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Abstract 
Entrepreneurial process has been attracting much attention thus far, but no detailed 
empirical studies have been conducted on the determinants of the willingness to and the 
preparation for business start-up with a representative large sample. Especially in Japan, 
where start-up ratio and the number of people who wish to start their own business have 
decreased for decades, empirical analyses from a long term perspective are essential to 
consider why entrepreneurship in Japan experiences such a long-run downturn. However, 
previous empirical studies use one-shot dataset, and lack such a long term perspective. 
This paper aims to fill this gap using statistical micro data from the Employment Status 
Survey in Japan in seven survey cohorts for 30 years. We estimate what types of 
individuals wish to start up own business and prepare for that considering age, generation, 
gender, family status, education, income, occupation and employment types, firm size, 
job tenure, and industry. We find that the determinants of the willingness to and the 
preparation for business start-up are partially different and that household head dummy 
has positive, while female dummy, firm size and job tenure have negative effects on both 
willingness to and preparation for self-employment in all survey cohorts. We also find 
that the age effect on entrepreneurial process changes over time, with the peak of the 
willingness to start-up shifting towards older generation.  
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1. Introduction 
 
    Since the 1980s, entrepreneurship has attracted much attention from academia and 
practitioners for its contribution to innovation, economic growth and employment. 
However, in Japan, start-up ratio of new business has been lower than closing ratio and 
at the lowest level among the OECD countries since the 1990s. Recent start-up ratio in 
Japan, measured as the ratio of new establishments with employees to existing 
establishments with employees, remain around 5%, which is considerably lower than the 
levels in other advanced countries (Figure 1)1. Moreover, according to the Employment 
Status Survey (Statistics Bureau) in Japan, the people who wish to start up own business 
reduced by half from 1.67 million in 1997 to 0.84 million in 2012. During the same period, 
the people who moved to self-employers within one year before the survey also reduced 
from approximately 0.29 to 0.22 million (Figure 2). Considering this trend, Japanese 
government announced its policy goal to increase start-up ratio in Japan to a similar level 
to that in the US and the UK (Headquarters for Japan’s Economic Revitalization 2013).  
    Using Global Entrepreneurship Monitor (GEM) micro data of G7 countries, a recent 
study (Suzuki 2013) shows that in Japan, the propensity of people to proceed from the 
willingness to start up own business to the preparation for that and finally to business 
foundation is clearly higher than that in other advanced countries. This result suggests 
that a major reason for fewer start-ups in Japan may not be the difficulty to achieve 
business start-up, but rather a quite low level of willingness to start-up. Therefore, in 
order to promote entrepreneurship appropriately, it is important to examine not only the 
determinants of start-ups (what type of people is more likely to start up own business than 
others), but also those of willingness to and preparation for start-up (what type of people 
is more likely to have willingness to start up a business and prepare for that than others).  
    Previous studies have addressed the determinants of new firm formation mostly 
using regional data, but also individual data. However, no empirical studies have been 
conducted to date on the determinants of both willingness to and preparation for start-up 
using representative large-scale micro data. Thus, this paper aims to empirically 
investigate personal determinants of the willingness to and the preparation for business 
start-up in Japan using statistical micro data.  
    Another specific feature for Japanese entrepreneurship is a quite high ratio of senior 
entrepreneurs over 60 among founders. According to the latest Employment Status 
Survey in 2012, one-third of new firm founders are over 60, and the ratio of senior 

                                                
1 We show the start-up ratio with this measurement because of the availability of annual 
statistical data and the best comparability with the US and the UK data.  
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entrepreneurs has been increasing over time. In contrast, the ratio of young founders has 
been decreasing (Figure 3). Thus, we will check how the willingness to and preparation 
for business start-up differ across age groups and how this pattern may change over time. 
Our sample including a variety of age groups from teenagers to those above 75 and 
covering seven survey waves over 30 years from 1982 to 2012 enables us to investigate 
the changing patterns of the determinants of the willingness to and preparation for 
business start-up in Japan, considering both the age and cohort effects.  
    The remainder of this paper is organized as follows. Section 2 provides a brief 
overview of previous literature. Section 3 explains the data source and the sample for the 
empirical estimations. Section 4 presents basic statistics of our sample in detail and the 
estimation models and variables. Section 5 demonstrates and discusses estimation results 
for the entire sample, different age groups, men and women, and those with and without 
occupation. Section 6 concludes this paper suggesting some limitations and future 
research agenda.  
 
