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6. Self-employment and entrepreneurship indicators for immigrants

This chapter presents self-employment indicators for immigrants in the European Union
(EU), including self-employment rates and the proportion of self-employed immigrants
with employees. Data are presented for immigrants born in another EU Member State and
for those born outside of the EU and whenever possible, they are disaggregated by gender.
Data are presented for EU Member States and selected Non-EU OECD countries to the
extent possible. Averages are also presented for the EU overall.
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Key messages

e The self-employment rate for immigrants in the European Union (EU) in 2018
was slightly below that of those born in the country of residence. Of the 18.5 million
people that were born in another country working in the EU, about 13% were self-
employed in 2018. This was slightly below the share of self-employed among those
born in the reporting country (14.9%).

e The number of self-employed immigrants increased in the EU from nearly
2.2 million in 2009 to 2.9 million in 2018 (these data exclude Germany because data
are not available prior to 2017). This growth was driven by a 47% increase in the
number of self-employed immigrant women. Despite the absolute increase in the
number of self-employed immigrants, the self-employment rate was essentially
constant between 2009 and 2018.

e There is a substantial gender gap in self-employment for immigrants, which is
consistent with the gender gap in the overall population of the self-employed. In the
EU, immigrant men were about 1.5 times more likely than immigrant women to be
self-employed in 2018 — 17.0% of working immigrant men born in another EU Member
State and 16.2% of those born outside of the EU were self-employed relative to 10.3%
and 9.4% of immigrant women. This is about the same as the overall gender gap in
self-employment (16.9% vs. 9.6%).

¢ Self-employment rates of immigrants varied substantially across the EU in 2018.
Self-employment rates for immigrants were the highest in the Czech Republic (15.1%
for those born in another EU Member State and 34.9% for those born outside of the
EU) and the lowest in Norway (6.2% and 6.0%).

e Overall, immigrant entrepreneurs in the European Union are about as likely to
be job creators as non-immigrants. In 2018, 26.2% of the self-employed born outside
of the EU had one or more employees, which was the same proportion as non-
immigrant self-employed people (26.3%). However, those born in another EU Member
State were slightly less likely to have employees (22.9%).

The policy context for entrepreneurship and self-employment by immigrants

There were approximately 58 million immigrants in the European Union (EU) in 2018,
two-thirds of which were born in a non-EU country. The number of immigrants has
increased by 28% over the last decade (OECD/EU, 201817). This growth has been partly
driven by the increase in the number of asylum seekers and refugees after 2013 which has
started to taper down in 2017 (OECD, 2019pj;). Immigrants face higher rates of
unemployment in all EU Member States than non-immigrants (11.5% vs. 7.5% on average
in 2018), and those from outside of the EU are particularly affected. The gap in
unemployment between the native-born and immigrants has widened in recent years
(OECD/EU, 2018[17). Moreover, employed immigrants with a tertiary education are also
more likely than natives to be overqualified for the job that they hold, and have lower wages
on average. As a result, labour market integration is a major policy priority in the EU. With
the decreasing inflows of refugees, integration policies are also regaining importance
compared to other reception policies for this subset of the immigrant population (OECD,
2019p).
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Self-employment among immigrants

The share of immigrants is increasing faster among the self-employed than
among employees

In 2018, there were 30.3 million self-employed people in the EU and approximately
3.6 million of them were born outside of their current country of residence (11.7%).
Slightly more than 60% of these self-employed immigrants were born outside of the EU
(Figure 6.1). This picture is very similar to that of immigrants who worked as employees;
12.2% of those working as employees in the EU in 2018 were born in another country and
63% of foreign-born employees were born in non-EU countries.

The share of immigrants among the self-employed nearly doubled between 2006 and 2018.
In 2006, 6.1% of self-employed people in the EU were immigrants and approximately 65%
of these were born outside of the EU. Thus, over this 13-year period, the share of the self-
employed who were born in another country increased by about 90%.' This increase is
greater than the increase that was observed among those working as employees over this
period (approximately 65%).

