
1

Survival Chances of Newly Founded 
Businesses in West- and East-

Germany – a Comparison

Rolf Ziegler
Institute of Sociology

Ludwig-Maximilians-University Munich

Research Question:

Are there differences in the chances of survival  

between newly founded businesses in East 

(Leipzig) and West (Upper Bavaria) and how  

may they be explained?
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Gross East-West Differences 
in Survival Chances

• Dependent Variable in Logistic Regression:
Chances of Surviving at least 36 months
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Question 1:

Are there Differences in
• Resources of Founders
• Firm Characteristics
• Environmental Conditions

between Leipzig and Munich which could 
account for the change in regional effects?
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Question 2:

Are there Differences in the Effects of 
Covariates between Leipzig and Munich?
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Question 3:

How may the seemingly better conditions of 
Leipzig (after controlling for the covariates in 
the baseline model) be explained?

Conjecture 1:

Many more firms in Leipzig have received 
special funding by government programs 
than in Upper Bavaria
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Conjecture 1:

Many more firms in Leipzig have received 
special funding by government programs 
than in Upper Bavaria
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Conjecture 2:

Markets in Leipzig have more expansive 
potential 

A tentative test: Interaction effects of 
classification of branches
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Chances of Surviving 36 Months (Logistic Regression)
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Selection pressures in the beginning are 
higher in Leipzig than in Upper Bavaria, i.e.
in Leipzig “unfit” foundings quit earlier
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Conjecture 3:

Selection pressures in the beginning are 
higher in Leipzig than in Upper Bavaria, i.e.
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A tentative test: Differences in percentage of 
non-surviving enterprises after 12 months 
within the registration data

Conjecture 3:

Selection pressures in the beginning  are 
higher in Leipzig than in Upper Bavaria, i.e.
in Leipzig “unfit” foundings quit earlier

A tentative test: Differences in percentage of 
non-surviving enterprises after 12 months 
within the registration data
Trade: 7,95 %
Manufacturing: 1,99 %
Services: 5,67 %
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Summary and Conclusions
There are no significant gross differences in survival 
rates between Leipzig and Munich
The effects of human capital and organizational size 
are very similar
The Leipzig firms have less resources than the 
enterprises in Upper Bavaria and some of the factors 
(industry-specific or leadership experience and 
number of employees) have lower positive effects
After controlling for this disadvantage the Leipzig 
firms show a higher proportion of surviving firms
This seemingly better performance seems to be due 
to higher public funding and early selection of “unfit”
foundings

München Leipzig