2. Literature Review 
 
    Individual occupation choice between employee and self-employment based on the 
comparison of expected income or utility has long been discussed (Johnson 1978, 
Jovanovic 1979, Miller 1984, Evans and Jovanovic 1989), but empirical studies using 
large-scale individual data have been relatively scarce because of data constraints. Rather, 
most studies have been conducted using aggregated regional data and focusing on 
regional factors (for example, Harada 2005, Masuda 2006, Okamuro and Kobayashi 2006, 
Okamuro 2008, and Ikeuchi and Okamuro 2011 for Japan). Specifically, using prefecture-
level data from the Employment Status Survey (which we use in this paper), Harada 
(2005) and Masuda (2006) analyze the effect of regional factors on the ratio of potential 
entrepreneurs (who wish to start up own business).  
    Yet, some previous studies use individual data to analyze personal factors for start-
up. Early studies examine the effect of age on the propensity of start-up and find an 
inversely U-shaped relationship (Rees and Shah 1986; Evans and Leighton 1989; 
Blanchflower and Meyer 1994; Holz-Eakin et al. 1994): Using American or Australian 
data, these studies find a common trend that the propensity to start-up a business reaches 
its peak when the people are at the end of their thirties. With regard to other factors, Evans 
and Jovanovic (1989) show positive effect of employment experience on start-up, while 
Ardagna and Lusardi (2008) (2009) investigate the effect of gender and higher education 
using GEM data. Moreover, Van der Sluis et al. (2008) demonstrate the self-selection 
effect of higher educated people on self-evaluation of their managerial ability. Finally, 
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Astebro and Bernhardt (2005) confirm the effects of entrepreneurial capability measured 
as the experiences of working at the own family’s firm and running the own business, and 
the family tradition as business owners. However, these studies focus on the personal 
factors of realized start-up, and not those of willingness and preparation of start-up.  
    Katz (1990) proposes a ‘three hurdles model’ of the business start-up process, 
identifying three hurdles for self-employment: aspiring, preparing, and entering. The 
aspiring hurdle reflects the stated intention to become self-employed, while the preparing 
hurdle consists of actual and various preparation for entry into self-employment. 
However, as far as we know, thus far there are only a few studies that empirically examine 
the individual factors to overcome these hurdles. Among them, Van Praag and Van 
Ophem (1995) is the first empirical study on the willingness (aspiration) to start up own 
business. Focusing on the young American between 14 and 23, they find negative effects 
of age and marriage on the willingness to entrepreneurship, by using official survey data. 
However, they limit the sample to very young people mostly in education and do not 
address the preparation for entrepreneurship.  
    Delmar and Davidsson (2000) is the first empirical study on the determinants of 
nascent entrepreneurs (defined as those who are trying to start a new independent firm) 
based on a large random sample. From among randomly selected 50,000 individuals aged 
between 16 and 70 in Sweden, they identify 405 nascent entrepreneurs by telephone 
interviews and matched them with a randomly selected control group of 608 individuals. 
The results of logistic estimations confirm the importance of age (youth), gender 
difference (male), education, positive impression from role models, employment status 
(self-employed), and management experience, but no effects of marital status, number of 
children in the household, and the length of employment. However, they do not consider 
the willingness to start-up and may suffer from a serious accessibility and response biases 
because of telephone interviews.  
    Rotefoss and Kolvereid (2005) provides the first empirical analysis that combines 
individual and regional factors to estimate the determinants of aspiring, nascent, and 
fledgling (new) entrepreneurs in Norway. They identified 203 nascent entrepreneurs in 
1996 (defined as those who were trying to establish or take over a business in 1996, or 
those who have started or acquired a business since 1995) through telephone calls on 
9,500 random sample of adult Norwegian individuals, and followed them up until 1999. 
Regarding aspiring entrepreneurs, they do not report the exact number in their initial 
sample, but they defined and identified them just as those who prefer self-employment. 
The results of logistic estimations suggest that entrepreneurial experience is the only 
factor that increases all propensities to aspiring, nascent, and real business founders. Their 
analysis, however, is not free from accessibility and response biases. Moreover, personal 
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factors considered in the estimations are limited to age, gender, ethnicity, higher 
education, and entrepreneurial experience.  
    Frank et al. (2007) examine different impacts of personal factors on start-up 
intention, start-up realization, and business success based on four related empirical 
studies of their own. Each included study targets different types of individuals in Austria. 
Specifically, the studies on the degree of start-up intention target 417 secondary school 
students and 777 university/college students, respectively. They find that the impact of 
personal traits (such as ‘need for achievement’) of (potential) founders is large on start-
up intention, but decrease with start-up stages. However, they do not show the full 
estimation models and results, so that it is not clear which variables they use (such as age 
and gender) and what effect each variable has. Moreover, the results of the studies on 
start-up intention cannot be generalized because they focus on young people in education.  
    To sum up, previous empirical studies on potential or nascent entrepreneurs have 
their limits due to data availability. Rotefoss and Kolvereid (2005) is the only study that 
addresses both the willingness to and preparation for self-employment with a 
representative large sample, although their nascent entrepreneurs are, by definition, not 
limited to those who are preparing for start-up. However, their sample may have 
accessibility and response biases due to survey methodology. Moreover, personal factors 
they use are limited to some variables for the lack of information on the family 
(household) structure and the current occupation. Finally, previous studies are based on 
a survey that was conducted only once, and thus do not examine the changes in the 
determinants of entrepreneurial process over time.  
    Therefore, in this paper we aim to overcome these limitations by 1) using 
representative micro data from public statistics, 2) considering a wide range of individual 
and household factors, and 3) investigating the changes in the effects of these factors over 
30 years considering both the age and cohort effects. Indeed, our most important 
contribution to the literature is that we use statistical micro data from several surveys over 
30 years. In short, our research questions are as follows: 1) What are the individual 
determinants of the willingness to and the preparation for business start-up over 30 years? 
2) To what extent and how did these determinants change over time during these 30 
years? Regarding the second one, we pay special attention to age and cohort effects.  
 
