion that entrepreneurship is ‘risky’ and not practical for the long term. Thus, they generally encourage young people to ‘get a job’. 

The situation in many countries has not been helped by the lack of enterprise-focused curricula in schools. For instance, a survey of 11 OECD countries revealed that, while some countries are making attempts to reform their educational systems to include entrepreneurship in the curricula, there were very few initiatives aimed at promoting an entrepreneurial culture among young people from an early age (OECD, 2001). In many of these countries, the focus of career planning included in high school curricula, is on developing the skills and knowledge necessary to secure a ‘stable, full-time job’ based on the ‘transition to school’ model. In other countries, especially developing countries, many formal education systems have not adjusted to provide the skills and knowledge that young people need in order to take care of themselves and their families (Curtain, 2000).
 Cultural factors also play an important role. As White and Kenyon (2000) observe, in some countries, wage employment, especially public sector employment (with its promise of job security) is a dominant goal for young people. 

Table 1: Survey Results on Self-employment in 11 OECD Countries, 1989

(Percentage)

Country
All ages
Under 30 years of age


Percent                           No. of

                                   Respondents
Percent                              No. of

                                   Respondents






60.20
1 779
64.10
482

Austria
47.75
1183
51.78
245

Gt. Britain
38.03
894
54.22
201

Ireland
50.95
944
50.44
226

Israel
48.57
910
59.02
327

Italy
65.22
969
72.76
246

Netherlands
38.54
1489
40.29
412

Northern Ireland
51.52
705
58.21
144

Norway
26.05
1589
31.68
464

United States
62.97
1283
66.31
285

Germany (West)
49.04
1207
59.60
251

Source: (OECD, 2001). 

In other countries, historical factors play a key role. In South Africa, for instance, the legacy of Apartheid has contributed to the minimizing of entrepreneurship as a valid career choice and creates barriers to youth interested in pursuing their own business ventures (Jewitt, 2000). According to Jewitt, for more than fifty years government policies and subsequent legislation was used to discourage Blacks from competing with Whites in the world of work. The long-term effects on subsequent generations of these discriminatory practices have not been spelt out clearly, but their adverse impact on attitudes to different types of jobs, career choices and the value place on certain options cannot be ignored. To a large extent, this may explain why some 90 percent of South African (Black) youth are seen as job seekers (Motts, 2000).

Despite these constraining factors, however, recent survey data strongly suggest that the attitudes that tend to discourage entrepreneurship, including that among youth, are beginning to change in many countries, both developed and developing. In the case of industrial countries, survey data from 1989 for 11 OECD countries strongly suggest that many more people in all age groups, and especially younger workers, would like to start their own enterprises or work in the smaller firms typical of entrepreneurial start-ups (OECD, 2001). Table 1 (see appendix) shows that considerably high proportions of survey respondents express preferences for self-employment in OECD countries. 

The table shows that among those under 30 years of age, only the Netherlands and Norway showed fewer than 50.0 percent of respondents preferring self-employment, and only in Italy did fewer than half prefer small workplaces over large ones. These findings appear to suggest that latent demand exists for entrepreneurial work. As the cited OECD suggests, people seem to find self-employment intrinsically attractive.

Similarly, there has been a shift in attitudes towards private business in developing countries. The implementation of IMF and World Bank-sponsored economic restructuring programmes in many of these countries has resulted in widespread adoption of privatisation of state-owned enterprises. Within this framework, private entrepreneurship is increasingly becoming fashionable as a career option. For example, following the change of government in Zambia in 1991, which saw the Movement for Multiparty Democracy (MMD) come to power, the new government has sought to encourage private entrepreneurship through its privatisation programme. As a consequence, it has shown greater tolerance for the private sector, including informal enterprise activities. In contrast, the previous government, which was pursuing an ‘African’ form of socialism called Humanism, had actively discouraged private sector activities, largely casting private business people in negative terms, while informal sector entrepreneurs were often harassed by the state. 

As discussed below, the changes in attitudes towards entrepreneurship in many countries are also reflected among the youth. 

