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Abstract

Purpose: The purpose of this article is to position self-employment within an entrepreneurship 
paradigm. The authors create a structured approach to the existing concepts and definitions of 
entrepreneurship and self-employment, as well as interrelations between them. The text proposes 
a framework to analyze these two phenomena by establishing their categorization. 
Methodology: An in-depth critical review of selected literature of the classical and contemporary 
entrepreneurship theories and definitions in the context of self-employment.
Findings: The main results of the study show major discrepancies between existing definitions and 
approaches in entrepreneurship and self-employment theories and the official EU definitions.
Practical implications: The findings offer a starting point for quantitative, methodologically sound, 
comparative studies on entrepreneurship and self-employment and their role in the contemporary 
labor market. The proposed categorization structures current terminological chaos and standard-
izes the terms and tools used in labor market statistics. 
Originality: The article comprises a set of notions related to the concept of both entrepreneurship 
and self-employment. The text positions self-employment within an entrepreneurship paradigm 
and offers new arguments in the discussion on their similarities and differences. The summary 
offers an original idea that confronts self-employment forms with selected entrepreneurship char-
acteristics. 
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Introduction

In recent years the group of self-employed has grown significantly. This trend is common 
for many countries while its interpretations differ. Many treat self-employment either 
as a form of employment or a synonym of entrepreneurship. Others perceive self-em-
ployment as a desirable form of economic development or a labor market pathology.

In the Europe 2020 strategy, the European Commission (EC) recognizes entrepreneur-
ship and self-employment as key for achieving smart, sustainable, and inclusive 
growth. EC declares that the promotion of self-employment and entrepreneurship is 
an important method of creating new jobs and enhancing labor market opportunities 
for the unemployed and other disadvantaged social groups. Similarly, the Employment 
Package adopted in 2012 recognizes the potential of self-employment and entrepreneur-
ship in contributing to a job-rich recovery (EU SWD, 2016). In the Europe 2020 strategy, 
EC treats entrepreneurship and self-employment as separate notions. Another example 
is the European Social Fund (ESF), which declares that it promotes entrepreneurship 
through financial and business support services: supporting entrepreneurs and the 
self-employed (2016). The joint EC and OECD publication entitled Missing Entrepreneurs 
(2015) focuses on entrepreneurship developments among vulnerable groups: youth, 
women, migrants, the disabled, or the elderly. Missing Entrepreneurs notes that “actions 
are needed to increase awareness of opportunities for entrepreneurship and self-em-
ployment, to simplify regulations and to ease the transition from welfare to business 
ownership.” OECD paper from 2016 remarks that in some cases “entrepreneur” means 
the self-employed who employ others. The newest OECD paper from 2017states that 
“Entrepreneurial activity appears to be recovering from the crisis,” as illustrated by 
the example “of business creation trending upwards and that the number of bank-
ruptcies has fallen.” However, as shown above, it is by far not a universal approach 
even in the European Union and OECD institutions.

A similar inconsistency and blurriness appears in several scientific papers. Numerous 
researchers consider self-employment a flexible form of employment (Henrekson, 2007; 
Millán, Congregado and Román, 2010; Congregado, Golpe nad Carmona, 2010; Shane, 
2008; Purcell 2000). On the other hand, McKeown and Phillips (2014) suggest that 
“self-employment is an escape from being employed.”

Audretsch, Aranguren and Callejón (2008) explain the increase in the number of 
self-employed by the fact that many firms substitute ordinary contract system with 
a “special” type of employment. Hence, many former regular employees become inde-
pendent legal business entities. Some authors (Cieślik, 2015) suggest that this type of 



Vol. 26, No. 2/2018 DOI: 10.7206/jmba.ce.2450-7814.230

JMBA.CE  91Self-Employment and Entrepreneurship: A Theoretical Approach 

new self-employed should not be included in the pure entrepreneurs group. One of 
the motivations of self-employment is the anticipated reduction of tax and social 
security contributions (Johansson, 2005; Szaban, 2016), sometimes called “costs optimi
zation.” In this context, the self-employment is a symptom of labor market pathology. 

Other researchers went even further by equating self-employment to the idea of pre-
carious work (Cranford et al., 2003; Hughes, 2006; Muehlberger, 2007; Kalleberg et al., 
2000; Louie et al., 2006; Vosko, 2006; Vosko and Zukewich, 2006; Wall, 2015). The 
precarious character of self-employment surfaces from the measureable characteristics 
assessment, such as fewer social benefits, high risk, long working hours, low income, 
and lack of permanency. Noteworthy, McKeown and Phillips (2014) remark focus on 
protection and rights seems strangely at odds with the independence and self-suffi-
ciency, which are the main characteristics of self-employment.

As we have seen, the two concepts of self-employment and entrepreneurship often 
appear jointly because it looks like a person who bears the risk and benefit of indepen
dence at work must have entrepreneurial skills and abilities (Guerra and Patuelli, 2016; 
Cullen, Johnson, and Parboteeah, 2014; Eckhardt and Eade, 2011; Filion, 2011, Demirgüç- 
-Kunt, Klapper and Panos, 2007; Salgado-Banda, 2005; Brown and Uljin, 2004; Douglas 
and Shepherd, 2000). In this sense, self-employment means entrepreneurship precisely 
because the self-employed run their own businesses often at their own risk. The 
self-employed also fill market niches (gaps) and usually respond to the needs of custo
mers more flexibly, quickly, and better than the large companies do.

The authors believe it is necessary to distinguish between entrepreneurship and 
self-employment if only for practical reasons; for instance, when deciding who can 
apply for financial support from the state or international organizations. It seems 
obvious that these institutions mainly consider the hard, measurable, and legal criteria, 
which means that the applicants should be the formally self-employed and not those 
who call themselves entrepreneurs.

