
ISSN 1847-0408



Published by:
Josip Juraj Strossmayer University of Osijek, Faculty of Economics in Osijek Croatia,
Postgraduate Doctoral Study Program in Management
Hochschule Pforzheim University

For the Publisher:
Ulrich Jautz, Ph.D., Dean, Germany
Vladimir Cini, Ph.D., Dean, Croatia

Editors:
Urban Bacher, Ph.D., Pforzheim University, Business School, Germany
Dražen Barković, Ph.D., Faculty of Economics in Osijek, Croatia
Karl – Heinz Dernoscheg, Ph.D., International Business School Styria, Austria
Maja Lamza - Maronić, Ph.D., Faculty of Economics in Osijek, Croatia
Branko Matić, Ph.D., Faculty of Economics in Osijek, Croatia
Norbert Pap, Ph.D., University of Pecs, Hungary
Bodo Runzheimer, Ph.D., Pforzheim University, Business School, Germany

Technical editor:
Jerko Glavaš, Ph.D., Editor, Faculty of Economics in Osijek, Croatia

Design and print:
Krešimir Rezo, graf.ing.
Krešendo, Osijek

ISSN 1847-0408
Previous proceedings are indexed in:  Web of Science, EBSCOhost, RePEc, EconPapers, Socionet



Program Committee: 
Mate Babić, Ph.D., University of Zagreb, Faculty of Economics in Zagreb, Croatia
Heinrich Badura, Ph.D., President, Schlesischen Universität Katowice, Poland
Luka Burilović, President of Croatian Chamber of Economic
Firouz Gahvari, Ph.D., University of Illinois at Urbana-Campaign, Department of Economics, USA
Gunther Gottlieb, Ph.D., University of Augsburg, Germany
Rupert Huth, Ph.D., Pforzheim University, Business School, Germany
Zoran Jašić, Ph.D., Former Ambassador of the Republic of Croatia to the Republic of Austria
Zlatko Kramarić, Ph.D., Ambassador of the Republic of Croatia to the  Republic of Macedonia
Ulrich Jautz, Ph.D., Pforzheim University, Business School, Germany
Željko Turkalj, Ph.D., Rector, University of Osijek, Croatia
Mladen Vedriš, Ph.D., University of Zagreb, Faculty of Law, Croatia

Organizational Committee:
Ivana Barković Bojanić, Ph.D., President
Jerko Glavaš, Ph.D., Vice President
Antun Biloš, Ph.D. 
Boris Crnković, Ph.D.
Nataša Drvenkar, Ph.D.
Aleksandar Erceg, Ph.D.
Ivan Kelić, Ph.D.
Davorin Turkalj, Ph.D.
Tin Horvatin, mag.oec.



577

IN
T

E
R

D
IS

C
IP

L
IN

A
R

Y
 M

A
N

A
G

E
M

E
N

T
 R

E
S

E
A

R
C

H
 X

III

 SELFEMPLOYMENT: PERSONAL 
CHARACTERISTICS OF THE SELF
EMPLOYED AND IMPACT ON 
ECONOMIC GROWTH

Dunja ŠKALAMERA–ALILOVIĆ, Ph.D.
Associate Professor, Faculty of Economics, 
University of Rijeka, Croatia

dunja.skalamera-alilovic@efri.hr 

Andrea ARBULA BLECICH, Ph.D.
Postdoctoral Research Assistant, Faculty of Economics, 
University of Rijeka, Croatia 

andrea.arbula.blecich@efri.hr 

Kristijan BLAŽEKOVIĆ, mag.oec.
Faculty of Economics, University of Rijeka, Croatia

kblaze41@net.hr

Abstract

Self-employment is one of the key elements for the restructuring of the labor 
market and the economic recovery. Th is paper observes self-employed persons 
as part of the labor force with the aim to determine their similarity with en-
trepreneurs and employed persons, but also their specifi cs that make them a 
distinctive category. Self-employment is analyzed at the level of an individual 
based on its personal characteristics as well as a macroeconomic phenomenon. 
Self-employment is infl uenced by two groups of factors: “push” (self-employ-
ment as an escape from unemployment) and “pull” (self-employment, which 
resembles the entrepreneurship). Th e results indicate that self-employment is 
more common among older people, men, in agriculture and among people 
without the necessary qualifi cations for running a sustainable business. While 