Attachment 4: Self-employment as a source of Employment, livelihoods and Economic Dynamism
Available data show that in recent years self-employment has emerged as an important source of employment, livelihoods, empowerment and economic dynamism in both developed and developing countries. The table below presents data on self-employment in the selected OECD countries for the period 1970 to 1996. During this period, although average self-employment declined largely due to substantial falls in agricultural employment as a consequence of rural-urban migration, estimated non-farm self-employment actually rose fairly considerably – from 6.7 percent in 1970 to 9.3 percent of the working-age population in 1996 (OECD, 2001).

Table 2: A Numerical Survey of Self-employment in Selected OECD Area, 1970 and 1976

(self-employed, estimated, as a percentage of the population aged 18-64)

Country
All self-employed
Self-employed in agriculture
Self-employed outside agriculture







1970
1996
1970
1996
1970
1996

Australia
10.3
10.3
3.7
2.0
6.6
8.3

Austria
17.4
9.4
10.8
1.1*
6.6
5.1*

Belgium
11.8
10.3
2.7
1.1**
9.1
9.2**

France
14.2
6.5
7.1
1.9
7.1
4.6

Germany
11.3
6.7***
5.0
1.2***
6.3
5.5***

Italy
19.6
14.7
8.1
2.3
11.5
12.4*

Japan
24.3
13.5
11.4
3.6
12.9
9.9

Portugal
17.7
19.1
10.9
6.4
6.8
12.7

Spain
20.4
11.6
11.9
2.7
8.5
8.9

UK
7.0
6.1
2.0
0.9
5.0
5.2

*
Data for 1994

**
Data for 1993

***
Data for 1995
Source: OECD 2001.
However, the increase in self-employment varies considerably by country. Recent data show that Italy, which is Europe’s most entrepreneurial economy, is clearly in the lead, although the proportions of self-employment grew somewhat more rapidly in Germany and especially faster in the United Kingdom (by an estimated 72 percent) (see the table below). In the UK, it is estimated that self-employment in the labour market as a whole rose from 9.0 percent in 1981 to almost 13 percent in 1996, with the number of self-employed workers peaking at 3.57 million in 1990, although this has now fallen to 3.3 million.

Table 3: Self-employment in Italy, 1980-1996, with some International Comparisons

(Percent of employment that is self-employed in each sectoral grouping)


1980
1985
1990
1996

Italy





     Total economy
23.2
24.3
24.5
24.8

     Agriculture
47.6
47.8
47.9
49.8

Non-agriculture





    Italy
19.2
21.3
22.2
23.0

    United Kingdom
7.1
-
-
12.2

    Germany
8.7
-
-
10.6

     Spain
16.2
-
-
18.5

Source: OECD, 2001.

In the US, between 1980 and 1987, 17 million jobs were created by new and small firms, as compared to the public sector which only contributed 1.3 million (Tomecko and Kolshorn, 1996). It is currently estimated that, at any given time, three million people are starting new businesses in the USA (White and Kenyon, 2000). In France, despite what is generally seen as a ‘fragile basis’ for entrepreneurship in general and youth entrepreneurship in particular, the level of new business formation is beginning to rise (OECD, 2001). In Canada, Grant and Dupuy (1999) note that the proportion of the self-employed among people with jobs rose from 13.8 percent in 1989 to 16.6 percent in 1996.

The role of self-employment as a source of livelihoods and employment is particularly important in developing countries, especially in Sub-Saharan Africa (SSA) or Africa south of the Sahara. In SSA, burgeoning so-called informal sectors have grown rapidly in recent years. 

Available data shows that the average size of the informal sector (as a proportion of the non-agricultural labour force) in SSA (on the basis of seven countries) reached 66.5 percent in the 1980s (from 1976 to 1984), compared to 38.8 percent in North Africa and 39.0 percent in Latin America (Charmes, 1999). During the 1990s, this figure rose to 75.9 percent. For individual countries for which data is available, this reaches 60 percent in Chad, 22 percent in Ghana and between 20-30 percent in Nigeria (Barawa, 1995; The Economist, 1993:10). Table 4 below presents data on the proportion of employment and GDP generated by the informal sector outside agriculture in SSA. 

Table 4: Informal Sector Employment as a proportion of Non-agricultural Employment and Non-agricultural GDP in various African Countries (Percentage)

Country
Non-agricultural

Employment
Non-agricultural GDP
Total employment
Total GDP

Tunisia (1995)
48.7
22.9
37.8
20.3

Benin (1993)
92.8
42.7
41.0
27.3

Mali (1989)
78.6
41.7
13.3
23.0

Burkina Faso (1992)
77.0
36.2
8.6
24.5

Senegal (1989)
76.0
40.9
-
33.0

Mauritania (1989)
75.3
14.4
-
10.2

Chad (1993)
74.2
44.7
11.5
31.0

Niger (1995)
-
58.5
-
37.6

Source: Charmes, 1999.

