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In 1999 the Global Entrepreneurship Monitor (GEM) program was initiated by Babson College 
and London Business School with sponsorship from the Kauffman Foundation to: 
 

• Measure differences in the level of entrepreneurial activity between countries. 
• Probe for a systematic relationship between entrepreneurship and national economic 

growth. 
• Uncover factors that lead to higher level so of entrepreneurship. 
• Suggest policies that may enhance the national level of entrepreneurial activity. 
 

Data were assembled for each participating country from four basic sources: 1) surveys of over 
a hundred thousand adults; 2) in-depth interviews with almost a thousand national experts on 
entrepreneurship; 3) standardized questionnaires completed by the national experts, and 4) a 
wide selection of standardized national data from such sources as the World Bank, 
International Monetary Fund, United Nations and the like. The 37 countries participating in 
2002 provides a truly global assessment of these issues.  
 
The Kauffman Foundation and the Business Council for the United Nations recently convened 
the first international policy discussion related to these issues at The Entrepreneurial  
Advantage of Nations: The First Annual Global Entrepreneurship Symposium. Held at the 
U.N. Headquarters, the symposium featured various experts who explored the social, financial, 
educational and demographic underpinnings related to the creation and support of national 
entrepreneurial activity.    
 
The enclosed report provide an analysis of one of the four special topics addressed at the 
symposium: patterns of female entrepreneurship, sources of financial support, high-potential 
entrepreneurship, and the prevalence of family-sponsored new ventures. These reports provide 
new and more precise information on these issues, which should enhance the effectiveness of 
relevant government policies. 
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INTRODUCTION 

Since the beginning of the GEM project in 1999, data has shown that the 

participation of women in entrepreneurship is significant, that its range varies 

significantly from country to country, and that, in spite of national variations, women 

participation rates across countries is measurable at about two-thirds that of men.  These 

results suggest that women are influenced by many of the same factors that affect men 

when making entrepreneurial decisions.  On the other hand, the systematically lower rate 

of female participation indicates that some differences also exist.  Unfortunately, the 

nature and causes for these differences are not fully understood. 

The purpose of this on Women in Entrepreneurship is to expand and develop the 

analysis presented in the global report by discussing some of these differences and their 

causes.  Evidence suggests that entrepreneurship contributes in various ways to economic 

development and job creation.  As a result, adult women represent a readily available 

pool of potential entrepreneurial activity that countries may leverage to improve their 

economies.  Moreover, this potential exists among nations in various stages of 

development and with different demographic patterns and labor force conditions.  

In addition to providing valuable information about how to increase the incidence 

of business start-ups, the entrepreneurial behavior of women is also relevant to issues 

related to social equity.  In addition to quantitative results, this report pays particular 

attention to the qualitative aspects of gender differences. 
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WOMEN AND ENTREPRENEURSHIP 

 

The female Total Entrepreneurial Activity (TEA) index measures the percentage 

of women in the labor force who are either actively involved in starting a new business or 

who own/manage a business less than 42 months old.  Figure 1 shows the comparative 

results for men and women in each country.1  Clearly, the participation of women in 

entrepreneurship varies significantly across the 37 GEM 2002 countries, ranging from 0.6 

percent (6 per 1,000) in Japan to 18.5 percent (185 per 1,000) in Thailand.  

 

Figure 1  

 

 

Country-specific characteristics determine the differences in prevalence rates for 

both sexes across countries.  Figure 1 also shows that the differences between men and 
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women are remarkably stable.  There is no country where women are more active than 

men, but there are a few where the differences are not statistically significant such as 

Thailand, China and South Africa.  On average, participation rates for men tend to be 50 

percent higher that those of women.  In addition, the correlation between the overall 

measure of entrepreneurial activity and the overall measure for women entrepreneurial 

activity is 0.96, and the overall level for women correlates 0.88 with the overall level for 

men.  Thus, countries with higher overall and men prevalence rates also have higher 

percentages of women involved in entrepreneurship. 

GEM data also reveal that patterns in entrepreneurial attitudes do not vary from 

country to country and across gender with respect to age.  While it is true that women 

prevalence rates are systematically lower than those of men, the distribution of women 

entrepreneurial involvement across age brackets follows that of men.  For both men and 

women, for example, the peak years to become involved in entrepreneurial activities are 

ages 25-34.  Those ages 35-44 are next, followed closely by the 19-24 age group.  Those 

over 55 have the lowest rate of entrepreneurship. 

