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Start-up activity 2020: a rollercoaster of highs and lows. 
Coronavirus crisis brings new low in full-time business 
starters but also holds  opportunities 

Number of business start-ups fell 

Start-up activity in Germany dropped in 2020 as a 

result of the outbreak of the coronavirus crisis. The 

number of business starters decreased to 537,000. 

Full-timers and part-timers were equally affected. 

The number of part-time business start-ups dropped 

to 336,000, while the number of full-time start-ups 

slipped to 201,000, a new low. 

The crisis: an opportunity for many 

The year of the coronavirus crisis saw a larger share 

of business starters seizing business opportunities. 

Their share rose to 80%, leaving the number of 

opportunity start-ups at a relatively steady 428,000 

despite declining start-up activity. 

Coronavirus crisis hit self-employed women 

harder but number of female business starters 

keeps stable 

The coronavirus crisis dealt a particularly heavy blow 

to self-employed women, given the sectors they tend 

to work in. Nevertheless, the number of female busi-

ness starters in 2020 was only marginally below the 

previous year’s level, at 205,000. Aspiring female 

entrepreneurs appear to have adapted to the new 

crisis conditions faster and ultimately realised their 

start-up plans more often than men. Thus, female 

business starters were more likely to adapt their 

business models in 2020 than their male counter-

parts. 

Fewer obstacles, poorer grades 

Most of the (typical) obstacles to start-ups were per-

ceived less frequently than usual in 2020. This is 

likely related to the coronavirus crisis, which posed 

challenges that overshadowed everything and 

deterred many aspiring entrepreneurs from the out-

set. People who already had clear ideas and, 

accordingly, perceived obstacles less often were 

therefore more likely to start a business. Still, busi-

ness starters generally judged Germany more 

harshly as a start-up location than in previous years. 

Outlook for 2021 

The forecast for the business cycle and labour mar-

ket in 2021 is good and that should benefit start-up 

activity. Start-ups put off in 2020 are also likely to 

bolster activity. 

Coronavirus crisis ruined positive outlook for 2020 

Start-up activity in Germany decreased in 2020. Com-

pared with 2019, 68,000 fewer persons ventured into 

self-employment, launching 537,000 businesses – a 

drop of over 11%. The start-up rate fell to 104 business 

starters per 10,000 persons aged 18 to 64 years, after 

117 in 2019 (Figure 1). Full-time and part-time start-up 

activity developed similarly in 2020 but the decline in 

full-time start-up activity was marginally stronger. The 

number of full-time business starters fell to 201,000  

(-27,000 -12%) – a new low since the beginning of the 

time series. The number of part-time start-ups  

decreased to 336,000 (-41,000 -11%). 

After the increase in start-up activity in 2019, the year 

2020 actually showed promise of further growth. The 

rate of start-up plans, an early indicator of how start-up 

activity will develop in the subsequent year, grew signif-

icantly in 2019. The outlook for the economy and  

labour market also gave reason to hope for more vigor-

ous start-up activity. 

But the outbreak of the coronavirus crisis fundamen-

tally changed the conditions. The first lockdown in the 

spring of 2020 made it clear that containing the pan-

demic would require tough measures that left little room 

for planning. That created a massive rise in economic 

uncertainty. According to our current snap poll on the 

‘Gründerplattform’, an online platform for business 

starters1, more than one third of new business starts 

were postponed until later in the year as a result. 

Figure 1: Start-up rate drops to 104 

Start-up rate (business starters per 10,000 employable persons) 

Employable persons: Population 18 to 64 years of age. 

Source: KfW Entrepreneurship Monitor. 
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Despite an improved economic outlook in the course of 

the year, there was no tailwind for start-up activity. 

Price-adjusted domestic demand was ultimately down 

-4.1% for the year as a whole (2019: +1.2%)2 and  

unemployment stood at 4.0% (2019: 3.0%)3, with an 

intense use of short-time work evidently putting the 

brakes on a stronger trend. Nevertheless, there was 

more ‘pressure’ from the labour market to seek self-

employment. 

Coronavirus crisis as an opportunity 

Contrary to expectations, the weaker labour market did 

not lead to more ‘necessity start-ups’. On the contrary, 

a larger number of business starters ventured into self-

employment in response to emerging business oppor-

tunities. Their share climbed to 80% (Figure 2), leaving 

the number of ‘opportunity start-ups’ at a relatively 

steady 428,000 (2019: 439,000). For one thing, many 

appear to have had the perseverance to realise their 

start-up idea despite the coronavirus crisis. For  

another, coronavirus restrictions have been particularly 

tough for those sectors in which many necessity start-

ups are typically launched, such as hospitality and  

retail. This appears to have deterred potential necessity 

entrepreneurs as well. 

Certain forms of entrepreneurship are associated with 

economic expectations. Because of their proximity to 

new technologies, innovative and digital start-ups4 take 

on the role of Schumpeter’s ‘creative destroyers’. They 

particularly target established markets or create  

entirely new ones, thereby driving structural change. 

Since growth entrepreneurs expect their business to 

grow ‘as large as possible’, their hope is that they will 

make a lasting contribution to sustainable employment. 

The shares of these business starters have changed lit-

tle in the course of the year (Figure 3) and their number 

has thus dropped in line with the general decline. Inno-

vative start-ups – business starters with R&D activities 

– accounted for 13% of start-up activity and 24% of 

them were growth-oriented business starters that  

intend to grow ‘as large as possible’. Internet-based 

start-ups in which the internet is a core element of the 

business made up 31% and digital business starters 

whose offering can be used only through the use of 

digital technologies rose to 26%. Business starters can 

belong to several of the segments described here, with 

digital and internet-based start-ups overlapping more 

than any other segments. 

