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INTRODUCTION

Research framework

In 2005, the European Microcredit Network
launched an 18 month programme to improve
microfinance services available to immigrant
groups in the EU member states. This
programme was developed in partnership with
six European microcredit institutions including
Adie from France.

Financing for the project was provided under
the European INTI programme of the DG
Justice, Freedom and Security which is
responsible for promoting integration of non-
European Union nationals in the member states.

The aim of the first stage of the project was to
provide an overview of the issue “Migrants,
entrepreneurship and microcredit” in each of
the six countries involved. Following a
presentation of conclusions from each country
(including a seminar in France planned for
September), the best practices and specific
recommendations are to be compiled in a
publication for the whole of Europe. In parallel
with this, training modules for people working
with these people will also be prepared.

A European Conference foreshadowed to take
place at the end of the project will provide for a
broad distribution of the results of the project.

Objectives and implementation of the
research

This report outlines the conclusions of the Adie
study of the French situation. The overview will
focus on the three following themes:

1. The overall context of migrants in
France (number, employment situation,
business creation, etc.)

2. The context of support and financing
bodies for self-employed migrants (analysis
of needs and available services directed
toward migrants including both general and
specialised provisions, etc.)

3. Regulatory and legal environment
(identification of specific constraints that
may affect immigrant business creators)

This study was carried out between December
2005 and March 2006. It was based on a
compilation of statistics, a review of the
literature on the subject, interviews with the
main support and financing bodies as well as
qualitative interviews with immigrant business
creators.

Research outline

The study illustrates the relative dynamism of
immigrants in business creation compared with
the overall French population. This little known
phenomenon can be explained in part by the
unsatisfactory situation of immigrants in the job
market, which also underlines the value added
by business creation for this population group.

Given their more precarious position with
respect to unemployment, immigrant business
creators often face difficulties in obtaining
access to bank credit. In this sense, microcredit
plays an indispensable role in supporting their
efforts.

The result is that immigrant business creators
comprise a quarter of Adie clients, a
proportion much higher than the proportion of
immigrants in the French population
generally.

However, microcredit on its own is not
sufficient. This study highlights a number of
other constraints that may weigh on immigrant
business creators as a result of their nationality
or origin (access to information on business
creation, assistance from support structures,
administrative formalities, etc.).

The study concludes with a series of
recommendations addressed to Adie and other
business creation support structures for an
improvement of the regulatory environment so
as to better assist immigrant business creators
in France.



Exceptional dynamism in spite of unfavourable circumstances

Over the last four decades, business creation by
immigrants from non-European Union countries
has been growing strongly in France, which is all
the more remarkable considering that it has
occurred in an overall context of stagnation.

Initially, it was the Algerians arriving as
immigrant workers who first started to become
entrepreneurs. They were joined later by other
groups arriving in the 1960s and 70s, such as
Tunisians, then during the 1980s by Moroccans,
immigrants from South-East Asia and Turks.
During the 1990s, Africans and Indo-Pakistanis
also contributed to the dynamism of immigrant
entrepreneurship.

Within the active population there are more
entrepreneurs (industrial tradespeople, business
heads, retailers) among immigrants than among
people of French origin (8.4% of immigrants
compared with 6.9% of native French)'.

Immigrant tradesmen, retailers and business
leaders comprise 13% of the total number of
entrepreneurs’ in France.

75% of immigrant business creators are men,
which is higher than the national average for
entrepreneurs.

Definition of the immigrant population
The concept of “immigrant” is based on one
invariable characteristic, namely the place of
birth. The immigrant is a person born as a
foreigner in a foreign countrty but who lives in
France. After arrival in France, he or she may
become French (French immigrant) or remain a
foreigner (foreign immigrant) depending on the
possibilities available under French nationality
laws.
The immigrant background group refers to
persons born in France of immigrant parents.
In this study, we are concerned only with
immigrants and not with those of immigrant
background.

' INSEE Premiére - « L’emploi des immigrés en 1999 »,
May 2000

2« Favoriser linitiative économique du public en
difficulté issu de [’immigration en Ile-De-France », 3Cl
Délégation Ile De France, Patrick Koumarianos, December
2004

|- Factors that account for this
dynamism

The entrepreneurial dynamism of immigrants
may be explained as a consequence of limited
choices available to them but it is also a result
of the resources available and of an
environment full of opportunity.

