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Executive Summary

Immigrant entrepreneurship is high on the agenda of national and local policymakers on both sides of the
Atlantic. The propensity of foreign-born workers to start or take over businesses (thus creating jobs) and
their capacity to expand beyond ethnic markets into high-value-added and innovative ventures promise
significant rewards for host countries. Starting a business can be a strategy to improve labor market
integration for resident immigrants, as a way out of underemployment or unemployment. Immigrant
entrepreneurship also holds a great deal of promise for promoting the even distribution of the benefits

of immigration within a country, due to its potential to counteract demographic and economic decline

of struggling areas and localities, and to increase the global attractiveness of cities and regional hubs.

The economic crisis has only added to the appeal of migrant entrepreneurship, as local and national
policymakers face deteriorating labor market conditions and shrinking public budgets.

While immigrants tend to set up businesses at higher rates than their native-born peers, they typically

face greater obstacles to starting up, maintaining, and expanding their businesses. Limited country-
specific human and social capital, coupled with greater difficulties in accessing credit from official financial
institutions, may prevent migrant entrepreneurs from releasing their full potential to promote the
socioeconomic revitalization, growth, and competitiveness of host countries.

To tackle these obstacles and reap the benefits of immigrant entrepreneurship, governments in host
countries have turned to a mix of targeted and mainstream business-support programs. Those programs
specifically designed for immigrant entrepreneurs often consist of tailored training services, as well as
mentoring and networking initiatives aimed at enhancing immigrants’ language proficiency, business
skills, and professional contacts. Initiatives to improve the creditworthiness of immigrants (and their
businesses) and to facilitate access to start-up and expansion capital are also common. Such initiatives may
serve immigrants or the areas and neighborhoods where they concentrate. Their value lies in offsetting the
specific disadvantages that immigrants—and especially the newly arrived—encounter in setting up and
developing businesses.

While immigrants tend to set up businesses at higher rates than
their native-born peers, they typically face greater obstacles to
starting up, maintaining, and expanding their businesses.

Mainstream business-support programs—that is, those open to the entire resident population—can also
foster immigrant entrepreneurship if immigrants can easily access them. These programs tend to offer
higher-end business-support services (such as incubators for high-tech start-ups) than do programs
targeting immigrants. However, immigrants may face obstacles to accessing and benefitting from these
programs. Such obstacles often stem from a lack of language proficiency or from mainstream business
service providers’ lack of familiarity with migrant populations. To address these problems, public policies
and private initiatives should facilitate migrants’ access to mainstream business-support programs and
adapt mainstream services to diversity.

Targeted and mainstream business-support programs are complementary ways to foster migrant
entrepreneurship. These programs should also be embedded in a broader policy strategy to create

an entrepreneurship-friendly environment. Structural policy interventions in the areas of general
administration, taxation, labor market regulation, education, and research are all key to such a strategy,
which can be implemented cost-effectively through public-private partnerships.

Policies to Support Immigrant Entrepreneurship I
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1. Introduction

Since the start of the new millennium migrant entrepreneurship has gained increasing attention

from policymakers on both sides of the Atlantic. Most Organization for Economic Cooperation

and Development (OECD) countries have implemented policies to attract talented foreigners with
entrepreneurial ideas and skills, and continued to promote immigrant entrepreneurship during the
economic crisis.! In the context of a traditionally widespread and celebrated entrepreneurial culture,
top settlement countries (such as Canada, Australia, the United States, and New Zealand) have been the
first to recognize the value of migrant entrepreneurship for economic competitiveness and innovation.
European countries have also started to acknowledge the key role that migrants can play in promoting
sustainable growth and employment.?

In many host countries, it has been noted that immigrants are more likely to start businesses than their
native-born peers.? This may be explained in part by positive self-selection in the migration process
and by migrants’ tendency to take greater risks, on average, than the native born. Also, both low-

skilled and highly qualified migrants may use entrepreneurship as a strategy to overcome obstacles to
successful labor market integration, be those obstacles to accessing qualified employment or to upward
occupational mobility.

The businesses set up by immigrants make a non-negligible contribution to employment creation in
OECD countries—a contribution that was seen to grow steadily in the decade preceding the start of the
economic crisis.* Immigrant entrepreneurs create jobs not only for their diaspora but also for the native

1  Over the past four years, most European Union (EU) and Organization for Economic Cooperation and Development (OECD)
countries have tightened labor and even family migration policies, while they have continued to facilitate the immigration of
qualified entrepreneurs and investors. In the United Kingdom, for example, the government recently capped the migration of
employer-sponsored, skilled workers but left the entry of entrepreneurs and investors uncapped; it also created a new Grad-
uate Entrepreneurs route for graduate students with innovative ideas. For a more detailed discussion of targeted migration
policies for the admission of foreign entrepreneurs and investors, see Maria Vincenza Desiderio, “Legislation and mecha-
nisms of stimulating migration of investors and entrepreneurs,” in Economic migration regulation: existing mechanisms and
practices of attracting, selecting and admitting foreign labour force, as well as coordinating labour migration management in
Eastern Europe and Central Asia, Materials of the regional practical seminar (Moscow: International Organization for Migra-
tion, 2014), http://moscow.iom.int/russian/publications/seminarMOM_AS5web.pdf; Maria Vincenza Desiderio, “Migration
Policies in OECD Countries to Manage the Migration of Foreign Entrepreneurs and Investors,” in Open for Business: Migrant
Entrepreneurship in OECD Countries (Paris: OECD, 2010); Madeleine Sumption, “Visas for Entrepreneurs: How Countries are
Seeking Out Immigrant Job Creators,” Migration Information Source, June 2012, www.migrationpolicy.org/article/visas-en-
trepreneurs-how-countries-are-seeking-out-immigrant-job-creators/.

2 Inrecent communications on the topics of entrepreneurship, economic growth, migration, and integration, the European
Commission has repeatedly stressed the important contribution that migrant entrepreneurs can make to the economies of
their receiving countries. European Commission, “Communication from the Commission to the European Parliament, the
Council, the European Economic and Social Committee and the Committee of the Regions: Entrepreneurship 2020 Action
Plan—Reigniting the Entrepreneurial Spirit in Europe,” Communication COM (2012) 795 final, European Commission,
Brussels, 2012; European Commission, “Communication from the Commission to the European Parliament, the Council, the
European Economic and Social Committee and the Committee of the Regions: The European Agenda for the Integration of
Third-Country Nationals,” Communication COM (2011) 455 final and SEC (2011) 957 final, European Commission, Brussels,
2011.