Many elements in the concept of entrepreneurship arise from the economic, social, 
and behavioral context (Brown and Ulijn, 2004),which is why this analysis refers and 
limits itself to these three aspects of entrepreneurship and self-employment. However, 
this paper does not follow the psychological approaches, personal and demographic 
traits, or psychological motivation to become an entrepreneur. We are well aware that the 
psychology of individual entrepreneur occupies a significant place in the entrepreneur
ship literature and that it is, in fact, one of the most important elements of this pheno
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menon. All these approaches form important contextual factors of entrepreneurship 
but deserve separate research. 

This article primarily reviews books, articles, and papers about entrepreneurship and 
its most important characteristics. The authors attempt to answer the key question 
why the distinction between these two categories is important, what exactly makes 
them simultaneously similar and different, and why they are often confused with 
each other. Due to many incoherent concepts about both and their multifacetedness, 
one cannot apply “real life” cases to clarify the distinction between them. In turn, 
this makes empirical studies concerning entrepreneurship and self-employment dif-
ficult and the obtained results, generally, incomparable. The authors studied entre-
preneurship theories to find the characteristic features of entrepreneurial activity. 
Then, using part of the results of the author’s previous study (2017)3, this article 
analyzes the activities of the highly heterogeneous self-employed group. This paper 
presents the detailed results of the literature review that concerns the classification 
criteria of the different self-employed groups. The final result is an in-depth analysis 
of the characteristics of entrepreneurs versus self-employed groups. 

Entrepreneurship In Selected Theories:  
An Interdisciplinary Approach

The phenomenon of entrepreneurship fascinates researchers from various scientific 
disciplines for many years. Baumol wrote in 1968 that “the entrepreneur (...) is one of 
the most elusive characters in the cast that constitutes the subject of economic analysis”. 
Bygrave and Hofer suggested in 1991 that entrepreneurship does not have a substantial 
theoretical foundation and that the construction of the entrepreneurship theory 
encounters several obstacles. The main issue comes with the inability to agree the defi-
nition of the concept itself. Still, there are practitioners who believe that it is possible 
to perform empirical research and analyze the “real life” economy without definitions 
(descriptive approach). Others, like Bygrave and Hofer (1991) argue the exact opposite, 
that “good science has to begin with good definitions.” 

Peneder observed in 2009 the interdisciplinary nature of entrepreneurship, in which 
scholars from the fields of economics, business strategy, organizational behavior, 
sociology, and psychology approach the matter from the perspective of each of these 
scientific disciplines. Peneder remarks that both business strategists and management 

3	 Article sent for publication in 2017.
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academics concentrate on how to act entrepreneurially by applying a behavioral and 
processual perspective. On the other hand, economists primarily care about how the 
economic system works and, therefore, characterize entrepreneurship by the particular 
functions it plays in the whole system. In turn, labor economists predominantly con-
sider the occupational choice as between a salaried job and self-employment. Then, 
sociologists and scholars of organization studies analyze the entrepreneurial behavior 
symptoms, while psychologists explain how entrepreneurship relates to personal 
characteristics. 

One may thus say that entrepreneurship indeed is a phenomenon that appears in 
numerous scientific disciplines, which makes it even more complicated to reach the 
consensus that concerns both its definition and nature. The main goal of this study 
is to select the characteristics of entrepreneurship from economic, sociological and 
management theories conveyed in the literature. Consciously, and not without regret, 
the authors disregard psychological, cultural, and anthropological theories, even if 
in some cases they still consider some of their aspects. 

Cantillon was the economist who first introduced the term “entrepreneur.” Smith 
quotes Cantillon in his An Inquiry into the Nature and Causes of the Wealth of Nations 
(1776), although no classical economist reflects on entrepreneurship, as the entrepre-
neur was for them simply “the man of business” (Ricketts, 2006). However, Cantillon 
(Casson, 1990; 1991) divided working people into two groups: employees with a fixed 
income, insured against risk, and those whose income is uncertain and dependent on 
the results of their own activities. The members of the latter use the market and its 
resources “to buy cheap and sell high.” Cantillon calls the latter entrepreneurs; they 
differ from the owners of capital. Cantillon thought that the main characteristics of 
entrepreneurship are risk-bearing and search for market opportunities. Such idea also 
appears, among others, in Kahneman and Tversky (1979), Kumar et al. (2003), or Land-
strom (2010).

One finds no integrated and systematic approach to entrepreneurship in the classical 
economics represented by Adam Smith. He observed the association between entre-
preneurship, risk-taking, and creative activity, which were to be the driving forces of 
the economy that resulted from increased productivity.

Formaini (2001) presents discussions among classical economists about the person of 
the entrepreneur: “Some have claimed that Smith’s view of the “undertaker was noth-
ing more than the physiocratic entrepreneurial model in English terminology” (Elkjaer 
et al., 1991, p. 806–807). Others deny that Smith understood or used the entrepreneur 



DOI: 10.7206/jmba.ce.2450-7814.230

94  JMBA.CE

Vol. 26, No. 2/2018

Jolanta Szaban, Małgorzata Skrzek-Lubasińska

concept at all (Rothbard 1995). Regardless of this controversy, one may assume that 
Smith and other classical economists like J.S. Mill and J.B. Say distinguished entre-
preneurs into those who take risks, combine productive factors and the possibilities 
of innovation, and capitalists who provide the means for investment and possess pure 
capital. They believed that capitalists have money and entrepreneurs need money. 

Thuenen (in Blaug, 1994) defines entrepreneurial profits as profit from every economic 
activity reduced by (1) the percent of invested capital, (2) managers’ salaries, and (3) busi-
ness risk premiums. The entrepreneurial profits result from the incurrence of additional 
operational risk that no insurance company wants to insure because it is unpredictable 
(Blaug, 1994). They rather understand this risk as uncertainty.

