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ABSTRACT 

 

Immigrants have long been believed to take on self-employment at higher rates than 

native-born people, a tendency that is regarded as contributing to their integration in 

the host countries. This thesis examines the factors that drive immigrants to become 

self-employed in the United States, and tests hypotheses derived from several popular 

theoretical approaches to immigrant self-employment. The study uses data from the 

General Social Survey and employs logit models to test the degree to which several 

potential drivers affect immigrants’ likelihood of being self-employed. The findings 

reveal the experience of unemployment pushes immigrants to take on self-

employment. This contrasts sharply with unemployment’ effects for native-born 

Americans, for whom it poses a substantial barrier to starting a business. The results 

imply that many immigrants are pushed to be self-employed by various restrictions or 

barriers, rather than taking on self-employment in response to the greater economic 

opportunities it offers. 
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Introduction 

 America is a country in which immigrants have always played an important 

role in business and economic development. A number of studies have shown that 

immigrants from at least some countries are more likely to be self-employed than the 

native-born groups1 (Borjas, 1986; Light, 1972; Portes & Zhou, 1992; Valdez, 2012). 

Under the dramatic impacts of globalization and digitalization in recent decades, 

immigrants’ work circumstances and social mobility have changed greatly. Their 

demographic characteristics and socioeconomic status have also changed dramatically. 

It is not clear whether immigrants still have a propensity to be self-employed, given 

the dramatic changes in economics and policies. In this article, I explore whether 

immigrants are more likely to be self-employed than native-born people and if so, 

what factors might drive this difference.  

Literature Review 

Disadvantage Theory 

 One important explanation of why immigrants become self-employed is 

disadvantage theory (Light, 1979). Disadvantage theory claims that immigrants face 

more barriers than native-born Americans in mainstream labor markets, such as the 

fact that they lack language proficiency and specialized skills (e.g. Light, 1979), 

experience difficulty in finding a job, and encounter discrimination (Constant & 

Zimmermann, 2006). Among these forms of disadvantage, unemployment is one of 

the worst (Light, 1979). In this context, self-employment is an alternative way to 

obtain economic returns when wage employment is difficult to find. Unemployed 

workers are about twice as likely as employed people to start their own businesses, 

 
1 For the definition of native-born Americans and immigrant generations, please refer to Methodology 
section on p.10-11.  
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according to D. S. Evan and Leighton’s (1989) research. Using Current Population 

Surveys (CPSs) over the period 1968-1987, these researchers revealed that 

unemployed white men’s entry rate of self-employment was 4.5%, which is about 

twice the rate for employed white men (D. S. Evans & Leighton, 1989). Similarly, a 

research study based on eight major OECD countries between the early 1950s and 

1987 also showed that self-employment tended to increase with the higher 

employment rates and sluggish economic growth (Bögenhold & Staber, 1991). Since 

self-employment is a reaction to deficiencies in labor markets, it tends to be a sign of 

low economic growth in a country (Bögenhold & Staber, 1991). Overall, research on 

self-employment tends to agree that it is a response to economic downturns and 

deficient labor markets.  

 For immigrants, problems of labor market participation may be the result of 

discrimination based on nationality or religion, as well as a lack of labor market skills. 

For instance, Light’s (1979) research, which compared native-born and foreign-born 

Americans of foreign stock in 1970, found that Asians Americans (specifically 

Japanese) were more likely to be self-employed than the foreign-born; he proposed 

that this difference stemmed from Asian Americans experiencing greater 

disadvantage. Due to various kinds of discrimination, self-employment may be the 

only way or the most effective alternative to waged employment for immigrants to 

achieve upward occupational mobility and change their socioeconomic circumstances 

(Butler & Herring, 1991; Constant & Zimmermann, 2006). 

 Disadvantage theory is compatible with the idea that immigrants hope to 

overcome difficult socioeconomic circumstances through self-employment. In a study 

of Russian Jews’ self-employment in Israel, authors found that immigrants who had a 

hard time finding a job in their fields or who wanted to increase their earnings were 

more likely to become self-employed (Mesch & Czamanski, 1997). This study showed 



 

3 
 

that immigrants with low and middle incomes expressed stronger interest in starting 

their own businesses, a finding consistent with disadvantage theory’s argument that 

self-employment attracts those facing unfavorable labor market conditions (Mesch & 

Czamanski, 1997).  

One of the main purposes of this thesis is to examine whether immigrants are 

more likely to be self-employed. To do this, it compares first-generation immigrants 

and native-born Americans. While second-generation immigrants, who were born in 

the US, may also face certain forms of disadvantage in labor markets, their social 

values and experiences are more similar to those of native-born people than to first-

generation immigrants. Thus, second-generation immigrants are not my main focus in 

this article. These three immigrant status groups are defined below, in the 

methodology section. 

This thesis presents five interrelated hypotheses about the drivers of self-

employment among immigrants. In the following section, I introduce each hypothesis 

in turn, and briefly review existing research that informs each hypothesis 

The first hypothesis is as follows: 

 Hypothesis 1: First-generation immigrants have a higher probability of being 

self-employed than native-born Americans.  

Based on the discussion of disadvantage theory, I use unemployment as proxy 

of immigrants’ disadvantage, and examine whether the experience of unemployment 

impacts the immigrants’ choice of self-employment.  

Hypothesis 2a: Unemployment has a larger positive impact on immigrants’ 

self-employment behaviors than on those of native-born Americans. 

Resource Explanation 

In contrast to disadvantage theory, some research has argued that people 

become self-employed because they have more resources or assets, which provide 
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them with more opportunities to start businesses. Immigrant enclaves are one 

important place where immigrants can obtain resources and opportunities. The 

resources can be classified into several aspects. First, due to language and cultural 

barriers, immigrant entrepreneurs can offer lower wages to co-ethnic workers and 

exploit these vulnerable workers (Wilson & Portes, 1980). Because enclave 

entrepreneurs can acquire lower-cost labor, they have an advantage when competing 

against native-born entrepreneurs. Second, immigrants can obtain entrepreneurship 

training and skills while working in enclave firms. Portes and Manning (1986) 

explored a Korean community in Los Angeles and found that in co-ethnic firms, a 

kind of “labor paternalism” meant that workers could receive on-the-job training and 

possible assistance for initiating their own firms in the future, even though they were 

also paid less and worked longer hours , compared to native-born American workers. 