Figure 6.1. Immigrants account for a growing share of the self-employed in the EU
Share of immigrants among the self-employed (15-64 years old) by place of birth
I Born in another EU Member State DO Born outside of the EU
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Note: Self-employment data by place of birth were not reported for Germany prior to 2017. Therefore Germany
has been excluded from the EU total in 2017 and 2018 to maintain comparability over time.
Source: (Eurostat, 201931)

StatLink Sa=m http://dx.doi.org/10.1787/888934066292

The proportion of self-employed people who were born in another country varied
substantially across EU Member States in 2018 (Figure 6.2). However, it is clear that there
is a close relationship between the overall share of immigrants in the labour market and the
share of self-employed people that were born in another country. Immigrants accounted for
the greatest share in Luxembourg in 2018 (59.2%), but this is due to the high share of
foreign-born people in the population — about 57% of people working as employees were
born in another country. A few countries were exceptions to this trend, notably Greece,
Italy, Austria, Ireland, Cyprus and Switzerland where the share of immigrants among the
self-employed was relatively low compared to their overall share in the labour market.
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Conversely, the share of immigrants among the self-employed is greater than the share
working as employees in the Czech Republic, Croatia, Denmark, the United Kingdom and
Malta.

Figure 6.2. Levels of immigrants among the self-employed are largely driven by overall levels
of immigrants in the labour market

Share of immigrants among the self-employed and employees (15-64 years old), 2018

Il Self-employed born in another EU Member StateC_] Self-employed born outside of the EU  ® Employees born in another country (EU or non-EU)
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Note: The EU average does not match the data in Figure 6.1 because data for Germany is included in this total.
Data for Bulgaria, Estonia, Latvia, Lithuania, Poland, Romania, Slovenia and the Slovak Republic are not
reported because the estimates are unreliable due to a small sample size. Similarly, the share of immigrants to
Croatia that were born in other EU Member States among the self-employed is not reported due to reliability
issues.

Source: (Eurostat, 2019(31)

StatLink Sa=m http://dx.doi.org/10.1787/888934066311

Immigrants were slightly less likely to be self-employed in 2018 than non-
immigrants

The self-employed accounted for 14.9% of total employment among those born in the
reporting country and slightly less for those born in another EU Member State (13.7%) or
outside of the EU (13.1%) (Figure 6.3). These rates have been relatively stable since 2007,
but a small increase in the self-employment rate for immigrants was observed between
2009 and 2013. This was followed by a slight decline until 2018, which was a period where
the overall self-employment rate in the EU declined slightly.
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Men who were born in another country are more than 1.5 times as likely to be self-
employed than foreign-born women (Figure 6.4). The self-employment rate for immigrant
men in 2018 was 17.0% for those born in other EU Member States and 16.2% for those
born outside of the EU, compared with 10.3% and 9.4% for women. This gender gap is
approximately the same as the overall gender gap, which was 7.3 percentage points in 2018
(see Chapter 2). The number of self-employed immigrant women increased nearly 50%
over the past decade but the self-employment rate for immigrant women increased only by
about one percentage point because there was a similar increase in employment. The
number of self-employed immigrant men increased by about 27% and the self-employment
rate was essentially constant.

Figure 6.3. Immigrants are less likely to be self-employed than non-immigrants in the EU

Self-employed as a percentage of total employment (15-64 years old), 2007-18
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Note: The data presented in this figure do not include Germany to maintain comparability over time since self-
employment data by place of birth were not reported for Germany prior to 2017.
Source: (Eurostat, 201931)

StatLink Sw=m http://dx.doi.org/10.1787/888934066330
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Figure 6.4. Immigrant men are more than twice as likely to be self-employed than immigrant
women in the EU

