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ABSTRACT

The Impact of Risk Aversion, Role Models, and the
Regional Milieu on the Transition from Unemployment to
Self-Employment: Empirical Evidence for Germany”

The focus of this paper is on the choice of the unemployed between becoming an
entrepreneur or not. It contributes to the literature by empirically investigating two hitherto
neglected issues: What is the impact of risk aversion and personal contact with a role model
in shaping the decision to become an entrepreneur (controlling for standard demographic
variables, i.e. sex, age, and education)? And given the personal characteristics and attitudes,
how does the regional 'entrepreneurial milieu' affect the decision to start a new business out
of unemployment? The econometric study is based on data from a recent representative
survey of the population in ten German planning regions. We use a version of the probit
model that takes care of the regional stratification of the data, and the results of the nonlinear
models are carefully interpreted and illustrated. We show that a high degree of risk aversion,
and lack of personal contact with a young entrepreneur, both reduce the probability of
starting one's own business. A favourable 'regional entrepreneurial milieu' (proxied by higher
levels of current start-up activity and larger shares of unemployed among the starters in a
region) has a positive effect on the individual propensity to step into self-employment. All
these impacts are not only statistically significant, but economically important, too.
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1. Motivation

Reliable data from official statistics on new firm formation, and on the persons founding these firms, are
lacking in Germany. However, a recently completed project that performed a careful comparison of four
data bases providing information on startup activities led to an estimated number of some 310.000 entries
per year in the private sector in the period 1996 - 1998 (Fritsch et al. 2001). The comparison project just
mentioned did not look at characteristics of the founders. A case in point is that we do not know how
many of the new firms were founded by people who were unemployed before. We know, however, that in
the recent past some 100.000 (former) unemployed persons per year received so-called "bridging
allowances' (or Uberbriickungsgeld) - money from the federal labor services which is paid during the
first six month of self-employment to help to start a business out of unemployment (for details, see
Wiefdner 2000). Given that a very high (though unknown) share of founders who start out of
unemployment receive these bridging allowances, 100.000 per year seems to be an appropriate estimate
for the number of transitions from unemployment to self-employment in Germany today. With 310.000
new private firms per year according to the consensus estimate reported above this means that the share of
formerly unemployed among the founders of new firmsis 32.26 percent.

Even if this share of roughly one third is exaggregated due to atoo low denominator (because very
small owner-run businesses with no employees might be underreported in the statistics used to compute
the estimate of the number of new firms per year) we can argue that, on the one hand, business start-ups
out of unemployment form an important part of new firms in Germany today. On the other hand, the ca.
100.000 founders who step out of unemployment into self-employment per year are only atiny fraction of
the ca. 4 million registered (plus a large number of non-registered) unemployed, and increasing the
number of unemployed who become self-employed can only be the notorious drop on a hot stone in the
fight against unemployment. Investigations of the determinants and consequences of the transition from
unemployment to self-employment are, therefore, a topic that is more important for research in
entrepreneurial activities, and less so for active labor market policies to combat unemployment.

Hitherto only a few empirical studies based on German data were published that look at start-ups
out of unemployment:

- Pfeiffer (1999) uses data for individuals from three waves of the German Mikrozensus (a one
percent sample of the population) to investigate the differences between people who are looking for a new
occupation in either self-employment or in paid employment. He uses these data to estimate the potential
number of future self-employed (among those who are currently either unemployed or employed).

- Wiel3ner (2000, 2001) uses data for individuals who received bridging allowances to investigate
success factors that determine survival and growth of start-ups by former unemployed.

- Pfeiffer and Reize (2000a) compare firm survival and employment growth of start-ups by
unemployed and others based on firm data.

- Pfeiffer and Reize (2000b) look at differences in the socioeconomic characteristics of people

stepping from unemployment to self-employment and dependent employment using data from the



German Socioecionomic Panel (GSOEP). In Reize (2000) the stability of self-employment among former
unemployed isinvestigated, too.