3 Inthe period 2007 to 2008, 12.6 percent of migrants of working age were self-employed on average across OECD countries,
compared with 12.0 percent of natives, according to a recent OECD study. Even after controlling for individually observed
characteristics (i.e., education, age, gender), migrants were more likely to be entrepreneurs than the native-born population.
Furthermore, the proportion of new entrepreneurs in the active population was higher for the foreign born than for the
native born over the decade 1998 to 2008. In the United States, data on business ownership patterns from the 2010 Current
Population Survey show that 10.5 percent of the immigrant workforce owned a business, compared with 9.3 percent of the
U.S.-born workforce. See, respectively, OECD, Open for Business: Migrant Entrepreneurship in OECD Countries; Maria Vincenza
Desiderio and Josep Mestres, “Migrant Entrepreneurship in OECD countries,” in International Migration Outlook 2011 (Paris:
OECD, 2011); and Robert W. Fairlie, Immigrant Entrepreneurs and Small Business Owners and their Access to Financial Capital
(Washington, DC: U.S. Small Business Administration, Office of Advocacy, 2012), www.sba.gov/advocacy/7540/141841.

4 From 1998 to 2008, migrant entrepreneurs employed an annual average of 2.4 percent of the total employed population in
OECD countries; OECD, Open for Business.
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born.® This is especially the case where immigrant entrepreneurship has extended beyond traditional
ethnic business (i.e., small shops catering to diaspora communities) and has spread to a wide range of
sectors, including high-value-added and innovative activities.® Building on their transnational ties and on
the knowledge of the markets in their countries of origin, migrant entrepreneurs can also help spur trade in
their host countries, reducing information and transaction costs.”

For cities and regions, migrant entrepreneurship can be a strategic resource to foster economic activity and
social inclusion, hence their attractiveness to new residents. At one end of the spectrum, small immigrant
businesses (e.g., shops) in urban neighborhoods or areas neglected by native entrepreneurs and suffering
demographic decline can help regenerate those areas. At the other end of the spectrum, migrant enterprises
in high-value activities help create urban and regional innovation hubs that are in turn key to the growth
and competitiveness of national economies.

At little cost, immigrant entrepreneurship has much to contribute
to the creation of jobs...and economic revitalization and growth.

Against the backdrop of the economic crisis, these benefits look all the more appealing to local and national
policymakers striving to counteract the deterioration of labor market conditions amid shrinking public
budgets. In particular, the positive correlation of highly skilled migration and high-quality entrepreneurship
with innovation and the expansion of the knowledge-based economy is seen as a critical element of
recovery.®

At little cost, immigrant entrepreneurship has much to contribute to the creation of jobs (for both
migrants and the native alike) and economic revitalization and growth. For these benefits to be long term,
they must be supported by appropriate policies. Even before the economic downturn, immigrants faced
multiple obstacles to setting up, maintaining, and expanding a business. Some of these challenges are also
shared with small and medium enterprises (SMEs) established by natives, but others are peculiar to or
disproportionately affect migrants. The economic crisis has exacerbated these constraints, threatening the
success of business ventures.

This report reviews the obstacles that hamper the capacity of immigrant entrepreneurship to realize

its full potential in contributing to the socioeconomic welfare and competitiveness of host countries. It
describes the mix of targeted and mainstream support initiatives and structural policy measures available
to policymakers and other relevant stakeholders on both sides of the Atlantic to help overcome those
obstacles, with a focus on initiatives implemented at the local level.

5 Peter S. Li, “Chinese Entrepreneurship in Canada,” in Open for Business: Migrant Entrepreneurship in OECD Countries (Paris:
OECD, 2010).

6  Over the period 1995 to 2005, 52 percent of the high-tech start-ups created in the Silicon Valley were funded by migrants;
Vivek Wadhwa, AnnaLee Saxenian, and F. Daniel Siciliano, Then and Now: America’s New Immigrant Entrepreneurs, Part VII
(Kansas City, MO: Kaufmann Foundation, 2012), http://papers.ssrn.com/sol3/papers.cfm?abstract id=2159875. On the
contribution of migrant entrepreneurship to innovation, see Jennifer Hunt and Marjolaine Gauthier-Loiselle, “How Much Does
Immigration Boost Innovation?” (working paper NBER 14312, National Bureau of Economic Research, Cambridge, MA, Septem-
ber 2008), www.nber.org/papers/w14312.pdf. For a discussion of the positive correlations of cultural diversity, innovation, and
entrepreneurship in the London city area, see Max Nathan and Neil Lee, “Cultural Diversity, Innovation, and Entrepreneurship:
Firm-level Evidence from London,” Economic Geography 89, no.4 (2013): 367-94.

7  Andreas Hatzigeougiou, “The Contribution of Migrants in Enhancing Foreign Trade,” in Open for Business: Migrant Entrepre-
neurship in OECD Countries (Paris: OECD, 2010).

8 European Commission, “Entrepreneurship 2020 Action Plan;” European Commission, “Communication from the Commission
to the European Parliament, the Council, the European Economic and Social Committee and the Committee of the Regions: An
Agenda for New Skills and Jobs—A European Contribution Toward Full Employment,” COM (2010) 682 final, European Com-
mission, Brussels, 2010.
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Il. The Challenges Faced by Immigrant Entrepreneurs

Despite higher rates of entrepreneurship among immigrants (as compared to the native born) across
OECD countries, immigrant businesses have significantly lower survival rates than enterprises created
and run by the native born.®? Furthermore, in most OECD countries, immigrant enterprises tend to be in
low-value-added sectors. These characteristics stem from tighter financial capital constraints, limited
country-specific human and social capital, a lack of familiarity with the functioning of local markets, and
greater difficulty navigating regulatory frameworks. Immigrants’ legal status may also affect the life span
and characteristics of their enterprises. The specific obstacles facing immigrant entrepreneurs tend to
decrease with continuing residence in the host country. But such obstacles are to be faced throughout the
life cycle of an entrepreneurial venture and may limit immigrants’ opportunities to extend beyond ethnic
businesses.

