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Educational Qualification, Work Status and Entrepreneurship in Italy
an Exploratory Analysis

Summary

This paper provides an exploratory analysis on the relationship between educational
qualification and work status in Italy, with a particular focus on entrepreneurs and self-
employed workers. Rough data are drawn from four waves (1995, 1998, 2002, and
2004) of the Survey of Household Income and Wealth (SHIW) carried out by the Bank
of Italy. Stylised facts emerging from the empirical evidence are the surprisingly low
level of educational qualification exhibited by employers and the tendency of workers
holding higher levels of educational qualification not to choose to undertake an
entrepreneurial activity. Such workers generally become members of the arts and
professions, or take up a career as high-level employees.
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1. Introduction

Fromthe late 70s, a generation of theoretical models described the individual choice to become an
entrepreneur instead of being an employee by partitioning the workforce into two ideal categories,
respectively shaped by entrepreneurs and wage-earners, or, in other terms, employers and
employees. Since the beginning of the 90s, mostly due to precious spurs coming from the fields of
sociology and political science, the empirical research has particularly lingered over the importance
of the entrepreneurial climate, as shaped by factors like social capital and financial devel opment.

In these strands of the literature, the entrepreneurial talent has in most cases been modelled as
depending from a generic “human capital variable” synthesizing very diverse concepts ike the
educational qualification and family background, risk aversion and the extension of social networks
involving individuals. Besides some notable exceptions, he multidimensiona nature of human
capital has been generally undervalued, and scarce attention has been given to the specific human
capital possessed by entrepreneurs.

The aim of this research work is to carry out a more in depth analysis on the human capital-related
determinants of entrepreneurship, thus accounting for the role that variables like the educationa
qualification, the orientation of tertiary studies, the family background, and the degree of risk
aversion play in determining the entrepreneurial success. This paper attempts to congtitute a first
step inthe improvement of our understanding by providing afirst glance at the Italian labour market
— with a specia focus on entrepreneurs - with the aim to design guidelines for the following stages
of the work. More in particular, the paper provides an “exploration” of the educationa qualification
of Italian workers, by means of a detailed descriptive analysis, and carries out a first assessment of
therole played by qualificationin shaping workers careers.

Rough data are drawn from the Survey of Household Income and Wealth (SHIW) carried out by the
Bank of Italy. The SHIW began in the 1960s with the aim of gathering data on the incomes and
savings of Italian households. Over the years, the scope of the survey has grown and now includes
wealth and other aspects of households economic and financial behaviour such as, for example,
which payment methods are used. Actually, the survey’s sample comprises about 8,000 households
(24,000 individuals), distributed over ébout 300 Italian municipalities. The survey investigates in
depth into the individual endowments of human capital through the collection of items regarding the
work status, the educational qualification, and patterns of high-school, tertiary and post-degree
studies of workers and of their family members.

The empirical evidence clearly shows that human capital endowments of entrepreneurs are
particularly poor. In Italy, there is a gap dividing the employers’ educational qualification, on the
one side, and employees and self-employed workers studies, on the other side. For a long time,



individual entrepreneurs and owners of family businesses have played a leading role in the Italian
model of development, largely based on the dynamism of small and medium enterprises (SMEs).
Historically, the skills possessed by these agents were relational in nature and largely related to
environmental factors like the existence of social networks, as the extensive literature on the
industrial districts have widely shown. Today, Italian SMEs are experiencing a period of structural
crisis. The empirical evidence in this paper suggests that, given the deterioration of the favourable
entrepreneurial climate caused by globalization dynamics and by Italian specific circumstances,
entrepreneurs do not hold the human capital endowments necessary to overcome the crisis.
Dynamic trends draw an even more discouraging scenario, since the educational qualification of
entrepreneurs have not registered significant changes (both from a quantitative and qualitative point
of view) in the last decade: not only employers show to hold quite inadequate educational
qualifications, but they also seem to be unable to improve their skills over time, in order to carry out
an appropriate reaction to changing environmental conditions. Moreover, SHIW data clearly show
that workers holding higher educational qualifications generally do not chose to undertake an
entrepreneurial activity, preferring to take up an apparently less risky career as managers, senior
officials, or members of the arts and professions. The outline of the paper is as follows: section 2
presents a brief review of the debate on factors influencing the workers' choice to become an
employer or an employee. Section 3 carries out an in-depth investigation into the educational
qualification of Italian workers. Section 4 focuses on advanced educational qualifications, exploring
the orientation of studies carried out by graduate workers and the professional choices undertaken
by various kinds of graduates.. Section 5 presents a descriptive anaysis of the professional choices
of workers holding different types of educational qualification. Section 6 analyzes the distribution
of job opportunities for every kind of bachelor's degree The paper is closed by some concluding

remarks and guidelines for further researches.

