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Decomposing the Labor Productivity Gap between Migrant-
Owned and Native-Owned Firms in Sub-Saharan Africa 

 
 

Abstract 
 

Migration studies have been primarily based on the movement of individuals from developing to developed 
economies, with a focus on the impact of migrants on host country wages. In this study we take a different 
angle by exploring the labor productivity of migrant-owned firms versus native-owned firms in 20 African 
economies using firm-level data. We find that labor productivity is 78% higher in migrant-owned firms 
than native-owned firms. Using the Oaxaca-Blinder decomposition method we find that structural effects 
account for 80 percent of the labor productivity gap. Returns to manager education largely explain the 
productivity advantage of migrant-owned firms over native-owned firms. Interactions with the government, 
access to finance, informality and power outages are also considerable contributors to the labor productivity 
gap. 

 
 
 

1. Introduction 
 
The benefits of relaxing the barriers to labor mobility across economies are considerable. A survey of the 

literature indicates welfare gains ranging from 67 to 147% of the World GDP. Regardless, labor mobility 

restrictions persist possibly resulting in one of the biggest distortions in the global economy (Clemens, 

2011). However, the migration literature has been predominantly focused on migration from developing to 

developed economies (Artuc et al., 2015). This has led to a deliberation on two areas (Clemens and Pritchett, 

2016). First, studies have concentrated on the effects of migrants on the wages of natives in rich economies. 

Second there has been some deliberation on the selection of the type of migrants into rich economies (Borjas 

2003; Card 2005; Ottaviano and Peri 2012; Chiquiar and Hanson 2005). The contribution of migrants to 

the economy is essentially simplified into one channel - their effects on the wages of the host population 

(Hanson, 2005).  

 

In this study we contribute to a section of the literature that has been overlooked. We explore the 

contribution of migrants as business owners and the sorts of factors that enhance or mitigate this 

contribution. We do so by analyzing the differential effects of migrant versus native ownership of business 

on the labor productivity of the firm. Furthermore, the study focuses on migration to developing economies 
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in Africa from other economies. We use Enterprise Surveys (ES) data for about 2000 firms across 20 

economies in Africa. For these 20 economies, respondents were asked about the nationality of the largest 

owner of the firm. The definition of a migrant-owned firm has two elements: (a) the largest owner of the 

firm is from a different nationality of origin than the country the firm is surveyed in and (b) the firm is fully 

domestically owned.  We find that migrant-owned firms have 78% higher labor productivity than native-

owned firms. We use the Oaxaca-Blinder decomposition to uncover the biggest contributors that widen and 

narrow the gap in labor productivity between migrant and native-owned firms. Our findings suggest that 

firm characteristics such as manager education, interactions with the government, access to finance (having 

a loan or line of credit), operating informally (henceforth, informality) and power outages are important 

contributors to the labor productivity gap. Manager education largely explains the productivity advantage 

of migrant-owned firms. 

 

The contribution of migrants as business owners has been studied in the literature under the narrower 

subtopic of entrepreneurship - broadly defined as the process where individuals create new firms (Reynolds 

et al., 2000). The benefits of entrepreneurship have been well documented. Entrepreneurship contributes to 

technological progress, productivity, innovation, job creation, development and economic growth as a 

whole (Audretsch, 2007; Braunerhjelm et al., 2010; Naude´, 2011; Schumpeter 1934; Tiffin et al., 1987; 

Wennekers and Thurik, 1999; Yu, 1998).  

 
There are a number of reasons to believe why migrants may be more entrepreneurial than natives, although 

this may not be the only way in which migrant-owned firms could be more productive than native-owned 

firms, (Naude et al., 2017). First, given that migration involves several risks, migrants may be less risk 

averse, and thus more willing to be entrepreneurs. Second, migrants have already spotted opportunities for 

migration, and thus this may translate to a greater likelihood of spotting opportunities for business activities. 

Finally, wage discrimination in labor markets in the host economies may push migrants into setting up 

businesses, forcing them to be more creative and better at problem solving. Anecdotal evidence does 
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indicate that migrants are strong contributors to entrepreneurship (Wadhwa, 2011), and thus they may be 

more entrepreneurial than natives (Xavier et al, 2013). Take Luxembourg for example where first-

generation migrants are 7% more likely to be interested in starting a new business than non-migrants (Peroni 

et al., 2016). Similarly in Spain immigrants are more likely to be entrepreneurs than natives (Irastorza and 

Pena, 2007). Even in the US. 10.5 percent of the immigrant work force were business owners in comparison 

to 9.3 percent of the native born workforce (Fairlie, 2012). Furthermore in 2010, the business creation rate 

per month in the US was 0.62 percent among immigrants and 0.28 percent among natives. Immigrant-

owned business are also slightly more likely to hire employees and export (NYT, July 1 2013). However, 

there is some evidence pointing towards the opposite direction. For instance, an OECD study found that in 

13 out of 25 countries in the OECD, natives are more likely to be self-employed than migrants (OECD 

2010). The 2012 Global Entrepreneurship Monitor (GEM) survey showed no significant difference between 

migrants and non-migrants in the innovativeness of entrepreneurs (Vorderweulbecke, 2012).  This study 

takes a step beyond entrepreneurship and looks at migrants as business owners overall to fully account for 

the contributions of migrants in the private sector.  

 

Our findings are as follows. Labor productivity is 78% higher in migrant-owned firms than native-owned 

firms. Using the Oaxaca-Blinder decomposition method, structural effects account for 80 percent of the 

labor productivity gap.  Returns to manager education is the largest contributor to the higher level of labor 

productivity of migrant-owned firms over native-owned firms. Interactions with the government, access to 

finance (having a loan or line of credit), informality and power outages are important contributors to the 

labor productivity gap.  

 

The result that the higher returns to education of managers in migrant-owned firms is the main reason for 

the higher labor productivity of migrant-owned firms over native-owned firms suggests that the mechanism 

may be one of selectioni. While the data does not allow us to uncover specific mechanisms, there are mainly 

two possible ways by which the effect of returns to education plays out. It may be the that migrants have 
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access to knowledge from a variety of sources which complements the knowledge of local employees, 

thereby raising labor productivity (Peri and Sparber 2009). It may also be that individuals with high ability 

are the ones that tend to migrate and become entrepreneurs, implying higher returns to manager education 

for migrant business owners (Mitaritonna et al., 2017;  Peri et al. 2015).  This argument is compelling and 

seems to be the likely scenario given that the complementarities between migrants and natives are likely to 

also play out in native-owned firms. 

