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Total of active employer enterprises

) 1987 - 2000 2001 - 2005 2005 2006 2007
Size class A A
b verage verage
(number of number of Growth rate number of Growth rate N”’“bé‘fr of Growth rate N”’“bé‘fr of Growth rate N”’“bé‘fr of Growth rate
employees) . . enterprises enterprises enterprises
enterprises enterprises
Total 8093 10,4 16 811 6.4 18 906 8,0 19 580 3,6 20 711 5.8
1-4 5219 12,3 11 393 74 13 010 9,1 13 633 4,8 14 382 55
5-9 1741 8,4 3287 4,6 3577 51 3554 -0,6 3684 3,7
10-19 691 6,3 1342 3,9 1443 7,0 1474 2,1 1630 10,6
20-49 288 59 576 58 639 54 676 58 741 9,6
50 - 249 144 4,1 199 1,8 221 7.8 224 1,4 254 13,4
=250 10 2,5 14 75 16 23,1 19 18,8 20 53

Note: Employer enterprises, according to the definition of the “Manual of Business Demography Statistics" (Eurostat/OECD, 2007), are those which employ at least one employee.

Births and Deaths

Nascimentos | Mortes
Size class
(number of 1987 - 2000 | 2001 - 2007 2005 2006 2007 1985 - 2000 | 2001 - 2005 2003 2004 2005
employees) Average | Birth rate| Average | Birth rate Ne Birth rate Ne Birth rate Ne Birth rate | Average | Death | Average | Death Ne Death Ne Death Ne Death
number (%) number (%) (%) (%) (%) number | rate (%) | number | rate (%) rate (%) rate (%) rate (%)
Total 1722 222 | 3005 172 | 3203 169 | 2910 149 | 3159 153 | 1019 141 | 1945 116 | 1812 108 | 1974 113 | 2148 114
1-4 1395 283 | 2553 214 | 2676 206 | 2526 185 | 2778 193 818 179 | 1683 148 | 1606 141 | 1748 147 | 1856 143
5-9 232 143 314 94 356 10,0 262 74 251 6.8 134 9,0 181 55 153 48 147 43 208 58
10-19 68 105 97 7,0 110 7,6 76 5,2 84 5,2 46 7,6 56 42 38 28 60 44 60 42
20-49 19 7,0 32 53 50 78 34 5,0 38 51 16 5,9 19 33 12 21 16 2,6 20 31
50 - 249 8 54 8 38 11 5,0 11 49 7 2,8 6 43 6 28 2 11 2 1,0 4 18
> 250 28 1 44 0,0 1 53 1 5,0 2,6 28 1 6,3 1 7,7 0,0

Note: Birth and death rates are composed by a numerator given by the number of total births and deaths, respectively, and by a denominator given by the total number of active employer
enterprises in the reference period. The birth of an employer enterprise occurs when it starts its activity. It does not include entries into the population due to mergers and acquisitions,
reestructuring of enterprises or the reactivation of dormant units within a period of more than 2 years. This population is also composed of enterprises that although existed in previous
years, were below the one employee threshold. Deaths occur due to the dissolution of the combination of production factors. They don‘t include exits from the population due to mergers,
take-overs, break-ups or reestructuring of enterprises. An enterprise death is counted only if it is not reactivated within 2 years.

Churn Dynamics, 1987-2005

[ Birth rate W Death rate «=====Churn rate

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Note: The sum of all births and deaths of the employer enterprises are at the top of the bars, and correspond to the churn rate.

Share of 1-5 years old enterprises in total population (%)

M share of 1 year old enterprises in population
share of 2 years old enterprise in population
share of 3 years old enterprises in population

M share of 4 years old enterprises in population

W share of 5 years old enterprises in population

Source: GEE, based on E. Sarmento and A. Nunes, "Entrepreneurship Performance Indicators for active employer enterprises in Portugal”, Temas Econdémicos n° 9, Ministério da
Economia, da Inovagéao e do Desenvolvimento, based on Quadros de Pessoal, GEP, MTSS.
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Number of employees

Age and survival, outlook for 2007
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Enterprises 2 10

Active Total Enterprises
employees employees
In 20711 18066 2645
10,
2007 (100%) (87,2%) (12,8%)

158 (6,0%)

~

Average firm size
(number of employees)

