5.3. EFCs in the UK and
benchmark countries in 2021

Typically, the UK framework conditions mirror
relatively closely the US EFCs, except for statistically
signillcantly lower scores for cultural and social norms
in terms of support of new and growing Orms as shown
in Figure 5.3a. Entrepreneurial Onance, physical and
professional infrastructure, as well as internal market
dynamics also scored lower in the UK than in the

USA in 2021 although the dillerence is not statistically
signillcant. For two pillars which are traditionally
evaluated by the US experts higher then by their UK
peers — entrepreneurial education at school and post-
school age — the gap almost disappeared in 2021. One
dimension for which the UK shows consistently higher

scores than the US is ease of market entry for new
and growing Orms and internal market burdens and
regulations, and this is again the case in 2021 — the
UK ranked 7th for this framework condition among 50
countries which participated in NES in 2021.

Compared to France (Figure 5.3b) and Germany (Figure
5.3¢), the UK framework conditions as evaluated

by experts in 2021 were less favourable in terms of
government entrepreneurship programmes (4.32

in the UK vs 5.89 in France and 6.35 in Germany).

The UK government support policies also received

a statistically signilcantly lower score compared to
France. In contrast, the EFCs scores indicate more
favourable conditions in the UK than in France when it
comes to internal market dynamics.

Figure 5.2: Entrepreneurial Framework Conditions in the UK in 2020 (Source: GEM UK National Expert

Survey (NES) 2021)
Note: black bars represent the 95% conOdence intervals
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Figure 5.3a: EFCs in the UK and benchmark countries in 2021
(Source: GEM UK NES 2021, GEM Global NES 2021)
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Figure 5.3b: EFCs in the UK and benchmark countries in 2021
(Source: GEM UK NES 2021, GEM Global NES 2021)
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at post-school age
Figure 5.3c: EFCs in the UK and benchmark countries in 2021
(Source: GEM UK NES 2021, GEM Global NES 2021)
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Figure 5.3d: EFCs in the UK and benchmark countries in 2021
(Source: GEM UK NES 2021, GEM Global NES 2021)
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Compared to the Netherlands (Figure 5.3d), the
country with the second highest NECI in the world

in 2019, 2020 and 2021, and the highest NECI among
European countries, the UK had a similar score for
internal market dynamics (4.94 vs 4.97). For all other
entrepreneurial framework conditions, the Netherlands
reported much higher scores. The gap is particularly
notable for government entrepreneurship programmes
(4.32 Vs 6.43) and entrepreneurial education at

school age (3.2 vs 5.81). The differences in sufficiency
and easiness to obtain entrepreneurial finance, in
government support policies, in R&D transfer, physical
infrastructure, and social norms are also statistically
significant.

5.3. EFCs in Northern Ireland and
Scotland in 2021

For the first time we conducted the NES in both
Northern Ireland and Scotland to sit alongside the
overall UK analysis. In 2021, the NECI was 4.98 in
Scotland and 4.96 in Northern Ireland compared to
4.94 in the UK. Entrepreneurial framework conditions
in Northern Ireland and Scotland in 2021 followed

United Kingdom  e===Scotland

the same pattern as in the UK although there were
some differences. Thus, government support policies,
easiness to get funding, R&D transfer and government
entrepreneurship programmes scored higher in

both nations compared to the UK overall. However,
only the difference in government entrepreneurship
programmes was statistically significant.

In contrast, the EFCs scores indicate less favourable
conditions in Northern Ireland and Scotland than

in the UK overall when it comes to sufficiency of
entrepreneurial finance, cultural and social norms,
physical infrastructure and internal market burdens.