Immigrant businesses have significantly lower survival rates than

enterprises created and run by the native born.

A. Difficulties Accessing Credit from Financial Institutions

Alack of adequate funding is a major obstacle to the start-up and development of SMEs, regardless of the
owner’s national origin. Nevertheless, credit constraints tend to be greater for immigrant entrepreneurs
than for the native born. The main reasons for this lie in the characteristics of immigrant entrepreneurs
and their enterprises, as well as mainstream credit institutions’ lack of familiarity with—and possible
discrimination against—immigrant borrowers.

Immigrant entrepreneurs typically have shorter credit histories in their host countries than do the

native born. Furthermore, in the absence of processes to recognize credit scores from other countries

or exchange information between national credit registers, migrants’ credit history in their countries

of origin does not serve them. Moreover, immigrants are more likely to lack collateral (e.g., home
ownership) than the native born.! Immigrant enterprises also have higher failure rates. All in all,

these characteristics expose credit institutions to greater default risks when lending to immigrant
entrepreneurs. The perception of such risks is often amplified as a result of cultural barriers and financial
institutions’ inadequate knowledge of this group of clients. As various studies have demonstrated,
immigrant entrepreneurs can face discrimination from banks and are more likely to be denied credit

or charged higher interest rates than their native counterparts with similar characteristics.* With the

9  Arecent OECD study found that persistence in entrepreneurship is lower for migrants than for the native born in almost all
OECD countries; Desiderio and Mestres, “Migrant Entrepreneurship in OECD countries”. This finding is consistent with avail-
able national studies based on longitudinal surveys of enterprises. Thus, results from a targeted interrogation of the French
Information System on New Enterprises (SINE Survey) for the period 2002-06 have shown that, although foreign nationals
were more likely to create new businesses, immigrant businesses had 27 percent less chance of surviving after five years
compared with French-owned enterprises, controlling for all other factors. See Yves Breem, “Business Creation in France by
Entrepreneurs from Outside the European Union,” in Open for Business: Migrant Entrepreneurship in OECD Countries (Paris:
OECD, 2010).

10 For an analysis of the correlation between home ownership and business formation among immigrants in the United States,
see Fairlie, Immigrant Entrepreneurs and Small Business Owners.

11 David G. Blanchflower, Phillip B. Levine, and David ]J. Zimmermann, “Discrimination in the Small-Business Credit Market,”
Review of Economic and Statistics 85, no.4 (2003): 930-43; Giorgio Albareto and Paolo Emilio Mistrulli, “Bridging the Gap
between Migrants and the Banklng System” (MPRA Paper 264—76 Umver51ty Library of Mumch Germany, October 2010)
http: ub. h 26476/1/Alb b
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financial crisis limiting credit supply, the reluctance of banks to lend to immigrant entrepreneurs (and to
SMEs in general) has only increased.?

Business-sector entry depends, above all, on capital requirements. Thus, limited access to credit from official
financial institutions favors the concentration of immigrant enterprises in limited value-added activities

in sectors with low barriers to entry—such as construction, retail trade, and catering. Immigrants tend to
rely disproportionately on personal, family, and community resources to finance their business ventures.
This in turn increases the likelihood that immigrants will set up traditional businesses with limited capacity
for expansion beyond the immigrant community. In the ensuing phases of the business life cycle, a lack of
adequate funding to foster future growth and expansion is a major reason for business failure.?

B. A Lack of Familiarity with the Local Markets and Business Environment and Difficulties

Dealing with Administrative Burdens

Immigrants—new arrivals in particular—often lack full mastery of the host country’s language and
country-specific business skills. They also have limited familiarity with the mainstream business-support
infrastructure. Thus, they face greater difficulties than the native born in fulfilling the various procedures
for business setup and development—from drawing up business plans and submitting requests for start-
up capital from financial institutions, to registering the enterprise and dealing with fiscal declarations,
recruitment procedures, and social security obligations. Moreover, (first-generation) immigrant
entrepreneurs generally cannot count on established business networks to build and expand their suppliers
and customer base.

Lack of country-specific human capital and networks also make immigrant entrepreneurs disproportionally
vulnerable to administrative burdens, as they lack key resources to navigate intricate bureaucratic
regulations and procedures.™*

In the absence of targeted policy measures and initiatives to support immigrant entrepreneurs, these
resource deficits may drive migrant entrepreneurs’ strong reliance on diaspora networks and the clustering
of immigrant businesses into ethnic markets.

C. Immigration and Visa Policies

In the past 15 years, OECD countries have increasingly adopted or reformed immigration policies to attract
migrant entrepreneurs and investors. These targeted policies have aimed at attracting and selecting
immigrants with enough human and financial capital to make their business ventures succeed in host
countries, thus contributing to economic growth and competitiveness.'®

In some countries such policies are designed to encourage immigrants’ settlement and investment
in specific regions or areas, so as to facilitate subnational policymakers’ efforts to promote economic
development or to build business and technology clusters. For example, Australia and Canada both have

12 European Commission, “Entrepreneurship 2020 Action Plan.”

13 Breem, “Business Creation in France.”

14 In general, complicated regulatory frameworks, red tape, and requirements for business registration and affiliation pose major
obstacles to entrepreneurs, particularly small-business owners. The European Commission has recognized that the regulatory
burden is a major obstacle to entrepreneurship in EU Member States. Nearly three-quarters of European residents consider it
too difficult to start their own business because of administrative complexities; European Commission, Flash Eurobarometer no.
354, Entrepreneurship and Beyond (Brussels: European Commission, 2012), http://ec.europa.eu/public_opinion/flash/fl 354
en.pdf.