Self-employed as a percentage of total employment (15-64 years old)

e \len - born in reporting country ~ eeceeccee Men - born in another EU Member State
% = = = \Men - born outside of the EU Women - born in reporting country
. = «= «\\omen-bominanother EU Member State =~ eeccccee Women - born outside of the EU
20 F
........... /~
............-..........-.............-..----' _ _~;.._...;-=--_-_--... —— n.-—--,,_--;--;- ........
Bl e ee== =TT -
- =a -
e e e B I E———
10— — - L e e S e e e
5
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Note: The data presented in this figure do not include Germany to maintain comparability over time since self-
employment data by place of birth were not reported for Germany prior to 2017.
Source: (Eurostat, 2019(3))

StatLink Sw=m http://dx.doi.org/10.1787/888934066349

Self-employment rates for immigrants varied greatly across EU Member States between
2009 and 2018 (Figure 6.5). In 2018, self-employment rates for immigrants were highest
in the Czech Republic, Malta and the Netherlands. Over the past decade, the greatest
increases in the self-employment rate for immigrants occurred in Estonia, France, Greece,
Latvia, the Netherlands and Spain.

It is also important to recognise that immigrant entrepreneurs have a range of different
profiles. Some are wealthy investors that immigrate on special economic or investor visas
and may have businesses in several countries. These self-employed immigrants often
operate larger businesses that have greater potential for creating employment. Other
immigrant entrepreneurs have a much lower level of resources at their disposal (i.e. human
capital, social capital, financial capital). However, even among groups such as refugees,
some appear to have the potential to create successful businesses that create employment
for others (Box 6.1).
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Figure 6.5. Self-employment rates for immigrants vary greatly by country

Self-employed as a percentage of total employment (15-64 years old)
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Notes: The estimates reported contain series breaks in some countries: Belgium (break in 2017); Czech
Republic (2011), Denmark (2016, 2017), France (2014), Greece (2009), Ireland (2017), Luxembourg (2009,
2015), Portugal (2011), Spain (2009), Switzerland (2010), and Turkey (2014). Estimates of the self-
employment rate of immigrants born in other EU Member States are not reported for Bulgaria, Croatia, Estonia,
Latvia, Lithuania, Poland, Romania, Slovak Republic, and Slovenia. Furthermore, estimates for Iceland are not
reported in 2012 due to reliability issues. Estimates of the self-employment rate of immigrants born outside of
the EU are not reported for Bulgaria, Poland, Romania, and the Slovak Republic. Furthermore, estimates for
Lithuania are not reported for 2009-14, Luxembourg for 2010 and Iceland for 2012 due to reliability issues.
Source: (Eurostat, 201931)

StatLink Sa=r http://dx.doi.org/10.1787/888934066368
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Box 6.1. Entrepreneurship by refugees in EU and OECD countries

Refugees are a sub-group of immigrants, defined as persons who are in need of protection
from outside their country of nationality due to a “well-founded fear of being persecuted
for reasons of race, religion, nationality, political opinion or membership of a particular
social group” (UNHCR, 20114). Before these individuals’ request for refugee status has
been formally processed and approved by the host country, they are referred to as asylum
seekers.

The evidence on the proportion of refugees who start a business is mixed, suggesting that
the scale of self-employment activities by refugees is context-specific. Key determinants
include the culture and country of origin and the institutional and regulatory environment
in the host country.

Recent figures from the Australian Bureau of Statistics suggest that around 10% of refugees
had started their own business after staying in the country for five years and 30% had done
so after ten years of stay (Legrain, 2016(s)). Evidence from Canada shows that refugees are
less likely to be self-employed than the native population during their first three years in
the country, but the proportion of refugees who are self-employed doubles after five years
and exceeds the proportion of the native population (Green, Liu and Ostrovsky, 2016(7).
However, a recent survey of 305 Syrian refugees in Austria, the Netherlands, and the United
Kingdom found that although as many as 32% had owned a business in their home country,
only a few had started a business in their host country and less than 12% had intentions to
become entrepreneurs after their relocation (Deloitte, 2017;7;).