While a central topic of these studies is the success or failure of start-ups by the unemployed, this
paper's focusis on the choice of the unemployed between becoming an entrepreneur or not. It contributes
to the literature by empirically investigating two hitherto neglected issues:

- What is the role played by risk aversion and personal contact with a role model in shaping the
decision to become an entrepreneur (controlling for standard demographic variables, i.e. sex, age, and
education)?

- Given the personal characteristics and attitudes, how does the regional 'entrepreneurial milieu’
affect the decision to start a new business out of unemployment?

Our econometric study is based on data from a recent representative survey of the population in
ten German planning regions. We use a version of the probit model that takes care of the regional
stratification of the data, and the results of the nonlinear models are carefully interpreted and illustrated.

The rest of the paper is organized as follows: Section 2 introduces the survey data used, section 3
gives empirical information on the extent of entrepreneurship activities by unemployed persons in
German regions, section 4 discusses results from an econometric investigation of the individua
determinants of becoming a nascent entrepreneur out of unemployment and the role played by the

regional milieu, and section 5 concludes.
2. The Regional Entrepreneurship Monitor (REM) Germany 2001 survey

The data used in this paper are taken from a survey of the German population aged 14 years or older that
was conducted using computer assisted telephone interviewing by TNS EMNID, a leading German
opinion research institute, in the summer of 2001. This survey is part of the research project Regional
Entrepreneurship Monitor REM Germany which focuses on the extent of the difference in entrepreneurial
activities between regionsin Germany, its determinants, and its consequences for regional devel opment.l
In 10 (out of 97) so-caled planning regions (or Raumordnungsregionen, see Bundesamt fir
Bauwesen und Raumordnung, 2001) a random sample of 1.000 people was interviewed, leading to a data
set with 10.000 cases’ The questionnai re> asked for socio-demographic characteristics (sex, age,
education, maritial status, size of household, employment status, income) and a number of items related to
entrepreneurial activities (e.g., whether the interviewee is the owner of afirm that is currently actively run
by her or him, whether she/he is currently engaged in starting an own business). This data set gives a

snapshot of activities and attitudes related to self-employment and new firm formation in the 10 regions

1 For further information about the REM project see Japsen and Bergmann (2001). REM is closely related
to GEM, the Global Entrepreneurship Monitor, a multi-country study that investigates the sametopicsat a
national level (see Reynolds et al., 2000).

2 The datawill be made available for public scientific use after the completion of the REM project.

3 An English version of the questionnaire is not yet available; a German version is available from the
author on request.



in the Summer of 2001. Even if we can not claim that the data are representative for Germany as awhole,
the regions were selected in such a way that they mirror the spatial structure with regard to old and new
federal states (i.e., western and eastern Germany), highly industrialized versus more rural regions, center
and periphery, etc. With a pinch of salt information relating to the average in the selected regions can be

considered to be avalid instrument for information on Germany as awhole.
3. Nascent entrepreneursout of unemployment in selected German regions

In the survey discussed in the former section the interviewee was asked whether she/he is (alone or with
others) actively involved in starting a new business that will (as awhole or in part) belong to her/him, and
whether this business did not pay full time wages or salaries for more than three months to anybody
(including the interviewee). Those who answered in the affirmative are considered to be nascent
entrepreneurs.4 The share of this group in the population aged between 18 and 68 yearsis 3.7 percent.
Table | reports detailed results for the ten regions. Interregional differences in the order of

magnitude point to differences in the level of entrepreneuria activity among the regions. The share of
nascent entrepreneursin the population is about twice as high in the regions Kéln and Miinchen asin the

regions Emscher-Lippe and Mittleres Mecklenburg.
[Tablel near here]

On average in the ten regions 4.2 percent of the nascent entrepreneurs stated to be unemployed at
the time of the interview.® Table | shows that in our sample the share of unemployed among nascent
entrepreneurs differs considerably between the ten regions. This share is zero in Miinchen and Stuttgart
(two regions with a very low rate of unemployment according to official statistics), and 17 percent in the
region Mittleres Mecklenburg (which suffers from a notoriously high unemployment rate).

