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FOREWORD

Entrepreneurship is an important
driver of economic development, societal
health and wealth. It promotes the essential
innovation required not only to exploit new
opportunities, promote productivity and create
employment but address some of society’s
greatest challenges, such as the Sustainable
Development Goals (SDGs) and societal, and
economic shocks from different global events.

After many years and considering
drastic events in past years, the impact of the
pandemic and war in Ukraine, our govern-
ment and all the stakeholders need hard, ro-
bust and credible data to make key decisions
that stimulate the economy, at the same time
promoting sustainable forms of entrepreneur-
ship and healthy entrepreneurial ecosystem.

To create a holistic picture of the
Estonian entrepreneurial ecosystem, it is
important to go beyond official statistics,
the number of registered businesses, or taxes
collected. Stakeholders need to understand
on-the-ground perceptions about entrepre-
neurship directly from the target audience
with generalisable knowledge. Global Entre-
preneurship Monitor (GEM) is still the only

research format for collecting data directly
from entrepreneurs and experts.

Estonia’s GDP was expected to have
contracted by just over 2% in 2023 (EU
Commission, 2023), because of declining pri-
vate consumption and falling investment, but
with positive growth anticipated in 2024.
Inflation has also declined over the year alt-
hough recent price increases have impacted
business competitiveness, especially in inter-
national markets. Additionally, the minimum
wage has increased constantly over the last 3
years and will become 40% more in 2004
than in 2021. On the contrary, the unemploy-
ment rate increased steadily during 2023.

Recent government policy changes in
Estonia have made us witness increased busi-
ness taxes that may affect local businesses’
competition and increased financial support
for the transition to ‘green’ businesses for
Estonia as a whole and just transition
measures in the Ida-Viru region. The impact
of these combined factors on small busi-
nesses’ operations and their entrepreneurial
intentions and startup launches are deter-
mined among other factors.
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EXECUTIVE SUMMARY

In 2023 global GDP was expected to
grow by just 3%, and world inflation fell to
7%. Despite this global GDP growth, all 46
economies in the GEM APS have a signifi-
cant number of adults reporting that their
household income has fallen in 2023. In the
context of this hectic year, the following are
five salient and noteworthy themes for
Estonia from the 2023 GEM surveys.

1. Entrepreneurial education (EE) continues
to get low marks. Despite incremental im-
provement in some cases, EE at school in
most economies continues to be assessed
as poor and was rated as the weakest of
all 13 Entrepreneurial Framework Condi-
tions in 31 out of 49 economies. This is

35
30
25
20
15
10

% of adults 18-64

0
2012 2013 2014

also the case in Estonia where we found
rather moderate awareness of entrepre-
neurial competencies (49%). However,
in the 2023 survey assessed by national
experts, EE at school was proposed as
satisfactory or better in just five out of 49
economies, including Estonia.
Entrepreneurial activity rates are highly
variable. Levels of new entrepreneurial
activity are highly variable across all
regions and all income groups in the
world. For Estonia, facing the peak in
2017 when GEM data from Estonia was
last collected (Figure A), we see a rapid
decrease by 2023 both in young and
established businesses.

/\

2015 2016 2017 2023

- Entrepreneurial activity (TEA and EBO)
TEA (young businesses)
= Established businesses (EBO)

Figure A. The level of entrepreneurial activity in Estonia 2012-2023 (% of people aged 18-64)

Source: GEM Adult Population Survey 2012-2023




Estonia’s small economy largely
depends on exports and internalisation.
Therefore, we are very pleased to see that
early-stage entrepreneurs possess a strong

internationalisation orientation (Table A)
with most of them aiming to offer innovative
products and services.

Table A. Ambition of early-stage entrepreneurs 2023 (%)

TEA (young businesses)
Nascent entrepreneur

New businesses

TEA (young businesses), male
TEA (young businesses), female

Entrepreneurship with high growth job-expectations

Innovative product/service
Strong internationalisation orientation
Source: GEM Adult Population Survey 2023

Perception of entrepreneurship in
Estonia has changed over the last decade
(Table B) in a pleasant direction, thus we can
claim a positive jump since 2014 despite a
slight decrease in the recent hectic times.
Global crises surely have had an influence.
That is supported by the fact that over time
decreasing fear of failure has risen back to

2023

13.1
10.7

3.1
16.2

9.9
17.2
24.5

56.3

level 2014 with a score of 49.8%. Still, it has
not seriously influenced the general percep-
tion of entrepreneurship as a desirable career
choice. Unluckily also the well-increased
score of perceived opportunities (61.0) has
dropped back by 2017 to 2014 level (49.5) by
the year of data collection in 2023.

Table B. Perception of entrepreneurship (% of people aged 18-64)

Potential entrepreneurs

Fear of failure

Perceived entrepreneurial capabilities
Perceived opportunities to start a business
Entrepreneurship is a desirable career choice

Perceive good business opportunities, fear of failure

2014 2017 2023
10.6 22.3 18.3
49.7 36.8 49.8
42.5 49.7 46.8
49.4 61.0 49.5
55.6 54.2 55.7
41.8 31.8 40.9

Source: GEM Adult Population Survey 2014-2023

The trend of why opportunities seem
to be missing should be looked at in future re-
search. Is it a general trend, or is there indus-
try-wise differentiation? When connected to
overall economic insecurity, improvement
will take time. To conclude, we can see that
many positive trends were in the process but
suffered or stopped during the dramatic global
events of recent years.

On the other hand, when asking
experts involved in entrepreneurial decision-
making or policies, the outlook is less
negative from the entrepreneurs’ perspective.
Moreover, comparing us with our Baltic
neighbours and the European average (Figure
B), there is a lot of positive.
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Figure B. NES survey results 2023: Estonia vs neighbouring countries and EU average

Source: GEM NES Survey 2023

We can be proud that cultural and
social norms in Estonia are perceived as very
supportive (78%) towards entrepreneurship.
Experts strongly believe that Estonia is one of
the best in entrepreneurship education. We
need to study Lithuanian governmental
programs and infrastructure — physical and
commercial more closely, the aspects that
local experts appreciate more than we do in

Estonia. Also, women in Latvia and Lithuania
seem slightly more encouraged in entrepre-
neurship.

Since the Baltics, and to some extent
Europe, share similar economic and cultural
contexts our GEM study frequently looks at
the EU, Latvia and Lithuania, in some cases
even with the rest of GEM-country data to
understand the entrepreneurial landscape.




GEM RESEARCH FRAMEWORK AND

METHODOLOGY

This chapter briefly lays out the GEM
conceptual framework and methodology.
GEM analyses and reports are based on
information collected by two surveys and
samples: the APS or population-based data

Saocial, cultural, political,
economic context

(Figure 1.1.) by considering the proportion of
individuals in each economy reporting and
NES or expert data by concluding expert
opinions on the local entrepreneurship eco-
system.

Mational
Framework
Conditions

Entrepre-
neurial
Framework
Conditions

Basic requirements

Efficiency enhancers

Innovation and business
sophistication

SOCIETAL VALUES ABOUT
ENTREPRENEURSHIP

‘ : INDIVIDUAL ATTRIBUTES

(self-perceptions and
demographics)

ENTREPRENEURIAL OUTPUT
(new jobs, new value added)

m
—>

ENTREPREMEURIAL ACTIVITY
-

+ BY PHASE
MNascent, new, established,
business exits

+ BY IMPACT

High growth, innovative,
market scope

+ BY TYPE

Figure 1.1. The GEM APS conceptual framework

TEA, EBO, EEA

4

(TEA refers to entrepreneurial activity, EBO refers to established business activity, and EEA refers to

employee entrepreneurial activity)

All national teams participating in
GEM apply the same methodology with
standard questionnaires. Each National Team
is responsible for the collection of GEM data,

and then reporting results based on that
national data set to the GEM consortium.
The local team then produces the National
Report for specific entrepreneurial activity



indicators of own country-based interests. In
2023 special interest is looking into women’s
entrepreneurship and sustainability practice.
To provide better comparability GEM
2023 divides all the economies involved in the
survey into three income groups because
income is often a key influence on entrepre-

neurial attitudes and activities. Level A econ-
omies with a Gross Domestic Product (GDP)
per capita of more than $50,000; level B
economies with a GDP per capita of between
$25,000 and $50,000 and level C economies
with a GDP per capita of less than $25,000.
Estonia is considered a middle-income econ-
omy.

1.1 Adult population (APS) and expert (NES) studies

GEM APS study involves an exten-
sive questionnaire that assesses participants’
entrepreneurial intentions, activities, attitudes,

1.1.1 APS data, its collection and analysis

The APS is a comprehensive ques-
tionnaire, administered to a minimum of 2,000
adults in each GEM economy. The question-
naire is designed to collect detailed infor-
mation on the entrepreneurial activities,
attitudes and aspirations of respondents. For
survey quality assurance several require-
ments were established, like a professional
research team experienced in such studies,
and having field competence. The APS in
Estonia was conducted according to the GEM
methodology.

When creating a proportional model
of the survey sample, the structure of the
general population regarding the respond-
ent’s place of residence, age, gender, educa-
tion, type of settlement and nationality was
considered. In sample formation the popula-
tion proportional model, where all people
among the population have an equal chance
of becoming a respondent. The sample size of
the study was 2000 respondents found by
random sampling method. The target popula-
tion was divided into subsamples (strata).
The strata were based on the actual propor-
tions of the target group in the Estonian pop-
ulation according to age, sex, nationality and

motivations, and ambitions. The results are
then cross-checked and quality-approved by
GEM’s technical and research team.

region. Sampling different strata of the popu-
lation separately is used to avoid big over- or
underrepresentation of some population
groups that are harder or easier to reach (like
young men or older women), to avoid large
values for weights and therefore improve the
representativeness of the anonymous sample
(that cannot be based on the personal data in
the register).

Online survey — Computer Assisted
Web Interviewing (CAWI), is an effective
and generally good representative method.
Through an online survey, it was possible to
reach the survey target group — the Estonian
population aged 18-64.

Telephone interviewing or Computer
Assisted Telephone Interviewing (CATI)
provides an opportunity to reach older and
younger Estonians, as these target groups are
harder to reach by online survey because they
have lower response rates than other target
groups. The sample plan was achieved, an
online survey was conducted with 1,600
interviews and 400 interviews were made
over the telephone (Table 1.1.).




Table 1.1. Sample of population

Criteria 1 Tallinn 2 North 3 Tartu 4 Viru region  Total

and West  region and

Estonia South Estonia
Age
18-24 69 65 57 32 223
25-34 165 109 101 44 419
35-49 265 207 155 90 717
50-64 193 189 154 105 641
Gender
male 340 290 238 137 1005
female 352 280 229 134 995
Nationality
Estonians 354 480 402 107 1343
Other 338 90 65 164 657
nationalities
Settlement
City 692 192 255 204 1342
Rural 0 378 212 67 658
settlement
Total 692 570 467 271 2000

Source: Turu-uuringute AS, 2023

The data on distribution from Statis-
tics Estonia was used for weighting. Each
respondent unit was assigned a sampling
weight to make the respondent’s contribution
proportional to the distribution of the popula-

tion according to the main demographic vari-
ables. We used gender, age, region, settle-
ment type and nationality to weight the data.
The statistical analyses, e.g. means, were
made using SPSS.

11.2  NES data and its collection and analysis

The NES is completed by selected ex-
perts in each GEM economy and collects
views on the context in which entrepreneur-
ship takes place in that economy. It gathers
information about the aspects or conditions of
a country’s socio-economic characteristics,
identified by GEM that, according to
research, enhance (or hinder) new business
creation in a given economy, and form the
framework for the NES. These conditions
have a significant impact on national entre-
preneurship and are referred to as the Entre-
preneurship Framework Conditions (EFCs).

The conditions for the 2023 NES study
were:

e Al Entrepreneurial Finance Are there
sufficient funds for new startups?

e AZ2. Ease of Access to Entrepreneurial
Finance And are those funds easy to
access?

e B1. Government Policy: Support and
Relevance Do they promote and sup-
port startups?

e B2. Government Policy: Taxes and
Bureaucracy Or are new businesses
burdened?



e C. Government Entrepreneurial
Programs Are quality support pro-
grams available?

e DI1. Entrepreneurial Education at
School Do schools introduce entre-
preneurship ideas?

e D2. Entrepreneurial Education Post-
School Do colleges offer courses in
starting a business?

e E. Research and Development Trans-
fers Can research be translated into
new businesses?

e F. Commercial and Professional
Infrastructure Are these sufficient and
affordable?

o G1. Ease of Entry: Market Dynamics
Are markets free, open and growing?

e G2. Ease of Entry: Burdens and
Regulation Do regulations encourage
or restrict entry?

e H. Physical Infrastructure Is this
sufficient and affordable?
e Social and Cultural Norms Does

culture encourage and celebrate entre-
preneurship?

The NES is conducted using a stand-
ardised questionnaire to gain responses from
at least 36 experts, all carefully selected ac-
cording to their expertise and knowledge of
the conditions considered most representative
of the entrepreneurship context.

The Estonian research team collected
a sample of 45 entrepreneurship ecosystem

influencers-experts for NES. Altogether there
were 58 responses collected from experts, out
of which there were 47 valid responses, the
rest were not filled fully. There were 24 male
respondents and 23 females. The final sample
of 45 included five experts for each nine con-
ditions. The average age of a respondent is
47, and the range of age is between 18 and 71.
Eight respondents claimed to have a college
or university degree, 38 had a master’s degree
or PhD, and only one had a secondary school
education. On average, respondents worked
in 19 areas connected to entrepreneurship,
from one to 33 years.

Respondents had specialisation in
finance (2), economy, economics, marketing
(12), engineering (5), engineering + law (1),
business management, public administration
(5), anthropology, andragogy (1), entrepre-
neurship (1), engineering and business (2),
communication (2), Forest Industry Engineer
and IT Engineer (1), governance of technol-
ogy (1), social scientist (1), materials technol-
ogy (1), media (1), economics (business, sales,
marketing) and law (1), innovation and tech-
nology management (2), IT (2), physics (1).

Among the respondents, 20 identified
themselves as entrepreneurs, 8 as investors,
financiers, or bankers, 9 as policymakers, 15
as business and support services providers in
the private sector, 12 as business and support
services providers in the public sector, and
11 as educators, teachers, and researchers.

1.2  GEM explanation of key variables

This subsection briefly lists and describes
key variables used in GEM.

e TEA or early-stage entrepreneurship
includes people who have been in the

active establishment of their enter-
prise in the past 12 months with real
establishment procedures as well as
start-ups already established in the
last 4-42 months. The sample con-
sists of the percentage of adults (aged




18-64) starting or running a new busi-
ness, i.e. one that has not yet paid
wages or salaries for 42 months or
more.

EBO or established businesses have
more than 3.5 years of entrepreneurial
activity. The sample consists of the
percentage of adults (aged 18-64)
who are currently the owner-manag-
ers of an established business, i.e.
owning and managing businesses that
have paid salaries, wages or any other
payments to the owners, for more than
42 months.

Attitudes and intentions — This study
looks at individual attitudes and per-
ceptions across the adult populations.
It includes whether survey respond-
ents know someone who has started
their own business, whether they
think it is easy to start a business, and
whether they consider they have the
knowledge, skills and experience re-
quired to start their own

Exit or closing the company is under
study to dig into the reason why a
business was closed within the last 12
months.

SDGs (Sustainable Development
Goals) reflected in the United Nations
Goals, which are slowly but surely
working themselves into the business
environment and into the conscious-
ness of both entrepreneurs and con-
sumers.

EFCs — Entrepreneurial Framework
Conditions are the conditions identi-
fied by GEM that enhance (or hinder)
new business creation in each econ-
omy and form the framework for the
NES.

NECI or National Entrepreneurial
Context Index summarises in one
figure the average state of 13 national
EFCs selected by GEM researchers as
the most reliable determinants of a
favourable environment for entrepre-
neurship.

ESI — Entrepreneurial Ecosystem
Quality Composite Index is a diag-
nostic tool that provides frameworks
and data to analyse just about any sub-
national ecosystem. ESI reports have
been conducted in several ecosystems
around the world.



ENTREPRENEURSHIP:

PUBLIC ATTITUDES AND PERCEPTIONS

The examination of entrepreneurial
actions holds significance for understanding
the phenomenon of entrepreneurship. Never-
theless, for a comprehensive estimation of
entrepreneurial potential and formulation of
insightful business development forecasts the
analysis of attitudes and perceptions becomes
one of the key tasks. Aligned with the foun-
dational theory of planned behaviour (Ajzen,

1991), perceptions and attitudes serve as pre-
dictors of intentions, which subsequently
shape real actions and behaviour. Conse-
quently, evaluating entrepreneurs’ percep-
tions, attitudes and intentions emerges as an
important step in comprehending the further
development of the entrepreneurial ecosys-
tem and fostering entrepreneurship.

2.1  Social foundations of entrepreneurship

Entrepreneurship and the entrepre-
neurs’ behaviour are influenced by many fac-
tors (e.g. economic, cultural, social). Among
these factors, attitudes and perceptions hold a
distinct significance. Indeed, while attitudes
and perceptions represent just one set of
forces shaping an entrepreneur’s journey, a
substantial body of literature identified the
key role of emotion, attitude, perception and
intention in fostering entrepreneurial devel-
opment (Lifidn, and Fayolle, 2015). In this
vein, even under unfavourable external con-
ditions, people begin entrepreneurial activi-
ties and achieve great success if they have
high motivation and confidence in their capa-
bilities. Regarding attitude and perception,
this group of factors includes many questions,
such as: Does the entrepreneur believe in the
potential and opportunity to start a business?

Does the entrepreneur believe in him/herself?
How do entrepreneurs assess they have suffi-
cient skills and knowledge to start their own
business?

Considering the social foundation of
entrepreneurship, among key indicators are
the “High Status to Successful Entrepreneurs
Rate” and “Entrepreneurship as a Good
Career Choice Rate” (see Figure 2.1.). “High
Status to Successful Entrepreneurs Rate” is
the percentage of the 18-64 population who
agree with the statement that successful
entrepreneurs receive high status in their
country. In Estonia, this indicator is extremely
high (71.3) and higher than in other Baltic
countries. Moreover, this indicator has had a
positive development trend over time and has
increased by 4% since 2017 (64.7). The high




value of the “High Status to Successful Entre-
preneurs Rate” can be explained by many
successful cases of creation and development
of startups in Estonia, such as BOLT,
TransferWise, Playtech etc. These companies
have Estonian founders, originate from Esto-
nia, and at the same time have entered the
global market and become the largest players
in their field. Such successful cases positively
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influence the country’s entrepreneurial culture
and inspire potential entrepreneurs. In this
vein, this so-called ‘Unicorn Boom’ is signif-
icantly motivating and inspiring. In addition,
the Culture of Innovation, widespread in
Estonia, makes any innovator a respected
member of society, which also applies to
entrepreneurs.
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Figure 2.1. Social foundation of entrepreneurship in Baltic countries (2023)

Source: GEM Adult Population Survey 2023

“Entrepreneurship as a Good Career
Choice Rate” shows the height of the social
status of entrepreneurship in the country.
Whether it is considered prestigious to become
an entrepreneur. If entrepreneurship is re-
garded as a good career choice in the country,
it encourages people to start entrepreneurial

2.2 Starting a business

Starting an entrepreneurial activity
represents one of the key milestones in the
entrepreneurial journey. Upon committing to
start an entrepreneurial journey, a critical

activities, and entrepreneurs become role
models. Thus, the prestige of an entrepreneur-
ial career is a significant motivator for people
and stimulates the overall development of
entrepreneurship, forming a positive attitude
toward entrepreneurship.

consideration is the presence of entrepreneurs
within one’s network and personal acquaint-
ance with them. To measure that, an indicator:
“Knowing someone who has started a business



in the past two years” is utilised. Addition-
ally, even if you know an entrepreneur, the
question “How easy is it to start a business”
arises, and the statement “In my country, it is
easy to start a business” is used to measure
this question. Moreover, individuals’ percep-
tion of the entrepreneurial opportunity, and
how people perceive the opportunity to
become an entrepreneur measured via the
“Perceived Opportunities Rate” is central to
this assessment.

The significance of: “Know someone
who has started a new business” in its poten-
tial lies as a trigger for entrepreneurial aspira-
tions. Establishing personal ties with individ-
uals who have entrepreneurial experience can
significantly influence one’s motivation to in-
itiate their business ventures. This interper-
sonal connection bridges the gap between the
abstract concept of entrepreneurship and its
practical realisation, making the idea more
tangible and feasible. The indicator “Know
someone who has started a new business” is
surprisingly low in Estonia (44.3%) and
Estonia ranks 40" for this indicator in the
global ranking. This fact is surprising given
the small size of the country and the close
acquaintance of people. Perhaps the low rate
can be explained by the fact that entrepre-
neurs are likely to socialise in their small
circle.