 

To reiterate, this study contributes to the literature in a number of ways. It explores the labor productivity 

of migrant-owned firms versus native-owned firms across 20 African economies. This entails two major 

contributions to the literature – (i) a focus on migration to developing economies, while most of the 

literature has concentrated on developed economies and (ii) an exploration of migrant-owned business 

which the literature has marginally studied under the narrower subject area of entrepreneurship. Finally, the 

study uses nationally representative firm level data that follows a similar methodology in implementation 

and survey instruments, thereby allowing for cross-country comparisons.  

 

The rest of the paper is structured as follows. Section 2 describes the data and presents base regressions, 

section 3 describes the decomposition methodology, section 4 presents the results, section 5 provides 

robustness checks while section 6 concludes. 

 
 
 
 
 
 
 
 

2. Data and base regressions 
 
Data source 
 
We use Enterprise Surveys (ES) firm-level cross-sectional data for about 2000 firms across 20 African 

economies. The surveys were conducted between 2009 and 2011. The ES are stratified random sample of 
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firms that is representative of the registered private sector of the country. The sample is stratified by location 

(within the country), industry and firm-size. The ES use a standard survey instrument with a uniform 

methodology to collect across all countries, thereby allowing for cross-country comparisons. The ES targets 

business owners and top managers of firms as respondents. The ES cover a range of topics including access 

to finance, corruption, infrastructure, crime, competition, labor, business environment obstacles, and, 

performance. The comparability of data across countries is a rarity given most survey datasets face issues 

of low country coverage, no comparability across countries, or both. The ES restrict the universe of firms 

given the nature of the questionnaire. The universe excludes extractive industries, agriculture, informal 

firms (not registered), fully government owned enterprises and micro firms with less than five full time 

employees.ii 

 

A “migrant-owned firm” in the survey is defined as one where the largest owner is a migrant and is 

domestically owned. Migrant is defined in terms of nationality. The survey question is “What is the 

nationality of origin of the current largest owner?” If the nationality of the largest owner is outside of the 

country being surveyed and the firm is fully domestically owned, the firm is a “migrant-owned” firm. We 

restrict the sample of analysis to only domestic firms to exclude large multi-national firms that would be 

more indicative of Foreign Direct Investment (FDI). Table A1 presents the country composition with the 

percentages of migrant-owned firms for each economy for the sample used for the analysis. There is 

substantial variation in the data. The percent of firms where the largest owner is a migrant range from lows 

of 0% and 1% in Congo and Chad respectively, to highs of 25% in Cabo Verde and 17% in Angola. In the 

sample, about 8 percent of firms are “migrant-owned” firms.  

 

We caution that there are several limitations of the definition of migrant-owned used for this study. We 

have no information on how long the migrant-owner of the firm has been in the country, and whether they 

are well integrated into the economy. Such factors could affect the productivity of migrant-owned firms. 

Thus, while the data we have in hand is unique, we are tied down to its limitations. 
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Mean differences between migrant-owned and native-owned firms 
 
Descriptive statistics and tests of mean differences of covariates separately for migrant-owned and native-

owned firms are presented in table 1. Labor productivity is defined as the log of sales per worker. Migrant-

owned firms have higher labor productivity than native-owned firms (table 1). This difference is statistically 

significant at the 5% level. This is also evident in the comparison of the kernel density estimates of the log 

of labor productivity for migrant-owned and native-owned firms (figure 1). There is very little statistically 

significant difference between native-owned and migrant-owned firms along the various covariates 

including the sector of activityiii. The one exception is the access to loan or line of credit. On average, 13 

percent of migrant-owned firms have a loan or line of credit. In contrast 24 percent of native-owned firm 

have a loan or line of credit. This difference between the two figures is statistically significant at the 1% 

level.  

 
 
Regressions 
 
Table 2 presents firm-level regressions with the log of labor productivity as the dependent variable.  The 

migrant-owned firm binary variable for is the main variable of interest. We account for several factors that 

may affect the productivity of the firm. Firm productivity may vary by the age and size of the firm (Harris 

and Robinson, 2004; Huergo and Jaumandreu, 2004; Biesebroeck, 2005; Bigsten and Gebreyeesus, 2007; 

Haltiwanger et al., 2013).  We also control for the percent of sales exported directly given that trade is also 

found to be an important determinant of firm productivity (Lopez, 2005; Bernard et al., 2007). In addition, 

we control for business environment factors such as crime, power outages, whether bribes are expected, 

and number of visits from tax officials that have been found to affect firm performance (Seker and Yang 

2014, Kinda et al., 2015). We also account for whether a firm started as an informal (unregistered) firm. 

Note that we do not control for foreign ownership as we only use a sample of domestic firms. We explore 

the influence of manager education and experience on labor productivity. 
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Column 1 of table 2 presents the findings for the pooled sample. Columns 2 and 3 divide the sample between 

migrant-owned and native-owned firms respectively and report the results. The main finding, as reported 

in column 1 of table 2, is that the coefficient of the migrant-owned firm dummy variable is positive and 

statistically significant at the 5% level. Thus migrant-owned firms are more productive than native-owned 

firms. 

 

For the pooled sample (table 2, column 1), firms with managers with a secondary education or higher, tend 

to be more productive. This finding is statistically significant at the 5% level. This is also found to be true 

for the migrant-owned and the native-owned firm sub-samples, the former highly statistically significant at 

the 1% level while the latter barely statistically significant at the 10% level. Furthermore, firms in the 

service sector are more productive than the manufacturing sector, irrespective of whether they are native-

owned or migrant-owned. Labor productivity is positively correlated with the age of the firm, statistically 

significant at the 5% level for only the pooled sample and the native-owned sample. For both the pooled 

sample and the native sample, being registered when the firm started operations (formal) is positively 

correlated with labor productivity. The finding is statistically significant at the 5% level for the full sample, 

and 1% for the native-owned subsample. Assuming that firms that started off informally have more similar 

characteristics to informal firms, informality is associated with lower productivity for native-owned firms. 