1. Exclusion from wage-earning and
personal resources’

Exclusion from wage-earning

* Business creation appears to be a strategy
to get around the wage earner crisis and its
corollary, unemployment, which particularly
affects immigrants from outside the European
Union*:

Percentage of the

unemployed
French 8.3%
Foreigners 18.4%
EU 7.4%
Non EU 25.1%
Overall 8.9%

The proportion of job seekers among non-EU
foreigners (25.1%) is even higher for young
people aged between 18 and 25 years (36.6%).
Unemployment particularly affects people with
North African, sub-Saharan African and
Turkish backgrounds.

e Business creation is also a way of
overcoming an unsatisfactory work situation
since two-thirds of immigrants are unskilled
workers.

Non-EU foreigners are also employed more often
on an interim or part-time basis (14.3% versus
6.2% for French nationals) with foreign women
being overwhelmingly employed as part-time.
The average wage for immigrants is also around
11 points below that for the whole active
population at national level.

e Paradoxically this difficult context may
have favourable consequences for business
creation. This is the result of:

3 Source: Mohamed MADOUI (CNAM) & Mouloud

KOUDACHE (EHESS), Entreprises et entrepreneurs issus de

immigration maghrébine : de la stigmatisation & promotion
sociale,FASILD
4« L’emploi des immigrés en 1999 », INSEE, May 2000



- Very strong determination on the part of
immigrants to integrate themselves and their
families socially. This is especially so since,
while they are aware of the difficulties of
finding a job, they are highly motivated to
succeed in France and thus to complete their
immigration process.

- Possession by immigrants of a certain level of
know how derived from various technical or
manual occupations in France (or previously in
the home country) or from carrying on an
informal sector activity that supplements social
welfare payments or insufficient wages.

Factors relating to exclusion from
employment

- Jobs closed to foreigners
- Language difficulties
- Level of qualifications often lower

- Lack of preparation for the job market
- Discrimination issues

Personal resources

A range of “ethnic” factors may also contribute
to explaining the dynamism of immigrant
entrepreneurs:

Migrating is a factor that favours
entrepreneurship since the very fact of
migrating implies the achievement of a
successful project in itself. It is noticeable that
the stronger the factor leading to migration, the
more people will tend to be entrepreneurial.
Thus political refugees are proportionally those
who create the most businesses.

- Immigrants may also have entrepreneurial
traditions and/or possess various skills. These
result from the predominance of self-employed
activity, especially trading, in certain
countries of origin (which may be linked to the
absence of salaried employment or to a
combination of salaried and self-employed
employment in their countries of origin). Some
studies also claim that longer stays in France
lead to a lower propensity to launch a business.
Some ethnic groups also have strong trading
traditions, e.g. Berbers.

Moreover, self-employed work also seems to
enjoy a high status among immigrants and
social recognition is strong even if social
mobility is sometimes more horizontal than
vertical (low income and higher work volume).

- Finally and most importantly, the main assets
of immigrants may in fact be those derived from
the existence of highly developed mutual
assistance networks within certain

communities. This is particularly advantageous
in terms of recruitment, access to financing,
sourcing supplies and also clientele. In general
terms, it may even be possible to speak of an
ethnic economy, often informal and based on
mutual trust.

Creating a business, especially via the purchase
of an existing business, thus becomes possible
with the help of loans from family, friends and
compatriots.

In the Asian community, intra-community loans
play an important role in the provision of start-
up capital. Both Asian and sub-Saharan African
communities also make use of ROSCAs (rotating
savings and credit associations).

We also observed that intra-community loans
were equally well developed in the North
African community although some members of
that community note various limitations:

The intra-community loan

“l have a friend who started a business about
five years ago and he borrowed from everything
his friends and family depending on their
means. | also lent him some money. He started
his business and it’s going very well. He has at
least 4 or 5 employees... We know that he will
reimburse us but we don’t know when. When
you lend money, it should not be money that
you need right away. The idea is not to ask for
something in return nor to become a partner if
things go well. The idea is simply to help
someone get started.

It is possible to get help but there is always the
risk that the business won’t go well and that
the person will be unable to repay. At the bank
you have monthly repayments, you know what
you have to pay. [...] It is better to repay a
bank debt than to reimburse your friend in a
lump sum when he puts pressure on you because
then you lose everything including your friend.
[...] Furthermore, some people dare to ask while
others like me don’t do it because we always
fear the worst.”

