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ABSTRACT

Purpose: The aim of the paper is to analyse the factors of sustainability
of the public policy subsidising start-ups for the unemployed in Slovakia.

Design/Methodology/Approach: The analysis assesses the sustainability
of subsidies in the period 2012-2016 based on data provided by the Min-
istry of Labour and Social Affairs. Logistic regression was used to identify
the key factors.

Findings: Research shows that in times of economic growth, policies to
support the self-employment of the unemployed are a particularly effec-
tive form of active labour market policy, especially in the more developed
regions. On the contrary, when serving as a business support tool, they
lead to very low survival rates of the subsidised companies compared to
results of other studies. In terms of factors affecting this sustainability,
the length of unemployment, the amount of support, as well as regional
characteristics emerge as the most significant.

Practical implications: The results allow for a better definition of the con-
ditions for providing subsidies to the unemployed to start a business in
the future, while also showing that this instrument leads to employment
retention rather than to the promotion of entrepreneurial activities.
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Originality/value: The research was carried out under specific conditions
that had been little explored so far. The policy was evaluated at a time of
strong economic growth accompanied by a significant reduction in unem-
ployment. Also worth noting is that it was carried out in a country with
some of the most pronounced regional disparities, which made it pos-
sible to compare the impact of the policy in different starting conditions.

Keywords: active employment policy, contribution to self-employment, subsidised
start-ups for the unemployed

JEL: J48, H53, H50

1 Introduction

Supporting entrepreneurship of the unemployed is one of the most frequent-
ly used public policy instruments. Its specificity lies in the fact that it seeks
to address two problems at once. On the one hand, as an active labor mar-
ket policy, it seeks to reduce unemployment and, on the other hand, as an
economic policy, it seeks to promote the development of entrepreneurship,
which is of particular importance, especially in less developed regions. This
dual focus can have both advantages and disadvantages.

Subsidized start-ups from the state of unemploymentin EU countries account
for a very low share of total expenditure (less than 5%). In the long term, the
highest expenditure is recorded in Spain, which shows expenditure above 1%
of GDP. The most significant increase in spending is in Croatia, which in 2019
is closest to Spain. The most pronounced decline over the period 2012-2019is
visible in Slovenia, which is one of the lowest spending countries. Spending in
the range of 0.04% of GDP - 0.06% of GDP is in countries such as Poland and
France. All other countries are below 0.04% of GDP. Countries such as Ireland,
Cyprus, Luxembourg, and Romania have zero spending on subsidized start-
ups from the state of unemployment (Eurostat, 2021).

Although subsidized start-ups from the state of unemployment are low, they
achieve significant positive effects (Bicentennial and Hora, 2020; Duhautois,
Redor and Desiage, 2015; Caliendo and Kritikos, 2010; Baumgartner and Cali-
endo, 2008). Most studies examining the factors influencing the survival of
this support focus on Western European countries (Germany: Niefert, 2010;
Baumgartner and Caliendo, 2008, Caliendo and Kinn, 2013; United King-
dom: Meager, Bates and Cowling, 2003; Finland: Haapanen and Tervo, 2009;
France: Duhautois, Redor and Desiage, 2015; Spain: Milldén and Congregado,
2010; Cueto, Mayor and Suérez, 2015).The aim of the paper is to fill some
of these gaps and to analyze the survival rates as well as the sustainability
factors of public policies aimed at self-employment as well as these rates of
subsidized start-ups from the state of unemployment in Slovakia. We will look
at this from the perspective of the sustainability of the employment of those
who have benefited from it, as well as from the perspective of the sustainabil-
ity of the supported entrepreneurial activities in the case of Slovakia. There
are several reasons why Slovakia's analysis may be useful.
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Firstly, to focus on a country that has one of the lowest levels of funding in
this area within the EU and is also not an economically strong country (GDP
per capita is only 71% of the EU average). However, at the same time, it has
achieved a very significant improvement in the unemployment rate over the
period under review; in 2012 the unemployment rate was 14.4%, while in 2017
it was only 5.94%. Furthermore, the Slovak Republic is a country with very pro-
nounced regional disparities, while regional characteristics are relatively rarely
analyzed in similar studies (Caliendo et al., 2014). The government has identi-
fied the areas of the south and east of Slovakia (Presov, Kosice and Banska By-
strica regions) as the least developed regions, which we include in our analysis
as an important element of the survival of self-employment. The last reason
is the very long duration of the support (3 years), during which a person can
quit the trade only under certain financial penalties. This represents a much
longer period than similar supports examined in most other studies, e.g. in the
case of Germany (Caliendo, 2016; Caliendo and Kritikos, 2010; Baumgartner
and Caliendo, 2008; Caliendo and Kunn, 2013) it is one year and in the case
of Finland (Haapanen and Tervo, 2009), it is financial support for 18 months.