 

Firms with ISO certifications as well as with a loan or line of credit have higher levels of productivity for 

the pooled sample, with the former finding statistically significant at the 1 percent level, and the latter at 

the 5% level. Both these findings also hold true for the native-owned firms but not for migrant-owned firms. 

The duration of power outages has no statistically significant correlation with labor productivity for the 

pooled sample, or native-owned firm subsample. However, the duration of power outages does have a 

negative relationship with productivity for migrant-owned firms, statistically significant at the 5 percent 

level. The implication is that poor power infrastructure hurts the productivity of migrant-owned firms but 

not native-owned firms. 
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Government interactions such as average number of visits or meetings with tax officials have no statistically 

significant relationship with labor productivity for the pooled sample, or any of the native-owned and 

migrant-owned firm subsamples. However, the expectation to make payments or provide gifts to get things 

done has a negative association with the labor productivity of migrant-owned firms, although statistically 

not significant. However, surprisingly the relationship is positive and statistically significant for native-

owned firms. The implication may be that bribery transfers some advantages to native-owned firms but 

none to migrant-owned firms.  

 
 

3. Labor Productivity Decomposition Methodology 
 
Oaxaca-Blinder decompositions have been widely used in the literature to explain gender wage gaps, wage 

inequality and productivity (Oaxaca, 1973; Blinder, 1973, Kilic et al., 2015; Fortin, 2006; O’Neill and 

O’Neill, 2006). The same methodology has also been used to explain the gender gap in agricultural labor 

productivity (Palacios-Lopez and Lopez, 2015). For this study we employ the same methodology to explain 

the labor productivity gap of migrant-owned and native-owned firms. It is important to note that 

decompositions are based on correlations with no causal implications. Decompositions uncover the 

contributions of various factors to the gap, in an accounting sense. However, they are silent on whether the 

relationships are indeed causal. 

 

We estimate the log of labor productivity of migrant-owned firms as follows:  

 

𝑌𝑌𝑀𝑀 = 𝛽𝛽𝑀𝑀0 + �𝛽𝛽𝑀𝑀𝑀𝑀𝑋𝑋𝑀𝑀𝑀𝑀

𝐽𝐽

𝑀𝑀=1

+ 𝜖𝜖𝑀𝑀                                                                                                            (1) 

 
Where 𝑌𝑌𝑀𝑀 is the log of sales per worker for migrant-owned firms, and 𝑋𝑋  is a vector of j observable factors 

that encompass firm-level characteristics as well as business environment elements that can influence the 
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productivity of firms. Country-level characteristics are captured by country fixed effects included in the 

estimations. 𝜖𝜖𝑀𝑀 is the error term. The counterpart of equation (1) for native-owned firms is presented below 

in equation (2), where the subscripts M are replaced by N to connote native-owned firms. Thus we assume 

𝐸𝐸(𝜖𝜖𝑀𝑀) = 𝐸𝐸(𝜖𝜖𝑁𝑁) = 0. 

 

𝑌𝑌𝑁𝑁 = 𝛽𝛽𝑁𝑁0 + �𝛽𝛽𝑁𝑁𝑀𝑀𝑋𝑋𝑁𝑁𝑀𝑀

𝐽𝐽

𝑀𝑀=1

+ 𝜖𝜖𝑁𝑁                                                                                                             (2) 

 
 
Taking the expectation of the log labor productivity of migrant-owned firms, equation (1) can be written 
as: 
 

𝐸𝐸(𝑌𝑌𝑀𝑀) = 𝐸𝐸 �𝛽𝛽𝑀𝑀0 + �𝛽𝛽𝑀𝑀𝑀𝑀𝑋𝑋𝑀𝑀𝑀𝑀

𝐽𝐽

𝑀𝑀=1

+ 𝜖𝜖𝑀𝑀�                                                                                         (3) 

 

= 𝛽𝛽𝑀𝑀0 + �𝛽𝛽𝑀𝑀𝑀𝑀𝐸𝐸(𝑋𝑋𝑀𝑀𝑀𝑀)
𝐽𝐽

𝑀𝑀=1

  

 
 
Along similar lines, taking the expectation of native-owned firms, equation (2) can be written as: 
 

𝐸𝐸(𝑌𝑌𝑁𝑁) = 𝐸𝐸 �𝛽𝛽𝑁𝑁0 + �𝛽𝛽𝑁𝑁𝑀𝑀𝑋𝑋𝑁𝑁𝑀𝑀

𝐽𝐽

𝑀𝑀=1

+ 𝜖𝜖𝑁𝑁�                                                                                      (4) 

 

= 𝛽𝛽𝑁𝑁0 + �𝛽𝛽𝑁𝑁𝑀𝑀𝐸𝐸(𝑋𝑋𝑁𝑁𝑀𝑀)
𝐽𝐽

𝑀𝑀=1

 

 
The labor productivity gap (D) can be expressed as 𝐷𝐷 =  𝐸𝐸(𝑌𝑌𝑀𝑀) − 𝐸𝐸(𝑌𝑌𝑁𝑁).  Thus, the labor productivity gap 

can be obtained by equation (3) minus equation (4) and expressed as equation (5) below. 

 
 

𝐷𝐷 = 𝛽𝛽𝑀𝑀0 +�𝛽𝛽𝑀𝑀𝑀𝑀𝐸𝐸(𝑋𝑋𝑀𝑀𝑀𝑀)
𝐽𝐽

𝑀𝑀=1

− 𝛽𝛽𝑁𝑁0 −�𝛽𝛽𝑁𝑁𝑀𝑀𝐸𝐸�𝑋𝑋𝑁𝑁𝑀𝑀�
𝐽𝐽

𝑀𝑀=1

                                                          (5) 
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Rearranging equation (5) by adding and subtracting ∑ 𝛽𝛽𝑀𝑀𝑀𝑀𝐸𝐸(𝑋𝑋𝑁𝑁𝑀𝑀)𝐽𝐽

𝑀𝑀=1 , we obtain: 
 