You may be acquainted with someone
who has launched a business venture, how-
ever, was their experience characterised by
simplicity? While individual cases may vary,
the consensus often leans towards acknowl-
edging the complexity of entrepreneurship.
To measure public perception regarding the
ease of starting a business within a country,
APSs employ a statement: “In my country,
it is easy to start a business.” Notably, in
Estonia 77.3% of respondents affirm the ease
of entrepreneurial activity, positioning the

nation 7 in the global ranking. This statistic
finds its rationale in several factors: the near
absence of bureaucracy, extremely simplified
and convenient formal procedures (the formal-
ities related to the creation of a new venture
usually take around 30 minutes and can be
done online), an excellent digital ecosystem,
which allows almost all procedures to be
done online, for example, registering a new
company. Furthermore, Estonia boasts an
extensive support infrastructure for entrepre-
neurs such as financial support, incubators
and pre-incubator facilities.

Indeed, the system of incubator sup-
port for entrepreneurs is well developed in
Estonia, Startup Wise Guys, Superangel,
Prototron, Tehnopol Startup Incubator and
Estonian Business Angel Network are among
the largest incubators. There is also extensive
support in universities (e.g. the Startup Lab
pre-incubator at the University of Tartu). In
addition, strategic planning competencies are
very well developed in Estonia (Vadi, 2022).
The ability to plan and clearly define goals
and expected performances helps reduce
uncertainty and appreciate that starting a
business in the favourable Estonian entrepre-
neurial ecosystem of the economy is not
complicated at all. Also, well-developed
digital infrastructure and the availability of
financing in Estonia facilitate business
formation.

It is interesting to delve into the
regional distribution of the perception of
how easy it is to start a business in Estonia.
As demonstrated in Figure 2.2., North
Estonia shows the most favourable figures,
attributable to the inclusion of Tallinn,
the nation’s capital known for its highly
developed entrepreneurial ecosystem and
many successful start-ups.
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Figure 2.2. Easy to start a business. Regions of Estonia
Source: Authors’ calculations based on GEM Adult Population Survey 2017-2023 data

Similarly, South Estonia emerges as a
frontrunner; this region includes Tartu, a hub
of entrepreneurial activity, with the head-
quarters of prominent startups such as Bolt,
alongside a robust network of entrepreneurial
support incubators. Tartu hosts the country’s
oldest university, fostering entrepreneurship
through support systems and commercialisa-
tion for scientific achievements including
spin-off centres. Conversely, North-East
Estonia records the lowest indicators, reflect-
ing historical patterns of low entrepreneurial
dynamism in Ida-Viru County.

Traditionally, this region has been
characterised by the industrial and mining
enterprises, with a populace predisposed
toward employment within these sectors.
Additionally, one can observe that over the
last six years, since 2017, the figures have
partly changed, however, the proportional
distribution has been maintained.

The Perceived Opportunities Rate
stands as a key metric of considerable rele-
vance. In the population survey, participants
are asked to assess whether there are “Good
conditions to start a business in the following
6 months in the area where he/she lives”. This
distinction is crucial as it shifts the focus from
abstract notions of entrepreneurial feasibility
to the proposed geographical area. In 2023,
Estonia’s Perceived Opportunities Rate
marginally trails the European average,
registering at 49.5% compared to Europe’s
50.7%. Estonia holds the global 31 position,
potentially influenced by inflationary pres-
sures and geopolitical instabilities. Among the
Baltic nations, Estonia ranks second, behind
Lithuania with a score of 61.2%.

Within the Estonian regional context,
as outlined in Table 2.1., the Perceived
Opportunities Rate mirrors trends observed
before. Once again, North Estonia and South
Estonia emerge as frontrunners, while North-
East Estonia lags.



Table 2.1. Perceived opportunities rate. Regions of Estonia (2014, 2017, 2023)

Perceived Opportunities Rate in %

North Estonia
West Estonia
Central Estonia
North-East Estonia
South Estonia

All Estonia

2014 2017 2023
80.0 75.0 55.7
31.8 47.6 50.3
28.7 44.9 34.0
36.8 34.6 17.8
41.8 57.7 56.8
49.4 61.0 49.5

Source: Authors’ calculations based on GEM Adult Population Survey 2014-2023 data

The underlying rationales likely re-
peat those elucidated in the preceding para-
graph. The dynamics over the last 10 years
are of particular interest. In general, almost
all regions of Estonia have seen a decrease in

2.3 Ease of starting a business

One of the core measures of a nation’s
entrepreneurial potential lies in the “Ease of
Starting a Business” indicator. This measure
is assessed through a series of statements.

First, the Perceived Capabilities Rate
is evaluated through the statement: “I have
the knowledge, skills and experience to start
my own business”. This assertion aligns with
the self-perception category within the
Global Entrepreneurship Monitor population
study. Individuals are more inclined to start a
business if they harbour the belief that they
have the requisite skills and knowledge to
navigate the complexities of launching a new
enterprise. This self-assurance creates a sense
of preparedness and proficiency in entrepre-
neurial pursuits.

The Perceived Capabilities Rate in
Estonia (46.8) falls below that of the Baltic
countries and lags behind the European aver-
age. This outcome is somewhat unexpected
given the widespread integration of Estonian

the indicator. The explanation can be the
complicated geopolitical situation, inflation,
economic crisis and market saturation with
startups.

entrepreneurship education initiatives. Dedi-
cated entrepreneurship subjects have been
integrated into the curriculum of schools and
universities across various disciplines and
academic levels, including bachelor’s,
master’s, and doctoral programs (e.g., at the
Universities of Tartu and Tallinn). Entrepre-
neurship education was prioritised in Estonia
at the end of the 1990s, and entrepreneurship
education was introduced starting from the
lower grades. Nevertheless, it is essential to
recognise that individuals may underestimate
their skills and knowledge. For example, low
self-esteem may be associated with decreas-
ing life satisfaction in Estonia, as indicated in
the “Estonian Human Development Report.
Mental Health and Well-Being” (2023),
lower satisfaction may be related to COVID
and the negative effects of the pandemic.
The second item is the “Fear of Fail-
ure Rate”, measured by the statement: “You
would not start a business for fear it might
fail”. Obviously, entrepreneurial activity has




a considerable degree of uncertainty (Kuckertz,
2021; Fisher et al., 2020; Diandra, & Azmy,
2020). When an individual starts a new busi-
ness venture, this person faces unpredictable
outcomes, with success and failure looming
as distinct possibilities.

It is widely acknowledged that a sub-
stantial proportion of startups fail in the first
year of their existence (Eisenmann, 2021;
Cavicchioli, & Kocollari, 2021; Santisteban,
Mauricio, & Cachay, 2021). Consequently,
the fear of failure often emerges as a signifi-

cant barrier preventing individuals from start-
ing a business (Cacciotti, et al., 2016;
Morgan, Sisak, 2016). Notably, Estonia’s
Fear of Failure Rate stands at 49.8% (see Ta-
ble 2.2), significantly higher than in other
Baltic countries — Lithuania and Latvia. How-
ever, it is on par with the average of European
countries. The possible explanation here may
be the general attitude towards failure in
Estonian society, where failure is interpreted
as either a definitive setback or merely a bold
attempt exerting considerable influence.

Table 2.2. Ease of starting the business in Baltic countries (2023)

Countries Perceived Capabilities Rate % Fear of Failure Rate %

Estonia 46,8 49,8
Latvia 52,4 41,8
Lithuania 57,1 38,4
Europe 52,0 49,1

Source: GEM Adult Population Survey 2023

When examining the Perceived Capa-
bilities Rate across Estonia’s regions (see
Table 2.3.), North Estonia, South Estonia,
and West Estonia stand out with the highest
scores. Residents in these areas exhibit the
greatest confidence in their skills and

knowledge to start entrepreneurial activities.
This phenomenon likely stems from the
activities of universities specialising in
entrepreneurial education, such as Tallinn
University of Technology (TalTech), Estonian
Business School, and Tartu University.

Table 2.3. Perceived capabilities rate. Regions of Estonia (2014, 2017, 2023)

Perceived Capabilities Rate in %

2014
North Estonia 47.0
West Estonia 42.4
Central Estonia 35.7
North-East Estonia 31.8
South Estonia 41.6
All Estonia 425

2017 2023
51.7 48.9
47.6 47.1
47.2 45.0
38.2 34.8
53.5 47.9
49.7 46.8

Source: Authors’ calculations based on GEM Adult Population Survey 2014-2023 data

As noted above these academic insti-
tutions offer various entrepreneurship-related
training programs, courses, and professional
development initiatives. Moreover, these
regions boast a growth of accelerators and

incubators providing diverse educational
opportunities.

Conversely, residents in North-East
Estonia perceive themselves as the least
prepared for entrepreneurship among all
Estonian regions. The disparity could be



attributed to a lower inclination towards
entrepreneurship in this region, coupled with
a scarcity of universities and incubators
fostering entrepreneurial skills.

In addition, linguistic and cultural
factors may also have an impact. The region

2.4 Intentions to start a business

Among other indicators, the GEM
APS measures an intention to start a business.
Intention is one of the key indicators of the
entrepreneurs’ behaviour. Following the
foundational theory of planned behaviour
(Ajzen, 1991), intention predicts the actions.
So far, with a high intention, there is a high

is mainly Russian speaking. Ethnic differ-
ences characterise entrepreneurial behaviour
as well; the segregated Russian-language
community is less engaged in entrepreneurial
activities compared to Estonians (Adsera, &
Chiswick, 2007; Anthias, & Cederberg,
2009; Kelm, Lasek, & Brzozowski, 2019).

probability that the action will follow. In this
vein, the intention to start a business predicts
actions to start. To measure the intention of
individuals to start a business, the question
“Are you expecting to start a new business in
the next three years?” is used (Table 2.4.).

Table 2.4. Entrepreneurial intentions rate in Baltic countries (2023)

Countries Entrepreneurial Intentions rate (Expects to start a new business
in the next 3 years, % of adults responding yes)
2014 2017 2023
Estonia 10.6 22.3 18.3
Latvia - 21.8 12.0
Lithuania 22.3 - 24.4
EU 13.4 13.4 15.7

Source: GEM Adult Population Survey 2023

This indicator is relatively high —
18.3% in Estonia, higher than the European
average score. Among the Baltic countries,
this indicator is higher only in Lithuania
(24.4%). This indicator has remained stable

2.5 Investments in start-ups

GEM aims to understand the phenom-
enon of entrepreneurship more precisely and
in-depth, using different perspectives and

since 2018, which is good news, as it suggests
that the intention to start a business in Estonia
has not decreased despite the consequences of
the pandemic and political crises.

approaches. That is why, among other indica-
tors, the GEM APS uses the indicator ‘Invest-
ing in someone else’s new business’. This
approach makes it possible to identify several




important aspects. Firstly, there is also the
possibility of being entrepreneurial. While
individuals may not actively seek entrepre-
neurial opportunities or engage in the entre-
preneurial process when investing, they still
exhibit an entrepreneurial mindset by taking
risks and embracing uncertainty.

8,00
7,00
6,00

% of adults 18-64

North
Estonia

West
Estonia

When analysing this item, the regional
cross-section is interesting. Thus, unlike the
distribution characteristic of all the indicators
mentioned above — in this indicator, the South
of Estonia leads by a large margin (7.1%),
significantly overtaking North Estonia (4.6%).

7,0
55
5,0

5,00 4,5

4,00 33 3,6

3,00

2,00

1,00

0,00

Central
Estonia

South
Estonia

North-East Estonia

Estonia

Figure 2.3. Investing in someone else’s new business for regions in Estonia (% of adults)
Source: Authors’ calculations based on GEM Adult Population Survey 2023

One possible explanation might be the
positive impact of the activities of Tartu
University and the numerous incubators on
fostering a positive mindset and confidence in
entrepreneurial initiatives, building trust in
investing in entrepreneurship. Moreover, the
concentration of startups in Southern Estonia,
where many headquarters are located, along

with a significant portion of startup employ-
ees inclined to start their ventures and invest
in new startups, further contributes to this
trend.

What about looking at the European
results for the same phenomenon (Figure
2.2.)?



SWeCen e | | 5
Latvia m— 7 O
Lithuania S (
Croatia = —————————  (
Norway I
Slovakia m— ———— 5 /
Slovenia ——— 5 7
Estonia m——— 5
Hungary me—— /
Poland m— 2 6
Romania mmm (9

Europe I O ]

0,0 2,0 4,0 6,0 8,0 10,0 12,0 14,0

% of adults 18-64

Figure 2.4. Investing in someone else’s new business (% of adults 18—64)
Source: GEM Adult Population Survey 2023

Estonian average lands below the  investment culture which is an interesting
European and behind the other Baltic coun-  aspect to be investigated in further research.
tries. This might be the cause of overall




LEVELS OF ENTREPRENEURIAL

ACTIVITY

This chapter provides an overview of
the entrepreneurial activity in Estonia among
the adult population (18-64 years old) in
2023 by drawing comparisons with previous
years (2014 and 2017) and other countries
such as Northern and Eastern European

countries and country groups (e.g., European
countries on average, groups based on income
levels). The focus is also on entrepreneurial
activity in its different phases — early-stage
(nascent and new) entrepreneurship and
established business ownership.

3.1 Entrepreneurial activity in Estonia

The main indicators in this subchapter
are early-stage entrepreneurial activity (TEA)
and established business ownership (EBO).
The TEA rate characterises adults aged 18-64
starting or running a new business for not
more than 42 months (3,5 years). The EBO
rate means adults who have owned and man-
aged a running business for over 42 months
(3,5 years). The entrepreneurial activity rate
in 2023 is 13.1% for TEA and 7.9% for EBO
in Estonia (Table 3.1.). The TEA rate has
decreased since 2017, when it was 19.4. The
same applies to the EBO rate, which has
decreased since 2017, when the indicator was
11.4. The total entrepreneurial activity rate,
a combination of the two indicators, is 20.5%
in 2023 in Estonia.

In international comparison, the
developments in Estonia correspond to the
European average in that in Europe the TEA

rate is higher (9.8%) than the EBO rate
(7.5%) (GEM 2023/2024, 2024). The TEA
rate in Estonia is higher than in Europe on
average (13.1% and 9.4% respectively).
Estonia’s TEA rate is relatively high thanks
to its nascent entrepreneurship rate (10.7%),
the highest in international comparison.
Nascent entrepreneurs are people engaged in
creating new ventures, meaning they are still
in quite the early stages of entrepreneurship.
The new business ownership rate, which also
contributes to the TEA and consists of busi-
nesses which already function, is, on the other
hand, lower than the European average and
the rate in several countries (3.1%).

The same applies to the Estonian EBO
rate, although the differences are small
(7.9% and 7.5% respectively) and the total
entrepreneurial activity rate (20.5% and 16.5%
respectively). When comparing Estonia to



selected European countries, the TEA rate is
higher only in Latvia (14.3%) and Croatia
(13.2%), while the EBO rate is higher in
Latvia (10.7%), Lithuania (14.6%), Slovenia
(8.8%) and Poland (11.6%). Total entrepre-
neurial activity rate is higher only in Latvia
(24.4%) and Lithuania (21.2%).

Also, the potential entrepreneurship
rate in Estonia is higher than the European

average (18.3% and 15.3% respectively).
Compared to other countries the potential
entrepreneurship rate is higher in Latvia
(24.4%) and Croatia (28.0%). And finally, the
business exit rate in Estonia is 4.0%, which is
higher than the European average (3.4%).
When compared to other European countries,
the business exit rate is higher only in Croatia
(4.11%) and Norway (4.3%) (Table 3.1.).

Table 3.1. The level of entrepreneurial activity in Estonia compared to the average for the surveyed
European countries in 2023 (% of people aged 18-64)

Poten- Nascent New Total early- Estab- Any busi- Business

tialen-  entrepre- business  stage entrepre- lished ness rate exit rate

trepre-  neurship owner- neurial activity business (TEA+EBO)

neur- rate (SU) ship rate  rate ownership

ship (BB) (SU+BB=TEA) rate (EBO)

rate
Estonia 18.3 10.7 3.1 131 7.9 20.5 4.0
Latvia 24.4 9.3 5.3 14.3 10.7 24.4 3.7
Lithua- 12.0 3.6 3.2 6.7 14.6 21.2 2.9
nia
Slovenia 18.0 4.4 2.8 7.1 8.8 15.7 35
Slovakia 154 8.5 2.6 10.8 4.0 14.3 3.1
Croatia 28.0 104 4.0 13.2 5.2 18.1 4.1
Hungary 10.8 55 4.8 9.9 7.4 16.9 35
Poland 35 1.5 1.1 2.6 11.6 14.0 3.4
Romania 9.0 3.6 2.6 5.9 5.1 10.6 1.4
Sweden 13.2 7.0 3.2 9.3 5.5 14.5 4.3
Norway 10.9 4.2 2.9 6.9 7.6 14.3 3.2
Europe 15.3 6.4 35 9.4 7.5 16.5 34

Source: Authors’ calculations based on GEM 2023 data

Note: European countries: Greece, the Netherlands, France, Spain, Hungary, lItaly, Romania,
Switzerland, the United Kingdom, Sweden, Norway, Poland, Germany, Luxembourg, Cyprus, Lithuania,

Latvia, Estonia, Croatia, Slovenia, Slovakia

When looking at the association TEA/
EBO, Estonia belongs to the country group
where TEA is higher than EB, together with,
e.g., the Netherlands, Croatia, and the UK
(Figure 3.1.). There is also a group of coun-
tries where the situation is reversed, the EBO

rate dominates over the TEA rate, e.g.,
Lithuania, Poland and Greece. In some coun-
tries, the TEA and EBO rates are equally
high, e.g., in Latvia, or at medium level, e.g.,
in Hungary, Slovenia, Romania and Norway
(Figure 3.1.).
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Figure 3.1. TEA plotted against EBO (% of adults 18-64)
Source: Authors’ calculations based on GEM 2023 data

Estonian entrepreneurial activity is
different from country groups formed based
on income in that in Estonia the TEA rate
exceeds that of the EBO (Figure 3.2.). This is
like Europe on average. However, in interna-
tional comparison, in low-income country
groups, middle-income economies and high-

income economies (where Estonia also be-
longs), the EBO rate is higher than that of
TEA. The difference is exceptionally striking
in middle- and high-income economies.
Estonian trends are like Latvian, in that the
TEA rate is higher than the EBO rate. The
trend is reversed in Lithuania, where the EBO
rate is higher.
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When looking at the dynamics of the
entrepreneurial activity in Estonia in 2014,
2017 and 2023, the analysis indicates that the
entrepreneurial activity peaked in 2017
(Figure 3.3.). It has fallen since, but in most
cases not to the 2014-year level (Globaalne,

2015). The TEA and EBO rates are higher in
2023 than in 2014, although the new business
ownership rate (as part of TEA) is almost
similar in both years. The potential entrepre-
neurship rate shows a similar growth and
decline trend as the business exit rate.
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Regarding the sectoral activity within ~ over business-oriented services in Estonia in
TEA, consumer-oriented services dominate 2023 (Figure 3.4.).

Poland 31.7 53.6
Romania 13.6 51.3
Sweden 30.8 51.2
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Figure 3.4. Business services and consumer services (% of TEA)
Source: GEM Adult Population Survey 2023




This is also the case in other European
countries and Europe on average. There are
countries where the difference is more than
two-fold like Poland, Romania and Latvia,
and the countries where the difference is
smaller, e.g., Croatia, Slovakia, Norway and
Hungary.
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% of adults 18-64

Estonia Europe

Low income
economies

Looking at income-based country
groups, consumer-oriented services dominate
in low-, middle- and high-income economies
(Figure 3.5.). The difference is the largest in
low- and middle-income economies and
decreases somewhat in high-income econo-
mies.
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Figure 3.5. Business services and consumer services (% of TEA)

Source: GEM Adult Population Survey 2023

The findings show the shift in the pri-
mary indicators of entrepreneurial activity in
Estonia as anticipated when comparing the
2023 GEM APS results to those from 2017.
As Estonia’s level of development has risen,
there appears to be a downward trend in en-
trepreneurial activity. Over the past seven

3.2 Early-stage entrepreneurs

Exploring the TEA phase more spe-
cifically and starting with gender differences,
reveals that the TEA rate in Estonia in 2023
is higher for men than for women (16.2% and
9.9% respectively). This corresponds to the
European average, where men on average

years, the Estonian TEA and EBO rates have
declined. In 2023, these rates align with the
European average, with the TEA rate being
slightly higher in Estonia and the EBO rate
similar to the European indicator.

tend to be more entrepreneurial. As to the
other Baltic states, the same trend can be
observed in Latvia, but not in Lithuania,
where the TEA rate among women is higher
(Table 3.2.). The gender differences have
persisted over time in Estonia, as in 2014 the




TEA rate among men was 11.2% and among
women 7.7% (Globaalne, 2015).