As regards the share of nascent entrepreneurs among the unemployed we find pronounced
interregional differences, too (see Table I). While this share is again zero in Minchen and Stuttgart, it is

more than three times the average of 4 percent in Kdln, and only 1.26 percent in Westsachsen/L eipzig.
4. Who intendsto step from unemployment into self-employment?
In this section the question what distinguishes nascent entrepreneurs from the rest of the unemployed is

investigated econometrically. We test for the role played by both individual and regional factors in

shaping the probability of becoming a nascent entrepreneur out of unemployment.

4 This definition of a nascent entrepreneur is identical to the definition used in the GEM project
mentioned above; see Reynolds et al., 2000, p. 9.

® Note that this self-classification as an unemployed can differ from the official definition of registered
unemployed people for various reasons.



To start with the individual factors, we will control for the role played by standard demographic
variables, viz. sex; age (measured in years); and general human capital measured by the level of education
(adummy variable showing whether or not a person has a higher education, i.e. went to school for at least
12 years, or holds a degree). To investigate the impact of risk aversion and role models, two dummy
variables are included in the empirical model: The survey asks whether the interviewee personally knows
someone who started a new business during the last two years, and we look for a positive impact of
contact with such a ‘role model' (see Sternberg 2000, p. 60). Furthermore, the interviewee is asked
whether fear to fail would prevent him from founding a firm. If he answered this question in the
affirmative we consider this as an indicator of a high degree of risk aversion, and we expect a negative
impact on the probability of becoming a nascent entrepreneur.

Descriptive statistics for these variables are given in Table 1. Among the 380 unemployed
interviewees we find 15 nascent entrepreneurs. In this (evidently, small) sample of nascent entrepreneurs
the shares of males, people with higher education, and people with personal contact to a young
entrepreneur are larger, and the the share of people who consider fear of failure to be areason not to start
anew business is smaller than among the rest of the unemployed. Furthermore, the nascent entrepreneurs

are about 8 years younger on average.
[Tablell near here]

The ceteris paribus role played by these characteristics in determining the probability of becoming
a nascent entrepreneur isinvestigated in an econometric model with a dummy endogenous variable taking
the value one if an unemployed person is a nascent entrepreneur, zero otherwise.® Results are reported in
the column headed ‘Model A' in Table Ill. From the prob-val ues’ it follows that according to this model
(and in line with our priors) the probability of becoming a nascent entrepreneur diminishes with age, is
lower for people with a high degree of risk aversion, and knowing a role model personally has a positive

impact. According to these results both sex and higher education do not matter.
[Tablelll near here]

Model A considerstherole of personal attributes and attitudes only. From the descriptive evidence
reported in Table | we know that the level of entrepreneurial activity differs considerably between
regions. If this points to interregional differencesin what is often called ‘entrepreneurial culture' we would

expect that these differences influence the decisions taken by individuals living in a region. As a next

® To take the survey design described in section 2 above into account, the models were estimated with
Stata 7.0 using the survey probit program svyprobit with the region as the primary sampling unit (psu) to
control for clustering; see StataCorp, 20014, p. 321ff. for an overview of survey estimation.

" we report prob-values instead of t-values for two reasons: First, the degrees of freedom for thet in
svyprobit are the number of clusters (i.e., regions) minus one, and not the number of observations minus
the number of estimated coefficients, and this might cause irritation; second, the prob-values give an
immediate and exact impression of the empirical significance level of an estimated coefficient.



step, therefore, we additionally test for the role played by the region in determining whether an
unemployed person becomes a nascent entrepreneur or not.