2. Theroots of entrepreneurship

At the macro level, a growing field of studies addresses the socio-cultural roots of entrepreneurship,
mostly focusing on the role of infrastructures, the entrepreneurial climate and social capital
(Florida, 1995, Fountain, 1997, Morgan and Nauwelaers, 1999, Maskell, 2000, Gabbay and
Leenders, 2001). At the micro level, severa models have described the individual choice to become
an entrepreneur instead of being an employee by partitioning the workforce into two ideal
categories, respectively shaped by entrepreneurs and wage-earners, or, in other terms, employers
and employees. In his semina paper, Lucas (1978) traces the roots of this division to the

distribution of individual characteristics. each member of the workforce is erdowed with a specific



entrepreneuria talent which varies across individuals. Kanbur (1979) stresses also the importance
of risk aversion, while Kihlstrom and Laffont (1979) add to these factors also the possibility to gain
access to the capital required to start the firm, although focusing on risk aversion as the main root of
entrepreneurship.

This literature basically founds the “entrepreneurial choice” on the critical economic role of the
entrepreneur as a risk-bearer. This view dates back to Cantillon (L755) who characterized the
economy as consisting of two classes of inhabitants (aside from the Prince and Landowners): “hired
people” on fixed wages, and “undertakers’ who purchase inputs (including labour) at fixed prices
without assurance of profits.

However, the contemporary empirical literature has consistently proved that entrepreneurs risk
profiles are quite indistinguishable from those of wage earners. When there are differences in risk
propensity, they can be mostly attributed to the fact that entrepreneurs exhibit greater risk aversion
than wage earners (Brockhaus, 1982, Masters and Meler, 1988, Sarasvathy, Simon and Lave, 1998,
Miner and Raju, 2004). For example, Cramer, Hartog, Jonker, and van Praag (2002) compare
individuals valuations for a lottery ticket and find that subjects who had ever been self-employed
exhibited lower risk tolerance than wage earners even after controlling for wealth effects: the self-
employed tend to have greater wealth and therefore bear less relative risk than wage earners.
According to Van Praag and Cramer (2001), whether a member of the labour force becomes an
entrepreneur or an employee depends on the associated utilities. These in turn depend on ability and
on the individua attitude towards risk. The authors add arelevant hint to the previous debate on
workers choices stressing the importance of uncertainty regarding the entrepreneurial talent:
“When choosing occupations, individuals are not certain of their entrepreneurial talent: they chose
the occupation that renders the highest expected utility’. More specifically, the individuals
perception of their own ability relies upon a series of individual characteristics, like education,
gender and family background. Following Kanbur (1979), such characteristics are nodelled as an
unique variable generically representing entrepreneurs’ human capital.

The point of departure of this research work is the acknowledgement of the multidimensionality of
human capital, and the emerging need to carry out a more in depth analysis of the influence that its
various dimensions exert on the choice to become an entrepreneur or to undertake other different
careers. My purpose is to provide a contribution to the identification of the particular configuration
of workers' human capital which fosters the probability to start up a successful enterprise.

This paper attempts to constitute a first step for the improvement of our understanding by means of

a preliminary, exploratory, analysis on the Italian data. The main am is to assess the workers



choice to become an employer or an employee through the lenses given by human capital personal

endowments, as represented by the degree and orientation of worker’ s education.

3. The educational qualification of Italian workers

As a first step in the description of the Italian workforce's human capital endowments, we have
observed the educational qualification attained by different types of workers, drawing on four
waves (1995, 1998, 2002, and 2004) of the SHIW™. In this section, Bank of Italy’s micro data have
been treated in order to compute the percentage composition of each workforce's category in terms
of 8 levels of educational skills, ranging from the absence of qualification to postgraduate studies.
Percentage values are reported in table 1.

Table 1. Educational qualification of different types of workers in 2004 (percentage values)
Educational 3 % %
alificati S 5
qualri on . _8 ? 8 g B 8 % %
E & o %‘ < % 5 -§ §
o g | = 2| @ 5 T | 5&
work 5 |82| 2 |cg| 2| 8 | 8 | B3| B
status 2 o | S | &8 | = < & | ez B
Factory worker 1,12 13,89| 5384 11,01 19,06 0,22 0,82 0,04| 100,00
White-collar worker 0,04 156| 18,65 8,19| 58,74 2,00| 1064 0,18| 100,00
School teacher 0,00 0,00 0,68 1,36| 42,27 227| 5318 0,23| 100,00
Junior manager/Cadre 0,00 0,00 6,69 3,34| 5552 201| 31,44 1,00/ 100,00
Manager, senior official,
principal, headmaster,
university teacher, magistrate 0,00 0,00 1,48 1,48| 28,89 0,74| 62,96 4,44| 100,00
Member of the arts or
professions 0,00 0,32 6,39 351| 3578 224| 4952 2,24| 100,00
Sole proprietor 0,68 6,85| 28,08 890| 41,78 205| 11,64 0,00| 100,00
Free-lance 0,00| 1549| 46,97 842| 26,77 0,84 1,52 0,00 100,00
Owner or member of afamily
business 043| 1948 39,83 996| 2554 043 4,33 0,00| 100,00
Active shareholder, partner 0,00 429| 3643 6,43| 4571 0,71 6,43 0,00 100,00
First-job seeker 0,16 376| 3421 475| 36,66 1,80 18,49 0,16 100,00
Unemployed 216| 19,05| 4827 844| 1883 0,22 3,03 0,00| 100,00
Homemaker 646| 3626| 36,37 442| 14,46 0,27 1,77 0,00 100,00
Well-off 526| 26,32 15,79| 1053| 31,58 5,26 5,26 0,00| 100,00
Job pensioner 10,60| 46,93 20,18 452| 12,90 0,33 4,47 0,07| 100,00
Non-job pensioner (disability,
survivors, social pension) 2569| 54,30| 15,06 1,15 3,37 0,00 0,44 0,00/ 100,00
Student (from primary school
up) 23,32| 1975| 31,80 091 21,9 0,45 1,82 0,06 100,00
Conscripted soldier 0,00 526| 31,58 1579| 42,11 5,26 0,00 0,00| 100,00
Contingent worker (Co-co-co) 000| 693 198)]| 891| 3861| 198 2376 000| 100,00
Source: author’s elaboration on Bank of Italy’s (2006) data