 Overall, men are 50 percent more likely than women to start a new business: 13.9 

percent of men become entrepreneurs compared to only 8.9 percent of women.  The same 

pattern is found when the prevalence rates of 

“nascent firms,” “new firms” and “opportunity entrepreneurship” are considered.  

Nascent firms describe individuals who have committed resources to the creation of a 

new business but have not paid salaries for more than three months.  New firms describe 

individuals who have been active as owner-managers for less than 42 months but have 

paid salaries for more than three months. 
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Finally, opportunity entrepreneurship estimates the number of people who choose 

to start their own business as one of several desirable career options.  According to the 

data, 9.3 percent of men become opportunity entrepreneurs while only 4.9 percent of 

women decide to choose this career path.  This ratio of male-to-female entrepreneurship 

changes sharply, however, when “necessity entrepreneurship” is considered.  

Necessity entrepreneurship estimates the number of people who start their own 

business because other employment options are either absent or unsatisfactory.  In this 

category, the numbers of men and women are about the same regardless of age, with 4.2 

percent of men and 3.8 percent of women fitting this description..  In fact, self-

employment and home-based work have expanded opportunities for women's 

participation in the labor force in recent years, trends that are characterized by lack of 

security, lack of benefits and low income.  This observation suggests that 

entrepreneurship may represent for women an important means to circumvent 

unemployment and, in some countries, a way out of poverty. 

 

A FRAMEWORK FOR UNDERSTANDING FEMALE ENTREPRENEURSHIP 

Entrepreneurship is clearly a complex and multifaceted phenomenon.  Changes in 

the economy and the restructuring of labor markets in terms of employee qualifications, 

nature of the work contents and work contracts have raised the profile and importance of 

entrepreneurship within the global economy.  Despite the rapid growth of women in 

professional and managerial jobs, the gender gap in entrepreneurship remains significant. 
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Women are still less likely to start new businesses than men, although the discrepancy 

seems to be declining.2  

Clearly, female entrepreneurship is a cross-cultural phenomenon with culture-

specific aspects.  As a result, understanding it has two different, though related, 

components.  

First, there are variables that influence entrepreneurial behavior across countries 

and across gender.  These variables are universal determinants of entrepreneurial 

behavior, although they may have gender specific effects.  In other words, they influence 

both sexes but not necessarily in the same way or with the same intensity.  For example, 

the stability of the ratio of female-to-male entrepreneurship, and the stability of 

prevalence rates for different age groups, both indicate that women and men are 

influenced by many of the same variables when making entrepreneurial decisions. 

However, the fact that male entrepreneurship rates are systematically and significantly 

higher than female entrepreneurship rates indicates an asymmetry of universal factors 

across the sexes that may cause men and women to behave differently with respect to 

entrepreneurship.  

Second, there are aspects of entrepreneurial behavior that are country specific. 

Indeed, the differences in entrepreneurship prevalence rates across countries shown in 

Figure 1 suggest that entrepreneurial attitudes are influenced by country-specific factors. 

Unfortunately, a detailed study of country specific variables is beyond the scope of this 

report.  Nevertheless, some clear differences in country and gender specific variables 

exist for groups of countries with similar income levels.  
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The 37 countries in the sample can be divided into two groups: high income 

countries and low income countries.  The break at US$18,000 per year (in 1999) is 

justified by a major gap in the distribution of per capita annual income between 

US$15,860 to US$19,160.3 The purpose of this report is to identify what universal 

variables are most significant for female entrepreneurship and how their influence varies 

between high income and low income countries. 

 

FACTORS INFLUENCING FEMALE ENTREPRENEURSHIP 

 

In spite of the growing number of female entrepreneurs, the share of female 

entrepreneurship is still significantly low when compared to their participation rate.  For 

example, female entrepreneurs account for approximately 30 percent of the total number 

of entrepreneurs in the Western world, whereas more than 40 percent of employees are 

female.4  Thus, it is important to understand what factors may favor or hinder female 

entrepreneurship, such as the combination of social and economic responsibilities and the 

consequences of these specific barriers.  