Results for an augmented empirical model containing dummy variables for the regions (using the
Emscher-Lippe region as the standard group) are reported in the column headed ‘Model B' in Table IIl.
Four estimated coefficients of the region dummies are statistically significant at an error level of 8.5
percent or better, and an adjusted Wald test of the null hypothesis that all these coefficients are zero
rejects the null with a pvalue of 0.0001.8 Note that the estimated coefficients for the other variables
included and their levels of significance do not differ much between Model A and Model B, with the
exception of the sex dummy which, however, is not statistically different from zero in both models.

To peek inside the black box of the regional effects revealed by the dummies a third empirical
model was estimated in which the dummy variables were substituted by two measures which mirror
different aspects of the regional entrepreneuria culture: the share of nascent entrepreneurs, and the share
of unemployed among nascent entrepreneurs in the population. A higher share of nascent entrepreneurs
points to a better developed entrepreneurial culture in aregion at the time of the survey, and we expect
that this increases the probability of becoming a nascent entrepreneur. The same effect might be expected
from a higher share of unemployed among the nascent entrepreneurs, signalling that many others are
doing it right now, so | might expect to make it, too. To put it differently, the share of nascent
entrepreneurs is included as a proxy variable that should bundle all those hard to measure elements that
form the regional milieu - if aregion has awell developed culture of entrepreneurship, and if thisis better
than in other regions, a higher share of nascent entrepeneurs should indicate this. A higher share of
unemployed among nascent entrepreneurs, on the other hand, points to a business culture that is
favourable (or, at least, less hostile) towards unemployed founders of small firms. However, one might
expect that the share of unemployed among nascent entrepreneurs is higher in regions with a higher rate
of unemployment, ceteris paribus. To control for this effect the share of unemployed in all intervieweesin
aregion is included in the empirical model. We expect that survival tends to be harder for new firmsin
regions with a higher rate of unemployment, and, therefore, fewer (unemployed) people will work on
building their own firmin such regions.

Results for this model are reported as 'Model C' in Table I1l. The estimated coefficients for both
the regional share of nascent entrepreneurs and the regional share of unemployed among nascent
entrepreneurs have the expected sign, and both are highly significant statistically. The estimated
coefficient of the regional share of unemployed interviewees is negative and statistically significant at a
conventional level. All these results are in line with our priors. The big picture from the results for the

personal characteristics and attitudes is the same as in Model B: The probability of becoming a nascent

8 Note that the dummies for the regions "Stuttgart" and "Munchen" are dropped because there are no
nascent entrepreneurs stepping out of unemployment from these regions in our sample (see above). The
associated observations for unemployed interviewees from these regions who are no nascent
entrepreneurs are dropped, too. This has no effect at al on the likelihood or estimates of the remaining
coefficients and increases the numerical stability of the optimization process (see StataCorp 2001b, p.
581).



entrepreneur out of unemployment is higher for those who personally know a role model; it is lower for
older people and for people with ahigh risk aversion.

Discussion of results hitherto was limited to the statistical significance of the estimated
coefficients and the direction of influence conducted by the variables. Information on the extent of this
influence, or on the economic significance, however, is even more important. Evidently, a variable that
has no statistically significant impact can be ignored from an economic point of view, but the opposite is
not true: A variable that is highly significant statistically might not matter at all economically - if the
estimated probability for becoming a nascent entrepreneur out of unemployment diminishes by 0.00001
percent when a person is 68 instead of 18 years old, we can ignore age of a person in any discussion on
nascent entrepreneurs irrespective of any high level of statistically significance indicated by the prob-
value.

Unfortunately, the estimated coefficients from a probit model (or for any other non-linear model)
can not easily be used for statements about the size of the ceteris paribus effect of a change of the value of
an exogenous variable (e.g., an increase in the age of a person by five years) on the value of the
endogenous variable (e.g., the probability of becoming a nascent entrepreneur out of unemployment),
because the size of this effects depends on both the value of the exogenous variable under consideration
and on the values of all other variablesin the model (see Long and Freese, 2001, 87ff.).