Overall, the existing evidence suggests that many refugee entrepreneurs operate low value-
added businesses. Consequently, few are likely to create employment for others. This is
confirmed by programme monitoring data in Austria, Australia, Canada, Italy, and the
Netherlands (Betts, Omata and Bloom, 2017s).

Many refugee entrepreneurs start businesses due to obstacles faced in the labour market.
They often imitate others in their community, and operate in markets with low barriers to
entry such as retail and wholesale trade or restaurants (Wauters and Lambrecht, 2008 o;;
Wauters and Lambrecht, 200610;; Lyon, Sepulveda and Syrett, 2007;117). These markets
tend to have excess supply and do not offer substantial growth opportunities. Consequently,
the earnings of refugee entrepreneurs are, on average, much lower than other entrepreneurs
(Wauters and Lambrecht, 2006;10)).

Nonetheless, refugee entrepreneurs can be well-placed to cater to niche “ethnic” markets
but there is a risk that this strategy can also limit earnings since these markets are small
(Achidi Ndofor and Priem, 2011y2). Refugee entrepreneurs with higher human and
financial capital are typically more successful in targeting mainstream markets, which are
more profitable (Achidi Ndofor and Priem, 2011;;27). Accessing these markets is a key to
success for refugee entrepreneurs (Kloosterman, Rusinovic and Yeboah, 2016y37).

Source: (OECD, 2019(14))
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Proportion of self-employed immigrants with employees

Self-employed immigrants in the EU are slightly less likely to have employees

In 2018, 26.2% of self-employed immigrants that were born outside of the EU had
employees, which was essentially the same proportion as those self-employed who were
born in the reporting country (26.3%) (Figure 6.6). However, a slightly lower proportion
of self-employed immigrants that were born in another Member State had employees
(22.9%).

As with the self-employment rate, the proportion of the self-employed with employees
varied greatly by country between 2009 and 2018 (Figure 6.7). For example, the share self-
employed people born outside of the EU with employees in 2018 ranged from 13.7% in the
United Kingdom to more than half in Croatia (51.1%), Latvia (51.9%), Estonia (56.1%),
Austria (56.5%), and Hungary (72.5%).

The share of self-employed immigrants who are employers declined slightly between 2006
and 2014, but has increased slightly since. Over the past decade the share of self-employed
immigrants with employees increased in Austria among both those born in another Member
State and those born outside of the EU. The share of employers among self-employed
immigrants born in the EU increased in Denmark, Slovenia and Sweden. Among those born
outside of the EU, the share of employers among the self-employed increased in Croatia,
Cyprus and Poland.

Figure 6.6. Self-employed immigrants born-outside of the EU are more likely to have
employees than those born in other EU Member States

Percentage of the self-employed with employees (15-64 years old), 2002-18
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Note: The data presented in this figure do not include Germany to maintain comparability over time since self-
employment data by place of birth were not reported for Germany prior to 2017.
Source: (Eurostat, 2019(3))

StatLink sa=r http://dx.doi.org/10.1787/888934066387

There is new evidence from Canada that self-employed immigrants can be a substantial
source of job creation (Picot and Rollin, 2019;157). Between 2003 and 2013, immigrant-
owned firms had higher levels of job creation because they operated, on average, newer
companies. Immigrant entrepreneurs were also found to be more likely to operate high-
growth companies than Canadian-born entrepreneurs (Box 6.2).