 
𝐷𝐷 =  ∑ �𝐸𝐸(𝑋𝑋𝑀𝑀𝑀𝑀) − 𝐸𝐸(𝑋𝑋𝑁𝑁𝑀𝑀)�𝛽𝛽𝑀𝑀𝑀𝑀

𝐽𝐽
𝑀𝑀=1�������������������

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸

  +   𝛽𝛽𝑀𝑀0 − 𝛽𝛽𝑁𝑁0 + ∑ ��𝛽𝛽𝑀𝑀𝑀𝑀 − 𝛽𝛽𝑁𝑁𝑀𝑀�𝐸𝐸�𝑋𝑋𝑁𝑁𝑀𝑀��
𝐽𝐽
𝑀𝑀=1���������������������������

𝑆𝑆𝐸𝐸𝑆𝑆𝑆𝑆𝐸𝐸𝐸𝐸𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸

           (6) 

 
 
 
Where ∑ �𝐸𝐸(𝑋𝑋𝑀𝑀𝑀𝑀) − 𝐸𝐸(𝑋𝑋𝑁𝑁𝑀𝑀)�𝛽𝛽𝑀𝑀

𝐽𝐽
𝑀𝑀=1  is the endowment effect and 𝛽𝛽𝑀𝑀0 − 𝛽𝛽𝑁𝑁0 + ∑ ��𝛽𝛽𝑀𝑀𝑀𝑀 − 𝛽𝛽𝑁𝑁𝑀𝑀�𝐸𝐸�𝑋𝑋𝑁𝑁𝑀𝑀��

𝐽𝐽
𝑀𝑀=1  

is the structural effect. The first part (𝛽𝛽𝐹𝐹0 − 𝛽𝛽𝑀𝑀0) of the structural component reflects differential regression 

intercepts for male- and female-managed firms. This is the unexplained differences across the two groups 

due to unobservables. The second part (∑ ��𝛽𝛽𝐹𝐹𝑀𝑀 − 𝛽𝛽𝑀𝑀𝑀𝑀�𝐸𝐸�𝑋𝑋𝑀𝑀𝑀𝑀��
𝐽𝐽
𝑀𝑀=1 ) is the differences in slope coefficients. 

This represents the combined effect of returns to all the covariates. Equations (1) and (2) are estimated 

using OLS. The coefficients obtained and the mean values of the covariates are used to compute equation 

(6). The endowment and structural effects are further disaggregated using a detailed decomposition in order 

to analyze the contribution of each covariate. 

 

There are two important assumptions needed for the decomposition in equation (6) to be valid. First is the 

assumption of overlapping support and second is the assumption of ignorability. Under the assumption of 

overlapping support, the distribution of the covariates of both migrant and native-owned firm 

subpopulations overlap. That is the covariates 𝑋𝑋 cannot attain a single value 𝑋𝑋 = 𝑥𝑥 or 𝜖𝜖 = 𝑒𝑒 such that 

migrant-owned firms are identified. Ignorability assumes the random assignment of migrant-owned firms 

conditional on controlling for the covariates. In other words, we assume the status of being a migrant-owned 

firm is random after accounting for various factors – this would rule out self-selection based on 

unobservables. In addition, for the detailed decomposition we have to assume additive linearity and zero 

condition mean. The former assumes a linear functional form. This is maintained given the linear log labor 

productivity functions specified.  The latter assumes that no unobserved heterogeneity determines jointly 

the observable attributes and the outcome.  



11 
 

 
 
 
 

4. Results 
 
The gap in labor productivity between native-owned and migrant-owned businesses is 0.78 (table 3). 

Therefore, on average labor productivity is 78% higher for migrant-owned firms than native- owned firms. 

As described above, the labor productivity gap can be decomposed into an endowment effect and a 

structural effect. The endowment effect refers to the incidence of a certain factor or attribute of a firm that 

affects the productivity gap. For instance, the education of the top manager, or access to a loan or line of 

credit. The structural effect is how the returns to a certain factor or attribute affect the productivity gap. For 

instance, the effect of the returns of an additional year of experience of the top manager, or the effect of 

having a loan or line of credit on widening or narrowing the gap. In other words, the endowment effect 

refers to the existence of certain attributes the firms are endowed with while the structural effect refers to 

how firms utilize these attributes or are impacted by them.  

 

Structural effects account for most of the labor productivity gap between migrant-owned and native-owned, 

while the endowment effects make no statistically significant contribution to the gap (table 3). About 81 

percent of the gap is due to structural effects, while 19 percent of the gap is due to endowment effects. The 

implication is that the productivity gap is driven more by differences in the returns to various factors than 

by differences in endowments. Below we turn to the findings of the detailed decomposition of the 

productivity gap by endowment and structural effects. The results of the Oaxaca decomposition are 

presented in table 3. 

 

 
Endowment effects 
 
Endowments do not have a statistically meaningful relationship with the labor productivity gap between 

native-owned and migrant-owned firms. This is reflected by the comparisons in table 1 that shows that there 
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is very little difference between migrant-owned and native-owned firms in terms of their characteristics. It 

may be that formal firms share similar characteristics, and thus a successful migrant-owned firm is not 

much different than a successful native-owned firm. Only 19 percent of the labor productivity gap is 

explained by the endowment effects. However, the returns to these endowments to migrant or foreign-

owned firms may explain the labor productivity gap. 

 
 
Structural effects 
 
The structural effects account for 81 percent of the labor productivity gap, statistically significant at the 1% 

level. Since the migrant-owned firms are more productive than native-owned firms, any factor that widens 

the gap favors migrant-owned over native- owned firms, while any factor that narrows the gap favors native- 

owned over migrant-owned firms. The returns to the education of the manager is found to improve labor 

productivity significantly for migrant-owned firms far more than native-owned firms as indicated in 

columns 2 and 3 of table 2. The difference in returns to manager education widens the labor productivity 

gap by 223% between native-owned and migrant-owned firms.  In terms of magnitude, this is the largest 

positive contributor to the labor productivity gap. In fact, this is the only factor that widens the gap between 

native-owned and foreign-owned firms. The notable finding is that there is no statistically significant 

difference between migrant-owned firms and native-owned firms in education attainment. It is thus not the 

level of education but the returns to education that contribute to the gap in productivity between migrant-

owned firms and native-owned firms. Given the data limitations, we cannot uncover the specific reason for 

the difference in the returns to education. One possibility is that more educated managers in migrant-owned 

firms have access to knowledge from a variety of sources that may complement the knowledge of local 

employees. Complementarities in tasks between migrants and natives can raise the labor productivity of 

firms (Peri and Sparber 2009). Another possibility is a selection effect – individuals with more ability are 

the ones that tend to migrate, so the migrant-owned firms tend to have owners with high returns to education 