There are several variables that are important in influencing the level of female 

entrepreneurship across countries.  Table 1 shows the correlations between a set of 

relevant variables and overall TEA, TEA opportunity, and TEA necessity for both men 

and women in high and low income countries. 
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Table 1  

Table 1: Correlations Between Entrepreneurial Activity and Selected Factors Believed to Affect 
Women’s Participation in Entrepreneurship 

 Women 
TEA 

Overall 

Women 
TEA 

Opportunity 

Women 
TEA 

Necessity 

Men 
TEA 

Overall 

Men TEA 
Opportunity 

Men TEA 
Necessity 

High Per Capita Income Countries (More than $18,000/yr) 

DEMOGRAPHIC ENVIRONMENT AND FAMILY STRUCTURE 

Population growth: 
1996-2002 

0.06 0.09 0.21 0.25 0.22 0.46* 

LITERACY AND EDUCATION 

Female illiteracy rate n/a n/a n/a n/a n/a n/a 
Socio-Economic Environment 
Unofficial economy as 
% of GDP  

-0.19 -0.38 0.16 -0.14 -0.22 -0.30 

Social security as % of 
GDP 
 

-0.46* -0.49* -0.32 -0.50* -0.50* -0.54* 

Labor Force and Employment 
Female current 
unemployment  

-0.11 -0.24 -0.01 -0.24 -0.31 -0.42* 

Female long term 
unemployment  

-0.3 -0.47* 0.07 -0.34 -0.44* -0.38 

Female/male labor force 
participation ratio 

0.12 0.22 -0.42* 0.04 0.11 -0.29 

Employment by Sectors and Economic Growth 
% Women in public 
agency management  

0.37 0.43* 0.04 0.15 0.24 -0.10 

% Women in private 
management  

0.52** 0.31 0.51** 0.39 0.32 -0.24 

% Women work in 
agriculture  

-0.09 -0.23 -0.14 -0.14 -0.20 -0.28 

% Women work in 
industry  

-0.42* -0.50* 0.12 -0.27 -0.40 -0.14 

% Women work in 
services  

0.42* 0.52* -0.02 0.32 0.37 0.28 
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Table 1 continued 
 Women 

TEA 
Overall 

Women 
TEA 

Opportunity 

Women 
TEA 

Necessity 

Men 
TEA 

Overall 

Men TEA 
Opportunity 

Men 
TEA 

Necessity 
Low Per Capita Income Countries (More than $18,000/yr) 

DEMOGRAPHIC ENVIRONMENT AND FAMILY STRUCTURE 

Population growth: 1996-
2002 

0.63**  0.50** 0.49** 0.77*** 0.76*** 0.49* 

LITERACY AND EDUCATION 

Female illiteracy rate 0.49*  0.34 0.49* 0.45* 0.51* 0.24 
Socio-Economic Environment 
Unofficial economy as % 
of GDP  

0.18  0.17 0.11 0.17 0.11 0.18 

Social security as % of 
GDP 
 

-0.42**  -0.42 -0.19 -0.47* -0.56* -0.14 

Labor Force and Employment 
Female current 
unemployment  

-0.58*  -0.51*   -0.35  -0.56*  -0.57*   -0.31 

Female long term 
unemployment  

-0.64* 
 

-0.55  
 

-0.72*  
 

-0.58  
 

-0.55  
 

-0.48 
 

Female/male labor force 
participation ratio 

-0.34 -0.05  -0.54*   -0.47*  -0.32  -0.55* 

Employment by Sectors and Economic Growth 
% Women in public 
agency management  

-0.2  -0.23  -0.07  -0.13  -0.15  -0.02 

% Women in private 
management  

-0.36  -0.22  -0.42  -0.58*  * -0.46  -0.56* 

% Women work in 
agriculture  

0.52*  0.68*  0.04  0.15  0.25  -0.06 

% Women work in 
industry  

-0.47 -0.29  -0.56*  -0.55*  -0.46  -0.52* 

% Women work in 
services  

-0.28  -0.49*   0.2  0.09  -0.03  0.27 

Statistical significance: * <0.05, ** ,<0.01, ***<0.001.
Source: Reynolds, P.D., Bygrave, W.D., Autio, E., Cox, L.W., and Hay, M., Global Entrepreneurship Monitor: 2002 Executive Report. Ewing Marion Kauffman 

Foundation, Kansas City, MO. 