! See Banca d Italia (1997, 2000, 2004, 2006), cited in bibliography .



According to the 2004 wave of the survey, the category registering the highest educational
gualifications is those of high-level employees composed by managers, senior officials, principals,
headmasters, university teachers, and magistrates. 62.6% of such workers are graduates. This figure
is partly predictable due to the mandatory nature of tertiary studies for taking up certain
professional careers, like those of magistrates and university teachers. This composite category also
exhibits the highest percentage of workers holding a postgraduate qualification (4.44%).

The percentage of workers with a bachelor’'s degree falls to 53.18% for school teachers and to
49.52% for members of the arts and professions. Behind these three leading categories, we find a
surprisingly relevant gap. More in depth, two interesting facts emerge. Firstly, the graduation rate of
entrepreneurs is particularly low. Only 11.64% of sole proprietors have completed university
studies. This percentage is even lower for active shareholders and partners in enterprises (6.43%)
and for owners or members of family businesses (4.33%). On the contrary, the share of precarious
and disadvantaged workers holding a bachelor’s degree exhibits a relatively high level: 23.76% of
contingent workers (the so-called co-co-co, collaboratori continuati e coordinati) are graduates, as
well as 18.49% of first-job seekers. The situation in 2004 is represented in figure 1, where
percentages have been standardized for comparison purposes. Values for entrepreneurs are almost
the same as for white and blue-collar workers, pensioners, unemployed and homemakers. The
category of “high-level employees’ refers to the composite set of managers, senior officials,
principals, headmasters, university teachers and magistrates.

Figure 1. Percentage of different types of workers holding aBa
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The observation of dynamic trends for these categories graduation rates in the last two years
provides a quite more comforting scenario. The percentage of sole proprietors holding a bachelor’s
degree fas increased of more than 5 points from 2002 to 2004 (from 6.4 to 11.64%), and slight
increases have been registered aso for active shareholders and owner or members of family
businesses. On the other side, since the 2002 wave of the survey, the percentage of graduate
contingent workers has registered a slight decrease (from 25% to 23.76%), while graduates among
first-job seekers have raised from 13.78% in 2002 to 18.49% in 2004. Interestingly, the percentage
of professionals holding a bachelor's degree has significantly raised from 42.11% in 2002 to
49.52% in 2004. The last decade’ s dynamic trends of graduation ratesfor 4 representative workers
categories are reported in figure 2, highlighting the significant distance sorting high level

employees from employers.

Figure 2. Percentage of graduates among 4 categories of workers
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In order to have an overall view, we have grouped similar categories of workers and compared their
composition in terms of educational qualification’s levels. Aggregation criteria are described in
table 2 and are adopted in all the other comparisons carried out in the rest of the paper.

Even if, from a legal point of view, contingent workers (o-co-cos) have to be considered as a
particular category of self-employed workers, they have been included in the “employees’ category,
since everyday life experience widely shows that, in most cases, such workers are temporary

employees at the lowest level of their professional career.



Table 2. Aggregated categories of workers

Factory workers, White-collar workers, School teachers, Junior managers and cadres,
Employees Manager, senior officials, principals, headmasters, university teachers, magistrates,
contingent workers.

Sdf-employed Members of the arts and professions, free-lance.

Sole proprietors, Active shareholders and partners, owner or members of family

Employers businesses.

First-job seekers, Unemployed, Homemakers, Well-off, Job pensioners, Non-job
Not employed pensioner (disability, survivors', social pension), Students (from primary school up),
Conscripted soldiers

The main evidernce emerging from trends represented in figure 3 is the particularly low level of
educational qualification exhibited by employers, specially in respect to employees and self-
employed workers. Moreover, employers seem to be unable to improve their skills over time, since
trends (see thered lines in each graph) are almost al stagnating. Secondary professional diplomais
the only kind of educational qualification exhibiting a significantly positive trend among
entrepreneurs from 1995 to 2004. Interestingly, the trend representing the percentage of employers
not overcoming compulsory studies is stagnating too. This fact is particularly worrying, specialy if
we take into account the extremely high percentages of entrepreneurs holding just a middie school
degree (28.08% for sole proprietors, 39.83 for owner or members of family businesses, and 36.43
for active shareholders or partners in 2004). In other terms, Italian entrepreneurs seem not to be able
to enrich their personal human capital. All graphs show the disadvantaged condition of the “not
employed” category. However, respective trends are decisively influenced by pensioners and
homemakers. If we substitute this category with the narrower one composed by first-job seekers,
generally including a high percentage of young people, the employers category exhibits the worst
performance in each graph.