Third, enclave immigrants have greater opportunities for accessing financial support. 

Portes and Manning (1986) found that immigrants living in enclaves could effectively 

utilize mobilized community resources and receive support through collective 

solidarity due to a stronger sense of reciprocity among co-ethnic residents. These 

authors provided the example of a rotating credit association that offered venture 

capital to entrepreneurial immigrants (Portes & Manning, 1986).  

Some research indicates that self-employment among immigrants stems from 

socio-economic advantages and access to resources. Fairlie and Meyer (1996) found 

that racial groups with greater economic advantages, as measured by wage and salary 

earnings, had higher self-employment rates than the most disadvantaged groups. They 

found that discrimination or language challenges did not necessarily lead to self-

employment; rather, relatively high returns attracted many ethnic groups to take on 

self-employment (Fairlie & Meyer, 1996). Other research has found that self-

employment was linked to receiving inheritance or monetary gifts that could have 
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provided start-up capital for new businesses (Blanchflower & Oswald, 1998). 

Contrary to the findings of some disadvantage theory studies, Blanchflower (2000), 

based on a panel of 23 OECD countries for the period 1966-1996, showed that there is 

a negative correlation between self-employment and unemployment rates. Similarly, 

Blanchflower and Oswald (1998) found that local unemployment rates negatively 

affected self-employment. These findings suggest that, in situations of more 

widespread unemployment, people are less apt to become self-employed because they 

lack the resources to start new businesses.  

People who inherited a firm from their families (e.g. family-owned businesses) 

were also more likely to become self-employed than those without entrepreneurial 

parents (Carroll & Mosakowski, 1987). In another study, Scott and Twomey (1988) 

explained that entrepreneurial parents could provide resources that were needed for 

starting a business. These studies show that disadvantage theory may not be enough to 

explain immigrants’ self-employment, since it neglects the importance of resources 

and opportunities in starting businesses and does not acknowledge the variation and 

diversity in forms of self-employment. Studies’ divergent findings regarding the 

relationship between self-employment and unemployment reveal the complexity and 

variation of immigrants’ self-employment across countries and regions. 

Hypothesis 2b: Unemployment has a larger negative impact on immigrants’ 

self-employment behaviors than on those of native-born Americans.  

Family Background 

 Family backgrounds play an important role in immigrants’ self-employment 

behaviors. Family-related factors include parents’ education, family members’ 

entrepreneurial experience, the cultural and religious context in which an individual 

was raised, interactions between family members, etc. In this article, “family” not only 

refers to the immediate family, but also includes the extended family, clan groups, and 
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the entire ethnic community to which an immigrant belongs. In what follows, I 

summarize several approaches to the impact of family background on self-

employment. 

Role Model 

 Role model theory offers another explanation of how family members’ 

entrepreneurial spirit affects individuals’ propensity for self-employment. Many 

studies propose that family members who have entrepreneurial experience facilitate 

their children’s seeking self-employment (Carroll & Mosakowski, 1987; Scott & 

Twomey, 1988). For instance, one study based on Swedish adoption data showed that 

parents having entrepreneurial experience increased the probability of their children 

themselves becoming entrepreneurs by about 60% (Lindquist et al., 2015). Studies 

offer various explanations for this relationship. Some researchers have claimed that 

parents’ entrepreneurial experiences shape children’s value of self-employment, 

thereby impacting their future career choices (Lindquist et al., 2015). When Constant 

and Zimmermann (2006) compared immigrants and native men in Germany, they 

found that workers whose parents were self-employed were significantly more likely 

to start businesses. Hundley (2006) explained this phenomenon through the 

characteristics that children formed while growing up. His study showed that the 

paternal self-employment effect was persistent and that the propensity for self-

employment among people with self-employed fathers was due to characteristics 

developed during their long exposure to their fathers’ self-employment experiences 

(Hundley, 2006). Long exposure to parental self-employment may enhance children’s 

tolerance of risks or their willingness to bear higher uncertainty (Sørensen, 2007), 

characteristics which prepare children to start their own business. Other research has 

proposed alternative mechanisms for this influence. Individuals with entrepreneurial 

parents were found to have greater aspirations to start businesses (Scott & Twomey, 
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1988), to have a stronger intention to become self-employed, and to have entered self-

employment earlier in their careers (Carroll & Mosakowski, 1987), compared to those 

without entrepreneurial parents. 

In contrast to explanations based on the resources available to immigrants, 

Sørensen (2007) showed that “parental wealth had no direct effect on the rate of self-

employment” (p.116). Instead, exposure to parents’ self-employment during 

adolescence had a considerably higher impact in shaping the children’s propensity to 

become self-employed in future (Sørensen, 2007). This study supports the idea that 

obtaining resources is not enough for individuals to start their own businesses, and is 

consistent with the role model theory that claims exposure to parents’ self-

employment experience shapes children’s values and drives their propensity and 

willingness to start businesses.  

 The ways parents’ entrepreneurial experiences impact children vary among 

different groups. Entrepreneurship is not merely an individual behavior; rather, it may 

be affected by some characteristics of collectivities such as racial and ethnic groups, 

gender, and economic geography (Tolbert & Coles, 2018). In a study that compared 

entrepreneurial intentions in the US and Mexico, student respondents in both countries 

cited their fathers as their most significant role models. However, Mexican students 

more frequently identified their mothers or other relatives as their most significant role 

model, compared to Americans (Van Auken et al., 2006). The authors attributed the 

different role models identified by respondents in the two countries to variations in 

family structures and influences in the two societies (Van Auken et al., 2006). Due to 

differences stemming from divergent religious affiliations, ethnic backgrounds, and 

national cultures, the way in which family impacts self-employment behaviors also 

vary between immigrants and native-born Americans. 
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 Based on this discussion of how family relations impact self-employment, I 

propose the following additional hypotheses: 

Hypothesis 3a: An individual’s father’s self-employment experience has a 

larger positive impact on this individual’s self-employment behaviors for immigrants 

than for native-born Americans. 

Hypothesis 3b: An individual’s mother’s self-employment experience has a 

larger positive impact on self-employment behaviors for immigrants than for native-

born Americans.  