The article consists of three parts. The first part is a literature review that re-
flects the current state of the issue of subsidized start-ups from the state of un-
employment. The methodological part of the paper defines the specific instru-
ment in Slovakia and the influencing factors. The results and conclusion bring
together the findings on the Self-Employment Contribution in comparison with
other studies and also identify opportunities for further research in this area.

2 Literature review

Supported business start-up from the state of unemployment includes meas-
ures to promote entrepreneurship by encouraging the unemployed and oth-
er target groups to start a business or become self-employed. Assistance may
take the form of direct cash benefits or indirect support, including loans, pro-
vision of equipment, business advice, ... (LMP methodology 2018, 22).

Despite being one of the least subsidized instruments in EU countries, subsi-
dized start-ups from the state of unemployment are very positive in several
studies in terms of their effectiveness. For example, research in France (Du-
hautois, Redor and Desiage, 2015), suggests a positive impact on start-ups
after the first two years compared to unsubsidized companies. A study from
Germany (Caliendo and Kritikos, 2010) also shows a strong positive impact
of the program on supporting start-ups. Baumgartner and Caliendo (2008)
examined the impact of 2 self-employment programs and their results also
show positive results after 22 months. Authors such as Dvoulety a Hora (2020)
also positively evaluate subsidized start-ups from the state of unemployment.

However, the question remains what factors influence the survival rate of
these start-ups. Another question is why the spending side of EU countries’
employment policies does not invest more directly in this type of instrument.
Potential factors affecting the of self-employment can be traced at different
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phases. The first of these is the stage of receiving support, which means that
the individual is still only a candidate for benefit. Whether or not they receive
the allowance is determined by the law and the structure of the conditions
for receiving the allowance. There are also factors such as administrative com-
plexity, or the time or complexity of meeting the conditions needed to obtain
support. These factors are highly individual and more and more studies rely
on behavioral aspects such as the motivation to start a business and the nec-
essary preparation for it (Borik, 2012; Caliendo and Kritikos, 2010).

The second phase which can be observed during the support is a very risky
phase, namely surviving the support. Here, too, we observe various influenc-
es that may make the successful implementation of the tool more difficult.
Based on a review of factors in research published so far (Appendix 1) and
country specifics, we monitor 3 categories of factors, namely:

1. Socio-demographic factors (gender, marital status, age, education, last and
previous records held at the labor office, previous employment)

2. Regional labor market (work activity in an underdeveloped region, place of
activity the same as the region in which the activity is carried out)

3. Economic factors (amount of aid, year of aid, economic cycle).

The importance of each factor varies from study to study. For example, the
study Dvoulety, Hora (2020) included the length of registration at the labor
office (analyzed in days) and the category of education as the main determi-
nants of the location of tradesmen. By being a self-employed tradesperson
from the state of unemployment, the amount of support to cover the lack
of start-up capital when starting a business (especially in the short term) also
plays an important role. In German studies (Caliendo and Kunn, 2013; Baum-
gartner and Caliendo, 2008), individual characteristics, human capital (repre-
sented by previous employment and education), but also the environment in
which individuals operate have a major influence.

For most factors, the importance of individual factors in these studies varied,
highlighting the need to examine them under different specific conditions.
The individual results are discussed and confronted in more detail in the dis-
cussion section of this article.

3 Methods

The analysis covers the sustainability phase of support for unemployed peo-
ple to start a business in the period 2012 - 2016 in the Slovak Republic. The
datasets containing data for the Self-employment Allowance were created
from data that were processed on the basis of 2 unique databases of the Min-
istry of Labor and Social Affairs on the supported subjects. This allows us to
have sufficient data to track survival three years after the support.

The dataset for regression models up to 3 years consists of 6,950 observa-
tions, for models up to 6 months there are 9,997 observations. Post-support
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outcomes were monitored through ‘follow-ups’, with the database purged of
missing and outlying data.

Specifically, the measure analyzed in the Self-employment Allowance is with-
in the meaning of Section 49 of the Employment Services Act, which is an
intensively used active policy instrument. The amount of support is granted
within 30 days at 60% and then the remaining 40% of support for the past
year. At the same time, the amount of support is conditional on the place of
self-employment. In the case of the least developed regions (southern and
eastern Slovakia), where districts have an average registered unemployment
rate higher than the national average, the contribution is a maximum of 4
times the total labor cost calculated on the average wage of an employee.
In the case of lower unemployment rates, it is 3 times, while in the Bratislava
region (the region with the highest GDP per capita) it is only 2.5 times.

In our conditions, the supportis only for job seekers who have been registered
with the Labor, Social Affairs and Family Office for at least 3 months. The al-
lowance is granted for partial reimbursement of costs related to the creation
of a self-employment job and the subsequent operation of self-employment
for at least three years.

We analyzed three research questions. First, in the case of Slovakia, there is a
gap between the sustainability of the entrepreneurship of the supported per-
sons and the sustainability of their employment in times of economic growth.
The second question was whether different factors affect these types of sus-
tainability differently. The third question was whether these factors differ in
the short and long run after support.