The observation of 1995-2004 trends related to each category shows that employees have registered
a decrease in professional secondary studies and short-course university degrees, and a dlight
increase in post-graduate studies, while the percentage of people holding a bachelor’s degree has
remained quite constant and relatively high. Self-employed workers have registered significant
decreases both in post-graduate studies and short-course university degrees, partialy

counterbalanced by a dlight increase in the percentage of graduates.



Figure 3a. Post-graduate studies Figure 3b. Bachelor's degree
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The figure for employers is completely different. There is a significant increase in secondary, post-
compulsory schooling, as represented by high school and professional diploma attainments. On the
contrary, the percentage of entrepreneurs holding tertiary educational qualifications is particularly
low and stagnant (exception made for a peak in associate’ s degrees that has been registered in the
1998 wave of the survey). The blue line representing the percentage of people holding a middle

school license or less constantly lies over those ones representing tertiary studies.



Figure 4a. Employees Figure 4b. Self-employed
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The educational qualification of entrepreneurs certainly deserves a more in depth reflection. This

category presents the lowest rate of workers completing university and postgraduate studies (about
11.64% for sole proprietors 6.43% for active shareholders and partners, and about 4.33% for owner

or members of family businesses). Moreover, the attainment of most entrepreneurs is limited to the
completion of compulsory education, since respectively 59.64% and 35.62% of owners or members

of family businesses and of sole proprietors hold just an elementary or middle school degree. These

facts are synthesized in figures 5a, 5b and 5c, where qualifications have been groyoed into three

main categories as reported in table 3.

Table 3. Aggregated categories of educational qualifications
Compulsory None, Elementary school, Middle school
(or less)
Secondary Professional secondary school diploma, High school
. Associate’s degree or other short-course university degree, Bachelor's degree, Post-
Tertiary .
graduatestudies

10



Figure 5a Sole proprietor, 2004 Figure 6a. Sole proprietors
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Dynamic trends show an increase in the percentage of entrepreneurs attaining a secondary
professional diploma from 1995 to 2002, from 3.33% to 7.26% for sole proprietors, from 5.07% to
11.07% for owners or members of family businesses, and from 5.68% to 7.33% for active
shareholders and partners. This trend is followed by a new decline in 2004 for the latter two
categories, which is only partially compensated by the continuous and significant increase in the
percentage of active shareholders holding a high school degree (from 1.53% in 1995 to 44.67% in
2002 and 45.71% in 2004). Bachelor’s degree remains the less favourite educational qualification

11



for al of the three types of entrepreneurs. Interestingly, after a peak in 1998, short-course university
degrees have constantly declined in the employers’ preferences. Such trends are presented in figures

6a, 6b and 6¢, where percentage values have been standardized.

4. Thebachelor’s degree of graduate workers

This section offers a closer glance at the composition of tertiary studies carried out by Italian
workers. Four waves of the Bank of Italy’s micro data (1995, 1998, 2002, and 2004) have been
transformed in order to compute the percentage distribution of each kind of degree for every
category of graduate workers. This is meant just as an exploratory analysis, in that, in certain
categories, the amount of graduates is too low to alow us to hazard any interpretation of data.

Percentage values are presented in table 4.

Table 4. The bachelor’ s degree of graduate workers in 2004

e} >
Bachdor's| & 52| _ %
Degree| 8 = = o| E| 9
Tyl 2gl 82| 8| Eo| B | &8
Work 283885 £|fg| e8| 5% =4 S
status 88| 508 R | c2| 8% _5; z| £8 g o
S8 <8 =< ol <5 dw| & | < a 5 [t
Blu-collar 3,45 6,90 345| 10,34 345 17,24 3,45 3,45 34,48| 13,79 100
Office worker 13,19 3,82 799 11,11 2,78 | 16,67 9,03 6,25 11,11| 18,06 100
School teacher 14,29 0,82 0,41 4,08 2,86 2,45 2,45 2,86| 57,14| 12,65 100
Junior manager, cadre 11,65 1,94| 1553 16,50 485| 12,62 777 17,48 7,77 3,88 100

Manager, senior officid,
magistrate, university teacher 8,70 543( 25,00| 1522 7,61| 11,96 4,35| 1087 4,35 6,52 100