Box 1: The KfW Entrepreneurship Monitor 

The KfW Entrepreneurship Monitor is based on the 

information provided by 50,000 randomly selected 

persons domiciled in Germany. They are interviewed 

by telephone on an annual basis as part of a repre-

sentative survey of the population. The survey  

covers a broad range of start-ups: full-time and part-

time entrepreneurs, self-employed professionals and 

business owners, new businesses and takeovers. 

The KfW Entrepreneurship Monitor thus provides a 

comprehensive picture of entrepreneurial activity in 

Germany. 

Figure 2: Coronavirus as a business opportunity?  

– share of opportunity start-ups has grown 

In per cent of all start-ups 

 

The question asked about the motive for self-employment was: 

‘Which statement would you rather agree with: You started your own 

business to seize an opportunity or you started your own business for 

lack of a better income alternative (‘necessity’)?’ 

Source: KfW Entrepreneurship Monitor. 

Figure 3: Three in ten business start-ups are inter-

net-based, one in four digital 

In per cent of all start-ups 

 

 

Note: The offering of digital start-ups is accessible only through the 

use of digital technologies;Fehler! Textmarke nicht definiert. in in-

ternet-based start-ups the internet is a core element of the business 

model; innovative start-ups perform research and development in or-

der to make a technological innovation ready for the market; fast-

growth start-ups aim to become ‘as large as possible’. These groups 

can overlap, so their shares must not be added. 

Source: KfW Entrepreneurship Monitor. 
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Start-ups that offer new-to-market innovations also 

have the potential to be ‘creative destroyers’. However, 

they comprise more than innovative start-ups, for  

example, which develop technological innovations. 

Most new-to-market innovations are offerings that  

already exist elsewhere and are brought to a market in 

a different area – from other regions into their own, or 

from other countries into Germany. On a long-term  

average, 16% of start-ups offer new-to-market innova-

tions. Most of them are regional (9%) or national new-

to-market innovations (4%). Worldwide new-to-market  

innovations, which are by definition indeed ‘unprece-

dented’, are least common at 3%. 

Since the extraordinarily high rate in the year 2013, 

when more than one in five business starters brought a 

novelty to market, a declining trend appears to have 

established which has now dropped to a new low 

(Figure 4). In 2020, the share of start-ups with new-to-

market innovations fell to 12%. 

Takeovers and participations continue to lose  

appeal as pathways to self-employment 

Self-employment can be entered in different ways. By 

establishing a company from the ground up, i.e. putting 

in place initial business structures, for example for cus-

tomer acquisition and sales, but also by taking over or 

participating in existing companies. Starting from the 

ground up is the most common form. Eight in ten busi-

ness starters founded new businesses from the ground 

up. A long-term comparison shows a trend towards 

starting from the ground up. In the 2010s the share 

mostly remained below 70%. Given the high number of 

imminent successions in the SME sector, the fact that 

business starters are not showing a greater interest in 

takeovers as a pathway to self-employment is a critical 

development.5 

A large portion of new businesses are solo start-ups. 

Unlike in team start-ups, these businesses are started 

by a single person without any co-starters. As in the 

previous year, solo start-ups accounted for 79% of all 

start-ups in 2020. However, the share of solo start-ups 

that have no employees dropped to 60%. That was the 

lowest rate since 2009. 

Figure 4: Start-ups with new-to-market innovations 

are fewer than they have been in a long time 

Start-ups with new-to-market innovations in per cent 

 

Note: New-to-market innovations are products or services viewed by 

the surveyed start-ups as being new to either the regional, the  

national or the global market. 

Source: KfW Entrepreneurship Monitor. 

Figure 5: New start-ups increasingly predominate 

In per cent of all start-ups 

 

Source: KfW Entrepreneurship Monitor. 

Figure 6: 10-year low in solo start-ups without  

employees 

In per cent of all start-ups 

 

Source: KfW Entrepreneurship Monitor. 
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Coronavirus crisis has affected start-up activity 

differently in individual states 

In Berlin, 181 out of 10,000 employable persons 

started working for themselves each year on aver-

age for the years 2018 to 2020 (Figure 9). This puts 

Berlin clearly at the top of the list of federal states 

(Table 1). The above-average start-up activity in 

Berlin has recently radiated into its periphery in the 

past years, directly benefiting Brandenburg. Given 

the relatively small population, each business starter 

carries great weight. Brandenburg thus climbed to 

second place in the ranking but now slid back to 5th 

place as a result of the coronavirus-induced reduc-

tion in start-up activity. Hamburg is in second place 

with 129 business starters per 10,000 employable 

persons, ahead of third-placed Schleswig-Holstein 

with 120. Bavaria occupies fourth place with 109 

business starters per 10,000 employable persons. 

Start-up activity is higher in conurbations 

Urban agglomerations are characterised by short 

distances and high population and business density. 

That benefits service providers and retailers most of 

all. These are precisely the sectors where self- 

employment is a more common form of economic 

activity. 

Table 1: Ranking by federal state is largely steady 

Federal state ranking of start-up activity  

 
New 
rank 

∆ 
Old 
rank 

Berlin  1  1 

Hamburg 2  3 

Schleswig-Holstein 3  10 

Bavaria 4  4 

Brandenburg  5  2 

Baden-Württemberg  6  6 

Lower Saxony  7  5 

Hesse 8  8 

Saxony  9  11 

North Rhine-Westphalia 10  7 

Thuringia  11  14 

Saarland  12  13 

Rhineland-Palatinate  13  9 

Saxony-Anhalt  14  12 

Mecklenburg-Western 
Pomerania  

15 
 

15 

Bremen 16  16 

Rank by number of businesses founded per 10,000 employable 

persons in the periods from 2018 to 2020 (new ranking) and from 

2017 to 2019 (old ranking). 