The research methodology for the research question is based on 4 models
that evaluate the sustainability of support based on 2 parameters as shown
in Table 1. Different studies follow the factors at different time intervals (e.g.
from up to 14 years (Haapanen and Tervo, 2009) and others for only 5 years
(Caliendo and Kinn 2013) or only two years (Niefert, 2010)). We decided to
evaluate the sustainability of the support as short-term (up to 6 months after
the end of the support) and long-term (up to 3 years), which could show us
the differences in terms of time. The first 2 models evaluate sustainability
from a broader perspective, where we take into account any survival of the
supported subject in the labor market. The other 2 models are closely related
to the self-employed cases only (so that the subjects remained in business).
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Table 1. Characteristics of models

Modelname Dependent variable Variable description and coding

3 years after the end of the

sustainability of support period, the supported
Miadlal] Severll supported person subject is employed as self-

on the labor market  employed, full-time employment

after 3 years or by agreement = 1, otherwise =

0 (model1_3overall)

6 months after the end of the

Sustainability of support period, the supported

supported person subject is employed as self-
MigalelZ gl on the labor market  employed, full-time employment

after 6 months or by agreement = 1, otherwise =

0 (model2_6overall)

3 years after the end of the
support period, the supported
subject is still running a
supported start-up self-
employed = 1, otherwise =0
(model3_3SZCO)

6 months after the end of the
Business survival of  support period, the supported
Model4 657CO supportedstart-up  subjectis still running a
after 6 months supported start-up = 1, otherwise
=0 (model4_6SZCO)

Business survival of
Model3_357CO supported start-up
after 3 years

Source: Author’'s own, 2021.

We use the logistic regression method (Wright, 1995) to evaluate the potential
impacts, using the glm function (Generalized Linear Models) in the R program.
as mentioned in the literature review.

For analyzing the determinants of survival of self-employment in Slovakia we
use binary logit models with the form (Kas¢akova a kol., 2010):

logit () = In (-7=) = B0+ BIX1 + ...+ B1IXI1, )

where P (yij=1[X)=maP (y;=0X) =1 —nand( T ):eﬁ‘”mx““'*“”x”.

1-m
Our models can be written:

yij = flsodem';;region';j; eco') + &ij, 2)

where:
yit — Modell_3overall
Vi yi2 — Model2_6overall
"7 yis - Model3_3zCO
yia — Model4_6SZCO
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sodem' = (Xi1, Xi2, Xi3, Xid, Xis, Xi, Xi7)', O
region’jj = (Xis, Xi9)',
eco'ij = (Xio, Xit1)".

Now we can rewrite a system (1) corresponding to (2) into the following lo-
gistic models:

fi(yin) = (1 —m) ¥,

B(yi) = w2 (1 —m) ¥2,

fy(yis) = 1" (1 - m3) Y5,
fi(yia) = ™ (1 — 1) ¥4, 4)

In each model 11 independent variables are analyzed as shown in Table 2. The
choice of selected variables reflects other studies
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Table 2. Description of the Independent variables that affect the probability
of employment and self-employment

Model Name of
specification variable

Gender (x,)
Age (x,)

Marital status

(%)

Length of last
record (x,

Length of
previous
record (x,)

Education

(X

ISCO code
(selected
codes used
separately)

;)

Least
developed
regions ()

Same
residence and
place of work

(%)

Year of
support
(Xi10
Amount of
support
(Xi11)

Variable description and coding

Gender of job seeker (male = 1, female = 0)
Age of the subject on the labor market in years.

Marital status: if job seekers is not married = 1, otherwise
=0

Length of last record in days

Length of previous record in days

Achieved level of education. Code: 0 - without education
or unfinished primary school, 1 - primary education (ZS),
2 - lower vocational education (NOV),

3 - secondary vocational education (SOV), 4 - complete
secondary education (USQV), 5 - higher vocational
education (VOV), 6 — 1st level of university education
(Bc.), 7 - 2nd level of university education (Mgr./Ing.), 8 —
3rd level of university education (PhD.)

Previous employment of job seeker - code according

to the statistical classification of occupations. Code:
1-Managers and legislators, 2 - specialists, 3 - Technical
and professional staff, 4 - Administrative staff, 5 - Service
and trade workers, 6 - Skilled workers in agriculture,
forestry and fishing, 7- Skilled workers and craftsmen,

8 - Operators and fitters of machinery and equipment, 9 -
Auxiliary and unskilled workers. Variables used separately
as artificial variables (i.e., if ISCO = 1 in the group,
otherwise = 0)

If the job seeker is from the Presov, Kosice and Banska
Bystrica self-governing regions (7; 8; 6) = 1, otherwise = 0

If the job seeker has the same NUTS code of residence
and place of work, then the variable = 1, otherwise = 0

Year in which the support was granted. The scope of the
monitored period is in the range 2012 - 2016. The code
assigned to each year is as follows: 1-2012,2-2013, 3 -
2014,4-2015and 5-2016.