One way to ease interpretation of the estimation results is to compute the estimated values of the
endogenous variable (here: the probability of becoming a nascent entrepreneur out of unemployment) for
a person with certain characteristics and attitudes (male, 38 years old, with higher education, etc.), and
then to see how a change in the value of one exogenous variable (e.g., the age) changes the estimated
probability. With alot of exogenous variables this procedure tends to lead to results not easy to survey.

A way out isto construct alimited number of types of persons using dichotomous variables and to
summarize the estimation results for various values of a significant continous variable in afigure, holding
the values for the other continous variables constant (usually, at their sample means).

For expository purposes, we focus on men with higher education. Furthermore, for the moment we
fix the three regional variables at their sample means. Next, we use combinations of the two dichotomous
variables, high degree of risk aversion and personal contacts with a role model, to form four types of
persons labeled TYP A to TYPE D and listed in Table V. For every type the estimated probability of
becoming a nascent entrepreneur out of unemployment is then computed for values of the age variable
between 18 and 62.

[Table IV near here]

% The computations were limited to an age of 62 years because the oldest interviewee reporting to be
unemployed was 62 years old in our sample. All computations and graphics are done using SPost, an add-
on package of ado-files for Stata written by J. Scott Long and Jeremy Freese (Scott and Freese 2001).
Note that SPost does not work with Stata's svyprobit program, so the model has been reestimated using
Stata's probit program with the option 'cluster', using the region as a cluster. The estimated coefficients
that are needed to calculate the estimated probabilities are numerically identical for svyprobit and probit
with this cluster option.



Results are graphed in figure 1. From this it is obvious that age matters. For any given value of
age, the probability to start a new business is much higher for a TYPE C person (who has no high risk
aversion, and personally knows a young entrepreneur) than for any other person considered. This
demonstrates that these statistically significant variables have an economically important impact, too.
Note that TYPE D and TYPE A have rather similar estimated probabilities although they are 'the
opposite' regarding both high risk aversion and contacts with a young entrepreneur. This illustrates that
the opposite effects of different determinants of becoming a nascent entrepreneur out of unemployment

can net out.

[Figure 1 near here]

The ceteris paribus impact of the statistically significant variable "share of nascent entrepreneurs
in a region” is ilustrated by comparing the results for a certain type of person (a man with higher
education, personal contacts with arole model, and a high level of risk aversion) from a (fictitious) region
with an average share of unemployed among nascent entrepreneurs and an average share of unemployed
in al interviewees at three different level of age (viz., 22, 42, and 62 years) for different values of the
regional share of nascent entrepreneurs between 1.95 percent and 5.87 percent (the minimum and
maximum vaue d the variable in our sample, respectively). The estimated probability of becoming a
nascent entrepreneur out of unemployment increases with an increasing share of nascent entrepreneursin
the region, and it is allways higher for younger persons than for oder. A 22 year old person with the
characteristics stated above has an estimated probability of becoming a nascent entrepreneur of 0.07 in
the region with the lowest share of nascent entrepreneurs, while for a person with identical characteristics
from the region with the highest share of nascent entrepreneurs the estimated probabilty is 0.26 (see
figure 2).

[Figure 2 near here]

Next we illustrate the role of the share of unemployed in the region. We consider the same type of
person (a man with higher education, persona contacts with a role model, and a high level of risk
aversion) as before, but put him in a (fictitious) region with an average share of both nascent entrepeneurs
and unemployed among nascent entrepreneurs in al interviewees, and we look at him at three different
level of age (viz., 22, 42, and 62 years). We let the regional share of unemployed among all interviewees
vary between 1.85 percent and 12.53 percent (the minimum and maximum value of this share in our
sample, respectively). The estimated probability of becoming a nascent entrepreneur out of
unemployment decreases with an increasing share of unemployed in the region, and it is allways higher
for younger persons than for older. A 22 year old person with the characteristics stated above has an

estimated probability of becoming a nascent entrepreneur of 0.15 in the region with the lowest share of



unemployed, while for a person with identical characteristics from the region with the highest share of

unemployed the estimated probabilty is0.08 (see figure 3).