Source: KfW Entrepreneurship Monitor. 

So the higher population density of western German 

(non-city) states is probably one reason they typi-

cally follow the city states in the start-up ranking. 

However, the federal states’ particular economic 

structure also plays an important role. Start-up activ-

ity in Hamburg and Berlin is strongly driven by the 

media and IT industries with their high shares of 

business starters. A manufacturing-based economy, 

in turn, tends to have less start-up activity. Large  

enterprises typically offer attractive jobs that are also 

of interest to potential business founders. The bot-

tom of the ranking list is consistently populated by 

large eastern German states. Start-up activity there 

is hampered by lower average purchasing power. 

Their older population structure also has an adverse 

effect on start-up activity as the propensity to start a 

business usually declines with age.6 

Figure 7: Start-up activity in Germany 

Number of business starters per 10,000 employable persons  

between 2018 and 2020,  p. a. 

 

 

Source: KfW Entrepreneurship Monitor. 
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Start-ups with employees are up again slightly 

Most business start-ups do not employ any workers. 

On a long-term average, only a good one quarter of 

business starters are also employers (26%, Figure 8). 

That proportion rose slightly to 28% in 2020. A look at 

new businesses – that is, not counting takeovers or  

active participations in companies where there were  

often already employees in the companies before the 

change of ownership due to the business start – shows 

that, on a long-term average, a good one fifth (21%) 

are also employers. That share also rose slightly to 

22% in 2020. 

On a long-term average, full-time start-ups more than 

twice as likely to have employees (37%) as part-time 

start-ups (17%). But a gap has opened up here since 

the year 2012. Part-time start-ups are employing  

increasingly fewer workers, while the trend is pointing 

slightly upwards for full-time start-ups. As a result of 

this trend, the shares drifted apart to 47% for full-time 

start-ups and 11% for part-time start-ups until 2020. 

Fewer business start-ups in the retail sector 

The sectoral structure of start-up activity tends to be 

very stable over time. Most start-ups are founded in the 

services sector. Around two thirds of start-ups are usu-

ally service providers. Those with a focus on commer-

cial customers (business services) are typically more 

common than service providers who focus on retail 

customers (personal services). Other services (the  

financial services, transport and communications sec-

tors) accounted for only a relatively low share of ser-

vices. However, two changes appeared in the typical 

sectoral structure in 2020, as was the case in 2015. 

First, the share of service providers was an above- 

average 74% and second, the share of retail start-ups 

was 13%, which is lower than usual (Figure 9). The 

share of start-ups in the manufacturing sector hardly 

changed at all (13%). 

Number of female business start-ups was steady 

Just as the higher start-up activity in 2019 was due to a 

higher number of start-ups headed by men, men also 

led the decline in 2020 (Figure 10). The number of 

businesses started by men fell to 332,000 (-58,000), 

whereas the number of businesses started by women 

dropped by a relatively moderate -10,000 to 205,000, 

just slightly below the previous year’s level. Thus, the 

share of women in all start-ups was 38% (2019: 36%). 

Figure 8: Share of start-ups with employees rose 

again above the average 

Start-ups with employees in per cent 

 

Source: KfW Entrepreneurship Monitor. 

Figure 9: One third of start-ups are business  

service providers 

Sector shares in per cent 

 

Note: Start-ups were allocated to particular branches of economic  

activity in accordance with the ‘Classification of Economic Activities’ 

of the German Federal Statistical Office, Edition 2008, on the basis of 

project descriptions provided by the business founders. Sectors: 

Manufacturing (M); Retail/Wholesale (RW); Business services (BS); 

Personal services (PS); Other services (OS). 

Source: KfW Entrepreneurship Monitor. 

Figure 10: Number of female business starters 

nearly steady since 2017 

Start-ups in thousand 

 

Source: KfW Entrepreneurship Monitor. 
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Studies show that self-employed persons have been hit 

hard by the coronavirus crisis and that the crisis has 

dealt a particularly hard blow to self-employed women. 

They suffered more and higher losses in turnover and, 

as a consequence, were more likely to experience sur-

vival fear and reductions in living standards.7 To be 

sure, this is closely related to sectoral effects but, given 

the situation for the number of female business start-

ers, a significant decline was to be expected. Why has 

the number of female business starters remained so 

steady? 

One possible explanation is that at least some of the 

aspiring female entrepreneurs adapted to the new cri-

sis conditions faster and ended up realising their start-

up plans more often than men. One indication that sup-

ports this explanation is the share of business starters 

who adapted their business model in response to the 

coronavirus crisis. It turns out that female business 

starters made adjustments more often (52%) than their 

male counterparts (39%, Figure 11). The difference is 

clearly driven by part-time start-ups, however. Thus, 

half each of full-time and part-time female business 

starters and full-time male entrepreneurs adapted their 

business model in response to the coronavirus. For 

part-time male business starters, however, that figure 

was only 28%. Overall, 43% of start-up entrepreneurs 

adapted their business model. Given the different be-

haviour of male entrepreneurs, there were altogether 

more business model adaptations in full-time start-ups 

(51%) than part-time start-ups (39%). 

Capital is an important start-up resource 

The resources needed to start a business depend on 

the entrepreneurs’ motives and business models.  

Accordingly, their financing mix can be quite diverse. In 

general, however, most start-up businesses require  

financial resources – in a long-term comparison,  

60–70% annually (Figure 12). The share was within 

this range in 2020 as well. Around two thirds of busi-

ness starters employed financial resources. 

As in the previous year 2019, however, an exception-

ally large share of entrepreneurs started their business 

in 2020 using only their own funds. Fifty-five per cent of 

start-ups used own funds exclusively. The share of  

entrepreneurs who mobilised external funds from third-

party capital providers, on the other hand, fell slightly 

again to 12%. Of these, 7% used external capital of up 

to EUR 25,000 and 5% external capital of more than 

EUR 25,000. 