THE MISSING ENTREPRENEURS 2019 © OECD/EU 2019


http://dx.doi.org/10.1787/888934066387

168 | 1.6. SELF-EMPLOYMENT AND ENTREPRENEURSHIP INDICATORS FOR IMMIGRANTS

Figure 6.7. The proportion of self-employed immigrants with employees varies greatly by
country

Percentage of the self-employed with employees (15-64 years old)
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Note: The estimates reported contain series breaks in some countries: Belgium (break in 2017), Czech Republic
(2011), Denmark (2016, 2017), France (2014), Greece (2009), Ireland (2017), Luxembourg (2015), Poland,
(2010), Portugal (2011), Spain (2009), Switzerland (2010), and Turkey (2014). Estimates of the share of the
self-employed with employees that were born in another EU Member States are not reported for the following
countries due to reliability issues: Bulgaria, Croatia, Cyprus, Czech Republic (2012, 2016, 2018), Denmark
(2009-15), Estonia, Finland, Greece, Hungary (2011), Iceland, Latvia, Lithuania, Malta (2009-14), Norway,
(2009-10, 2012-13), Poland, Portugal (2010-13, 2015), Romania, Slovak Republic, Slovenia, Turkey (2009-
11). Estimates of the share of the self-employed with employees that were born outside of the EU are not
reported for the following countries due to reliability issues: Bulgaria, Estonia (2009-14, 2017-18), Finland,
Iceland, Latvia (2010), Lithuania, Luxembourg, Poland, Romania, Slovak Republic, and Slovenia. Data for
Germany are not reported for 2009-16 because they were not collected.

Source: (Eurostat, 201931)

StatLink sa=r http://dx.doi.org/10.1787/888934066406
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Box 6.2. Country spotlight — Immigrant entrepreneurs as job creators, Canada

A recent analysis by Statistics Canada examined job creation by immigrant entrepreneurs
(Picot and Rollin, 2019;5)). It is the first study to provide a comprehensive overview of
business ownership by immigrants and the employment trends associated with these
businesses.

The study had two objectives:

1. Determine whether immigrant-owned private incorporated companies had lower
or higher levels of job creation or destruction than firms with Canadian-born
owners;

2. Determine whether immigrant-owned firms were more likely to be high-growth or
rapidly shrinking firms than those with Canadian-born owners.

Overall, immigrant-owned firms were more likely than firms with Canadian-born owners
to be job creators (including entrants, incumbents and exits). On average, immigrant-
owned firms accounted for one-quarter of net job creation between 2003 and 2013, while
accounting for 17% of the firms. This was primarily because immigrant-owned firms were
younger. Among all firms, young firms (i.e. those less than five years old) accounted for
40.5% of gross job creation and only 17.2% of job losses. Among immigrant-owned firms,
those under five years old accounted for 62.6% of gross job creation but 32.9% of job
losses (Figure 6.8).

To assess the second objective, the study used the OECD definition of high-growth firms
when determining the likelihood that immigrant-owned firms were high-growth, i.e. firms
with 20% average annualised growth over three consecutive years (OECD, 201716)). New
entrants were excluded from this sample because of the methodological issues of
computing growth rates from zero.

Among firms that were job creators, 27.3% of immigrant-owned firms met the threshold
of being a high-growth firm compared with 21.3% of firms with Canadian-born owners.
Thus, immigrant-owned firms were 28% more likely to be high-growth firms. Logistic
regressions examined potential factors that could determine the likelihood of being a high-
growth firm (Table 6.1). Educational attainment of the immigrant business owner made
very little difference, as did their immigration class with the exception of refugees being
about one percentage point more likely to have a high-growth firm relative to economic
and family class immigrants. Country of origin had only a small effect of approximately
one percentage point.

The main conclusion of the study is that immigration led to the creation of new, young and
dynamic private incorporated firms over the period studied. This positive finding is likely
due to the overall success of the immigration system in integrating immigrants into the
labour market. Canada admits the largest number of skilled labour migrants in the OECD
and has the most carefully designed and longest-standing skilled migration system in the
OECD (OECD, 2019;17)).
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Figure 6.8. Immigrant-owned firms were more likely to be job creators