As to gender equality, the female/
male TEA ratio was 0.6 in 2023 in Estonia
and has not moved closer to one since 2017
when it was also 0.6 (with value one indicat-
ing equal division of men and women, values

Table 3.2. Gender differences in the TEA phase

Total early-stage Entrepreneurial Activity

below one that men dominate and values
above one that women are more entrepreneur-
ial). Gender equality is somewhat higher in
Europe on average (0.7), the same in Latvia
(0.7), while Lithuania, where women are
more entrepreneurial (1.2), stands out.

(TEA) by gender

% Male
Estonia 16.2
Lithuania 6.1
Latvia 16.5
Europe 11.6

Female/Male TEA Ratio
% Female
9.9 0.6
7.2 1.2
12.2 0.7
8.0 0.7

Source: Authors’ calculations based on GEM 2023 data

Another indicator characterising the
TEA is the motivation for starting with entre-
preneurship, which ranges according to the
self-determination theory along the extrinsic-
intrinsic motivations scale, from more exter-
nally controlled to more internally motivated
(see e.g., Ryan & Deci, 2000; Ryan & Deci,
2020). In the GEM study, the motives related
to the desire ‘to earn a living because jobs are
scarce’ and ‘to build great wealth or a very
high income’ seem to fall more on the extrin-
sic motivation. The motive ‘to continue a
family tradition’ involves both extrinsic and
intrinsic elements, and the motive ‘to make a
difference in the world’ seems to belong to
the intrinsic end of the motivation continuum.

The data indicates that in Estonia the
desire to earn a living dominates (Figure 3.6.).
This is followed by wealth or a very high-
income motive, making a difference in the
world, and continuing a family tradition.
A similar division of motives can be observed
in Europe on average and in different country
groups based on income. The difference is
that in middle- and low-income countries the
‘earn a living motive’ is more prevalent than
in Estonia. The same applies to the desire to
acquire wealth or very high income. The de-
sire to make a difference is more pronounced
in the middle-income country group com-
pared to low- and high-income countries.
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There are some differences in motiva-  motivated by the desire to build wealth and
tion between the graduates’ and non-gradu-  great income, while at the same time starting
ates’ motives for starting with entrepreneur-  a business also because jobs are scarce, and
ship, although these differences are small  they need to earn a living.

(Figure 3.7.). Graduates are somewhat more
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Figure 3.7. Motivations for starting and running a business in Estonia for graduates and non-graduates
(% of young business owners — TEA)
Source: Authors’ calculations based on GEM 2023 data

In 2023, Estonia’s TEA rate for men  entrepreneurship. Although there has been a
surpassed that for women, reflecting the  slight improvement in gender equality in
broader European pattern of higher male  TEA rates from 2017 to 2023, Estonia still




falls behind the European average and the
other two Baltic countries, where women
exhibit higher entrepreneurial activity. The
main motive for starting new businesses in
Estonia is earning a living, followed by
acquiring wealth, making a difference, and

continuing a family tradition. These trends
are similar across Europe, though in middle-
and low-income countries the motivations of
earning a living and acquiring wealth are
even more prevalent.

3.3 Established businesses ownership

Regarding the EBO phase and gender
differences, men in Estonia are somewhat
more entrepreneurial than women (9.7% and
6.1% respectively). Like with TEA, the gen-
der difference has persisted over time as in
2014 the EBO rate among men was 7.0% and

Table 3.3. Gender differences in the EBO phase

among women 4.4% (Globaalne, 2015). This
gender difference in the EBO phase can be
observed in Europe on average and in the
other Baltic states. Interestingly, the gender
dynamics in the EBO phase are almost iden-
tical (Table 3.3.).

Established Business Ownership (EBO) by gender

% Male
Estonia 9.7
Lithuania 16.5
Latvia 13.9
Europe 9.2

% Female Ratio
6.1 0,4
12.7 0,4
7.5 0,4
5.8 0,4

Source: Authors’ calculations based on GEM 2023 data

Regarding motives to start with entre-
preneurship in the EBO phase, here non-grad-
uates are motivated more than graduates by
the desire to earn a living because jobs are
scarce (Figure 3.8.). The non-graduates are
also more interested in building wealth or
very high income. Considering the differ-
ences between the two phases, entrepreneurs

in the TEA phase are more motivated by the
desire to make a difference in the world by
the wish to build wealth or earn a very high
income. In the EBO phase, continuing with
the family tradition and earning a living
becomes more important because jobs are
scarce.
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Men also outnumber women in the
EBO phase, a consistent gender gap observed
across Europe and the Baltic states. During
the EBO phase, non-graduates are primarily
motivated by the need to earn a living and
build wealth due to limited job opportunities.
In contrast, during the TEA phase, entrepre-
neurs are more driven by the desire to make a
difference and accumulate wealth, with fam-
ily tradition and job scarcity becoming more
important motivations in the EBO phase.

The results indicate that the main
entrepreneurship activity indicators have
changed in the expected direction when the
Estonian 2023 GEM APS results are com-
pared to 2017. The entrepreneurial activity
seems to indicate a decreasing trend when the
country's level of development increases and,
indeed, both the TEA and EBO rates have
decreased over seven years in Estonia. The
2023 values correspond to the European av-
erage, in that the TEA rate is somewhat
higher in Estonia and the EBO rate is compa-
rable to that of Europe.

In 2023, the TEA rate in Estonia was
higher for men than women, mirroring the

European trend of higher male entrepreneur-
ship. Despite a slight improvement in gender
equality from a TEA ratio from 2017 to 2023,
Estonia generally lags behind Europe, partic-
ularly the two Baltic countries, where women
are more entrepreneurial. Men are more en-
trepreneurial than women in the EBO phase,
a persistent gender difference is also seen
across Europe and the Baltic states, with
Latvia exhibiting a much higher disparity
compared to Estonia and Lithuania.

In Estonia, for new businesses, the
primary entrepreneurial motive is earning a
living, followed by acquiring wealth, making
a difference, and continuing a family tradi-
tion, with similar trends observed across
Europe, though in middle- and low-income
countries, earning a living and acquiring
wealth are even more dominant motives. In
the EBO phase, non-graduates are more
motivated by earning a living and building
wealth due to scarce job opportunities, while
in the TEA phase, entrepreneurs are driven
more by the desire to make a difference and
accumulate wealth, with family tradition and
job scarcity becoming more significant moti-
vations in the EBO phase.




CHANGES IN PERCEPTIONS,

CHALLENGES, AND ENABLERS OF
ENTREPRENEURSHIP OVER TIME

Regarding societal perceptions of en-
trepreneurship, a nuanced and complex pic-
ture emerges. The rate to which extent good
opportunities are perceived for starting with
entrepreneurship has decreased (49.5% in
2023 and 61.0% in 2017) (Table 4.1.). It is,
however, like Europe on average, higher than
in Latvia, but significantly lower than in
Lithuania as discussed in Ch 2. Regarding the
possession of capabilities necessary for start-
ing with entrepreneurship, the rate has also
decreased (46.8% and 49.7% respectively).
It is also lower than in Europe on average and
in the other Baltic states. On the other hand,
the fear of failure in starting entrepreneurship
has increased (49.82% and 31.8% respec-
tively) and is comparable to the European

average, but higher than in the other Baltic
states.

Although fewer opportunities and ca-
pabilities are perceived for starting with en-
trepreneurship and fear of failure is higher in
Estonia in 2023 than in 2017, it is interesting
that the entrepreneurial intentions rate has
been relatively stable (18.3% in 2023 and
18.4% in 2017). It is higher in Estonia than in
Europe on average, and higher than in
Lithuania, but lower than in Latvia. As indi-
cated in Ch 3.2. the main motive for starting
entrepreneurship is to earn a living because
jobs are scarce, so the necessity-based com-
ponent of entrepreneurship might explain the
stable entrepreneurial intentions.

Table 4.1. Perceived opportunities, capabilities, fear of failure and entrepreneurial intentions in Estonia

in 2017 and 2023, %

Perceived Oppor-

tunities Rate ities Rate
2023 2017 2023
Estonia 49.5 61.0 46.8

Perceived Capabil-

2017

Fear of Failure Entrepreneurial

Rate Intentions rate
2023 2017 2023 2017
49.7 49.8 31.8 18.3 18.4

Source: Authors’ calculations based on GEM 2017 and 2023 data




41 Business status and opportunities

Regarding societal values, the rate to
which extent high status is attributed to suc-
cessful entrepreneurs is 71.3% in Estonia in
2023 and has increased since 2017 (64.7%)
(Table 4.2.). It is also higher than in Europe
on average and Latvia and Lithuania. The rate
to which extent entrepreneurship is consid-
ered a good career choice is 55.7% in 2023,
and this has remained relatively stable since

2017 (54.2%). It is lower than in Europe on
average, a bit higher than in Latvia, but con-
siderably lower than in Lithuania. It follows
that regardless of decreased perceived oppor-
tunities and capabilities for starting with en-
trepreneurship and increased fear of failure,
the social status of entrepreneurs continues to
be high.

Table 4.2. Perceptions about the status of successful entrepreneurs and entrepreneurship as a good

career choice in Estonia in 2017 and 2023, %

High Status to Successful Entrepreneurs

Rate
2023

Estonia 71.33

Entrepreneurship as a Good Career

Choice Rate
2017 2023 2017
64.74 55.7 54.22

Source: Authors’ calculations based on GEM 2017 and 2023 data

Regarding the change of perceptions
over time about the ease of starting a busi-
ness, fewer Estonian respondents believe that
starting a business is more difficult now than
a year ago compared to other country groups
— in Europe and high-income economies on
average (Figure 4.1.). Compared to Europe,
the Estonian indicators are about 7% lower

and compared to high-income countries these
are about 10% lower. At the same time, there
appear to be no notable differences regarding
the phases of entrepreneurship (TEA and
EBO) in Estonia and in-country groups. More
difficulties are perceived in low and middle-
income economies than in high-income econ-
omies.
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Source: Authors’ calculations based on GEM 2023 data

Regarding regional comparison, more difficulties in starting a business than a year ago
are perceived in North-Eastern Estonia (54.5% for TEA and 50% for EBO) than is the Estonian
average indicator (Figure 4.2.). North Estonia exhibits somewhat higher levels of difficulties
(35.8% for TEA and 33.8% for EBO), and West Estonia (35% for EBO).
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Figure 4.2. The percentage of early-stage entrepreneurs (TEA) and established business owners (EBO)
who think starting a business is more difficult compared to one year ago
Source: Authors’ calculations based on GEM 2023 data




In the post-pandemic era in 2023,
respondents were asked to which extent the
pandemic has led to new entrepreneurial
opportunities (Figure 4.3.). In Estonia, 28.8%
of early-stage entrepreneurs and 18.1% of
established business owners perceived new
opportunities. This indicator is lower than in
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Europe and high-income countries. When
observing country groups, most new opportu-
nities are seen in middle-income countries,
followed by high-income countries, while the
fewest new opportunities have emerged in
low-income countries.

49.5
427
374 38.6 4
34.0
28.76 30.0 .
8.06

Middle income
economies

High income
economies

B Total early-stage Entrepreneurial Activity (TEA)
u Established businesses Ownership (EBO)

Figure 4.3. The percentage of early-stage entrepreneurs (TEA) and established business owners (EBO)
who agree that the pandemic has led to new opportunities they wish to pursue

Source: GEM Adult Population Survey 2023

Regarding regional differences in
Estonia, a higher level of new opportunities
than the Estonian average is perceived in the
early-stage entrepreneurship phase in Western
Estonia, Northern Estonia and Southern
Estonia (Figure 4.4.). In the established busi-
ness ownership phase, more opportunities
than the Estonian average are seen in Central

Estonia and Southern Estonia. There are strik-
ing differences between the entrepreneurship
phases in most regions, particularly in
Western Estonia and North-Eastern Estonia
(where the TEA phase is more optimistic),
and Central Estonia (where the EBO phase is
more optimistic).
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Regarding societal attitudes, although
fewer opportunities for starting a business are
perceived and the fear of failure has increased
in Estonia by 2023 compared to 2017, the rate
of entrepreneurial intentions has remained
relatively stable over time. As to societal val-
ues, the perception of high status attributed to
successful entrepreneurs has risen since
2017, while the view of entrepreneurship as a

4.2 Business growth expectations

Individuals starting and running a
new business impact society depending on
the number of people they expect to employ
in five years besides having the founder of the
business (GEM 2023/2024, 2024). In Estonia
5.9% of early-stage entrepreneurs out of the
adult population of 18-64 years old expect to
create no jobs, 5% plan to create 1-5 jobs and
2.1% plan to create six or more jobs (Figure
4.5.). This overall trend is like that of Europe

good career choice has remained stable.
Respondents were also asked to which extent
they agree that the pandemic has created new
opportunities they wish to pursue, and that
indicator is lower in Estonia than in Europe
and other high-income countries. This reflects
mixed attitudes and values toward entrepre-
neurship.

on average in that job creation expectations
are comparatively low. Compared to Europe
on average, and other Baltic states, Estonia
has the highest share of new businesses that
plan to create no new jobs. In Lithuania, the
intentions to create new jobs are lower than in
Estonia, whereas Latvia has a higher propor-
tion of entrepreneurs (4.2%) who plan to
create six or more jobs in the next five years
compared to the other Baltic states.
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Regarding the TEA and EBO, about  (23.6% and 24.1% respectively). When ex-
half of the entrepreneurs expect to create one  ploring TEA more closely, the nascent entre-
to five jobs in the next five years (57.1% and  preneurs are somewhat more positive about
54% respectively) (Figure 4.6.). And about  job creation than new business owners.

a quarter plan to provide six or more jobs
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Figure 4.6. Job growth expectations among Estonian entrepreneurs expecting to employ 0, 1-5 or 6
more people in five years (%)
Source: GEM Adult Population Survey 2023




Concerning regional comparison in
Estonia, in most regions, the stage of entre-
preneurship does not create a difference re-
garding job expectations (Figure 4.7.). There
are two exceptions.
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In Central Estonia, the EBO busi-
nesses expect to create more jobs than those
in the TEA phase. In North-Eastern Estonia
the trend is reversed, in that early-stage entre-
preneurs (TEA) plan to provide more new
jobs.
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Figure 4.7. Job growth expectations of early-stage entrepreneurs (TEA) and established business
owners (EBO) among entrepreneurs in Estonian regions expecting to employ 0, 1-5 or 6 more people

in five years (%)
Source: GEM Adult Population Survey 2023

Regarding high expectations of reve-
nue coming from customers outside of the
specific economy (25% or more), early-stage
entrepreneurs (TEA) have higher expecta-
tions than established business owners (EBO)

both in Estonia and in other countries (Figure
4.8.). The figures for these two phases of
entrepreneurship are higher in Estonia than in
Europe and other Baltic states.
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Looking at high revenue expectations  highest (Figure 4.9.), followed by Slovenia
from customers outside of the specific econ-  and Latvia, while the lowest figures are in
omy in a wider international comparison at  Poland and Lithuania.
the TEA stage, the Estonian indicator is the
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Figure 4.9. The percentage of those starting or running new businesses in selected European countries
and anticipating 25% or more of revenue coming from customers outside that economy
Source: GEM Adult Population Survey 2023




Regarding business growth intentions
among Estonian new businesses, there is a
significant intention to create one to five jobs
over the next five years, indicating cautious
growth expectations. Additionally, the inten-

4.3 Sustainability beliefs and activity

According to Schaltegger and Wagner
(2011), sustainable entrepreneurship involves
pursuing business opportunities that contrib-
ute to sustainable development by generating
social, environmental, and economic gains.
This approach goes beyond traditional entre-
preneurship by embedding sustainability into
the core mission and operations of the enter-
prise. Sustainable entrepreneurship involves
launching new sustainable firms and main-
taining and modifying current ones to make
them more sustainable (Sreenivasan and
Suresh, 2023). Studies on entrepreneurship
have noted the importance of sustainable
entrepreneurship (Mufioz and Cohen, 2018),
at the same time, it has been found that they
focus more on how entrepreneurship can con-
tribute to economic growth and less on how it
could be integrated into economic, social,
and environmental issues (Acs et al., 2018;
Nakamura, 2019). The GEM study explores
sustainability-related awareness and activi-
ties, exploring also to which extent the entre-
preneurs are aware of United Nations sustain-
able development goals (SDGs).

tion to create six or more jobs is low in inter-
national comparison. At the same time, these
new businesses are highly international, with
the highest expectation of revenue from cus-
tomers outside the domestic market (25% or
more) among the compared regions.

The 2023 GEM data shows one-fifth
of entrepreneurs in Estonia (21.3%) are aware
of the 17 United Nations SDGs, compared to
31.2% in Europe. In Latvia the overall aware-
ness is similar to that of Estonia, in Lithuania,
it is higher (39.3%). About one-fifth of entre-
preneurs in Estonia (21.9%) have identified
any of the goals which are a priority for their
business, compared to the European average
of 54.2%. This indicator is also much higher
in Latvia and Lithuania.

While established business owners
are more aware of SDGs than early-stage
entrepreneurs in Estonia (Figure 4.10.), early-
stage entrepreneurs have more frequently
identified SDG goals to work towards. Still,
in international comparison, this is rather low
as the lowest levels of entrepreneurs starting
or running a new business who had identified
any SDGs as a priority for their business,
were in 2023 in the Republic of Korea,
Estonia, and Colombia.

While the highest levels were in South
Africa, China, Thailand, Canada, Lithuania,
and Mexico. (GEM 2023/2024, 2024).
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The values of people living in Estonia
have been rather stable during the past two
decades (2004-2021) according to the Euro-
pean Social Survey, with comprehensiveness
(considering and protecting people and the
environment, which is related to sustainabil-
ity) ranking the highest in 2021 (Rammer,
2023). However, when we look at the busi-
ness settings, there is a need to balance the
aspirations of economic gains with environ-
mental and social motives. A study of metal
and wood industries conducted in 2023 in
Estonia indicated that the motivations of busi-
ness owners to undertake sustainable prac-
tices fall mostly in the middle of the extrinsic-
intrinsic motivation scale (Gerstlberger et al.,
2023a; Gerstlberger et al., 2023b) and empha-
sis on sustainability as a solely intrinsic value
IS not so widespread.

The GEM study explores whether
new and established entrepreneurs consider
environmental and social implications when
making decisions about their businesses. The
data indicates that entrepreneurs in Estonia

consider environmental sustainability the
most when making decisions about the future
of the business (59.3%), followed by social
sustainability considerations (55.9%) and pri-
oritising social and/or environmental impact
above profitability (30.1%). While social sus-
tainability becomes more important when the
business has been active longer, both, envi-
ronmental sustainability and prioritising
social and/or environmental impact above
profitability decrease in time, being lower for
established business owners than for early-
stage entrepreneurs. The difference with the
European average when looking at all busi-
nesses is highest for prioritising social and/or
environmental impact above profitability
(30.1% in Estonia and 49.5% in Europe).
The first trend where prioritising
social and/or environmental impact above
profitability is valued less than environmental
and social sustainability is also apparent in
the neighbouring countries Latvia and Lithu-
ania and Europe. The second trend, where
established businesses tend to place less




emphasis on sustainability considerations than
early-stage entrepreneurs holds for Latvia
and Europe in general. In Lithuania, on the
other hand, the established business owners
place more value on the social and environ-
mental implications of their activities and
prioritise social and/or environmental impact
above profitability.

Regarding sustainability practices,
41.2% of entrepreneurs in Estonia have taken
steps to minimise the environmental impact
of their businesses and 21.9% have tried to
maximise their social impact. These indica-
tors are lower than in Europe in general
(60.0% and 41.6% respectively) and also in
reference countries Latvia and Lithuania.
While the indicator for taking steps to mini-
mise the environmental impact of their busi-
nesses is in Estonia more like that of other
countries, the indicator for maximising social
impact is low in international comparison.
Estonia, France and Norway had the lowest
proportions of new entrepreneurs agreeing
with the statement about maximising social
impact, while Sweden and Estonia had the
lowest proportions of established business
owners in agreement (GEM 2023/2024,

2024). Furthermore, when looking at entre-
preneurs who have taken steps to minimise
the environmental impact of their businesses,
there are no significant differences between
the TEA and the EBO phases of entrepreneur-
ship in Estonia. When looking at the busi-
nesses that have tried to maximise their social
impact, entrepreneurs in the TEA phase have
been more active compared to the EBO
phase. (Ibid.)