Members of the arts and

professions 1,78 414 18,34| 12,43| 10,65| 11,24| 355| 1953| 7,10( 11,24 100
Sole proprietor 10,00\ 5,00| 5,00( 10,00 1500| 20,00/ O0,00| 10,00/ 0,00 25,00 100
Free-lance 0,00 0,00| 714 0,00 724 3571 714 7,14| 1429| 21,43 100
Owner or member of family

business 36,36 0,00f 0,00| 27,27 0,00 0,00| 27,27 9,09| 0,00 0,00 100
Active shareholder, partner 10,00| 0,00 20,00 0,00( 10,00 30,00/ 0,00/ 10,00 0,00( 10,00 100
First-job seeker 11,20| 1,60| 4,00| 480 320| 11,20| 1040| 22,40| 12,80 18,40 100
Unemployed 20,00 0,00 000| 1333| 6,67 1333 0,00 1333 6,67| 26,67 100
Homemaker 11,32 0,00 5,66 3,77 566| 1321 5,66| 1509 33,96 5,66 100
Job pensioner 8,65 2,88 7,69 721 0,96 9,13( 5,29| 10,10 37,50| 10,58 100
Non job pensioner 40,00 000| 000] O000| 0,00| 0,00 000 2000| 4000| 0,00 100
Student 10,39| 2,60| 11,69 1558 1,30| 11,69| 1,30| 1558| 1558 14,29 100
Contingent worker 1154 1154| 7,69 0,00 3,85| 11,54 11,54 3,85| 15,38| 23,08 100

Source: my elaboration on Bank of Italy’s (2006) data

Interesting facts emerging from data are as follows: among junior managers and cadres, most

popular degrees are in law (17.48%), engineering (16.50), medicine or dentistry (15.53), and
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economics or statistics (12.62%). High-level employees exhibit a smilar composition, with a
prevalence by degrees in medicine or dentistry (25%), engineering (15.22%), and economics or
statistics (11.96%). As expected, the three most popular courses of studies among professionals are
medicine or dentistry (18.34%), law (19.53%), and engineering (12.43%). Any consideration on
graduate entrepreneurs must be handled with a certain caution, since their number is particularly
low (just 20 cases among sole proprietors, and 11 and 10 respectively for owners or members of
family businesses and active shareholders and partners), and percentage values may not be
representative. Most sole proprietors degrees belong to the “other studies’ category (25%). Other
popular degrees are those in economics or statistics (20%), and architecture and urban planning
(15%). Graduate owners or members of family businesses are amost all partitioned into three main
categories. mathematicians and natural scientists (36.36%), engineers (27.27%), political scientists
and sociologists (27.27%). Most popular degrees among active shareholders and partners are
economics or statistics (30%), and medicine or dentistry (20%).

Figure 7 present dynamic trends from 1995 to 2004. In respect to previous figures, the “not-
employed” category has been replaced by the “unemployed” category, shaped by first-job seekers
and unemployed. Degrees are grouped as reported in table 5.

Table 5. Bachelor’s degrees categories

Label Degrees Label Degrees

SCi Mathematics and Sciences Arch Architecture and Urban planning
Agr Agricultural Sciences Eco Economics or Statistics

Med Medicine or dentistry Pol-Soc | Political Sciences or Sociology
Eng Engineering Arts Arts, Philosophy and Languages

The most notable trends are as follows. degrees in economics and statistics exhibit an ncrease
among self-employed workers. Entrepreneurs register a constant decline in the percentage of
degrees in agricultural sciences, political sciences and sociology on the one side, and a constant
increase in the percentage of people of undertaking tertiary studies in economics and statistics,
architecture and urban planning, medicine and dentistry on the other side. In the period between the
last two waves of the SHIW, there is aso a sudden increase of the percentage of engineers among
graduate entrepreneurs. Another interesting trend is the fall of engineering studies for employees,
accompanied by a concurrent rise in the percentage of employees holding a degree in agricultural
sciences and in political sciences and sociology. Law, mathematics and natural sciences register an

unenviable primacy among unemployed and first-job seekers, and this negative figure is confirmed
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by the analysis of the percentage distribution of job opportunities for every kind of bachelor’'s

degree presented in section 6.

Figure 7a. Employees Figure 7b. Self-employed
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Figure 7c. Employers Figure 7d. Unemployed
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A closer glance at employers seems not to be able to shed more light on this category educational
choices, probably due to the scarce representativeness of the set of graduate entrepreneurs included
in the Bank of Itay’'s sample. In 2004, sole proprietors most appreciated degrees were in
economics or statistics (20%) and architecture and urban planning (15%). The share of graduatesin
these subjects also shows a constant increase from 1995 to 2004. A clearly negative trend
characterizes studies in agricultural sciences. Most owners or members of family businesses are
graduates in mathematics and natural sciences (37%), even if this percentage has constantly
declined from 1995 over time. On the contrary, degrees in politica sciences, sociology and
engineering exhibit a significant positive trend, respectively from 0% and 8.33% in 1995 to 27.27%
for both in 2004. In 2004, most graduate active shareholders and partners held a degree in
economics or statistics @3%) or in medicine or dentistry (29%). Trends for these two kinds of
degrees are constantly positive from 1995 to 2004. On the contrary, the percentage of active
shareholders and partners holding a degree in engineering has constantly fallen over time, until
reaching 0% in 2004.
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Figure 8a. Sole proprietors, 2004

Figure 8b. 1995-2004
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5. Educational qualification and workers careers

An exploratory analysis of the distribution of job opportunities among the different degrees of
qualification provides further information on the role played by educationin shaping professional
careers. In this section Bank of Italy’s micro data have been treated in order to compute, for every
degree of educational qualification, the percentage of people belonging to each professional

category, in order to provide some hints on the possible influence of educational qualification on
workers professional choices. The main fact emerging from data is that, in 2004, only 2.71% of
graduates were employers;, more in particular, 1.28% were sole proprietors, 0.75% were owners or
members of family businesses, and 0.68% were active shareholders or partners. Percentage values
for 2004 are reported in table 6.