Figure 11: A good one half of female business 

starters adapted their business model in response 

to the coronavirus crisis 

Business model adapted in response to the crisis, shares in per cent 
 

 

Source: KfW Entrepreneurship Monitor. 

Figure 12: More than half of start-ups were funded 

exclusively from own resources 

Start-ups by use of resources in per cent 

 

Note: Differences may be due to rounding. 

Source: KfW Entrepreneurship Monitor. 

Changes in the use of resources over time in start-up 

activity are usually due to changes in the composition 

of the start-up businesses. If more start-ups have  

employees, more start-ups require funds because most 

of them are reliant on start-up capital (2020: 77%). On 

the other hand, solo business starters, for example, 

can often start up without any funds at all. In 2020 that 

was the case for 40% of solo business starters (without  

employees). In cases where solo start-ups did require 

funds, the entrepreneurs’ own funds were often suffi-

cient. Thus, more than half the solo start-ups without 

employees (55%) were funded exclusively from their 

own resources. 

Start-ups became more capital-intensive 

The average amount of capital used to start a business 

grew in recent years. However, this is because the use 

of funds by the most capital-intensive start-ups decou-

pled from the rest and grew significantly. Thus, the 

mean amount of capital used for all start-ups (that is, 

including those launched with no funds) hardly 

changed (Figure 16). Nor is there a lot to be seen yet in 

those start-ups that belong to the 25% deploying the 

highest amounts of capital. 
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Only a small fraction of start-ups end because of  

insolvency. Discontinuation rates therefore cannot 

be equated to ‘default rates’. That would also be 

wrong because a large portion of businesses start 

without external capital input, so they would not be 

able to ‘default’ at all. By comparison, founders who 

employ larger sums in excess of EUR 25,000  

(regardless of whether these are their own or bor-

rowed funds) have significantly higher survival rates 

(Figure 14, right). Discontinuation rates are particu-

larly high among entrepreneurs who start off without 

any financial capital at all. This has to do with the 

goal of their venture: such start-ups are more likely 

to be designed as a source of temporary income, 

whereas more highly capitalised businesses are  

designed for the longer term.9 

The coronavirus crisis clearly affected the reasons 

for business closures in 2020. Thus, twice as many 

of the businesses started up to five years ago were 

closed in 2020 due to unprofitability as in 2019 

(Figure 15). Overall, the coronavirus crisis was deci-

sive in just over half (56%) of closures of young busi-

nesses in the year 2020.10 Lack of profitability was 

the main reason for closure in 63% of these. A fur-

ther 18% abandoned their self-employment in order 

to accept a more attractive job offering, for example 

because the broad business closures imposed on 

their sector to contain the coronavirus pandemic 

meant that they were no longer allowed to remain 

open. But personal reasons also played a role in 

coronavirus-induced closures (14%), for example as 

a result of a COVID-19 illness. 

Figure 15: Closures increased as a result of eco-

nomic pressure from the coronavirus crisis 

Shares in per cent of all closures of businesses not more than five 

years old in each year 

 

Source: KfW Entrepreneurship Monitor. 
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Start-up discontinuation rates 

The survival rate of start-ups can be roughly deter-

mined with the KfW Entrepreneurship Monitor using 

the ‘3-30 rule of thumb’. It means that around 30% of 

businesses close again within the first three years. 

The survival rate is actually even lower: After the first 

36 months, 66% of start-ups are still operating but 

after 60 months that figure is down to 57% (Fig-

ure 14, left). The reasons for aborting are diverse. 

By far the largest proportion of business starters dis-

continue their venture in the first five years for per-

sonal reasons, not because of immediate financial 

stress (Figure 15, right). Examples of personal rea-

sons include family pressures, illness, dissatisfaction 

with income achieved or the emergence of a more 

attractive job alternative.8 Besides, many start-ups 

are planned only for the short term to begin with, 

particularly part-time businesses. 

Figure 13: The more capital a business has, the 

longer it survives 

Survival rates of start-ups in per cent 

(Kaplan–Meier survival function) 

 

Source: KfW Entrepreneurship Monitor. 

 

Figure 14: Start-ups are usually discontinued for 

personal reasons 

Shares in per cent of all closures in the first five years 

 
Source: KfW Entrepreneurship Monitor. 
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The minimum amount of capital they use (75th percen-

tile) increased from EUR 8,000 to EUR 10,000 in the 

period under review. The trend becomes clearer in 

start-ups that belong to the top 10% using the highest 

amounts of capital. The minimum amount of capital 

they use (90th percentile) increased from EUR 30,000 

to EUR 42,000 since 2008. This trend is driven by full-

time start-ups. The capital used by the top 10% of them 

increased from EUR 50,000 in 2008 to just under 

EUR 90,000. However, it was not a steady increase but 

rather a sudden shift in levels. While the 90th percentile 

of capital deployed by full-time start-ups, that is, their 

minimum capital amount, was between EUR 30,000 

and EUR 60,000 before 2015, the range between 2015 

and 2020 was a significantly higher EUR 70,000 to 

EUR 110,000. This could be due to the fact that from 

2015 the share of start-ups from unemployment fell 

substantially once again because of the labour market 

upswing. 

Financing problems affect only few business start-

ers – but more start-up planners 

In the past two years, the share of start-ups using  

external funds was well below average. One plausible 

reason would be that more frequent financing difficul-

ties have led to the lower shares. But that is not the 

case. In both years, the share of start-ups that ran into 

difficulties in obtaining finance was very low (2020: 

11% and 2019: 12%, Figure 17). 