A Moroccan entrepreneur financed by Adie

2. Market opportunities®

e The industrial trades are also evolving
towards sub-contracting, especially in sectors
such as construction and public works or
clothesmaking where many activities are no

% Source: « L’entrepreneuriat ethnique en France et dans
le monde anglo-saxon : bilan des connaissances, analyse
bibliographique commentée », DINH Bernard, Note de
synthése pour le FASILD



longer considered to be profitable. The result is
that there are many immigrants who launch
businesses in these sectors.

However, the risks are high because the
pressure is enormous and the balance of power
between clients and micro-entrepreneurs is
highly distorted.

Fragility of sub-contracting businesses
“A big company will say: ‘If you start your
business, | have 2 million worth of bricklaying
work.’ They give you 100,000, then another
100,000, then no more! If the sub-contractor
complains, they say ‘here’s another 100,000,

now shut up’. If the immigrant continues to
complain,the company will then say ‘OK, take
me to court. Even if | lose a bit of money, | will
still be here but you will lose everything.’ In
reality, 100,000 francs is 1% of the budget for
one and the end of the world for the other.”

A business support specialist

e Because there is a high immigrant
population in France (9.6% of the population)®
coming from very diverse backgrounds, there is
a corresponding strong demand for ethnic
products and services based on the needs of the
various communities.

e As the community evolves, there is also a
growing demand for exotic products, especially
in food and restaurants, as well as a trend
towards fast food and to the consumption of
pre-prepared meals.

e Generally speaking, French retailers tend
to be ageing and there are a number of sectors
that have been abandoned by French nationals,
especially in the areas of neighbourhood shops
and services.

- The sectors in which immigrants work are
also indicative of these opportunities. For
example, foreigners are more numerous than
French nationals in “construction” and “cafes,
hotels and restaurants”.

While they have a similar presence in
“retailing”, they have a lower presence in
“home services” (education/health,

® «Les immigrés en France, une situation qui évolue »,
INSEE Premiére, September 2005

recreational, cultural and sporting activities)
and “business services”’ :

Non EEC All creators

Foreigners
- Retailing 36.5% 36%
- Industry 9% 8%
- Construction 23.5% 14%
- Transport 4% 4%
- Hotels Cafes
Restaurants 15,5% 9%
- Home
services 4% 11%
- Business
services 8% 18%
- Total 100% 100%

There are also significant differences between
the various communities with North African
retailers having the highest presence in the
retail sector whereas Turks tend to have a
greater presence in the construction and
clothing industries.

7 Observatoire de U’APCE (Agence pour la Création
d’Entreprise), « Les Créateurs d’origine étrangere (hors
CEE) : profil et taux de survie », André LETWOWSKI, April
1999



3. Developing a model of immigrant
entrepreneurship

The table below summarises the various factors
that explain the dynamism of immigrants:

A dynamism operating within a range of limited
choices and market opportunities

BUSINESS
CREATION
BY
IMMIGR-
ANTS

Focus on the following generations
People from an immigrant background also
exhibit exceptional dynamism as shown by the
18% increase in the number of entrepreneurs
among this group over the last ten years (1990-
99) compared with a 2% decrease in the number
of businesses created at national level over the
same period. An IFOP survey also showed that

44% of ZUS (Sensitive Urban Zone) residents
with a parent or grandparent of foreign origin
claim to want to start or purchase a business
(whereas the overall average for the ZUS is
27%)8.

Starting a business may also compensate for
educational failures since for a variety of
reasons the level of qualifications among this
group is relatively low (40% of young French
people have a high school +2 level qualification
compared with 23% of young 9people with at
least one parent born overseas) °.

Starting a business also enables people to get
around discrimination based on origin or place
of residence in findng a job. For example, a
man who has a North African first name and
surname has a 5 times lower chance of being
called for a job interview than a man with a
French first name and surname who sends a
similar CV'.

For people of immigrant background, starting a
business is also a way of proving their desire to
establish themselves in the French socio-
economic space. It also illustrates their desire
to break out of a family cycle and to start
moving up the social ladder.

This group of people may also have the
opportunity to mobilise both cultures and
networks. They may also benefit from an
entrepreneurial family model although there is
sometimes a tendency to reject ethnic
businesses  which are not particularly
synonymous with integration.

1B A difficult
environment

operating

Immigrants especially when they are also
foreign nationals face many particular
difficulties in the French legislative, social and
cultural environments.

8 IFOP survey of 700 residents of ZUS (sensitive urban
zones) carried out for Adie and the Crédit Immobilier de
France from 22 to 29 March 2006.

