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Abstract

Entrepreneurship is frequently promoted as an alternative to paid-employment and un-
employment among young individuals. Numerous entrepreneurship education programs
have arisen over the last decade in order to incentivize early start-ups among gradu-
ates. However, the long-term consequences of starting a professional career through en-
trepreneurship instead of following the standard entry path through paid-employment are
often disregarded. In spite of the evidence that, on average, entrepreneurship tends to
provide smaller, more volatile earnings that grow at a slower rate than paid-employment,
the situation might be different when the comparison is done between young individu-
als with no relevant experience who are starting their careers. In this early version of
our paper, we discuss several potential channels through which this initial decision may
cause a persistent effect on lifetime earnings, such as wage signaling, timing of learning
and human capital accumulation. We make use of the Integrated Database for Labor
Market Research (IDA) from Statistics Denmark to explore the potential consequences
of choosing entrepreneurship at entry in the labor market and to identify the presence of
potential moderating factors. Preliminary results from instrumental variable estimations
on a matched sample of graduates who start as paid-employees and graduates who be-
come entrepreneurs suggest a negative effect for individuals in the last group. Although
the effects seem to vanish over time, the earnings penalty is still significant ten years after
entering the labor market.
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