Financing difficulties occur when business starters can-

not obtain start-up finance as expected. For example, 

their own funds may not be sufficient, they may have 

no or insufficient access to external capital, or they 

need to put in greater planning or persuasive effort vis-

a-vis capital providers than anticipated. Business start-

ers are systematically at a disadvantage compared with 

established entrepreneurs specifically when seeking 

external finance. They often lack confidence-building 

and risk-minimising elements such as a corporate his-

tory or collateral. Besides, they often have relatively 

low credit requirements. But lenders find it less  

attractive to extend small amounts to them because of 

the fixed costs involved. The effort required to secure 

entrepreneurial finance can therefore be substantial. 

That is why financing difficulties are also more common 

in years when more start-ups use external capital to  

finance themselves. The financing difficulties then  

reflect the acquisition effort. 

Figure 16: Development of funds used for the most 

capital-intensive start-ups has decoupled  

Amount used in euro thousand 

 

Source: KfW Entrepreneurship Monitor. 

Figure 17: Just over one in ten start-ups face  

financing difficulties 

Financing difficulties in per cent 

 

Source: KfW Entrepreneurship Monitor. 

On the other hand, the potentially substantial effort of 

arranging start-up finance is therefore a challenge that 

many fail to meet already during the planning stage. So 

in order to assess the impact of financing difficulties on 

start-up activity, the analysis needs to look at more 

than the impact on realised start-ups, as they eventu-

ally overcame the challenge successfully. The impact 

on start-up plans, especially the abandoned ones, must 

also be studied. On a long-term average, financing diffi-

culties affected roughly half the abandoned plans. In 

2020 the share was slightly lower, however, at 31% 

(Figure 18). But compared with 11% for realised start-

ups, financing difficulties remain significantly more 

common for abandoned start-up plans and thus repre-

sent a high barrier to entrepreneurship. 
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In general, the more often a particular problem occurs 

with discontinuers compared with realised start-ups 

(balance), the more often this problem is likely to have 

posed a barrier and effectively prevented business 

foundation. Seen in this light, the financial risk poses 

the greatest barrier to start-up activity (balance: 32 per-

centage points), ahead of lack of finance (balance: 

20 PP) and fear of social descent in case of failure (bal-

ance: 17 PP). 

Strikingly, in 2020 most obstacles to start-ups and 

start-up plans were much less common than usual. 

This is likely due to the coronavirus crisis, which  

deterred many aspiring entrepreneurs even before they 

developed start-up plans. So 2020 was more likely to 

see those aspiring entrepreneurs forging and imple-

menting start-up plans who had already taken a closer 

look at their potential venture and therefore were less 

likely to perceive obstacles. 

Business starters gave Germany a low score as a 

start-up location 

Business starters gave Germany very steady scores as 

a start-up location. The quality of infrastructure, advi-

sory services, protection of intellectual property, busi-

ness founder image and free market access received 

average grades of 2 and 3 (good to satisfactory), with 

the latter factors given the best grades. The factors  

access to public promotional funds, availability of 

credit, access to venture capital, legal regulations, tax 

burden, commitment by policymakers, reporting duties 

and education system were regarded as satisfactory to 

sufficient (receiving average grades between 3 and 4 

(Table 2)). 

After a year of the coronavirus crisis, business starters 

now generally judged Germany harshly as a start-up  

location. The usual grades were given only to free mar-

ket access (2.3), advisory services (2.6), access to 

public promotional funds (3.3) and credit availability 

(3.7). The grades given for other factors, on the other 

hand, were half to one and a half grades lower (0.4 to 

1.3). Legal regulations (4.3; +1.3), bureaucratic infor-

mation and reporting duties (4.6%; +1.2) and tax bur-

den (4.4%; +0.8) received the steepest downgrades. 

Free market access and advisory services were now 

the only two remaining factors receiving grades better 

than satisfactory, while six factors were rated sufficient 

at best. 

 

Figure 18: Financial risk of abandoning start-up 

plans is main barrier 

Frequency of obstacles in per cent 

 

Source: KfW Entrepreneurship Monitor. 

Table 2: After a year of coronavirus crisis, Germany 

is eyed more critically as a start-up location 

Average score is given by business starters using customary German 

school marks of 1 (very good) to 6 (insufficient) 

 

  2015 2017 2018 2019 2020 

Free market access 2.5 2.5 2.4 2.2 2.3 

Advisory services* 2.6 2.7 2.8 2.7 2.6 

Business founder image 2.4 2.5 2.5 2.4 3.1 

Protection of intellectual prop-
erty 

2.9 2.9 2.8 2.7 3.1 

Quality of public infrastructure 2.3 2.7 2.6 2.7 3.2 

Financing with promotional 
loans 

3.3 3.4 3.4 3.1 3.3 

Financing with bank loans 3.7 3.6 3.7 3.7 3.7 

Financing with venture capital 3.3 3.4 3.3 3.1 4.0 

Legal regulations* 3.2 3.3 3.1 3.0 4.3 

Tax burden* 3.6 3.8 3.6 3.5 4.4 

Policymakers’ commitment** 3.6 3.9 3.8 3.4 4.5 

Educational system** 3.9 4.2 3.9 3.9 4.5 

Bureaucracy  
(information/reporting duties) 

3.5 3.7 3.6 3.3 4.6 

 * Pertaining to concerns of business founders, self-employed per-

sons and entrepreneurs 

** With respect to the teaching of business knowledge and skills 

Source: Years 2015–2019 follow-up interviews to the KfW Entrepre-

neurship Monitor11, year 2020 snap poll on ‘Gründerplattform’1,  

unweighted score given by respondents. 