° Les trajectoires socio-professionnelles d’une cohorte de
jeunes adultes francais d’origine maghrébine, Migrations
Etudes No. 121, March 2004.

" Testing carried out by the Observatoire des
Discriminations in April and May 2004, under the
supervision of Jean-Francois AMADIEU, Professor at the
Université de Paris |, with the assistance of the interim
agency ADIA.



1. A restrictive legislative framework

Closed or regulated access to the independent
professions'".

* With respect to the liberal professions
(including medical practitioners, lawyers,
architects...) French nationality has been a
requirement for a very long time and the law
also usually requires practitioners to hold a
French diploma.

This restriction explains the fact that foreigners
only account for 1% of liberal profession
practitioners in France.

. Many self-employed professions that
would be likely to be of interest to foreigners
are also off limits, including managing a bar or
tobacco shop, starting a security business or a
transport business.

These closed professions represent at least
200,000 self-employed positions from which
foreigners are excluded.

e Many independent professions also require
a French diploma. These include managing a
hairdressing salon, an occupation of great
interest to many immigrants of African
background because of the strong demand
within the community.

Equivalencies are extremely difficult to obtain.
Immigrants sometimes need to engage in
subterfuges in order to succeed. For example, a
qualified worker (sometimes fictitious) may be
employed or a “hairbraiding salon” may be
opened rather than a hairdressing salon.

e The itinerant sales profession, which
employs a high proportion of immigrants, is also
subject to supplementary administrative
controls and requires five years residence in
France.

e« Finally, in order to set up as a self-
employed worker, foreigners except for
Algerian nationals need to possess a resident’s
card.

In any case, the person needs to prepare an
application for a foreign trader’s card which
must be submitted to the Prefecture. Since
2004, the procedure has been simplified and in
theory the card should have been abolished.
However, because the decree implementing the
measure has not yet been published, it is still
necessary to approach the Prefecture to obtain
the necessary authorisation, which imposes an

" Source: «Les emplois du secteur privé fermés aux
étrangers », Bernard Brunhes Consultants, May 1999,
Report for the Directorate of Populations and Migration
(Ministry of Employment and Solidarity).

extra administrative  burden and may
compromise the start-up of the business.

Application for authorisation from the
prefecture

“It is extremely difficult for business creators.
They have to wait three months for
authorisation. There is an enquiry on the person
and on the nature of the project... In reality it

takes more than six months. People sometimes
find themselves obliged to start their business
in the black because the wait is too long.”

An Adie counsellor

An unfavourable framework for carrying on
very small businesses

Many immigrants in France are employed in jobs
that are less highly qualified than those of
people of French origin and they are more
often employed part-time. Thus, they are often
“working poor” who find it necessary to carry on
a self-employed business to supplement their
income and/or with the objective of eventually
leaving their jobs. An example of this kind of
business is the production and sale of local
goods and services (cooking, hairdressing,
dressmaking) by women of foreign origin who
will also do two or three hours of housekeeping
work per day for a cleaning company.

At present, the law does not encourage the
registration of very small businesses:

- In reality, welfare state contributions are too
high compared with the turnover of such
businesses. It is not reasonable to pay 54% in
social contributions on an income of 400-500
euros a month. This means that people with only
a small turnover are unable to register their
business because of the cost of social
contributions.

- In addition, people who combine salaried and
self-employed work are required to contribute
to schemes for both salaried and non-salaried
workers. However, they are only entitled to
receive benefits from each scheme on a pro rata
basis depending on how much they have
contributed.

2. A negative view of immigrant
entrepreneurs

Local politicians

Testimonies from business creation professionals
working in areas with a high proportion of
immigrants both in the Paris region and in the
provinces indicate that certain local politicians
want to slow down the opening of businesses
owned by immigrants.



These politicians believe that they will improve
the image of various neighbourhoods by
preventing the development of businesses with
an ethnic character. They may also attempt to
prevent the development of areas dominated by
a only one kind of business, e.g. as in the high
number of Chinese clothing wholesalers in the
11" district of Paris.

Administrative staff

Some support staff also note that there appear
to be restrictions on the number of
authorisations given to foreigners who wish to
establish a self-employed business. Foreigners
in the departments of Hauts-de-Seine or Seine-
Saint-Denis may sometimes need to wait for up
to two years before obtaining authorisation.