The total amount of financial support from the
instrument for self-employment allocated to the job
seeker (in euros)

Source: Author’'s own, 2021.
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4 Results

If we look at brief descriptive statistics, the largest share of the supported
subjects are men. The average age is 37 years. 21% of the subjects had no
previous employment, 44% are single and 46% of them have completed high-
er vocational education (23.4% of the jobseekers were graduates of the2nd
level of higher education). Most often they come from the Zilina, Pre$ov and
Banska Bystrica regions, two of which are among the least developed regions
of Slovakia. Their average benefit amounted to € 3,570, and they spent an
average of 413 days on the register before becoming self-employed. The
largest share of previous employment of the supported subjects is observed
in the field of technicians and professionals; service and trade workers and
craftsmen, processors, and repairers (according to the ISCO classification).

Overall, there is a very positive survival rate in the labor market (see Table 3)
If we look exclusively at the models that examined only business survival, their
values are halved. In the run, the values are slightly better, but still lag well be-
hind labor market survival. An interesting finding is the fact that labor market
survival in the least developed regions is always lower, except in the short-run,
where the impact is up to 6 months, where survival exceeds that of the ad-
vanced region by 0.3 p.p. Itis also interesting to note that while the short- and
long-term differences during periods of economic growth are negligible, there
is still a fairly significant decline in the long run when business is maintained.
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Table 3. Percentage of subsidized survival subjects in different conditions

Average
amount of the Total % Share of
contribution number of subjects
to self- subjects that survival
employment with on the labor
activity per support market
supported granted (total)
subject

% Share of
subjects that
survival on
the labor
market (only
self-employed
subjects)

Models  Region

Up to 3 years

Il Developed 5 1 45 3,717 93.27% Sl
a O regions

> N

o

0N m

0 Least

T developed  €3,936.01 3,233 87.44% 37.58%
g § regions

Up to 6 months

Developed

T o ; €3,187.13 5,409 91.78% 56.09%
7w | regions

> N

o

O VO

PR | cast

Il developed  €4,032.21 4,588 88.97% 56.36%
g g regions

Source: Author’'s own, 2021.

With this fact we can confirm that, despite the higher amount of contribution
in the least developed regions, their subjects often have the lowest survival
rates (exceptin the model4_6SZCQO). It should be noted that the allowance is
received by the unemployed, who may show a higher tendency to move back
into unemployment if the subjects use this support as a temporary solution.

4.1 Potential effects of selected factors on the probability of
survival on the labor market

We evaluate the potential effects of selected factors based on 4 models us-
ing the logistic regression method. The results of the regressions are shown
in Tables 4 and 5, which show the values of the estimated logit of regression
coefficients, their statistical significance and compare the values in two time
bands, namely sustainability within 6 months and within 3 years.

The results show that in the Model1_3overall model, the statistically signifi-
cant variables influencing the probability of survival in the labor market are
mainly the subject’s length of previous record, the subject’s labor force par-
ticipation in the least developed region and their previous employment (ISCO
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code). In other words, the survival of support in the broad sense is mainly
affected by the subject’s past history, with survival of support being shorter
if the subject worked as a menial and unskilled worker in a region which is
among the underdeveloped ones.

Looking purely at survival for subjects who have been self-employed for up
to 3 years (Model3_3SZCO), the statistically significant variables are gender,
age, previous employment, and length of previous record. Under a closer un-
derstanding of survival, we observe that men whose previous employment
was in skilled trades and skilled manufacturing had a positive effect on the
probability of survival as start-ups. As with the first model, the subject’s past
plays a role here. Age is an important factor in self-employment, which has a
positive effect on long-term survival. It can be concluded that if the support
is specifically targeted at the self-employed, survival is also more pronounced
in terms of the age of the subject and their gender, with the place of employ-
ment taking a back seat.

Interestingly, when long-term survival is observed, the amount of support
does not have a significant statistical effect on employment after the end of
the support. The amount of support is likely to be offset by other benefits as-
sociated with employment in the region.
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Table 4. Result of logistic regression of factors influencing the survival
on the labor market up to 3 years

Male 0.0146" (2.442)  1.41%107" (5.264)

Single 0.4053 (0.832) 0.3259 (0.982)

Age 0.0284"(-2.192)  0.0003"" (3.601)
)

Length of last record

Length of previous record

0.0307 * (-2.161
2*107'¢"" (-8.424)

0.1548 (-1.423)
9.95*107" (-4.893)

Education

Code 1 0.5930 (0.534) 0.8590 (0.178
Code 2 0.5603 (0.582) 0.8380 (-0.204
Code 3 0.2809 (1.078) 0.4235 (0.800
Code 4 0.2033 (1.272) 0.4589 (0.741
Code 5 0.4573 (0.743) 0.9767 (-0.029
Code 6 0.2622 (1.121) 0.6346 (0.475
Code 7 0.3115(1.012) 0.7232 (0.354
Code 8 0.2619 (1.122)

