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migrants become entrepreneurs at least as often
as local persons. In this, they make a contribution
to the internationalisation and structural change of
the German economy.

Yet the topic "Start-ups by migrants” is not only
the focus of great interest in Germany. The experts
from 69 countries - who jointly issue the "Global
Entrepreneurship Monitor" (GEM, see info box on
page 3) as the worldwide largest research program-
me on business start-ups - in the recent cycle laid
special emphasis on this topic (Xavier et al. 2012).
The results confirm that in many countries migrants
set up their own enterprises to a considerable extent
and in this way support the economy of the coun-
try of destination (see the info box on page 1 for
the definition of "migrants"” used here). In numerous
countries, migrants even set up a business more of-
ten than local persons. This applies especially to the
highly developed countries and developing countries
(see Figure 1).

Why migrants tend to set up
businesses more often than local
people

Although the reasons migrants have for starting up a
business basically differ little from those of the local
people, some constellations do appear more often
with immigrants (see Kay/Schneck 2012 for details).
For instance, it is more difficult for migrants to find
dependent employment under the same conditions
than for local persons, not only in Germany but
also in many other countries. This is reflected in the
above-average unemployment figures for foreigners.
But even if they have employment, they are paid
less than local persons (Lehmer/Ludsteck 2013). That
is the reason why migrants benefit financially to a
special extent from a start-up. The self-employed
earn more on average than dependent employees.
This also applies when one only looks at the income
of persons who are truly comparable. The difference
in income is clearly greater in the case of migrants
than in the case of local persons (Constant/Shach-
murove 2006). Both the poor employment chances
and the lower incomes are the reasons which en-
courage migrants to carry out a self-employed acti-
vity rather than non-migrants.

There are a number of personal characteristics or
dispositions whose constellation influences the de-
cision between a dependent activity and a self-em-
ployed one. If parents are or were self-employed, the
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Figure 1

The start-up activities of local persons and
migrants according to economic development
status
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Note: The vertical bars mark the area in which the average
of the basic population (blue and green dots) lies with a pro-
bability of 95 % (95 % confidence interval). The differences
between two values are only statistically significant if their
confidence intervals do not overlap.

Source: Xavier et al. 2012. © IAB

probability is considerably higher that the said per-
son will also become self-employed - independent
of the chance of taking over the parental business.
Put more generally: Role models play a very import-
ant part in the decision in favour of a self-employed
or a dependent activity. So if migrants come from
societies where self-employed forms of earning a
living are more widespread than in Germany, they
can fall back on the corresponding role models much
more frequently than local persons.

Further important influential factors are cau-
sed by the self-selection of migrants. The fact that
someone emigrates in order to build up a new exis-
tence in another country already shows a consider-
able measure of openness to risks and self-assertion.
Both are characteristics that distinguish entrepre-
neurs in particular.



Attitudes of migrants and local
persons relevant to starting up a
business

In the GEM several questions are asked that at least
make possible an approximate estimation of the at-
titudes and skills that are relevant to starting up an
enterprise. Figure 2 shows how migrants and local
persons answered six of these questions.

Surprisingly there are not statistically relevant
divergencies in aversion to risks. In comparison to
the sections of the population in the countries of
origin which do not migrate, migrants are perceived
as persons who are generally especially willing to
take risks (Heitmueller 2005). In Germany the fear
of failure when setting up one's own business is
traditionally more pronounced than in many other
countries (Sternberg et al. 2013). It is remarkable
that immigrants to Germany show just as high an
aversion to risk as the local population. Bonin et al.
(2009), who come to a similar result in their study,
see the possible cause in the fact that the image of
migrants was above all characterised by the former
so-called Gastarbeiter (quest workers): such persons
were recruited in a targeted way for certain jobs and
thus did not need to accept any considerable eco-
nomic risk.

Where the tendency to set up one's own enter-
prise is concerned, institutional barriers also exist in
Germany. The worry of possible failure can indeed be
reasonable. In particular, here there are comparati-
vely restrictive requlations relating to remission of
debts when a company fails. Migrants in particular
could tend to expect risks to be higher if they are not
experienced in dealing with German administrations
and see the necessary administrative processes as
daunting.