For example, it has now become virtually
impossible for a foreign business creator to
obtain authorisation to set up in Seine-Saint-
Denis as a clothing retailer in outdoor
markets.

This results from a desire to limit the number
of foreign business people in these
departments.

Owners of premises

The second barrier that immigrants may need to
overcome in the process of starting a business is
a form of discrimination by commercial
premises owners. We met a number of
immigrants who were particularly bitter about
this because of the impact that it had on the
launching of their project and even on the
possibility of launching their project.

Clients

An entrepreneur of foreign origin may also
experience racial discrimination in the carrying
on of his business from individuals or even in
winning business contracts'.

Local population

We also came across immigrant entrepreneurs
who felt that they had been victims of racism
from the general population in carrying on their
businesses. They may suffer from racist acts
targeting either the entrepreneur or his
property, including insults, broken windows,
burnt out trucks, etc.

Testimonies on discrimination
Premises

“l bought my stock from a business that had
closed down. The idea was for me to keep the

'2 This is based on testimonies from immigrant business
creators who are clients of Adie and from business
creation professionals.

premises. But the landlord did not want to
renew the lease to me. It took me a very long
time to find new premises. It was not because |
did not have enough money. | am now leasing
premises that are twice as big and twice as
expensive. | later checked what happened to
the other premises and they had already been
leased to a person of French origin whereas the
owner had told me that the premises were not
going to be rented out any more.”

A Moroccan business creator forced to wait
eight months to start his business for lack of
premises.

“l just wanted to open an Asian food shop but
they did not want to rent the place to me,
saying that the business wouldn’t work. In
reality it was because of my nationality. The
shop stayed empty for a year! It would have
worked really well because there are lots of
Pakistanis here and | could have bought
products in Paris to sell here and | would have
been the only one in the market! But now
another Pakistani has turned his house into a
shop.”

A Pakistani entrepreneur who started out in the
market

Clientele

“When you are an immigrant, you face the same
problems in business as when you are an
employee. When you go to a house to do a
repair, there is a problem. | already faced this
when | was an employee at Conforama. | would
go to a place and they would not open the door.

Later, the clients would phone the store to
complain that they had sent an Arab. That’s
why I’m going to employ someone of French
origin to do the home visits while | look after
the buying, selling and administration.”

A North African entrepreneur

For most immigrants whom we met, access to
bank loans and also to premises were the main
difficulties that they felt that they had
encountered in endeavouring to establish their
businesses in France, a process that they
described as an “obstacle course”.

An “obstacle course”
“Being a ‘migrant’, at first, | didn’t want to
start a business but in the end | was forced to
do so. At the bank and also in looking for

premises, | encountered a lot of mistrust. | let
it go. It’s a reality but it doesn’t stop me. I’ve
already faced difficulties like that as an
employee. You just know that you have to work
twice as hard to convince them.”




- CONCLUSIONS ON IMMIGRANT ENTREPRENEURSHIP -

Immigrants comprise a significant percentage of the French population (9.6%). Among these,
the proportion of immirgrants of non-European Union origin (59%) continues to rise.

These people who are mostly of African and Asian origin face structural difficulties on the job
market and a large number are unemployed or still trapped in under-qualified or precarious
jobs.

As a result of the failure of the education system and also because of the recognised problem of
racial discrimination in business, this situation is reproduced from one generation to the next.

At the same time, the entrepreneurial dynamism of immigrants and French citizens of
immigrant background is remarkable, especially considering the rise in business creation at
national level, which implies that business creation has become an important means of
professional insertion. In this field, ethnic origin becomes an advantage enabling people to draw
on various resources in terms of labour, suppliers, clients and access to financing. Immigrants
also benefit from the evolution of the market towards the abolition of salaried work and the
rise of sub-contracting and small neighbourhood businesses.

This dynamism is all the more noteworthy given the existing legislative environment for
business creation which is particularly restrictive for foreign nationals and given that generally
speaking immigrants may be victims of racial discrimination in access to loans, business
premises or to markets.

Finally, as a result of their visibility, immigrant entrepreneurs carrying on their businesses may
also occasionally fall victim to racist acts including damage to their work tools such as vehicles,
shop windows, etc.

The internal dynamics among immigrant creators as well as the present economic environment
have thus tended to favour self-employment among immigrants even though they also need to
overcome various constraints within French society based on their origin.