15 For a comprehensive discussion of policies implemented in OECD countries for the admission of foreign entrepreneurs and
investors, see Desiderio, “Legislation and Mechanisms for Stimulating Migration of Entrepreneurs and Investors;” Desiderio,
“Migration Policies in OECD Countries;” and Sumption, “Visas for Entrepreneurs.”
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programs that—to different extents—delegate authority over the immigration of business owners to
states, territories, or provinces.!®

However, across the OECD only a tiny fraction of immigrant entrepreneurs enter their destination country
on a permit specific to migrant entrepreneurship.!” The majority of immigrants who set up businesses

in their host countries are initially admitted through other migration streams, such as for employment

or study. Human and social capital specific to the host country grows with length of residence; this

is consistent with the finding that most self-employed immigrants have resided longer in their host
countries than employed immigrants.!®

Moreover, secure resident status is a fundamental prerequisite for immigrant business development and
competitiveness. Migrants on short-term temporary visas are unlikely to be granted credit from official
financial institutions and may experience greater difficulties when engaging with suppliers and recruiting
talented employees, compared with long-term or permanent residents.

Thus, the regulations governing the admission of (skilled) workers and students, status changes from
employment and study visas to entrepreneurship permits, and the path to permanent residence may have
a substantial influence over patterns of migrant entrepreneurship.'® While targeted policies for admitting
entrepreneurs and investors may be a useful tool to ensure that immigration rules are no obstacle for
talented and/or well-resourced entrepreneurs to get into the system, their scope is inevitably limited by
comparison. Governments seeking to boost immigrant entrepreneurship may well get the most returns
from efforts to support business activities among resident immigrant populations, as the following section
discusses.

Il1l. Policies to Support Immigrant Entrepreneurship

Two broad groups of policy measures help immigrant entrepreneurship to thrive: business-support
programs that address the mainstream population or specifically target migrants, and structural policies
that aim to create an environment conducive to entrepreneurship and innovation. These policies should
be considered complements to any strategy to realize the potential of immigrant entrepreneurship—not
least because even the most talented and well-financed immigrants need a supportive environment to
flourish and prosper over time.

A. Business-Support Programs

Business-support programs aim to empower entrepreneurs by fostering their human, social, and financial
capital, and to enable favorable conditions for business establishment and growth. Public authorities

and private stakeholders may participate in the design, funding, and delivery of these programs. Public
initiatives are commonly funded to a greater or lesser extent at the national level,?° and are implemented
by regional and local authorities in cooperation with semi-public institutions (such as chambers of

16 Madeleine Sumption, Giving Cities and Regions a Voice in Immigration Policy: Can National Policies Meet Local Demand? (Wash-
ington, DC: Migration Policy Institute, 2014), http://migrationpolicy.org/research/giving-cities-and-regions-voice-immigra-
tion-policy-can-national-policies-meet-local-demand.

17 Desiderio and Mestres, “Migrant Entrepreneurship in OECD Countries;” Sumption, “Visas for Entrepreneurs.”

18 Desiderio and Mestres, “Migrant Entrepreneurship in OECD Countries;” OECD, Open for Business.

19 The positive role of an immigration system geared toward attracting entrepreneurial migrants with innovative ideas to the
United States has been widely recognized in the literature; Jennifer Hunt, “Skilled Immigrants’ Contribution to Innovation and
Entrepreneurship in the United States,” in Open for Business: Migrant Entrepreneurship in OECD Countries (Paris: OECD, 2010);
Wadhwa, Saxenian, and Siciliano, Then and Now.

20 In EU Member States, EU financial instruments also contribute to funding business support programs.
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http://migrationpolicy.org/research/giving-cities-and-regions-voice-immigration-policy-can-national-policies-meet-local-demand
http://migrationpolicy.org/research/giving-cities-and-regions-voice-immigration-policy-can-national-policies-meet-local-demand

MIGRATION POLICY INSTITUTE gj

commerce, trade unions, and business associations), nongovernmental organizations (NGOs), and other
private organizations. Private business-support programs are generally initiated by private associations,
credit unions, banks, or philanthropic foundations and trusts, often emanating from big corporations.
Typically, participation in these programs is free of charge. In some cases, notably when programs are
funded by private or semi-public associations, the payment of a small membership fee may be required.

l. Types of Mainstream Business-Support Services

Most business-support programs focus on SMEs in the start-up phase. A vast array of services may be
provided under such programs, including:

= Entrepreneurship training such as support in developing business plans; courses on
accountancy, marketing, economic and financial literacy, and business regulations; information
and communication technology (ICT) training.

= Help with the fulfillment of administrative procedures for business setup, including
business registration, or affiliation with the relevant chamber of commerce or professional body:.

= Counseling for complying with tax regulations, labor law, and social security obligations.
® Legal advice on licensing and intellectual property.

= Mentoring and support in accessing relevant business networks and in establishing contacts
with suppliers and potential customers.

= Help in raising start-up (or expansion) capital through facilitated access to bank loans
and unconventional finance such as microcredit instruments, and seed and first-round equity
investments by venture capitalists and business angels.

Box |. One-Stop Shops: Barcelona Activa Entrepreneurship Center

The Entrepreneurship Center of Barcelona Activa—the Barcelona City Council’s economic development
agency—was established in 2004.The center provides both online and on-site services that support
entrepreneurs at each step, from developing business ideas to creating a company. Training activities,
conferences, and workshops are tailored specifically to the needs and priorities of entrepreneurs in different
economic sectors. The training offered includes “knowledge pills” or short sessions on technical areas,
“knowledge weeks” for established entrepreneurs, and special summer training. The center also offers
one-on-one coaching, mentoring opportunities, free access to pre-incubation spaces, facilitation and advice
on accessing conventional and nonconventional finance, and assistance in the transition between business
creation and business expansion. In 201 | Barcelona Activa won the European Commission’s European
Enterprise Promotion Award—an initiative rewarding the success of programs initiated by public bodies

or public-private partnerships in promoting entrepreneurship at national, regional, and local levels. By then,
according to the European Commission, the project had coached more than 134,000 individuals, and more
than 222,000 people had attended its events each year. Between 2004 and 201 | it helped create 6,214 new
businesses and | 1,800 new jobs.

Sources: European Commission, “European Enterprise Awards—2011 Winners,” accessed August 4, 2014, http://

ec.europa.eu/enterprise/magazine/articles/smes-entrepreneurship/article_11004_en.htm; Barcelona Entrepreneurship
Centre—Barcelona Activa, “All about Barcelona Activa,” accessed August 4, 2014, www.barcelonactiva.cat/barcelonactiva/

en/all-about-barcelona-activa/who-we-are/promocio-de-la-iniciativa-emprenedora/index.jsp.
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These services may be dispensed separately under different initiatives, or combined into a
comprehensive package. Good practice examples of the latter include one-stop shops for entrepreneurs,
and business incubators. One-stop shops aim at facilitating local entrepreneurs’ access to and use of
business services by bringing together a full portfolio of support services under a single point of contact.

