PROMISING APPROACH # 9

Support Pilot Self-employment Programs

Self-employment is often the only available employment option for young people in areas with low labor
demand. This is the case despite the inherent risks and difficulties involved in creating a successful business
because of the major constraints that exist to finding employment in these areas, especially for at-risk youth.!
In the best-case scenario, programs to support youth self-employment—or entrepreneurship—can help a
young person start a successful business. However, if starting a business is not a realistic option, the
experience and skills that young people gain during their entrepreneurship training may help to increase their
employability and employment prospects, as well as their confidence and self-image. Self-employment
training programs can also help at-risk youth by putting them in contact with potential employers and other
entrepreneurs, who they would otherwise not have had the opportunity to meet.?

Self-employment assistance programs—also known as micro-enterprise development or entrepreneurship
programs—may provide financial assistance (credits, allowances, or grants), and/or they may provide other
technical services, such as training in business skills, counseling, other financial services, and help to develop a
business plan.3

Entrepreneurship training can be delivered in a variety of settings, including through formal education (as
part of the curriculum), job training institutions, business incubation centers, small and medium enterprises
(SME) development agencies, industry organizations, and so forth. Training can be provided to all comers or
be targeted to particular groups, such as the newly or long-term unemployed. In some cases, financial
assistance can be provided to students to support their participation in the program in the form of an initial
lump sum payment or of periodic allowances. Often, potential beneficiaries have to undergo an assessment
before they can enter the program to determine the likelihood of success they would have in starting a
business.*

How Do Self-employment Programs Reduce Risky Youth Behavior?

The primary way in which self-employment or entrepreneurship programs can reduce risky behavior among
young people is by providing them with skills and work experience, which increases their employability and,
as a result, their chances of acquiring future employment. Entrepreneurial skills may also contribute to
making young people become more motivated, active citizens and, consequently, minimize their feelings of
social exclusion, which often lead young people to engage in risky behavior. Acquiring entrepreneurial skills
may also have the benefit of increasing self-esteem and improving self-image, which have both been proven
to be protective factors against risky behavior related to sex and violence.

Research Findings: Providing the Evidence Base

Despite the widespread implementation of self-employment programs across the world, evidence on the
impact of these programs—in particular on young people—remains scarce. However, what evidence does
exist shows that self-employment programs can significantly increase the probability of young participants
finding a job, at least in the short term, but the cost effectiveness and the longer-term effects of self-
employment programs still need to be tested.>

Impact estimates carried out with experimental data four months after the end of Peru’s Young Micro

Entreprenenrs’ Qualification Program showed an increase of 7.8 percent in the probability of participants having
an operational business and an 8 percent increase in their average income (in comparison to not having
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participated in the program). Estimates from quasi-experimental data also showed an increase of almost 40
percent in the probability of the business operating for more than one year and an increase in earnings by 40
percent (in comparison to not having participated in the program).6 In Bulgaria, the country’s Seff-employment
Program increased the probability of being employed by at least 50 percent compared with nonparticipants,
with even greater effects on young female participants. (Varying effects in terms of magnitude may result
from several characteristics of the evaluation design, including timing of the survey, type of control group
used, and so forth.) However, the costs of the program per placement, per participant, exceeded those of
training and subsidized employment programs.” Though the Commonwealth Youth Credit Initiative in India has
not yet been rigorously evaluated, studies of this small enterprise scheme for unemployed young people
involving micro-credit, training, and enterprise development showed that, after a three-year pilot program, 82
percent of participants were successfully operating micro-enterprises on a self-sustainable basis, and females
accounted for over 75 percent of all beneficiaries of the program.® Tracer studies of the Non-Formal Education
and Training for Youth (Self) employment program in the Palestinian Territories, which prepared participants for
both self-employment and private sector employment inside and outside the Palestinian Territories, showed
that one-third of the graduates were employed one year after completing the program. However, there was no
control group with whom to compare outcomes so there is no way to know if this is more or less
employment than would have been achieved in the absence of the program.” An impact evaluation of Project
Baobab in Kenya, which targets low-income young females in rural areas and offers start-up loans and training
in entrepreneurial and life skills, showed that, within a four-year period, approximately 50 percent of the
grantees were running businesses with good-to-marginal success while about 20 percent of the businesses
were no longer in operation, either because the business had failed or because the participant had dropped
out of school.’

Moving Forward: Factors for Success

e  Provide self-employment assistance in combination with other services, such as frequent
mentoring visits, business counseling, and appropriate financial aid.

e Include outreach activities (cither through mass media or youth outreach workers) to encourage
young people most at-risk to participate because, on average, this group of young people tends to
suffer from feelings of social exclusion, lower education and skill levels, more fragile family and
community networks, and low self-esteem and confidence, and so they are more likely to believe that
self-employment is not an option for them.

e Create strong partnerships with the business community so that business leaders can serve as
mentors as well as a support network.
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Key Implementation Considerations

Anticipated e Greater employment
Outcomes e Higher wages/earnings
e Increased employability
Secondary Increased self-confidence and self-esteem, leading to less risky nonemployment
Effects related behavior
Responsible Ministry of Labor, local governments, community-based organizations
ency/Actor
%rget}(;d Risk | Types II or III
Grou
Targtr:t Age 15-24
Group
Examples of e Bulgaria: Se/f-employment Program—US$465 (see source)
Costs per o Peru: Young Micro Entreprenenrs’ Qualification Program (Calificacion de Jdvenes
Beneficiary Creadores de Microempresas)—US$5306 »
Necessary e Market demand for the goods and services that small firms produce
Initia! ) e  Financial markets with accessible lending opportunities
Conditions e An entrepreneurial spirit among young people
e Partnerships between programs and the business community for mentoring
and networking purposes
Specific o Peru: Young Micro-Entreprenenrs’ Qualification Program—FEmerging evidence
Examples o India: The Commonwealth Youth Credit Initiative—Emerging evidence
gffl';ec‘t,ie\::r?;ss (http:/ ./ www.icecd.org) ‘ .
(Strong . Bulgafla.: AY e/f—em]?/@u.ﬁmi Program—Emerg{ng ev1denc.e.
Evidence and e Palestinian Territories: NOﬂ:fOWd/ Edz'tmz‘zon and Training for Youth (self-)
Emerging employmegt program—Emerglng Ct\HdCflCC
Evidence) e Kenya: Project Baobab—Emerging evidence
Issues to

Consider for
Replication and
Sustainability

e  Enterprises begun by young people generally tend to be less successful and
have higher failure rates than those begun by older people. Therefore,
government policies to encourage young people to enter self-employment
are likely to attract a lot of interest but may require a comparatively high
investment of resources for uncertain returns.

e Special outreach and information campaigns may be required to reach at-
risk youth, who may be less willing than others to become self-employed
due to feelings of social exclusion, a lack of education and training, and
fragile family and community support systems.

e Programs can have high dropout rates and businesses can have high failure
rates if beneficiaries are not carefully selected from the beginning.

e To improve self-employment interventions and to be able to scale them up,
labor market information systems must be created to enable young
entrepreneurs to communicate with each other and see how many new
businesses they have created.

Source: a. Puerto 2007.
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