Family Capital and Human Capital 

The third approach to understanding how family influences immigrants’ 

propensity for self-employment is human capital. Compared with native-born 

Americans, some of the largest difficulties immigrants encounter are overcoming 

language barriers and adapting to a novel cultural context, which can prevent them 

from entering the mainstream labor market. Though immigrants have often acquired 

considerable human capital before they arrived in their host countries, their human 

capital had little value in mainstream labor markets (Sanders & Nee, 1996). However, 

human capital can play a significant role when immigrants start their own businesses. 

In a study of Asian and Hispanic immigrants, Sanders and Nee (1996) found that the 

number of adult and teenager relatives in the immigrant household is positively 

associated with self-employment. On the one hand, living in the same household with 

adult siblings and in-laws could reduce the cost of life; on the other hand, family 

relatives could work more productively than non-family workers, since they shared 

common interests (Sanders & Nee, 1996). Similarly, Min’s (1990) study also found 

that Korean businesses relied on family members and co-ethnic employees to a high 

degree. Korean entrepreneurs and employees communicated in Korean language 

throughout most of their interactions (Min, 1990), which partially eased the difficulties 



 

9 
 

of lacking English proficiency. Additionally, family bonds and kinship ties are very 

important for entrepreneurs in overcoming economic difficulties. Especially in the 

initial stages of start-ups or firms, some family households even provided essential 

unpaid labor (Sanders & Nee, 1987). These studies show that relatives or co-ethnic 

people play a significant role in enabling immigrants to start new businesses. At the 

same time, these businesses (mostly family firms) also provide job opportunities for 

family members and co-ethnic people, contributing to the formation of a relatively 

solid community.  

Education is another important form of human capital. However, previous 

studies have debated the ways in which immigrants’ educational attainment impacts 

their self-employment. Some research has shown that the probability of self-

employment is the highest among individuals with low educational attainment 

(Hammarstedt, 2001; Mesch & Czamanski, 1997). These studies explained lower 

levels of self-employment among highly-educated individuals using the status 

attainment framework (M. D. R. Evans, 1989)  or claimed that self-employment could 

be one way for people with low educational attainment to avoid unemployment and 

economic hardship (Hammarstedt, 2001). However, Portes and Zhou’s (1999) study 

found that a college or postgraduate degree significantly enhanced the likelihood of 

self-employment among Cubans, but not among Chinese and Korean groups. In 

another study, based on the Panel Study of Entrepreneurial Dynamics (PSED), Kim 

and his colleagues (2006) found that people with a college degree were twice as likely 

to become nascent entrepreneurs as those with a high school degree, lesser degree, or 

no degree. Interestingly, their study also revealed that holding a graduate degree did 

not contribute to a higher likelihood of self-employment, compared to those with a 

college degree alone (Kim et al., 2006). These studies’ different findings suggest that 
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the impacts of educational attainment on self-employment may vary with different 

research circumstances. 

Another form of human capital that may impact immigrants’ self-employment 

proclivity is English proficiency. In a study based on Australian census data, M. D. R. 

Evans (1989) found that men who belonged to immigrant groups that overall lacked 

English fluency were more likely to be self-employed than those in groups that were 

more highly fluent in English. The authors attributed this phenomenon to the fact that 

immigrants who cannot speak English fluently formed “a linguistically isolated labor 

pool” (p. 958), with their skills being more valued by co-ethnic entrepreneurs than by 

outsiders (M. D. R. Evans, 1989).  

Other forms of human capital can include managerial skills and experience that 

are essential to self-employment. The importance of parents’ self-employment 

experience suggests that parents could transfer managerial skills (Parker, 2009), 

administrative skills, and marketing skills (Hundley, 2006) to their descendants.  

Based on this review of research on the effects of human capital and family 

capital on immigrants’ self-employment, I propose the following hypotheses: 

Hypothesis 4: The number of household members has a larger positive impact 

on immigrants’ self-employment behaviors than on those of native-born Americans. 

Hypothesis 5: Higher levels of educational attainment have a larger negative 

impact on immigrants’ self-employment behaviors than on those of native-born 

Americans. 

Cultural Explanations 

Another important theory attributes immigrants’ predilection for self-

employment to cultural factors. Compared with native-born Americans, immigrants 

have cultural resources such as clanship and regional and family solidarity, which 

could assist them in starting small-business (Light, 1979). Culture is an abstract 
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concept and it is hard to measure. Studies have used various proxy variables in order 

to account for the influence of culture. 

 Marcén (2014) uses the self-employment rate in the immigrants’ countries of 

origins or ancestries as a proxy for culture. The study found that people from countries 

with higher rates of self-employment are more likely to be self-employed. Another 

study, by Butler and Herring (1991), used ethnicity as the proxy for cultural factors. 

They found that members of ethnic Jewish communities believed that self-

employment enabled them to achieve upward mobility, since entrepreneurial behavior 

could be learned through parents and family members. These results accorded well 

with mechanisms proposed in social learning theory (Butler & Herring, 1991). 

Another set of studies employing a cultural approach emphasize immigrants’ 

ethnic traits, focusing on “ethnic” entrepreneurs and “ethnic” enclave economies 

(Valdez, 2012). These studies often linked self-employment to ethnic culture or group 

traits (Light & Bonacich, 1988; Zhou, 1997). This approach suggested that 

maintaining ethnic cultural practices could contribute to the development of 

entrepreneurship (Light, 1972; Light & Bonacich, 1988; Valdez, 2006), while also 

delaying assimilation into the host culture (Valdez, 2012). For instance, Portes and 

Zhou (1992) found that “bounded solidarity” was created among immigrants and that 

the identity of being foreigners and of being treated differently based on cultural and 

phenotypical differences made them aware of the symbols of common nationhood, 

“with direct consequences for ethnic enterprise” (p. 513-14). In such circumstances, an 

ethnic group forms a relatively insular cultural community where they can support 

each other and form an isolated labor pool (D. S. Evans & Leighton, 1989).  