Least developed regions

2.57%10"" (-4.208)

)
)
)
)
)
)
)
0.9313 (0.086)
0.0024" (- 3.039)
)
)
)
)
)
)

ISCO category 1 0.2849 (-1.069) 0.0913. (1.689

ISCO category 2 0.04302" (-2.024) 0.1533 (1.428

ISCO category 3 0.2354 (-1.456) 0.847 (1.568

ISCO category 4 0.0108" (-2.550) 0.7677 (-0.295

ISCO category 5 0.0033™(-2.934) 0.6702 (0.426

ISCO category 6 0.1308 (-1.511) 0.003"(2.973

ISCO category 7 0.0300" (-2.170)  1.22*107*** (5.290)

ISCO category 8 0.0075™ (-2.672) 0.9391 (0.076)

ISCO category 9 0.0006"" (-3.422) 0.5990 (0.526)

Amount of support 0.1107 (-1.595) 0.0117*(2.520)
Year of support

2012 0.0032" (2.953) 0.1730 (1.363)

2013 0.0147*(2.439) 0.0128" (-2.489)

2014 0.6037 (0.519) 0.0106" (-2.555)

2015 0.9402 (0.075) 0.9344 (-0.082)

2016 0.9934 (0.718) 0.9865 (0.881)

Same region as place of work 0.4898 (-0.691) 0.2345 (1.189)

C (constant)

0.0006™ (3.437)

0.0412" (-2.042)

Number of observed subjects 6,950 6,950

Note: The data above the parentheses are logit values, or the regression coefficient of
logistic regression, data in parentheses are values of z-statistics and marks /™ /™ mean
statistical significance at the level of 10/5/1 percent (. means significance level at the

level of 0.1). Estimates are robust in terms of heteroskedasticity and autocorrelation.
Source: Author’s own processing based on R data, 2021.
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Six-month labor market survival in the broader sense (employment, by agree-
ment or self-employment) has a relatively larger number of factors that are
statistically significantly more likely to affect survival - gender, previous em-
ployment, previous record or support. Retention after 6 months is negatively
influenced by previous employment in the category of support and unskilled
workers or the subject’s past history. Conversely, the years of support (2012 -
2016) increase its likelihood of survival, mostly for male subjects. , labor

In the case of tracking the survival of self-employed-only subjects in the
Model4_657CO models, the statistically significant variables influencing the
probability of survival are mainly gender, the subject’s previous registration,
previous employment, the amount of support, and the fact that the area of
their employment activity is in a least developed region. This model no longer
follows the year of support being offered as a significant factor but is the only
one thatis positively affected by the amount of support. The amount of support
was a statistically significant variable in the examined model Model4_65ZCO.
This suggests that the amount of support may play a very important role in
business retention, and not only in the employment of the supported person.
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Table 5. Result of logistic regression of factors influencing the survival on

the labor market up to 6 months

Male 0.0002"* (3.751)  4.37*10°" (5.870)
Single 0.0473" (1.984) 0.0879. (1.707)
Age 0.1780 (1.347) 0.0040" (2.876)

Length of last record

Length of previous record

Education
Code 1 0.3548 (0.925) 0.8905 (-0.138)
Code 2 0.5363 (0.618) 0.9217 (-0.098)
Code 3 0.1853 (1.325) 0.9015 (0.124)
Code 4 0.1179 (1.564) 0.9682 (-0.040)
Code 5 0.8499 (0.189) 0.3618 (-0.912)
Code 6 0.1112 (1.593) 0.4984 (-0.677)
Code 7 0.1400 (1.480) 0.6312 (-0.480)
Code 8 0.2191 (1.229) 0.2240 (-1.216)
)

Least developed regions

0.1337 (-1.500)
2%10'%"** (-9.643)

0.0084™ (-2.636

0.2947 (1.048)
6.92*10%"" (-5.393)

1.71*10°"" (-4.299)

Year of support
2012 5.65%10°" (4.027) 0.9680 (0.040)
2013 1.70%10°"*** (7.672) 0.0129* (2.487)
2014 2%1016** (8.510) 0.1235 (1.540)
2015 2.62%10°3* (7.313) 0.0068" (2.708)
2016 2%10-1%** (8.877) 0.0144" (3.002)
ggg Ezggg; 0.1046 (2.314) 0.0543. (1.925)
0.0750. (2.949) 0.9762. (1.657)

ISCO category 3
0.0021* (0.761) 0.5006 (-0.674)

ISCO category 4
0.0046" (1.977) 0.0870. (1.711)

ISCO category 5
0.0500. (0.376) 0.9881. (1.652)

ISCO category 6
15CO catecor? 0.0180" (2.184) 0.2206 (1.225)
eco Category o 0.0012" (0.444) 2.99%1019"* (6.299)
co category9 0.1547 (2.478) 0.8257 (-0.220)
gory 2.13*10°5" (-4.251) 0.6701 (0.426)
Amount of support 0.8300 (0.215) 2*1076** (8.284)

Same region as place of work

C (constant)

Number of observed
subjects

0.7221 (0.356)
0.2212 (1.223)

9,997

0.0727. (1.795)
0.0927. (-1.681)

9,997

Note: The data above the parentheses are logit values, or the regression coefficient of
logistic regression, data in parentheses are values of z-statistics and marks * /™ /™ mean
statistical significance at the level of 10/5/1 percent (. means significance level at the
level of 0.1). Estimates are robust in terms of heteroskedasticity and autocorrelation.