3. Data Source and Sample 
 
3.1 Employment Status Survey 
    We use individual micro data from the Employment Status Survey of the Statistical 
Bureau in the Ministry of Internal Affaires and Telecommunications in Japan in seven 



 6 

survey cohorts from 1982 to 2012 for empirical estimations. This is one of the most 
important statistical surveys in Japan and conducted every three years since 1956 and 
every five years since 1982 in order to investigate the situation of working and non-
working population in the whole country. In this survey, the target households are 
sampled in two steps. In the first step, approximately 32,000 enumeration districts (which 
are much narrower than municipalities and comprises around 50 households each) are 
randomly sampled from all enumeration districts of the Population Census. In the second 
step, approximately 470,000 households are randomly sampled from these districts. The 
survey sample comprises all members of these households 15 years old or more, which 
amounts to approximately one million individuals including both working and non-
working population2. In this paper, we target approximately 3.8 million employees from 
among working people that exclude those who wish to quit the job by pooling individual 
data from the surveys from 1982 to 2012. It is noteworthy that we cannot construct a 
panel dataset from this survey data because the sample districts and households change 
at every survey.  
    Survey questionnaire include the following items that are common to working and 
non-working people: sex, age, marital status, education, household structure, domicile 
location, employment status, and individual and household annual income. Moreover, 
regarding working population, they investigate the current job (sector, status, tenure, firm 
size, and working days and hours) and the job career including the first and previous jobs, 
and the willingness to change jobs and the preparation for that3.  
 