 

 

 

 



 11

Demographic Environment and Family Structure 

Table 1 shows that, statistically, population growth from 1996 to 2002 has a 

marginally significant correlation with men engaged in necessity entrepreneurship among 

developed countries.  In contrast, population growth over the same period  has a strong 

positive relationship with all six measures of entrepreneurial activity among low income 

countries.  Thus, in low income countries, population growth is associated with higher 

levels of entrepreneurial activity for both men and women.  Across genders, the increase 

in demand resulting from the growing population generates more entrepreneurial 

opportunities while, at the same time, competition for jobs is likely to push more people 

into necessity entrepreneurship.  For women, in particular, the relatively high 

involvement in necessity entrepreneurship may indicate that self-employment is used as a 

way to circumvent institutional and cultural constraints with respect to female 

employment, as well as a way to provide supplemental family income.  It is surprising, 

for example, that more female entrepreneurship is found in low-income countries that 

traditionally have higher birth rates.  In general, women are marrying later, but more than 

a quarter of women ages 15-19 are married in developing regions.5  Although birth rates 

continue to decline in all regions of the world, they remain high in many poor countries 

while births to unmarried women have increased dramatically in high income regions.  

One would expect the presence of more children to reduce women’s ability to 

enter the labor force, whether through dependent work or through self-employment as 

entrepreneurs.  Surprisingly, GEM results show that women – and men – are more likely 

to engage in entrepreneurial activities during the age period in which women are more 

likely to rear children.  This is in stark contrast to the traditional model of specialization 
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of gender roles within the household.  For example, Organization for Economic 

Cooperation and Development data show that the impact of parenthood on employment 

rates works in opposite directions for women and men: while female work rates generally 

decrease as the number of children rises, male work rates increase. 6  Thus, it appears that 

the patterns of female self-employment and dependent work in low income countries 

diverge significantly from each other, with self-employment often being the path into the 

labor force and out of poverty.  

The law and customs of marriage also influence whether women will become 

entrepreneurs.7  Informal unions are common in developed regions and in some countries 

of the developing regions.  More people are living alone in the developed regions and the 

majority are women.  In many high income countries, more than half of mothers with 

children under age three are employed.8   

Just as male and female entrepreneurs tend to face very different business 

obstacles, they experience different domestic demands, as well.  Women are entering the 

workforce and starting new businesses at an increasing rate, but they are still more likely 

to be the primary parent, emotional nurturer and housekeeper.  The greater parenting 

responsibilities of women may help to explain the relatively high levels of female 

entrepreneurship in low income countries.  Employers in poorer countries are less likely 

to provide childcare.  More generally, they are less likely to provide a work place and a 

set of work practices that allow a woman to both perform adequately on the job and care 

adequately for her children.  As a result, women in low income countries have a strong 

incentive to create their own work environments that are compatible with child rearing. 
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This tendency is strengthened by the typically lower degree of involvement in childcare 

by fathers in poorer countries. 

 Finally, in addition to immediate family, both male and female entrepreneurs rely 

on social networks for access to resources within the community or industry.  In many 

low income countries, however, these networks operate quite differently with respect to 

gender.  Women in low income countries often have significantly smaller networks and 

less geographical mobility than men.  As a result, they construct relatively personal but 

strong networks that allow them to partially substitute personal network relations for 

formal contracts.  The location of the entrepreneur within the larger community is 

important because it affects her ability to acquire resources.  Similarly, the strength of the 

relationship with contacts is important because it determines the entrepreneur’s ability to 

employ the resources available in her community.  These considerations show that, while 

social networks are a universal phenomenon in the study of entrepreneurship, these 

networks operate differently in different social contexts for men and women and for 

women in different cultures.  

 

Literacy and Education 

The development of complex organizations, as well as the introduction of 

sophisticated technology, means that economic growth and improvements in welfare 

depend on the degree of literacy and educational attainment of a country’s population. 

Across all countries, employment rates are much higher, and the gender gap lower, 

among women with some college experience than among less educated women.9  Higher 

education is likely to give women access to more interesting and better-paid occupations.  
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There is probably also a self-selection effect whereby the women who are most interested 

in working will spend more time and effort to obtain higher qualifications than women 

who are less interested.  

Overall, the gender gap in primary and secondary schooling is closing, although 

women still lag behind men in some countries of Africa and Southern Asia.10  Women 

have also made significant gains in higher-education enrollment in most regions of the 

world.  In the majority of high income countries, the female labor force has a greater 

tendency to attain tertiary education than the male labor force.  Also in high income 

countries, more women than men lack the basic literacy and computer skills needed to 

enter "new media" professions, but women represent a rapidly increasing share of 

Internet users.  