*   Th is work has been supported by the University of Rijeka under the project number 13.02.1.2.09.
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. the EU underlines self-employment as a driver of the economy and as solu-
tion for unemployment in the vulnerable groups of the labor market, the paper 
shows that self-employment decreases at the EU level. In most countries, the 
dynamics of self-employment is infl uenced by the “push” factors, especially dur-
ing the recession, which greatly aff ects unemployment. It is concluded that self-
employment, in most EU countries, is a result of the discrimination in the labor 
market and the inability to create new jobs, rather than being a voluntary deci-
sion based on a perceived business opportunity. Th e analysis has shown that 
self-employment does not have a positive impact on macroeconomic indicators. 
Furthermore, it has a weak role in the creation of jobs due to the low share of 
self-employed who act as employers.

Keywords: self-employment, unemployment, business cycle, “push” and “pull” 
factors

JEL Classifi cation: J21, J71

1. INTRODUCTION

Global trends such as globalization, technology advancement and global re-
cession led to the disappearance of demand for certain professions with simulta-
neous problems in the private sector for the creation of new ones. Th e resulting 
disturbances in the labor market caused high levels of unemployment. Th ere-
fore, the policy makers of the labor market emphasize the need for its recovery 
and adjustment to the new requirements. Th e promotion of entrepreneurship 
and self-employment is an important part of European, regional and national 
policies because of the belief in their potential to create jobs, increase innova-
tion, provide opportunities to unemployed and encourage vulnerable groups 
of the society to participate in the labor market. Th e single market of capital, 
goods and services in the EU as well as the digital market have signifi cant roles 
in the development of entrepreneurship and self-employment. Nevertheless, 
the question is to what extent the labor market and social policies contribute to 
job creation and economic growth through self-employment and entrepreneur-
ship. Th e high unemployment rate is a major economic and social concern, both 
in the EU, and in Croatia. Th is study observes the dynamics and characteristics 
of self-employment in the EU as well as the success of self-employment as a 
measure for reducing unemployment. According to the economic theory, more 
entrepreneurship and self-employment have positive eff ects on the economic 
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growth through new jobs and a positive competition environment. Th e aim of 
this paper is to explore the characteristics of the self-employed and determine 
the connections of self-employment to the macroeconomic business cycle.

 2.  PERSONAL CHARACTERISTICS OF THE SELF
EMPLOYED

.. The fundamental determinants of self-employment

Measuring self-employment is very diffi  cult because the boundaries between 
self-employment and employment as well as between paid and unpaid work are 
still unclear. Simply put, there are two types of employees, and two types of 
contracts: employees and self-employed. Th e main diff erence between them is 
that employees earn by working for the employer, while self-employed work on 
their own, for their own account, and they also can employ. 

In the modern empirical research of self-employment, business ownership 
and entrepreneurship are used as synonyms for defi ning people who work on 
their own account and risk. Such a defi nition of self-employment makes it very 
heterogeneous, which creates diffi  culties in monitoring its dynamics through 
time and comparing the data between the countries (Toivanen, Mellner and 
Vinberg, 2014: 22).

Despite all the national diff erences in defi ning and understanding of self-
employment at the EU level, further dimensions of self-employment are de-
fi ned as (Eurofound, 2010: 15):

1.  Investment of own capital

2.  Autonomy in the labor market

3.  Responsibility and control over its own work

4.  Presence of the employee.

Based on these four criteria, it is possible to identify fi ve basic categories of 
self-employed (Eurofound, 2010: 15):

1.   Entrepreneurs - they operate their business with the help of their workers.

2.   Traditional freelancers - they must meet certain requirements, regulations 
and mandatory rules of the profession and often take an exam in order to 
be listed in public registers and carry out their activities independently or 
in cooperation with other professionals or limited number of employees.



580

 D
u

n
ja

 Š
k

a
la

m
e

ra
–

A
lil

o
v

ić
 

 A
n

d
re

a
 A

rb
u

la
 B

le
c

ic
h

 
 K

ri
s

ti
ja

n
 B

la
ž

e
k

o
v

ić
: S

E
L

F
-E

M
P

L
O

Y
M

E
N

T
: P

E
R

S
O

N
A

L
 C

H
A

R
A

C
T

E
R

IS
T

IC
S

 o
f 

T
H

E
 S

E
L

F
-E

M
P

L
O

Y
E

D
 ..