Regarding gender differences, women
tend to be more aware of SDG goals at early
and established stages of entrepreneurship
(Figure 4.11.). At the established entrepre-
neurship phase, women are over four times
more likely to set one of the SDG goals as
their target to follow, while at the early stage
of entrepreneurship, there are no notable
differences. As to practising sustainability,
women tend to practise more environmental
sustainability in both phases of entrepreneur-
ship.

They tend to show a stronger focus on
the social pillar of sustainability at the estab-
lished phase of entrepreneurship, while men
tend to be more socially conscious in the early
phase of entrepreneurship.
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The data on businesses suggest that
while environmental and social considera-
tions are valued in Estonian society, there is
significant potential for further developing
sustainable business activities compared to
target countries and the European average.

Established businesses are aware of sustaina-
bility considerations but are less likely to set
and practise these goals compared to early-
stage entrepreneurs. Women tend to be more
aware of sustainability issues, though the data
on their goal-setting and sustainable practice
IS more varied.




THE DIVERSITY OF ENTREPRENEURS

In a rapidly changing environment, it
is important to pay attention to the different
aspects of business diversity (e.g. race, age,
ethnic origin, socio-economic status, physical
abilities, religious beliefs, political beliefs,
etc.) (Verheul, & van Stel, 2007; Zhou, &
Rosini, 2014; Alexandre-Leclair, 2014;
Karlsson et al., 2019; Prenzel et al., 2024),
encouraging innovation, creativity, establish-
ing contacts with new customers and markets,

5.1. Who are entrepreneurs

Throughout the ages, attempts have
been made to define an entrepreneur through
several definitions. Some authors think an
entrepreneur is looking for the biggest possible
profit; others think an entrepreneur wants to
be useful to society. Innovative thinking is
important today because technology and
knowledge are developing rapidly.

One of the earliest and best-known
definers of modern entrepreneurship was
Schumpeter. He argued in 1934 that an entre-
preneur is an innovator rather than a profit
seeker who takes the initiative, resulting in
changes (Rae, 2007: 25) that create value.
Entrepreneurs can and desire to change their
organisation from within. They may not be
the leaders of an organisation, but they have

the formation of strong networks, and inspir-
ing future generations.

In this report, we discuss the diversity
of entrepreneurship in connection with the
concept of an entrepreneur and the age and
gender aspects. We will analyse data from
Estonia and some European countries in 2014
and 2023. We will highlight which motivat-
ing factors Estonia and Europe consider
important opportunities and need-based
early-stage entrepreneurs.

a willingness to try new things that create
value. (Neck et al., 2024). However, Kirzner
(1973, cited in Rae, 2007: 26) and Shane and
Venkataraman (2000) believe that the entre-
preneur is still motivated by profit and con-
stantly seeks new opportunities.

The aspirations of entrepreneurs affect
all aspects of everyday life (e.g. electricity,
music, transport, agriculture, manufacturing,
technology, etc.). Although pandemics,
unemployment, recession, war, and natural
disasters can make it difficult to see entrepre-
neurial opportunities, they often create new
alternatives for economic development and
encourage the discovery of solutions to
emerging problems. (Neck et al., 2024)



Community and networking play an
important role in business. Strong networks
enable better access to finance, emotional
support and knowledge, and multilateral
learning and exchange of information. It is
important to create consistent, purposeful
contacts to find new ideas or increase existing
options. (Cope, Jack, & Rose, 2007)

Sarasvathy (2008) believes that effec-
tive entrepreneurs take the initiative to create
new opportunities and markets and recognise
failures to learn from them. They build rela-
tionships with employees, customers, suppli-
ers, shareholders, communities and networks
affected by the company’s performance.
Rosen (2015) adds that cooperation and infor-
mation sharing with other entrepreneurs and
potential investors are more important than
skills when testing new ideas and gaining
trust.

Regardless of the obstacles, some en-
trepreneurs are ready to change the world. For
example, Alexander Graham Bell invented
the telephone (1875); Josephine Cochrane in-
vented, manufactured and sold the first mod-
ern dishwasher (1893); John Blankenbaker
created the first personal computer (1971);
Henry Ford introduced the moving assembly
line (1920); Vinton Cerf and Bob Kahn de-
veloped the data transfer protocol, TCP/IP,
which gave rise to the Internet (1980), and
Andrew Weinreich created the first social
networking platform, Six Degrees (1996).
Today, the introduction of the iPhone (2007),
blockchain (2008), various cryptocurrencies

(starting with Bitcoin in 2009), the main-
streaming of augmented reality (originally
developed in 1968), and artificial intelli-
gence. (Cited in Neck et al., 2024)

Total Early-Stage Entrepreneurial
Activity (TEA) refers to the proportion of the
adult population actively involved in starting
a new business or managing a business less
than 42 months old. On the other hand, estab-
lished Business Ownership (EBO) measures
the proportion of the adult population that
owns and manages an established business
over 42 months old. Research by Shane and
Venkataraman (2000) highlights that entre-
preneurship is not just limited to creating new
businesses but encompasses a broader set of
activities related to innovation, risk-taking,
and opportunity exploitation. High levels of
TEA often indicate an environment where in-
dividuals are motivated and equipped to start
new ventures. As these ventures mature over
time, they contribute to an increase in EBO.
Therefore, there is a positive relationship
between TEA and EBO, with high levels of
TEA potentially leading to higher levels of
EBO in the future. Cooney (2012) suggests
that high levels of TEA indicate that policies
encouraging entrepreneurship, such as access
to funding, enabling access to markets,
mentorship programs, and regulatory support,
effectively stimulate new business creation.
Conversely, a low transition rate from TEA to
EBO may indicate barriers to business sus-
tainability and growth that must be addressed.




5.2 Age differences
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Figure 5.1. Entrepreneurial activity for age groups in Estonia
Source: Authors’ calculations based on GEM 2023 data

Baycan et al. (2003) found that age,
generation, gender and social network affect
entrepreneurship. Figure 5.1. reveals that
according to the level of entrepreneurial
activity in the early stage (TEA), the younger
age group (18-34 years old) surveyed are
more likely to create new companies. The
proportion of the younger age group was the
highest (25.1%) in 2017. On the other hand,
for the respondents of the older age group
(EBO, 35-64 years old), it is important to
have an already operating company. As with
the younger age group, the share of entrepre-
neurial activity in the older age group was
also the highest (14.3%) in 2017.

The level of total early-stage entrepre-
neurial activity (Figure 5.2.) can vary across

regions and sectors due to differences in eco-
nomic conditions, industry dynamics, and
support structures for entrepreneurship.
Wennekers et al. (2005) highlight the im-
portance of considering regional and sectoral
variations in entrepreneurship to tailor poli-
cies and interventions effectively. Younger
individuals may have higher levels of entre-
preneurial activity due to factors such as
higher risk tolerance and greater access to
resources like education and mentorship.
Conversely, older individuals may engage in
entrepreneurship as a second career or to
leverage their accumulated expertise and
networks (Aldrich & CIiff, 2003). Youth
unemployment rates, for example, can drive
younger individuals towards entrepreneur-
ship as an alternative to traditional employ-
ment.
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5.3 Gender differences

Women may be better equipped to
exploit diverse religious and language net-
works when trying to start a business and run
an enterprise. Research suggests that female
social networks tend to be more diverse than
men’s since women must rely on multiple
contacts to advance professionally or socially
(Ibarra, 1993). In addition, the heterogeneity
of female networks implies that women main-
tain weaker ties and are more likely to chan-
nel novel ideas and information (Miller &
Triana, 2009). Likewise, it may be easier for
women to reap the benefits of diversity since

they tend to be more concerned than men
about the consequences of their behaviour on
others. For example, in group lending arrange-
ments, women are more sensitive to the threat
of social sanctions and are, therefore, less dis-
posed to renege on their loans (Armendariz &
Morduch, 2005: 218-19).

Women’s entrepreneurship is consid-
ered a factor in economic development, espe-
cially in developing countries. Indeed, by
creating their own companies, women help
reduce the unemployment rate in their coun-
tries and even increase the employment rate



by recruiting other people. So, women can
contribute to their country’s economic growth
and diversify the different sectors. However,
women and men entrepreneurship differ in
their personal and business profiles: they start
and run businesses in different sectors, de-
velop different products, pursue different
goals and structure their businesses differ-
ently (Brush, 1992; Fischer et al., 1993,
Chaganti & Parasuraman, 1996; Carter et al.,
1997; Verheul, 2003)7. Increasingly, research
is considering the difference between men
and women in entrepreneurship., We regard
women, in general, as less keen than men to
choose entrepreneurship to make a living for

different reasons such as risk aversion,
culture, financial issues, etc.

Research shows that men are more
involved in early-stage entrepreneurial activ-
ity than women across various countries. This
gender disparity in TEA is attributed to a
multitude of factors, including cultural norms
and access to resources. Studies suggest that
men and women may have different motiva-
tions for entrepreneurship. While men often
cite opportunity recognition and wealth crea-
tion as primary motivations, women may be
more influenced by work-life balance and
flexibility factors.

Table 5.1. Gender differences in early-stage and established businesses

TEA23 (%) EBO23 (%)

male female male female
Estonia 16.2 9.9 9.7 6.1
Latvia 16.5 12.2 13.9 75
Lithuania 6.1 7.2 16.5 12.7
Slovenia 9.0 5.0 12.8 4.6
Slovakia 12.6 8.9 4.4 35
Croatia 16.4 9.9 6.6 3.8
Hungary 12.7 7.1 9.7 5.1
Poland 2.8 2.4 12.4 10.9
Romania 6.8 4.9 6.3 3.9
Sweden 11.1 7.3 8,.0 2.8
Norway 8.8 4.9 8.2 6.9
Europe average 11.0 1.7 9.2 5.8

Source: Authors’ calculations based on GEM Global report 2023

Gender differences in early-stage en-
trepreneurial activity and established busi-
ness ownership reflect broader societal
norms, structural inequalities, and institu-
tional barriers impacting women’s entrepre-
neurship participation. Addressing these

challenges requires a multifaceted approach,
including policy reforms, cultural shifts, and
targeted support programs aimed at promot-
ing gender equality and fostering an inclusive
entrepreneurial ecosystem.




Table 5.2. Gender differences in Estonian regions

North Estonia
West Estonia
Central Estonia
North-East Estonia
South Estonia

All Estonia

Involved in TEA (%)

male female
17.6 10.4
16.0 11.1
11.8 5.2
7.9 3.6
18.1 13.0
16.2 9.9

Source: Authors’ calculations based on GEM Global report 2023
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Figure 5.4. Gender differences in global comparison
Source: Authors’ calculations based on GEM Global report 2023

Women’s entrepreneurship contrib-
utes to the growth in economic development,
especially in developing countries, helping to

5.4 Regional differences

Regarding the regional division of en-
trepreneurial activity in Estonia while look-
ing at five regions, Western Estonia and
Southern Estonia stand out as the most entre-
preneurial (Figure 5.5.), followed by Northern
Estonia. In Central and North-Eastern
Estonia, however, the overall entrepreneurial

reduce the unemployment rate and diversify-
ing different sectors (Alexandre-Leclair,
2014).

activity is lower than in Estonia on average.
The high entrepreneurial activity rate in
Western Estonia is due to the high TEA rate
and EBO rate, while the high entrepreneurial
activity rate in Southern Estonia is mainly
due to the high TEA rate.



The potential entrepreneurship rate is
almost equally high in Northern Estonia and
Western Estonia, followed by Southern Esto-
nia. It is the lowest in Central Estonia. While
the actual entrepreneurship rate is compara-
tively low in North-Eastern Estonia, their
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potential entrepreneurship rate is relatively
high compared to other Estonian regions.
The exit rates in different regions are almost
similar and do not deviate much from the
Estonian average rate.
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Figure 5.5. The level of entrepreneurial activity in Estonia (% of people aged 18-64)
Source: Authors’ calculations based on GEM 2023 data

All-in-all different types of entrepre-
neurial activity increased from 2014 to 2017
and then decreased to 2023 (Table 5.3.).
These are also the trends in most Estonian re-
gions apparent for total entrepreneurship and
the TEA and the EBO rates. There are some

exceptions, e.g., the potential entrepreneur-
ship rate has increased steadily in West
Estonia and remained stable in North-Eastern
Estonia (and has not decreased in 2023).
The business exit rate has also remained
stable in some regions, like North-Eastern
and South Estonia.




Table 5.3. Entrepreneurial activity by region in Estonia

Years North West Central  North-  South All
Estonia  Estonia  Estonia  East Estonia  Estonia
Estonia
Potential 2014 11.5 12.2 13.7 7.0 8.6 10.6
entrepreneurship 2017 25.6 17.9 18.4 15.0 23.4 22.3
rate 2023 20.3 20.0 9.9 15.9 18.0 18.3
Early-stage 2014 10.2 9.2 10.0 3.7 10.8 94
entrepreneurial 2017 23.3 18.4 16.2 8.7 18.8 19.4
activity (TEA) 2023 141 137 8.2 5.6 15.7 13.1
Established 2014 5.3 8.8 3.9 2.1 7.6 5.7
business 2017 11.3 14.4 13.6 8.7 10.5 114
ownership (EBO) ~ 5gp3 8.2 11.4 4.9 25 8.9 7.9
Any business rate 2014 154 18.0 13.3 5.8 18.4 14.9
(TEA+EBO) 2017 33.5 30.0 29.7 16.9 28.4 29.7
2023 22.1 25.1 12.6 7.6 23.4 20.5
Business exit rate 2014 5.0 4.1 1.7 51 2.4 4.0
2017 5.5 3.1 3.2 3.7 39 4.4
2023 3.9 5.0 4.4 3.6 3.7 4.0

Source: Authors’ calculations based on GEM 2023 data

Table 5.4. provides an overview of
business-related attitudes in Estonia by
regions. In 2023, the degree of ease of starting
a business was highest in North Estonia
(81.0%) and South Estonia (79.9%), while it
was significantly lower in North-East Estonia
(52.4%). In Western and Central Estonia,
there was also an increase by 2023, 78.0%
and 72.0%, respectively. The highest rate of
perceived opportunities in 2023 was in South
Estonia (56.8%) and North Estonia (55.7%),
compared to a significantly lower rate in
North-East Estonia (17.8%). Perceived op-
portunity rates have changed in all regions
between 20142023, for example in Central

Estonia it dropped from 44.87% to 34.0% in
2017-2023. The highest perceived capability
rate in 2023 was in North Estonia (48.9%)
and South Estonia (47.9%), while it was
lower in North-East Estonia (34.8%). In
Central Estonia, the rate of perceived capabil-
ity decreased from 2017 to 2023, falling from
47.21% to 45.0%. The rate of entrepreneurial
intentions in 2023 was the highest in Central
Estonia (18.26%) and Western Estonia
(16.3%). In Northern Estonia, the rate of
entrepreneurial intentions decreased in the
years 2017-2023, falling from 25.67% to
16.2%.



Table 5.4. Business related attitudes in Estonia by regions

Easy to Start a Perceived Perceived Entrepreneurial
Business Opportunities Capabilities Rate Intentions Rate
Rate

2014 2017 2023 2014 2017 2023 2014 2017 2023 2014 2017 2023

North - 79.9 81.0 8 75.0 557 470 517 489 115 257 16.2
Estonia

West - 69.8 78.0 3179 476 503 424 476 471 122 181 163
Estonia

Central - 69.7 720 2868 449 340 357 472 450 137 183 8.2
Estonia

North- - 60.7 524 3681 346 178 318 382 348 7.0 152 126
East
Estonia

South - 709 799 4182 577 56.8 416 535 479 86 234 145
Estonia

All - 73.7 773 4944 61.0 495 425 49.7 468 106 223 147
Estonia

Source: Authors’ calculations based on GEM Global report 2023

In the case of early stage entrepre-
neurship (TEA), the TEA rate of university
graduates was highest in Western Estonia
(19.6%), followed by Northern Estonia
(16.8%) and Southern Estonia (15.4%)
(Table 5.5.). In Northeast Estonia, the TEA
rate of university graduates is the lowest
(4.4%). Regarding non-university graduates,
the highest TEA rate was in South Estonia
(15.9%), while it was the lowest in Central
Estonia (4.1%). In the established entrepre-
neurship (EBO) phase, the EBO rate for uni-
versity graduates was also the highest in
Western Estonia (18.0%), followed by South-
ern Estonia (13.3%) and Northern Estonia

(10.8%). In Northeast Estonia, the EBO rate
of university graduates was the lowest
(2.4%). Regarding non-university graduates,
the highest EBO rate was in Western Estonia
(5.4%), while it was the lowest in Central
Estonia (1.6%).

The general trend is that in all regions
university graduates show higher rates of
TEA and EBO compared to non-university
graduates. Western Estonia stands out espe-
cially with high indicators in both categories.
For non-university graduates, the TEA rate in
South Estonia is higher than in other regions,
but the EBO rates are generally low in all
regions.




Table 5.5. Entrepreneurial activity by education level in Estonian regions

Total early-stage Entrepreneurial Established Business Ownership

Activity (TEA) (EBO)
Graduates Non-graduates Graduates Non-graduates
North Estonia 16.8 10.3 10.8 4.5
West Estonia 19.6 8.1 18.0 5.4
Central Estonia 13.9 4.1 9.0 1.6
North-East Estonia 4.4 7.2 2.4 2.6
South Estonia 15.4 15.9 13.3 35
All Estonia 15.3 10.3 111 3.9

Source: Authors’ calculations based on GEM Global report 2023

In summary, in the regional distribu-
tion of Estonian business activity, the most
active regions are Western Estonia and
Southern Estonia, followed by Northern
Estonia. Entrepreneurial activity in Central
and North-East Estonia is lower than the
average in Estonia, although the potential for
entrepreneurship is relatively high in North-
East Estonia. The high entrepreneurial activ-
ity in Western Estonia results from high rates
of both TEA and EBO, while in South
Estonia the main factor is the high rate of
TEA. In Estonia as a whole, the activity of
various entrepreneurial phases has increased
from 2014 to 2017 and then, unfortunately,
decreased until 2023, and such trends are also
noticeable in most regions of Estonia.

The indicators of Northern Estonia and
Southern Estonia continue to be strong in
perceptions and intentions related to entrepre-
neurship, especially in the ease of starting a
business and perceived opportunities.
Northeast Estonia stands out with lower
indicators, especially in the rates of perceived
opportunities and capabilities, which may
indicate regional challenges in business

development. In Central Estonia, there has
been a decline in entrepreneurial intentions
and perceived opportunities, which may indi-
cate the need for additional entrepreneurial
initiatives or a supportive environment. In
Western Estonia, indicators related to entre-
preneurship are generally stable, but no no-
ticeable increase in entrepreneurial intentions
has been observed.

In Western Estonia, university gradu-
ates are particularly active both in the early
phase and in established entrepreneurship,
which indicates strong entrepreneurship
opportunities and support in this region. In
Northern Estonia, university graduates are
also active, but the entrepreneurial activity of
non-graduates is lower. In Central and North-
Eastern Estonia, the entrepreneurial activity
of both graduates and non-graduates is lower,
which may indicate regional challenges in the
development of entrepreneurship. In South
Estonia, the TEA rate of non-graduates is
high, but the EBO rates remain low, which
may indicate more early-stage entrepreneur-
ial activity, but less established entrepreneur-
ship.



ENTREPRENEURSHIP AS A CHOICE

Entrepreneurship is driven by individ-
ual choices, conditions of the entrepreneurial
ecosystem, entrepreneurs' personality and
their motivations. The decision to start a busi-
ness is affected by courage, multiplying
income, solving environmental, technology
or societal challenges, or simply earning
income and struggling with unemployment
(Eggers & Macmillan, 2013; Kacou, 2010).
The reasons behind the entrepreneurial
choices influence business objectives, organ-
isational structure, product and process orien-
tations, the potential for growth, development
and collaboration choice, also an inclination
toward sustainability and economic perfor-
mance (Haldar, 2019; Hooi et al., 2016). En-
trepreneurs’ motivation is an important indi-
cator for policymakers, stakeholders and the
ecosystem, as it ensures the stable emergence
of new businesses in the economy (Guerrero
et al., 2021; Mason & Brown, 2014; Cao &

6.1 Why start or stop a business

The 2023 GEM study entrepreneurial
motivation includes the following indicators:
1) making a difference in the world;
2) achieving substantial wealth; 3) continuing
a family tradition, and 4) earning a living due
to job scarcity.

Shi, 2021). Estonian entrepreneurs’ motiva-
tions are formed under specific operations in
the digital entrepreneurial  ecosystem
(Dorjnyambuu, 2023), and internationalisa-
tion orientation of the ecosystem (Velt, 2020;
Velt et al., 2018) and pressure towards sus-
tainability excellence (Kekkonen et al., 2023)
and orientation towards a circular economy
(Kiittim et al., 2023; Manea et al., 2021).