5.4. Responses to the pandemic
and support to women
entrepreneurs

Governments across the globe intervened to support
business ventures during the pandemic. In 2021,
along with traditional questions experts were asked
if the support measures introduced by governments
in the first twelve months of the pandemic had been
successful in mitigating the decline in the number of

Northern Ireland

Sufficiency of financing for

entrepreneurs
. 7 Easyness to get financin
Cultural and social norms v 8 5
6 for entrepreneurs
C 1 Government policies:
Physical infrastructure
r 4 support and relevance
2
Internal market burdens or ) Government policies: taxes
entry regulations and bureaucracy
o

Internal market dynamics

Commercial and
professional infrastructure

R&D transfer

—/

iy

Government
entrepreneurship
programmes

Entrepreneurial education
at school age
Entrepreneurial education
at post-school age

Figure 5.4: EFCs in Scotland and Northern Ireland compared to the UK in 2021
(Source: GEM Scotland NES 2021, GEM NI NES 2021, GEM UK NES 2021)
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Figure 5.5: Government mitigation of decline in 2021 (Source: GEM UK NES 2021, GEM GEM Global NES 2021)
Note: black bars represent the 95% confidence intervals
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Figure 5.6: Progress and support to digitalization
and teleworking in 2021

(Source: GEM UK NES 2021, GEM Global NES 2021)
Note: black bars represent the 95% confidence intervals

new and growing firms and associated jobs. Figure 5.5
shows the results by contrasting how experts evaluated
the efficiency of the UK Government measures with
the evaluation provided by experts in other countries.
Overall, UK measures to avoid a decline in new and
growing businesses were judged as sufficient with the
score of 5.24. It was in line with the effectiveness of the
measures by US and German governments. However,
the support was judged as significantly less effective
compared to some other countries, including France
and Netherlands®.

Digitalisation and teleworking accelerated due to

the pandemic. The progress of this process and
government support to adoption of digital technologies
in from of specific subsidies, tax benefits or training
were judged as sufficient by UK experts and in line with
the evolution in other benchmark countries except for
Netherlands where the score is significantly higher
(Figure 5.6).

Furthermore, there was strong expert agreement that
due to the pandemic gig economy became an important
driver for starting up new business, with many new but
also existing growing businesses adopting gig-based
business models (Figure 5.7).

In contrast, the experts were divided when it comes

to the increase in prioritisation of environmental
protection by businesses and acceleration of ‘green
agenda’ by the UK Government due to the pandemic. It

Netherlands

T
..
BT
s B

o 5 10

Germany

France

USA

United Kingdom

Figure 5.7: Rise of gig economy as a start-up driver
and business model in 2021

(Source: GEM UK NES 2021, GEM Global NES 2021)
Note: black bars represent the 95% confidence intervals

was also the case for the benchmark countries with the
scores below or just above 5 (Figure 5.8).

Additionally, a new pillar describing the state of
support to women entrepreneurs (it covers such topics
as national culture, gender equality in market and
public procurement and in access to financing, the
effectiveness of support services and regulations)
shed an interesting light to entrepreneurial gender
gap observed in the UK. Experts agree that support
to women entrepreneurs is insufficient in the UK as
it is also the case in France and USA. Germany and
Netherlands scored above 5 with Netherlands having
statistically significantly higher score than in the UK
(Figure 5.9).

5.5. Experts recommendations

When asked about factors fostering entrepreneurship
in 2021 experts mention a range of factors pointing out
how the pandemic crisis created new opportunities.
The realisation of these opportunities was enabled

by increased digitalisation and technology adoption.
Climate crisis and sustainability issues are also coming
out as fostering factors opening up new opportunities
for venture creation. There is also a strong focus

on the importance of new and ‘good and practical’
entrepreneurial support programmes in general.
Increasing entrepreneurial diversity — women, ethnic
and immigrant entrepreneurship — is also seen as a
crucial element of the UK entrepreneurial context with

18 These results should be taken with a pinch of salt: experts do not compare effectiveness of measures across countries rather evaluate the outcomes of
government support measures in their own country. Therefore, other factors including cultural differences may influence these judgements.
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some experts arguing for targeted support measures to
underserved entrepreneurs.

In 2021 experts were also asked to state three
government actions that have negatively affected
entrepreneurship and three actions that have positively
affected entrepreneurship in the UK since the start of
the pandemic. The majority of cited negative actions
are related to government policies and Covid decision-
making. Experts cite the lack of clarity, slow decision-
making, U-turns and general inconsistency related

to lockdown and reopening policies. There is also a
profound feeling of injustice and inequal treatment
regarding the ‘forgotten’ entrepreneurs and self-
employed. In the nutshell, uncertainty related to the
pandemic and Brexit comes as the most important
negative factor. The positive actions largely relate to
financial support provided to businesses via furlough,
grant and loan schemes and generally accommodative
fiscal policy. Some experts notice a positive shift
towards innovation support and new support schemes
targeting SMEs. Effective vaccination roll-out and some
specific commitments were also mentioned as positive
actions.