(Mitaritonna et al., 2017; Peri et al. 2015). 
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Beginning operations as a formal firm raises the labor productivity of native-owned firms but has no 

statistically significant effect on migrant-owned firms (table 2, columns 2 and 3).  The returns to starting 

formal contributes towards narrowing the labor productivity gap by 122% - the largest contributor to 

narrowing the gap, although only statistically significant at the 10 percent level. In the sample, the incidence 

of starting formally is higher for migrant-owned firms than native-owned firms, although the difference is 

statistically insignificant. Table 2 shows that being formally registered at the start of operations increases 

productivity of native-owned firms but it does not have a significant effect on migrant-owned firms,  thus 

since the returns from being formal are higher for native firms, this effect contributes to closing the 

productivity gap. Informality confers several disadvantages to firms – they are small in scale, they have 

limited access to finance, they are more vulnerable to shocks, and they are typically run by managers with 

low education attainment (La Porta and Shleifer, 2014; Banerjee and Duflo 2011). We also find that the 

returns of being part of a large firm narrows the labor productivity gap between migrant-owned and native-

owned firms by 19 percent. 

 

Interactions with government officials play a vital role in characterizing the business environment. The 

effect on labor productivity of the expectation to make informal payments to get things done is negative but 

statistically insignificant for migrant-owned firms, while it is positive for native–owned firms (columns 2 

and 3 of table 2). The fact that the impact of expecting to pay bribes is far worse for migrant-owned firms 

than native-owned firms, narrows the gap in labor productivity by 44%. In terms of magnitude, this is the 

third largest contribution to the labor productivity gap. The positive effect of the expectation of gifts to get 

things done on the productivity of native-owned firms is one of the surprising findings of this study. One 

possibility is that native-owned firms use bribes to “grease the wheels,” which has been found to improve 

efficiency in countries with weak institutions (Meon and Weill, 2010). Migrant-owned firms may not have 

access to such avenues, and may in fact risk being harassed by government officials. Regardless, the 

findings are indicative that corruption is detrimental to migrant-owned firms with respect to their 

productivity advantage over native-owned firms. 
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Lengthy power outages reduce the labor productivity of migrant-owned firms but has no statistically 

significant effect on native-owned firms (table 2, columns 2 and 3).  This contributes towards narrowing 

the labor productivity gap by 39%. The duration of power outages is not statistically significantly different 

between native-owed and migrant-owned firms. Thus, even with similar levels of outages, migrant-owned 

firms suffer more in terms of productivity than native-owned firms. This may be because migrant-owned 

firms have fewer resources to buffer against power outages. 

 

Finally, having a loan or line of credit has a positive and statistically significant effect on native-owned 

firms but no effect of migrant-owned firms. The returns to having a loan contributes to lower the 

productivity advantage of migrant-owned firms by 27 %. Only 13 percent of migrant-owned firms have 

access to a loan or line of credit as compared to 24 percent of native-owned firms – the difference is 

statistically significant at the 1% level. Thus native-owned have better access to loans to improve 

productivity, while migrant-owned firms are not. This could be explained by some degree of discrimination 

in the financial market that may imply migrant-owned firms receive loans at less favorable terms than 

native-owned firms. Discrimination in financial markets towards migrant firms has been found in the 

literature (Bruder et al., 2011; Blanchflower et al., 2003). 

5. Robustness of Main Regressions 

To bolster the compliance of our results to the ignorability and zero conditional mean assumptions, we 

conduct a number of robustness checks for the main specification in table 2. We first include additional 

covariates that have low response rates to test the stability of our findings. We also explore if the use of 

value-added instead of sales, and accounting for capital intensity influences the findings, despite the low 

response rates of these variables. We also loosen our restriction on fully domestic owned firms, by allowing 

foreign own firms into the sample. Finally, we check if our main regressions are dominated by any single 

country in the sample. 
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Additional Controls 

A number of variables could be included in the main specification in table 2. Wages as well as costs of raw 

materials (for manufacturing firms) and cost of finished goods purchased for resale (for retail firms) are 

important determinants of labor productivity. However, recovering such financial information is typically 

difficult in surveys, and thus are plagued with low response rates. Furthermore, the ES do not have direct 

wage information, but labor cost information. On top of total annual wages, labor costs include all annual 

benefits such as food, transport, social security (i.e. pensions, medical insurance, and unemployment 

insurance). Regardless, we include these cost variables as a robustness check in table 4. We find that the 

sign and significance of the coefficient of the migrant-owned firm variable is retained. However, we lose 

almost one-third of the sample with the inclusion of these variables. 

 

The rough proxy for capital use in our estimations is the binary variable that captures whether a firm 

purchases fixed assets within the last fiscal year of the survey. There are additional variables in the survey 

that capture capital intensity -  the amount a firm spent on machinery in the last fiscal year, and capital 

stock - the net book value of machinery and equipment. However, these measures are noisy and suffer from 

low response rates. Nevertheless, we include them in the estimations presented in table 6. Column 1 of table 

6 is based on the sample of firms that spent on equipment and machinery in the fiscal year prior to the date 

of the survey. The sign and significance of the coefficient of the migrant-owned firm variable is retained. 

We also find that higher spending on machinery and equipment is associated with higher labor productivity. 

In column 2, we replace the machinery and expenditure variable with the net book value of machinery and 

equipment. The response rates of the measure casts doubts on how much confidence can be placed on the 

estimations. However, the sign and significance of the coefficient of the migrant-owned firm variable is 

retained and a higher net book value of fixed assets is associated with higher labor productivity. 

 

Value Added 
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Information on costs incurred by services sector firms other than retail firms is not available in the ES. 

Therefore, in table 6 we repeat the main specification in table 2, replacing labor productivity with value 

added per worker for only manufacturing and retail firms. For manufacturing firms, value added is 

calculated as sales minus cost of raw materials. Value added for retail firms is calculated as sales minus 

finished goods bought for resale. The findings presented in column 3 of table 6 are even stronger – the 

coefficient of the migrant ownership variable is statistically significant at the 1% level and larger in 

magnitude than the base results in table 2. However, this comes at a cost of losing almost 60 percent of the 

sample due to the omission of service sector firms (apart from retail) and the low response rate of cost 

variables. 