The tendency and motivation to stop
business are also important economic indica-
tors characterising the ability to optimise
resources and ensure evolutional growth and
better productivity by establishing new
successful businesses instead of closing the
old ones (Srimulyani & Hermanto, 2021).

There are several reasons to exit the
business, either negative or positive: from
business losses to retirement or moving to
new challenges. Entrepreneurial motivation
and reasons for business exiting in Estonia
are analysed in this chapter.

Those starting or running a new busi-
ness select from a five-point scale (strongly
agree, somewhat agree, neither agree nor
disagree, somewhat disagree and strongly
disagree), and can choose one or more of




these motivations (and many do choose more
than one).

Motivations for starting and running a
business in Estonia, European countries, and
categories of countries by income level in
2023 (% of young business owners — TEA)
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are presented in Figure 6.1. The Estonian data
is compared with GEM results for EU coun-
tries and low, middle and high-income coun-
tries according to the World Bank classifica-
tion (Figure 6.1.)
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Figure 6.1. Motivations for starting and running a business in Estonia, the European countries sur-
veyed, and categories of countries by income level in 2023 (% of young business owners — TEA)

There is a variation in the share of
entrepreneurs starting businesses, who agree
with the motivation “to make a difference in
the world” (Figure 6.1.). The indicator for
Estonia is lowest at 33.4%, compared to 41.9
in Europe, 40 in low, 56.6 in middle and 45.2
in high-income countries. The same situation
is with the motivation “to build great wealth
or very high income”: 39.9% agreed in
Estonia, compared to 52.3 in Europe, 71.6 in
low-, 60 in middle- and 57.4 in high-income
countries. The rarest motivation to start a
business in Estonia is “to continue a family
tradition” — only 17.4%. This motivation is
also low in Europe 24.8% and 28.7 % in high-

income countries. However, it is higher in
low-income countries at 36.4% and the
highest in middle-income countries at 46.1%.
The most common motivation to start a
business in Estonia is “to earn a living
because jobs are scarce” — 54.6% agreed,
almost the same level as in Europe 57.4% and
in high-income countries 59.8%. Low- and
middle-income countries reported a higher
percentage of entrepreneurs, who agreed with
this motivation — 82.7 and 80.9 respectively.

Motivations for starting and running a
business for regions of Estonia in 2023 is
presented on Figure 6.2.
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Source: Authors’ calculations based on GEM 2023 data

The variation between motivations is
quite large between Estonian regions. The
share of entrepreneurs starting a business,
who agree with the motivation “to make a dif-
ference in the world” (Figure 6.2.) is lower in
Northern Estonia 28.9% and Central Estonia
28.6%. It is significantly higher in Western
Estonia 37.9%, Northern East Estonia 40%
and Southern Estonia 39.7%. There is less
variation in the motivation “to build great
wealth or very high income”: Northern
Estonia 43.4%, Western Estonia 42.9, North-
Eastern Estonia 45.5 and Southern Estonia
36%. However, Central Estonia shows a
deviation — only 15.4%. The motivation
“to continue a family tradition” is lower in
Northern Estonia — at 14.9%, in Western
Estonia at 13.8%, in South Estonia at 16%,
and much higher in Central Estonia and
Northern East Estonia at 33.3% in both. The

motivation “to continue a family tra-

dition” is the rarest in Estonia — only 17.4%.
(Figure 6.1.). The most common motivation to
start a business in Estonia is “to earn a living
because jobs are scarce” — 54.6% (Figure
6.1.).
The regional distribution is as follows: the
highest rate is in Western Estonia 71%,
followed by Central Estonia 60%, South
Estonia 58.7%, North-Eastern Estonia 54.5%
and North Estonia 47.4%.

Motivations for starting and running a
business in Estonia by gender in 2023 (% of
young business owners — TEA) are presented
in Figure 6.3. In Estonia, there are no signifi-
cant gender variations in entrepreneurial
motivation: both female and male entrepre-
neurs are more likely to agree with the moti-
vation “earning a living because jobs are
scarce” 55 and 54.2% respectively. There are




no significant variations in motivations
“to make a difference in the world” (35.7 and
31.9% correspondingly) and “building great
wealth or high income” (41.4 and 39%
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respectively). However, male entrepreneurs
are more likely to “continue a family tradi-
tion” — 20.7% compared to 12.1% of female
entrepreneurs.
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Figure 6.3. Motivations for starting and running a business in Estonia by gender, 2023 (% of young

business owners — TEA)

Source: Authors’ calculations based on GEM 2023 data

6.2 How many adults exited a business?

The respondents were asked whether,
“in the past 12 months, they have sold,
shut down, discontinued or quit a business
they owned and managed”. The proportion
of adults in Estonia, compared to other
European countries, responding “yes” to this
question and to whether the business contin-
ued its activities after they quit, or not is

shown in Figure 7.4. The height of each
column shows the total exit rate. The rates
were highest in Sweden, Croatia and Estonia
— around 4% — a bit higher than the EU
average of 3.4%. The lowest exit rate was
reported in Romania at 1.41%.
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Exiting a business did not mean ceas-
ing its activities. The pink colour in Figure
6.4 shows the share of these businesses that
carried on their activities after exit, and grey
is the share that did not. Accordingly, 0.9%
kept going and 3.1 did not. The EU average
rate of continuation is 1.1%. The highest rate
is reported in Lithuania 1.7% and the lowest
in Romania 0.1%.

Those exiting a business in the past
year were asked to choose the most important
reason among a list of 12, ranging from
selling the business to family or personal rea-
sons. Some of these reasons can be classified
as positive (selling the business, another job,
a business opportunity or retirement) with
the rest categorised as negative. Figure 6.5.

exhibits the distribution of exits as positive,
negative or pandemic-related reasons. Many
of the most important reasons are negative,
ranging from 37.8% in Norway to 78.3% in
Romania. In Estonia, more than half — 58.4%
of businesses stop for negative reasons.
COVID as an exit reason accounts for less
than 1% of exits in Hungary, Lithuania, alt-
hough it accounts for around 10% in Estonia,
Croatia, and Slovakia. The highest rate is in
Poland — 36.3%. The share of positive rea-
sons for exiting a business is the highest in
Norway 60.1%, Slovenia 58%, Sweden 49.3%
and Lithuania 48.9%. About 30% of busi-
nesses in Estonia, Hungary and Croatia do not
exit for positive reasons.
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Figure 6.6. presents the positive, neg-
ative and COVID-related reasons for total
exits for Estonian regions. COVID-related
reasons have been reported only in North
Estonia contributing to 18.9% of all exit
cases. This region also shows the lowest share
of positive reasons — 27%. Positive reasons
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are dominant in Western Estonia — 54.5%,
respectively, this region also reports the
lowest rate of negative reasons to exit busi-
ness — 45.5%. The situation in North-Eastern
Estonia, Southern Estonia and Central Estonia
is almost the same.
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Figure 6.6. Positive, negative and COVID-related reasons within total exits for regions in Estonia (%

of exited businesses)
Source: GEM Adult Population Survey 2023



6.3 How resilient are entrepreneurs?

Resilience as the ability to withstand
or recover quickly from difficulties and
crises became an important characteristic for
companies operating in an unstable turbulent
environment, facing uncertainty and social,
economic, and political crises (Conz et al.,
2023; Mihoti¢ et al., 2023). Failing and
rising again is a typical personality trait for
serial entrepreneurs (Amankwah-Amoah
et al., 2022; Dabic et al., 2023). Learning
from failure and being ready to start new
ventures are parts of the resilience concept
(Ramezani & Camarinha-Matos, 2020; Korber
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& McNaughton, 2018) in entrepreneurship
studies. Resilience enables entrepreneurs to
adapt better to uncertainty and risky turbulent
environments (Bullough & Renko, 2013) and
provides innovation practices, tools and
methods for managing such volatile situa-
tions (Conz et al., 2023). GEM study
measures resilience in terms of the percentage
of adult entrepreneurs, who have exited a
business in the last 12 months and intend to
start another business venture in the next
three years. Figure 6.7 shows the comparison
of Estonian regions in terms of resilience.
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Figure 6.7. The percentage of those adults who have exited a business in the last 12 months who intend

to start another business in the next three years

Source: Authors’ calculations based on GEM 2023 data

In Western Estonia, 75% and in North-
Eastern Estonia 66.7% of entrepreneurs who
had exited a business in the last 12 months
reported that they intend to start another busi-
ness venture in the next three years. The same
intention was expressed by 41.9% of entre-
preneurs in Northern Estonia, 35.3% in South
Estonia and 33.3% in Central Estonia. The
average number for Estonia is 44.1 %.

The findings provide insights to poli-
cymakers in Estonia on how to enhance more
people with an entrepreneurial mindset and
great ideas to start new businesses. Learning
more about the reasons for business closure
may assist decision-makers in activating the
necessary levers in the ecosystem for more
innovative and sustainable entrepreneurship
(Laukkanen & Patala, 2014; Colombelli et al.,




2019). The most common maotivation to start
a business in Estonia is “to earn a living
because jobs are scarce” — 54.6% agreed,
almost the same level as the European 57.4%
and in high-income countries 59.8%. The fact
should attract the decision-makers’ attention
to the Estonian job market situation, address
unemployment, improve the entrepreneurial

ecosystem and provide better stimuli for
entrepreneurs to start businesses.

Exit rates are generally low, perhaps
not an overly surprising fact as there is also
quite a high level of early-stage entrepreneur-
ial activity.



NATIONAL EXPERT STUDY

The entrepreneurial regional ecosys-
tem consists of different components such as
individuals, organisations, culture, infrastruc-
ture, and their interactions. The ecosystem
and its components play a crucial role in
fostering and supporting the development of
startups and entrepreneurial ventures within a
particular region or industry by nurturing the
entrepreneurial mindset and culture, develop-
ing and exploiting opportunities, launching
new firms, driving innovation, and contrib-
uting to the sustainability, growth or demise
of small firms (Wurth et al., 2022). The
investigation of the nature and role of these
factors have attracted growing attention from
researchers, policymakers and entrepreneurs
over the last couple of decades, starting some
15 years ago with the work of Isenberg (2010)
in the Harvard Business Review, where he
analysed and contrasted factors in the exter-
nal environment in multiple geographies
that contributed to the emergence of entrepre-
neurial ‘hot beds’. Overall, the entrepreneur-
lal ecosystem regulates access to various
resources essential for startups, including
funding, mentorship, talent, infrastructure,
and support services such as legal and ac-
counting assistance, and facilitates connec-
tions among entrepreneurs (networking op-
portunities), investors, mentors, industry
experts, and other stakeholders, creating
opportunities for collaboration, partnerships,

and knowledge exchange. The ecosystem
also fosters a culture of learning and sharing
the best practices through events, workshops,
accelerators, and incubators, helping entre-
preneurs acquire the skills and knowledge
needed to succeed. By providing support
structures and access to expertise, the ecosys-
tem helps mitigate the risks associated with
starting and growing a business, increasing
the likelihood of success for startups. Effec-
tive entrepreneurial ecosystems often work
with policymakers to create a conducive reg-
ulatory environment to encourage innovation,
entrepreneurship, and investment. Ecosys-
tems can also give startups access to potential
customers, markets, and distribution chan-
nels, helping them scale their businesses
more rapidly. A vibrant entrepreneurial eco-
system fosters a culture that celebrates entre-
preneurship, risk-taking, and innovation,
which can inspire and motivate aspiring
entrepreneurs. Entrepreneurs within the eco-
system can receive valuable feedback and
validation for their ideas and products, help-
ing them refine their offerings and better
address market needs. Overall, a robust entre-
preneurial ecosystem plays a critical role in
driving economic growth, innovation, and job
creation by supporting the creation and devel-
opment of startups and fostering a dynamic
environment for entrepreneurship to thrive.




7.1 Overview of GEM National Experts Survey (NES)

The GEM national experts survey
(NES) aims to collect opinions and insights
from professionals actively involved in the
entrepreneurship ecosystem of a certain coun-
try on its health and proper functioning. The
experts represent different local stakeholders
and organisations including educators, entre-
preneurial support organisations (ESOs), cen-
tral and local government, entrepreneurs, men-
tors, investors, infrastructure companies, etc.

The responses are collected against 9
Entrepreneurial Framework Conditions (EFCs)
and subcategories from A till I (Table 7.1.),
representing the different components of an
entrepreneurial ecosystem. They reflect “the
necessary oxygen of resources, incentives,
markets and supporting institutions for the

creation and growth of new firms” (Bosma et al.,
2008, p. 40). These EFCs shape the enabling
(or hindering) environment that allows the
discovery of entrepreneurial opportunities,
the emergence of firms as a result, and the
continued performance of their operations.
Additionally, in the 2023 GEM NES
Study (Table 7.1.), two more EFCs were
added: Sustainable Development Goals
(SDGs): the adoption of sustainable practices
by new firms, and the support of investors and
government to sustainability-oriented small
firms and women’s entrepreneurship: The
societal attitudes, willingness of investors,
availability of support services, and market
openness towards female entrepreneurs.

Table 7.1. Eleven Entrepreneurial Framework Conditions (EFCs) and subcategories

A. Entrepreneurial Finance. The availability and accessibility of funding and financial support instruments
Al. Entrepreneurial Finance: there are sufficient funds for new startups. The availability and accessibility of

funding and financial support instruments

A2. Ease of Access to Entrepreneurial Finance: and those funds are easy to access

B. Government Policy. The extent to which public policies, laws, and regulations support entrepreneurship
B1. Government Policy — Support and Relevance: policies promote and support startups

B2. Government Policy — Taxes and Bureaucracy: new businesses are not overburdened

C. Government Entrepreneurial Programs: quality support programs are widely available. The presence and
quality of programs directly assisting SMEs at all levels of government (national, regional, municipal).

D. Entrepreneurship Education. The availability, quality, and impact of different entrepreneurship education
and training courses and programs in schools and higher education institutions (HEISs)

D1. Entrepreneurial Education at School: schools introduce entrepreneurial ideas

D2. Entrepreneurial Education Post-School: colleges offer courses in how to start a business

E. Research and Development Transfers: research is easily transferred into new businesses. The transfer and
commercialization of scientific knowledge from research and development institutions to new and existing

SMEs

F. Commercial and Professional infrastructure: quality services are available and affordable. The availability
of legal and financial professional service providers and frameworks that assist entrepreneurs and support

SMEs

G. Entry Regulation. The ease of accessing new and existing markets and their degree of stability, or other-

wise dynamism

G1. Ease of Entry — Market Dynamics: markets are free, open and growing

G2. Ease of Entry — Burdens and Regulations: regulations encourage not restrict entry

H. Physical Infrastructure: good-quality, available and affordable. The availability and affordance of essential
infrastructure services such as communications facilities, utilities, and commercial spaces

I. Social and Cultural Norms: encourage and celebrate entrepreneurship. The prevailing societal norms which

can encourage entrepreneurial orientations and activities

SDG Sustainable Development Goals (SDGs). The adoption of sustainable practices by new firms, and the
support of investors and the government to sustainability-oriented small firms
P Women'’s entrepreneurship: The societal attitudes, investors willingness, availability of support services,

and market openness towards women entrepreneurs

Source: GEM Global Survey 2023, NES methodology



Experts responded to statements
organised under these 11 categories (9 EFCs
+ SDGs + Women’s entrepreneurship). Their
responses are recorded on a Likert scale from
0 to 10:

“Please assess the national conditions in-
fluencing entrepreneurial activity in your
country. Please select the most appropriate
option from 0 = completely false (CF) to 10
= completely true (CT).”

Moreover, experts were asked what
they consider the key factor to foster entre-
preneurial activity through a concise open-
ended question. They also were asked to
make one key recommendation for improving
the context for entrepreneurial activity in
Estonia.

Altogether there were 58 responses
collected from experts, out of which there
were 47 valid responses, the rest were not
fully completed. There are 24 male respond-
ents and 23 females. The average age of a
respondent is 47, and the range of age is
between 18 and 71. Eight respondents claimed
to have a college or university degree, 38 had

7.2 General findings

The results from the Estonian experts
are compared to those from GEM global,
across all the countries involved in the 2023
GEM survey. Additionally, they are com-
pared against the results from the national
report 2017, to identify the progression or
deterioration over the years. Moreover,
Estonia’s NES 2023 results are benchmarked
against those from neighbouring countries
that participated in GEM 2023, namely:
Latvia, Lithuania and the EU average.

Nine Entrepreneurial Framework
Conditions (EFCs) indicators and two addi-
tional EFCs on sustainability and women’s

a master’s degree or PhD, and only one
(18-year-old) had a secondary school educa-
tion. On average, respondents worked in 19
areas involved in entrepreneurship, the range
is from one to 33 years.

Respondents had specialisation in
finance (2), economy, economics, marketing
(12), engineering (5), engineering + law (1),
business management, public administration
(5), anthropology, andragogy (1), entrepre-
neurship (1), engineering and business (2),
communication (2), Forest Industry Engineer
and IT Engineer (1), governance of technol-
ogy (1), social scientist (1), materials technol-
ogy (1), Media (1), economics (business,
sales, marketing) and law (1), Innovation and
Technology Management (2), IT (2), physics
D).

Among the respondents, 20 identified
themselves as entrepreneurs, eight as inves-
tors, financiers, bankers, nine as policymak-
ers, 15 as business and support services pro-
viders in the private sector, 12 as business and
support services providers in the public
sector, and 11 as educators, teachers, and
researchers.

entrepreneurship in Estonia in 2023 presented
in Figure 7.1. are compared with average
levels in all European countries, where the
GEM national survey was conducted (EU
average). The means are calculated using a
Likert scale of 0-10 (where 0 is completely
false, 5 is neither false nor true and 10 is
completely true). Estonia well exceeds EU
GEM averages EFCs except for women’s
entrepreneurship (see details about this EFC
in the corresponding chapter of this report).
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Figure 7.1. NES survey results 2023: Estonia vs GEM global average
Source: Authors’ calculations based on GEM NES Survey data 2023

Estonian experts evaluated physical
infrastructure (7.2 in Estonia, 6.4 EU GEM)
and cultural and social norms (7.8 in Estonia
vs 4.8 EU average) (see sections 7.3.8 on
EFC H and 7.3.9. on EFC | of this report)
as very supportive for entrepreneurship in
Estonia. Also, governmental policies (5.8)
and access to governmental entrepreneurial
programs (5.7), access to entrepreneurial
education (5.8), market dynamics (6.0) and
sustainability indicators (6.1) received good
evaluations from experts supporting the
Estonian entrepreneurial ecosystem.

EFCs indicators in Estonia in 2023
compared to 2017 are presented in Figure 7.2.
In comparison with the last NES carried out
in 2017, three main ecosystem elements
improved: governmental support policies
(5.8 in 2023 vs 5.0 in 2017), entry regulation

(the ease of accessing new and existing mar-
kets and their degree of stability) (6,0 vs 5,0),
cultural and social norms and support for
entrepreneurs (7.8 vs 6.5), and availability of
entrepreneurial education (5.8 vs 5.3). Also,
cultural and social norms and societal support
were remarkably supportive in 2017 (6.5), but
they further improved in 2023 (7.8). This
could be attributed to the prevalence of startup
and unicorn success stories in Estonian media
(Invest in Estonia, 2021; Rang, 2019), as
political promotion of entrepreneurship and
innovation (Latitude59, 2017; Karis, 2022).
The transfer of research outputs and scientific
knowledge to small companies and their
consequent commercialisation has remained
consistently below the average, which can be
regarded as an inherent weakness in Estonia
(see details on this EFCs later in the report)



although well observed across GEM partici-
pating countries (4.1 GEM average). Experts
claimed that the level of R&D transfer had
been consistently low over these years (4,7 in
2017 and 4,9 in 2023). However, physical
infrastructure slightly decreased compared
to 2017 (7.2 in 2023 vs 7.6 in 2017) but

remained high (expert evaluation on a level
over 7). This could be attributed to recent
inflation waves engulfing Estonia (Pert,
2022), and the rest of the world. At the same
time, commercial and legal infrastructure
slightly decreased since 2017 (5.7 vs 6.0).
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Figure 7.2. NES survey results: nine EFCs in Estonia 2023 vs Estonia 2017, means (Likert scale 0-10)
Source: Authors’ calculations based on GEM NES Survey data 2023

Compared to the EU average, Estonia
outperforms in all EFCs (Figure 7.3.). Com-
pared to neighbouring countries (Latvia and
Lithuania), Estonia performs better than
Latvia. Together with Lithuania, Estonia leads
the pack on funding availability and ease of
access, supportive government policies and
regulations, education, entry regulations, and

sustainability. However, this leadership posi-
tion is lost on women’s entrepreneurship and
government entrepreneurial programs, R&D
transfer and commercial infrastructure fronts.
Estonia outperforms all other neighbours in
cultural and social norms. All EFCs catego-
ries in Estonia 2023 compared to the EU
average are presented in Figure 7.4.
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7.3 Expert opinions and discussion of EFC findings

7.3.1 Entrepreneurial finance (EFC A)

Are there sufficient funds for new
startups?