Netherlands 4.73 -
Germany 4.88 B
France 5.11
USA 4.68 —
United Kingdom 4.61 -
(-) 5 10

Figure 5.8: Prioritization of environmental
protection and governments’ impulse of the green
agenda in 2021

(Source: GEM UK NES 2021, GEM Global NES 2021)
Note: black bars represent the 95% confidence intervals
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Similar to 2020, the main recommendations of experts

consulted in 2021 concerned:

* improved financial support for entrepreneurship
with particular focus to patient and inclusive
funding with a fair distribution to different groups
of entrepreneurs, micro-funding and improved and
more accessible grant funding, including better
information about the latest, improved incentives to
increase angel investment;

* joined-up approach to support programmes
through different stages of the business lifecycle
with a call for a single body of support and a clear
entrepreneurship-centred government policy;

* improved entrepreneurial education, especially
at school age; improved technical education and
improved links between educational system,
industry and Local Enterprise Partnerships (LEPs);

* greater regional devolution and improved
entrepreneurial eco-system in regions.

In 2021 experts also call for improving support to
innovation and internationalisation, clarity around

environmental and net zero aspirations and celebrating
business diversity.

Netherlands

Germany

|

France 4.82 B

USA 449

United Kingdom

o
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Figure 5.9: Support to women entrepreneurs in 2021
(Source: GEM UK NES 2021, GEM Global NES 2021)
Note: black bars represent the 95% confidence intervals
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6. Impact of Covid-19 on
entrepreneurial activity and
household income

Following on from last year’s report, the GEM

2021 survey continued to study the impact of the
Coronavirus pandemic on entrepreneurial activity.
Figure 6.1 below shows the percentage of start-ups,
new business owner-managers, established businesses,
TEA and EEA that disagree or agree with the statement
that “the coronavirus pandemic has provided new
opportunities that you want to pursue with this
business.” For start-ups, new businesses, TEA and
EEA, over half answered that they agree there are

new opportunities while just under half of established
businesses agreed. Established businesses had the
highest percentage (35.5%) that disagreed with the
statement.

Focusing on start-ups, Figure 6.2 shows the percentage
of start-ups that responded to the statement “In
response to the coronavirus pandemic, has your
business made any changes in its use of digital

technologies for selling your product or service?”
Over 50% agreed that they either have adopted new
technologies or enhanced plans to improve or invest
in new digital technologies. Only 12% stated they did
not need any digital tech, while under 25% stated that
they had already invested in digital tech prior to the
pandemic.

Figure 6.3 focuses on the question “Has the
coronavirus pandemic led your household income to
strongly decrease, to somewhat decrease, to show no
substantial change, to somewhat increase or to strongly
increase?” Over 55% of respondents that include

both the entrepreneurial and non-entrepreneurial
population, stated that their household income neither
decreased or increased as a result of the pandemic.
Just over 30% stated that their household income
decreased while the smallest proportion of 12% stated
an increase.

Figure 6.1: Incidence of perception of plausible new opportunities due to the coronavirus pandemic

(Source: GEM UK APS 2021)
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Overall, there appears to be a positive perception that income levels for the majority of respondents state that
the pandemic has brought in new opportunities across income has not changed, however, a third do state a
all entrepreneurial activity stages, and positive trend decrease as a result of the pandemic.

in digital adoption by start-ups. Changes in household

m Yes - you adopted digital technologies in response to the pandemic
= Yes - you enhanced initial plans with new/improved digital tech

= No - you already planned digital tech before pandemic

m No - your business can function without digital tech

Figure 6.2: Start-ups - changes made in use of digital technologies to sell product/service in
response to the coronavirus pandemic (Source: GEM UK APS 2021)

m Decrease = Neither Decrease or Increase = Increase

Figure 6.3: Changes in household income due to the coronavirus pandemic (Source: GEM UK APS 2021)
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The results from the GEM UK Adult Population Survey
(APS) and National Expert Survey (NES) for 2021
provided a unique opportunity to lil the lid on a range
of issues which lie at the heart of the entrepreneurial
process as we began to emerge from the COVID crisis
The 2022 surveys, currently underway, will provide
insights into the 2022 version of crisis as the elects of
COVID-19 are ever present and the cost of living crisis,
war in Ukraine and the ramillcations of Brexit combine
to create a new set of challenges for running businesses
or seeking to establish new ones.