Table 6. Professional choice of workers holding different qualifications in 2004.

Educational § o

ualification o 5 5

i E | 5 Eg | B8 |2 |33
wor e |82 | 8 (852 & | 3L | 2R Bs

< — =

oK S |25 | = |26 2 | %2 | 3F |82
Factory worker 117| 758| 2456| 2841| 10,77| 438| 166| 357
White collar worker 004| o071 716| 17,78 27,92| 3285 1800 14,29
School teacher 000 o000 005| o058 393 730 1762 357
Junior manager/Cacre 000 o000 034 o097 351| 438 708 1071

Manager, senior official, principal,
headmaster, university teacher, magistrate 0,00 0,00 0,03 0,19 0,83 0,73 6,40| 21,43

Member of the arts or professions
0,00 0,02 0,34 1,06 2,37 511| 11,67 25,00

Sole proprietor 004| 020 o070 126| 129| 219 128 0,00
Free-lance 000| 188 477 483 336| 365 068 0,00
Owner or member of afamily business

0,04 0,92 157 2,22 1,25 0,73 0,75 0,00

Active shareholder, partner 000| o012| os7| o087 13| 073 o068 000
First-job seeker 004| 047| 357 280 474 803 851 357
Unemployed 039 180| 381 377 184 o073] 105 o000
Homemaker 652| 1926| 1616| 1111 795 511 346] 000
Well-off 004] 010] 005] 019] 013] 073] 008 000
Job pensioner 1759 4094 1472 1865 11,66 1022| 1438] 1071

Non-job pensioner
11,26| 12,52 2,90 1,26 0,80 0,00 0,38 0,00

Student (from primary school up) 2090 1331| 17,94 29| 1530 1095 452 714
Conscripted soldier 0,00/ 002 o020 029 017| 073 000 0,00

Contingent worker (Co-co-co)
0,00 0,14 0,34 0,87 0,83 1,46 1,81 0,00

Source: my elaboration on Bank of Italy’s (2006) data

16



The educational qualification exhibiting the greatest share of employers is the professional
secondary school diploma (4.35%), in turn partitioned into owners or members of family businesses
(2.22%), sole proprietors (1.26%), and active shareholders and partners (0.87%). In 2004, most of
Italian graduates were employed as white-collar workers (18%), school teachers (17.62%) and
members of the arts or professions (11.67%), while 14.38% were job pensioners. A quarter of
people holding a postgraduate qualification were professionals, probably due to the fact that some
kind of tertiary specialization is generally required to become a member of the arts or professions. It
is noteworthy that workers holding a postgraduate qualification never chose to undertake an
entrepreneuria career. The distribution of Italian graduates is represented in figure 11, where values

have been standardized.

Figure 11. Professional choices of graduates, 2004
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Dynamic trends of employers are not particularly comforting, since the share of graduates choosing
to undertake an entrepreneuria activity has risen only of 0.66 percentage points since 1995 to date.
The percentage of employees among graduate workers has registered a slight decline, from 55.2%
in 1995 to 52.57% in 2004, while percentages regarding self-employed and unemployed workers
have remained almost the same. Such trends are described in detail in figures 12 and 13, where
workers categories have been aggregated according to criteria reported in table 2, exception made
for “unemployed workers’, which now include only first-job seekers and unemployed, thereby

excluding students, homemakers well-off and pensioners. Values in the right side graphs have been
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standardized for comparison purposes. The red line of employers lies above the other ones in graphs
representing the job opportunities of workers holding a middle school degree or a secondary
diploma (professional or high school). From 1995 to 2004, the entrepreneuria career constantly

remains the less favourite option for graduate workers.

Figure 12a. Middle school 2004 Figure 13a. 1995-2004
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Figure 12d. Short degree 2004 Figure 13d. 1995-2004
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On the other side, self-employment seems to be the first choice for workers holding higher levels of
educational qualification. The share of graduates undertaking a career as members of the arts or
professions has exhibited a significant increase from 1995 to 2004, as the pink line in figure 13e
shows. It is noteworthy that figure 12f (on the percentage composition of workers holding a

postgraduate qualification) completely misses employers. In figures 12, percentages are dlightly

19



different from those reported in table 6 because several categories (such as pensioners, students, and
conscripts) have been neglected to the seek of brevity.

