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Abstract This paper explores differences in the likeli-
hood of engaging in self-employment among migrants
who moved for different reasons to the UK. The results
suggest that, conditional on being in employment, those
who initially migrated for asylum reasons are six per-
centage points more likely to engage in self-
employment than the UK-born, while those who migrat-
ed for work reasons are not significantly different from
UK-born workers in this regard. We also find that me-
diating factors, such as the presence of networks and
years since migration, relate differently to the likelihood
of self-employment for each group of migrants. Finally,
there are also differences when looking at the number of
persons employed by the self-employed and the skill

level associated with the activity of self-employment.
Those who migrated for asylum are not significantly
different from the UK-born in their likelihood of
employing someone else, while those who migrated
for work are two percentage points less likely to employ
others relative to the UK-born.
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1 Introduction

Are migrants more entrepreneurial than the native-born?
Are they more likely to be self-employed? These ques-
tions have captivated the attention of academics and
have become part of a flourishing area of research
(Hart and Acs 2011; Jansen et al. 2003; Levie and
Smallbone 2009; OECD 2010). There is evidence sug-
gesting that foreign-born individuals tend to have higher
propensity of entrepreneurship compared to the native-
born (Kerr and Kerr 2017; Vandor and Franke 2016). In
fact, recent evidence points to an increasing trend in
self-employment rates and new business formation
among the foreign-born in many countries, but a declin-
ing trend among the native-born (Fairlie and Lofstrom
2015).

Differences in entrepreneurship between migrants
and native-born individuals may reflect labour market
discrimination, differences in language skills, the
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existence of ethnic “enclave” economies, the self-
selection process involved in migration, the temporari-
ness of the migration experience and the likelihood of
returning home and differences in risk aversion, among
others. Discrimination in the labour market can increase
returns to self-employment relative to waged employ-
ment (Clark and Drinkwater 2010; Fairlie and Meyer
1996). Ethnic enclaves provide access to markets for
culture-specific goods and services, in which linguistic
factors and culture-specific knowledge play a role
(Miera 2008; Zhou 2004). More entrepreneurial indi-
viduals are more likely to migrate in the first place, and
selective immigration policies geared towards attracting
skilled migrants could be an augmenting factor (Borjas
1982). A higher likelihood of returning home might
induce some migrants to enter self-employment in order
to accumulate financial, human or social capital to be
used once back to their home countries (Brück et al.
2018). Finally, differences in the degree of risk aversion
between migrants and natives can lead to differences in
the likelihood of engaging in entrepreneurial activities
(Batista and Umblijs 2014; McMullen and Shepherd
2006; Ramoglou and Tsang 2016).

While the literature provides interesting insights on
differences in entrepreneurship propensities between mi-
grants and the native-born, it has largely ignored the het-
erogeneity of reasons for immigration among the foreign-
born population.1 Reflecting on the case of the USA, Kerr
and Kerr (2017) suggest that a key limitation of the evi-
dence is that we “lack a clear picture of how the successful
immigrant founders enter the United States, which can be
for reasons as diverse as schooling, employment, family
reunification, and more”. This statement would also hold
true formost countries around theworld; it highlights a key
gap in the literature: reason for immigration may correlate
with opportunities for waged employment and other fac-
tors that affect the choice of economic activity of individ-
uals, including the legal constraints they facewhenmaking
their choices. While some migrants move to a country to
become entrepreneurs, most move for other reasons and
engage in entrepreneurship after several years of residence
in the host country (Kerr and Kerr 2017).

This study explores the relationship between initial
reason for immigration and the propensity of self-
employment among migrants. We ask: are those who
initially migrated for asylum, family, study and work

reasons as likely to engage in self-employment as the
native-born? What is the potential role of immigration
and related policies in creating these differences? Is the
effect of mediating factors (e.g. networks, length of
residence) on self-employment the same for all groups?

While self-employment on its own only captures one
aspect of entrepreneurship, identifying how self-
employment rates differ across those who migrated for
different reasons is important in order to understand the
consequences of immigration policy choices. For exam-
ple, restricting or expanding one type of migration (e.g.
student and work visas) can have a different impact on
entrepreneurship and business formation than restricting
or expanding other types (e.g. family visas, refugee
resettlement). Exploring the role of reason for immigra-
tion can also inform the development of interventions
directed at boosting entrepreneurial potential among the
different migrant groups.