When assessing how business starters rate the ena-

bling environment, it must be taken into account that 

some factors are more difficult for them to judge than 

others. For example, a large percentage of business 

starters does not need loans and only a very small por-

tion relies on venture capital. How these factors are 

rated therefore often has nothing to do with their expe-

rience of starting a business but is based on general  

information such as media reports or even their gut 

feeling. Business starters therefore typically rate the 

Start-ups Start-up plans

Barriers Aborted Still active

Bureaucracy 29 33 33

Strain on family 23 31 27

Customer access 17 20 19

Economy 17 27 17

Commercial know ledge 16 19 13

Fear of social decline if fails 13 30 18

Opportunity risks 12 26 20

Financial risk 11 43 27

Technical qualif ication 11 17 18

Lack of f inance 11 31 22

Lack of employees 11 15 19

Incomplete business idea 11 24 22
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enabling conditions more critically than experts who 

deal with start-ups or start-up activity on a daily basis 

as part of their work. Rating discrepancies are apparent 

in 2020 as well (Figure 19) and some are very signifi-

cant. For example, policymakers’ commitment (3.6;  

-0.9), tax burden (3.5; -0.8), the availability of advisory 

services (1.8; -0.8) and the possibility of obtaining pro-

motional loans (2.6; -0.7) scored almost a full grade 

better with experts than with business starters. 

Business starters rated policymakers’ commitment suf-

ficient to unsatisfactory. The impression of how they 

have managed the coronavirus crisis – with which 

many self-employed persons are unhappy – is likely to 

play a significant role in this rating. Experts, on the 

other hand, presumably take into account in their  

assessment as a positive the fact that entrepreneurial 

topics have clearly moved up in the economic policy 

agenda in the past years, as shown by the ‘GO!’ start-

up campaign12 that was launched in 2018. This cam-

paign encompasses the expansion of certain instru-

ments that promote start-up finance but also more chal-

lenging undertakings such as strengthening start-up 

culture in Germany. 

Business starters regard financing opportunities using 

promotional loans as just barely satisfactory, while  

experts clearly rate them better, giving them scores of 

good to satisfactory. As already mentioned, this may 

have to do with the fact that it is difficult for business 

starters with no experience of their own to rate this fac-

tor. Thus, 45% were candid enough to admit that they 

were unable to assess this factor (with 50 and 67%, 

this applies even more to financing options using bank 

loans and venture capital)13. Experts, on the other 

hand, have a broader overview of existing offerings and 

some of them know from their day-to-day work where 

and how to apply for promotional loans. In an interna-

tional comparison of public promotion, experts see no 

country that would perform significantly better than 

Germany. The country’s official promotional infrastruc-

ture appears to set international standards.14 This sug-

gests that efforts to provide business starters with a 

better overview of the broad range of promotional offer-

ings should be intensified even more. 

The availability of advisory services was also rated very 

differently. To be sure, business starters gave advisory 

services the second-best score in 2020 but a grade of 

good to satisfactory means there is still room for  

improvement. Experts, on the other hand, regarded the 

availability of advisory services as ‘very good’. One 

possible reason for this discrepancy may be that busi-

ness starters are not familiar with all advisory services  

(including free ones) and therefore rate their availability 

poorer than it is.15 Furthermore, entrepreneurial advice 

also forms part of the day-to-day work of many experts, 

so the rating given partly applies to their own work and 

therefore does not represent an entirely objective  

expert assessment. 

Business starters and experts were in agreement about 

the image of entrepreneurs and the quality of public  

infrastructure, which they all regarded as satisfactory. 

What experts did rate much more poorly than business 

starters was how business knowledge and skills are 

taught in the education system. Experts rated these 

conditions ‘unsatisfactory’. In the past, business start-

ers rated this aspect satisfactory to sufficient – near the 

bottom end of the scoring range and it slipped again in 

2020. Nevertheless, bureaucratic information and  

reporting duties replaced it for the lowest score, an  

aspect which experts also rated merely ‘sufficient’. So 

there is a great need to bring more entrepreneurial con-

tent into German school curricula and to make bureau-

cratic processes and requirements more entrepreneur-

friendly. There are already several initiatives aimed at 

arousing students’ interest in entrepreneurial thinking 

and action.16 In addition, thought should be given to 

firmly mainstreaming ‘entrepreneurship education’ in 

the curriculum.17 But even ensuring that entrepreneur-

ship and self-employment are presented in school-

books in a balanced way would already be a quick 

win.18 Extensive digitalisation of public administration 

(e-government) in particular provides potential for  

reducing bureaucracy.19 

What is striking is that start-up planners have a signifi-

cantly less critical view of the enabling conditions than 

entrepreneurs. They usually rate the individual factors 

in a similar way as experts, sometimes even better 

(Figure 19). 
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Figure 19: Grades given to Germany as a start-up location – comparison between business starters, start-

up planners and start-up experts 

Average scores using customary German school marks of 1 (very good) to 6 (insufficient) 

 

* To the concerns of business founders, self-employed persons and entrepreneurs 

** With respect to the teaching of business knowledge and skills 

Source: Snap poll on Start-up platform and partner survey1, unweighted score given by respondents. 

The poor scores given by business starters to the ena-

bling conditions might be an expression of their anger 

about the (usually negative) impact of the crisis on 

business – a component that has not yet affected plan-

ners. 

Start-up location Germany in an international com-

parison – good with upside potential 

Without a doubt, several entrepreneurially relevant fac-

tors in Germany need to be improved. There should be 

no conditions rated merely sufficient – or even worse. 

From an expert perspective, however, Germany per-

forms better in an international comparison than some 

of the poor grades suggest. The Global Entrepreneur-

ship Monitor collects opinions given by experts on  

entrepreneurially relevant conditions in many countries, 

combines them into an index (score) and compares 

them. As many countries do not participate continu-

ously, a ranking-based comparison and assessment of 

changes in rankings are not meaningful. The same  

applies to annual changes in scores, as the composi-

tion of the expert panels varies over time and this can 

lead to different assessments, particularly where pan-

els are small.20 Nevertheless, a benchmark comparison 

provides an impression of where Germany stands as a 

start-up location. 