Business incubators are property-based ventures that, in addition to the wide range of services provided
by one-stop shops, also offer physical infrastructure—such as office spaces and laboratories—to start-
ups. These facilities are often geared toward high-tech enterprises.?! Shared business facilities and
coworking spaces enhance networking opportunities for nascent entrepreneurs, helping them to grow
their business. Such one-stop shops are more frequently found in big cities, although initiatives to
provide comprehensive business support across larger regions are on the rise.?

Business services can be designed to support enterprises in all types of industries, or can be tailored to
specific sectors. In advanced economies on both sides of the Atlantic, high-tech and high-value-added
enterprises have increasingly become a focus of entrepreneurship-related public policies and public-
private partnerships. In the past 20 years, targeted initiatives to foster business start-up and growth

in ICT, biotechnology, and other innovative sectors have flourished. Cities, in particular, have promoted
high-tech clusters and innovation-based incubators (e.g., offering funding, facilities, or policy support)
as incentives for attracting talented entrepreneurs and empowering them to succeed in their business
ventures so they may contribute to cities’ economic growth, competitiveness, and global image.

Mainstream business-support programs are generally available to the entire population of a given
country or region, including resident migrants. However, migrants—especially new arrivals—may, in
practice, find it difficult to access those programs or make the best use of them.

In addition to general mainstream programs, special programs may target particular groups of the
population that have low rates of entrepreneurship or are in a vulnerable socioeconomic situation—
such as women, people with disabilities, young people, and the unemployed. Specific initiatives may also
promote entrepreneurship in economically depressed regions or urban neighborhoods. Since migrants
tend to be overrepresented in socially and economically disadvantaged groups and areas, they may be an
indirect target of many of these measures.

2. Targeted Business-Support Programs for Immigrant Entrepreneurs

In addition to mainstream business services, many OECD countries have support programs that

directly target immigrant entrepreneurs. These programs aim to help immigrants overcome the specific
challenges that they may face when setting up and expanding a business. They may be offered to all
immigrants or to specific subgroups, such as newly arrived immigrants, immigrant women, or refugees.
When they stem from a public initiative, targeted business-support schemes for immigrants are typically
implemented in the context of comprehensive integration plans, as a part of the broad range of measures
adopted to facilitate the successful insertion of immigrants in the receiving society.

Targeted business-support programs for immigrant entrepreneurs are particularly common in
traditional immigration destinations such as the United States and Canada, and in European countries

21 This report follows the OECD definition of business incubators. See OECD, Technology Incubators: Nurturing Small Firms
(Paris: OECD, 1997): “Incubators are mid-term resources through which newly-established enterprises are nurtured, typ-
ically for a period up to their first three years of activity.” See also European Commission, Directorate General for Regional
Policy (DG REGIO), The Smart Guide to Innovation-Based Incubators (Brussels: European Commission, 2010). Holistic
business support may also be provided through business accelerators; these operate in a similar manner to incubators, but
focus on the growth phase of the assisted companies, providing support for a period of two to six months.

22 Thus, for example, in Denmark the business incubation program Vakstfabrikkerne (“the growth factories”), launched in
2010, operates throughout the region of Zealand, and consists of ten business incubators established across the region. In-
cubated enterprises enter into a 1.5- to 3-year individually tailored “growth program” consisting of mentoring, networking
activities, and an educational course in cooperation with a regional university. See Vaekstfabrikkerne, “Kom Videre Med Din
Virksomhed,” accessed August 20, 2014, http://vaekstfabrikkerne.dk/.
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Box 2.Targeted Local Support for High-Tech Innovative Entrepreneurship

London stands out as Europe’s technology capital in a growing European scene of local ecosystems that
support innovative start-ups. Its leading position largely stems from Tech City, a start-up cluster in East
London and neighboring districts that has flourished in recent years. Like Silicon Valley in the United States,
Tech City emerged from private initiative, as a naturally growing cluster of businesses. Over time, it has
increasingly benefited from public-private partnerships and from the support of the British government.

The number of tech companies operating in the area has grown significantly, from 200 in early 2010 to
1,300 in January 2013, and dozens of coworking spaces, business incubators, and accelerators have been
created. Big companies such as Facebook, Google, Intel, and Vodafone have invested in the area. Notably, in
201 | a Google campus was established, functioning as an incubator and start-up training center. Imperial
College London, Loughborough University, City University London, and University College London are
academic partners in projects based in the cluster.Various civil-society organizations are also active in
offering services to entrepreneurs. Central government measures to foster cluster growth include the Seed
Enterprise Investment Scheme, which has reduced the risk of losing an investment in start-ups—in some
cases to almost zero—and tax breaks, which have made it easier to raise up to £2 million to get a start-
up off the ground. Migration regulations facilitating the admission of migrant entrepreneurs and investors
through dedicated visas, and the creation of the Tech City Investment Organization to promote the area
overseas, aim to attract global talent and venture capitalists from abroad.

With the aim of better positioning France in the competition to attract talented entrepreneurs and
investors, a project named 1000 Start-ups has been set up in Paris by a public-private partnership involving
the founder of lliad (among the biggest telecommunications groups in France), Paris City-Hall, and the
National Deposit. The project is set to create the world’s largest digital technology incubator, making more
than 30,000 square meters of office space available to start-ups as of 2017. It will tackle a major obstacle to
setting up businesses in Paris—namely, high rents.The incubator will be located in a neighborhood with a
high concentration of university institutes, thus encouraging networking and cooperation with academia.

Sources: Matt Cowan, “London’s moment: the tech cluster in the east of Britain’s capital is on a roll,” Wired April 5, 2013,
www.wired.co.uk/magazine/archive/2013/04/features/londons-moment; the Economist, “London’s Tech City: Start Me
Up,” October 5, 2013, www.economist.com/news/britain/21587268-cluster-start-ups-east-london-thriving-all-they-need-
now-big-success-start-me-up; 1000 Start-Ups, “Welcome to the world’s largest digital business incubator,” accessed
August 4, 2014, http://1000startups.fr/en/.

that have a long immigration history and/or developed comprehensive integration policies relatively early,
such as the Nordic countries, the Netherlands, the United Kingdom, Germany, Austria, and Belgium. In
France support to immigrant entrepreneurs is offered through mainstream programs for the development
of economically depressed areas, as a result of the government’s focus on social cohesion rather than the
integration of immigrants. According to a recent overview by the European Commission, targeted support
measures for migrant entrepreneurs are less frequent in southern and eastern Europe.?