Growth in the informal sector has also been observed all over the world (Ibid.). In the mid-1990s, the rate had risen to 56.1 percent in Latin America, to nearly 80.0 percent in India. As Charmes observes, the recent financial crisis which happened in South East Asia has had a similar impact, at least in the short term. Even in the OECD countries, recent data suggest that there has been an increase in the growth of the informal sector (OECD, 2001).


Despite the rapid expansion of the informal sector in recent years, the majority of informal sector units in LDCs are characterized as ‘survivalist’ enterprises. It is generally argued that most informal sector activities are less productive and generate smaller incomes, leading to minimal incomes earned by informal sector operators (Charmes, 1999; Mhone, et al., 1999). Only a small component of informal sector units are seen as constituting the ‘micro enterprise’ sector. 
But McGrath and King (1999) caution against treating or polarising informal enterprises as ‘survivalist’ enterprises compared to growth-oriented micro-enterprises. Indeed, as Mead (1999) observes, the number of enterprises that graduate from the survivalist end is not as many as we would like, but it is not insignificant and is an important feedstock for today’s large enterprises. A sample survey of formal enterprises in Zimbabwe revealed that more than half of the sampled enterprises had originated in the informal sector.  

Attachment 5: The Future Aspirations of Youth
In the USA, nearly half (40 percent) of young people finishing secondary school express high interest in forming their own businesses (OECD, 2001). Similarly, in the United Kingdom, which, according to the OECD report (Ibid.), is Europe’s second most entrepreneurial large economy (to Italy) and has the fastest growing self-employment rates, more than a third of the nation’s young people express a desire to start their own businesses, and each year about 50,000 of them actually do it (Ibid.).

In France, a survey specifically focused on beginning and finishing secondary school pupils as well as those in the first year study for a BTS (Brevet de Technicien Supereur), a professional qualification,  conducted in 1999 revealed that 32 percent of the respondents were seriously envisaging the creation of an enterprise as their first professional work (OECD, 2001). 

These aspirations are also evident among youth in developing countries. Recent survey data from Malawi and Zambia suggest that slightly over half of the youth express a desire to start their own businesses. In Malawi, the research shows that about a third of the youth entrepreneurs want to expand or diversify their businesses into other ventures, with only 3.0 percent saying that they would look for a formal sector job (Kambewa, et al., 2001). Equally, in Zambia, slightly more than half (50.9 percent) of the unemployed youth want to start their own enterprises in the urban informal sector, while 19.6 percent indicated that they intend to seek informal wage employment (Chigunta, 2001). Among the youth entrepreneurs, the majority (63.6 percent) of youth proprietors express a desire to grow their business ventures in the informal sector.

The expressed desire by many youth to start their own businesses seems to contradict the conventional wisdom that the majority of young people have a negative attitude towards self – employment, especially in the urban informal sector. The current tendency in the literature is to portray youth as ‘job seekers’ who mainly view self-employment as a ‘stop gap’ measure as they wait for better opportunities in the formal sector. 

Indeed, in the case of the developing countries, it is tempting to dismiss the desire of over half of the youth to set up their own businesses as arising from a lack of viable alternatives. This could be true for some youth. But, as discussed above, the expressed interest in starting or growing an enterprise among young people can be attributed to a complex combination of factors. Among others, these reflect positive changes in the political and social environment of entrepreneurship and low wages in the formal sector which act as a disincentive to job seekers with entrepreneurial aspirations.

The great interest expressed in starting or expanding an enterprise among youth in both developed and developing countries should be seen in the context of the increasingly importance of self-employment as a source of new jobs and economic dynamism in both developed and developing countries.