We will now examine the degree of consideration given to this group in the business creation
environment, in particular by various business creation support schemes and policies.
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Immigrants in the public and associative environment for business

creation

|. Great reliance on microcredit

1. Potentially high demand

Business creators who tend generally to be in
a more precarious situation...

As we have already seen, immigrants tend to
experience difficulty in professional insertion.
Business creation by immigrants may come into
the picture at various stages but ultimately
there is usually one simple reason, namely to
provide employment for oneself or to create
employment for another member of the
family.

APCE statistics show that foreign business
creators on average are in a more precarious
situation than the national average':

Foreign All
creator  creators
Situation at the time of
start-up:
- Active 36% 44%
- Long term 21% 16%
unemployed
Previous employment
- Employee or worker 54% 41%
- Managers 12% 28%
Level of education
- High school & further 21% 24%
- Professional training 21% 38%
- Primary school 48% 22%

Source: APCE Statistics

- Immigrant business creators are more often
drawn from groups of long term unemployed
than business creators in general and they have
more often been manual workers or employees
previously. In addition, they tend to have fewer
qualifications than business creators in general.

® Observatoire de U’APCE (Agence pour la Création
d’Entreprise), « Les Créateurs d’origine étrangere (hors
CEE) : profil et taux de survie », André LETOWSKI, Avril
1999
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Immigrants create more very small enterprises
with less start-up capital...

Immigrant entrepreneurs create small
businesses (in their own names) at a rate well
above the national average, namely 65% versus
54%. They also have much less start-up capital
available (58% versus 50% start have less than
€7500).

2. One quarter of Adie clients

immigrants

are

By adapting the microcredit concept to French
conditions, Adie assists people who are
excluded from the job market (unemployed,
social welfare beneficiaries, etc.) and from
the classical banking system to launch their
own businesses and their own employment.

Adie’s mission is to assist any person in a
situation of exclusion but its services are
particularly highly valued among the immigrant
community. One quarter of Adie clients from
2002 to 2004 were immigrants of non-EU origin:

Non-EU
immigrants
becoming
Non-EU French
Foreign citizens
Immigrants 15%
9%

\
/

Non- immigrants/EU
immigrants

Source: Adie client files

In total, 24.1% of loans disbursed were made
to immigrants, comprising 14.7% foreigners and
9.4% who had gained French citizenship. The
proportion of immigrants in the Adie portfolio is



thus much higher than the percentage of
immigrants in the French population, which is
9.6% including immigrants from the European
Union.

To date, Adie has not undertaken any particular
measures at national level to target this group.
The massive reliance on microcredit by
immigrant business creators is therefore a
consequence of its great usefulness to this
population group.

The table below illustrates the distribution of

immigrant business creators among Adie
clientele based on their nationality:

Adie Immigrant client
portfolio

North Africa 48.7%
Sub-Saharan Africa 33.1%
Asia 5.5%
Turkey 5%
Middle East 2.8%
Eastern Europe (Non-EU) 2.5%
Latin America 1.9%
100%

- Half of immigrant business creators are of
North African origin, a third from sub-Saharan

Africa, 10% from Asia, including half from
Turkey, with the rest coming from other
continents. These proportions correspond

roughly to the composition of the immigrant
population in France.

3. What role for microcredit for
immigrants? Is it a substitute for the
classical banking sector?

The figures for the number of immigrant
entrepreneurs who become clients of the
classical banking system are much lower than
for business creators overall:

Immigrant All

creators creators

Recourse to a bank 10% 28%

loan

These figures can be explained by the fact that
a higher proportion of immigrant project
developers are in a precarious position in the
job market and are thus less susceptible to be
granted a loan than non-immigrants. But they
also face a series of other handicaps:

Poor preparation to deal with banks
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According to many professionals, immigrant
prospective entrepreneurs lack the preparation
necessary for presenting an application to the
banks. They may therefore have difficulties in
preparing a project in the required manner, e.g.
budget, market study. They may also face
language difficulties or they may have a
culturally different conception of the project
that is more intuitive and less reliant on figures.
Finally, immigrant business creators are often
not particularly familiar with the codes of
practice to be followed. Support professionals
say that they often have a tendency to present
themselves “empty handed”, with no written
document in support of their application.

Poor preparation for loan applications

“Often they don’t have the means or the desire
to prepare a dossier to present their business to

the bank. In fact, in most cases, they begin
without doing a market study, relying simply on
a ferocious desire to succeed”".