. 3.   Craft workers, traders and farmers - traditional forms of self-employment 
in which the self-employed help family members and may have a small 
number of employees.

4.   Self-employed workers in skilled but unregulated occupations.

5.   Self-employed in occupations that require low qualifi cations - they run 
business without the help of employees, but sometimes family members 
help them.

While self-employment is generally associated with running a business, a 
professional practice or an agricultural farm, entrepreneurship is based on the 
risk-taking and innovation of individuals who actively and positively aff ect the 
economy. Unlike businesses that are associated with taking advantage of good 
business opportunities, practice shows that self-employment often has very 
little to do with entrepreneurial activity and often occurs as a response to unfa-
vorable circumstances in the labor market.

Self-employed who do not employ are common in traditional sectors such 
as agriculture, forestry and fi sheries, trade and crafts, construction, transport 
and freelancers. However, with the development of the service sector and new 
technologies, independent work has become a main feature of the media sector, 
including press and the fi lm industry. Th e growth of information and commu-
nication technologies (ICT) has pushed self-employment to expand into activi-
ties such as graphic design and entertainment due to the Internet. In addition, 
the restructuring of companies under the infl uence of ICT has increased the 
use of subcontracting, including micro-enterprises and self-employed.

..   Tendency towards self-employment

Th ere are diff erent reasons why someone wants to be self-employed. Th eo-
retically, there are two reasons why a person would choose self-employment. 
Th e fi rst case assumes a person who, before becoming self-employed, had high 
income, enjoyed job security and career advancement opportunities and became 
self-employed in order to be its own boss. Th ese people are the most appro-
priate description of entrepreneurs able to recognize good business opportuni-
ties and have all the necessary knowledge and skill. Th e second case assumes 
a person who, before becoming self-employed, had limited job opportunities 
and self-employment is the only way to participate in the economy and soci-
ety. Th ese people do not have the necessary knowledge and skill; they are often 
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discriminated and have little chance to succeed in the paid sector. For these 
reasons, they choose low-paying jobs without advancement opportunities. Self-
employed persons in this category start new businesses primarily in industries 
with low entry barriers and strong competition that leads to low profi ts and 
high probability of failure. Between these two extremes, there are many com-
binations of factors that aff ect the person decision to be self-employed (Bö-
genhold, Staber 1991: 226). Based on an analysis of the existing literature, it 
is possible to observe certain regularity in the dynamics of self-employment. 
At the EU level, the number of self-employed do not show signifi cant varia-
tions. Th e research of Blanchfl ower (2000, 2004) on a sample of seventy coun-
tries have confi rmed that in the EU (European Commission, 2012, 2016) the 
rate of self-employment continuously decreases. Th us, although the number of 
self-employed in individual countries grows or reduces, there are no signifi cant 
changes at the EU average level. Th roughout the observed period certain coun-
tries have high shares of self-employed, while other have low shares, which leads 
to the fact that there are no major changes at the average level.

Graph 1: Dynamics of self-employment in the EU between 2006 and 2015 (in 
thousands)

Source: author based on Eurostat database (2017), Self-employment by sex, age and edu-
cational attainment level, (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_
esgaed&lang=en , 15.01.2017)

Graph 1 shows that in the observed period self-employment decreases at the 
EU level. Despite the negative trend, the change is not signifi cant since the base 
index shows that between 2006 and 2015, self-employment was reduced by 
1.29%. Th e highest number of self-employed was recorded in 2007. In section 
2.3. the infl uence of personal characteristics on self-employment is analyzed.
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. .. Age, gender and educational structure of self-employed

Th e personal characteristics of age, gender and education level aff ect an indi-
vidual’s decision to become a self-employed.