At the lower end of the education spectrum, data confirm that women are more 

likely than men to have less than one year of education when measured against both labor 

force and population.11  Two-thirds of the world's 876 million illiterates are women, and 

the number of illiterates is not expected to decrease significantly in the next 20 years.12  

 While not a labor market indicator in itself, the illiteracy rate of a population may 

be a useful proxy for the extent of basic educational attainment of the potential labor 

force.  Women's limited access to educational opportunities is reflected in higher 

worldwide female illiteracy rates.  Fortunately, even in economies where the gaps are 

greatest, they have been diminishing over the past 10 or more years, due mainly to 

increased literacy among women. 

Table 1 shows that the level of female illiteracy has a strong positive impact on all 

entrepreneurship for both men and women in low income countries.  Entrepreneurial 
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activity is highest in countries where more of the female population cannot read and 

write.  However, previous assessments make clear that it is not the illiterate that are 

starting the businesses in these countries, but those with the education and skills to 

exploit profit opportunities.  These puzzling facts might be explained by considering the 

type of organization that can use illiterate workers profitably.  Illiterate women are less 

able to perform in large well-established businesses whose work rules may be difficult 

for them to understand and obey.  Literate entrepreneurs, however, can employ such 

women profitably by creating small organizations with a more personal approach to 

managing work.  In such an environment, we would expect to see a relatively large 

number of small start-ups each year.  This explanation, however, has not been tested with 

data. 

 

Socio-Economic Environment 

In general, auspicious economic conditions favor the participation of women in 

labor markets and should be positively correlated to the level of female entrepreneurship. 

GEM 2002 data show, for both men and women, no statistically significant relationship 

between the proportion of unofficial economic activity and entrepreneurial activity for 

either high income or low income countries.  The two correlations may be spurious as 

indicated by the lack of statistical significance.  It is interesting to note, however, that 

they have opposite signs.   

In high income countries, the correlation is negative.  This evidence is consistent 

with previous GEM findings that, across genders and countries, transparency and 

entitlement are identified as among the most important variables encouraging 
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entrepreneurial behavior.13  In low income countries, on the other hand, the relationship 

between the size of the unofficial economy and entrepreneurial activity is positive. 

Perhaps, as in the case of population growth, self-employment is the path into the labor 

force and out of poverty.  

In addition, the proportion of welfare payments, as a percent of GDP, has a 

negative correlation for both high and low income countries and both men and women.  

In other words, greater economic security is associated with less opportunity and 

necessity entrepreneurship.  The effect of this variable is stronger on men than women, 

particularly in high income countries.  Indeed, differences here in employment rates of 

women and men are due in part to variation in the extent of labor market integration of 

mothers.  In these countries, parenthood is also associated with a higher incidence of part-

time work among mothers.  The availability and quality of maternity support, for 

example, encourages women to shy away from entrepreneurial activity.14 

Finally, an important variable for the level of female entrepreneurship is the 

availability of financing.  The profiles of female and male entrepreneurs differ in several 

ways. Among other things, gender differences are associated with levels of education, 

years of previous experience, sectors and types of industries in which businesses are 

started, and the family roles.  Even after correcting for these differences, the size and 

composition of start-up capital show that female entrepreneurs have a smaller amount of 

start-up capital, a smaller proportion of equity and a higher proportion of bank loans.15 

The smaller amount of financial capital can be attributed to a lack of confidence in their 

own entrepreneurial capabilities, which discourages female entrepreneurs from starting 

with a large amount of financial capital.  The smaller proportion of equity can be 
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attributed to female entrepreneurs having less personal resources they can use to finance 

their businesses.  

The higher proportion of bank loans, on the other hand, may be due to the fact 

that women business owners tend to tread more carefully, taking into account personal 

and business risks, whereas men plan to expand more rapidly.  The issue of external 

financing is particularly relevant for high income countries, where increasing numbers of 

women are beginning to start more technological – and therefore more capital intensive –

businesses.  Venture capitalists expect a funded venture to grow rapidly in term of sales 

and profits so that the venture capital firm can exit within five years and benefit from the 

risk taken.  Such a strategy clearly does not fit with women’s more conservative approach 

to growth.  Some evidence, however, is starting to emerge suggesting that women-owned 

businesses are beginning to attract venture capital in some selective industries.  This is 

occurring despite the fact that women themselves may choose not to seek venture capital 

because the terms of rapid growth and expansion may be contrary to their strategic 

planning.16  

 