EFC A. Entrepreneurial Finance esti-
mates the availability and accessibility of
funding and financial support instruments
and includes two indicators Al. Entrepreneur-
ial Finance: the availability and accessibility

of funding and financial support instruments
and A2. Ease of Access to Entrepreneurial Fi-
nance: and those funds are easy to access.
Both were rated adequately (Table 7.2.) by
experts in Estonia (5.6 and 5.1, respectively).




Table 7.2. Entrepreneurial finance (EFC A)

mean
Topic Al: Finance (sufficiency) In my country there is sufficient...

A0l  equity funding (understood as entrepreneurs’ own financial resources) available 5,7
for new and growing firms

A02  debt funding (understood as bank loans and similar) available for new and growing 4,8
firms

A03  government subsidies available for new and growing firms 5,7

A04  informal investor funding (family, friends and colleagues who are private individ- 5,2
uals other than founders) for new and growing firms

A05  professional business angel funding (individuals who provide capital in exchange 6,5
for convertible debt or ownership equity) for new and growing firms

A06  venture capital funding (pooled investment funds for private equity stakes) for 6,4
new and growing firms.

A07  IPO (initial public offering) funding available for new and growing firms 5,0

A08  micro-funding (e.g. crowdfunding from many individuals contributing a relatively 55
small amount, typically via the Internet) for new and growing firms
Topic A2: Ease of getting financing In my country it is easy ....

A09  to get debt funding (bank loans and similar for new and growing firms) 4,7

Al10 to hire financial support services at a reasonable cost for new and growing firms 5,2

All  for nascent entrepreneurs to get enough seed capital to cover start-up and early- 50
stage expenses of a new business

Al2 to attract investors/funds to make a new business grow once the start-up phase has 55

been completed

Source: Authors’ calculations based on GEM NES Survey data 2023

Considering the Sufficiency of financ-
ing for entrepreneurs(Al), experts were asked
to reply to the set of 8 questions starting with
“In my country, there is sufficient...” by
marking a number from the Likert scale: from
0 — completely false, 5 — neither false nor
true, to 10 — completely true. The mean of
this indicator is 5.6, slightly higher than 5 on
a scale of 11.

Majority of sub-questions (indicators)
vary around the mean of 5: In my country
there is sufficient...equity funding (under-
stood as entrepreneurs’ own financial re-
sources) available for new and growing firms
(A01, mean 5.6); debt funding (understood as
bank loans and similar) available for new and
growing firms (A02, mean 4.8); government
subsidies available for new and growing
firms (A03, mean 5.6); informal investor
funding (family, friends and colleagues who
are private individuals other than founders)

for new and growing firms (A04, mean 5.2);
IPO (initial public offering) funding available
for new and growing firms (A07, mean 5.1);
micro funding (for example crowdfunding
from a large number of individuals contrib-
uting a relatively small amount, typically via
the internet) for new and growing firms (A08,
mean 5.5). Thus, experts evaluate the overall
sufficiency of financing, such as equity and
debt funding, governmental subsidies, infor-
mal investments (family, friends, etc), IPO
and micro-funding — as not very high. The
exceptions are professional business angel
funding (individuals who provide capital in
exchange for convertible debt or ownership
equity) for new and growing firms (AO5,
mean 6.5) and venture capital funding
(pooled investment funds for private equity
stakes) for new and growing firms (AQ6,
mean 6.4). Expert-evaluated professional
business angel funding and venture capital



funding are more sufficient/available for new
and growing firms in Estonia in 2023.
Evaluating the Easiness of getting
financing for entrepreneurs (A2), the experts
were asked to reply to the set of four ques-
tions starting with “In my country, it is
easy...” by marking a number from the Likert
scale: from 0 — completely false, 5 — neither
false nor true, to 10 — completely true. The
mean of this indicator is 5.1, slightly higher
than 5 on the scale of 11. All of the sub-ques-
tions (indicators) vary around the mean of 5:
In my country it is easy... “to get debt
funding (bank loans and similar for new and
growing firms) (A09, mean 4.7); to hire
financial support services at reasonable cost
for new and growing firms (A10, mean 5.3);
for nascent entrepreneurs to get enough seed
capital to cover start-up and early-stage
expenses of a new business (Al11, mean 5.0);
to attract investors/funds to make a new
business grow once the start-up phase has
completed (A12, mean 5.5). Thus, experts in

Estonia evaluated that it is slightly easier to
attract investors/funds to make a new busi-
ness grow once the start-up phase has been
completed and to hire financial support
services at a reasonable cost for new and
growing firms than to get debt funding (bank
loans and similar for new and growing firms)
and to get enough seed capital to cover
start-up and early-stage expenses of a new
business. But overall, getting financing for
entrepreneurs is not very easy (mean 5.1 on
the scale of 11).

In Figure 7.5. Access and availability
of funding sources for entrepreneurship in
Estonia 2023 is presented. An interesting fact
is that Regarding both Indicators, Al and A2,
the expert estimate is the lowest among other
indicators concerning dept funding — Suffi-
ciency of debt funding (understood as bank
loans and similar) available for new and
growing firms (mean 4.8) and easiness to get
debt funding (bank loans and alike for new
and growing firms) (mean 4.7).




A01 equity funding
available for new and
growing firms

A12 to attract investors 10

/ funds to make a new
business grow

A11 for nascent 5,5

entrepreneurs to get 6

enough seed capital to
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A10 to hire financial
support services at
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and growing firms
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new and growing firms
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A02 debt funding
available for new and
growing firms
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' subsidies available for
57 new and growing firms

A04 informal investor
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growing firms

AO05 professional
65 business angel funding
for new and growing
6.4 firms
AO06 venture capital
funding for new and
growing firms.

AQ7 IPO funding
available for new and
growing firms

Figure 7.5. Access and availability of funding sources for entrepreneurship: Estonia 2023
Source: Authors’ calculations based on GEM NES Survey data 2023

The role of angel investors and ven-
ture capital funds in providing adequate
financial means to startups (6.5 and 6.4,
respectively) was pronounced in experts’
responses. A quick search on the Startup
Estonia ecosystem database lists 400 entities
that are active and/or have access to the
Estonian startup scene (Startup Estonia,
2024a). Indeed, several organisations were
formed in recent years to improve the availa-
bility of funding to startups in Estonia, such
as the Estonian Business Angels Network
(EstBAN)1 with nearly 300 members and the
Estonian Private Equity and Venture Capital
Association (ESTVCA)2, which has 750
active companies in its portfolio.

The Estonian startup investment
scene has been very active in recent years.
In 2021, Estonian companies raised the
largest amounts of investments per capita

(€1,967), compared to any other European
country (Google for Startups, Atomico, &
Dealroom, 2021). Estonia went even further
in 2022, with investment levels at a 3.6%
share of GDP (Invest in Estonia, 2022).
The trend continued in 2023, with Estonian
startups raising nearly €150m through 45
investment deals (Estonian World, 2023).
However, although several banks
provide financial and support services tai-
lored specifically to startups and small
businesses 3.4, experts did not rate their sup-
port favourably (4.7 and 4.8). The tendency
of banks to limit their loans to small busi-
nesses is not uncommon though, especially in



times of economic challenges and higher

uncertainty (Cortés et al., 2020). 1234
Compared to neighbouring countries

and the EU average, access and availability of
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funding sources for entrepreneurship in
Estonia are better than in Latvia and the EU
average, but a bit lower than in Lithuania
(Figure 7.6.).
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m Al. Sufficiency of financing for entrepreneurs
= A2. Easyness to get financing for entrepreneurs

Figure 7.6. Access and availability of funding sources for entrepreneurship in Estonia, Latvia and

Lithuania, compared to EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

7.3.2. Government policy, taxes and bureaucracy

Governmental policies (B) indicator
(Table 7.3.) comprises two indicators:
Government concrete policies, priority and
support (B1, mean 4.9) and Government pol-
icies bureaucracy, taxes (B2, mean 6.7).
Evaluating the Government concrete policies,
priority and support (B2), the experts were

1. Estonian Business Angels Network (EstBAN):
https://estban.ee/

2. Estonian Private Equity and Venture Capital
Association (ESTVCA): https://www.estvca.ee/

3. Swedbank — Entrepreneurship:
https://blog.swedbank.ee/rubriik/ettevotlus

asked to reply to the set of four questions
starting with “In my country ...” by marking
a number from the Likert scale: from 0 —
completely false, 5 — nor false neither true,
to 10 — completely true. The mean of this
indicator is 4.9, slightly lower than 5 on the
scale of 11.

4. SEB — Entrepreneurship and Innovation:
https://www.seb.ee/en/about-
seb/sustainability/entrepreneurship-and-
innovation



https://www.seb.ee/en/about-
https://www.seb.ee/en/about-

This indicator includes such questions
as “In my country ...” government policies
(e.g., public procurement, legislation, regula-
tion, licensing, and taxation) consistently
favour new and growing firms (BO1, mean
5.2), the support for new and growing firms
is a high priority for policy at the national
government level (B02, mean 5.3), the sup-
port for new and growing firms is a high pri-
ority for policy at the local government level
(BO3, mean 4.0), and entrepreneurs can
register new firms/businesses at reasonable
cost (B03-2, a mean 9.4). Experts evaluated
quite low the Government concrete policies,
priority and support for new and growing
businesses (around 5 on a scale of 11) in
Estonia. Support for new and growing firms
is a high priority for policy at the local
government level but was graded especially
low. However, experts agreed that entrepre-
neurs can register new firms/businesses at a
reasonable cost (mean 9.4).

Evaluating the Government policies,
bureaucracy, and taxes (B2, mean 6.7) the
experts were asked to reply to the set of four

questions starting with “In my country ...” by
marking a number from the Likert scale: from
0—completely false, 5 — neither false nor true,
to 10 — completely true. The mean of this
indicator is 6.7, on a scale of 11. This indica-
tor includes such questions as “In my country
...” new firms can get most of the required
permits and licences in about a week (B04,
mean 7.1), the amount of taxes is not a burden
for new and growing firms (B05, mean 5.7),
taxes and other government regulations are
applied to new and growing firms predictably
and consistently (B06, mean 5.2) and coping
with government bureaucracy, regulations,
and licensing requirements is not unduly
difficult for new and growing firms (B07,
mean 6.4).

Estonian experts claimed that taxation
and regulations as part of the entrepreneurial
ecosystem can also burden new and growing
firms regarding consistency and predictabil-
ity. However, experts agree that firms get
most of the required permits and licences to
start a business in a relatively short time.

Table 7.3. Government policy, taxes and bureaucracy (EFC B)

Topic B: Government policies In my country... Mean

BO1 government policies (e.g., public procurement, legislation, regulation, li- 5.2
censing, and taxation) consistently favour new and growing firms

B02 the support for new and growing firms is a high priority for policy at the 5.3
national government level

B03 the support for new and growing firms is a high priority for policy at the 4.0
local government level

B0O3 2  entrepreneurs can register new firms/businesses at reasonable cost 94

B04 new firms can get most of the required permits and licences in about a 7.1
week

B05 the amount of taxes is not a burden for new and growing firms. 5.7

B06 taxes and other government regulations are applied to new and growing 52
firms in a predictable and consistent way

BO7 coping with government bureaucracy, regulations, and licensing require- 6.4

ments is not unduly difficult for new and growing firms.
Source: Authors’ calculations based on GEM NES Survey data 2023




Estonia provides a one-stop portal for
new business registration (E-Business regis-
ter), which usually reduces the time needed to
register a new company to one day
(https://ariregister.rik.ee/eng). The portal al-
lows entrepreneurs to register their new com-
pany or self-employment status, submit an-
nual reports, and update their business infor-
mation, all online. Additionally, it provides
an online financial management environment
(e-Financials) that helps entrepreneurs and
small business owners manage their accounts,
invoices, payments, and financial reports
from one place (https://e-arveldaja.rik.eef).
Moreover, Estonia established the e-residency
program in 2014 as a platform for entrepre-
neurs and self-employed people to launch an
EU-based company while benefiting from
digital support services (https://www.e-resi-
dent.gov.ee/). Since then, the portfolio of pro-
fessional firms offering support services
through the platform has expanded dramati-
cally. Most importantly, startups on the plat-
form have grown consistently over the years,
and in 2023 they contributed 67 million in tax
revenues to Estonia.

These developments are reflected in
experts’ feedback, rating the ease and speed

of starting a business, acquiring licences and
permits, and complying with regulations and
reporting requirements highly (9.4, 7.1, and
6.4, respectively). However, experts see that
the government can do more to support new
and small businesses (4.0); they also indi-
cated that various public functions to assist
startups and small businesses, such as legisla-
tion, public procurement procedures, and
taxation, can be improved. Experts evaluated
government support for entrepreneurship and
relevant policies as the lowest among EFCs.
We could attribute their remarks to the
proposed government amendments/increases
to corporate taxes, VAT, and the intended
review of tax exemptions on dividend pay-
ments (EY, 2023). Hence, experts earmarked
having a stable and business-friendly taxation
policy, and the development of clearer
government support policies and initiatives as
some of the crucial factors that need to be
improved in the EFCs.

Government policy is estimated
higher than in Latvia and the EU average, but
lower than in Lithuania. Taxes and bureau-
cracy in Estonia in 2023 are higher than in
other countries (Figure 7.7.).
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Figure 7.7. Government policy, taxes and bureaucracy in Estonia, Latvia and Lithuania, compared to

the EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

7.3.3. Government support programs

Indicator Governmental programs
(EFC C) is based on a set of seven questions
(Table 7.4.) starting with “In my country ...”
by marking a number from the Likert scale:
from 0 — completely false, 5 — neither false
nor true, to 10 — completely true. The mean
of this indicator is 5.7, on a scale of 11. This
indicator includes such questions as “In my
country ...” a wide range of government as-
sistance for new and growing firms can be ob-
tained through contact with a single agency
(C01, mean 5.8), science parks are available
and provide effective support for new and
growing firms (C02, mean 6.7), business
incubators are available and provide effective
support for new and growing firms (C02-2,
mean 6.8), there is an adequate number of

government programs for new and growing
firms (C03, mean 5.7), the people working for
government agencies are competent and
effective in supporting new and growing
firms (C04, mean 5.7), people who need help
from a government program for a new or
growing business can find what they need
(CO5, mean 4.6), government programs
aimed at supporting new and growing firms
are effective (C06, mean 5.8). Experts recog-
nise the existence of science parks and busi-
ness incubators in Estonia and their support
for new and growing firms (means 6.7 and
6.8). Although, they do not assess govern-
mental assistance, the availability of govern-
mental programs, their competence and
effectiveness as very high (4.6-5.8).



Table 7.4. Government support programs (EFC C)

Topic C: Government programs In my country... Mean

Co1 a wide range of government assistance for new and growing firms can be 5.8
obtained through contact with a single agency

C02 science parks and business incubators provide effective support for new 6.7
and growing firms

C02_2  business incubators are available and provide effective support for new 6.8
and growing firms

Co03 there are an adequate number of government programs for new and 5.7
growing businesses

Co4 the people working for government agencies are competent and effective 5.7
in supporting new and growing firms

CO05 almost anyone who needs help from a government program for a new or 4.6

growing business can find what they need
CO06 a wide range of government assistance for new and growing firms can be 5.8
obtained through contact with a single agency
Source: Authors’ calculations based on GEM NES Survey data 2023

Entrepreneurship support organisa-
tions (ESOs) were shown in research on
entrepreneurial ecosystems to play an im-
portant role in the development of the startup
environment, especially in the early stages
(Bergman & McMullen, 2020, 2022). Addi-
tionally, they play an important role in trans-
forming innovative and research-driven ideas
into viable businesses (ibid). Experts recog-
nised the availability and the role of the
science parks and business incubators in sup-
porting Estonian new and growing firms
(6.71 and 6.78, respectively). Estonia hosts

nearly 30 incubators, accelerators, and sci-
ence parks that form a coherent network of
ESOs (Startup Estonia, 2024b). However,
the current ecosystem database provided by
Startup Estonia is difficult to navigate and the
information regarding relevant ESOs and
service providers is not readily available
through it, which was reflected in experts’
rating (4.6).

Compared to neighbouring countries
and the EU average, government support pro-
grams for entrepreneurship in Estonia are bet-
ter than in Latvia and the EU average, but a
bit lower than in Lithuania (Figure 7.8.).
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Figure 7.8. Government support programs in Estonia, Latvia and Lithuania, compared to the EU
average, 2023
Source: Authors’ calculations based on GEM NES Survey data 2023

7.3.4. Entrepreneurial education at school and post-school

EFC D. Entrepreneurship Education  sists of 2 indicators D1. Entrepreneurial Edu-
reflects the availability, quality, and impact of ~ cation at School: schools introduce entrepre-
different entrepreneurship education and  neurial ideas and D2. Entrepreneurial Educa-
training courses and programs in schools and  tion Post-School: colleges run courses on
higher education institutions (HEIs) and con-  starting a business (Table 7.5.).

Table 7.5. Entrepreneurial education at school and post-school (EFC D)

Topic D: Education & Training In my country...

D01 teaching in primary and secondary education encourages creativity, self- 5.7
sufficiency, and personal initiative

D02 teaching in primary and secondary education provides adequate instruc- 5.3
tion in market economic principles

D03  teaching in primary and secondary education provides adequate attention 54
to entrepreneurship and new firm creation

D04  colleges and universities provide adequate preparation for starting up and 5.8
growing new firms

D05  the quality of practical business and management education provide ade- 6.8
quate preparation for starting up and growing a new business

D06 the vocational, professional, and continuing education systems provide 5.8

adequate preparation for starting up and growing new firms
Source: Authors’ calculations based on GEM NES Survey data 2023




The development of entrepreneurial
competencies among students was shown in
research as a major contributor to nurturing
entrepreneurial culture, mindsets, and actions
in new generations (Fayolle, 2018; Nabi
et al., 2017). Estonia’s national innovation
and entrepreneurship strategies>®’ in the past
and for future years prioritise entrepreneur-
ship education at school and university levels.
In addition, they emphasise the need to train
educators and guide them on integrating
entrepreneurship into their curricula. This is
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reflected in the experts’ views, with an
average mean of (5.82) across all education-
related ECFs. Compared to most other coun-
tries, they positioned Estonia’s educational
system efforts to teach and train young people
at a higher level .2

Compared to neighbouring countries
and the EU average, Entrepreneurial Educa-
tion at School and post-school in Estonia
outperforms similar indicators in Lithuania,
Latvia and the EU average (Figure 7.9.).
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Figure 7.9. Entrepreneurial education at school and post-school in Estonia, Latvia and Lithuania,

compared to the EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

5. Eesti ettevotluse kasvustrateegia 2014-2020:
https://energiatalgud.ee/sites/default/files/im-
ages_sala/4/42/Majandus-_ja_Kommunikatsiooni-
ministeer-
ium._Eesti_ettev%C3%B5tluse_kasvustratee-
gia_2014-2020._2013.pdf

6. The Estonian Lifelong Learning Strategy:
https://www.kogu.ee/wp-content/up-
loads/2014/05/Lifelong-Learning.pdf

7. Eesti teadus- ja arendustegevuse, innovatsiooni
ning ettevotluse arengukava 2021-2035:
https://www.hm.ee/sites/default/files/docu-
ments/2022-09/3._taie_arengukava_kinni-
tatud_15.07.2021_0.pdf




7.3.5. Research and development transfers

EFC E. Research and Development
Transfers describes if research is easily trans-
ferred into new businesses. The transfer and
commercialisation of scientific knowledge

from research and development institutions to
new and existing SMEs (EFC E) is presented
in Table 7.6.