Analyzing the age of self-employed, the highest share (55,7%) of self-em-
ployed European workers is in the age group between 25 and 49 years. Only 
2,3% of the self-employed in Europe enters the age group between 15 and 24 
years while 42% of the European self-employed are over 50 years of age (Eu-
rostat, 2017). Although the largest share of European self-employed are in the 
age group from 25 to 49 years, the self-employment rate in the age group over 
50 years, observing the total number of employees, is considerably higher than 
in the other age groups. Th e reason for that is the labor market discrimination. 
Th e job defi ciency caused by the global recession generated higher rates of self-
employment, especially among vulnerable groups, including older workers. In 
order to ensure an existence, they had no choice but to become self-employed. 
Th e highest self-employment rates in the groups of older workers are recorded 
in Poland and Spain, with negative tendency, while positive self-employment 
rates of older workers are recorded in the UK and the Netherlands. For com-
parison, in Sweden, France and Germany, these rates are low and do not show 
signifi cant changes in the observed period between 2005 and 2014. Unlike old-
er workers, the share of young self-employed workers is very low throughout 
the EU and ranges between 1% in Slovenia and 6% in Malta. Poland recorded a 
decrease of self-employment among young workers, unlike Spain and the Neth-
erlands, which have seen signifi cant increases of self-employed young workers. 
Th e increase in self-employment in Spain is explained with the high unemploy-
ment rate among young people. High rates of self-employment among young 
workers have been also recorded in Greece and Italy (Hartfi eld, 2015: 13).

Th e data for 2009 shows that 69.6% of the self-employed were men. How-
ever, when looking at the age group above 50 years of age, their proportion was 
only 37.5% (European Commission, 2010: 7). Although self-employment is 
more common for male workers, growth of self-employment of women in the 
recent years can indicate the presence of barriers in the labor market. Th e highest 
gender imbalance was recorded in Ireland, Sweden and Denmark, and the low-
est in Luxembourg, Switzerland and Portugal. Furthermore, it is seen that self-
employment of women is higher in the countries of South-East Europe. Th is can 
be explained by institutional factors, i.e. marginalized groups are forced to seek 
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alternative employment in countries where the social security system is less de-
veloped. In those countries, self-employment is aff ected by high unemployment 
levels and nonexistent unemployment benefi ts. Th e largest shares of women 
among the self-employed in 2013 were seen in Lithuania (41.6%), Luxembourg 
(40.3%) and Latvia (38%) and the lowest in Malta (19.6%) and Ireland (20.8%) 
(European Commission, 2016: 43). Th e comparison between countries shows 
that more than 5% of the women in Cyprus who were unemployed in 2013 have 
become self-employed in 2014, while in Hungary, Croatia, Greece, Bulgaria and 
Germany this was less than 1%. For contrast, more than 5% of unemployed men 
become self-employed in the UK, while this share was less than 1% in Hungary 
(European Commission, 2016: 42). Hartfi eld (2015) in his study concludes that 
for working men is 90% more likely to become self-employed than for working 
women, with the exception of the UK where the number of self-employed wom-
en grew faster than the number of self-employed men. A high proportion of self-
employed women is recorded particularly in two sectors: administrative services 
and support services as well as work related to human health and social work. 
Self-employment of women has increased in Germany and Romania in the pe-
riod 2004-2007 and in countries where self-employment of men decreased such 
as Malta, Denmark and Sweden. In contrast, the share of self-employed women 
decreased in Finland, Netherlands, Slovakia and Slovenia (European Commis-
sion, 2010: 9). Graph 2 shows the dynamics of self-employed workers by gender 
from 2006 to 2015 at the EU level.
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. Graph 2: Dynamics of self-employed workers by gender between 2006 and 
2015 (in thousands)

Source: author based on Eurostat database, Self-employment by sex, age and education-
al attainment level, (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_
esgaed&lang=en , 15.01.2017)

Th e share of men is signifi cantly higher in total self-employed workers com-
pared to women whose share is around one-third. Th e growth of self-employ-
ment among women in the observed period may indicate the existence of barri-
ers for labor market participation (European Commission, 2016: 43).

Th e dynamics of self-employment, looking at age and gender, varies among 
countries, which indicates that their decisions are infl uenced by many factors 
specifi c to the cultural and business environment in which they live.

Blachfl ower (2004: 2) studied self-employment in 70 countries and conclud-
ed that higher levels of education reduce the likelihood for self-employment in 
Europe and increase it in the United States. Based on this he concludes that 
people have unrealistically high expectations toward self-employment, which 
confi rms the high proportion of employees who would rather be self-employed, 
however, relatively few of them become self-employed because they prefer the 
safety of employment for salary.