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
=== 1 year old enterprises 57 55 49 49 50 45 43 49 39 39 40 41 43 39 41 38 37 42 45 43
=) years old enterprises 58 65 54 52 54 50 48 51 44 46 45 48 51 42 44 42 41 49 52
3 years old enterprises 65 76 56 54 57 53 51 59 49 52 54 58 62 44 47 46 44 56
=== years old enterprises 71 81 59 62 63 57 55 66 57 60 59 60 58 46 48 50 52
=== 5 years old enterprises 74 75 61 64 62 60 55 69 61 76 59 60 60 46 50 53
Probability of Survival
(for enterprises born in the years below)
Years of 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Quinvsival
1 88,6% 812% 856% 86,8% 848% 80,7% 853% 852% 837% 852% 864% 837% 828% 868% 893% 869% 855% 858%
2 758% 712% 76,5% 74,7% 709% 732% 788% 763% 73,1% 733% 750% 727% 724% 777% 802% 76,1% 76.2%
3 66,2% 64,8% 67,4% 645% 639% 654% 72,6% 697% 64,3% 645% 658% 657% 64,2% 704% 731% 689%
4 60,3% 578% 58,7% 59,6% 58,7% 588% 665% 634% 575% 572% 60,1% 585% 57,7% 63,7% 67,1%
5 54,0% 50,8% 54,7% 556% 546% 54,3% 61,5% 57,4% 51,0% 503% 554% 54,5% 52,9% 57,5%
6 49,3% 47,0% 514% 517% 495% 493% 573% 51,3% 46,3% 46,0% 508% 498% 48,4%
7 453% 44,3% 47,4% 47,9% 46,5% 445% 527% 46,5% 42,6% 44,1% 46,8% 455%
8 432% 41,4% 455% 44,0% 434% 409% 49,4% 436% 396% 412% 442%
9 39,5% 38,7% 43,0% 413% 402% 37,6% 46,9% 40,6% 36,5% 37.6%
10 37,7% 36,4% 40,8% 385% 37.7% 347% 43,8% 38,1% 33,8%
1 359% 34,2% 37,8% 345% 364% 33,3% 42,1% 354%
12 33,8% 31,7% 356% 32,3% 344% 31,9% 39.2%
13 31,5% 29,5% 34,0% 30,0% 328% 29,6%
14 30,0% 28,0% 322% 282% 30.8%
15 207% 27,0% 30,8% 26,6%
16 28,7% 258%  29,3%
17 258%  23,8%
18 24,3%

Note: The non parametric Kaplan-Meier estimator was applied according to the following formula:  § (t) =

The probabilities relate to the enterprises ("cohorts") born in the years mentioned above.