[Figure 3 near here]

The last step in our interpretation of the estimates from model "C" considers the ceteris paribus
impact of the statistically significant variable "share of unemployed among the nascent entrepreneursin a
region”. This effect is illustrated by comparing the results for the now familar type of person (defined
above) from a (fictitious) region with an average share of nascent entrepreneurs and an average share of
unemployed in al interviewees at three different kevel of age (viz., 22, 42, and 62 years) for different
values of the regional share of unemployed among nascent entrepreneurs between zero percent and 17.06
percent (the minimum and maximum value of the variable in our sample, respectively). The estimated
probability of becoming a nascent entrepreneur out of unemployment increases with an increasing share
of unemployed among the nascent entrepreneurs in the region, and it is allways higher for younger
persons than for older. A 22 year old person with the characteristics stated above has an estimated
probability of becoming a nascent entrepreneur of 0.05 in the region with the lowest share of unemployed
among the nascent entrepreneurs, while for a person with identical characteristics from the region with
the highest share of unemployed among nascent entrepreneurs the estimated probabilty is 0.23 (see figure
4).

[Figure 4 near here]

These interpretative computations illustrate that both proxies for the entrepreneurial regime are not

only statistically significant, but economically important, too.

5. Conclusions

This paper empirically investigates two hitherto neglected issues: What is the role played by risk aversion
and persona contact with a role model in shaping the decision to step from unemployment to self-
employment (controlling for standard demographic variables, i.e. sex, age, and education)? And given the
personal characteristics and attitudes, how does the regional "entrepreneurial milieu' affect the decision to
start a new business out of unemployment? Based on data from a recent representative survey of the
population in ten German planning regions it is shown that a high degree of risk aversion and lack of
personal contact with a young entrepreneur reduce the probability of starting one's own business.
Furthermore, it turns out that a favourable 'regional entrepreneurial milieu' (proxied by higher levels of
current start-up activity and larger shares of unemployed among the starters in a region) has a positive
effect on the individual propensity to step into self-employment. All these impacts are not only

statistically significant, but economically important, too.
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Tablel: Interregional distribution of selected entrepreneurial activities1

Regi on Share of "nascent Share of unenpl oyed Share of "nascent
entrepreneurs” anong entrepreneurs”
in the popul ation "nascent entrepreneurs” anong unenpl oyed
(percent) (percent) (percent)

Emscher - Li ppe 2.53 9. 89 5.65

K&l n 5. 87 7.87 12. 79

Lineburg 4.25 3.52 4.03

Mai n- Rhon 3.11 4. 44 5.22

M ttel hessen 2.63 3.79 3.08
Mttleres Meckl enburg 1.95 17. 06 3.34
Minchen 4.63 0. 00 0. 00

Schl eswi g-Hol stein Mtte 3.61 6. 09 5.62
Stuttgart 2.92 0. 00 0. 00

West sachsen/ Lei pzi g 2.55 6. 08 1.26
Aver age 3.74 4.20 4.01

Source: Omn cal cul ati ons based on weighted data from the Regi onal Entrepreneurship Mnitor REM Survey 2001
1

For a definition of the groups in see text.



Tablell: Descriptivestatistics1

Al Nascent entrepreneurs G hers

Vari abl e Mean Std. Mean Std. Mean Std. Dev.
Sex (Dummy, 1 = Male) 0. 46 0. 50 0.53 0. 52 0. 46 0. 50
Age (Years) 42.71 11. 86 34. 80 9.33 43.03 11.85
Hi gher education (Dummy, 1 = Yes) 0.23 0.42 0. 40 0.51 0.22 0.42
Fear of failure a reason not to start (Dummy, 1 = Yes) 0.58 0.49 0. 27 0. 46 0.59 0.49
Personal contact with a young entrepreneur (Dumy, 1 = Yes) 0.35 0.48 0.73 0. 46 0.34 0. 47
Regi onal share of nascent entrepeneurs (% 3.05 1.11 3.76 1. 49 3.02 1.08
Regi onal share of unenpl oyment (% 7.11 4.11 5.14 3.04 7.19 4.13
Regi onal share of unenployed in nascent entrepreneurs (% 7.93 5.21 7.93 4.25 7.93 5.25
Nunber of cases 380 15 365