Figure 20: In a benchmark comparison, Germany 

scores well as a start-up location 

National Entrepreneurship Context Index (NECI) Score (0–10) 

 

Source: Global Entrepreneurship Monitor.21 

In comparison with its European benchmarks and the 

US, the expert assessment for Germany is good 

(Fehler! Verweisquelle konnte nicht gefunden wer-

den.). In the past three years the index values were in 

the vicinity of ‘start-up nations’ such as the US, the 

United Kingdom and Israel. Only in comparison with 

the Netherlands, Norway and, in part, Switzerland did 

Germany clearly and consistently lag behind and the 

goal should be to match the entrepreneur-friendly con-

ditions of these countries. 
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Start-up activity in 2021 will benefit from start-up 

plans put off in 2020 because of the coronavirus 

As explained above in the discussion of start-up barri-

ers, the existential threat which the coronavirus crisis 

created for many self-employed persons from the most 

varied sectors deterred many aspiring entrepreneurs 

before they even developed any start-up plans. Plan-

ning activity plummeted accordingly in 2020 (Figure 

20). So as more determined potential entrepreneurs 

were rather more likely to forge start-up plans in 2020, 

the share of abandoned start-up plans dropped at the 

same time. Thus, the rate of existing start-up planners 

among employable persons dropped year on year from 

6.4% in 2019 to 4.4%. That means the number of nas-

cent entrepreneurs – those who were in the process of 

founding a business – fell significantly.22 

Another expression of start-up planners’ increased  

determination in 2020 was that the share of those  

intending to start their business activity within the next 

12 months only fell from 3.2% (2019) to 2.6% of the 

working age population, a smaller drop than overall 

planning activity. 

The high planning rate compared with the start-up rate 

means that many start-up plans are never realised. 

Still, the movement in the planning rate is normally a 

good indicator of the development of the start-up rate in 

the following year.23 This is because the process from 

the idea to implementation takes several months on  

average. But since the coronavirus crisis upended 

many start-up plans, the planning and start-up rates 

are currently less closely correlated. Therefore, it is 

only at first glance that the lower planning rate in 2020 

seems to be a negative signal for start-up activity in 

2021. After all, many of these start-up planners actually 

wanted to start their business already in 2020 but put 

their plans on hold because of the coronavirus crisis. 

So they are more advanced in their planning process 

than the planners of the previous years were at a com-

parable stage and therefore closer to realisation. That 

should benefit start-up activity in 2021. Furthermore, 

the business cycle and labour market in 2021 are fore-

cast to improve, which should generally have a net 

positive effect on start-up activity as well. 

The coronavirus crisis has created much economic  

uncertainty and put pressure on start-up activity.24 

Once the crisis has been overcome, this uncertainty 

will decrease and the usual start-up barriers will come 

to the fore again. In order to stimulate start-up activity, 

these start-up barriers must be removed. For years, the 

most formidable start-up barrier has been financial risk 

(Figure 18). Another reform of insolvency legislation 

came into effect at the start of 2021: the shortening of 

the residual debt discharge procedure.25 Residual debt 

discharge means cancelling an insolvent debtor’s resid-

ual debt after a certain period. The shortening of the 

proceedings is a measure that generally reduces the  

financial risk of entrepreneurs as they can become 

debt-free faster should they become insolvent and thus 

get a chance at a new financial beginning. 

Figure 20: Significantly fewer start-up plans – 

especially with a more distant time horizon 

Employable persons with start-up plans in per cent 

 

The shares are based on the responses given to the questions:  

‘In the past twelve months, have you ever given serious thought to 

self-employment – whether full-time or part-time?’; ‘Have you given 

up these plans in the meantime?’ and ‘Do you expect your planned 

business to begin operating within the next twelve months?’ 

Source: KfW Entrepreneurship Monitor. 

The question now is whether the reform will actually 

have a positive impact on start-up activity. Business 

founders – and self-employed persons overall – are  

rather sceptical in this regard. Fewer than one in five 

believe that the prospect of faster debt discharge will 

lead to more start-ups (Figure 21). 

As explained above, however, business starters are 

only one side of the same coin in how start-up barriers 

are assessed. After all, they successfully overcame the 

barriers by starting their business. Assessments pro-

vided by start-up planners are therefore important. 

Twenty-eight per cent of planners are of the opinion 

that the prospect of quicker debt discharge will lead to 

more start-ups. That means they are more optimistic 

about the impact of the reform than founders, although 

sceptics are in the majority in this group as well. 

The experience of previous insolvency law reforms in 

Germany supports the sceptics’ view. After the intro-

duction of the residual debt discharge procedure as 

well as after two reforms to shorten them (see Table 3), 

no significantly positive effects on start-up activity were 

discernible.26 
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Studies that compared the insolvency legislation of dif-

ferent countries have found a positive correlation  

between ‘more debtor-friendly’ legislation and stronger 

start-up activity.27 But the fact that the German field test 

did not lead to such success may also have to do with 

the economic, demographic and geopolitical develop-

ment of the past two decades. There was an extraordi-

nary labour market upswing that ‘absorbed’ many po-

tential entrepreneurs. Besides, the desire to be self-

employed and, hence, entrepreneurial spirit wanes with 

the progressive ageing of the population.28 Further-

more, economic uncertainty has increased around the 

world, negatively affecting entrepreneurial appetite.29 

The reform measures aimed at reducing financial risks 

could thus have been cancelled out by developments 

that have the opposite effect on entrepreneurial activity. 