3.2 Identification of the willingness to start up and the preparation for that 
    Among the sample individuals of approximately 3.8 million people, we identify 
those who wish to start up own business and those who prepare for that in the following 
way (Figure 4). We first select working people. Then, we classify the former into 1) those 
who look for a new job, 2) those who wish to continue the current job, and 3) those who 
wish to retire from working, according to the answers to the question “Do you wish to 
continue your current job?”. By excluding the last group 3) and also the self-employed, 
our sample is limited to employees and company executives in the categories 1) and 2). 
Thus, we obtain for our sample approximately 3.8 million individuals of 15 years old and 
more from seven survey cohorts.  

                                                
2 This description of the sampling and survey procedures is based on those of the most 
recent survey in 2012, but basically they did not change over time except for slight 
changes in the numbers of enumeration districts and target households.  
3  See the following website for further details on this statistics: 
http://www.stat.go.jp/english/data/shugyou/index.htm. 
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    In the next step, according to the answers to the question “In which status do you 
wish to work?”, our sample individuals are classified into those who wish to start up own 
business by themselves and other categories 4 . People in the former group (2.8%; 
approximately 95,000) are further classified into those who seriously prepare for start-up 
(0.7%; approximately 25,000) and who do not, according to the answers to the question 
“Do you prepare for your own business?”5. In this way, sample individuals are divided 
into those who wish to start up own business and those who do not on the one hand, and 
into those who prepare for a new business and those who do not on the other.  
 
3.3 Sample statistics and the trends over 30 years 
    Table 1 shows basic statistics of our sample individuals for each survey cohort from 
1982 to 2012 and in total. As shown in Figure 1, which demonstrates estimated population, 
the number of those who wish to start up own business decreased from 17,766 in 1982 to 
6,935 in 2012 (which is not in Table 1), and so their ratio to the sample of working people 
from 4.1% in 1982 to 1.5% in 2012. However, the ratio of those who prepare for their 
own business remain quite stable during the same period (0.7% in 1982; 0.8% in 2012), 
so the difference between the ratios of willingness and preparation has decreased 
considerably.  
    Sample composition also changed during this period. Average age increased for 
more than 5 years from 39.8 in 1982 to 45.3 in 2012. The number of preschool children 
per household decreased from 0.33 to 0.18. Also the composition of occupation changed: 
the ratio of working people in technical and professional occupation increased from 8.3% 
to 14.5%, while those in managerial positions decreased from 4.7% to 2.3%. With regard 
to educational attainment, those with university degrees doubled from 11.9% to 23.9%. 
Regarding job status, the ratio of regular workers decreased from 66.5% to 56.2%, while 
the ratio of part-time and other non-regular workers drastically increased from 12.8% to 
34.7%. Workers moved from small to larger firms, so that the average firm size in which 
they work increased from 209 to 263 employees.  
 
4. Estimation Models and Variables 
 

                                                
4 Other categories of this question item include regular (full-time) employee, part-time 
employee, dispatched worker from temporary employment agencies (since 2002), 
contract worker (since 2007), take over one’s own family business (since 2007), and 
pieceworker at home.  
5 In this survey, preparation is limited to the “preparation of capital, material, equipment 
etc. to start a business”. 
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    We target working people to empirically investigate what types of individuals tend 
to wish to start up own business and to prepare for that. For this purpose, we separately 
estimate two linear probability models that have the dummy variables for the willingness 
to and the preparation for business start-up as dependent variables, respectively, and 
individual, household, and current job characteristics as independent variables. We 
estimate this model for the entire (pooled) sample covering all survey cohorts and for 
each survey year from 1982 to 2012.  
    First, we estimate the determinants of the willingness to start-up by using the dummy 
variable for the willingness as the dependent variable. Independent variables comprise 
personal characteristics (age, generation, gender, education, marital status, household 
head), household characteristics (household income and the number of pre-school 
children), and current job characteristics (firm size, industry, job status, job tenure, 
occupation type, and personal income). Second, we estimate the determinants of 
preparation for start-up with the same sample. The dependent variable here is the dummy 
for the preparation for start-up. We use the same independent variables as those in the 
first estimation. We estimate this model for the entire sample covering all survey cohorts 
and for each survey year. These models can be described as follows:  
 