Source: Om cal cul ations based on data fromthe Regional Entrepreneurship Mnitor REM Survey 2001

1 For a detailed definition of the variabl es see text.



Tablelll: Estimation resultsfor determinants of becoming a nascent entr epreneur out of unemploymentl

Model A Model B Model C

Vari abl e Coef f. P>t Coef f . P>| t| Coef f . P> t|
Sex (Dummy, 1 = Male) -0. 0017 0. 995 0. 0483 0. 881 0. 0162 0. 957
Age (Years) -0. 0229 0. 015 -0. 0250 0. 025 -0.0230 0. 025
H gher education (Dumy, 1 = Yes) 0. 3353 0. 230 0. 3635 0.196 0. 2975 0.211
Fear of failure a reason not to start (Dummy, 1 = Yes) -0.5648 0. 073 -0.5932 0. 094 - 0. 5500 0. 086
Personal contact with a young entrepreneur (Dumy, 1 = Yes) 0. 6650 0. 024 0.7310 0. 046 0.6724 0. 037
Regi onal share of nascent entrepeneurs (% 0.2048 0. 004
Regi onal share of unenpl oyment (% -0. 0372 0. 054
Regi onal share of unenpl oyed anbng nascent entrepeneurs (% 0. 0538 0. 008
Regi on Kél n (Dumy, 1 = Yes) 0. 5448 0. 002

Regi on Luneburg (Dummy, 1 = Yes) -0.1152 0. 167

Regi on Mai n- Rhén (Dumry, 1 = Yes) -0. 2256 0. 346

Region Mttel hessen (Dumy, 1 = Yes) 0. 0190 0. 835

Region Mttleres Mecklenburg (Dumy, 1 = Yes) -0.2378 0. 022

Regi on Schl eswi g-Hol stein Mtte (Dummy, 1 = Yes) -0.1174 0. 085

Regi on West sachsen/ Lei pzig (Dummy, 1 = Yes) -0.5489 0. 001

Const ant -1.0528 0. 030 -0. 8990 0. 029 -1.9332 0. 008
Nunber of cases 380 351 380

1 . . . . .
The nodels were estimated by Stata 7 using the programsvyprobit with the region as a cluster.



TablelV: Types of personsfor sjmulationsl

Vari abl e [ Type A B C D
Sex (Dummy, 1 = Male) 1 1 1 1
H gher education (Dummy, 1 = Yes) 1 1 1 1
Fear of failure a reason not to start (Dummy, 1 = Yes) 1 1 0 0
Personal contact with a young entrepreneur (Dumy, 1 = Yes) 1 0 1 0
Regi onal share of nascent entrepeneurs (% 3.05 3.05 3.05 3.05
Regi onal share of unenpl oyment (% 7.11 7.11 7.11 7.11
Regi onal share of unenpl oyed anbng nascent entrepreneurs (% 7.93 7.93 7.93 7.93

1 . L .
For a detailed definition of the variables see text.



Figure 1. Estimated probability for becoming a nascent entrepreneur
Out of unemployment for various types of persons*
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! For adefinition of types of persons see table IV



Figure2: Estimated probability for becoming a nascent entrepreneur out of
unemployment in regions with different shares of nascent entrepreneurs?
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! For adescription of the type of person considered see text



Figure 3. Estimated probability for becoming a nascent entrepreneur out of
unemployment in regions with different rates of unemployment *
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! For adescription of the type of person considered see text



Figure4. Estimated probability for becoming a nascent entrepreneur out of

Pr(Start)

unemployment in regions with different shares of unemployment among
nascent entrepreneurs?
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! For adescription of the type of person considered see text
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