Research of self-employment in the EU has shown that the proportion of 
highly educated self-employed in the UK is growing since 2007 indicating a 
change in the population. In Europe, during the period 2005-2014, and espe-
cially in Western and Nordic countries self-employment is prevalent in occu-
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pations that require higher levels of education. In the countries of South-East 
Europe, due to large shares of agriculture and trade, self-employment is domi-
nated by occupations with lower levels of education. Germany had the largest 
share of highly educated self-employed, with over 50%. Germany is followed by 
France, and Netherlands, where the highly educated workforce is more likely to 
become self-employed. In contrast, United Kingdom had 38% of highly edu-
cated among the self-employed (Hartfi eld, 2015: 22-24).Graph 3 shows the 
dynamics of educational structure of self-employed in EU countries 

Graph 3 Dynamics of educational structure of self-employed in EU countries 
between 2006 and 2015 (in thousands)

Source: author based on Eurostat database, Self-employment by sex, age and education-
al attainment level, (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_
esgaed&lang=en , 15.01.2017)

Analysis of educational structure of self-employed at the EU-28 level shows 
that self-employed with upper secondary and post-secondary non-tertiary edu-
cation are the dominant categories among the self-employed, but with a nega-
tive trend. Self-employment with tertiary education in the observed period has 
constant growth unlike self-employed with less than primary, primary and low-
er secondary education, which exhibit continuous decrease over the observed 
period. Table 1 shows the dynamics of self-employed with employees and self-
employed without employees in the total self-employment by educational level. 
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. Table 1: Dynamics of self-employed with employees (employers) and self-em-
ployed without employees (own-account workers) in self-employment by edu-
cational level between 2006 and 2015 (EU-28, in %)

  2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Levels 0-2, employers 7,3 7,3 7,2 6,7 6,3 5,9 5,5 5,2 5,0 5,0

Levels 0-2, own-account workers 22 21,5 20,8 20,0 19,4 18,4 17,9 17,3 16,8 16,1

Levels 3-4, employers 13,8 13,7 13,8 13,7 13,3 13,0 12,6 12,8 12,7 12,6

Levels 3-4, own-account workers 31,9 31,7 31,6 32,1 32,7 33,1 33,2 32,8 32,8 32,6

Levels 5-8, employers 9,7 9,9 10,2 10,4 10,3 10,5 10,7 10,8 10,9 11,0

Levels 5-8, own-account workers 15,4 16,0 16,5 17,2 18,1 19,1 20,2 20,9 21,9 22,7

Source: author based on Eurostat database, Self-employment by sex, age and education-
al attainment level, (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_
esgaed&lang=en , 15.01.2017)

Th e previous table shows the dynamics of self-employed with and without 
employees based on educational level. Th e level of education strongly infl u-
ence the self-employed on his decision whether to employ or not. Th e share 
of self-employed with the lowest levels of education who are also employers 
is the lowest and showing negative tendency. Self-employed with upper sec-
ondary and post-secondary education have the highest share in employing but 
also with negative tendency. Th is highest share is expected since this group is 
dominant among the self-employed. Self-employed with tertiary education, al-
though are not being the dominant group of employers, have constant increase 
in employing.

Th e next chapter analyzes the impact of self-employment on the economic 
growth since self-employment is mentioned in the strategic documents of many 
countries as one of the key factors that infl uence the economic growth.

3.  IMPACT OF SELFEMPLOYMENT ON 
ECONOMIC GROWTH

At the micro level, self-employment is aff ected by two types of factors: that 
push (“push”) and that pull (“pull”) in self-employment. If the connection be-
tween unemployment and self-employment is strong, the “push” factors are 
dominant. Th e “pull” factors are present when entrepreneurs encourage growth 
of new jobs and innovation, while the “push” factors are present when workers 
choose a self-employment due to limited opportunities in the private or public 
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sector or become self-employed as an alternative to unemployment (Franjković, 
Šebalj, Živković, 2015: 282)..

