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The longer entrepreneurs run their business, the

worse off they are when they return to paid work

Economics in a picture

Wage trajectories by entrepreneurial experience
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Notes: Regression results from specification with occupation fixed effects. Increasingly darker lines represent wage
trajectories after returning to paid work from 1, 5, and 10 years of entrepreneurship, respectively. Shaded regions
represent 95 percent confidence bounds. Dashed line segments represent out-of-sample predictions.

Entrepreneurs face many barriers to starting a business. One such barrier is the outside option of entrepreneurship: what entrepreneurs could do and how much they
could earn if they returned to paid work.

Comparing Portuguese entrepreneurs to similar workers who never started a business, we find that entrepreneurs who return to being employees suffer an 18 percent
immediate wage loss which stays at 5 percent in the long run. The losses are 5—10 percentage points larger for return-entrepreneurs with longer business experience.
These numbers suggest that entrepreneurial human capital is not a substitute for human capital gained through experience in paid work.

For more details see the article “Human Capital and Entrepreneurship”, published in the Banco de Portugal Economic Studies, volume X - n°2.

Prepared by Attila Gyetvai, Nasir Hossein Dad, Nicholas Kozeniauskas, and Eugene Tan. The analyses, opinions and findings expressed above represent the views of the
authors and not necessarily those of Banco de Portugal or the Eurosystem.

If you want to receive an e-mail whenever a new “Economics in a picture” is published send your request to info@bportugal.pt.

FOR THE PUBLIC FOR THE BANK CUSTOMER FOR RESEARCHERS o
| ¥ ) BANCO DE PORTUGAL
Press releases Bank customer website Papers Y)\. EUROSYSTEM
Public speeches See exchange rates Economists
Publications Events ® X (in
FAQ Glossary Disclaimer and Copyright Contacts CSIRT Accessibility Statement Cookie Preferences © 2024 Banco de Portugal


https://www.bportugal.pt/en/comunicados/media/banco-de-portugal
https://www.bportugal.pt/en/intervencoes
https://www.bportugal.pt/en/page/list-publications-banco-de-portugal
https://clientebancario.bportugal.pt/en
https://www.bportugal.pt/conversor-moeda
https://www.bportugal.pt/en/papers
https://www.bportugal.pt/en/economistas
https://www.bportugal.pt/events
https://www.instagram.com/bancodeportugaloficial/
https://www.youtube.com/c/BancodePortugalOficial
https://twitter.com/bancodeportugal
http://www.linkedin.com/company/17080
https://www.bportugal.pt/en/page/frequently-asked-questions-0
https://www.bportugal.pt/en/glossario-bilingue
https://www.bportugal.pt/en/page/disclaimer-and-copyright
https://www.bportugal.pt/en/media/contactos
https://csirt.bportugal.pt/
https://www.bportugal.pt/en/node/85945
https://www.bportugal.pt/sites/default/files/documents/2024-04/REEv10n2_en.pdf#page=55
https://www.bportugal.pt/sites/default/files/documents/2024-04/REEv10n2_en.pdf
https://www.bportugal.pt/en/economista/attila-gyetvai
mailto:info@bportugal.pt
https://www.bportugal.pt/en
https://www.bportugal.pt/en/area-cidadao
https://www.bportugal.pt/en/area-empresa
https://career2.successfactors.eu/career?company=bancodepor&mlid=1393
https://www.bportugal.pt/login/adfs
https://www.bportugal.pt/page/economia-numa-imagem-20240531
https://www.bportugal.pt/en/page/economics-picture-20240531