6. The professional choices of graduates

In this section Bank of Italy’s micro data have been treated in order to compute the percentage
distribution of job opportunities for every kind of bachelor’s degree. Such elaboration may help in
improving our understanding on the role played by tertiary studies in shaping workers careers.
Particular attention will be paid to engineers and economists, in that these two categories of
graduates generally play a significant role in the technological and organizational innovation of
firms. Globalization and technological change reduce the importance of economies of scale in many
activities, thereby increasing the potential contribution of small and medium enterprises (SMES) to
growth and local development, but also raise definite crisis factors for such firms, which now have
to compete in a widely deregulated global market requiring an improved ability to acquire
information and promote rapid technical and organizational changes. In 2004, more than half of
Italian engineers (54.29%) were employees, mostly belonging to the lowest categories, like not-
directive white collar workers (22.86%) and junior managers or cadres (12.14%). 15% of engineers
were members of the arts or professions, while only 4.29% where employers, with a prevalence of
owners or members of family businesses (2.14%) over sole proprietors (1.43%) and active
shareholders and partners (0.71%). The share of unemployed and first-job seekers was significantly
low (6.71%), specidly if compared with those affecting other kinds of graduates, ranging from
3.70% for medicine or dentistry (the lowest level) to 10.76% affecting graduates in mathematics
and sciences, 15.12% for graduates in political sciences and sociology and 18.18% for workers
holding a degree in law (the highest level). The figure for graduates in economics or statistics was
similar to those described above for engineers, exception made for a higher level of unemployment
(9.47%) counterbalancing the lower share of economists and statisticians working as employees
(50.89%). In 2004 the entrepreneurial career was particularly popular among workers holding a
degree in architecture or urban planning (6.35%) and mathematics or sciences (4.43%). Bachelor’s
degrees registering the higher share of employees are those in mathematics and sciences (61.39%),
mostly due to the relevant number of school teachers (22.15%), immediately followed by degreesin
arts, philosophy and languages (58.41%, with a 41.30% of school teachers), and agricultural
sciences (58.14). Political sciences and sociology register the highest level of not executive office
workers (30.23%). On the other side, degrees exhibiting the higher shares of self-employed workers
were architecture and urban planning (30.16%), medicine or dentistry (23.70%), and law (20.61%).
Percentage values for 2004 are presented in table 7.
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Table 7. Professional choices of graduates, 2004

Bachdor's| 8 8 ® 5 o|8 ° =
50| = S |5 8

Degee £ 5| 2 2 glEs2| £a| .8& 58

8| gl 53| B|EEE| fg| 8 o g
£ .98 =2 _ESC c B 65_9 GO B o
Work Ze| 53| Z§% 2le2&8| 87| o3 gl€z&| &
Satus =8 <8 = W|l<osa| U®B ol Jl<& 3 o)
Blu-collar 063 465 o074 214[ 159 296 116/ o061] 295 205
Office worker 2405| 2558 17,04| 2286 1270| 2840 3023| 1091| 944| 2667
School teacher 2215 465 074 714 1111] 355 698 424| 41,30 159
Junior manager, cadre 759| 465 1185 1214| 794| 769] 930| 1091| 236| 205

Manager, senior official,
magistrate, university teacher 506| 11,63| 17,04 1000| 11,11| 651| 4,65| 606| 1,18| 3,08

Members of the arts and

professions 1,90 1628| 2296| 1500 2857| 1124 698 2000 354 9,74
Sole proprietor 1,27 2,33 0,74 1,43| 4,76 2,37 1,21 0,00| 256
Free-lance 0,00/ 000 074 0,00 1,59 2,96 1,16 0,61 059| 154
Owner or member of family

business 2,53 0,00 000 214 000 000 349 0,61 0,00 0,00
Active sharehol der, partner 063 000 148 o071] 159 178| o000| o061 000 o051
First-job seeker 8,86 4,65 370 4,29 6,35 828 1512| 16,97 4,72| 11,79
Unemployed 1,90 0,00 0,00 1,43 1,59 1,18 0,00 1,21 0,29 2,05
Homemaker 380| 000 222 143 476| 414 349 485 531 154
Job pensioner 11,39 1395 11,85 10,71 317| 1124| 12,79 12,73| 2301| 11,28
Non job pensioner 1,27 0,00 0,00 0,00 0,00 0,00 0,00 0,61 0,59 0,00
Student 506| 465| 6,67 8,57 1,59 5,33 1,16 7,27 354| 564
Conscript 000/ 000 000 000 000 000 000 000 000 051
Contingent worker 1,9]| 6,98 1,48| 0,00 1,59 1,78 349 0,61 1,18/ 3,08
Total 100,00| 100,00( 100,00| 100,00 100,00/ 100,00/ 100,00/ 100,00 100,00| 100,00

Source: my elaboration on Bank of Italy’s (2006) data

A quick glance at trends registered in the last decade shows that the share of engineers choosing to
undertake an entrepreneurial career has raised from 2.56% in 1995 to the aready cited 4.29% in
2004, as well as the percentage regarding economists and statisticians (from 1.39% in 1995 to a
quite more comforting 4.14% in 2004). Overall, the share of employees has declined from 60.68%
in 1995 to 54.29% in 2004 for engineers, and from 52.08% to 50.89% for economists ard
statisticians. The share of self-employed engineers has dightly declined from 16.67% in 1995 to
15% in 2004, while such decline has been particularly significant for economists, whose self-
employed share has fallen from 33.33% in 1995 to 14.20% in 2004, due to the strong fall of free
lance workers (from 22.22% to 2.96%).