According to Knight (1921), due to market uncertainty and the necessity to act with 
incomplete information, each entrepreneurial activity always relates to risk and per-
sonal uncertainty. This is an important distinction. Risk is a deviation from what the 
entrepreneur anticipates. Uncertainty means an unexpected and unpredictable situation, 
which one cannot insure or avoid. Knight reserves the term of “entrepreneur” for the 
appraising and uncertainty-bearing producers in already formed business organiza-
tions (Gunning, 1993). Knight also introduces the term “ultimate responsibility of the 
entrepreneur” as not separated from his ultimate control (Kirzner, 1973, p. 83).

Von Mises (1949, 1998) argues that “in any real and living economy every actor is 
always entrepreneur.” He also distinguishes capitalists, who offer capital for produc-
tion, and entrepreneurs, who decide what to produce and actually initiate production 
and marketing. But von Mises remarks that, in the real world, lenders also necessa- 
rily are entrepreneurs because each loan comes with a risk of non-repayment. In the 
face of this uncertainty, in every act of lending, there is an element of an entrepre-
neurial venture (Mises, 1949). Von Mises presents two entrepreneurial types: (1) the 
“acting man in regard to the changes occurring in the data of the market;” and (2) the 
promoter who “refers to a datum that is a general characteristic of human nature.” 
Another entrepreneurial trait according to von Mises are venturesomeness and 
a “quicker eye than a crowd.” (Mises, 1966, p. 254, 255). In Mises’s own words 
(1949/1966, p. 256) “entrepreneur is always a speculator. He deals with uncertainty 
conditions in the future. His success or failure depends on the correctness of his 
anticipation of uncertain events.”

Hayek did not develop a theory of the entrepreneur per se (Klein, 2007). He used the 
term entrepreneur in several papers, in which he simply means businessman, without 
clearly distinguishing among entrepreneurs, managers, and other business profes-
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sionals. Horvitz (2007) holds that Hayek (1949, p. 196) anticipated Kirzner because 
Hayek introduced the not only the notion of “entrepreneur” but also “discovery.”

Schumpeter distinguished two types of business-owners: contractors-performers and 
destructors. Only the latter can be regarded as entrepreneurs (Noga, 2009). They use 
a new combination of means of production through:

�� 	Introduction of a new product or service;
�� 	Application of a new method of production or sale;
�� 	Opening a new market for the products or services already known;
�� 	Reaching new sources of raw materials or semi-finished products;
�� 	Application of new organizational form within sectors (Glapiński, 2012; Filion, 

2008; McDaniel, 2005). 

Baumol (1993) follows Schumpeter’s characteristics of entrepreneurship in a very 
similar way (qtd. in Piecuch, 2010) and adding “new combination resulted from inno-
vations.” Formaini (2001) explains that: “Schumpeter was specific in arguing that the 
entrepreneur doesn’t invent things, but exploits in novel ways what has already been 
invented. In combining existing inventions, the entrepreneur triggers creative destruc-
tion and brings into being new industries even as old ones are sometimes destroyed.” 
Baumol claims that economic theories neglect entrepreneurship while, in his opinion, 
it should be the main subject of the economic analysis, as the “entrepreneurial func-
tion is a vital component in the process of growth of output and productivity” (Baumol, 
1993). Baumol distinguishes the managerial and entrepreneurial roles and stresses 
that the entrepreneur is thereby assigned a heavy responsibility for the vitality of the 
free enterprise society (1993). After studying the diversity of entrepreneurship, Baumol 
introduces the term “hybrid entrepreneurs” (1990) for those who combine dependent 
and independent jobs. He also suggests (1990) that supply of entrepreneurs varies 
among societies and entrepreneurial activities differ because of their allocation 
between productive activities like innovation and largely unproductive like rent-seek-
ing, tax avoidance, or shadow activities. Baumol argues that entrepreneurs’ funda-
mental motivation is money, and they will earn with whatever means they have, not 
always ethically.

Schumpeterians distinguish between “replicative” entrepreneurs, who form small 
businesses much like other small businesses, and “innovative” entrepreneurs, who 
upset, disorganize, and disrupt the existing way of doing things. In the light of this 
research, the authors argue that replicative businessmen are not entrepreneurs, 
although they may be self-employed.
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Considering entrepreneurial behavior, Drucker also appears as Schumpeter’s follower. 
Like his predecessor, Drucker perceives innovation, resources, and entrepreneurial 
behavior to be the keys elements of entrepreneurship (Drucker, 1985). According to 
him, not all business owners are entrepreneurs. Those who are, change or transmute 
values. Another of Drucker’s important comments is that an enterprise does not even 
have to be small or new to be entrepreneurial; it is not only confined to economic 
institutions like modern universities or hospitals, or even capitalism. Drucker agrees 
that innovations give unproductive resources new opportunities for creating prospe
rity and economic growth. He believes that entrepreneurs’ investment in innovation, 
if done properly, is not risky after all. In short, Drucker’s idea of entrepreneurship has 
three characteristics: (1) to set in motion new products and services, (2) to organize 
production process in innovative ways to make a profit, and (3) to invest capital in order 
to achieve maximum benefits. Markedly, the infusions of venture capital do not neces
sarily foster entrepreneurship. Drucker declares that entrepreneurship is not “magical” 
or “mysterious.” In his opinion, it is a discipline and, like any discipline, it can be 
learned. To this statement, Kuratko (2016) adds that “like all disciplines, entrepre-
neurship has models, processes and case studies.”