Culture is also reflected in religions, traditions, nationalities, etc. In other 

research, scholars have also focused on how culture impacts the formation of 

entrepreneurship. One study found that some ethnic groups were key in preventing 
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their group members from falling to the bottom of the economic ladder and in helping 

them develop an entrepreneurial culture (Bonacich & Modell, 1980). Butler & Herring 

discovered that Jewish groups have a stronger tradition of being self-employed than 

other groups (Butler & Herring, 1991). This study focused on people who identified 

themselves as “Jewish” when answering the question “(i)n what religion were you 

raised?” It found that people from families in which parents or relatives owned a small 

enterprise were more likely to be self-employed, proposing that growing up in an 

entrepreneurial culture impacted family members’ career choices (Butler & Herring, 

1991). Overall, the cultural approach attempts to identify characteristic cultural 

features of specific groups and assesses the relationship between ethnic traits and 

entrepreneurial inclination. 

Methodology 

Sample 

 In this article, I use the cumulative file of General Social Surveys for the years 

2008, 2010, 2012, 2014, 2016, and 2018. Each survey is “an independently drawn 

sample of English-speaking persons 18 years of age or over, living in non-institutional 

arrangements within the United States” (Smith et al., 2017). Data from the 13,261 

respondents were used to operationalize variables for the analysis.  

Operationalization 

 Self-employment is the main dependent variable in this article. It was 

operationalized through the following question: “Are (were) you self-employed or do 

(did) you work for someone else?” Respondents who said they were self-employed 

were coded 1; those who said they worked for someone else were coded 0.  

 Immigrant status is one of my main explanatory variables. It was 

operationalized using two questions: “Was the respondent born in this country?” and 
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“Were the respondent’s parents born in this country?” In this article, respondents who 

were born in the United States and both of whose parents were also born in the United 

States were defined as ‘native-born American’. Respondents born abroad but with at 

least one parent born in the United States are also included in this category. A first-

generation immigrant is defined as a respondent born abroad with both parents born 

abroad. Second-generation immigrant refers to a respondent born in the United States 

with at least one parent born abroad2.  

 

(Table 1 should be inserted here) 

 

To test disadvantage theory and the resource explanation, I use unemployment 

as a proxy variable. The survey asked respondents if they had any unemployment 

experience in the past ten years. If the answer was yes, it is coded 1; otherwise it is 

coded 0. Unemployment is a huge challenge that immigrants face in host countries 

(Light, 1979). Unemployment not only indicates that immigrants have encountered 

barriers in mainstream labor markets (disadvantage theory), but also means that 

immigrants may miss out on economic returns and social resources (resource 

explanation). Therefore, unemployment experience is used as a proxy for the two 

theory explanations. 

Parents’ self-employment experience is measured using two variables: father’s 

self-employment and mother’s self-employment. The variables are generated from the 

questions on “father (mother)’s employment status.” If the answer is self-employment, 

it is coded 1; if the answer is working for someone else, it is coded 0.  

 
2 These definitions of native-born, first-generation immigrants, and second-generation immigrants are 
taken from a report by the Pew Research Center: https://www.pewsocialtrends.org/2013/02/07/second-
generation-americans/.  

https://www.pewsocialtrends.org/2013/02/07/second-generation-americans/
https://www.pewsocialtrends.org/2013/02/07/second-generation-americans/
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Concerning the household population, I use the number of adult and teen 

members of the household as a proxy. The education variable is defined as the highest 

year of school completed by respondents.  

In the models, I also include specific demographic characteristics of 

individuals as control variables, since previous research has reflected the association 

between the individuals’ characteristics and self-employment. For example, men are 

more likely than women to become self-employed and the probability of self-

employment increases with age (Blanchflower, 2000). Married people also have a 

higher propensity to become self-employed, since hiring their spouses could maximize 

self-employment profits and diminish the risk of truancy (Borjas, 1986). 

The thesis focuses on the period from 2008 and 2018; the year is also included 

as a variable. Having grown up in a large city is also included as a variable, generated 

from the question “what type of place did you live in when 16 years old?” 

Respondents who answered that they lived in a city with a population greater than 

250,000 are regarded as having lived in a big city. Previous studies have shown that 

immigrants are concentrated in big cities where the enclave economy developed 

prosperously (Zhou & Logan, 1989). This research found that, facing an unfamiliar 

environment and major language issues, immigrants were more likely to choose self-

employment as an alternative way to live in enclaves where they can join ethnic 

networks, work in a familiar cultural environment, and avoid the barriers they face in 

mainstream labor markets (Toussaint-Comeau, 2008; Zhou, 2004). Jewish identity is 

also included as a variable, since previous studies (Butler & Herring, 1991) have 

shown that Jewish people have a strong tradition of self-employment. The Jewish 

identity variable is developed from the question “(i)n what religion were you raised?” 

If a respondent indicated himself or herself to have been raised as Jewish, it is coded 

1; otherwise it is coded 0.  
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(Table 2 should be inserted here) 

(Table 3 should be inserted here) 

 

Analysis and Results 

 Table 4 presents the relationship between immigrant status and self-

employment without controlling for other variables. First-generation immigrants have 

a slightly higher self-employment rate (13%) than the native-born Americans (11%) 

and second-generation immigrants (11%) without controlling other variables. The 

result of the Chi-squared test for self-employment rates across the three categories of 

immigrant status is marginally significant (p=0.056).  

 

(Table 4 should be inserted here) 

  

 Table 5 shows that first-generation immigrants have the highest unemployment 

rate and the highest self-employment rate when compared to the other two groups. 

This finding is consistent with disadvantage theory, suggesting that first-generation 

immigrants encounter more barriers in the mainstream labor market. They may thus 

use self-employment as an alternative means to achieve economic returns and upward 

mobility. To test disadvantage theory (Hypothesis 2), I ran a logistic regression, the 

results of which are shown in Table 6.  

 

(Table 5 should be inserted here) 

(Table 6 should be inserted here) 

 

Table 6 shows the results of testing the four hypotheses, shown above as 

Model 1 to Model 4. Controlling for age, gender, marital status, affiliation with 
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Judaism, and father’s education constant, the predicted likelihood of self-employment 

for first-generation immigrants is 0.1253 (computed based on the log odds in Model 1 

in Table 6) whereas the predicted likelihood is 0.1064 for native-born Americans.  

Based on Model 2 (Table 6 and Table 7), having experienced unemployment in 

the last 10 years increases the probability of self-employment for both first-generation 

and second-generation immigrants, whereas having experienced unemployment has a 

negative impact on native-born Americans (decreasing the likelihood from 0.1136 to 

0.0867). This is consistent with disadvantage theory’s assessment that self-

employment is an effective way for immigrants to obtain economic outcomes and 

upward social mobility (Butler & Herring, 1991; Constant & Zimmermann, 2006). 