An adviser working with Turkish immigrants

Victims of discrimination by some banks

Numerous testimonies from immigrant
entrepreneurs and business creation
professionals tend to credit the thesis that
immigrants face greater difficulty in obtaining
bank loans because of racial discrimination.

As the director of a support organisation said,
“this refusal on the part of the banks is totally
unjustified, because these are people who have
already obtained honour loans and who have
successfully held all kinds of commissions.”

In fact, we lack statistics to prove the existence
of this phenomenon. It appears to result more
from the personal attitudes of various
employees than from a generalised policy of
discrimination by the banks.

It is even more difficult to establish whether
exclusion from a bank loan is based on ethnic
origin or on the precarity of the prospective
entrepreneur.

" « Les ressortissants Francais au service de |’économie
parisienne. Chapitre 3 : Les entreprises dirigées par des
ressortissants turcs ».



Testimonies on discrimination

“l contacted nine banks in the city to try to
obtain a loan and all | got were refusals... | did a
course at the Chamber of Industries with 19
other business creators like me who were
looking for financing. When we got back in
contact later, there were only two of us who
had not got a loan, myself and Hassan (another

North African). Yet | was the only one to
contribute such a high proportion of personal
funds! When | made my application to Val
d’Initiatives (an agency that provides interest-
free collateral-free loans), they were amazed
that | could not get a loan since | had 30,000
euros of my own funds and only wanted to
borrow 20,000!”

A Moroccan entrepreneur

Can microcredit therefore be considered as a
form of substitute loan for immigrants who
actually experience a triple exclusion from
obtaining bank loans as a result of their greater
precarity, their difficulties in presenting their
projects in compliance with the requirements
of the financiers and ultimately because of
their origin?

Threefold exclusion from the bank lending
system?

ECONOMIC FACTOR

- Professional status of he
project developer

- Lack of a guarantee or work
experience in the area of
business creation

ETHNIC

FACTOR

Origin of the
project developer

EXCLUSION
FROM THE

BANKING
SYSTEM

CULTURAL FACTOR
Difficulties in presenting
the project (language,
quantitative analysis of
the project)

It is also important to emphasise that the lower
rate of reliance on loans can also be explained
by the fact that immigrant entrepreneurs may
have a more cautious way of managing their
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businesses. This encourages them either to
borrow only in their immediate entourage or to
start on a smaller scale instead of borrowing
which involves greater risk'.

4. Specific limits to microcredit proposed
by Adie

The principle behind Adie is to provide small
loans at market interest rates with a guarantee
of 50% required from the entourage of the
entrepreneur. The objective is to integrate the
person into the classical banking system over a
period of time.

However, it would seem that these principles
are problematic for a certain number of
immigrant creators:

Finding an employed guarantor

Immigrant creators may also experience more
difficulty in finding guarantors among their
entourage, especially the first arrivals. As an
Adie referral partner emphasises: “The only
problem at Adie is to find an acceptable
guarantor for newly arrived immigrants who
often have few links in France. | know six
people who were unable to get help from Adie
because of this.”

Moreover, since the families of immigrants are
sometimes in even more precarious situations,
the prospective entrepreneur will still have
difficulty in finding a salaried guarantor among
his entourage.

The Adie special group loan programme

In order to meet the need for guarantors for the
immigrant population, Adie launched a loan
offer for solidarity groups in 2002.

This programme was established following a
series of experiments targeting the development
and officialisation of informal activities carried
on by persons from ethnic minorities in
precarious situations. Adie identified a strong
demand among the female population of sub-
Saharan African origin. The group loan was
particularly suitable for this group of people
who are accustomed to the ROSCA' principle.
This project also involved 300 persons in the
Paris region since 2002.

The rate of reimbursement at the end of 2004
was 95.7% which is better than the overall Adie
repayment rate.

Note: The target group reached was also very
particular compared with the usual Adie

> Mohamed MADOUI (CNAM) & Mouloud KOUDACHE
(EHESS), <« Entreprises et entrepreneurs issus de
U’immigration maghrébine : de la stigmatisation a la
promotion sociale »

'6 Rotating Savings and Credit Association



clientele. Women made up 91% of the group,
the general level of education was very low, and
42% were unemployed. These were “working
poor” women who practised a multi-income
strategy while launching their business activity
within the community.

Borrowing at interest

According to certain interpretations of the
Koran, borrowing at interest may be
considered as a sin of usury for Muslim business
creators. Thus, religious principles prevent
some Muslim immigrants from applying for an
Adie loan.