Willingness = f (personal, household, and current job characteristics) 
Preparation = f (personal, household, and current job characteristics) 
 
    Let us explain the independent variables in more detail. As personal factors, we use 
age group dummies (15-19, 25-29, 30-34, 35-39, 40-44, 45-49, 50-54, 55-59, 60-64, 65-
69, 70-74, 75 and more, using those in 20-24 as baseline reference) and generation 
dummies (those who were born before 1930, 1930-34, 1935-39, 1940-44, 1945-49, 1950-
54, 1955-59, 1960-64, 1970-74, 1975-79, 1980-84, 1985-89, and 1990 or later, using 
those born during 1965-69 as the baseline reference) in order to consider both age and 
generation effects. We also control for gender differences with the female dummy 
variable and the effects of marital status with a dummy variable that takes one if the 
individual is married and zero otherwise.  
    According to Georgellis and Wall (2005), if there is another paid worker in the same 
household, the individual is more likely to start up a business for non-pecuniary reasons. 
If an individual is a household head, he or she may or may not have another paid worker 
in the same household. However, if an individual is not a household head, it usually 
suggests that there is another individual in the household who is a paid worker. Therefore, 
we use the household head dummy to control for the effect of another paid worker in the 
household.  
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    Among the individual characteristics, educational attainment is often used in the 
previous studies as a proxy for personal capability. We used the dummy variables for 
education attainment (university, junior college, and high school, with junior high school 
as the baseline reference).  
    Household characteristics include the number of preschool children and the annual 
household income in natural logarithm6. We assume that especially the women with pre-
school children may prefer self-employment to paid employment because the former 
allows them more flexible work. The annual household income is regarded here as a 
proxy for start-up capital. In most of the cases, start-up capital comes mainly from the 
founders and their family members or friends. In the survey, annual household income is 
categorized into 14 groups, but we replace these categorical values by the median value 
of each category. The maximum is 25 million yen for the highest category of more than 
20 million yen.  
    As the variables for the current job, we use professional occupation7 and managerial 
position dummies, working status dummies for full-time employees, executives, co-
workers of self-employed, and pieceworkers at home (we regard part-time and other non-
regular employees as the baseline reference), and sector dummies. We assume that these 
variables for the current job may affect both willingness to and preparation for start-up.  
    Moreover, we use job tenure (years in the current job), annual personal income in 
natural logarithm8, and firm size. Annual personal income is categorized into 16 groups 
in the survey, but we again replace the categorical values by the medians in each category. 
For the highest category, over 15 million yen, we calculate 20 million yen. Moreover, we 
include the interactive term of household and personal income in order to check 
substitution effect between them. Firm size is available only as employment size dummies, 
but we calculate firm size by medians in each size category and use it alternatively. 
Previous studies (Parker 2009, Tsuchiya 2010) show that employees in small firms are 
more likely to start up own business than those in large firms for several reasons. 