Source: Author’s own processing based on R data, 2021.
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5 Discussion

In this section, we compare our results with the results of other studies that
evaluated the survival of companies under different conditions. We focus on
three groups of factors as defined in our theoretical background.

5.1 Socio-demographic factors

The study found a positive statistically significant effect of male gender on la-
bor market survival. A study by Kuang-Ta Lo, Jiun-Nan Pan, Shi-Shu Peng (2020)
also confirmed that men are more likely to survive in the labor market. How-
ever, there are standard reasons. Women are less tied to the labor market, have
stronger family ties and are more inclined to work-life balance, which under-
lines this finding (Borik et al., 2015). The reason for greater sustainability in men
is likely to maximize their income to support their families (Caliendo, 2016).

Whether survival was higher for single subjects has not been confirmed. We
can be assumed that family support creates a better background in entre-
preneurship. Some studies (Niittykangas and Tervo, 2005) even look for as-
sociations with previous family entrepreneurship, which may positively affect
the survival of the current one (learning from parents, helping from a young
age in entrepreneurship). Another factor related to marital status is the vari-
able number of children studied by Caliendo and Kritikos (2010); Caliendo and
Kinn (2013); Milldn and Congregado (2010) or Haapanen and Tervo (2009),
unfortunately, we do not have such information.

Ageand age structure is a very clearly anchored variable. It plays an important
role in our analysis, exclusively for start-up survival. Studies (Holtz-Eakin, Joul-
fain and Rosen 1994; Parker, 2004) suggest that survival rates are higher for
middle-aged than for younger or older self-employed people, as confirmed by
our findings in the long-term study (average at 37 years of age). For example,
in other studies such as Borika et al. (2015) age is also a statistically significant
variable, and its average is 34 years. In a study by Ellen et al. (2021) it is about
46 years old; or Parker (2004) with an age limit of 40 years.

Although education does not play a significant role in our findings, a study by
Pankaj and Marcus (2019) find that tradesmen who have higher financial ca-
pability based on education and experience are more prosperous and are able
to survive longer in the labor market. Other studies (Borik et al., 2015; Parker,
2004; Niefert, 2010) have also found that higher levels of education have anin-
put on self-employment as one of the positive survival factors. However, there
are also conflicting views and the impact of the educational level of subjects
is uncertain according to the study by Baumgartner, Caliendo (2008). It is as-
sumed that the higher the level of education attained, the lower the probabil-
ity of choosing self-employment as more opportunities open up for subjectsin
the labor market. Although the overall impact is not recorded in our research,
we will carefully attempt a possible interpretation of the impact. Unemployed
people in our surveys usually have a lower formal education or a second level
of higher education. Entities with lower education lack comprehensive prior
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knowledge that could increase the survival of their business, and in the case
of university graduates, specific business experience. In the case of business
from the state of unemployment, there may also be a push effect and a dead-
weight effect. Entities have a lower motivation to keep a business than paid
employment entities (they have a strong motivation to be their own boss).

Previous employment as assessed by the ISCO classification plays a statistically
significant variable in all models examined. In the case of models focusing ex-
clusively on the self-employed, previous employment in the artisan and skilled
producer sectors has a positive effect on survival (both short and long term).
In contrast, examining the overall effects shows a negative statistical effect on
the ancillary and unskilled workers, and their survival is lower. We assume that
a key momentin survival support is the verification of the experience and busi-
ness opportunities of the entities before starting a business (in our sample,
25% of the subjects have zero experience before support). As we mention in
the methodology, there are no phases in Slovakia where we educate individu-
als before starting a business (we only observe the prerequisites for entrepre-
neurship in the form of a business plan). It may sound like we are looking at the
first phase of support, but it is this beginning that can kick-start either a suc-
cessful or unsuccessful end of support. We often find that the business plan
is developed by a third party and so we do not know the real business knowl-
edge. In other countries, it is often possible to combine self-employment sup-
port with education (Oberschachtsiekand Scioch, 2015; Wolff et al., 2016).