 
Foreign Ownership 
 
In the analysis above we have excluded foreign owned firms to separate migrant-owned firms versus 

multinational firms. As a robustness check, we run the base regressions in table 2 column 1 with the whole 

sample including both foreign owned and domestically owned firms. The findings are provided in column 

1 of table 5. We also restrict the sample to firms with 50% or more domestic ownership. We report these 

findings in column 2 of table 5. As shown in table 5, regardless of the degree of foreign ownership, migrant-

owned firms have higher labor productivity than native-owned firms, with the difference being statistically 

significant at the 1 percent level. 

 
 
Country Dominance 
 
A legitimate concern regarding our findings is that they may be dominated by a single country in the sample 

of 20 countries. We thus repeat our base estimation in column 1 of table 2, dropping one country at a time 

to see if the coefficient of the migrant ownership variable is affected. In figure A1 we graph out the 

coefficient for migrant ownership, indicating which country is dropped. We also present the 90 percent 

confidence interval. As shown in figure A1, our findings are not dominated by any single country. 
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6. Conclusion 
 
Migration is a global phenomenon. In this study we examined the role of migrants in 20 developing Africa 

economies as business owners. We find that labor productivity is 78% higher in migrant-owned firms than 

native-owned firms. Furthermore, a sizeable portion of this gap can be attributed to the returns to the 

education of the top manager of the firm. Given that for about 94 percent of the sample, the owner is also 

the top manager, we can make an argument that part of the story is that high ability individuals tend to 

migrate and thus the high returns to education of such migrants enable them to run highly productive 

enterprises. Overall, this study provides an important gateway of prioritizing migration and integration 

policies. By uncovering the crucial factors that led to successful migrant-owned firms, such as education, 

government interactions and power infrastructure, integration policies can focus on these aspects for 

economies to maximize the contribution of entrepreneurial migrants.  

 

However, the study does have some drawbacks. Our definition of migrant-owned firms is based on the 

nationality of origin of the owner of the firm but not on the characteristics of the workforce of the firm. 

This decision was undertaken as we do not have information on the composition of the workforce of the 

firm. Analysis based on the composition of the firm’s workforce could complement our analysis and be 

more informative for integration policies. Furthermore, information on how long the migrant owner has 

resided in the economy would be useful to gauge the degree of integration into the economy. Finally, if 

migrant-owned firms are more likely to exit the market than native-owned firms, then there may be an 

upward bias in our results as the more successful migrant-owned firms will be the ones that remain in the 

sample.  

 

Regardless, the analysis presented in this study is unique and was only possible due to a set extra questions 

on nationality that were included in many Enterprise Surveys on special request. Given that the migration 

debate is topical, we hope this study is a first step in encouraging greater data collection efforts on migrants 

and firms. We recommend a set of questions on the labor force and top manager in relation to migrant 
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status. Specifically, future Enterprise Surveys would allow a more detailed analysis on migration if data 

was included on the percentage of labor force that are migrants, whether the top manager is a migrant, and 

on average how long they have been migrants.  

 

 

i Note that for 94 percent of the firms in the sample of 14 economies for which data is available, the owner is also 
the top manager. 
ii For studies exploring productivity of rural enterprises that are mostly outside of our defined universe see Nagler 
and Naude (2017); Owee and Naude (2017). 
iii Sales per worker for the whole sample including both migrant and native-owned firms is USD 2.4 million for 
manufacturing firms, USD 400,140 for retail firms, and USD 953,830 for other services firms 
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Figure 1: Kernel density estimates of the log of labor productivity for migrant-owned and native-
owned firms 
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Table 1: Descriptive Statistics and Test of Mean Difference by Migrant Status of Largest Owner 
 

  ALL Migrant Native   
Log of Labor Productivity (Sales per Worker) 9.27 9.99 9.21 *** 
Firm size 21.12 24.82 20.86  
Firm is part of a larger firm (%) 0.13 0.14 0.13  
Top manager experience in sector (years) 13.84 14.38 13.80  
Manager education: Secondary and above 0.91 0.87 0.92  
Firm purchased fixed assets (%) 0.45 0.44 0.45  
Firm Age 11.89 14.26 11.72  
Firms formally registered when it started operations in the country (%) 0.80 0.84 0.80  
Firms with ISO certification ownership (%) 0.12 0.12 0.12  
Average number of visits or required meetings with tax officials. 2.98 3.65 2.93  
Firms expected to pay gifts to get things done (%) 0.30 0.25 0.30  
Sales Exported Directly (% Sales) 1.67 1.39 1.69  
Working Capital Bank Financing (%) 8.52 10.11 8.41  
Firms have a line of credit or loan at this time (%) 0.23 0.13 0.24 *** 
Firm pays for security Y/N 0.54 0.67 0.53  
Firm experienced crime Y/N 0.28 0.30 0.27  
Duration of Power Outages (hours) 5.08 3.89 5.16  
Service sector (%) 0.76 0.75 0.76   
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Table 2: Base OLS Regressions  

Dependent Variable Log of Labor Productivity (Sales 
per Worker) 

  ALL Migrant Native 

  coef/se coef/se coef/se 

Migrant largest owner (Y:1 N:0) 0.672**   
 (0.263)   

Log of firm size 0.007 -0.067 0.013 
 (0.074) (0.211) (0.079) 

Firm is part of a larger firm Y:1 N:0 0.075 -1.026 0.063 
 (0.233) (0.642) (0.253) 

Log of top manager experience in sector (years) -0.057 0.120 -0.065 

 (0.109) (0.341) (0.116) 

Manager education: Secondary (complete or not) and above 0.496** 2.288*** 0.394* 

 (0.227) (0.686) (0.228) 

Firm purchased fixed assets Y:1 N:0 0.211 0.507 0.189 
 (0.131) (0.357) (0.136) 

Log of age of firm 0.234** 0.445 0.209** 
 (0.095) (0.300) (0.095) 

Firm was formally registered when it started operations in the country Y:1 N:0 0.399** -0.758 0.437*** 
 (0.163) (0.671) (0.163) 