Kirzner’s theory of entrepreneurship is known as the theory of entrepreneurial alert-
ness and discovery. Kirzner concentrates on alertness as entrepreneur’s ability to 
perceive new economic opportunities that no prior economic actor has yet recognized. 
In his model, the fundamental quality of the entrepreneur is the ability to foresee 
demand for a new product that has not hitherto been manufactured. “Alertness refers 
to a sense of what might be “around the corner,” it is “the sense to notice that which 
has hitherto not been suspected of existing at all” (Kirzner, 2008). In Kirzner opinion, 
entrepreneurial alertness is more characteristic than innovation. The former feature 
also means recognizing that certain factors of production are underpriced what may 
lead the entrepreneur to use this knowledge to make a profit. In Kirzner theory, we 
find two other characteristics of entrepreneurship: “spontaneous learning” and “entre-
preneurial discovery” (Rocha, 2012; Churchill and Levis, 1983). According to Kirzner, 
alertness and learning by discovery are praxeological dimensions of entrepreneurship; 
that is, the study of those aspects of human action that one can grasp a priori. Kirzner 
also authored the term pure entrepreneur who performs the discovery function inde-
pendently from ownership and investment (Klein, 2007). Moreover, what is interesting 
is Kirzner’s observation about the relation between alertness and creativity: “creativ-
ity is much more than alertness. But the creativity that drives profit winning entre-
preneurial behavior is a creativity that embraces alertness too – alertness to present 
and future price patterns, alertness to new technological possibilities, and alertness 
to possible future patterns of demand” (Kirzner, 2008, p. 11). He describes entrepre-
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neurship as an intangible asset without a direct link between the quantity of entre-
preneurship and the amount of profit (Piecuch, 2010) To summarize, Kirzner’s theory 
proposes the following main characteristics of entrepreneurship: (1) alertness, (2) the 
ability to achieve extraordinary profits and (3) gain competitive advantage over others. 

According to Veblen (1999), the function of the entrepreneur “is held to be the coordinat-
ing of industrial processes with a view to the economics of production and heightened 
serviceability (...) He is moved by ideals of serviceability and an aspiration to make 
the way of life easier for his fellows (...) He has something of the instinct of workman-
ship.” To Veblen, entrepreneurship is the subject of evolution from the pure form as 
the leader of the industry to financial entrepreneurship as the investor of capital 
(Griffin and Karayiannis, 2002; Parker 2009). Rothbard (1962) introduced another term 
– the capitalist-entrepreneur – a person who combines the ownership of capital with 
the entrepreneurial initiative. 

M. Weber’s idea was to leave aside the religion as the major drive of entrepreneurship 
and that the right combination of discipline and an adventurous free-spirit define the 
successful entrepreneur. The main entrepreneurial features according to Weber (1985) 
are: (1) the spirit of capitalism, (2) Protestant ethic, (3) adventurous spirit, and (4) the 
inducement of profit. 

Leibenstein (1968) considers entrepreneurs to be gap-fillers, and he distinguishes 
routine entrepreneurship in well-defined markets and N-entrepreneurship. Leibenstein 
proposes the following characteristics of entrepreneurship: (1) recognition of market 
trends and gaps, (2) search for market niches, failures, and deficiencies, (3) introduction 
of profitable business to fill market gaps. Leibenstein (Casson 2003) regards entrepre-
neurship as a creative response to x-efficiency; a competitive threat to an inefficient 
organization.

The above overview of entrepreneurial theories and ideas concentrated on the distin-
guishing facets of entrepreneurship. In Table 1, the authors compare these entrepre-
neurial concepts and definitions with the forms of self-employment.

Definitions of Entrepreneurship and Entrepreneur: Literature Review 

There exists considerable confusion in the way people use the term “entrepreneurship” 
(Ahmad and Seymour, 2008; Glinka and Gudkowa, 2011; Starnawska, 2011; Chmielecki 
and Sułkowski, 2016) as there is no single universally-agreed definition of entrepre-
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neurship (Davidsson, 2005; Gartner, 1988). Even OECD contributes to the confusion 
because each of its studies about this phenomenon presents a different definition 
(Ahmad and Seymour, 2008). Relevant literature abounds with competing definitions 
of entrepreneurship: “which differ along a number of dimensions, i.e. whether entre-
preneurship should be defined in terms of dispositions, behavior, or outcomes; whether 
it belongs in the economic-commercial domain or can also be exercised in not-for-profit 
contexts; whether it belongs only in small and/or owner-managed firms or in any 
organizational context, and whether purpose, growth, risk, innovation or success are 
necessary criteria for something to qualify as entrepreneurship” (Davidsson, 2003). 
Moreover, several reviews of entrepreneurship definitions appeared in the existing 
literature (e.g. Cuervo, Ribeiro and Roig, 2007; Bengtsson and Peterson, 2008; Piecuch, 
2010; Wach, 2015). These require regular updates, as there constantly appear new 
definitions along with the new developments in economy.

While preparing the comparative analysis Table 1, the authors have arbitrarily selected 
only these definitions that include features specific to the phenomenon of entrepre-
neurship. According to Venkataraman (1997), entrepreneurship involves the nexus of 
two phenomena: the presence of lucrative opportunities and enterprising individuals. 
Gartner (1988) remarks that it is incomplete to define entrepreneurship only in terms 
of one of these phenomena (Shane and Venkataraman, 2000). For example, if we only 
devise entrepreneurship from the characteristic of entrepreneur – understood as a per-
son who establishes a new organization (which is, by the way, an unjustified limitation) 
– we omit the quality of opportunities that one has. In turn, should we only explain 
entrepreneurship by opportunities that appear, we lose sight of any cause that arises 
from individual abilities and skills of an entrepreneur.