Like mainstream business-support measures, tailored programs for immigrant entrepreneurs may also be
initiated by private actors such as civil-society associations, private foundations, banks, and credit unions.
In particular, private and community initiatives to foster immigrant and minority entrepreneurship

have flourished in the United States since the late 1960s. Targeted support measures for immigrant
entrepreneurs are often implemented through some form of public-private partnership.

23 For a comprehensive analysis of the distribution of targeted support programs for migrant entrepreneurs in European coun-
tries, see European Commission, Directorate General (DG) Enterprise and Industry, Supporting Entrepreneurial Diversity in
Europe—Ethnic Minority Entrepreneurship/ Migrant Entrepreneurship (Brussels: European Commission, 2008); and Hubert
Krieger, ed., Promoting Ethnic Entrepreneurship in European Cities (Brussels: Eurofund, 2011), www.eurofound.europa.eu/
publications/htmlfiles/ef1138.htm.
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Box 3. Supporting Entrepreneurship in Disadvantaged Areas

In Dortmund, Germany, city authorities have run the NordHand program since 2006, with the aim of
supporting entrepreneurship in the Nordstadt area. According to a recent study from Eurocities, the area’s
residents face the most difficult socioeconomic conditions in the city, including the highest unemployment
rate (25 percent) and the lowest purchasing power. Seventy percent of Dortmund’s immigrants reside

in Nordstadt. In this context, promoting entrepreneurship is seen as a strategy for stimulating economic
activity and employment in the area, thus reducing social welfare costs. NordHand has focused on providing
financial support to Nordstadt’s residents to help them establish or expand small businesses.To this end,
the city authorities, in partnership with GLS Bank Bochum and the Deutsche Mikrofinanz Institut, have
established a credit union offering microfinancing to local businesses, through loans of up to 20,000 euros
for 36 months. Funding from the European Union and the German federal government was also made
available to the credit union. In seven years of activity NordHand has granted 47 loans totaling more than
400,000 euros.This has contributed to creating or saving more than 300 jobs. Business counseling is also
provided by the program, and new services are set to be introduced.

Source: Eurocities, Cities Supporting Inclusive Entrepreneurship (Brussels: Eurocities, 2013).

Targeted business-support programs for immigrant entrepreneurs may include measures from one or more
of the following categories:

= “Knowledge-based” services to help develop country-specific human capital and
business skills, including (business) language courses, multilingual financial literacy and
entrepreneurship training modules, an introduction to the host-country’s business culture
and environment, information on local business regulations and stakeholders and on available
mainstream and targeted business-support services.

= Mentoring and network-building initiatives to facilitate the acquisition of country-
specific business skills and social capital, including business-to-business advice and training,
and enhanced opportunities to connect with the mainstream business community, business
associations, potential suppliers, and customers.

= Tailored counseling and assistance on administrative procedures, recruitment practices, and
compliance with tax regulations, labor law, and social security obligations.

= Targeted measures to facilitate access to credit, such as the provision of guarantees and
quality-assurance labels?* to improve the creditworthiness of immigrant enterprises, awareness-
raising campaigns among mainstream credit institutions on the behavior and bankability of
immigrant groups, diversity training for mainstream credit institution agents, and enhanced
microcredit opportunities and access to other unconventional finance, such as credit union loans.

Targeted support programs for immigrant entrepreneurs are a useful policy tool to promote equal
opportunities for immigrants starting, running, and expanding a business as they help offset the relative
disadvantages that immigrant entrepreneurs—and the newly arrived in particular—face relative to their
native-born peers. These programs are more likely to serve a broad economic integration purpose than to
offer specific and direct support for high-end business ventures. Targeted programs may also play a key
“bridging” role, helping immigrant entrepreneurs to access mainstream business-support services and to
gain a foothold in the mainstream business community.

24 Quality assurance labels may be provided by public authorities or well-renowned economic agencies as a way of reducing the
risks that banks face in lending money for start-up ventures. For example, in Spain, the Municipal Institute for Economy and
Labor Market of the city of Terrassa provides quality stamps on business plans that are written with its cooperation.
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B. Structural Policies Promoting an Entrepreneurship-Friendly Environment

High-value-added business ventures—be they held by the native born or by immigrants—tend to be
concentrated and thrive in entrepreneurship-friendly ecosystems. The availability of a broad range of

both mainstream and targeted business-support programs at the local level is a key component of such
ecosystems. Also, they are in large part shaped by structural policies in the areas of general administration,
taxes, labor market regulation, economic and industrial development, education, and research. Such
policies are typically the responsibility of national or federal governments. They may be difficult to adopt
and implement for a host of political and economic reasons, even for policymakers who recognize their
benefits, as they require broad consensus. As a result, these policies are unlikely to be put in place with

the specific objective of fostering immigrant entrepreneurship, but will instead aim for broader economic
goals.

Box 4.Targeted Business Support Programs for Migrants: Fostering Country-Specific
Human and Social Capital and Business Skills

Tailored information services for migrant entrepreneurs are offered by public and private actors in a
growing number of cities in Europe and North America. In Austria the Viennese Economic Chamber
provides special information sheets about a wide range of everyday business practices in different sectors
in the languages spoken by the city’s major immigrant communities. There is also a proliferation of private
business consultancies that target migrants.

Comprehensive information and training packages for migrant entrepreneurs are also widespread. In
Canada the Global Business Centre at the Newcomer Centre of Peel offers a |2-week course on business
start-ups to all new permanent residents in the greater Toronto area.The curriculum includes an English-
language business communication component, and covers a broad range of business education topics
including legislation, IT and business-specific technology, taxation, resource management, and marketing. The
program is funded by Citizenship and Immigration Canada.