Labor Force and Employment 

GEM 2002 data show a negative correlation between female entrepreneurial 

activity and both current and long-term levels of female unemployment.  The results are 

particularly strong and statistically significant for low income countries.  Higher levels of 

unemployment for both men and women are most likely associated with a reduction in 

the demand for goods and services.  This decline reduces the opportunities and expected 

profits for potential new firms thereby discouraging the rate of new business formation.  
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 Regardless of the unemployment rate, the ratio of women to men participating in 

the labor force is a measure of gender equality with respect to dependent labor.  This 

measure ranges from about 1.0 in countries where the same proportion of women and 

men work, such as the Scandinavian countries, to about 0.5 in many developing countries 

such as Brazil, India, and Mexico. In low income countries, the correlations between the 

ratio of women to men in the labor force and all measures of entrepreneurial activity are 

negative.  In other words, the entrepreneurial activity of women declines when they have 

more access to paid employment.  Not surprisingly, the correlation is much stronger and 

statistically significant for necessity entrepreneurship.  

In high income countries, the correlations between opportunity and necessity 

entrepreneurship and the female-to-male labor force participation rate have opposite signs 

for both men and women.  Here, the female to male participation rate in the traditional 

labor force is positively related to opportunity entrepreneurship.  The same ratio is 

negatively related to necessity entrepreneurship.  These correlations suggest that, in high 

income countries, different processes lead to opportunity and necessity entrepreneurship, 

and that these two types of entrepreneurship reflect different causal mechanisms.   

 

Gender and Organizational Forms 

In addition to issues related to women’s ability and willingness to create new 

businesses, concern exists about the survival and growth rates of female-owned 

businesses.  The growth issue is particularly important in high income countries where 

women are increasingly starting technology-based businesses.  



 19

Studies comparing the performance of male and female-owned firms show that 

businesses headed by women tend to be smaller and grow more slowly than those headed 

by men.  Normally, the smaller size and slower growth rates are perceived as problems.  

It is assumed that women would want to expand their businesses if they could.  This 

perception has important consequences for female entrepreneurship, as women may have 

a harder time in obtaining external financing and credibility as business owners and 

managers.  

Indeed, self-employed women still face disadvantages relative to self-employed 

men due to gender-specific barriers associated with education, child rearing, and the 

workplace.  Additional barriers include socialization practices, family roles, and the 

possible lack of business contacts.  Disadvantages experienced by women in all these 

areas are widely believed to result in higher failure rates and lower growth rates for 

women’s businesses.  

Recent findings, however, challenge the conventional wisdom regarding women’s 

“inferiority” in entrepreneurship and show that women-owned businesses are no more 

likely to fail than men-owned ventures.17  Moreover, studies have found that the 

determinants of survival and success operate in much the same way for men and women, 

suggesting that the processes underlying small business performance are similar 

regardless of gender.  

 An increasing number of scholars believe that the growth of a business is, at least 

in part, determined by the entrepreneur’s motivations.18  Although male and female 

entrepreneurs seem equally likely to desire business growth, there appear to be important 

differences with respect to desired methods of expansion.  In particular, female 
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entrepreneurs are more likely to establish maximum thresholds for business growth, 

which tend to be smaller than those set by their male counterparts.   

Accumulating evidence also suggests that gender differences with respect to 

growth depend on different managerial styles.  Women forge long-term relationships 

based on effective ties.  Men, by contrast, tend to form short-term relationships based on 

mutual interest.19  Also, women form relatively egalitarian coalitions, while men forge 

relatively hierarchical coalitions.  These differences may be a product of socialization. 

Whatever the reason, differences between the organizations created by men and women 

create a corresponding difference between the optimal sizes of their organizations.  The 

male hierarchical structure  allows for organizations that effectively monitor large 

numbers and permits the rapid dispersal of information from the top to the lower levels of 

the hierarchy.  This advantage is countered by the difficulty of transmitting information 

up from the bottom to the top.  The relatively weak ties of male organizations prevent 

participants from focusing on organizational goals.  The stronger ties of female 

organizations reduce the need for monitoring and for systems of explicit incentives.  On 

the other hand, the weak ties of male organizations allow them to draw on a larger 

number of information sources and thus to respond to a larger number of changes in the 

organization’s environment.  This analysis suggests that male and female entrepreneurs 

will differ in the value attached to business expansion.   