The Global Entrepreneurship Monitor (GEM) operationalizes the concept of entrepre-
neurship as “any attempt at new business or new venture creation, such as self-em-
ployment, a new business organization, or the expansion of an existing business, by 
an individual, a team of individuals, or an established business.” The level of entrepre-
neurship in GEM includes both the entrepreneurial activities to register new business 
entities and the entrepreneurial activities in existing organizations (GEM 2015/2016). 

Reich (1987) considers leadership, management ability, and team-building to be the 
essential qualities of an entrepreneur, although they seem more like the characteristics 
of a manager. Filion (2008) notes that the definition of the entrepreneur will obviously 
differ depending on the author’s paradigm. He presented the following six components 
that should be included in the entrepreneur definition: (1) innovation, (2) opportunity 
recognition, (3) risk management, (4) action, (5) the use of resources, and (6) added value.
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According to Ahmad and Seymour (2008), entrepreneurs are those (business owners) 
who seek to generate value through the creation or expansion of economic activity by 
identifying and exploiting new products, processes, or markets.

Shane (2003) and Timmons (1990; 2007) remind that entrepreneurs are the people able 
to see and act on previously unnoticed profit opportunities. This concept differs from 
Schumpeterian entrepreneurs by showing that they entrepreneurs depend less on 
knowledge creation and more on the existing information processing which presently 
seems to be the crucial ability for anyone who works in business.

Krueger and Brazeal (1994) link the entrepreneurs who want to run own business 
with those who believe in their own skills and good business opportunities. Since 
there is no possibility to separate business from entrepreneurial intentions, Krueger 
and Brazeal preclude the existence of “non-entrepreneurs:” business people without 
an entrepreneurial inclination.

Mühlböck et al. (2017) disagree with such approach. They believe that businesses 
develop not only thanks to people with entrepreneurial intentions, who recognize 
opportunities, but also by people who were forced to run a business. Mühlböck et al. 
include necessity as an additional antecedent of motivation to become an entrepreneur 
and identify one more group: those who have “the feeling that there are no other 
options to (re-)enter the labor market than to become self-employed.” This is a good 
example of confusing entrepreneurs with the self-employed.

Sauka (2008) cites Davidsson and Henrekson (2002) who claim that productive entre-
preneurship is an “essential factor of the economic performance of a country.” From 
this statement, one may conclude that there is also unproductive entrepreneurship. 
Hence, Kshetri (2014) remarks that access to market, finance (capital), research and 
development, and technology is inherent to entrepreneurship. 

The Kauffman Foundation Report (2017) declares that the state of entrepreneurship 
is improving, across new firm creation, local small businesses, and growth companies; 
which supports the idea that entrepreneurship develops in different types of business.

Blanchflower, Oswald, and Stutzer (2001) along Davidsson (2003) characterize entre-
preneurs as people who independently work on their own regardless of whether their 
economic activities are small or large. Moreover, Nooteboom (2002) and Shane (2003) 
highlight independence as the alluring factor of entrepreneurship and a goal in itself. 
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Some call this striving for independence sometimes “the entrepreneurial spirit” or 
“the free spirit” (Schumpeter qtd. in Berlin, 2015).

Casson (2003) divided the approaches to entrepreneurs into two categories: functional 
and indicative. The former pinpoints what an entrepreneur does while the latter – the 
entrepreneurs’ status, relationship with other parties, and position in society. Casson 
highlights that entrepreneurs are decision-makers who improvise solutions to problems 
that cannot be solved by routine alone. Gimenez-Roche (2011) describes entrepreneurial 
action as a tridimensional phenomenon which integrates profit-seeking, uncertainty- 
-bearing and ultimate power of decision-making in the one person of the acting entre-
preneur. Kreft and Sobel (2003) along Baumol (1990) foreground that economic freedom 
is a public policy that best fosters entrepreneurship, while Weigl (2008) and Bjerke (2007) 
argue that “non-material resources are basic in our modern entrepreneurial economy.”

Propstmeier (2011) states that the knowledge of business positively influences the 
decision to become an entrepreneur but, surprisingly, has a “strong negative effect on 
the decision to become a freelancer.” Klein (2010) expands the classical concept of the 
entrepreneur as a judgmental decision-maker by linking the capitalist-investor and 
the entrepreneur-promoter. Klein explains that by exploring the components of entre-
preneurial mindset, one can exactly understand who is an entrepreneur (2010). Here, 
the question arises: How to know what is an entrepreneurial mindset and what it 
really means? Etzioni (1987, p. 177–178) stresses the specific type of adaptation that 
entrepreneurs have to pass: “[it is an] adaptation achieved by the accumulation of 
small adjustment.” The peculiarity of the entrepreneurial adaptation is that entrepre-
neurs are “far from being ‘adapted’ to the constantly changing environment at all 
times.” In other words, should they only adapt to the existing situation, they can be 
neither destructors nor revolutionaries in their fields of interest. This is because adap-
tation is usually evolutionary. Nevertheless, this insight does not conflict with the 
observation that adapting to changes is important to entrepreneurs (Simon et al., 2002). 
Robinson et al. (2006) note that “entrepreneurship may be seen as one type of leader-
ship orientation, namely that of leading a business venture.” Silberzahn (2013, p. 16) 
emphasizes the importance of entrepreneurial commitment to their ventures, espe-
cially in the nascent markets, and that “understanding the role of commitment can 
also enrich the novelty and strategic variety of the entrepreneur’s repertoire in dealing 
with uncertainty.” In a sense, commitment also means patience. As Swinscoe (2013) 
outstandingly remarks, there is a special need for the “patience for the impatient,” as 
most entrepreneurs are impatient in the drive to achieve their goals. Patience, persis-
tence, and perseverance are important in entrepreneurial activities. They are never-
theless abilities which can be learned. Also to Blankenship (2017) patience seems the 
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distinguishing characteristic of entrepreneurs. One cannot put it better than Steve 
Jobs did: “I’m convinced that about half of what separates successful entrepreneurs 
from the non-successful ones is pure perseverance” (in Baron, 2012, p. 86).