Attachment 6: Suggested Research Topics

Topics suggested for study include:

· The characteristics and determinants of youth participation in entrepreneurship, and the relationship between this participation and young people’s economic independence

· The characteristics and constraints of youth-led micro enterprises, differentiating those of micro-producers from those of micro vendors and distinguishing survival from micro-enterprise activities

· Investigating the responses of youth entrepreneurs to policy changes and incentives

· Indirect effects of macro- and sectoral policies and regulatory and legal environments on the promotion of youth’s enterprises

· Situation-specific demand studies to establish youth’s need for credit and the structure of credit programmes

· Evaluative studies on the youth enterprise development process

· Tracer studies of enterprise training programme graduates

· Institutional development needs and diagnosis of a variety of institutions in the public and private sectors, emphasizing youth-oriented agencies in the governmental and non-governmental sectors, that can assist youth proprietors

· The extent to which the decentralisation of youth training and other services to community-based institutions can sustainably address the needs of youth, and

· Identifying opportunities for youth in value chains and high value markets.

� These include: commercial orientation; initiative-based; improvement of risk management; appropriate targets; comprehensive in nature; complementary services; and equity.


�This definition assumes the following: young individuals developing and making full use of their own abilities, alone or in groups; young people defining their own problems, identifying solutions and finding resources to realize their vision; and young people realizing their own potential and vision, growing in confidence and taking active roles in their own communities.


� This embraces an enormous range of activities, from the humble to the exotic: artisans, craft and other manufacturers, writers, consultants, shop keepers small and large, new internet marketers, and so on. Excluded from this definition are illicit activities that are prohibited by law such as drug trafficking, smuggling, tax evasion and prostitution.


� Stone, et al., u.d, in a survey of YREs in Minnesota, USA, observed that they build houses, publish books, run restaurants, staff child care centres, provide business services, and offer others services and goods. 


� http://www.entre-ed.org/criteria.htm


� Drawing on Gibb (1988), White and Kenyon (2000) define an ‘enterprise culture’ as a “set of attitudes, values and beliefs operating within a particular community or environment that lead to both ‘enterprising’ behaviour and aspiration towards self-employment” (p.18). 


� This also includes transition countries.


� Flexibilisation refers to the move from standardised, large-scale production to small-scale, flexible forms (Hoogvelt, Ankie, 1997; Rasmussen, J. et al., 1992; Streeten, 1991). On the other hand, informalisation refers to the growing process of informal business arrangements. 


� Indeed, contrary to earlier predictions, the informal sector has been growing in developing, and to some extent in developed, countries (ILO, 2002). 


� The business planning and decision making of ‘calculated risk takers’ reflects risk minimization and risk management behaviour.


� The lack of VAT registration, in particular, means that formal companies that engage in business arrangements with informal enterprises that have no such registration do not qualify for tax rebates. In Zambia, for example, qualifying for a tax rebate under the current tax regime in Zambia requires a business organization to produce documentary proof of registration (Chigunta, 2001). The unintended effect of this measure is to compel formal enterprises to largely deal with other businesses. Consequently, informal businesses are losing out on business deals with formal businesses.





� The average pay of individual entrepreneurs was divided by the average hours to arrive at an average rate per hour. Again this paints a bleak picture. Only six people reported earning more than £2 per hour. Over two-thirds were working for £1 per hour or less.” (Mac Donald and Coffield 1990; 143).


� As posted on the YES discussion list.


� The term ‘Non-School Youth’ is used in a general sense to refer to all young people who have either dropped out, left or completed school. This also includes graduates from colleges and universities.


� Overall, in the USA, 19 percent of schools currently support YREs (Stone, et al., u.d).


� The Trust offers the following financial and other support services to selected candidates: a low interest loan of up to £5,000; in special cases, a grant of up to £1,500 for individuals and £3,000 for groups; a pre-start test marketing grant of up to £250; a volunteer business mentor for the first three years, to give regular advice and support; self-help kits; seminars and free advice lines, and;  sales opportunities through exhibitions


� These include: commercial orientation; initiative-based; improvement of risk management; appropriate targets; comprehensive in nature; complementary services; and equity.


� They also generate the income and wealth that permit the collection of taxes by governments for expenditure on human development (education, health, and social services), physical infrastructure, and public services in general. Entrepreneurs also promote the process of learning and adapting to changing circumstances as technology changes, markets evolve and policies evolve.





� In extreme cases, the education system has been used for narrow, partisan interests which do not encourage the development of creative thought or enterprising behaviour, as in the case of ‘Bantu education’ in Aparthied South Africa (Jewitt, 1995). 
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