 

Employment by Sectors and Economic Growth  

 Men have greater proportion of their employment in industry compared to 

women.  In general, high income and transition economies have higher percentages of 
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men than women in agricultural production.  Men also outnumber women in 

manufacturing in most economies.  In contrast, women's numbers are more likely to 

exceed men's in the services sector, which includes education, social services and 

household services such as domestic work.20.  

 Women and men differ with respect to start-up motivations.  As a result, they may 

end up starting different kinds of businesses in different industries.21   For example, 

businesses owned by women tend to concentrate on sectors with low growth rates (retail, 

service, etc.).22  In addition to the proportion of women in the labor force, both the 

distribution of female employment across sectors and the participation of women in 

managerial positions are correlated to the level of female entrepreneurship.  Their effects, 

however, differ between high and low income countries.  

In high income countries, the percentage of women in public and private 

managerial positions is positively correlated to opportunity entrepreneurship.  This is 

probably because women in managerial positions acquire a variety of skills and provide a 

pool of potential opportunity entrepreneurs.  Female opportunity entrepreneurship in high 

income nations is also negatively correlated to the number of women working in industry 

but positively related to the number of women working in the service sector. The 

negative correlation between female opportunity entrepreneurship and women in industry 

suggests that work in industry diverts women from exploiting opportunities.  The strong 

positive correlation between female opportunity entrepreneurship and women in services, 

on the other hand, suggests that the service sector may be the source of entrepreneurial 

opportunities for women. 
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 On the other hand, the percentage of women in public and private managerial 

positions in low income countries is negatively correlated to opportunity 

entrepreneurship, although the correlation is not statistically significant.  While this 

finding is ambiguous, it suggests the possibility that managerial jobs may be more 

attractive for highly skilled women than entrepreneurial opportunities.  Also, female 

entrepreneurship – particularly female opportunity entrepreneurship – is positively 

related to the proportion of women participating in agriculture.  This suggests that the 

agricultural sector may be the source of entrepreneurial opportunities for women in these 

countries.  In addition, there is a very strong negative correlation between female 

necessity entrepreneurship and women in industry.  This suggests that work in industry is 

preferred to necessity entrepreneurship, just as one might have expected. 

Finally, a strong negative correlation exists between female opportunity 

entrepreneurship and women in services.  This suggests that work in services is preferred 

to opportunity entrepreneurship, which may be related to a lower risk tolerance among 

women. 

 These observations support the claim that, for women, entrepreneurship is a 

journey out of poverty and toward equality –  a journey that sees them employed in 

agriculture, then as necessity entrepreneurs in agriculture, then employed in industry, 

then employed in services and, finally, as opportunity entrepreneurs.  Most important, the 

women’s journey mirrors the transformation of nations from low to high income 

countries. 
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POLICY IMPLICATIONS 

 

 Evidence suggests that entrepreneurship contributes in various ways to economic 

development and job creation. From a public policy perspective, promoting the 

entrepreneurial dynamic of a country should be an integral element of any government 

attempt to boost economic prosperity. GEM data show that individuals between 25 and 

34 years of age are more likely to be involved in starting a new business. Thus, adult 

women represent a readily available pool of potential entrepreneurial activity that 

countries in various stages of development, different demographic patterns and different 

labor force conditions may leverage to improve their economies.  

Women’s entrepreneurship is expanding around the world. Studies have shown 

that women-owned businesses comprise between one-quarter and one-third of businesses 

in the formal economy and are likely to play an even greater role in informal sectors.23 

GEM data show that the likelihood of starting a new business is significantly higher 

among women who perceive themselves as having the necessary skills and knowledge 

than it is among women perceiving themselves as lacking such skills.24 This result places 

great emphasis on individual awareness and perception processes and points out the 

importance of local social norms.  

Overall, the findings presented in this report suggest that differences in 

entrepreneurial behavior across genders result in part from differences in personal 

preferences and in the human capital accumulated by men and women. Supply-side 

factors such as heterogeneous endowments and the preferences and constraints faced by 

workers, and demand-side factors such as the rational preferences expressed by investors 
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and markets, determine the entrepreneurial environment within which women and men 

receive incentives to make different decisions about entrepreneurship. This interpretation 

implies that governments should address factors such as education, training and family-

work reconciliation. In other words, policies should create and guarantee the existence of 

underlying conditions favorable to an entrepreneurial environment rather than as active 

promoters of start-up activities. Transparency, the rule of law, and well-defined property 

rights promote productive entrepreneurship in all times and places.25  

Clearly, this is not to deny that, especially in certain countries, gender 

discrimination exists and plays a significant role in the occupational segregation of 

women. Thus, policy should also promote equal opportunity. Female entrepreneurs do 

not act in a vacuum. Embeddedness is particularly important for female entrepreneurship 

since women’s entrepreneurial behavior is deeply molded by family structure and social 

ties in both high and low income countries. If female entrepreneurship is embedded 

differently in different countries, then a program or policy that is successful in one 

country may fail in another country. The different cultural context may produce a 

different policy outcome.  