Similarly, the past history of the subject plays an important role. Long-term
placementin the labor office had a negative effectin all models. The surveyed
subjectsspentonaverage 413 days as unemployed (approximately 13 months,
which can be considered as long-term unemployed). Such subjects lose work
habits and are less likely to enter the labor market after the end of the sup-
port period. This fact is not due to the set-up of the support, as the support
can be drawn if the subject has been in the labor office for at least 3 months.
Itis more probable thatitis a matter of usefulness. The choice of job selection
varies with the usefulness that individual options offer. If it is more conveni-
ent for the entity to remain unemployed (sufficient unemployment benefits),
it will remain unemployed. The problem arises later if the subject decides to
go into business. The usefulness of unemployment benefits is reduced and
the option of self-employment becomes more useful (e.g., changing regional
conditions or behavioral aspects). The subject is likely to enter the labor mar-
ket with limited access to information on business opportunities, which may
lead to a lack of business ideas (most often no value-added goods). Despite
the questionable profitability of the enterprise, the push effect forces them
to operate, which ultimately has a negative impact on the survival of such an
enterprise. A study by Haapanen and Tervo (2009), confirms that labor market
entry will be more sustainable due to higher human capital, motivation and
better awareness of business opportunities. The study further explains that
starting a business in a new environment brings additional unexpected risks
such as finding suppliers or customers or clients.
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5.2 Regional labor market

There was no significant effect on the likelihood that support would be more
likely to survive if the place of work was equal to the region where the subject
was located (either in the short or long term). In our research, we hypothe-
sized, that in the Slovak labor market, subjects often move to where the work
is and it is very important where the subject will be self-employed. To our sur-
prise, this factor did not manifest itself. It can therefore be assumed that there
are other contexts that address the issue. Probably, the factor under study is
associated with the first phase of self-employment, not with the final phase
— survival in the labor market. This factor loses strength during the support
phase and in the sustainability phase it is more important whether the select-
ed region has a solid basis for self-employment. In essence, it is more about the
business conditions that exist for the unemployed at a given moment in time.
Due to the unique indicator, we do not observe any impacts in other research.

If we look at a comparison of the impact of region, we see that people from
the least developed region have lower survival rates, both in the labor mar-
ket and in entrepreneurship. The only exception is the model measuring the
short-term effects of staying in the labor market. This is probably related to
the opportunities that the region provides for entrepreneurship and work.
In general, a developed region provides more jobs and more demand for en-
trepreneurs, making it easier to work in times of economic growth (Huggins
2017), as our research confirms. Support policies seek to compensate for this
shortfall with more support. In our case, this support is greater, but our re-
sults suggest that it cannot compensate for the negative environmental im-
pact of the underdeveloped region. This may be due both to the relatively
small difference in amount of this support across regions, but also to the fact
that a large proportion of entrepreneurs may be indispensable entrepreneurs
(Caliendo and Kuhn, 2013). If we look at the comparison of the impact of the
region, we see that people from the least developed region have lower sur-
vival rates, both in the labor market and in entrepreneurship. The only ex-
ception is the model measuring the short-term effects of staying in the labor
market. This is probably related to the opportunities that the region provides
for entrepreneurship and work. In general, a developed region provides more
jobs and more demand for entrepreneurs, making it easier to work in times
of economic growth (Huggins 2017), as our research confirms. Support poli-
cies seek to compensate for this shortfall with more support. In our case, this
support is greater, but according to the results, it cannot compensate for the
negative environmental impact of the underdeveloped region. This may be
due to the relatively small variation in this support across regions and the fact
that a large proportion of entrepreneurs may necessarily be entrepreneurs
(Caliendo and Kuhn, 2013) who would rather work as employees and end up
going out of business to find a job when the opportunity arises. These oppor-
tunities are more common in more economically developed regions.

According to Caliendo, Kinn (2013), the impact of the business environment is
also due to weaker initial investment by those who entered self-employment
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due to unemployment. The least developed region factor has a negative impact
onallsubjectsin the longrun, notonly on self-employed entrepreneurs. This sug-
gests that other subjects who are either employed or contracted in the market
are affected by market conditions much later. That company survival is lower in
disadvantaged areas is confirmed by the findings of the Tervo study (2006). The
study further suggests that the worse the conditions are in disadvantaged eco-
nomic areas, the higher the likelihood of self-employment (opportunity cost).

5.3 Economic factors

Based on data for Slovakia as a whole, the level of support under the allowance
has a short-term positive effect on employment after the end of the support
period only for the self-employed. The amount of funds is logically more im-
portant for those who remain in business as employed after the end of the
support. The fact that this effect is mainly short-term can be explained by its
importance for business start-ups. In the long run, the sufficiency of financial
resources substitutes for other factors that sustain the business.