Table 7.6. Research and development transfers (EFC E)

Topic E: R&D Transfer In my country... Mean

EO1  new technology, science, and other knowledge are efficiently transferred 4.8
from universities and public research centres to new and growing firms

EO02  new and growing firms have just as much access to new research and tech- 5.1
nology as large, established firms

EO3  new and growing firms can afford the latest technology 4.6

E04 there are adequate government subsidies for new and growing firms to ac- 4.2
quire new technology

EO5 | the science and technology base efficiently supports the creation of world- 5.8
class new technology-based ventures in at least one area

E06 there is good support available for engineers and scientists to have their 4.2

ideas commercialised through new and growing firms
Source: Authors’ calculations based on GEM NES Survey data 2023

Despite the relative abundance of ac-
celerators, incubators, and entrepreneurship
courses and programs, experts flagged some
limitations in knowledge transfer from aca-
demia to enterprises and the commercialisa-
tion of R&D outputs (4.8 and 4.2, respec-
tively). Moreover, experts flagged the limited
financial ability of startups to afford ad-
vanced technologies, and the lack of govern-
ment support in this regard (4.8 and 4.2,
respectively). Across all ECFs categories,
this category was rated the lowest by experts
(average 4.8).

Research on technology transfer high-
lighted several factors that can contribute to
this situation which is not peculiar to Estonia.

8. Eesti teadus- ja arendustegevuse, innovatsiooni ning
ettevotluse arengukava 2021-2035:

These factors include funding limitations,
lack of a strategic focus on specific scientific
competence areas, or entrepreneurship train-
ing and support programs delivered to aca-
demic entrepreneurs that are insufficiently
tailored to their needs (Fini etal., 2017).
However, several policy directives and initi-
atives have been drafted in the 2021-2035
governmental strategic plan to improve R&D
in Estonia®®. These intend to improve funding
availability for knowledge transfer activities,
establish stronger research-enterprise collab-
orations, and equip scientists and researchers
with the required skills and training to trans-
form their innovations into viable businesses.

https://www.hm.ee/sites/default/files/docu-
ments/2022-09/3._taie_arengukava_kinni-
tatud_15.07.2021_0.pdf
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Figure 7.10. Research and development transfers in Estonia, Latvia and Lithuania, compared to the
EU average, 2023
Source: Authors’ calculations based on GEM NES Survey data 2023

To sum up, R&D is an important  more attention. University of Technology and
building block of entrepreneurship eco-sys-  tech-oriented vocational education in cooper-
tem, serving innovation and enterprises’  ation with already established entrepreneurs
export competitiveness and therefore needs  can do much more for our competitiveness.

7.3.6. Commercial and professional infrastructure

EFC F. Commercial and professional  ability of legal and financial professional ser-
infrastructure studies, if quality services are  vice providers and frameworks that assist
available and affordable. It analyses the avail ~ entrepreneurs and support SMEs (Table 7.7.).

Table 7.7. Commercial and professional infrastructure (EFC F)

Topic F: Commercial & services infrastructure In my country...

FO1 there are enough subcontractors, suppliers, and consultants to support 5.3
new and growing firms.

F02 new and growing firms can afford the cost of using subcontractors, 3.9
suppliers, and consultants

FO3 it is easy for new and growing firms to get good subcontractors, sup- 4.7
pliers, and consultants

FO4 it is easy for new and growing firms to get good professional legal and 6.4
accounting services

FO5 it is easy for new and growing firms to get good banking services 7.3

(checking/transaction accounts, foreign exchange transactions, letters
of credit, and the like)
FO6 new and growing firms can get access to cloud computing services at
affordable prices
Source: Authors’ calculations based on GEM NES Survey data 2023




Startups in Estonia have access to
quality legal, accounting, and banking advice
and services, as well as cloud computing in-
stances with relative ease (6.4, 7.3, and 6.8,
respectively). One of the main facilitating
reasons is that several professional and finan-
cial service providers have deep expertise in
startups. They also offer specialised products
and services tailored to the needs of entrepre-
neurs and small businesses, even in nascent
fields like technology entrepreneurship®1-114
Moreover, the government and several gov-
ernment-backed organisations offer free con-
sultations and advice regarding business
plans, marketing, legal, employment, com-

Estonia
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pany registration, and taxation'?. Addition-
ally, in recent years, Startup Estonia, a gov-
ernmental body concerned with the develop-
ment and support of the entrepreneurship
ecosystem, took the habit of collaborating
with some of the leading financing, legal, and
accounting firms in Estonia to produce a
complete set of documents that guide entre-
preneurs and small businesses®®. These are
regularly updated to reflect the latest policies
and laws, pertinent to starting and managing
a business in Estonia.

Commercial and professional infra-
structure in Estonia is slightly higher than the
EU average, but lower than in Latvia and
Lithuania (Figure 7.11.).

Lithuania Latvia
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Figure 7.11. Commercial and professional infrastructure in Estonia, Latvia and Lithuania, compared

to the EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

9. Hedman Legal: Startups and Fundraising:
https://hedman.legal/services/startups/

10. Sorainen — Startups: https://www.so-
rainen.com/sector/startups/

11. Swedbank — Entrepreneurship:
https://blog.swedbank.ee/rubriik/ettevotlus

12. Network of County Development Centers:
https://www.arenduskeskused.ee/

13. Startup Estonia — Model Documents:
https://startupestonia.ee/resources/model-documents/*



7.3.7. Ease of entry: market dynamics, burdens and regulation

EFC G. Entry Regulation estimates
the ease of accessing new and existing mar-
kets and their degree of stability, or otherwise
dynamism and consists of two indicators: G1.

Ease of Entry — Market Dynamics: markets
are free, open and growing; and G2. Ease of
Entry — Burdens and Regulations: regulations
encourage not to restrict entry (Table 7.8.).

Table 7.8. Ease of entry: market dynamics, burdens and regulation (EFC G)

Topic G: Market openness  In my country... mean
GO01  the markets for consumer goods and services change dramatically from 6.3
year to year
G02  the markets for business-to-business goods and services change dramati- 6.2
cally from year to year
G03  new and growing firms can easily enter new markets 6.0
G04  new and growing firms can afford the cost of market entry 4.9
GO05  new and growing firms can enter markets without being unfairly blocked 5.7
by established firms
GO06 the anti-trust legislation is effective and well-enforced 6.1

Source: Authors’ calculations based on GEM NES Survey data 2023

Recent and ongoing events in
Ukraine, affected the global economy and the
countries in the region more evidently, in-
cluding Estonial®. Moreover, the slowdown
and economic uncertainty surrounding
Nordic countries have an immediate influ-
ence on small and medium-sized Estonian
businesses™®. The Nordic market is tradition-
ally the primary destination for exporting
their products and services. This is evidenced
in the economic figures which showed a
contraction of GDP in 2023 by 3%?.

Among the sectors that suffered the
most are those that exhibit many startups and
SMEs, including technology, science-based,
communications, professional services, con-
struction, and transportation. These effects

14. IMF Executive Board 2023 Article IV Consulta-
tion with the Republic of Estonia:
https://www.imf.org/en/News/Arti-
cles/2023/07/25/pr23275-republic-of-estonia-imf-
exec-board-concludes-2023-article-iv-consult

were reflected in the experts’ views, high-
lighting the fluctuation in markets (6.3 and
6.2), and higher costs associated with entry to
markets (4.9). However, they lauded antitrust
and competition laws in Estonia (6.1), which
came into effect in 2015 (Riigi Teataja, n.d.)
and have been effective in several instances
since then (e.g., Rodl & Partner, 2023).

Ease of Entry, Market Dynamics,
Burdens and Regulation in Estonia, Latvia
and Lithuania, compared to the EU average is
presented in Figure 7.12. Regarding market
dynamics, Estonia performs better than its
neighbours and EU average. Market burdens
are higher than in the EU and Latvia, but
lower than in Lithuania.

15. Danske Bank — Uncertain times for Nordic coun-
tries: https://danskebank.com/news-and-in-
sights/news-archive/insights/2023/04042023

16. Statistics Estonia — National Accounts:
https://www.stat.ee/en/avasta-statistikat/valdkon-
nad/rahandus/national-accounts



https://www.stat.ee/en/avasta-statistikat/valdkonnad/rahandus/national-accounts
https://www.stat.ee/en/avasta-statistikat/valdkonnad/rahandus/national-accounts
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Figure 7.12. Ease of entry: market dynamics, burdens and regulation in Estonia, Latvia and Lithuania,
compared to the EU average, 2023
Source: Authors’ calculations based on GEM NES Survey data 2023

7.3.8

Physical infrastructure

EFC H. Physical Infrastructure anal- tial infrastructure services such as communi-
yses the availability and affordance of essen-  cations facilities, utilities,

spaces (Table 7.9.).

Table 7.9. Physical infrastructure (EFC H)

HO1

HO02

HO3

HO4

HO5

HO6

HO7

Topic H: Physical Infrastructure  In my country...

the physical infrastructure (roads, utilities, communications, water dis-
posal) provides good support for new and growing firms

it is not too expensive for a new or growing firm to get good access to
communications (phone, internet, etc.)

a new or growing firm can get good access to communications (telephone,
internet, etc.) in about a week

new and growing firms can afford the cost of basic utilities (gas, water,
electricity, sewer)

new or growing firms can get good access to utilities (gas, water, electric-
ity, sewer) in about a month

there are plenty of affordable office spaces to rent for new and growing
firms

There are plenty of affordable production spaces to rent for new and grow-
ing firms

Source: Authors’ calculations based on GEM NES Survey data 2023

among the best-performing ecosystem com-
ponents are those related to the entrepreneur-

and commercial

mean
6.7

7.5
8.5
6.9
7.7
6.4

5.4

Based on the experts’ feedback,  ship infrastructure such as coworking/ manu-

facturing spaces, communication facilities,
digital infrastructure, internet, and utilities,



with an average mean of (7.2) for the entire
category.

Estonia positions itself as a digital-
first nation. Indeed, fast broadband coverage
stands at 90% with fibre connections cover-
age at 73%, both are considerably higher than
the EU averages'’®. Overall, in the Digital
Economy and Society Index (DESI) which
tracks and benchmarks the digital perfor-
mance of EU countries, Estonia ranks 9%
across the EU*8, Experts echoed these digital
and connectivity infrastructure advancements

Estonia
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in the response. The country aims to continue
to improve its digital services and infrastruc-
ture as highlighted in the “Digital Economy
2030 manifesto!®. The strategy highlighted
three core areas of focus: 1) developing fur-
ther digital public services; 2) focusing on
cybersecurity and 3) improving connectivity
across the country.

Physical infrastructure and services
supporting  entrepreneurship in  Estonia,
Latvia and Lithuania, compared to the EU
average are presented in Figure 7.13.

Lithuania Latvia

m H. Physical infrastructures and services access

Figure 7.13. Physical infrastructure and services supporting entrepreneurship in Estonia, Latvia and

Lithuania, compared to the EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

7.3.9 Social and cultural norms

EFC 1.
analyses the prevailing societal norms which

17. European Commission: Shaping Europe’s digital
future — Broadband in Estonia: https://digital-
strategy.ec.europa.eu/en/policies/broadband-
estonia

18. European Commission: Shaping Europe’s digital
future — Estonia in the Digital Economy and

Social and Cultural Norms

can encourage entrepreneurial orientations
and activities (Table 7.10.).

Society Index: https://digital-
strategy.ec.europa.eu/en/policies/desi-estonia
19. Republic of Estonia — Ministry of Economic
Affairs and Communication: Digital Agenda
2030: https://www.mkm.ee/en/e-state-and-
connectivity/digital-agenda-2030
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https://digital-strategy.ec.europa.eu/en/policies/desi-estonia
https://digital-strategy.ec.europa.eu/en/policies/desi-estonia
https://www.mkm.ee/en/e-state-and-connectivity/digital-agenda-2030
https://www.mkm.ee/en/e-state-and-connectivity/digital-agenda-2030

Table 7.10. Social and cultural norms (EFC I)

Topic I: Cultural and social norms

In my country...

101 the national culture is highly supportive of individual success achieved 7.8
through personal efforts

102 the national culture emphasises self-sufficiency, autonomy, and personal 8.0
initiative

103 the national culture encourages entrepreneurial risk-taking 7.3

104 the national culture encourages creativity and innovativeness 7.6

105 the national culture emphasises the responsibility that the individual (ra- 8.1

ther than the collective) has in managing his or her own life
Source: Authors’ calculations based on GEM NES Survey data 2023

The aspect of the EFCs valued most
by experts as contributing to a healthy startup
ecosystem in Estonia was the entrepreneurial
culture, with an average mean of (7.8) across
all included indicators. Indeed, Estonia is
brimming with entrepreneurial enthusiasm
across the different regions, sectors, and
events. That was a crucial element in the
Estonian startup ecosystem establishing itself
as one of the hotbeds for entrepreneurial ac-
tivity on the world scene, according to the
Global Startup Ecosystem Report 202327,

Estonia

OFRPNWPAOUIO N OO

The country nurtures a culture that highly re-
gards entrepreneurs, innovative thinking, and
scientific and technological developments.
This ingrained an entrepreneurial mindset
among its residents and led to the entrepre-
neurial revolution that the country has been
witnessing for the last 20 years?.

Cultural and societal support of entre-
preneurship: in Estonia, Latvia and Lithuania,
compared to the EU average is presented in
Figure 7.14. Estonia significantly outperforms
neighbouring countries and the EU average.

Lithuania Latvia

® |. Cultural, social norms and society support

Figure 7.14. Cultural and societal support of entrepreneurship in Estonia, Latvia and Lithuania,

compared to the EU average, 2023

Source: Authors’ calculations based on GEM NES Survey data 2023

20. Startup genome: Global Startup Ecosystem
Report 2023:
https://startupgenome.com/reports/gser2023

21. Forbes - Starting From Zero: What Can Estonia
Teach Us About Building A Startup Ecosystem?:

https://www.forbes.com/sites/trevorclawson/2022
/09/22/starting--from-zero-what-can-estonia-
teach-us-about-building-a-startup-ecosystem/
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7.3.10 Sustainable Development Goals (SDGs)

EFC SDG Sustainable Development
Goals (SDGs) analyses the adoption of sus-
tainable practices by new firms and the

support of investors and government to
sustainability-oriented small firms (Table
7.11)

Table 7.11. Sustainable Development Goals (SDGs)

SDGS Social contribution and social responsibility in new and
growing firms

SDGS_1  New and growing firms increasingly prioritise their social contribution 55
rather than solely focusing on profit and wealth creation

SDGS_2  New and growing firms integrate social responsibility principles into 6.1
their business operations

SDGS_3  Investors are particularly interested in funding new firms that focus on 5.6
social responsibility
SDGE Economic performance in new and growing firms

SDGE_1  Firms see paying taxes as part of their social responsibility 6.1

SDGE 2 Investors and stakeholders are satisfied with the economic perfor- 6.1
mance of companies they have invested in

SDGE_3  New and growing firms founded by members of minority groups have 7.4
the same economic opportunities as other new firms
SDGN Good environmental practices by new and growing firms

SDGN_1  Most new and growing firms implement environmentally conscious 6.4
practices when producing products or supplying services

SDGN_2  Most new and growing firms prioritise energy efficiency practices in 6.8
their operations

SDGN_3  Most new and growing firms see environmental problems as a poten- 6.2
tial opportunity
SDGC Sustainability by new and growing firms

SDGC_1  Sustainability practices are seen as very important within the national 6.6
culture

SDGC_2  There are prominent examples of entrepreneurial activities related to 7.0
Sustainable Development Goals (SDGs) within the business sector
SDGG Business sustainability by governments/policy makers
through new regulations/laws

SDGG_1 The national government has specific regulations that support sustain- 5.0
ability-focused startups

SDGG 2 The national government supports sustainability-focused firms 4.3

through grants, special rights and/or tax cuts
Source: Authors’ calculations based on GEM NES Survey data 2023

Experts rated Estonia’s entrepreneur-
ial firms positively on different aspects
related to sustainability. The highest rank
among them is Estonia’s openness and
support to entrepreneurship from underrepre-
sented groups (7.4). Foreigners residing
abroad can launch an EU business, based
out of Estonia without having to move
here. Thanks to the e-residency program

(https://www.e-resident.gov.ee/) which just
celebrated its 10th anniversary. It allows
entrepreneurs to benefit from comprehensive
digital services to launch and manage their
businesses as an EU company, without an
obligation to reside in Estonia.

Moreover, Estonia has established a
clear pathway for foreign startups that want
to move their business activities to Estonia




through the Startup Visa program. Since its
launch in 2017, nearly 1,000 entrepreneurs
have benefited, establishing/ relocating 250+
companies to Estonia. The startups founded
by foreign entrepreneurs had a collective
turnover of €84m, contributing over €9m in
taxes in 2022 only (Startup Estonia, 2023).
Through the program, there are two types of
business permits offered. For self-employed
people (solopreneurs, freelancers, etc.),
€16,000 is required to start a business. The
sum increases to €65,000 if they are to estab-
lish or invest in a company in Estonia (Invest
in Estonia, n.d., a), which is still considerably
lower than the capital requirements for busi-
ness residencies in other European countries.
The support of underrepresented groups
extends to refugees as well. As the tug of war
increased in Ukraine with tens of thousands
of refugees fleeing to Estonia, several pro-
grams emerged aiming to support female
refugees from Ukraine’s economic and social
welfare. The programs started in 2022 and are
supported and delivered by public, private,
and third-sector organisations. They aim to
train and empower female Ukrainian refugees
to launch their businesses in Estonia (Estonian
Refugee Council, n.d.).

Furthermore, the experts lauded en-
trepreneurs and SMEs for making more
responsible and sustainable choices and pri-
oritising societal and environmental impact
(6.1, 6.1, 6.4, 6.8, and 6.2), eventually con-
tributing to Estonia’s sustainable develop-
ment. Indeed, the Sustainability Develop-
ment Report 2023 (Sachs et al., 2023) placed
Estonia in the 10th position globally, in terms
of achieving sustainable development goals
(SDGs) targets. This is a considerable leap
forward from the 21st place achieved in 2016
(Invest in Estonia, n.d., b). Additionally, the
report put Estonia within a group of five
countries on track to achieve the SDGs
targets. Experts voiced Estonia’s sustainabil-
ity-oriented culture and exemplary efforts to

achieve the SGDs targets in their ratings (6.6
and 7.0 respectively).

Moreover, the report “Future of
Emerging Europe” (Emerging Europe, 2024)
included a sustainability index, covering 100
different indicators focused on innovation,
entrepreneurship, and sustainability. It rated
Estonia as the leading country, among 22
others, in sustainability practices in Eastern
and Central Europe. Sandra Sérav, the Deputy
Secretary General for Economy and Innova-
tion in the Estonian Government, explains
this orientation towards sustainability, com-
menting on the Emerging Europe report:
“Our journey towards sustainability is not
just a passing trend. It is deeply rooted in our
cultural ethos. As a nation, we have always
cherished our connection with nature, re-
flected in our pristine urban air quality and
the verdant forests that cover half of our
country. This profound respect for the envi-
ronment has guided our approach to innova-
tion and efficiency” (Invest in Estonia, 2024).

Despite the positive indicators of
Estonia’s progress towards achieving the
SDGs targets, experts implicitly highlighted
that more can be done by the government to
propel this transition, especially among small
businesses through better regulatory guid-
ance and financial support (5.0 and 4.3,
respectively). Indeed, small businesses can
play an important role in sustaining green and
responsible practices in Estonia. Ahmadov
(2023), however, argues that the government
is expected to develop more initiatives and
guiding frameworks that facilitate SMEs’
implementation of sustainable and circular
practices.

Concerning  sustainable  business
practices, Estonian startups and small busi-
nesses are among the most socially, environ-
mentally, and economically sustainable in the
Nordics and Baltics and well above the GEM
average (Figure 7.15.).



SDG3. Good environmental practices by

Social contribution and social responsibil-
ity in new and growing firms indicate that
new and growing firms increasingly pri-
oritise their social contribution rather than
solely focusing on profit and wealth crea-
tion and integrating social responsibility
principles into their business operations.
At the same time, investors are particu-
larly interested in funding new firms fo-
cusing on social responsibility.

Economic performance in new and grow-
ing firms indicates that the firms which
see paying taxes as part of their social re-
sponsibility, investors and stakeholders
are satisfied with the economic perfor-
mance of companies they have invested
in, and new and growing firms founded by
members of minority groups have the

same economic opportunities as other
new firms.

Good environmental practices by new and
growing firms indicate that most new and
growing firms implement environmen-
tally conscious practices when producing
products or supplying services, prioritise
energy efficiency practices in their opera-
tions and see environmental problems as
a potential opportunity.

Sustainability by new and growing firms
means that sustainability practices are
seen as very important within the national
culture, and the business sector provides
prominent examples of entrepreneurial
activities related to Sustainable Develop-
ment Goals (SDGS).

SDGL1. Social contribution and social i,5'
responsability in new firms 5,87

SDG2. Economic performance in new
and growing firms

new and growing firms

SDGA4. Sustainability by new and
growing firms

SDG5. Business sustainability by policy

makers 03 5,85
0 4 6 8 10
m Estonia EU m Lithuania Latvia

Figure 7.15. Sustainability practices and support in small firms in Estonia, Latvia and Lithuania,
compared to the EU average, 2023
Source: Authors’ calculations based on GEM NES Survey data 2023




7.3.11 Women'’s entrepreneurship

EFC P Women’s entrepreneurship
analyses the societal attitudes, investors’
willingness, availability of support services,

and market openness towards female entre-
preneurs (Table 7.12.).