..  The relationship of the business cycle and self-
employment

All countries are aff ected by business cycles and economic fl uctuations 
caused by economic disorders. While there is consensus about the impact of 
the business cycle on the employment, the impact on self-employment is not 
completely clear. Th e business cycle has an important eff ect on self-employment 
and it is explained by the “push” and “pull” factors depending on the phase of 
the business cycle. “Push” factors are related to the phase of recession with high 
levels of unemployment without business opportunities. In contrast, the “pull” 
factors occur when macroeconomic conditions are good (phase of expansion). 
In those circumstances, people with entrepreneurial skills voluntarily choose 
independence, knowing that if the venture fails, they will easily fi nd another 
job, which can result from the “unrealistically rosy view“ on self-employment. 
(Blanchfl ower, 2004: 25). “Push” and “pull” factors have an impact on self-em-
ployment, but their relationship varies between countries. Th e assumption is 
that self- employment is present in sectors that are sensitive to dynamics in 
the business cycle. If self-employment serves as an escape from unemployment, 
then the self-employment is contra-cyclical. On the other hand, when it is asso-
ciated with entrepreneurship and risk-taking, it is pro-cyclical (Constant, Zim-
mermann, 2014: 5).

Th e literature on the impact of the business cycle on the self-employment 
off ers contradictory results. Research of Blanchfl ower (2000) and of Koellinger 
and Th urik (2012) indicates that the connection between unemployment and 
self-employment varies between countries. High unemployment rates have led 
to an increase in self-employment in the UK, Germany and Sweden, but to a 
decrease in Austria, while in France there is no connection between these two 
phenomena. Kumar (2012: 1069) confi rms that unemployed are more likely to 
become self-employed compared to the employed. It also notes that better un-
employment benefi ts reduce the rate of self-employment and self-employment 
among unemployed, which confi rmed the results of a study conducted in Spain 
(Carrasco 1999) and in the OECD countries (Parker, Robson 2000).
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. Data show that the crisis of 2008 led to an increase of self-employment in 
the EU (European Commission, 2012: 8). However, there are signifi cant varia-
tions between countries. Th e highest growth of self-employment during the 
global recession was recorded in Slovenia, Slovakia and Netherlands, and the 
highest decrease in Portugal, Cyprus and Latvia. Belgium recorded an increase 
of bankruptcy, in Ireland the number of self-employed decreased, as well as in 
Spain and Portugal. In Germany, the number of self-employed workers dur-
ing the crisis remained relatively stable and there was no signifi cant increase in 
self-employment caused by increasing unemployment. In Ireland, the crisis had 
no infl uence on the self-employment of women, while there was a reduction of 
17% in the self-employment of men, which can be explained by the decrease of 
self-employment in agriculture and construction. In Greece and Turkey, dur-
ing the crisis, there was an increase in self-employment of women caused by 
reduced household incomes. Similar evidence was found in the research from 
2010. After the start of the crisis there was an increase of self-employment in 
some countries (e.g. Czech Republic, Greece, Latvia, United Kingdom), while 
the Netherlands and Croatia, after the initial increase, have experienced a de-
cline (growth of the unoffi  cial economy) (European Commission , 2010: 8).

3.2. SELFEMPLOYMENT AND JOB CREATION

Governments of diff erent countries often highlight self-employment as a 
way to reduce poverty and to fi ght against unequal opportunities. Consequent-
ly, they off er a variety of assistance to small businesses. Th e assumption is that 
a larger number of fi rms increases competition and leads to invention, innova-
tion, consumer benefi ts and new jobs. It is also assumed that self-employment 
has a positive eff ect on the self-confi dence of workers. EU policies are based on 
the economic theory stating that self-employment is important for job creation 
because it reduces unemployment. However, there is not much evidence for this 
assumption in practice. Studies have shown that small businesses have higher 
rates of job creation, but also higher rates of job losses, which leads to the con-
clusion that larger companies characterize job sustainability (Davis, Haltiwan-
ger, Schuh (1996:170) in Blanchfl ower, 2004: 12).