Also, the finding that women entrepreneurs are more likely to establish maximum 

business size thresholds beyond which they prefer not to expand has important 

implications for policy makers, financial providers, researchers and entrepreneurs. 

Government programs designed to increase the size and/or growth rate of female-owned 

firms may not achieve the expected level of demand and may be considered 

unsatisfactory by participators if they do not explicitly address women’s expansion 

concerns. The desire expressed by female entrepreneurs about not letting growth get “out 
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of control” also has important implications for financial capital providers. For example, 

some types of intermediaries and investors might view women as better financial risks, 

given their more cautious attitudes toward growth. 

Overall, policy coordination is a vital principle in the design of policies regarding 

female entrepreneurship as, indeed, in all areas. The principle of policy coordination is 

that policy in any area of government activity should be coordinated with the goal of 

promoting female entrepreneurship and that policies promoting female entrepreneurship 

should be coordinated with the other goals of government policy. Policy coordination can 

even be more important that the goal of promoting female entrepreneurship. This report 

has noted the correlation between female entrepreneurship and economic growth. It does 

not follow from this correlation, however, that every policy promoting female 

entrepreneurship is a good thing. A policy that reduces the barriers to women in the 

dependent-labor market is likely to benefit both female workers and the overall economy.  

It is also likely to reduce necessity entrepreneurship and, in some countries, opportunity 

entrepreneurship. The goal of promoting female entrepreneurship must be weighed 

against other ends of policy. The design of policy in other areas should consider the 

effects of policy on a woman’s incentive to found a new enterprise. This need for policy 

coordination may be greatest with regard to programs of social welfare. For example, a 

program to require large employers to provide childcare facilities might encourage 

women to choose dependent work in large enterprises over founding a new venture. Such 

a policy might produce an undesirable decline in female entrepreneurship. A government 

that adopts the principle of policy coordination is more likely to find ways to promote 
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policy goals such as providing childcare assistance that have little or no negative impact 

on female entrepreneurship.   

 

CONCLUSION 

 

The participation of women in entrepreneurship varies significantly across the 37 

GEM 2002 countries.  This report provides an overview of important issues related to 

female entrepreneurship and offers the following observations: 

• Despite the rapid growth of women in professional and managerial jobs, the 

gender gap in entrepreneurship remains significant.  On average, men are 50 

percent more likely than women to become entrepreneurs.  

• In low income countries, population growth and female illiteracy are 

associated with higher levels of entrepreneurial activity for both men and 

women.  Conversely, economic security – in the form of welfare payments or 

stable employment – appears to discourage entrepreneurship across gender in 

both high and low income countries.  

• Compared to men, women entrepreneurs use smaller amounts of start-up 

capital, smaller proportion of equities, and more bank loans.  Also, women-

owned businesses tend to be smaller and to grow more slowly than those owned 

by men, suggesting gender-based differences in the value attached to business 

expansion.   

• Finally, the distribution of female employment across sectors and the 

participation of women in managerial positions are also correlated to the level of 



 27

female entrepreneurship, although their effects differ.  In high income countries 

the percentage of women in public and private managerial positions is positively 

correlated to opportunity entrepreneurship, whereas in low income countries the 

correlation is negative.  

The preceding observations support the claim that for women entrepreneurship is 

a journey out of poverty and toward equality.  More important, the movement of women 

from spectators to protagonists in the economic arena mirrors the transformation of 

nations from low to high income countries.  Thus, in addition to providing valuable 

information about how to increase the incidence of business start-ups, the entrepreneurial 

behavior of women is shown to be relevant for issue related to social equity.  

GEM aims to create a framework within which alternative government policies 

may be analyzed.  The policy propositions outlined earlier constitute only the first step in 

constructing a comprehensive policy framework for female entrepreneurship.  Across the 

globe, generations of women from very different backgrounds show very encouraging 

signs of entrepreneurial spirit.  It is to be hoped that governments at all levels will work 

to provide an environment in which this spirit may flourish.
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