The decreasing probability of self-employment for native-born Americans who have 

experienced unemployment aligns with the resource explanation, which suggests that 

losing one’s job may lead to economic hardship as well as loss of other related 

resources. One possible explanation for the contrasting impacts of unemployment on 

immigrants and native-born Americans is that the social welfare system provides basic 

economic security for native-born Americans, who are U.S. citizens. Native-born 

Americans can obtain support including unemployment assistance and supplemental 

security income, which disincentivize self-employment. In contrast, immigrants 

receive much less government support. Undocumented immigrants may even face the 

risk of being deported if they try to obtain government support. This may partially 

explain why immigrants and native-born groups choose very different strategies when 

facing unemployment. 

(Table 7 should be inserted here) 

(Figure 1 should be inserted here) 

Having a self-employed father or a self-employed mother increases the 

likelihood of self-employment for both immigrants and native-born Americans, except 
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for first-generation immigrants with a self-employed mother, who have a slightly 

lower probability of becoming self-employed than their counterparts without an 

entrepreneurial mother (see Table 7). The effects of having a self-employed father or 

mother are significant in Model 3 and Model 4, but the interaction terms with 

immigrant status groups are not significant. This suggests that having an 

entrepreneurial parent has a positive effect on children’s likelihood to be self-

employed, on average. This is consistent with previous studies that found that having 

entrepreneurial parents positively impacted children’s self-employment (Carroll & 

Mosakowski, 1987; Lindquist et al., 2015), but that these impacts do not vary across 

different immigrant status groups. Having entrepreneurial parents greatly increases the 

likelihood of becoming self-employed, but this effect is not unique to immigrants.  

 

(Table 8 should be inserted here) 

(Table 9 should be inserted here) 

 

Table 9 presents predicted probabilities of self-employment for respondents 

who have different household populations and levels of educational attainment. Model 

1 in Table 8 tests Hypothesis 4, assessing whether the number of teens and adults in a 

household increases the immigrants’ likelihood of being self-employed. The predicted 

probabilities of self-employment of second-generation immigrants range from about 

7.42 percent in a household with a small number of adults (the 5th percentile) to about 

16.47 percent in a household with a larger adult population (the 95th percentile), 

assuming mean values for all other variables. In contrast, the predicted probabilities of 

self-employment for first-generation immigrants and native-born Americans do not 

change much (less than 1 percent) with the number of adults in the household. 
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Interestingly, the predicted probabilities of self-employment for second-generation 

immigrants decline from 13.25 percent to 2.99 percent when the number of teens 

increases from the 5th percentile to the 95th percentile, controlling for mean values for 

all other variables. In contrast, the probabilities of self-employment only increase 

slightly for both first-generation immigrants and native-born Americans as the number 

of teens in the household increases (see Figure 2). The effects of number of adult 

household members and number of teen household members on self-employment for 

first-generation immigrants and native-born Americans are both slightly positive, 

while these variables have a significantly positive effect and a negative effect, 

respectively, on self-employment for second-generation immigrants. In other words, 

second-generation immigrants’ self-employment behaviors are more sensitive to the 

household population than the other two groups. 

I next examine the effects of education on self-employment across the three 

groups. According to Table 8, higher educational attainment has a negative impact on 

self-employment for all groups, which is consistent with previous studies 

(Hammarstedt, 2001; Mesch & Czamanski, 1997). However, the magnitude of the 

effect of educational attainment varies among the three immigrant status groups. For 

first-generation immigrants, the predicted probabilities of self-employment range from 

14.31 percent for those with the lowest educational attainment (the 5th percentile) to 

about 12.45 percent for those with the highest educational attainment (the 95th 

percentile), assuming mean values for all other variables. The magnitude of the effect 

of education on second-generation immigrants is larger than the first-generation 

immigrants (from 0.1476 to 0.1037); the magnitude of the educational effect on 

native-born people is slightly smaller, but the difference is not significant (from 

0.1061 to 0.1005).  
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(Figure 2 should be inserted here) 

 

Model 3 in Table 8 includes all the previously-discussed predictors. The 

number of adults in the household has a negative impact on the likelihood of self-

employment for first-generation immigrants, but this effect is not significant. 

However, every increase of one adult in a household for second-generation 

immigrants enhances the probability of self-employment, which is consistent with the 

result of Model 1 in Table 8. It should be noted that the number of adults has a 

contrary impact on self-employment for first-generation and second-generation 

immigrants, when compared with native-born Americans. Every increase of one teen 

in a household increases the odds of self-employment by 49.4% for first-generation 

immigrants, compared to native-born Americans, though this effect between the two 

groups is not statistically significant. Nevertheless, every addition of one teen to a 

household is predicted to decrease the odds of self-employment by 90.8% for second-

generation immigrants. compared to the native-born group. Compared with native-

born Americans, having experienced unemployment is positively associated with self-

employment for both first-generation and second-generation immigrants, even though 

it is not statistically significant for second-generation immigrants. This is aligned with 

the result presented in Table 6. In addition, having a father who is self-employed is 

predicted to decrease the likelihood that a child is self-employed for both first-

generation and second-generation immigrants, when compared with native-born 

Americans with an entrepreneurial father. However, the two coefficients are not 

statistically significant. Having an entrepreneurial mother is predicted to decrease the 

odds of self-employment by 23.1% for first-generation immigrants, compared to 

native-born people with an entrepreneurial mother. Again, though, the coefficient here 

is not significant. In contrast, for second-generation immigrants, having a self-
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employed mother increases the odds of a child being self-employed by 221.2%, 

compared to native-born Americans with a self-employed mother. In sum, having an 

entrepreneurial father increases the probability of self-employment, and this effect 

does not significantly vary across the three groups. In contrast, having an 

entrepreneurial mother does not significantly increase the probability of self-

employment.  