Although local persons and migrants both take the
view that entrepreneurs are held in high esteem, it
is migrants who see in self-employment good career
chances more often. Likewise, they perceive the re-
porting on start-up activities in the media on aver-
age in a more positive way than local people.

Knowledge of how a business should be run is of
course of central importance for (potential) entre-
preneurs. This is where migrants do more badly than
local persons, at least in their perception of them-
selves: on average they are less often of the opinion
that they have the necessary knowledge for setting
up a business. This is presumably also a problem of
cultural distance, as migrants from innovation-dri-

Figure 2

Statements made by local persons and migrants concerning start-ups
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The Global Entrepreneurship Monitor (GEM)

The Global Entrepreneurship Monitor (GEM) is an international research consor-
tium set up in 1998. Its aim is to analyse start-up activities both internationally
and intertemporally. The focus is on the comparison between different phases of
the start-up activity. To do so, country teams collect data on the adult popula-
tion (18-64 years) on an annual basis. Written expert questionnaires are carried
out to assess framework conditions connected with start-up efforts. In 2012,
69 countries took part in the GEM. Apart from 2007, a complete data series for
Germany for the annual citizen and expert questionnaires and a German coun-
try report have been available since 1999.

The most important unit of measurement in the GEM is the so-called ,total
early-stage entrepreneurial activity" (TEA). It comprises persons who are cur-
rently in the process of setting up their own enterprise (so-called ,nascent
entrepreneurs”) and those who have set up an enterprise in the course of the
last 3.5 years. For the so-called TEA quota, their number is set in relationship
to the total population between 18 and 64 years in the country in question.

All country reports and overall reports providing inter-
national comparisons can be downloaded from the offi-
cial internet site (www.gemconsortium.org). Reynolds et
al. (2005) provides an overview of methodical details.

Please see the following website for the current Country
Report Germany 2012 with further interesting results:

http://doku.iab.de/externe/2013/k130606302.pdf
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ven countries are 47 per cent - that is 8 percentage
points more than local people - of the opinion that
they have the necessary skills at their disposal (see
the info box on page 4 for the definition of "innova-
tion-driven countries").

Finally, role models have an important function to
play in the development of the notion of starting
up one's own self-employed existence. This is whe-
re migrants have a clear advantage as they indica-
ted more often that they know someone personally
who has made him- or herself self-employed in the
recent past.

Institutional framework conditions
for start-ups by migrants

Citizens from countries belonging to the European
Economic Area (EEA) can in principle start up a busi-
ness because they are entitled to economic free-
dom. Iceland, Norway and Liechtenstein belong to
the EEA, as well as, in relation to the possibilities of

The country categories of the Global Competitiveness Report

The 69 countries that took part in GEM in 2012 are divided into three groups
according to the categorisation of the Global Competitiveness Report 2012-
1013 (Schwab/Sala-i-Martin, 2012) based on the argumentation of Porter et
al. (2002). This is particularly the right way of going about it because the
start-up activities in these three groups have very different functions. In other
words: the same quota level for start-ups has a very different significance in
the various groups.

The first group consists of countries with low economic power. Because they
largely achieve their growth from the increased mobilisation of primary pro-
duction factors (land, supplies of raw materials, low-skilled workers, etc.) they
are termed ,factor-driven economies”.

The second group covers political economies which have managed to increase
their standard of living with the help of foreign direct investment (FDI). As
further growth is primarily achieved through increasing efficiency, these coun-
tries are termed ,efficiency-driven economies”. The technologies necessary to
do this usually require to be imported, as the capacities for the generation of
own innovations have not yet been sufficiently developed.

The differentiation to an "“innovation-driven economy”, the third and last
group, is the most difficult according to Porter et al. (2002). Even in efficiency-
driven economies, macroeconomic stability and the guaranteed protection of
private property (both material and intellectual) are important preconditions
for attracting FDI. Additional characteristics for innovation-driven economies
are discernible investment activity in the areas of education, research, and
development - both by the state and private actors.

Like all OECD countries, Germany belongs to the group of innovation-driven
economies. Of the 69 economies participating in the GEM 2012, 23 - apart
from Germany - belong to the innovation-driven group. In the current report
they form the reference group against which Germany is measured.
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starting up an enterprise, de facto also Switzerland.
Citizens from states outside the EEA as a rule require
a residence permit. However they have the possibili-
ty of receiving a residence permit if they start up an
enterprise in Germany which is based on a specific
minimum investment. While it may be true that this
constellation is not very frequent, it is also not an
isolated case, as Block and Klingert (2012) show.