nf

Source: GEE, based on A. Nunes and E. de Morais Sarmento, "Survival dynamics in Portugal, a regional perspective", Proceedings of the European Regional Science Association
and E. Sarmento and A. Nunes, "Entrepreneurship Performance Indicators for active employer enterprises in Portugal", Temas Econdmicos n° 9, Ministério da Economia, da
Inovagao e do Desenvolvimento, based on Quadros de Pessoal, GEP, MTSS.
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GEE
Employment
Employment in active employer enterprises
. 1987 - 2000 2001 - 2005 2005 2006 2007
Size class
(number of Average Average
employees) number of Growth rate number of Growth rate g:mlse;g; Growth rate g:mlse;g; Growth rate g:mlse;g; Growth rate
employees employees ploy ploy ploy
Total 57 512 6,5 103 806 4,6 114 456 7,3 118 816 3.8 128 163 7,9
1-4 11 802 111 24 317 6,1 27 189 8,1 28 208 3,7 29 561 4,8
5-9 11182 8,3 21217 4,7 23072 4,5 23 033 -0,2 23 889 3,7
10-19 9080 6,3 17 610 3,9 18 958 7,6 19 501 29 21451 10,0
20-49 8411 58 16 710 6,2 18 636 6,5 19 806 6,3 21612 9,1
50 - 249 13 502 43 18 776 19 20 825 6,5 21105 1,3 23938 13,4
=250 3536 -0,4 5176 5,6 5776 22,3 7163 24,0 7712 7,7
Job Creation and Destruction
(thousands of employees)
Creation Destruction
Size class 1987 - 2000 | 2001 - 2007 2005 2006 2007 1985 - 2000 | 2001 - 2005 2003 2004 2005
Average | Birth rate | Average | Birth rate Ne Birth rate Ne Birth rate Ne Birth rate | Average | Death | Average | Death Ne Death Ne Death Ne Death
number (%) number (%) (%) (%) (%) number | rate (%) | number | rate (%) rate (%) rate (%) rate (%)
Total 65 116 98 91 111 97 | 94 79 | 94 74 | 41 77 | 61 59 | 52 50 | 57 53 | 63 55
1-4 2,8 25,5 4,6 18,3 4,8 17,6 4,3 15,4 4,8 16,1 1,6 15,6 3,0 12,3 2,8 11,5 3,0 11,9 3.2 11,8
5-9 1,5 13,9 2,0 9,2 2,2 9,7 1,7 7,2 1,6 6,6 0,8 8,8 11 54 0,9 4,5 0,9 4,1 1,3 58
10-19 0,9 10,4 1,3 6,9 1,5 7,7 1,0 4,9 1.1 52 0,6 7,6 0,7 4,1 0,5 2,6 0,8 4,3 0,8 4,0
20-49 0,5 6,8 0,9 52 1,5 8,2 1,0 52 1,0 4,8 0,4 57 0,6 3,4 0,4 2,4 0,5 2,7 0,6 31
50 - 249 0,6 4,8 0,7 3,7 1.1 54 1,0 4,6 0,7 2,8 0,5 4,0 0,6 3,0 0,1 0,7 0,3 14 0,4 2,1
> 250 0,1 3,5 0,3 51 0,0 0,0 0,4 5,6 0,3 3,6 0,1 1,7 0,1 2,7 0,5 8,1 0,3 55 0,0 0,0
Note: Birth and Death rates are ratios composed by a numerator that corresponds to the total number of employees in employer enterprises that enter and exit the market yearly,
respectively, and by a denominator that corresponds to total employment in active employer enterprises (according to the methodolgy of the "Manual on Business Demographic Statistics",
Eurostat /OECD, 2007).
Net employment growth and its components (1987 - 2005)
35 - = Job destruction due to exit
M Net job creation rates of existing firms
30 -
M Job creation due to entry
25 +
X

-15 4

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Source: GEE, based on E. Sarmento and A. Nunes, "Entrepreneurship Performance Indicators for active employer enterprises in Portugal”, Temas Econdmicos n° 9, Ministério da
Economia, da Inovagédo e do Desenvolvimento, based on Quadros de Pessoal, GEP, MTSS.
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High-Growth Enterprises and Gazelles
Population of
High-Growth Enterprises Enterprises with Ten or
(o Moasured by 1umaven) More Employees A High-growth enterprise is an enterprise with average annualised
growth greater than 20% per annum, over a three year period. Growth
e can be measured by the number of employees or by turnover.
Turnover)
Gazelles are high growth enterprises that are up to 5 years old.
Gazelle Enterprises
(as Measured by
Employment)
High-Growth Enterprises
(as Measured by Employment)
High Growth Enterprises and Gazelles, outlook for 2007
High Growth Enterprises and Gazelles, by employment
High growth enterprises Gazelles
Enterprises Employees Enterprises Employees
Year
Weight in the population Weight in the population . . " . Weight in the population
Ne with at least 10 employees N°e with at least 10 employees Ne We:ght in the polpulatlon with Ne with at least 10 employees
(10%) (@o%) at least 10 employees (10%) (10%)
1990 53 5,37 3.830 12,12
1991 40 3,87 2.734 8,15
1992 28 2,63 2.358 6,80 10 1,01 631 2,00
1993 34 3,20 2.053 6,12 13 1,26 632 1,88
1994 29 2,56 1.863 5,66 10 0,94 660 1,90
1995 25 2,21 1.424 4,28 5 0,47 205 0,61
1996 27 2,31 2.306 6,70 7 0,62 323 0,98
1997 44 3,55 2.441 4,74 7 0,62 643 1,93
1998 41 3,07 3.019 7,85 10 0,86 959 2,79
1999 53 3,55 3.313 7,80 11 0,89 665 1,29
2000 70 4,36 3.654 7,92 13 0,97 615 1,60
2001 89 4,53 6.083 11,08 18 1,21 1.275 3,00
2002 90 4,33 4.524 8,23 19 1,18 604 1,31
2003 70 3,30 4.566 7,89 11 0,56 408 0,74
2004 62 2,85 3.404 5,73 20 0,96 922 1,68
2005 49 2,11 2.324 3,62 16 0,76 566 0,98
2006 54 2,26 3.012 4,46 18 0,83 773 1,30
2007 73 2,76 4.490 4,31 23 0,99 1.051 1,64