A number of studies have explored the role of ethnicity
in self-employment patterns across subgroups of the pop-
ulation (Clark and Drinkwater 2000, 2010; Clark et al.
2017; Levie 2007), and others have looked at the role of
the region of origin of the migrants (Andersson and
Hammarstedt 2015; Blume et al. 2009; Hammarstedt
2004). Our analysis complements these studies and ex-
plores whether individuals from the same ethnic group and
region of origin who migrated for different reasons have
different propensities of engaging in self-employment.

Furthermore, we explore the mediating roles of length
of residence in the host country and networks of compa-
triots in determining differences in self-employment rates
across the various migrant groups we look at. If there is a
strong degree of integration into the host society, those
migrants who have spent longer time in the host country
are likelier to converge in their self-employment rates to
those of natives. However, we expect reason for immigra-
tion to influence the pace of migrant integration. Access to
networks can increase the likelihood of self-employment
but can also increase the likelihood of waged employment.
Which of these two effects dominate could vary substan-
tially across those with different reasons for immigration.

Our analysis is based on 2007–2018 data from the
United Kingdom (UK), a country which hosts the fifth
largest stock ofmigrants worldwide (World Bank 2018).
The UK’s migrant population, estimated at 9.4 million
or 14% of the population in 2017 (Office for National
Statistics 2018), is diverse in terms of country of origin
and reason for immigration. Adding the fact that the UK
also has one of the largest economies in the world and

1 Among the few exceptions to this is the work of Constant and
Zimmerman (2005) for Denmark and Germany.
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that its immigration policy is likely to change in the near
future because of Brexit (Vargas-Silva 2016b), it is an
ideal case for exploration. While there is research on
differences in the wages and hours worked of migrants
in the UK by reason for immigration (e.g. Ruiz and
Vargas-Silva 2018), issues related to self-employment
and reason for immigration remain unexplored. Many
high-income countries have immigration systems simi-
lar to that of the UK (OECD 2018). Our findings may
therefore also inform debates elsewhere.

2 Conceptual background

Our analysis compares individuals who migrated for
four different reasons, all relative to the UK-born. We
refer to these groups as asylum migrants, economic
migrants, family migrants and study migrants. These
categories refer to reason for initial immigration, not
actual visa status or main activity (e.g. study migrants
are not current students). We draw on Clark and
Drinkwater (2000) and others, who have explored dif-
ferences in self-employment rates between majority and
minority ethnic groups, to define our conceptual ap-
proach. The underlying idea is that a series of “push”
and “pull” factors determine the decision to enter self-
employment versus waged employment. In particular,
we focus on factors related to the potential rewards from
engaging in waged employment versus self-
employment.

In order to facilitate the discussion, we denote the
average earnings from waged employment (i.e. earnings
from working as an employee) of any group g as wg.
These values represent average earnings of the group
members (i.e. asylum migrants, economic migrants,
family migrants, study migrants, and the native born)
after controlling for their key socio-demographic char-
acteristics. In other words, the earnings reflect the de-
gree to which factors related to reason for immigration
affect the reward to waged employment. The evidence
for the UK suggests that wg varies by reason for immi-
gration (Ruiz and Vargas-Silva 2018). As summarised in
Fig. 1, the empirical evidence shows that, controlling for
socio-demographic factors, study migrants tend to have
higher hourly earnings, followed closely by economic
migrants. Family and asylummigrants have substantial-
ly lower hourly earnings. These differences could relate
to factors that involve direct discrimination but could

also reflect other aspects such as a lower degree of
familiarity with workplace culture in the host country.

Individuals also have the alternative of engaging in
self-employment and the reward for doing so is given by
a function (πg), which depends on a series of factors that
are common across groups and a series of factors that are
group-specific. The group-specific factors might reflect
aspects such as the influence of networks, which can
facilitate transactions, provide loans and serve as a cus-
tomer base, fluency in a particular language and entre-
preneurial culture. There is scarce evidence for the UK,
or any other similar economy, on differences in earnings
from self-employment among those who initially mi-
grated for different reasons. We therefore do not have a
clear a priori empirical expectation about how πg would
vary by reason for immigration.