Firms with ISO certification ownership Y/N 0.618*** -0.050 0.560*** 
 (0.172) (0.646) (0.180) 

Average number of visits or required meetings with tax officials. -0.010 -0.005 -0.015 
 (0.011) (0.025) (0.012) 

Firms expected to pay gifts to get things done Y/N 0.314* -0.719 0.418** 
 (0.170) (0.570) (0.178) 

Sales Exported Directly (% Sales) 0.004 -0.002 0.004 
 (0.008) (0.012) (0.008) 

Working Capital Bank Financing (%) 0.004 -0.004 0.005 
 (0.003) (0.005) (0.004) 

Establishment has a line of credit or loan at this time 0.451** -0.410 0.447** 
 (0.188) (0.584) (0.194) 

Firm pays for security Y/N 0.145 0.096 0.144 
 (0.141) (0.496) (0.145) 

Firm experienced crime Y/N -0.225 0.310 -0.223 
 (0.163) (0.390) (0.171) 

Duration of Power Outages (hours) -0.004 -0.063** -0.004 
 (0.002) (0.031) (0.002) 

sector_MS==Services 0.439*** 0.684** 0.426*** 
 (0.140) (0.311) (0.143) 

Constant 9.263*** 7.364*** 8.510*** 
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  (0.727) (1.399) (0.663) 

Country Fixed Effects YES YES YES 

Number of observations 2,037 155 1,882 

note:  *** p<0.01, ** p<0.05, * p<0.1   
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Table 3: Decomposition Results 

  Differential Explained Unexplained 

  coef/se coef/se coef/se 

Migrant-owned firms log of labor productivity 9.994***   
 (0.250)   

Native-owned firms log of labor productivity 9.214***   
 (0.071)   

Difference 0.781***   
 (0.261)   

Log of firm size  -0.006 -0.203 
  (0.021) (0.560) 

Firm is part of a larger firm Y:1 N:0  -0.009 -0.145* 
  (0.048) (0.080) 

Log of top manager experience in sector (years)  -0.005 0.438 

  (0.023) (0.694) 

Manager education: Secondary (complete or not) and above  -0.111 1.738*** 

  (0.178) (0.581) 

Firm purchased fixed assets Y:1 N:0  -0.005 0.142 
  (0.044) (0.149) 

Log of age of firm  0.076 0.505 
  (0.088) (0.548) 

Firm was formally registered when it started operations in the country Y:1 
N:0 

 -0.030 -0.954* 

  (0.046) (0.566) 

Firms with ISO certification ownership Y/N  0.0002 -0.074 

  (0.004) (0.084) 

Average number of visits or required meetings with tax officials.  -0.003 0.030 

  (0.016) (0.070) 

Firms expected to pay gifts to get things done Y/N  0.036 -0.343** 

  (0.058) (0.161) 

Sales Exported Directly (% Sales)  0.001 -0.011 
  (0.003) (0.020) 

Working Capital Bank Financing (%)  -0.007 -0.073 

  (0.013) (0.050) 

Establishment has a line of credit or loan at this time  0.044 -0.207* 

  (0.053) (0.125) 

Firm pays for security Y/N  0.013 -0.026 
  (0.063) (0.254) 
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Firm experienced crime Y/N  0.008 0.146 
  (0.029) (0.111) 

Duration of Power Outages (hours)  0.080 -0.307** 
  (0.079) (0.121) 

sector_MS==Services  -0.010 0.196 
  (0.037) (0.277) 

Country  0.079 0.920 
  (0.245) (0.914) 

Total  0.152 0.629*** 
  (0.300) (0.203) 

Constant   -1.146 

      (1.319) 

Number of observations 2,037 

note:  *** p<0.01, ** p<0.05, * p<0.1    
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Table 4: Robustness – Inclusion of Cost Variables 
 

Dependent Variable Log of Labor Productivity (Sales per Worker) 

  ALL Migrant Native 

  coef/se coef/se coef/se 

Migrant largest owner (Y:1 N:0) 0.485**   
 (0.222)   

Log of wages (labor cost per employee) 0.750*** 0.607*** 0.743*** 

 (0.044) (0.152) (0.046) 

Log of raw materials per employee (manufacturing only) 0.017 0.005 0.011 

 (0.011) (0.029) (0.010) 

Log of finished goods bought for resale per employee (retail only) 0.011 0.023 0.011 

 (0.007) (0.021) (0.007) 

Log of firm size 0.060 -0.333* 0.078 
 (0.070) (0.196) (0.073) 

Firm is part of a larger firm Y:1 N:0 -0.119 -0.500 -0.145 
 (0.160) (0.541) (0.167) 

Log of top manager experience in sector (years) 0.158* 0.590 0.138 

 (0.084) (0.409) (0.090) 

Manager education: Secondary (complete or not) and above 0.254 0.810 0.234 

 (0.199) (0.992) (0.201) 

Firm purchased fixed assets Y:1 N:0 0.018 -0.148 0.031 
 (0.113) (0.419) (0.118) 

Log of age of firm 0.030 0.367 0.016 
 (0.078) (0.407) (0.081) 

Firm was formally registered when it started operations in the 
country Y:1 N:0 -0.181 -0.968 -0.139 

 (0.161) (0.629) (0.168) 

Firms with ISO certification ownership Y/N 0.503*** -0.544 0.541*** 

 (0.150) (0.741) (0.154) 

Average number of visits or required meetings with tax officials. -0.011 -0.009 -0.008 

 (0.009) (0.021) (0.010) 

Firms expected to pay gifts to get things done Y/N -0.055 -0.148 -0.007 

 (0.137) (0.686) (0.142) 

Sales Exported Directly (% Sales) 0.020** 0.025** 0.019** 
 (0.008) (0.012) (0.008) 
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Working Capital Bank Financing (%) 0.007** -0.005 0.008** 

 (0.003) (0.005) (0.003) 

Establishment has a line of credit or loan at this time 0.041 -0.565 0.053 

 (0.139) (0.521) (0.146) 

Firm pays for security Y/N 0.025 0.224 0.024 
 (0.121) (0.760) (0.125) 

Firm experienced crime Y/N -0.105 -0.079 -0.091 
 (0.150) (0.574) (0.158) 