Based on these 7 models, older people, men, and married people are predicted 

to have a higher likelihood of being self-employed, a finding consistent with previous 

studies (Blanchflower, 2000; Borjas, 1986). Nevertheless, in contrast to previous 

studies (Toussaint-Comeau, 2008), in all of the models tested, living in a big city at 

age 16 does not increase the probability of being self-employed. One possible 

explanation is that forms of self-employment have become more diverse as a result of 

the trend toward digitalization. Immigrants can choose to live in smaller cities (some 

of which are, for example, hubs for IT companies) with sufficient resources, rather 

than depending on big cities or immigrant enclaves, as they did before. In addition, 

from 2010 to 2018, the self-employment rate did not significantly change. It should be 

noted that father’s educational attainment is also positively associated with self-

employment in all models. Higher educational attainment among fathers indicates that 

children can have more social resources and a higher social status (Lin et al., 1981), 

both of which provide significant benefit for starting one’s own business.  
 

Discussion and Conclusions 

 This article has assessed whether immigrants in the United States have a higher 

probability of being self-employed compared to native-born Americans. It has tested 

several theoretical explanations for why this difference occurs.  
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The results show that—when other variables are held constant—having 

experienced unemployment results in a higher probability of self-employment for both 

first-generation and second-generation immigrants, compared to native-born 

Americans with similar unemployment experience. This is compatible with 

disadvantage theory, which argues that self-employment is an effective alternative 

strategy for immigrants seeking to obtain earnings and achieve upward social mobility 

(Constant & Zimmermann, 2006). However, it is not clear why the effects of previous 

unemployment experience on self-employment are diametrically opposed for 

immigrant and native-born groups. I propose one possible explanation: immigrants 

have a stronger motivation to overcome the hardship that accompanies unemployment, 

compared with native-born groups, who can access government subsidies and other 

forms of social welfare assistance. Under the social welfare system, which provides 

unequal protection, immigrants have fewer choices than native-born Americans when 

facing deficiencies in the labor market. Further research should explore the forms of 

self-employment among different immigrant status groups and examine whether 

immigrants are more likely to start businesses which do not require enormous assets 

and resources. 

People with parents who have self-employment experience are more likely to 

become self-employed than those without entrepreneurial parents—a result consistent 

with the role model theory. Having an entrepreneurial father has a stronger effect on 

self-employment than having an entrepreneurial mother. However, having 

entrepreneurial parents does not allow us to predict that immigrants have a higher 

probability of self-employment than native-born Americans, since the effects of 

parents’ employment do not vary across immigrant status groups.  

The presence of a larger number of adults in a household only has a 

significantly positive impact on the likelihood of self-employment for second-
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generation immigrants. Increasing numbers of adults in the household have a negative 

impact on self-employment for first-generation immigrants, even though this 

relationship is not statistically significant. These results are opposed to previous 

studies (Sanders & Nee, 1996), which suggested that more relatives in a household 

allowed immigrants to reduce costs and to work more productively. Due to data 

limitations, it is not clear whether the forms and types of self-employment are similar 

among first-generation and second-generation immigrants. Some forms of self-

employment are more sensitive to human capital (laborers), whereas for the capital-

intensive or technology-intensive self-employment, laborers are not a significant 

determinant. 

Higher education decreases the likelihood of self-employment—a result that is 

consistent with previous research (M. D. R. Evans, 1989). This study shows that 

education not only depresses the likelihood of self-employment for immigrants, but it 

also lowers the likelihood for native-born Americans. (see Table 8 and Figure 2). The 

results in this study are also compatible with the conclusions of another study that 

found that Jewish people have a strong tradition of self-employment (Butler & 

Herring, 1991).  

Additional research should further explore the various forms of self-

employment that different immigrant status groups take on. Though immigrants have 

higher rates of self-employment, it is unclear whether they adopt the same forms of 

self-employment as native-born Americans. If immigrants are more likely to conduct 

low-skill or low-asset forms of self-employment, this would be consistent with 

disadvantage theory, suggesting that immigrants take on forms of self-employment 

that are less desirable in response to the unfavorable conditions they face in labor 

markets. Sanders and Nee (1996) emphasized the importance for immigrants of 

laborers within the household—an assessment which was based on the hypothesis that 
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these forms of self-employment are labor intensive. It is also unclear if the forms of 

self-employment or family firm employment have changed in past decades. 

Understanding the industry, forms and types of immigrants’ businesses is very 

important.  

Another aspect that needs to be further explored is the geographical 

distribution of immigrants who take on self-employment. Earlier studies on 

immigrants focused on their concentration in enclave economies and communities 

within large cities (Light & Bonacich, 1988; Zhou, 2004). With the development of 

digitalization, it will be important to understand where immigrants choose to start their 

businesses and why they make these choices. 
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Table 1. Definitions and Metrics for Variables 

Variable Variable Definition and Metric 
Age Respondent's age in years 
Male Respondent's sex (1=male; 0=female) 
Father's education Educational attainment of respondent's father in years 

Jewish Whether a respondent indicates his/her religion as Jewish 
(1=Yes; 0=No) 

Marital status Two dichotomous variables indicating respondent’s 
marital status: (married; formerly married: 
divorced/separated/widowed; the reference is never 
married) 

Immigrant status Two dichotomous variables indicating respondent’s 
immigrant status (first-generation immigrants; second-
generation immigrants; the reference is native-born 
Americans) 

Year The year GSS conducted surveys (2010, 2012, 2014, 
2016, 2018; the reference is 2008) 

Big City Respondent's residence in a big city (1=living in a big 
city; 0=not living in a big city). A big city is defined as a 
city with a population greater than 250,000 population.  