                                                
6 Annual household income is categorized into the following 14 groups: less than 1, from 
1 to 2, from 2 to 3, from 3 to 4, from 4 to 5, from 5 to 6, from 6 to 7, from 7 to 8, from 8 
to 9, from 9 to 10, from 10 to 12.5, from 12.5 to 15, from 15 to 20, and 20 million yen 
and more. 
7 Here we follow the definitions by the “International Standard Occupation Classification” 
by the International Labor Organization. Professional occupations include scientists, 
engineers, teachers, medical doctors and nurses, lawyers, accountants, artists, etc.  
8 Annual personal income is categorized into the following 17 groups in the survey: none, 
less than 0.5, from 0.5 to 1, from 1 to 1.5, from 1.5 to 2, from 2 to 2.5, from 2.5 to 3, from 
3 to 4, from 4 to 5, from 5 to 6, from 6 to 7, from 7 to 8, from 8 to 9, from 9 to 10, from 
10 to 12.5, from 12.5 to 15, and 15 and more million yen.  
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Therefore, we use firm size variable to control for the effects of firm size of the current 
job.  
    The combination of independent variables is partially different between the full 
(pooled) sample estimation and those of each survey cohort. In the full sample estimation, 
we use both age group and generation dummies, female, household head and marital 
status dummies, educational attainment dummies, the number of preschool children, 
personal income, household income, and the interactive term of these income levels, 
occupation (professional and managerial) and employment status (regular workers, 
executives etc.) dummies, firm size, public sector dummy, and job tenure. Finally, we 
control for the survey year with year dummies (1982 as the baseline reference). We 
include both age group and generation (cohort) dummies in the full sample estimation in 
order to examine the cohort effects on start-up orientation by controlling for age effects. 
We exclude generation dummies and survey year dummies from the sub-sample 
estimations for each survey cohort: the former are highly correlated with age group 
dummies.  
 
5. Empirical Results and Discussion 
 
    In this section, we present and discuss the estimation results of the determinants of 
the willingness to and the preparation for business start-up. We show the results on the 
determinants of the willingness to and the preparation for start-up separately, and for the 
pooled sample and for each survey wave.  
 
5.1 Results on the willingness to start-up  
    Table 2 shows the estimation results on the willingness to start-up using linear 
probability model and the pooled sample of seven survey waves. Specification (1) 
includes only survey year dummies and age group dummies, Specification (2) includes 
additionally generation dummies, and Specification (3) includes also all other variables.  
    First of all, the coefficients of survey year dummies (all negative and significant) 
indicate that, as compared to 1982, willingness to start-up has distinctly decreased since 
2002 with a large gap between 1997 and 2002. This gap is evident even after controlling 
for various individual factors. Second, the results of age groups suggest that, as compared 
to the youth from 20 to 24 years old, the willingness to start up is highest at the late 
twenties and early thirties, after controlling for generation and other individual factors. 
Third, those who were born in the second half of the 1950s (and the cohorts around this 
generation) show the highest willingness to start-up, even after controlling for age and 
other individual factors. This suggests a specific cohort effect of this generation.  
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    Fourth, regarding other personal and household factors, female dummy has negative 
and significant effect, while household head dummy, marriage dummy, the number of 
preschool children, and educational attainment have positive and significant effects on 
the willingness to start-up. Both household and individual income has positive and 
significant effects, but their interactive term has negative and significant effect. It 
suggests that individual and household income levels are substitutive for the willingness 
to start-up.  
    Finally, regarding job characteristics, we find that neither professional nor 
managerial positions induces willingness to start-up. Moreover, as compared to part-time 
and non-regular workers, full-time workers are significantly less willing to start up 
business. Firm size, public sector dummy, and job tenure have all negative and significant 
effects on the willingness.  
    In sum, for the pooled sample we find that 1) working people in their youth and who 
were born in the second half of the 1950s are more willing to start-up than any other age 
groups and generations, 2) working women are less willing to start-up than working men, 
3) to have a family promotes willingness to start-up (marriage, preschool children), 4) 
higher education increases willingness to start-up, 5) higher income induces willingness 
to start-up, while household and personal incomes are substitutive, 6) people in 
professional and managerial positions are less willing to start-up than those in other 
positions, 7) full-time workers are less willing to start-up than part-time workers, 8) job 
tenure is negatively correlated with the willingness to start-up, and 9) employees in small 
firms are more willing to start-up than those in large firms.  
    Table 3 shows the estimation results on the willingness to start-up using linear 
probability model and the sub-samples of each survey cohort from 1982 to 2012. 
Estimation results of each survey year is presented in each specification. We report the 
estimation results focusing on their changes over time.  
    First, regarding age effect, we find that from 1982 to 1997, workers in their youth 
(in the late twenties and early thirties) were more willing to start-up than older people, 
while the peak shifted to older ages after 2002. Second, female dummy has a negative 
and significant coefficient in each survey year, but the coefficient becomes smaller with 
time. Third, the positive effect of higher education (including junior colleges) on the 
willingness becomes smaller over time and eventually insignificant in 2012. Fourth, after 
2002, the coefficients of personal income become smaller (though significant), while 
those of household income become negative and significant. Fifth, the effects of 
professional occupation and executives turn from negative to positive and significant after 
2007 and after 2002, respectively. The effects of firm size, public sector, and job tenure 
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remain basically the same during the period of 30 years, but overall, the coefficients of 
current job variables become smaller over time, especially after 2002.  
 