Duration of Power Outages (hours) -0.010 -0.047 -0.008 
 (0.007) (0.031) (0.008) 

sector_MS==Services 0.454 0.280 0.269 
 (0.306) (0.955) (0.286) 

Constant 5.032** 3.874*** 3.052*** 
 (2.118) (0.853) (0.622) 

Country Fixed Effects YES YES YES 

Number of observations 1,382 107 1,275 

note:  *** p<0.01, ** p<0.05, * p<0.1    
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Table 5: Robustness – Foreign Ownership 

Dependent Variable Log of Labor Productivity (Sales per Worker) 

  All Domestic and Foreign Firms Domestic Ownership 
50% and Above 

  coef/se coef/se 

Migrant largest owner (Y:1 N:0) 0.620*** 0.686*** 
 (0.151) (0.235) 

Log of firm size -0.088 -0.065 
 (0.075) (0.096) 

Firm is part of a larger firm Y:1 N:0 0.382** 0.229 
 (0.168) (0.221) 

Log of top manager experience in sector (years) 0.017 0.024 

 (0.086) (0.106) 
Manager education: Secondary (complete or not) and 
above 0.532*** 0.469** 

 (0.192) (0.216) 

Firm purchased fixed assets Y:1 N:0 0.275** 0.204 
 (0.116) (0.130) 

Log of age of firm 0.265*** 0.230** 
 (0.078) (0.090) 

Firm was formally registered when it started operations in 
the country Y:1 N:0 0.259* 0.317* 

 (0.154) (0.165) 

Firms with ISO certification ownership Y/N 0.411*** 0.520*** 

 (0.147) (0.168) 
Average number of visits or required meetings with tax 
officials. -0.015 -0.006 

 (0.010) (0.011) 

Firms expected to pay gifts to get things done Y/N 0.189 0.214 

 (0.139) (0.163) 

Sales Exported Directly (% Sales) 0.005 0.006 
 (0.005) (0.007) 

Working Capital Bank Financing (%) 0.004 0.004 

 (0.003) (0.003) 

Establishment has a line of credit or loan at this time 0.380** 0.420** 

 (0.151) (0.174) 

Firm pays for security Y/N 0.212* 0.153 
 (0.126) (0.142) 

Firm experienced crime Y/N -0.203 -0.246 
 (0.137) (0.162) 
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Duration of Power Outages (hours) -0.001 -0.001 
 (0.002) (0.002) 

sector_MS==Services 0.485*** 0.460*** 
 (0.119) (0.138) 

Constant 8.222*** 9.606*** 
 (0.524) (0.681) 

Country Fixed Effects YES YES 

Number of observations 2,818 2,224 

note:  *** p<0.01, ** p<0.05, * p<0.1   
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Table 6: Robustness – Capital Intensity and Value Added per Worker 
 

  
Log of Labor Productivity 

(Sales per Worker) 

Log of Value Added per 
Worker (Manufacturing and 

Retail Firms only) 
  coef/se coef/se coef/se 

Migrant largest owner (Y:1 N:0) 0.517** 1.664** 1.135*** 
 (0.229) (0.805) (0.432) 

Log of amount spent on machinery and equipment over the last fiscal 
year 0.456***    

 (0.048)    

Log of net book value of machinery and equipment  0.247**   
  (0.118)   

Log of firm size -0.307*** -0.415 -0.046 
 (0.108) (0.326) (0.144) 

Firm is part of a larger firm Y:1 N:0 0.099 -0.356 0.225 
 (0.252) (0.524) (0.521) 

Log of top manager experience in sector (years) -0.145 0.463 -0.035 
 (0.121) (0.346) (0.226) 

Manager education: Secondary (complete or not) and above -0.039 0.438 0.188 

 (0.353) (0.453) (0.290) 

Log of age of firm 0.348** -0.503 -0.012 
 (0.155) (0.327) (0.173) 

Firm was formally registered when it started operations in the country 
Y:1 N:0 0.136 0.844* 0.330 

 (0.230) (0.433) (0.276) 

Firms with ISO certification ownership Y/N 0.647*** 1.533** 0.748** 
 (0.248) (0.673) (0.319) 

Average number of visits or required meetings with tax officials. 0.016 -0.026 -0.018 

 (0.024) (0.022) (0.013) 

Firms expected to pay gifts to get things done Y/N -0.186 0.323 0.413 
 (0.235) (0.444) (0.333) 

Sales Exported Directly (% Sales) 0.001 0.005 0.012 
 (0.009) (0.011) (0.009) 

Working Capital Bank Financing (%) 0.004 -0.017 -0.004 
 (0.004) (0.013) (0.006) 

Establishment has a line of credit or loan at this time 0.138 1.548** 0.734* 
 (0.202) (0.740) (0.404) 

Firm pays for security Y/N 0.134 -0.852* -0.112 
 (0.194) (0.488) (0.292) 

Firm experienced crime Y/N 0.031 0.014 -0.288 
 (0.216) (0.619) (0.285) 

Duration of Power Outages (hours) 0.006 -0.021 -0.028** 
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 (0.013) (0.015) (0.011) 

sector_MS==Services 0.189 0.187 0.450* 
 (0.193) (0.612) (0.238) 

Constant 6.013*** 6.474*** 7.505*** 

  (0.857) (1.504) (0.813) 

Country Fixed Effects YES YES YES 

Number of observations 688 358 816 

note:  *** p<0.01, ** p<0.05, * p<0.1    
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Table A1: Country composition 
 

Country Migrant-Owned Firms Native-Owned Firms 

Angola 2010 17% 83% 
Benin 2009 13% 87% 
Botswana 2010 14% 86% 
Burkina Faso 2009 2% 98% 
Cameroon 2009 2% 98% 
Cabo Verde 2009 25% 75% 
Central African Republic2011 9% 91% 
Chad 2009 1% 99% 
Congo 2009 0% 100% 
Côte d'Ivoire 2009 15% 85% 
Democratic Republic of Congo 2010 2% 98% 
Eritrea 2009 6% 94% 
Ethiopia 2011 2% 98% 
Gabon 2009 15% 85% 
Lesotho 2009 8% 92% 
Liberia 2009 6% 94% 
Mali 2010 2% 98% 
Niger 2009 6% 94% 
Rwanda 2011 3% 97% 
Togo 2009 3% 97% 
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Figure A1: Robustness to Country Dominance 
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