Source: GEE, based on E. de Morais Sarmento and A. Nunes, "Entrepreneurship Performance Indicators for active employer enterprises in Portugal”, Temas Econémicos n°® 9,
Ministério da Economia, da Inovacdo e do Desenvolvimento, based on Quadros de Pessoal, GEP, MTSS, according to the "Manual of Business Demography Statistics",
Eurostat/OCDE (2007).
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METHODOLOGY

These results are based on the application of the “Manual of Business Demography Statistics”
(Eurostat/OCCE, 2007) to the dataset called Quadros do Pessoal, from the Gabinete de
Planeamento e Estratégia of the Portuguese Ministry of Labour and Social Security.

This analysis describes employer enterprises business dynamics from 1985 to 2007,
considering firm longevity, survival, size, employment and the group of gazelles and high growth
firms.

Only employer enterprises classified in sectors from sections A to Q of the Portuguese
Economic Classification of Economic Activities (CAE-Rev.2.1) were considered.

MAIN DEFINITIONS

Enterprise!: Represents the smaller combination of legal units that produces goods or services
with certain autonomy of decision, particularly with respect to the allocation of its current
resources. An enterprise might have one or more than one activity in one or more than one
location. An enterprise may be represented only by one legal entity.

Employer enterprises: Enterprises from the active population of enterprises with at least one
paid employee.

Employer enterprise births: Corresponds to the birth of an enterprise with at least one
employee. This population consists of enterprise births that have at least one employee in the
birth year and of enterprises that existed before the year in consideration, but were below the
threshold of one employee. A birth occurs when an enterprise starts activity. Births do not
include entries into the population which result from break-ups, spit-offs, mergers, restructuring
of enterprises or reactivations of units which are dormant within a period of two years.

Birth rate: Number of births as a percentage of the population of active enterprises.

Death rate: Death rate of a given reference period (usually one calendar year) is the number of
deaths as a percentage of the population of active enterprises. . Deaths do not include exits
from the population due to mergers, take-overs, break-ups or restructuring of a set of
enterprises. Moreover, deaths do not include exits from a sub-population if it results from a
change of activity. Therefore, a death can occur because the enterprise ceases to trade or
because it shrinks below the one employee threshold. The Eurostat/OECD manual
recommends waiting for two years after the reference period to allow for reactivations, before
deaths are calculated.

Survival probability: The survivor function reports the probability of a firm of surviving beyond
time t (the moment of observation), that is the probability that there is no failure event (a
“death”) prior to t. The function is equal to one at time t=0 and decreases towards zero as time
(t) goes to infinity. Considering T a non-negative variable, denoting the time to a failure event
(“death”), in this case given by the time taken by an enterprise to exit the market from the
moment of entry, the survivor function is thus represented by:

S(t)=1-F(t)=Pr(T >t)
With F(t)=Pr(T <t) being the cumulative distribution function.

To estimate the survivor function,S(t), that is the probability of survival past time t or,

equivalently, the probability of failure after t, the non-parametric Kaplan-Meier estimator was
applied. For a dataset with observed failure times, t,....t,, where k is the number of distinct

failure times observed in the data, the Kaplan-Meier estimate at any time t is given by:

1 European Council Regulation (EEC), n°. 696/93, Section 111 A of 15.03.1993.



jit; <t n;

Where n; is the number of enterprises at risk at time t; and d; is the number of failures at time
t; . The product is done for all the failure periods, departing from time t.

High growth enterprises: Enterprises with average annualised growth greater than 20% per
annum, over a three year period. Growth can be measured by the number of employees or by
turnover.

Gazelles: All enterprises up to 5 years old with average annualised growth greater than 20%
per annum, over a three years period. Gazelles by turnovers or employment are all employer
enterprises that during a period of at least 5 years have had an annual average growth in terms
of turnover or employment greater than or equal to 20 % per year, during the last 3 years, which
employ at least 10 employees in the beginning of the 3 years period.
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