5.2 Results on the preparation for start-up 
    Table 4 shows the estimation results on the preparation for start-up using linear 
probability model and the pooled sample of seven survey waves. Specification (1) 
includes only survey year dummies and age group dummies, Specification (2) includes 
additionally generation dummies, and Specification (3) includes also all other variables.  
    First of all, in contrast to the results on the willingness to start-up, the coefficients 
of survey year dummies are mostly insignificant after controlling for individual factors.  
These results suggest that the probability of preparing for start-up did not change 
significantly during the observation period. Second, the results of age groups suggest that 
people in the early thirties (30-34 years old) have the highest propensity of preparation 
for start-up, which remains constant over time. Third, those who were born in the early 
1970s show the highest propensity of preparation for start-up, after controlling for age 
and other individual factors. This suggests again a specific cohort effect, although the 
most “entrepreneurial” generation is younger than in the analysis of willingness.  
    Fourth, regarding other personal and household factors, female dummy and marriage 
dummy have negative and significant effects, while household head dummy and 
educational attainment have positive and significant effects on the preparation for start-
up. Individual income has a positive and significant effect, but household income has no 
significant effect, while their interactive term has a negative and significant effect.  
    Finally, regarding job characteristics, we find that both professional and managerial 
positions enhance preparation for start-up. Moreover, as compared to part-time and non-
regular workers, the level of preparation for start-up is significantly lower for full-time 
workers, but significantly higher for executives. Firm size, public sector dummy, and job 
tenure have all negative and significant effects on the preparation.  
    In sum, for the pooled sample we find that 1) working people in their early thirties 
and who were born in the early 1970s are more likely to prepare for start-up than any 
other age groups and generations, 2) working women are less likely to prepare for start-
up than working men, 3) unlike the willingness, marriage hinders preparation for start-up, 
4) higher education enhances preparation for start-up, 5) the probability of preparation 
for start-up increases with individual income, but not with household income, 6) unlike 
the willingness, people in professional and managerial positions have higher propensity 
to start-up than those in other positions, 7) full-time workers are less likely, whereas 
executives are more likely, to prepare for start-up than part-time workers, 8) job tenure is 
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negatively correlated with the preparation for start-up, and 9) employees in small firms 
are more likely to prepare for start-up than those in large firms.  
    Table 5 shows the estimation results on the preparation for start-up using linear 
probability model and the sub-samples of each survey cohort from 1982 to 2012. 
Estimation results of each survey year is presented in each specification. We report the 
estimation results focusing on their changes over time.  
    First, regarding age effect, we find that workers in their early thirties show the 
highest probability of preparation for start-up among all age groups over time, but the 
peak ages seem to extend to the forties after 2002. Second, female dummy has a negative 
and significant coefficient in each survey year, but the coefficient becomes larger after 
2002. Third, the positive effect of higher education on the preparation becomes smaller 
over time. Fourth, the coefficients of executives turn from negative to positive and 
significant after 2002. The effects of firm size, public sector, and job tenure remain 
basically the same during the period of 30 years. As a whole, changes in the effects of 
individual variables on the preparation are smaller than those on the willingness over 30 
years, reflecting the relative stability of the propensity of preparation for start-up.  
 