In Germany the city of Hamburg, in partnership with private organizations and with cofunding from the
European Social Fund, has run the Unternehmer ohne Grenzen (Entrepreneurs without Borders) program
since 2000.The services provided by the program include counseling, seminars, and briefings on legal and
fiscal issues that pertain to setting up businesses in the city, along with more general knowledge-based
activities—such as courses in financing, investment, and marketing—and assistance in business planning
and accounting. Similarly, in Sweden the Sunmingodsvall IFS Radviningscentrum (an advice center established
by the state-owned company Almi) provides migrant entrepreneurs with one-on-one advice and collective
training on a wide range of topics.

In the United Kingdom the Business Gateway’s Ethnic Entrepreneurship Programme, launched in 2005

by Scottish Enterprise, targets the refugee and immigrant populations of Glasgow and aims to help them
overcome barriers to self-employment.The program offers tailored advice and training, and also serves as a
bridging initiative to encourage ethnic minority entrepreneurs to attend the mainstream Business Gateway
courses.Awards were held for the first time in 2012, allowing migrants to pitch their ideas to a panel of
established business people with a view to securing funding.

Sources: The Newcomer Centre of Peel, “Start a Business,” www.ncpeel.ca/index.php/services/start-a-business;
Unternehmer ohne Grenzen, “Uber den Verein,” www.unternehmer-ohne-grenzen.de/; Hubert Krieger, Promoting
Ethnic Entrepreneurship in European Cities (Brussels: Eurofund, 2011); and Eurocities, Cities Supporting Inclusive
Entrepreneurship (Brussels: Eurocities, 2013).
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Box 5.Targeted Business Support Programs for Migrants: Facilitating Access to Credit

Targeted support measures to help immigrant entrepreneurs access credit may try to improve their
bankability and creditworthiness or to create alternative—that is, more flexible—funding opportunities for
migrant businesses outside the official mainstream credit institutions. The CYBF Newcomer Entrepreneur
Program falls under the first category.The program was launched in 2010 by the Canada Youth Business
Foundation (CYBF). In partnership with the Business Development Bank of Canada, CYBF offers flexible
loan assessments that do not require a credit history for entrepreneurs ages 18 to 34 who have resided

in Canada for less than 36 months.' Over the period 2008 to 201 | the Swedish Agency for Economic and
Regional Growth (NUTEK) implemented measures to increase banks’ awareness of the characteristics

and needs of migrant businesses to facilitate the extension of loans to immigrant entrepreneurs. Public
initiatives also exist—notably in Spain and the Netherlands—which help to decrease the risk for the credit
institutions lending to migrant entrepreneurs, through the provision of quality assurance certifications or
guarantees for business loans by municipal bodies.

Some private mainstream banks in Canada and in the United States (notably, Canadian Imperial Bank of
Commerce, Capital One, and Union Bank) have also created measures to facilitate access to credit for
talented immigrant entrepreneurs, including seed loans and programs that incubate start-ups until they
achieve the characteristics needed to qualify for regular bank loans. More generally, mainstream banks in
major immigrant-receiving countries are increasingly offering products tailored to the foreign born, as a
strategy to capture new clients in this poorly covered section of the official credit market.

Another growing trend is that of origin countries’ credit institutions or faith-based banks opening branches
in major immigrant-receiving countries. Immigrant-owned companies in the financial sector providing
targeted services to migrants are also flourishing in North America and Europe. Immigrant entrepreneurs
may find it easier to resort to such institutions to borrow money for business setup or expansion as a way
of overcoming their lack of linguistic and cultural knowledge or discrimination from mainstream credit
institutions.

Alternative sources of funding may come from dedicated local microcredit initiatives or community
programs offering loans with resources made available by NGOs—including immigrant organizations—
and the local government.These programs are particularly popular in the United States and Canada.

In the United States a widely recognized initiative in this area is the Latino Community Credit Union
(LCCU). LCCU is a nonprofit, member-owned credit union providing financial products and education to
underserved communities in North Carolina. LCCU has won various local, state, regional, and national
awards for its work.

Sources: Sarah Wayland, Immigrant Self-Employment and Entrepreneurship in the GTA: Literature, Data and Program
Review (Toronto: Maytree & Metcalf Foundation, 2011), http://metcalffoundation.com/wp-content/uploads/2011/12/
immigrant-self-employment-and-entrepreneurship.pdf; Hubert Krieger, Promoting Ethnic Entrepreneurship in European
Cities (Brussels: Eurofund, 2011); Organization for Economic Cooperation and Development (OECD), Open for
Business: Migrant Entrepreneurship in OECD Countries (Paris: OECD, 2010); and Latino Credit Union, “About Us,”
accessed August 4, 2014, www.latinoccu.org/about-us/.

Research on entrepreneurship points to a range of structural policy interventions that may contribute
to creating an entrepreneurship-friendly environment for both immigrants and the native-born
population.?® These include:

= Simplifying and speeding up the administrative procedures required for business setup,
registration, and management: cutting red tape; reducing paperwork through the extensive
computerization of practices and widespread adoption of IT systems (e.g., allowing electronic
billing and invoicing, and online fiscal and customs declarations); simplifying and modernizing

25 European Commission, “Entrepreneurship 2020 Action Plan;” OECD, Open for Business.
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licensing procedures; establishing one-stop shops (single contact points) and comprehensive
online resources and services for entrepreneurs; minimizing the regulatory burden for

SMEs and microenterprises, for example, by reversing the burden of proof or simplifying the
accounting requirements for smaller firms; and adapting administrative procedures to the needs
of a diverse population by providing multilingual information and counseling.

® Creating favorable fiscal regimes for entrepreneurship and investment: introducing tax
breaks for start-up entrepreneurs, venture capitalists, and for entrepreneurship and investment
in high-value-added and innovative sectors; allowing tax deductions to encourage individuals to
invest in venture funds and, thus, increase the funding available to (small) businesses; granting
tax reductions to SMEs for new hires.

= Enhancing labor market flexibility to facilitate recruitment: simplifying employment
legislation, developing flexible working arrangements, reducing social security contributions for
start-ups and employers in innovative sectors, and facilitating apprenticeships and traineeships.

= Strengthening entrepreneurial education and training: “mainstreaming” business skills
in school and university curricula, facilitating early interactions between students and
entrepreneurs, and expanding opportunities for lifelong entrepreneurial learning.