In order to be able to expand the business and create new job positions, self-
employed workers must fi rst ensure their own survival. Studies have shown that 
the probability of survival increases with the age of the company (Evans 1987: 
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567), the age of the owner (Storey and Wynarczyk 1996) and the owner’s age 
and education (Bates, 1990). Th e study of Evans (1987: 567) has also proved a 
positive relationship between the size of the company and the survival of self-
employment businesses. It is possible that entrepreneurs with greater human 
capital face less uncertainty and are able to adapt more quickly to the market 
conditions, thereby increasing the probability of its survival. Better education 
enables self-employed to identify profi table market opportunities and the abil-
ity for better utilization of information for its effi  cient exploitation. Th e source 
of fi nancing has an important role in the survival of self-employment business-
es. A research for Bosnia and Herzegovina between 2001 and 2004 (Demir-
güc– Kunt, Klapper; Panos, 2007: 25) showed that the higher possibility of 
self-fi nancing is key for sustainable self-employment. Th is proves a positive 
correlation between survival of self-employment and banking loans. Banking 
loans do not have signifi cant impact on starting self-employment businesses, 
but have positive eff ects on their sustainability. Th e study showed that wealthier 
households are more likely to start a business and for this business to survive. 
Th is highlights the important role of self-fi nancing regarding self-employment.

4. SELFEMPLOYMENT IN CROATIA

In Croatia, self-employment is not defi ned as a specifi c group of the work-
force, with employees and unemployed, but it is observed in the context of labor 
market policy. Here, self-employed are identifi ed as entrepreneurs. Measures 
for self-employment focus on vulnerable groups defi ned in the European docu-
ments, primarily on women, young people and long-term unemployed.

Despite the measures aimed at facilitating self-fi nancing the starting busi-
ness ventures, people in Croatia consider that the business circumstances do 
not allow running successful and sustainable businesses and have negative at-
titude towards entrepreneurship. Although Croatia is investing in entrepre-
neurial infrastructure, there are a number of limiting factors including: the gov-
ernmental policy towards the regulatory framework, the presence of signifi cant 
market entry barriers, the low level of transfer of research to the business sector, 
cultural and social norms and insuffi  cient contribution of education in creating 
entrepreneurial competencies of young people. Consequently, the environment 
for entrepreneurial activities in Croatia is more restrictive than stimulating. In 
order for changes to happen, it is necessary to coordinate between government 
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. policies (which contribute the entrepreneurial culture and environment by re-
moving administrative barriers), educational institutions (which teach young 
people entrepreneurial knowledge and skills), business sector (whose competi-
tiveness is based on innovation and growth) and individuals (that run busi-
nesses based on perceived opportunities).

Table 2 presents the dynamics of GDP, employment, self-employment and 
unemployment from 2010 to 2015 taking 2010 as the base year.

Table 2: GDP, employment, self-employment and unemployment dynamics 
(base year: 2010)

  2010 2011 2012 2013 2014 2015

GDP 100 99,34 97,62 96,63 95,50 97,43

Employment 100 96,06 92,69 90,59 93,52 94,84

Self-employment 100 95,17 83,30 78,03 70,38 68,48

Unemployment 100 115,77 133,78 143,24 147,30 139,19

Source: author based on Eurostat database, Self-employment by sex, age and education-
al attainment level, (http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_
esgaed&lang=en , 15.01.2017)

Self-employment in Croatia had sustained major decline. Although the oth-
er selected categories experienced slight recovery in 2015 after the fall caused by 
the crisis, self-employment continued its negative trend.

After the liberalization of legislation regarding temporary employment in 
2003, a decline of self-employment was expected, but it did not happen. Also, 
contrary to expectations, the favorable tax system reform of 2000 coincided 
with the period of self-employment decline, which shows that other factors can 
overshadow these eff ects (Matković, 2004: 22). Matković concluded that the 
implemented employment programs, tax framework reform and labor legisla-
tion reform did not lead to signifi cant changes in self-employment. He also ar-
gues that GDP growth did not lead to increase in self-employment. Franjković, 
Šebalj and Živković (2013: 254) explain this with diffi  culties of the unem-
ployed to access capital and lacking skills required for the job places. An analysis 
of the educational structure of the self-employed in Croatia has also confi rmed 
that the self-employed in Croatia are less educated compared to employees and 
cannot contribute to the future economic development. Th e self-employed are 
more educated than the average only in the City of Zagreb, in Istria and Pri-
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morsko-goranska County because in these areas self-employment is prevalent 
in the service sector. In addition to that, the self-employed make less income 
than employees do. Exceptions exist only in the three aforementioned counties 
where the proportion of self-employed is higher in the service sector. It can be 
concluded that self-employment in Croatia is a result of necessity, not exploi-
tation of risky opportunities that lead to high profi ts. It was found that older 
workers prevail among self-employed and that self-employment of young peo-
ple (16-25 years) is less likely. Self-employment is less common among women 
as in other countries. It is interesting that people in Croatia, both with low and 
higher education are less prone to self-employment, which corresponds to the 
results for countries in the European Union. (Botrić, 2012: 257). All three stud-
ies conducted in Croatia have failed to prove a link between unemployment and 
self-employment. Furthermore, no connection was found between the dynam-
ics of self-employment and GDP.