Yet in Germany there are restrictions to economic
freedom in a number of trades. It is said that proof
of specific qualifications is required which is often
difficult to get hold of if migrants have not under-
taken a special training in Germany (for details, see
Kay/Schneck 2012). First and foremost this applies
to craftmen's trades to the extent that require licen-
cing, as well as the free professions. The legislature
has recognised these difficulties and has tried to
alleviate this problem somewhat by way of the "An-
nerkennungsgesetz” (Recognition of qualifications
law)". As this law has only been in force since April
2012, the findings documented here could not ho-
wever have been influenced by it.

Start-up activities of local persons
and migrants in a multivariate
comparison

A simple comparison of the activities of migrants
and local people does not show any significant dif-
ferences between the groups. The structural varia-
tions between them are, nevertheless, so complex
that a purely descriptive and univariate analysis
would not do justice to the situation. For instance,
the differences in the age structure are also depen-
dent on the country of origin and on many other
factors. That is why multivariate processes (Probit
analyses) were carried out which allow various in-
fluences to be observed at the same time. These mo-
dels help to estimate how high the probability is that
a person will have just recently initiated a start up or
is currently on the way to becoming self-employed
(TEA-Konzept, see the info box on page 3).

The multivariate comparison shows that migrants
do indeed start up their own businesses more often
than local persons; nonetheless, at just a little above
one percentage point, the disparity is not particu-

' Law on the improvement in the assessment and recognition of
professional qualifications gained abroad. For more information,
see Bundesministerium fiir Bildung und Forschung (2012).



larly large. On the other hand, at roughly three per
cent, the difference between genders in both groups
is more conspicuous: women set up their own busi-
nesses noticeably less often than men. However fe-
male migrants do not decide to become self-emplo-
yed less often than women born in Germany.

A university qualification raises the likelihood that
one will start up an enterprise considerably; here
the divergence vis-a-vis persons without a univer-
sity qualification likewise amounts to three percen-
tage points. This also applies to local persons and
migrants to the same degree.

And finally, young people start up businesses more
often than older persons, independent of migration
status. Nonetheless the difference is not serious; an
increase in age of ten years lowers the probability of
a start-up by only 0.8 percentage points.

Such percentual information can be easily added
up so that differences between persons with diffe-
ring socio-demographic and education-related cha-
racteristics quickly become visible. For example, the
probability of starting a business for male migrants
with a university qualification is about 7 per cent
higher than for a local women without a university
qualification.

Differences according to countries

of origin

A precise breakdown according to countries of origin
of migrants reveals that only people who immigrate
from an economically highly developed country have
a significantly higher level of starting up a business
than the average local population. The gap between
them and local persons amounts to just under three
percentage points. That said, this does not apply
to women immigrating from these countries: they
have a 3.7 per cent lower probability of starting up
a business than men. Through this it can be stated
for the record that the increased tendency to set up
one's own business, characteristic of migrants, can
essentially be traced back to male migrants from
highly developed industrial states. It may be presu-
med that this group of persons also in many cases
already intended to start up a business when they
immigrated to Germany.

Migrants from countries with a fairly low level
of economic development start up businesses not
more often - but also not less often - than the local
population. This also applies to Eastern European
EU-countries as well as immigrants from the cri-
sis-ridden Euro countries of Ireland, Spain, Greece

and ltaly. Migrants from these states as a rule work
as dependent employees and do not start up their
own business more often than local persons.

The highest positive divergences are shown by the
migrants from the EU states that border Germany on
the west and north . If one lumps the EU countries
without expansions to the east and south, but with
a northern expansion (former EFTA States) together
then these immigrants have a more than 4 percenta-
ge points higher tendency of starting up a business.

Necessity-driven and opportunity
entrepreneurship

As already explained, migrants have more difficul-
ties integrating themselves adequately into the la-
bour market. This is also due to formal handicaps:
not least the obstacles in the recognition of foreign
qualifications and certificates which make it more
difficult for them to find qualified places of work. A
possibility of avoiding these difficulties is the setting
up of one's own business.