= Providing enhanced support for scientific research and innovation: attracting talented
researchers and entrepreneurs with bright ideas through public-private partnerships and
initiatives such as the establishment of science and technology clusters.

® Promoting an entrepreneurial culture: rewarding entrepreneurship as an educational and
career path, presenting entrepreneurs—both native- and foreign born—as role models in the
media, and supporting a welcoming environment for native and immigrant entrepreneurs.

Immigrant entrepreneurship—especially in high-value-added or
innovative areas—holds a great deal of promise for the economic

growth and competitiveness of receiving countries.

V. Conclusion

Immigrant entrepreneurship—especially in high-value-added or innovative areas—holds a great deal of
promise for the economic growth and competitiveness of receiving countries. Immigrant entrepreneurship
can do much to support economic activity and facilitate social inclusion in particular cities and regions, and
thus improve these locations’ overall appeal for current and prospective residents—be they native born or
migrant. Even as most Organization for Economic Cooperation and Development countries face economic
crisis and a shrinking population, immigrant entrepreneurship can help to counteract labor market
deterioration and urban decline, benefiting both the native- and foreign-born populations.

Immigrants may face multiple obstacles to setting up, maintaining, and expanding a business in host
countries, however. Most of those obstacles are also common to native-born entrepreneurs—in particular
small business owners—but some of them are peculiar to or more difficult for immigrant entrepreneurs.
The economic crisis has added to existing constraints on immigrant business development: restrictions on
obtaining credit from the host country’s official financial institutions have been tightened, while reduced
public budgets threaten funding for measures to foster immigrant entrepreneurship.
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Business-support programs—be they mainstream or targeted at immigrants—are typically designed

and implemented at the local level. This has the advantage of offering services tailored to the particular
economic environment and needs of each locality. At the same time, these programs alone can hardly meet
the objective of fostering immigrant entrepreneurship—especially high-value-added entrepreneurship—in
the cities and regions where they are implemented, without structural policy interventions at the national
level.

Against this background, it is all the more important for national and local policymakers to work together
to identify complementary, cost-effective strategies that might realize the full potential of immigrant
entrepreneurship to contribute to receiving countries’ growth and competitiveness. Three main
considerations should inform those strategies.

A. Rely on Both Mainstream and Targeted Business-Support Measures

Targeted support measures for immigrant entrepreneurs might prove particularly helpful for newly arrived
immigrants just starting a business. However, beyond a few specific services, support policies should also
facilitate the access of immigrant entrepreneurs to mainstream business-support programs. This mitigates
the risk of isolating immigrants from the broader business community, thus precluding networking
opportunities and clustering their activities into ethnic niches. In addition, since targeted support
measures are geared toward the successful economic integration of immigrants, rather than maximizing
the positive effects of entrepreneurship for the host country, they typically support immigrant business
across broad sectors of the economy, without specializing in high value-added sectors. Thus, qualified
immigrant entrepreneurs wishing to start and develop high-tech, high-end businesses may be better served
by mainstream support programs dedicated to knowledge-intensive innovative ventures.

Mainstream business-support services should be accessible to diverse populations, reaching out to
immigrants and offering effective support for their entrepreneurial ventures. One cost-effective way to do
this would be to promote the recruitment of counselors with immigrant backgrounds in local chambers of
commerce and business centers.2® This could also help to reduce the costs of targeted migrant support.?’

Both mainstream and targeted business-support programs should offer assistance throughout the life cycle
of the enterprise, rather than focusing only on the start-up phase.

B. Embed Business-Support Programs in a Broader Policy Framework

The design and implementation of (public) business-support measures—be they mainstream or targeted
to the immigrant population—may involve significant costs for public administrations. Local authorities
typically bear a major share of those costs, due to their predominant role in the delivery of business and
integration services. In a time of austerity, particular attention needs to be paid to strike a balance between
devoting consistent portions of local budgets to business-support programs, and dedicating political capital
and economic resources to broader structural reforms of fiscal, labor market, economic, education, and
training policies to improve the national environment for entrepreneurship. Business-support programs
alone are unlikely to succeed in scaling up the capacity of a region or a country to produce, attract, and
support high-value-added entrepreneurship. In order to reach these objectives with reasonable costs for
the implementing authorities, local business-support programs should be embedded in comprehensive
national strategies aimed at promoting an entrepreneurship-friendly environment.

26 Mainstream entrepreneur centers and chambers of commerce in Amsterdam, Copenhagen, Frankfurt, and Stuttgart all employ
consultants with immigrant backgrounds who speak minority languages, so as to better adapt to the needs of migrant entre-
preneurs.

27 See, for example, Milica Petrovic and Meghan Benton, Beyond Integration: Updating Services for an Age of Super-Diversity
(Washington, DC: Migration Policy Institute, 2013 unpublished).
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Historically, economic crises have favored cost-efficient administrative restructuring. A first, relatively
easy step in this respect would be introducing a systematic computerization of the procedures required
to set up, register, and run a business, thus reducing administration costs together with the red tape and
regulatory hurdles that hamper both native-born and immigrant entrepreneurship.

C. Develop Public-Private Partnerships

Business-support measures are best positioned to succeed when they are designed and implemented by
various types of stakeholders: the national and local authorities and public bodies responsible for the
various policy areas relevant to immigrant entrepreneurship (including education, research, economic,
fiscal, and migration policies), semi-public organizations such as chambers of commerce and trade unions,
nonprofit organizations, and private companies. Public-private partnerships have the dual advantages

of contributing to reduced public expenditure for business support and integration programs, while

also involving all the relevant stakeholders to tailor the services more effectively to the needs of their
clients. Similarly, broad structural reforms of the “entrepreneurship ecosystem” would benefit from being
designed in consultation with the business community.

In conclusion, the ability to implement strategies discussed in this report and their success in supporting
immigrant entrepreneurship are likely to vary depending on the socioeconomic environment and on the
immigration system of each country and locality. In all cases, however, these strategies represent a sensible
and forward-looking investment for immigrant entrepreneurship to fulfill its promise—both for the
receiving countries and the immigrants themselves.

For more on MPI's Transatlantic Council on Migration, visit:

www.migrationpolicy.org/transatlantic
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