Hebert and Link (1989) observe that “the entrepreneur is someone who specializes in 
taking responsibility for and making judgmental decisions that affect the location, 
form, and the use of goods, resources or institutions.” Meadows (2016) dedicates his 
entire book to self-discipline as the crucial entrepreneurial trait. 

While this article deals not with the psychology of entrepreneurs, two purely psycho-
logical traits need special mention here, as they often influence other entrepreneurial 
activities. They are overconfidence (Busenitz, 1999) and overoptimism (Meza and 
Southey, 1996).

Last but not least, we should remember about the fairly new idea of networking (Weigl 
2008; Gurrieri, 2013), which today appears as one of the most crucial skills any entre-
preneur can have. What is new is the fact that interactions, relations with customers, 
collaborators, or suppliers often develop via the Internet. It makes contemporary busi-
ness connections easier and quicker. However, social networking was always the 
lifeblood of entrepreneurship, critical to business development. Only the tools changed

The above overview of entrepreneurial theories, ideas, and definitions identifies these 
facets of entrepreneurship that distinguish it from other types of business activities. 
Table 1 presents the most popular definitions and characteristics of entrepreneurship 
in the reviewed literature.

Self-Employment: Substance and Categories

The self-employed group is heterogeneous because it gathers various activities. A farmer 
may be self-employed just like a lawyer with individual practice, a medical doctor, 
an online computer graphic designer, a small shop owner, a one-person business 
hairdresser, and somebody who manufactures bead jewelry and sells it among friends 
and acquaintances.

The affiliation with the self-employed group often depends on the legal regulations 
in a country. Many regulations often define the self-employed as people who have 
officially registered individual business activity and do not employ others. But such 
formal definition does not cover other possibilities, a whole range of legal activities 
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which naturally emerge from self-employment. The self-employed can work under 
different labor contracts such as contract of mandate, contract of specific work, manage
ment contract, or contract of representation. Because of the quantity and diversity of the 
self-employed and self-employment definitions, on the one hand, the official statistics 
do not reflect all self-employment forms and, on the other, they use the activities which 
are not universally treated as self-employment. Based on our literature review from 
2017, we identify the following criteria that distinguish the self-employed:

�� 	the level of independence and autonomy in the workplace:
zz 	completely independent self-employed who work for the customers of their 

own choice, when they want, often also how and where they want, without 
any formal supervision, and 

zz 	dependent self-employed, who work exclusively for one employer and are 
dependent only on him/her, who work under supervision, without taking 
individual economic risk, usually in the place and time indicated by the 
employer.

�� 	the motivation to become self-employed (pull and push factors):
zz 	voluntary self-employed means the people that have selected such way of 

work because they themselves wanted, and
zz 	necessity self-employed means the people who work this way because they 

were forced to do so. The reason here is either the labor market situation, 
lack of options or satisfactory jobs, or employer’s pressure on self-employ-
ment (sine qua non employment condition). 

�� 	the capacity to invest own capital:
zz 	those who invest their own capital and other resources and take full finan-

cial consequences of this investment, and 
zz 	those who do not invest their own capital or who have co-investors and 

for this reason do not risk as much when starting the new business.
�� 	innovativeness/creativity:

zz 	innovators-destructors who implement new ideas to their business, and 
zz 	replicative businessmen (copycats) who copy the existing business models, 

products, and services.
�� 	the level of professionalism (professional merit):

zz 	self-employed with a high level of education, high-skilled professionals 
(individual professionals: ipros), and 

zz 	self-employed with a lower level of education, unskilled, with limited 
abilities for which they have a low position in the labor market and low 
employability.

�� 	the social and financial outcome:
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zz 	social and financial winners satisfied with their situation in both these 
aspects (successful people), and 

zz 	social and financial losers for whom self-employment was a necessity and 
who are not satisfied with their occupational and financial situation.

With the abovementioned criteria in mind, we propose the following self-employed 
groups:

�� 	Dependent self-employed: people who often work under or provide services 
to one employer within the legal framework of civil or commercial law, but 
who actually depend on and usually integrate into the company for which 
they work. Most call this type of self-employment bogus, false, fake, or quasi 
because it usually works the same way as with the ordinary employees employed 
under permanent contracts regulated by the labor law. For employers, such 
employment form generally aims at tax and other contributions optimization. 
In many cases, although not always, it is the only possibility of employment 
forced on the market by the employers. Dependent self-employed generally are 
neither risk-takers nor investors. Usually, they are not particularly creative or 
innovative. Therefore, this group may be considered rather as part of conventional 
employment (wage employees) but not as pure entrepreneurs;

�� 	Hybrid self-employed (“part-time” self-employed): those who have a stable, 
permanent employment contract with one employer but can work with other 
employers under contracts regulated by the Civil or Commercial Code. Hybrid 
self-employed can be either innovative or replicative. In fact, they may be part 
of the other self-employed groups:
zz 	dependent self-employed, when they provide additional work to one client 

only and perform it under similar conditions as hired employees;
zz 	one-person innovative start-up owners, when they start their venture inde-

pendently of simultaneous work for the main employer;
zz 	one-person, replicative business owners, when they connect a stable perma-

nent job with other activities; for instance, after hours online handicraft sale;
zz 	independent professionals when they provide services for other contractors 

after hours. 
�� 	One-person , replicative business owners: owners of small shops, restaurants, 

service points, or simple production, who usually work without permanent 
employees. Most consider this kind of self-employment to be entrepreneurial 
regardless whether one employs others or not. In the Schumpeterian view, 
small business owners are replicative businessmen who do not invent anything 
new, but rather duplicate the existing business models, solutions, products, or 
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services; and such activities do not correspond with the typical understanding 
of entrepreneurship;