The cost-effectiveness of support entails significant economic risks (wasted
resources, uneven distribution, demanding conditions), as confirmed by Dan-
son, Galloway, Sherif (2021). A study by Cueto and Mato (2009) determined
self-employment survival rates to be around 93% after 2 years and 76% after
5 years. After 3 years, our findings are at about 40% for the self-employed,
which is considerably less (short-term sustainability is somewhat more pro-
nounced in our setting, at about 56%). Values when employed reach sustain-
ability above 85%. The significant differences between countries can be justi-
fied in two ways. The first reason is the need to distinguish between survival
in employment and in self-employment. As our research shows, survival on
the labor market behaves very differently depending on the location of the
subject based on support. The second reason is the overall duration of the
assistance. While in Slovakia we analyze survival up to 3 years of 3-year sup-
port, in other countries the time is much shorter, for example, in Sweden it is
only for a period of 6 months (replicating the unemployment benefit) and the
benefit is for everyone. In Germany, according to a study by Caliendo, Kinn
(2013), support is paid during the first 6 months of self-employment and is
conditional on eligibility for unemployment benefits. In addition, there is an-
other instrument in Germany that is paid out over a 3-year period and cov-
ers the long-term unemployed and individuals with limited income and labor
market experience. Niefert’s (2010) study reveals the fact that subjects have
to prove their personal and professional competence, which would solve a
number of teething problems when starting a business (although it would
prolong the administrative burden to some extent).

The last factor examined was the year of support. The factor analyzed points
rather to the macroeconomic context of the support, where it is assumed
that the first years examined achieved more favorable conditions for starting
a business, as Slovakia has moved out of unfavorable conditions in the un-
employment rate (in 2012 the unemployment rate was 14.4%, in 2017 it was
only 5.94%). As other studies show (Tervo, 2006), unfavorable adverse market
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conditions mean that the subject is likely to choose self-employment rather
over paid work (few opportunities, low wages). Our results confirm this, as we
register a higher number of subjects with this support in the first two years,
with the number declining afterwards. From the results of the analyses, we
also observe a short-term positive impact on overall survival on the labor mar-
ket in all years examined, which only partially confirms our assumption.

6 Conclusion

The aim of the paper was to examine the survival of start-ups from the state
of unemployment in Slovakia. Survival rates and factors influencing survival
were examined both in the short-term (up to 6 months after the end of sup-
port) and long-term (up to 3 years after the end of support). They were also
evaluated in terms of the supported person’s retention in the labor market
and the survival of their business. It can be concluded that the support is fit
for purpose when considered as an active labor market policy to integrate
individuals into the labor market. In a period of economic growth, more than
88% remained in employmentin the long term. However, only half of the sup-
ported unemployed remained in business. It suggests that this measure is not
very useful as a policy to promote entrepreneurship.

The results for Slovakia in the period 2012-2016 show that survival in all 4
models examined is negatively affected by the subject’s past history (how
many times and how often was the subject in the labor office). The labor
market sustainability models identify lower survival rates for ancillary and un-
skilled workers, suggesting that these workers have only used the support as
a necessity and are unlikely to have the skills to run a successful business. Due
to economic growth and abundant job offers, they have taken advantage of
them and become employees, which “fits” as better than owning their own
businesses. Business survival patterns show higher survival rates for craft and
skilled workers, suggesting that self-employment requires a certain level of
education and more significant practical experience in the field. In less devel-
oped regions, this policy has led to lower sustainability in both the labor mar-
ket, and entrepreneurial activities in the long run.. However, the differences
were smaller for business survival, suggesting that this economic policy could
focus more on these regions.

We can conclude that the support is fit for purpose when considered as an
active labor market policy to integrate individuals into the labor market. How-
ever, in the conditions of Slovakia, this leads to much less sustainability of
entrepreneurial activities than is the case in other countries.

We note that the study is constructed in terms of macroeconomic factors in
times of economic boom, which can significantly affect the behavior of in-
dividuals and the policy settings as such. If we look at the current situation
(caused by the COVID-19 pandemic), which points more to the decline in eco-
nomic development and the labor market, other factors are likely to play a
role. What impact this will have and what new factors will potentially influ-
ence support could be the subject of further research.
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Appendix 1. Factors influencing survival on the labor market - an overview of the factors used in selected studies

Factors

Gender

Marital status
State of health
Nationality

Age

Education

Number of children

Duration of last
unemployment

Occupation before
the start of support

Place of employment
/ region

Amount of support
Activity performed
Working time

Year of support

Duhautois,
Redor,
Desiage
(2015)

XXLL 4 4 X XLLLAXXAS

Caliendo
(2016)

XXXX & X L4 XXLAXXLAX

Realized studies

nm_.mm.sao. Borik et _wmcammqnzm:
_M_w_ix.um e nm_%o:m.wo

X v v

v v X

v X X

X X X

v v X

v v X

v X X

v v v

v X X

X v X

X X v

X v v

v X X

X v v

Source: Author’'s own, 2021.

Caliendo,
Kunn
(2013)

XLAXX X L& L L4884 4X

Haapanen,
Tervo
(2009)

XXLL 4 X X LALLAXXLK AL

Niefert
(2010)

XXLL X 4 X XLLLAXXAS

Millan,
Congregado
(2010)

XLLL X 4 X LALLAXXXAS