Self-Employment Respondent's self-employment status (1=self-employed; 
0=working for others) 

Unemployment Whether respondent has been unemployed in the last 10 
years (1=Yes; 0=No) 

Father's Self-
Employment 

Whether respondent's father is self-employed (1=Yes; 
0=No) 

Mother's Self-
Employment 

Whether respondent's mother is self-employed (1=Yes; 
0=No) 

Teens Number of members 13 to 17 years old in respondent's 
household 

Adults Number of members over 17 years old in respondent's 
household 

Education Respondent's educational attainment in years 
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Table 2. Descriptive Statistics    

Variable  Obs  Mean  Std. 
Dev.  Min  Max 

Age 13750 44.885 15.920 18 89 
Male 13794 0.469 0.499 0 1 
Father's education 10107 12.320 3.748 0 20 
Jewish 13701 0.018 0.132 0 1 
Marital status 13781 0.915 0.668 0 2 
Immigrant status 13697 0.267 0.614 0 2 
Year 13794 2013.419 3.358 2008 2018 
Big City 13780 0.139 0.346 0 1 
Self-Employment 13261 0.108 0.311 0 1 
Unemployment 9270 0.372 0.483 0 1 
Father's Self-Employment 11119 0.201 0.401 0 1 
Mother's Self-Employment 9448 0.110 0.313 0 1 
Teens 13755 2.242 0.942 1 7 
Adults 13685 0.178 0.491 0 4 
Education 13769 14.294 2.703 0 20 
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Table 3. Pairwise Correlations         
Variables (1) (2) (3) (4) (5) (6) (7) 
(1) Age 1.000       
(2) Sex -0.016 1.000      
(3) Father's education -0.267* 0.019 1.000     
(4) Jewish 0.045* 0.014 0.083* 1.000    
(5) Marital Status 0.509* -0.098* -0.154* 0.001 1.000   
(6) Immigrant 
generation -0.072* 0.002 -0.143* 0.044* -0.035* 1.000 

 
(7) Year 0.029* -0.003 0.035* 0.002 0.004 0.013 1.000 
(8) Big city -0.020* 0.001 0.037* 0.061* -0.024* 0.133* -0.001 
(9) Self-employment 0.090* 0.085* 0.015 0.033* 0.043* 0.006 -0.013 
(10) Unemployment -0.324* 0.039* 0.058* -0.013 -0.172* 0.030* 0.001 
(11) Father's SE a 0.061* -0.012 -0.111* 0.071* 0.035* 0.080* -0.006 
(12) Mother’s SE a  0.031* -0.010 -0.047* 0.048* 0.012 0.068* -0.010 
(13) Adults -0.217* 0.051* -0.016 -0.011 -0.209* 0.094* 0.007 
(14) Teens -0.121* -0.048* 0.004 -0.004 -0.005 0.033* -0.027* 
(15) Education -0.036* -0.005 0.449* 0.104* -0.041* -0.055* 0.040* 

 
 

Variables (8) (9) (10) (11) (12) (13) (14) (15) 
(8) Big city 1.000        
(9) Self-employment 0.003 1.000       
(10) Unemployment 0.024* -0.039* 1.000      
(11) Father's SE a -0.027* 0.110* -0.038* 1.000     
(12) Mother’s SE a  -0.007 0.066* 0.004 0.217* 1.000    
(13) Adults -0.006 0.012 0.033* 0.011 0.001 1.000   
(14) Teens 0.003 -0.007 0.017 -0.001 0.015 0.106* 1.000  
(15) Education 0.030* 0.011 -0.056* -0.038* -0.036* -0.061* -0.054* 1.000 

*** p<0.01, ** p<0.05, * p<0.1 
a: SE is short for self-employment.            
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Table 4. Rate of Self-Employment in Immigrant Status Groups  
 Immigrant Status 

 self-employed Native born 1st gen immigrant 2nd gen immigrant Total 
 11.00% 13.00% 11.00% 11.00% 

Total 10221 1644 1252 13117 

The table shows column percentages.  
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Table 5. Unemployment Rate in Immigrant Status Groups  
 Unemployment Immigrant status 
Unemployment Rates Native-born  1st gen immigrant 2nd gen immigrant Total 
 34.84% 39.80% 41.35% 36% 
Total 7126 1187 880 9193 
The table shows column percentages.     
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Table 6. Logit Models Predicting the Effect of Unemployment and Parents’ Self-
employment Experience on the Likelihood of Self-employment in Different Immigrant 
Status Groups, GSS (2008-2018) 
  Model (1) Model (2) Model (3) Model (4) 
  SE SE SE SE 
Age 1.018 1.016 1.017 1.020 
 (0.003)** (0.003)** (0.003)** (0.003)** 
Male 1.893 1.990 1.930 1.791 
 (0.141)** (0.191)** (0.145)** (0.162)** 
Father's education 1.035 1.037 1.039 1.041 
 (0.010)** (0.013)** (0.010)** (0.014)** 
Married 1.664 1.503 1.627 1.574 
 (0.177)** (0.196)** (0.175)** (0.206)** 
Widowed, divorced or separated 1.323 1.143 1.303 1.371 
 (0.172)* (0.178) (0.171)* (0.213)* 
Big City 1.003 1.181 1.058 0.956 
 (0.110) (0.163) (0.120) (0.134) 
Jewish 1.514 1.753 1.281 1.278 
 (0.325) (0.460)* (0.279) (0.344) 
1st gen immigrant 1.344 1.040 1.441 1.281 
 (0.151)** (0.192) (0.208)* (0.233) 
2nd gen immigrant 1.207 0.909 1.294 1.352 
 (0.175) (0.222) (0.227) (0.269) 
Unemployment  0.741   
  (0.088)*   
1st gen immigrant# 
unemployment  1.866   
  (0.564)*   
2nd gen immigrant# 
unemployment  1.770   
  (0.656)   
father's self-employment   2.165  
   (0.206)**  
1st gen immigrant# father's SE   0.662  
   (0.146)  
2nd gen immigrant# father's SE   0.765  
   (0.221)  
mother's self-employment    1.792 
    (0.261)** 
1st gen immigrant# mother's SE    0.843 
    (0.302) 
2nd gen immigrant# mother's SE    1.215 
    (0.530) 
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Constant 0.0188*** 0.0239*** 0.0151*** 0.0148*** 
 (0 .00421) (0.00699) (0.00343) (0.00439) 
N 9,689 6,514 9,608 6,417 
Exponentiated coefficients; Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
Note: Years have been controlled in the models above.    
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Table 7. Predicted Probabilities of Self-Employment Based on Unemployment and Parents' Self-employment Experience 

  Unemployment a Father's self-employment b Mother's self-employment c 
  Yes No Yes No Yes No 
First-gen 
immigrants 0.1458 0.1099 0.1506 0.1100 0.1508 0.1052 

 
[0.0993, 
0.2028] 

[0.0654, 
0.1391] 

[0.0881, 
0.1951] 

[0.0726, 
0.1480] 

[0.0193, 
0.1957] 

[0.0717, 
0.1633] 

