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Key elements of the paper
What are the individual-level and occupation-level determinants of the
transitions to and from self-employment?
Does technological progress, and particularly digital technologies,
affect the transitions from paid employment and self-employment and
vice versa?

Contribution

Distinguish between solo SE and SE with employees

Empirical evidence on the socio-economic and demographic
characteristics explaining the transitions

Empirical evidence on the role of digital technologies in explaining the
transitions
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Key figures on solo SE in the EU
Solo self-employment has become an increasingly prominent feature of the
labour market in several European countries.

23 million solo SE in the EU – 15% more than in 2002
Solo SE accounts for 72% of all SE and for 10% of all employed
42% of solo SE are in technical, professional and managerial
occupations (up from 36% in 2012)
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Theoretical explanations for the rise of solo SE

Strict labour market regulation encouraging firms to contract out
work

Digital technologies and platforms that facilitate the online provision
of services remotely from freelancers

Growing shares of women and older workers

Changing workers’ preferences; valuing more work-time flexibility and
autonomy

Lack of viable alternative in wage employment
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Technology and market transitions

Labour-saving technologies:
▶ higher risks of unemployment, so transition to self-employment
▶ lower levels of education, access to financial resources, so no transition

to self-employment

Labour-augmenting technologies:
▶ more training and opportunity to grow, higher opportunity costs of

leaving wage employment, so no transition to self-employment
▶ more access to financial resources and ability to see business

opportunities, so transition to self-employment
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Data

EU-SILC and SOEP for 30 European countries and 8 occupations at
the ISCO-08 2-digit level for each year from 2014 to 2019.

Mihaylov and Tijdens (2019) for three indicators capturing the
intensity of routine tasks: routine manual tasks (RM), routine
cognitive tasks (RC), and routine total (RT).

Felten et al. (2019) for advances in AI.

Fernández-Maćıas and Bisello 2020 for indicators on the intensity of
physical, intellectual, and social tasks.
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Method

Panel regression - multinomial logit model

Pr(y = m|X ) =
exp(X

′βm|b)∑J
j=1 exp(X

′βj|b)
,m = 1, ..., j (1)

y is one of the five destination states (paid employment,
self-employment with employees, solo self-employment,
unemployment, and inactivity)

b is one of the three origin states (unemployment, paid employment
and solo self-employment t)

X is the vector of explanatory variables which controls for gender,
age, marital status, number of children, education level, and work
characteristic, technology etc
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Results
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Conclusions

Little evidence of entrepreneurial drive, more evidence that shifts from
paid jobs to solo SE happen when nothing better is available

Greater exposure to AI, on average, is positive for job prospects, yet
low-paid/educated employees become more likely to move to solo SE

Self employment may not be a viable alternative for employees in
routine-intensive occupations

Social and intellectual intensive tasks enhance job opportunities
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Key elements of the paper
Do individuals opt into solo self-employment due to lack of viable
alternative in wage employment? (Out of necessity, not entrepreneurship)

Contribution

Distinguish between solo SE and SE with employees

Look at both stock and flows into self-employment

Empirical evidence on the role of wage employment opportunities in
explaining the solo self-employment rate
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Data
We employ data from the EU-LFS for 28 European countries and 8
occupations at the ISCO-08 1-digit level for each year from 2012 to 2019.

Figure: Solo self-employment rate heterogeneity by country-occupation
(2012-2019)
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Indicator of wage employment opportunities

WageEmploymentScarcity =
NewlyUnemployed

NewlyWageEmployed

NewlyUnemployed : Unemployed people who were previously working
in a given occupation-country pair and lost their job over the previous
12 months

NewlyWageEmployed : Newly employed in the wage sector, namely
those who started their job over the previous 12 months within the
same occupation-country
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Method

Panel regression

SoloSE (rate/flow)c,o,t = αc,o,t + βWageEmploymentScarcityc,o,t

+γXc,o,t + εc,o,t (1)

SoloSE (rate)c,o,t : share of solo self-employed in total employment in
country ‘c’ for the occupation category ‘o’ in the year ‘t’.

SoloSE (flow)c,o,t : share of solo self-employment among the newly
employed

Xc,o,t : labour market controls such as share of older workers, share of
highly educated workers and share of women workers.

αc,o,t : country, year, occupation fixed effects, and their interactions
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Results

An increase of 10 percentage points in scarcity of wage employment
opportunities is associated to an increase of around 0.2 percentage points
in the solo self-employment rate.
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Wage employment opportunities affect more directly the flows into
self-employment rather than the stock of self-employment in a given
occupation-country.
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Figure: Coefficient heterogeneity by occupation
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Conclusions

Lack of wage employment opportunities partly explains entry into
(and persistence of) solo SE.

Some occupation, which typically require high education attainment,
are more sensitive than others .

More attention on growth of solo SE vis-a-vis occupation-specific
wage employment environment (including outsourcing, and other
alternative work arrangements).
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