Share of gross job creation, gross job destruction and net growth, by firm age and firm ownership status,

pooled data from 2003 to 2013
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employment. The numbers for gross job destruction include firm-year observations with a strictly negative
change in employment. The numbers for net job growth consider all firm-year observations, including those

with unchanged employment. Percentages may not add up to 100% because of rounding.
Source: (Picot and Rollin, 2019157)

StatLink Sw=m http://dx.doi.org/10.1787/888934066425

Table 6.1. More than one quarter of immigrant-owned businesses are high growth firms

Estimated probability of immigrant-owned firms being high-growth or rapidly shrinking incumbent

(continuing) firms based on logistic regression, by owner characteristic

Probability of being high-  Probability of being rapidly

growth firms (%) shrinking firms (%)

Immigration class of the owners

Economic 27.0 19.9
Family 271.3* 196*
Refugee 28.2%** 19.7
Other 27.0 19.8
Mixed 27.6* 194+
Region of origin

English-speaking regions (all) 26.1 19.7
Western Europe 27.7 18.9*
Eastern Europe 26.8 ** 18.9 ***
North Africa and the Middle East 28.1 ™ 204 ™
Africa (except North Africa and the Middle East) 26.2 204
India (including other countries in the region) 27.9 ™ 19.8
China (including other countries in the region) 28.0 ™ 19.8

Note: * indicates significantly different from reference category (p < 0.05); ** significantly different from

reference category (p < 0.01); *** significantly different from reference category (p < 0.001).

Source: (Picot and Rollin, 2019157)
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Self-employed immigrants are slightly more likely to not have enough work to
hire employees

It is important to recognise that not all self-employed people want to hire employees. In
2017, about one-third of self-employed immigrants in the EU indicated that they did not
have enough work to hire employees (Figure 6.9). This reason was reported by 32.4% of
self-employed immigrants without employees who were born in another country and by
31.0% of those born in the reporting country. Another important reason for working alone
is simply the preference for working alone. This was cited by about one-quarter of the self-
employed without employees, regardless of where they were born.

Figure 6.9. One-third of self-employed immigrants in the EU do not have employees because
they do not have enough work

Percentage of the self-employed that do not have employees, 15-64 years old, 2017
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Note: Data for Germany are included in the EU total in this figure.
Source: (Eurostat, 20171s1)

StatLink Sw=m http://dx.doi.org/10.1787/888934066444

Conclusions

Overall, immigrants are slightly less likely to be self-employed in the EU than those who
were born in their country of residence. While many immigrants come from more
entrepreneurial cultures, immigrant entrepreneurs often face greater barriers to
entrepreneurship than the non-immigrants. These challenges are linked to language
barriers, adjusting to a new culture, navigating a new institutional environment, a lack of
credit history, legal status and eligibility to work, and small professional networks. These
obstacles compound the typical barriers to business creation. Moreover, immigrants often
have low levels of awareness of available support (e.g. entrepreneurship training
programmes, grant schemes), and report that it is not accessible (e.g. support is not provided
in multiple languages) or sufficiently adapted to their needs. However, these barriers vary
greatly within the population of immigrants since some have very high levels of human,
social and financial capital (e.g. international investors), while others typically have low
levels of capital (e.g. refugees).

To be effective, public policy actions must account for the complexity of immigrant’s needs
since they go beyond business start-up support. Keys to success for immigrant
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entrepreneurship support are effective outreach and strong linkages with social and labour
market integration policies and programmes for immigrants.

For more information and policy discussion on immigrants’ self-employment and
entrepreneurship activities, please refer to (OECD/EU, 2014197), (European Commission,
2016p207) and (OECD, 2010;217). For more information about entrepreneurship by refugees,
please refer to (OECD, 2019147). Examples of recent policy actions to support immigrants
and refugees in entreprencurship are contained in the country profiles in Part III of this
report, notably the profiles for Germany, Lithuania, Luxembourg and Sweden.

Notes

! This growth rate was computed by excluding Germany from the EU total in 2018 because data by
place of birth for Germany were not reported before 2017.
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