�� 	One-person innovative start-up owners in Schumpeter’s view, they innovate 
when they introduce a new product or service, apply a new method of production 
or sale, open a new market for the products or services already known, gain 
new sources of raw materials or semi-finished products, and apply new organi
zational form in a sector. The authors’ analysis shows that each self-employed 
innovative start-up owner has all the main characteristics of an entrepreneur;

�� 	Freelancers (independent professionals freelancers, ipros, independent con-
tractors, opportunity self-employed): a group that consists of people with the 
highest qualifications and skills who are increasingly in demand in today's 
labor market. They usually do not invest their own financial capital because 
their competences form their intellectual capital. Usually, they are independent 
and work in projects with different companies. They can temporarily work in 
teams but also as lone wolves; 

It should now be clear that the nature of the self-employed groups, their activities, 
and other characteristics may greatly differ. 

Entrepreneurship and Self-Employment:  
Comparative Theoretical Analysis

The discussion continues whether entrepreneurship is a transitional economic function 
or a specific labor market category denoting all the self-employed. Both in academic 
disputes and practical solutions in politics or statistics one encounters mostly arbitrary 
decisions.

For Perulli (2003), the main criterion that distinguishes entrepreneurial activity from 
self-employment is the way in which they organize work and the means of production. 
If the economic activity develops without an organizational base, it means self-em-
ployment and not entrepreneurship. Inevitably, there arises the problem of voluntary 
and enforced self-employment; in other words, entrepreneur’s motivation. At the 
surface, it may seem that the voluntarily self-employed are more entrepreneurial than 
the forcedly self-employed. The former usually cannot rely on others, are self-dependent, 
and dive deep into business. In such situation, the entrepreneurial skills are a must 
– especially for those who want to survive on the competitive market – while the 
forcedly self-employed often lack them. 
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The dispute about the entrepreneurship of “opportunity” and “necessity” often emerges, 
when it actually, in our opinion, concerns self-employment. Williams and Williams 
(2011) state that this common dichotomy of entrepreneurs, as they say, motivations is 
misleading. They conclude that motivations of entrepreneurs change over time because 
their drive frequently is both necessity and opportunity. Block and Sandner (2009) 
find that opportunity entrepreneurs remain in self-employment significantly longer 
than necessity entrepreneurs. Although there is not enough strong empirical evidence, 
one may assume that those initially forced into self-employment also demonstrate 
entrepreneurial skills: forced self-employment may simultaneously be their own choice, 
preference, and risk. Even when the self-employed decides for dependence with the 
intention to only shortly appear in the labor market and only for utilitarian reasons 
– to accrue financial resources to set up a new business or pay less mandatory contri-
butions in the first years of the business’ existence – this still confirms their own kind 
of entrepreneurial skills. However, the self-employed may run a business and not be 
entrepreneurial. In other words, while self-employed often receive the title of entrepre-
neurs, not all entrepreneurs are self-employed and not all self-employed are entrepreneurial. 
This general observation indicates that it is unjustified to use both terms as exact syno
nyms. Undoubtedly, the self-employed and entrepreneurs have some things in common; 
both groups are heterogeneous in age, gender, education, field of business, or founding 
sources; but it does not mean we should perceive them as equal. 

Some scholars (Shane, 2008; Cieślik, 2015; 2016) argue that entrepreneurship comes 
with risk-bearing, which happens when the entrepreneur engages significant financial 
or other assets and employs people. In the case of failure, business closing costs like 
the settlement of liabilities to creditors, including employees, can be substantial. If 
that is an entrepreneurship concept, then it means that some sort of organization has 
to be created which, in turn, means that the risk is not borne by a one-person business 
with minimal involvement of his/her own funds. Similar opinion present, for example, 
Amit, Glosten, and Mueller (1993) or Shane and Venkataraman (2000): “Entrepreneur-
ship can also occur within an existing organization. Moreover, opportunities can be 
sold to other individuals or to existing organizations.” Shane and Venkataraman 
believe that entrepreneurship does not require a green field organization, but they do 
not exclude such option. 

All these discussions show that entrepreneurs may appear among different types of 
self-employed but not, as Cantillon wants, among all of them (Casson, 2003). It is 
debatable to treat a one-person business as non-entrepreneurial because of small risk 
in comparison with larger organizations. Certainly, the “just me” self-employed people 
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do bear a risk that – for them – can be substantial. Thus, keeping in mind the risk factor, 
without doubt, small and solo businessmen can also be entrepreneurs. The failure of 
a venture is tightly related to risk and uncertainty, which can also be their fate.

Thaler (2015, p. 351–352) observes that losses loom larger than gains to most people 
– not distinguishing small and big entrepreneurs when it comes to failure, which, in 
his opinion, “happens at least half if not more of the time.” He calls for the state to 
prepare “a softer cushion for failure” for all entrepreneurs and remarks that we must 
find ways to mitigate the costs of failures. The latter could be more effective in stimu
lating new business start-ups than cutting taxation for those who earn much more 
than 97% of US small entrepreneurs. 

What is interesting is the idea of distinguishing “pure” entrepreneurs from others. 
According to Folta et al. (2010, p. 3), the former are outnumbered by individuals who 
mix self-employment and wage work, that is by hybrid self-employed. These authors 
argue that a lack of self-employment experience leads to a preference for hybridity, 
particularly useful for highly capable individuals who lack entrepreneurial experience 
(Folta et al., 2010, p. 28; cf. Baumol, 1990, p. 6).