Table 7.12. Women's entrepreneurship (EFC P)

Topic P: Women’s entrepreneurship In my country...

P1 Support

PO1 there are sufficient support services (i.e., child-care, home services, 51
after-school programs, elder care ...) so that women can continue to
run their businesses even after they have started a family

PO1b the support services (i.e., child-care, home services, after-school pro- 5.0
grams, elder care ...) are affordable so that women can access them,
so they help them run their businesses even after they have started a
family
P02 regulations for entrepreneurs are so favourable that women prefer be- 5.0
coming an entrepreneur instead of becoming a public or private em-
ployee
P03 the national culture encourages women as equally as men to become 6.5
self-employed or start a new business 6.5
P2 Resource availability
P04 markets are usually more accessible for male than for female entre- 4.5
preneurs 4.4
PO4b public procurement is usually more accessible for male than for fe- 2.9
male entrepreneurs 2.8
P05 Access to financing (of any type of financing source) is usually easier 3.9
for male than for female entrepreneurs 3.8
PO5b Getting seed funds (from any type of financing source) is usually eas- 4.2
ier for male than female nascent entrepreneurs 4.1

Source: Authors’ calculations based on GEM NES Survey data 2023

Support for women’s entrepreneur-
ship in terms of services, regulations, and
cultural norms includes support services (i.e.,
child-care, home services, after-school pro-
grams, elder care) which are sufficient so that
women can continue to run their businesses
even after they have started a family (rated by
expert 5.1) and are affordable so that women
can access them, thus they help them to run
their businesses even after they have started a
family (rated by expert 5.0). Support
measures also include regulations for entre-
preneurs that are so favourable that women
prefer becoming an entrepreneur instead of
becoming a public or private employee (rated
by expert 5.0) and the national culture en-

couraging women as equally as men to be-
come self-employed or start a new business
(rated by expert 6.5).

Accessibility of resources (such as
financing and markets) for women compared
to men in developing entrepreneurial activi-
ties is rated the lowest in the region. How-
ever, in the case of a set of reverse questions,
it means that female and male entrepreneurs
have equally good or bad accessibility to
finances, markets or procurement. This means
that experts evaluated a higher rate of gender
equality in Estonia but do not give estimates
of whether resources are available or not.

Accessibility of resources (such as
financing and markets) for women compared



to men in developing entrepreneurial activi-
ties include statements that markets (rated by
expert 4.4), public procurement (2.8), financ-
ing (of any financing source) (3.8), and seed
funds (from any financing source) (4.1) — are
usually more accessible for male than for fe-
male entrepreneurs.
The share of female founders of startups in
Estonia was 16% in 2022, which is similar to
the European average. However, this percent-
age has consistently increased over the past
decade (SheAtWork, 2023). Female entrepre-
neurs have shown particular interest, how-
ever, in certain sectors, such as healthcare
(30%), educational technology (24%), and
communications (21%) (KredEx, 2022).
Overall, women currently represent 28% of
all entrepreneurs in the country, of whom
72% are solopreneurs (SheAtWork, 2023).
The Estonian culture is rather sup-
portive of women in business, as noted by ex-
perts (6.5). They also highlighted that female
entrepreneurs in Estonia have relatively equi-
table access to markets, financing, funding,
and public procurement opportunities (4.4,
3.8, 4.1, and 2.8, respectively). Indeed, sev-
eral organisations and initiatives work to-
wards empowering women with needed skills
and knowledge through business mentoring,
networking, education, and training?22324.2%8
These include BPW Estonia, i.e., the Estonian
chapter of the International Federation of
Business and Professional Women (BPW) es-
tablished over 30 years ago. It aims to
“... develop the professional, business, and

22. Eesti Ettevétlike Naiste Assotsiatsioon

(EENA) (Business and Professional Women Organi-

sation in Estonia): https://bpw-estonia.ee/

23. ETNA Eestimaal (The Association of Rural
Women Entrepreneurs): https://fem.ee/

leadership potential of women through
mentoring, networking, skill-building, advo-
cacy as well as to empower projects on
regional, national and international level.”
(BPW Estonia, n.d.).

Moreover, several government initia-
tives and strategies include gender equality
and women’s support as a key item. These
include the Welfare Development Plan
2023-2030 by the Ministry of Social Affairs.
(Ministry of Social Affairs, 2023), which
aims to reduce the gender pay gap, improve
access to resources, and promote women’s
entrepreneurship. However, there is no
dedicated national strategy for supporting
female entrepreneurship (SheAtWork, 2023).
The initiatives and programs are rather frag-
mented across different ministries strategies
and support organisations as referred to
earlier.

Figure 7.16. shows Support for
women,s entrepreneurship and resource
availability in Estonia 2023 in Estonia, Latvia
and Lithuania, compared to the EU average.
The support measures are higher in Estonia
than the EU average but lower than in Latvia
and Lithuania. Regarding the accessibility of
resources, the expert rating in Estonia is
lower than in other countries, but, most likely,
due to the nature of the questions, it can show
a higher level of gender equality in Estonia.
Estonia shows pioneering efforts to support
female entrepreneurs, shaping the landscape
of women-led businesses in this Baltic nation.

24. Eesti Naisuurimus- ja Teabekeskus (The Estonian
Women’s Studies and Resource Centre):
https://enut.ee/en/

25. Naisinvestorite Klubi MTU (Women Investors
Club): https://naisinvestoriteklubi.ee/
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Figure 7.16. Support for women’s entrepreneurship in Estonia, Latvia and Lithuania, compared to the
EU average, 2023
Source: Authors’ calculations based on GEM NES Survey data 2023




CONCLUSION

In 2023, after a long period of not be-
ing part of GEM, plus considering the hectic
times since Covid and the war in Europe, this
study set a focus firstly to evaluate the differ-
ences over time with pre-crises data available
from 2017 and where available, also from
2014. Secondly, the focus is to compare
neighbouring countries and their policies to
learn the best policy practices for recovery.

Entrepreneurship and entrepreneurs’
behaviour is influenced by many factors (e.g.
economic, cultural, social). Among these
factors, attitudes and perceptions hold a dis-
tinct significance. For example, low self-
esteem may be associated with decreasing life
satisfaction in Estonia, as indicated in the
“Estonian Human Development Report.
Mental Health and Well-Being” (2023),
lower satisfaction may be related to COVID
and the negative effects of the pandemic.
Hence, it is no surprise that entrepreneurship
as a good career choice demonstrates the
lower marks in Estonia (56%) being even
below the EU average (61%). Interesting
though is the remarkably higher score (79%)
for Lithuania. Negotiating with the Lithuanian
team they revealed among other reasons
immigration from Ukraine and also Belarus,
where many immigrants shifted their lives
together with their businesses.

Similar patterns are seen in perceived
opportunities where Estonia (49%) lands
under the EU average (51%) while Lithuania
leads with 61%. However, Estonia is still a

leader of easiness to start (77%) with under-
standable regional discrepancies of leading
North-Estonia (81%) up to the lowest evalu-
ation coming from North-East Estonia (52%).
This pattern has remained the same for a dec-
ade. But the same applies to the entrepreneur-
ial mindset of Estonians having continuously
higher intentions (18.3) compared to the EU
(15.7). In intention scores, we see surprises
from our Baltic neighbourhood, where
Latvians with modest scoring everywhere
else, demonstrate a rather high score (24.4) in
this concrete factor, while the leader in most,
Lithuania, declares a comparatively low
intention rate (12.0) this time. That does not
correlate with fear of failure which again in
Lithuanian scoring comes the lowest (38.4)
while Estonia (49.8) is slightly overscoring
EU (49.1) average. It is logical, with the
perceived capabilities rate in favour of
Lithuania (57.1) and lower for Estonia (46.8).
In the Estonian case, there are positive devel-
opments in the Central region where the
perceived capabilities have substantially
improved from 2014 (35.7) to 45.0 by 2023,
while improvements in the rest regions are
marginal. An increase was nice everywhere
by 2017 but landed back by 2023.

The developed level of entrepreneur-
ial culture in the country is evidenced by the
“High Status to Successful Entrepreneurs
Rate”, which can be attributed to the signifi-
cant efforts invested in developing entrepre-
neurial culture since the 1990s, including the




widespread integration of entrepreneurial
education across all educational levels, as
well as the implementation of incubator and
entrepreneurial programs, yielding favoura-
ble outcomes.

However, even considering all the
achievements, there are certain concerns. For
instance, indicators such as “Entrepreneur-
ship as a Good Career Choice Rate” and
“Perceived Capabilities Rate” fall below the
European average. Consequently, there is a
pressing need to enhance Regional imbal-
ances...

The results indicate that the main en-
trepreneurship  activity indicators have
changed in the expected direction when the
Estonian 2023 GEM APS results are com-
pared to 2017. The entrepreneurial activity
seems to indicate a decreasing trend when the
country’s level of development increases and,
indeed, both the TEA and EBO rates have
decreased over seven years in Estonia. The
2023 values correspond to the European
average, in that the TEA rate is somewhat
higher in Estonia and the EBO rate is compa-
rable to that of Europe.

In 2023, the TEA rate is higher in
Estonia for men than women mirroring the
European trend of higher male entrepreneur-
ship. Despite a slight improvement in gender
equality from a TEA ratio from 2017 to 2023,
Estonia lags behind Europe in general, and
the two Baltic countries in particular, where
women are more entrepreneurial. Men are
more entrepreneurial than women in the EBO
phase, a persistent gender difference is also
seen across Europe and the Baltic states, with
Latvia exhibiting a much higher disparity
compared to Estonia and Lithuania.

In Estonia for new businesses, the
primary entrepreneurial motive is earning a
living, followed by acquiring wealth, making
a difference, and continuing a family tradi-
tion, with similar trends observed across
Europe, though in middle- and low-income

countries, earning a living and acquiring
wealth are even more dominant motives. In
the EBO phase, non-graduates are more
motivated by earning a living and building
wealth due to scarce job opportunities than in
the TEA phase, entrepreneurs are driven
more by the desire to make a difference and
accumulate wealth, with family tradition and
job scarcity becoming more significant moti-
vations in the EBO phase.

Regarding societal attitudes, although
fewer opportunities are perceived for starting
with entrepreneurship and fear of failure is
higher in Estonia in 2023 than in 2017, the
entrepreneurial intentions rate has been rela-
tively stable over time. Regarding societal
values, the rate to which extent high status is
attributed to successful entrepreneurs has
increased since 2017, and the rate to what
extent entrepreneurship is considered a good
career choice has remained stable since 2017.
The respondents were also asked to what
extent they agree the pandemic has led to new
opportunities they wish to pursue. This indi-
cator is lower in Estonia than in Europe and
high-income countries, which indicates
mixed attitudes and values regarding entre-
preneurship.

As to the intentions to grow business,
there are more new businesses in Estonia than
in Europe on average and in the Baltic states
that plan to create no new jobs in the next five
years. Also, the intentions to create six “Nei-
ther false nor true.” or more jobs are low in
international comparison. What stands out, is
the intention to create one to five jobs, so
Estonian new businesses are cautious with
their growth expectations. At the same time,
the new businesses are very international,
when looking at high revenue expectations
from customers outside of the specific econ-
omy (25% or more), the Estonian indicator is
the highest.



The data for businesses indicate that
although environmental and social consider-
ations are valued in society, there is potential
for developing considerably more sustainable
business activities in Estonia compared to tar-
get countries and Europe on average. The
established businesses are aware of sustaina-
bility considerations but set these as goals and
practise these somewhat less than early-stage
entrepreneurs. Women tend to be more aware
of sustainability issues; while when it comes
to setting goals and practising, the data is
more mixed.

Learning more about the reasons for
business closure may assist the decision-mak-
ers in activating the necessary levers in the

8.1 Policy implications

Entrepreneurship is crucial for eco-
nomic well-being, but it is a complex
phenomenon. The term “entrepreneurial
eco-system” is widely used to indicate how
enterprises can evolve or suffer under envi-
ronmental events. But as simple as it sounds,
interdependencies of various factors and
regional specifics provide challenges to local
experts and experienced scholars. As this
chapter intends to direct policymakers,
experts and scholars are brought together to
carry it out according to our best knowledge
and experiences.

On the academic side, we use state-of-
the-art research and the well-established
concept of entrepreneurial eco-system as a
framework where expert opinions are situ-
ated. From experts, we used open-ended

ecosystem for more innovative and sustaina-
ble entrepreneurship (Laukkanen & Patala,
2014; Colombelli et al., 2019). The most
common motivation to start a business in
Estonia is “to earn a living because jobs are
scarce” — 54.6% agreed, almost the same
level as in Europe 57.4% and in high-income
countries 59.8%. This fact should attract the
attention of the decision-makers to the situa-
tion in the job market in Estonia, address
unemployment, improve the entrepreneurial
ecosystem and provide better stimuli for
entrepreneurs to start businesses.

Exit rates are generally low, perhaps
not surprisingly as there is also quite a high
level of early-stage entrepreneurial activity
(add ref and chapter).

responses which were part of the GEM study.
Before responding to the interview questions,
respondents were asked two questions: “In
your opinion, what is the key factor that is
fostering entrepreneurial activity in your
country (Region or City)”; and: “Please make
one key recommendation for improving the
context for entrepreneurial activity in your
country (Region or City)”. The expert was
free to give more than one opinion.

First, the structure of the entrepre-
neurial ecosystem (Figure 8.1.) is shown for
a systematic approach addressing research
results of GEM 2023. The model from
Grigore & Dragan (2020) is chosen as one of
the latest developments based on earlier
widely accepted models from expert scholars
such as Isenberg (see his 2010).
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Figure 8.1. Sustainable entrepreneurial ecosystem

Authors: Grigore & Dragan, 2020 (By Isenberg, Stam, Spiegel, Brown & Mason)

These models are often used as a
theoretical ground for empirical studies of the
local entrepreneurial environment similar to
what Grigore & Dragan do for Romania.

Before the recommendations, the
experts gave their favourite aspects of the
Estonian entrepreneurial eco-system (Figure
8.2.) which is the best to demonstrate as a
word cloud. It depicts different ways in which
the experts appreciate the digital develop-
ments of our country: digital infrastructure
mentioned by 10 and Digi-services 7 times.

The second important supporter is our stable
tax system appreciated by nine experts and
low taxes, marked twice. These seem to be
the most important positive influencers.
Furthermore, the simplicity of company es-
tablishment and not too much bureaucracy,
entrepreneurial community, attitude and sup-
port system have been mentioned. To sum up,
infrastructure components and governmental
support including a favourable tax environ-
ment and ease of paperwork have been
mentioned most.
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Figure 8.2. Expert’ opinions (NES) on advantages of Estonian entrepreneurship ecosystem
Source: Autor’s calculation using free word cloud generator

When development and support ex-
perts generally agree on positive, it is not so
when it concerns advising future develop-
ments. Interestingly, because these recom-
mendations were given first, before filling out
the survey, the recommended areas of devel-
opment widely overlap with the survey
topics. The thematic analysis results that all
recommendations can be categorised under
seven themes (Figure 8.3.), also well suited to
the framework of the entrepreneurial eco-
system model from Grigore & Dragan
(2020).

The culture of a region, especially the
openness to entrepreneurship and public
mentality will favour entrepreneurial activi-
ties. The structure, number, and quality of en-

terprises reflect the maturity of the entrepre-
neurial ecosystem and growth potential (Achs
et al., 2014). Hence, not everyone should be
encouraged to take up self-employment, but
those capable and motivated.

Estonian experts saw positively our
entrepreneurial behaviour, and growing com-
munity of entrepreneurs and evaluated their
reputation as high. The experts, though,
recommend cultivating an entrepreneurial
mindset further to attract the younger genera-
tion (Figure 8.3.). The focus should be on
vocational education and involve more re-
search and technology. One expert specifi-
cally recommends looking into our IP (inven-
tions) through the lenses of commercialisa-
tion.
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We can make some recommendations
based on expert scores for educational state-
ments of the survey. When practical entrepre-
neurship and management education, in gen-
eral, is evaluated rather highly (6.8), other
items remain around 50%. Hence, encourage-
ment of creativity, self-sufficiency, and per-
sonal initiative, including an introduction to
the basics of the market economy, should be
widely available in our school system. It con-
firms the results from a population where in-
dicators such as “Entrepreneurship as a Good
Career Choice Rate” and “Perceived Capabil-
ities Rate” fall below the European average.
There is a pressing need to enhance entrepre-
neurial education further and inspire and raise
potential entrepreneurs.

Resources are often seen as a primary
need for entrepreneurship growth. Here we
consider access to finance, human resources
and physical infrastructure. Studies show that
entrepreneurial ecosystems benefit from a
pool comprising a diverse and skilled work-
ers’ group (Brown & Mason, 2017). The
problem lies in the micro-population of Esto-

nia lacking specialists in many areas, espe-
cially IT and engineering. Many experts
mention labour tax, five of them recommend-
ing lowering labour taxes, few also suggest
providing tax incentives for the technology
field.

According to Isenberg (2010), suc-
cessful EEs in urban regions have an infra-
structure functioning through several layers.
Business incubators and accelerators have
rapidly grown in recent years. On the other
end, there is increasing evidence in the litera-
ture that, despite many successful cases and
public policies supporting business incuba-
tion, most Bls are not successful at all (e.g.
Tavoletti, 2013) and serious doubts are
emerging about the general effectiveness of
business incubation and the advisability of in-
vesting public money in it. Our experts do not
mention those at all. They recommend foster-
ing (international) cooperation to invest in a
solid start-up platform, create a decent inter-
national entrepreneurship event centre and
support more international entrepreneurial
events here in Estonia. ISPIM conference in
Tallinn in June 2023 is just one example.



Early-stage entrepreneurship, owner-
ship of a new business (who run a business
for less than 3.5 years) is three times lower
than nascent entrepreneurship (who are still
taking the first steps to run a business) for
more businesses to reach the mature phase.
There is still a need for a format of initiatives
specifically tailored to support businesses in
the early stages of entrepreneurship, offering
mentorship, training, and financial assistance.
But in which form? The efficiency and out-
comes of accelerators and incubators, sup-
porting early-stage entrepreneurial activity
meet the educational key questions: how en-
trepreneurs grow, how they learn, and what is
entrepreneurship readiness.

Then, the finance. Foreign invest-
ments, and how to be more attractive seem to
be the main concern for our experts. Again,
tax incentives are recommended, specifically,
focusing on bigger projects. One expert em-
phasises investigating variety — not having
“all eggs in one basket” such as focusing only
on the IT sector which is globally fiercely on
the agenda. From the support system perspec-
tive, there is, to some extent, a similar recom-
mendation to open support fairly to busi-
nesses which do not yet have to have the
“green” or “high-tech” label. Business mod-
els evolve.

Digital infrastructure gained experts’
positive feedback. They recommend pushing
further, being known and led by something
important for entrepreneurship — resources.
Moreover, not lose our e-country image.

Estonian experts in the year of the
study 2023 were mostly worried about poli-
cies and regional support systems. Most rec-
ommendations were given in those areas:
First, have a long-term vision, an agenda to
create a healthy and effective support system,

and a vision for the tax system. Stability,
transparency and predictability are key words
from entrepreneurship experts. Secondly,
mentioned as a positive aspect, but as a rec-
ommendation for the future — keep the system
KISS (Keep It Simple, Stupid) — less bureau-
cracy and simplified regulations. Even digi-
talisation can have the vice-versa effect
whereas entrepreneurs are forced to invest in
systems or people which brings either zero or
even negative effects.

Stability and predictability are particularly
essential for export-oriented enterprises,
which our economy relies on. So, Lithuania
took care of the energy price increase, intro-
ducing incentives for the business sector and
we see very different results in the GEM 2023
study. Our experts also indicate that energy
prices immediately affect our entrepreneurial
ecosystem and should be under governmental
control.

To sum up, the experts of the Estonian
entrepreneurship ecosystem mostly want to
see (in order of priority):

1) A long-term tax vision
2) Support (show it)
3) Legal stability

This report assessed separate ecosys-
tem factors of entrepreneurship in Estonia.
However, the major limitation and subject for
future research is missing understanding of
cooperation and connectors, and the quality
of interdependencies of those factors. The
system only works when healthy synapses
between different resource areas run
smoothly. Going deeper how Estonian essen-
tial components of entrepreneurial eco-sys-
tem work together, are not in the scope of
GEM study but can be subject of interest to
our researchers.
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