6. Concluding Remarks 
 
    Using statistical micro data of approximately 3.8 million individuals from the 
Employment Status Survey in Japan from 1982 to 2012, we investigated what types of 
individuals are willing to start up own business and prepare for that, and explored the 
changes in the determinants of willingness and preparation during these 30 years. It is a 
major contribution of this paper that we investigated the determinants of both willingness 
to and preparation for start-up for a long term, using statistical micro data for 30 years.  
    We found significant effects of various personal, household, and current job 
characteristics on both the willingness to and preparation for start-up. Some variables 
have similar effects on both willingness and preparation, which are quite stable over time: 
female dummy (negative), household head dummy (positive), higher education (positive), 
firm size (negative), public sector (negative) and job tenure (negative).  
    Regarding age and generation (cohort) effects, we found that the propensity of both 
willingness and preparation is higher among the young people (until the early thirties) 
than older age groups. However, over time, especially after 2002, the “best” age for the 
potential entrepreneurship becomes older. Specific generations, those who were born in 
the late 1950s and in the early 1970s, show higher propensity of willingness and 
preparation, respectively, than other generations over time, after controlling for age and 
other individual factors.  
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    Based on these estimation results, we may give some response to the fundamental 
question of why the number of people who wish to start up own business decreased over 
time, especially after 2002 survey. An important reason may be that the “entrepreneurial” 
generation of the late 1950s became older and passed by the “best” ages for start-up. 
Another reason is that the effects of several individual factors (such as family status, 
higher education, household income, firm size and job tenure) on the willingness to start-
up became smaller and partially insignificant over time, especially after 2002. However, 
why the effects of these individual factors weakened or became insignificant after 2002 
remains as a new research question.  
    What policy implication may we derive from our findings? In order to enhance the 
willingness to entrepreneurship (self-employment), two different approaches would be 
possible. First, to focus the policy support more clearly on those groups that have lower 
willingness than others: women, older people, those with lower education and income, 
people in professional and managerial positions, full-time workers and executives, 
workers with short job tenure, etc. Second, to focus the policy support on those with 
higher but decreasing probability to wish to start up new business, such as those with high 
education, high personal income, and longer job tenure.  
    These policy implications, however, rely on basic assumptions that there are 
bottlenecks that prevent people from revealing their wishes for and preparing for start-up 
and that it is good both for the individuals and the entire society to get rid of such barriers. 
Otherwise, any active policy means inappropriate policy intervention into free and 
rational decision-making of individuals.  
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Figure 1: Business entry ratio (%) in international comparison 

 
Source: Small and Medium Enterprise Agency (2014), p. 187, Figure 3-2-7.  
 
Figure 2: Number of people who are willing to and preparing for start up own business, 
and founded own business during the previous year 

 
Unit: 10,000 people 
Source: Small and Medium Enterprise Agency (2014), p. 182, Figure 3-2-1 with original 
editing.  
Original source: Ministry of Internal Affaires and Communications (MIC), Employment 
Status Survey, 1979-2012.  
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Figure 3: Age structure (%) of new business founders (self-employers) 

 

Source: Small and Medium Enterprise Agency (2014), p. 184, Figure 3-2-4 with original 
editing.  
Original source: MIC, Employment Status Survey, 1979-2012. 
 
Figure 4: Classification of sample individuals in the Employment Status Survey 
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Table 1: Basic statistics (mean values / percentages) of sample individuals 
(working people excluding self-employed and those who wish to retire) 

 

* in 10,000 yen 
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Table 2: Determinants of willingness to start-up in all survey cohorts (pooled data): 
Linear probability model 
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Table 3: Determinants of willingness to start-up in each survey cohort: 
Linear probability model 
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Table 4: Determinants of preparation for start-up in all survey cohorts (pooled data): 
Linear probability model 
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Table 5: Determinants of preparation for start-up in each survey cohort: 
Linear probability model 
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