Looking back to 2021 we can see some very positive
indicators for the UK economy. In the UK in 2021, just
under 29% of working age individuals were either
engaged in entrepreneurial activity or intended to
start a business within the next three years which
was an increase compared to 2020. Attitudes of non-
entrepreneurial individuals to entrepreneurship were
more positive in 2021 than in 2020 especially start-up
opportunity perception but fear of failure and skills
needed to start a new venture have fallen.

Early-stage entrepreneurship is at an historical high
level (11.5%) and within that headline so too is female
early-stage entrepreneurial activity (9.7%). These
increases are due to a rise in nascent entrepreneurship.
We associate these increases to the postponement of
start-up decisions we identilled in the 2020 survey and
also the recovery of the economy as COVID lockdown
restrictions were eased completely on ‘freedom day’ on
19th July 2021.

There was an increase in the proportion of 55-64 year
olds in the UK involved in early-stage entrepreneurial
activity — 7.4% compared to 3.2% in 2020. This may be
explained by the ‘Great Resignation’ what is now being
associated with the COVID elects on the labour market
as older individuals re-evaluate their future economic
activity and their position in the labour market.

Similar to previous years, immigrant TEA levels were
signillcantly above that of UK born life-long residents
in 2021 and those ethnic-minorities have maintained
their previous levels of early-stage entrepreneurial
activity (TEA rate) which were signillcantly higher than
for the non-ethnic minority population.

Global Entrepreneurship Monitor UK Report 2021/22

More early-stage entrepreneurs and established
business owners are engaged in any high value
activities in the UK in 2021 — high job expectation, new
products and exporting. This is an improvement on the
situation in 2020.

Yet an examination of the Entrepreneurial Framework
Conditions (EFC) that entrepreneurs face as they
develop their businesses still show some challenges
ahead. Typically, the UK framework conditions mirror
relatively closely the US EFCs, except for statistically
signillcantly lower scores for cultural and social
norms in terms of support of new and growing Orms.
Entrepreneurial Onance, physical and professional
infrastructure, as well as internal market dynamics
also scored lower in the UK than in the USA in 2021
although the dillerence is not statistically signillcant.

One dimension for which the UK shows consistently
higher scores than the US is ease of market entry for
new and growing Orms and internal market burdens
and regulations, and this is again the case in 2021 — the
UK ranked 7th for this framework condition among 50
countries which participated in NES in 2021.

In 2021, experts were again asked to evaluate
entrepreneurs’ and Government response to the
COVID-19 crisis. Overall, UK measures to avoid a
decline in new and growing businesses were judged
as sull cient with the score of 5.24. It was in line with
the electiveness of the measures by US and German
governments. However, the support was judged as
signillcantly less elective compared to some other
countries, including France and Netherlands.

Overall, this report has provided a range of indicators
on the entrepreneurial attitudes, activity and
aspirations in the midst of the public health emergency
which led to the government(s) eectively closing
down the vast majority of economic activity across the
whole of the United Kingdom. Obviously, the eCects

of the ending of the transition period associated

with Brexit are also intertwined with the pandemic,
but the analysis has shown that the entrepreneurial
foundations of the economy and society are still strong
and these will be crucial for the recovery aller the
pandemic and in dealing with headwinds of the cost of
living crisis, supply chain disruption, war in Ukraine
and the on-going economic fallout from Brexit.
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GEM UK is one of the largest, longest-running national
studies of entrepreneurial activity in the world, with
over 250,000 individuals interviewed since monitoring
began with a sample of 1,000 adults in 1998. In 2020,
10,044 adults aged 18-80 were interviewed. The
distribution of respondents is not even across the UK.
This is because the Hunter Centre for Entrepreneurship
at the University of Strathclyde, the West Midlands
Regional Economic Development Institute (WM REDI)
at the University of Birmingham and Aston University,
Welsh Assembly Government, and the Northern Ireland
Department for the Economy chose to boost sampling
in their region in order to have more detail about
entrepreneurship in their area.