Second-gen 
immigrants 0.1137 0.0891 0.1454 0.0931 0.1913 0.0980 

 
[0.0560, 
0.1563] 

[0.0519, 
0.1330] 

[0.0681, 
0.2081] 

[0.0481, 
0.1170] 

[0.0973, 
0.4375] 

[0.0393, 
0.1197] 

Native-born 
Americans 0.0867 0.1136 0.1719 0.0875 0.1538 0.0921 

  
[0.0688, 
0.1025] 

[0.0998, 
0.1272] 

[0.1363, 
0.1895] 

[0.0757, 
0.0990] 

[0.0960, 
0.1810] 

[0.0791, 
0.1065] 

Note: Confidence intervals for predicted probabilities are shown in brackets.  
a Computed using coefficients from Model 2 of Table 6 and assuming mean values for all other values.  
b Computed using coefficients from Model 3. 
c Computed using coefficients from Model 4. 
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Table 8. Logit Models Predicting the Effect of Household Population and Education 
on Self-employment, GSS (2008-2018) 

  Model (1) Model (2) Model (3) 
  SE SE SE 
Age 1.019 1.018 1.019 
 (0.003)** (0.003)** (0.005)** 
Male 1.871 1.888 1.846 
 (0.142)** (0.141)** (0.229)** 
Father's Education 1.036 1.040 1.069 
 (0.010)** (0.012)** (0.021)** 
Married 1.640 1.672 1.492 
 (0.178)** (0.178)** (0.258)* 
Widowed, divorced or separated 1.352 1.322 1.136 
 (0.179)* (0.172)* (0.234) 
Big City 1.011 1.009 1.139 
 (0.110) (0.111) (0.202) 
Jewish 1.614 1.533 1.688 
 (0.346)* (0.329)* (0.588) 
1st gen immigrant 1.312 1.539 0.861 
 (0.417) (0.561) (1.068) 
2nd gen immigrant 0.732 1.985 1.040 
 (0.219) (1.374) (1.621) 
Adults 1.019  0.890 
 (0.063)  (0.090) 
1st gen immigrant# Adults 1.009  0.973 
 (0.138)  (0.237) 
2nd gen immigrant# Adults 1.325  1.586 
 (0.177)*  (0.365)* 
Teens 1.160  1.286 
 (0.097)  (0.168) 
1st gen immigrant# Teens 0.987  1.494 
 (0.187)  (0.464) 
2nd gen immigrant# Teens 0.174  0.092 
 (0.097)**  (0.105)* 
Education  0.994 0.973 
  (0.016) (0.027) 
1st gen immigrant# Education 0.990 1.006 
  (0.026) (0.062) 
2nd gen immigrant# Education 0.966 0.937 
  (0.046) (0.097) 
Unemployment   0.799 
   (0.119) 
1st gen immigrant# unemployment 2.836 
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   (1.185)* 
2nd gen immigrant# unemployment 1.462 
   (0.766) 
Father's self-employment  2.085 
   (0.307)** 
1st gen immigrant# father's self-employment 0.633 
   (0.276) 
2nd gen immigrant# father's self-employment 0.568 
   (0.322) 
Mother's self-employment  1.297 
   (0.267) 
1st gen immigrant# mother's self-employment 0.769 
   (0.341) 
2nd gen immigrant# mother's self-employment 3.212 
   (1.806)* 
Constant 0.0165 0.0191 0.0186 
 (0 .005) *** (0.005) *** (0.011) *** 
N 9648 9724 4265 
Exponentiated coefficients; Standard errors in parentheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
Note: Years have been controlled in the models above.  
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Table 9 Predicted Probabilities of Self-Employment Based on Household Population and Educational Attainment d 

    Percentile on Adults, Teens, and Education 
    5% 25% 50% 75% 95% 

Adults a 

Native born 0.1007 0.1024 0.1024 0.1042 0.1087 
 [.0871, .1133] [.0940, .1098] [.0940, .1098] [.0895, .1176] [.0808, .1298] 

1st gen immigrant 0.1289 0.1321 0.1321 0.1354 0.1391 
 [.0930, .1732] [.1119, .1583] [.1119, .1583] [.1066, .1676] [.0853, .1930] 

2nd gen immigrant 0.0742 0.0976 0.0976 0.1274 0.1647 
 

 [.0479, .1041] [.0732, .1251] [.0732, .1251] [.0893, .1676] [.0928, .2367] 
 

      

Teens b 

Native born 0.1005 0.1005 0.1005 0.1005 0.1147 
 [.0913, .1086] [.0913, .1086] [.0913, .1086] [.0913, .1086] [.0976, .1307] 

1st gen immigrant 0.1302 0.1302 0.1302 0.1302 0.1463 
 [.1092, .1566] [.1092, .1566] [.1092, .1566] [.1092, .1566] [.1088, .1887] 

2nd gen immigrant 0.1325 0.1325 0.1325 0.1325 0.0299 
 

 [.1036, .1645] [.1036, .1645] [.1036, .1645] [.1036, .1645] [-.0015, .0625] 
 

      

Education c 

Native born 0.1061 0.1044 0.1033 0.1022 0.1005 
 [.0878, .1216] [.0933, .1138] [.0945, .1109] [.0922, .1116] [.0850, .1165] 

1st gen immigrant 0.1431 0.1373 0.1335 0.1298 0.1245 
 [.1109, .1779] [.1150, .1635] [.1126, .1593] [.1059, .1596] [.0915, .1645] 

2nd gen immigrant 0.1476 0.1330 0.1240 0.1155 0.1037 
  [.0776, .2163] [.0938, .1731] [.0953, .1547] [.0852, .1489] [.0587, .1532] 

Note: Confidence intervals for marginal effects are shown in brackets.  
a Computed using coefficients from Model 1 of Table 8 and assuming mean values for all other values.  
b Computed using coefficients from Model 1. 
c Computed using coefficients from Model 2. 
d The probabilities in this table are calculated based on Model 1 and Model 2 in Table 8, assuming mean values for all other values
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Figure 1. Percent Self-employed and Percent whose Mother/Father is Self-

employed by Immigrant Status 
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Figure 2. Probability of Self-employment Based on Interaction between Immigrant Status Groups and Unemployment, 
Parents’ Self-employment Experience, Household Population, and Educational Attainment 
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