Table 1 shows the results of our study on self-employment and entrepreneurship. One 
must nevertheless bear in mind that the entrepreneurs’ characteristics intentionally 
exclude several important features. The authors only concentrated on economic and 
sociological approaches to the matter. The psychological context, especially entrepre-
neurs’ motivation, deserves a separate article. The authors also excluded significant 
demographic factors: gender, age, the level of education attainment, ethnicity; as well 
as contextual factors like regulatory frameworks, taxes, regulations, and other public 
rules and institutions that affect businesses. On the one hand, this is an obvious 
limitation of this research; on the other, this arbitrary restraint allows the authors to 
compare selected, mostly economic aspects of entrepreneurship and self-employment, 
thus bringing a structure into the otherwise chaotic presence of both terms. 
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Discussion of Results

The analysis supports the opinion that there is no generally accepted definition of 
neither the “entrepreneurship” nor “self-employment.” Each receives different charac-
teristics based on various core meanings that derive from several scientific disciplines. 
Thus, comparative analysis of self-employment and entrepreneurship must accept 
what is clearly indicated in Table 1, that groups of self-employed greatly vary in merit 
and method of operation. Following the characteristics in Table 1, the authors distin-
guish the self-employed groups below. They differentiate on the basis of proximity to 
and the number of entrepreneurial traits.

Table 2.	Groups of self-employed and the number of entrepreneurial traits

Entrepreneurial 
characteristic 

(+) applies
(–) does not apply

Dependent 
self-employed

Hybrid 
self-employed

One-person 
business 
owners

One-person 
innovative 
start-up 
owners

Freelancers / 
individual 

professionals

– 17 1 3 1 1

–/+ 13 29 8 0 13

+ 3 3 22 32 19

Source: own study.

Self-employment is so diverse that the analysis of the labor market with the use of the 
general terms and statistics seems inefficient. The authors, thus, propose that future 
research treats each of the above groups separately. 

Conclusion 

Entrepreneurship receives descriptions from many scientific positions and still gathers 
doubt because there is no uniform understanding of what it is and how it can be 
assessed. No coherent and universal definition appeared yet, while relevant literature 
abounds in competing terms. Entrepreneurship is yet to receive a coherent theory and 
answers to the most basic questions such as its role in the economic growth. The above 
study makes the authors share Baumol’s opinion that – although entrepreneurship 
drives the economy – mainstream economic theories mostly neglected it. These reser-
vations also apply – and perhaps even more – to self-employment, which also lacks 
a universally accepted definition and theory. Scholars and practitioners never reached 
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a consensus about the nature of self-employment. Some perceive it as a kind of entrepre-
neurship, while others as a type of hired labor naturally present in the contemporary 
labor market. Yet other researchers simply and unjustly equate entrepreneurship with 
self-employment. 

These inconsistencies led the authors of this paper to select the criteria that predomi
nantly characterize entrepreneurship, from the economic viewpoint, and confront 
them with the main forms of self-employment. The aim of this paper was to position 
self-employment in the entrepreneurship paradigm. The overview of entrepreneurial 
theories, definitions, and ideas in relevant literature identified the facets that distin-
guish entrepreneurship from other types of business activities. The comparison of 
selected entrepreneurial characteristics with the categories of self-employed vitally 
supported this study. As a result, Table 1 offers a helpful audit tool for examining 
existing definitions and theories of these two concepts; as well as for the future empi
rical studies of both. The authors believe in the practical application of Table 1; for 
example, when tax or social security systems require adjustments to the changes in 
the labor market.

Research Limitations

Some papers closely link the theory of entrepreneurship to the theory of group behavior 
(Mosakowski, 1998; Cook and Plunkett, 2006). It entails a psychological and sociological 
perspective. The above study considers only a few approaches related to these disciplines, 
examining only the literature that concerns the different types of self-employment 
and selected entrepreneurial characteristics that originate from economic theories. 
The authors realize that it is inevitable to also refer to other selected scientific disci-
plines because the approach to both self-employment and entrepreneurship should 
be interdisciplinary. Hence the appearance of some psychological and behavioral aspects 
of entrepreneurship and self-employment. However, the length of the paper precluded 
a thorough overview of sociological and psychological theories – not to mention cultural 
and anthropological – which leaves ample space for development in future studies. 

Summary

(1)	 Scholars and practitioners use “entrepreneurship” and “self-employment” in 
different contexts with divergent understanding and definitions. A plethora 
of these concepts and their characteristics is most interesting for those who 
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study both from a theoretical viewpoint but simultaneously forms a bottleneck, 
which we must remove when aiming to perform reliable empirical comparative 
studies.

(2)	 This study shows that the self-employed group is so diverse that we should not 
treat it as a single unit but, instead, must become the target of socio-economic 
analyses as a whole. Moreover, the discussion about the participation of the 
self-employed in entrepreneurship should concern particular groups of self-em-
ployed and specifically defined perspectives. 

(3)	 Self-employment has gradually gained importance in today’s global labor 
markets, raising interest in the entrepreneurial side of this form of employment. 
Table 1 shows which entrepreneurial characteristics apply to which forms of 
self-employment. This comparison supports the claim that “self-employment” 
and “entrepreneurship” are not one and the same notion. Not all kind of self-em-
ployed are entrepreneurs, and not all entrepreneurs have to be self-employed. 
This fact has been acknowledged by the OECD (2011): “self-employed can be 
running business but not be entrepreneurial,” but it is not a universal approach 
by far. In the opinion of the authors of this paper, the time has come to use 
harmonized definitions of self-employment and entrepreneurship at least in 
official European statistics and papers. Here we must mention Davidsson’s 
(2005) belief that the concepts concerning entrepreneurial characteristics come 
from widely differing backgrounds, which precludes the profiling of a typical 
entrepreneur. Although Table 1 summarizes most of the entrepreneurial char-
acteristics from selected theories, the list remains open for future studies.
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