The raw sample of 10,044 was distributed across 12
geographic areas within which representative sub-
samples of the population aged 18-80 were taken.
These areas and the sample sizes are: South West: 567;
South East: 900; East of England: 607; London: 850;
West Midlands: 572; East Midlands: 474; Yorkshire &
Humberside: 546; North East: 266; North West: 718;
Wales: 1,525; Scotland: 2,000; Northern Ireland: 1,019.

According to Ofcom, households in the UK which have
access to a mobile phone but not to a Oxed telephone
landline increased from 14% in Q1 of 2016 to 22% in Q1
of 2020%. In 2020, 20% of the unweighted GEM sample
across the UK consisted of mobile-only households.

At the same time, more people are using internet and
spending increasing amount of time online each day.
According to the World Bank, in 2019 the share of
population using internet in the UK has reached 93%?2.
According to Ofcom, the average time spent online each
day by adults aged 18+ was 4 hours 2 minutes in April
2020, this increased by 37 minutes compared to January
2020. Internet take-up varies by age group with 100%
of aged 25-34 going online?'. Moreover, younger age
groups, and specillcally young males, are less likely

to respond by phone as experience of GEM UK APS of
recent years clearly demonstrated.

In this changing context, the question of the choice
of appropriate method for data collection to assure
representativeness of the sample has never been so acute.

Wherever the truth lies, it is clear that Oxed line surveys
are no more fully representative of UK households, that
the distribution of mobile-only households and online
panels is dillerent to that of Oxed line households, and
that these dillerences are not xed but change over time.
There are advantages and disadvantages in each before
mentioned method of data collection. Online panels are
representative in terms of geo-demographics, but there are
some questions about the attitudinal representativeness
of people who opted into online panels. On the other
hand, when answering online, people have more time to
re-read questions before responding — this is an important
advantage considering the length and complexity of GEM
APS survey. In 2020, given the disruptions that COVID-19
caused, the GEM UK team felt that it was time to introduce
a blended approach to data collection. Hence, GEM UK 2020
APS marks a methodological step change: for the Orst year,
the data was collected via random digit dialling (RDD) of
landlines, mobile phone numbers and BMG’s online panel
network.

Every attempt is made to ensure that the results reported
are as reliable and robust as possible. To do this, four
sets of weights were calculated for the UK data:

* Weights for the whole UK that take the UK area sub-
samples and the age, gender and ethnic minority
proportion of the population of the UK (aged 18-64)
into account, based on the latest available area
estimates from the UK OO ce of National Statistics,
typically mid-year estimates for the previous year.

e Sub-sample area weights that take into account the
population distributions within GEM UK sub-sample
areas by age, gender and ethnicity. These are used
when we report comparisons between GEM UK sub-
sample areas.

¢ Government OO cial Region (GOR) weights that
create representative samples at the GOR level from
all sub-samples within the same GOR.

* Inaddition, separate weights were constructed for
England, based on balanced GOR samples for each
English region, to develop a Onal “home nations” weight.

* Moreover, the Onal dataset was calibrated by using
separate weights to account for dillerences between
CATI and online data collection methods (details
available on request).

19 https://www.statista., com/statlst1cs/286778/share of-calls-enabled-landlines-in-uk-hoseholds/ accessed 21/06/21

.ZS?locations=GB/ accessed 21/06/21

21 https: Z[www ofcom.org.uk/ data(assets[pdf Ole/0027/196407/0online-nation-2020-report.pdf / accessed 21/06/21
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Disclaimer
This report is based on data collected by the GEM consortium and the GEM UK team;
responsibility for analysis and interpretation of the data is the sole responsibility of the authors.

For further information on the GEM UK project, visit:
www.gemconsortium.org