Th e Government of the Republic of Croatia, in order to increase economic 
growth, on 2 March 2017 adopted a new package of measures of active employ-
ment policy called “From measures to career”. Nine measures of active employ-
ment policy aim to train the unemployed to fi nd a job or acquire additional 
skills. Th e emphasis in respect of employment is placed on the most vulnerable, 
long-term unemployed and people with disabilities. Th ese measures include 
also the measures for self-employment. Th ey consist of an increase in incentive 
from 25,000 to 35,000 HRK, and the possibility of pooling more young people 
in startups (Government of the Republic of Croatia, 2017). Given the target 
population, the prevalence of “push” factors is expected and the achievement of 
the set goals is questionable. Policy measures for self-employment should be 
based on “pull” factors that encourage economic growth, creation of new jobs 
and innovation.

5. CONLUSION

Th e term self-employment covers a variety of situations in which the socio-
economic status of employers, workers on own account and employees partially 
overlap. Inconsistent statistical and legal regulations of diff erent countries in-
crease the number of situations that are considered to be self-employment. Th is 
leads to diffi  culties in determining the employment status. For this reason, it is 
necessary to create a framework for collecting uniform and high-quality data 
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. and unique analytical and statistical tools for their processing at the national 
and international level.

Analysis of previous studies shows that among the self-employed men pre-
dominate over women, older workers over younger, agriculture over other sec-
tors and middle or low levels of education over the highly educated. 

Observing the business cycle, during the recession, unemployed people who 
cannot fi nd paid work, become self-employed. According to this claim, the rate 
of self-employment during the recession is expected to increase because self-em-
ployment appears a way to avoid unemployment. During the expansion phase, 
unemployed individuals can easily fi nd jobs, but it is more likely that people will 
choose the security of paid employments rather than self-employment.

Th e reviewed literature suggests that public policy can reduce unemploy-
ment by stimulating self-employment, but this does not necessarily encourage 
economic growth. On the other hand, other economic schools argue that, eco-
nomic growth through self-employment and entrepreneurship reduce unem-
ployment. Th ese two points of view have resulted in unclear implications for 
public policy regarding self-employment. Economic theory suggests that in-
creased unemployment leads to an increase in the number of new companies 
because the cost of starting a business reduces. However, the unemployed do 
not have the entrepreneurial skills and capital necessary to start and sustain 
a new company. Th is means that high unemployment may be associated with 
lower levels of entrepreneurial activity. In addition, high rates of unemployment 
may reduce the level of personal wealth, which reduces the likelihood of an in-
dividual to become self-employed. 

Th e results of previous empirical studies are unclear when self-employment 
and unemployment are observed regarding the business cycle. On the one hand, 
studies suggest positive impact of the economic crisis to self-employment be-
cause it encourages the unemployed to become self-employed. On the other 
hand, some studies suggest the positive impact of economic growth on self-
employment because growth of opportunities causes an increase in entrepre-
neurial activity. Th e unemployed workers do not enjoy the benefi ts of paid em-
ployment, which they tend to seek. Th is means that people are pushed into 
self-employment. However, is likely that low unemployment will coincide with 
the dynamic demand for products and services and will draw unemployed into 
self-employment. 
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Prevalence of self-employed in the agricultural sector and among less edu-
cated population as well as the relationships between unemployment, self-em-
ployment and economic growth show that self-employment does not necessari-
ly mean less unemployment and economic growth. Although there are common 
characteristics among self-employed workers and the dynamics of above men-
tioned, each country is specifi c and self-employment diff ers between countries 
and regions.

Future research should focus on individual countries and on the develop-
ment of empirical models able to analyze the connections between self-employ-
ment and unemployment, with the aim of bringing public policies closer to the 
actual national and European labor market.
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