In GEM, participants are asked about the moti-
ves that led to the desire to become self-employed.
Here a differentiation is made between "opportunity
entrepreneurs” and "necessity-driven entrepreneurs".
The first kind look for a path to self-employment for
instance to improve their own income or also for

The data on which the survey is based

People who are currently in the process of starting up a business or intend to do
this in the near future always form a very small section of the population. This
makes it very difficult to make statistically reliable - that is, significant - state-
ments about this group. And this is particularly the case when one wishes to
make assertions about a minority within the group of start-up entrepreneurs, for
instance migrants. Nevertheless, despite this and in order to make estimations
concerning the start-up activities of migrants in Germany, a further survey was
started in Germany alongside the actual GEM survey. This adhered precisely to
the GEM questions but was centred on migrants.

This overproportional surveying of migrants makes possible more precise state-
ments about the start-up activities within this small group. In addition, the GEM
surveys of the years 2010 and 2011 were consulted while presuming that in this
fairly short time no large-scale shifts took place. This total of four individual sur-
veys, on which the assessment for Germany rests, consists of 14,861 interviews.
The share of migrants from the first generation in this sample lies at 16 per cent
for the target group of 18- to 64-year-olds..

“With this, the share of migrants lies 3 percentage point above the share of immigrants
(,Zuwanderer") indicated by the Federal Statistical Office (Expertise series 1, series 2.2
.Bevélkerung mit Migrationshintergrund 2011"). This is presumably because of the more
comprehensive survey concept in the GEM (see info box page 3).
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reasons of self-fulfilment. This is different for the
"necessity-driven entrepreneurs” who start up their
business more because of a lack of alternatives and
who would, if in doubt, prefer dependent employ-
ment rather than self-employment. Such a correla-
tion is naturally not conclusive. That is why there is
also a group which cannot be clearly allotted to eit-
her of these two motivations. In addition to this, one
must also presume that the way those interviewed
answer the question can change over time. Someone
who is planning to set up his/her business initially
because of a lack of perspective can later become a
convinced "opportunity entrepreneur”. Nevertheless,
the questions asked within the GEM framework al-
low motives to be roughly classified.

What actually becomes apparent is that migrants
start up a business neither more often nor less of-
ten for "classical" entrepreneurial motives than local
persons. Having said that, they are more often to be
found among the entrepreneurs who set up a busi-
ness because they have a lack of other prospects.
While the divergence from local entrepreneurs may
indeed be significant, it only amounts to one percen-
tage point. All in all, the variation between the moti-
ves of local persons and migrants is fairly small.
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The start-ups of migrants are just as
innovative and export-orientated as those
of the local population
Start-ups are important for the renewal of the
entrepreneurial basis. Even if not every start up is
really innovative, nevertheless it does represent a
challenge to firms that are already active on the
market. Through this, competition is stimulated and
productivity in general increased. If start-ups are
successful then they create permanent jobs.
Whether a start-up is innovative is ascertained
within the GEM through questions relating to pro-
cess and product innovations. In this, the start-ups
belonging to migrants do not differ from those of
local persons. As regards export-orientation one
would expect that the start-ups of immigrants ex-
ported more often to abroad than those of the local
population, however here no significant distinctions
can be demonstrated.

Conclusions

In many ways start-up entrepreneurs are similar to
one another, independently of whether they have
immigrated into a country or not. On the other hand,
migrants are on the whole more often among tho-
se starting up businesses than corresponds to their
share of the population. This is also a reaction to a
lack of perspectives on the labour market. Starting
up a business can be an opportunity to use skills
and knowledge that are not formally recognised in
Germany.

What should be noted here as an important result
is the fact that migrants do not only offer potential
as dependent employees; rather, they also present
themselves as entrepreneurs, thus making an im-
portant contribution to economic development in
Germany. At the same time, though, this potential
is not independent from the land of origin of the
migrants: above all, it is immigrants from western
industrial nations that do indeed start up busines-
ses more often than local persons. Moreover it must
not be overlooked that persons with university-level
qualifications - both migrants and local people - set
up their own businesses more often. A higher cont-
ribution to development can be expected from such
entrepreneurs.
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