The Islamic religion and microcredit
“There is an unrealised potential there among
people who are not reached because of interest
rates, i.e. people who are looking for an
organisation that lends at zero interest. When |
first arrived in the area, many people
approached me because they had heard by word
of mouth and it was also on the brochure... This
issue only concerns some Muslims. For some
people it is not a problem while others obtain
forgiveness for their sins by making a
donation.”

An Adie counsellor working in a Sensitive Urban
Zone (ZUS).

“Lending is prohibited unless you make up for

all the interest that you have paid. For
example, if you have taken a €4000 loan from
Adie with €100 of interest, you then have to
give €100 to the poor. In other words, to obtain
forgiveness for your sin, you have to make an
equivalent offering. Usually people are advised
to make a gift to a welfare organisation like
Secours Catholique rather than to give directly
to families because these organisations know
better what to do with the money. If you don’t
know, they are the ones with the knowledge...
Credit is really for extreme situations when
there is no other way out. For me, it was a real
problem to borrow but you have to provide for
your family.”

A North African entrepreneur and Adie client

Achieving “banking status”

The basic principle of Adie in France is to
provide a stepping stone towards the classical
banking system. However, it is notable that the
“banking status” rate among clients from
Sensitive Urban Zones (ZUS), which have high
proportions of immigrants and people of
immigrant background, is below the national
average.

This tends to confirm the hypothesis of a form
of discrimination by the banks in regards to
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immigrant entrepreneurs as the testimonies that
we have gathered illustrate.

“Banking status” of Adie business creators
Most creators whom we met say that they are
victims of a lack of confidence on the part of
banks even though they have a good level of
business activity.

“All that | could get from the Post Office bank
was a current account with no overdraft
facility. | was even refused the ACCOR card
(lunch tickets) although | had provided all the
required items. When | asked why the person
did not answer and told me to write a letter...”

A Pakistani entrepreneur and Adie client

“The bank and | were in open conflict. They are
racists! My business is going very well but they
refused to allow me an overdraft and | could
not get a loan to develop my business!

When | made my application, | had 20,000 euros
in personal funds! A French person would never
have had so much difficulty to get a loan with
such a personal contribution! It’s pure racism!
Personally, | was depositing big cheques
regularly and they charge me every time | use
credit card machine. It’s really a one way
relationship!”

An Ivorian entrepreneur

II. Lower than average access to
support schemes

While the figures for financing immigrant
creators via microcredit are significant, it is
notable that migrant creators tend to make less
use of the various support schemes available for
business creation.

1. Government assistance

Immigrant business creators receive less
government assistance'’, including assistance
for unemployed business creators. 22% of
immigrant creators received government
assistance versus 31% for all creators whereas
there are more unemployed immigrants.

This assistance includes the ACCRE and EDEN
schemes for business creators. However, only

7" Observatoire de U’APCE (Agence pour la Création

d’Entreprise), « Les Créateurs d’origine étrangere (hors
CEE) : profil et taux de survie », André LETOWSKI, April
1999



one-third of eligible immigrants in the lle-de-
France obtained ACCRE in 2003,

2. Business creation advice

Business creation advice is provided by various
bodies:
- Business chambers
- The network of Management boutiques'
- Various other institutions

- Specialised support structures for
immigrants.
National statistics indicate that 41% of

immigrant business creators seek advice on
business creation compared with 51% of the
overall population.

- 5% of the people assisted each year by the
Management Boutique network are
immigrants?.

-> Statistics are not available concerning the
level of assistance from business chambers or
other  support bodies for  immigrant
entrepreneurs to develop their projects.

3. Alternative financing structures

There are two main alternative financing
networks for business creation in France:

- FIR (France Initiative Réseau) which
offers “honour loans” of up to 28,000
euros with no interest and no
guarantee, linked to a bank loan

- FA (France Active) which provides
guarantees for bank loans.

e« The Réseau France Initiative does not
possess national statistics on the number of
immigrants assisted by its Platforms.

There are a number of Platforms located in
areas with a high number of immigrants and
which have a strong desire to take the needs of
immigrant creators into consideration. This
desire is accompanied in some cases, e.g. at
Roubaix’’, by a concern on the part of
management to ensure a mix of people:

- Among the team that advises the prospective
entrepreneurs,

- In constituting the Loan Approval Committee,
- In the presentation and highlighting of
creators financed by the structure

®  « Favoriser Ulinitiative économique du public en

difficulté issu d