Figures 14 and 15, presenting the distribution of job opportunities respectively among graduates in

engineering and economics or statistics, alow us to point out that certain categories of employers
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exhibit a relatively high share of graduates in engineering (this is the case for owner or members of

family businesses) and in economics or statistics (active shareholders or partners).

Figure 15. Engineering 2004
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Figure 16. Economics or statistics, 2004
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Figures 17 and 18 respectively show the partition of graduates in engineering and economics into
the 4 macro-categories described in table 2 (exception made for the not employed category, now
including only first-job seekers and unemployed workers) and dynamic trends registered during the

last decade. In right-side graphs values have been standardized to the purposes of comparison.
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Percentages represented in the left-side graphs have been computed as the share of considered
categories in respect to the active labour force (thereby excluding several categories of not

employed workers).

Figure 17a. Engineering 2004 Figure 18a. 1995-2004
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Figure 17b. Economics 2004 Figure 18.b. 1995-2004
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Figure 17c. Mathematics and sciences 2004 Figure 18c. 1995-2004
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Figure 17d. AgriSciences 2004

Figure 18.d 1995-2004
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Figure 17h. Law 2004 Figure 18h. 1995-2004
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The main facts highlighted by dynamic trends are the slight decline in the share of engineers
working as employers from 1995 to 2002 - counterbalanced by a sudden rise from 2002 to 2004 - a
congtant increase in the entrepreneurial choice of economists and statisticians from 1998 to 2004,
the constant increase of not employed mathematicians and natural scientists over time — nurtured
both by the high level of youth unemployment and by the significant amount of retired school
teachers - the dight increase of the share of employers among people holding a degree in
architecture or urban planning, and the high level of unemployment or exclusion by the active

labour force suffered by workers holding a degree in arts, philosophy and languages.

7. Concluding remarks and guidelines for further researchers

Overal, the exploratory anaysis carried out in this paper reveds that Italian employers are
particularly poor in terms of human capital endowments, as measured by the level of educationa
qualification. The empirical evidence not only shows that the educational level exhibited by
employers is surprisingly low, but also highlights the widespread tendency of workers holding
higher levels of educational qualification not to be involved in an entrepreneurial activity. In other

terms, workers choosing to take up a career as entrepreneurs seem not to be worried about the need
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to enrich their human capital by attaining higher levels of education, and workers holding higher
levels of educational qualification — such as a short course university degree, a bachelor’s degree or
a postgraduate qualification — prefer to undertake a career as members of the arts or professions or
as high-level employees. The dlocation of the “human capital” created by education is thus strongly
upset towards subordinate employment and, to a lesser extent, towards self-employment.

In Italy, there is a gap dividing the employers’ educational qualification, on the one side, and
employees and self-employed workers studies. For a long time, individual entrepreneurs and
owners of family businesses have played aleading role in the Italian model of development, largely
based on the dynamism of SMEs. Historically, the skills possessed by these agents were relational
in nature and largely related to environmental factors like the existence of social networks, as the
extensive literature on the industrial districts has widely shown. Today, Italian SMEs are
notoriously experiencing a moment of structural crisis. The empirical evidence in this paper
suggests that, given the deterioration of the favourable entrepreneurial climate caused by
globalization dynamics, entrepreneurs do not hold the human capital endowments necessary to
overcome the crisis. Dynamic trends draw an even more critical scenario, since the educational
qualification of entrepreneurs have not registered significant changes (both from a quantitative and
qualitative point of view) in the last decade: not only employers show to hold quite inadequate
educational qualifications, but they also seem to be unable to improve their skills over time, in order
to carry out an appropriate reaction to changing environmental conditions.

Other interesting insights can be provided by the distribution of each kind of bachelor’s degree for
every workers category and by the distribution of job opportunities for every kind of bachelor’'s
degree. Such analyses allow us to focus on two key figures for strengthening the competitiveness of
Italian enterprises, engineers and economists, who may play a significant role in the technological
and organizational innovation of firms: as globalisation and technological change reduce the
importance of economies of scale in many activities, the potential contribution of SMEs to local
development is enhanced; however, such dynamics also raise definite crisis factors for firms, which
now have to compete in widely deregulated global markets requiring an improved ability to acquire
information and promote rapid technical and organizational changes. In Italy, engineers and
economists generally prefer to undertake a career as high-level employees (i.e. managers, senior
officials, principals, headmaster, university teachers and magistrates) and, to a lesser extent, as
members of the arts or professions. Dynamic trends are not particularly comforting, in that the share
of these two kinds of graduates choosing to take up a career as entrepreneurs has not been subject to
significant changes during the last decade, when globalisation dynamics have become stronger and

stronger. In other terms, SHIW data do not point out any sign of positive reaction of Italian
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employersagainst the worrying crisis of the Italian model of development, largely based on the role
of SMEs.

Future researches must deepen the exploratory analysis carried out in this paper by addressing
through a confirmatory approach the causal nexus connecting workers human capital and their
professional choices, with a narrower focus on the characteristics, causes and consequences of the
so-caled entrepreneurial human capital. This could be the first step of a larger research line
bringing to the elaboration of a new generation of “indirect” industrial policies, with the objective to
strengthen Italy’s system competitiveness by fostering Italian employers’ endowments of human

capital.
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