However, it cannot be ruled out that people are gener-

ally unaware of the successive easing of the residual 

debt discharge procedure. This is indicated by the high 

proportion of people who are unable to answer the 

question relating to residual debt discharge. That would 

mean that bureaucratic or legal relaxations need to be 

better communicated to the public so that they are 

aware that start-up barriers are being removed. 

Scepticism regarding the stimulating effect of the insol-

vency law reform on start-up activity may also stem 

from the fact that the actual insolvency risk of a start-up 

project is not the decisive factor that makes ‘financial 

risk’ a start-up barrier. It might rather be an expression 

of personal uncertainty about financial matters. 

Figure 21: Does faster debt discharge mean more 

start-ups? Business starters are sceptical 

Will the prospect of faster debt discharge lead to more start-ups? In 

per cent. 

 

Source: Start-up platform snap poll1, unweighted shares. 

Table 3: Legal reforms relating to residual debt dis-

charge 
   

Year
  

Law Debt discharge normally 

1999 Insolvency Act 7 years after closing of an insol-
vency proceeding 

2001 Law Amending the Insol-
vency Law 

6 years after opening of an  
insolvency proceeding 

2014 Law on shortening the  
residual debt discharge pro-
cedure and strengthening 
creditor rights 

5 years after opening of an  
insolvency proceeding or 
3 years if procedural costs are 
covered and at least 35% of 
creditors’ claims are satisfied 

2021 Law on the further shorten-
ing of the residual debt dis-
charge procedure 

3 years after opening of an  
insolvency proceeding 

Source: own research. 

This hypothesis is supported by the negative correla-

tion between the financial literacy of business starters 

and aspiring entrepreneurs and their perception of  

financial risk as a start-up barrier. The lower the per-

sonal level of financial literacy, the more often financial 

risk is perceived as a problem.30 In other words, finan-

cial risk correlates with (perceived and real) financial  

illiteracy. Thus, improved basic business education can 

actively reduce the perception of financial risk as a 

start-up barrier. And not only that: It can reduce fear of 

failure at the same time.31 This is yet more evidence of 

how important entrepreneurship education is. 

 

 

 

 

 

Box 2: Further analyses of start-up activity and access to data of the KfW Entrepreneurship Monitor 

The Report of Tables and Methods to the KfW Entrepreneurship Monitor along with further information and pub-

lications from KfW Research on start-up activity in Germany can be found on our thematic page ‘Innovations 

and Start-ups’. 

The KfW Entrepreneurship Monitor is scientific data compiled for the purpose of economic analysis of start-up 

activity in Germany. It is available to external researchers for empirical research work subject to certain access 

criteria. 

Yes No Do not know

Business starters 19 55 26

Self-employed 16 61 23

Business planners 28 48 24

https://www.kfw.de/KfW-Group/KfW-Research/Publikationen-thematisch/Innovationen-und-Gr%C3%BCndungen/
https://www.kfw.de/KfW-Group/KfW-Research/Publikationen-thematisch/Innovationen-und-Gr%C3%BCndungen/
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1 In cooperation with the key actors of entrepreneurship promotion, the German Federal Ministry for Economic Affairs and Energy, KfW and BusinessPilot devel-

oped the ‘Gründerplattform’ as a digital working environment for entrepreneurs. The platform makes it  easier to start a business in Germany. Gründerplatt-

form.de can be used free of charge to further develop initial ideas on a business model, draw up a business plan and contact potential support and funding part-

ners. Tools from modern entrepreneurial advice and entrepreneurship teaching provide help in taking the next steps towards establishing a new business. An 

important aim of the platform is to involve start-up promoters with their offerings. The platform bundles the support expertise available in Germany and shows 

support offers exactly at the stages where they provide specific help in advancing the start-up process. At the beginning of February 2021 we conducted a snap 

poll among the platform users. The online survey received responses from 492 entrepreneurs (including 210 founders of the year 2020 and January 2021) and 

218 aspiring entrepreneurs. The results of the flash poll are not representative because of the way the survey was designed, but they do paint an accurate pic-

ture of the prevailing sentiment. More findings of the snap poll can be found in Metzger, G. (2021), Junge Selbstständige: branchenbedingt trifft Corona-Krise 

Frauen härter als Männer (Young entrepreneurs: coronavirus crisis hits women harder than men due to sectoral structure – in German only), Focus on Econom-

ics No. 324, KfW Research. An online survey was also conducted in the partner network of the Start-up platform in the spring of 2021. The partner network com-

prises credit institutions, chambers of industry and commerce, chambers of skilled crafts, business development agencies and universities. The partner survey 

received responses from 34 experts. 

2 Federal Statistical Office (2021), Bruttoinlandsprodukt im Jahr 2020 um 5,0 % gesunken (Gross domestic products fell by 5.0% in 2020), press release No. 020 

of 14 January 2021 (in German only). 

3 Own calculations on the basis of the national accounts, inhabitants and labour market participation (resident concept) of the Federal Statistical Office, as at 

4 January 2021. 

4 Digital start-ups’ product or service can be accessed only through digital technologies. The business models of digital start -ups are diverse: They can be purely 

digital, as in the case of app providers, operators of web portals or web hosting services; they can have a major digital component, as in the case of online trad-

ers or providers who sell products or services (they produce themselves) exclusively via online marketplaces (‘gig economy’),  or they comprise an activity that is 

essentially based on digital technology, such as that of software developers, web designers or IT consultants, or in online marketing or digital photography. 

5 Leifels, A. (2020), Status report on SME succession 2020: Well-prepared into the crisis – coronavirus exacerbates start-up downturn, Focus on Economics 

No. 308, KfW Research 

6 Metzger, G. (2015), Are start-ups the same throughout Germany? Hardly! A comparison of German states, Focus on Economics No. 111, KfW Research. 
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