The likelihood to enter into self-employment (s) for
those in group g (i.e. asylum migrants, economic mi-
grants, family migrants, study migrants or native-born)
depends on wg, πg, observable characteristics (X) such
as age, gender, education and unobserved factors (u)
which could include factors such as innate preferences
for a certain type of activity.2 We summarise these
interlinkages using the following expression:

sg ¼ f πg;wg;Xg; ug
� � ð1Þ

In general, sg is increasing in πg and decreasing inwg.
This idea forms the backbone of our hypotheses.3

We start the discussion by exploring the overall pre-
mise of the paper, which is that reason for immigration
affects the likelihood of self-employment and this cre-
ates differences across groups. The main implication of
this premise is that sg varies by reason for immigration.
As explained above, there is no evidence on differences
in earnings from self-employment among those who
migrated for different reasons, but there is evidence on
differences in the rewards to waged employment. Using
the ranking of earnings from Fig. 1 (i.e. study > eco-
nomic > family > asylum), Table 1 provides a summary
of the predictions from nine possible scenarios based on
the relationship between πg and wg across groups. We
use study and asylum migrants for illustration,

2 We explore the role of wg and πg once socio-demographic character-
istics have been controlled for. Previous studies have shown that factors
such as education play a role in determining the likelihood of self-
employment (Davidsson and Honig 2003).
3 The pressure to remit money home may affect the election of eco-
nomic activity, but it is unclear how this relates to reason for immigra-
tion (Vargas-Silva 2017).
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respectively denoted with subscripts ST and AS. For
example, wST is the reward to waged employment for
study migrants, while wAS is the reward to waged em-
ployment for asylum migrants. In order to facilitate the
discussion, we define two additional terms as follows:

Gap w ¼ wST−wAS ð2Þ

Gap π ¼ πST−πAS ð3Þ

In all scenarios in Table 1, we follow the existing
evidence and assume that Gap _w > 0.4

In the first row of Table 1, the average earnings gap in
waged employment between study and asylummigrants
is greater than the earnings gap in self-employment.
This leads to asylum migrants being more likely to
engage in self-employment compared to study migrants.
In other words, if differences in the rewards to self-
employment across groups are sufficiently small, we
would then expect workers who migrated for asylum
reasons to have higher self-employment rates than
workers who migrated for study reasons. Note that this
is the case even if study migrants earn more from self-
employment than asylum migrants (i.e. scenario 1C). In
the situation in the second row, the gaps in earnings
from self-employment and waged employment are the
same across the two groups. In such case, we would
expect to see no major differences in the likelihood of
self-employment across groups. Finally, the last row of
Table 1 depicts a scenario where the gap in earnings

from self-employment between study and asylum mi-
grants is greater than the gap in waged employment.
Such case leads to study migrants being more likely to
go into self-employment compared to asylum migrants.
These two last scenarios are less likely. We do not have
estimates of the gap in earnings from self-employment
between study and asylum migrants, but we know that
the gap in waged employment between the two groups
is large (Fig. 1). Based on the discussion above we
formulate Hypothesis 1:

Hypothesis 1 (H1): The propensity to engage in
self-employment will be higher for groups of mi-
grants that are less rewarded in waged employment
(e.g. asylum migrants) than for those that are more
rewarded (e.g. study migrants).

Our second hypothesis relates to the role of time spent
in the country. As individuals stay longer in the host
country, we would expect their integration into society
to lead to convergence in self-employment rates with the
native-born (Clark et al. 2017). However, this conver-
gence process is unlikely to be equal for all groups based
on reason for immigration. We would expect recent mi-
grants from groups that face greater wage penalties in the
labour market, and that typically converge more gradual-
ly in waged earnings to the native-born (Ruiz and Vargas-
Silva 2018), to converge faster in terms of self-employ-
ment. This leads to the second hypothesis:

Hypothesis 2 (H2): Migrant groups that are less
rewarded in waged employment (e.g. asylum mi-
grants) will converge faster to the native-born in
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Fig. 1 Hourly earnings gap
between migrants and the UK-
born, by reason for immigration.
Estimated using the values from
Ruiz and Vargas-Silva (2018).
Two standard error confidence
interval included

4 As we assume that Gap _w > 0, it follows that πST > πAS in rows 2
and 3 of Table 1.
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their propensity to engage in self-employment,
compared to those that are more rewarded (e.g.
study migrants).

Our third hypothesis relates to the influencing role of
compatriot networks in determining self-employment.
Compatriot concentration at the local level may affect
the likelihood of engaging in self-employment for sev-
eral reasons, including possible consumer discrimina-
tion against self-employed individuals (Borjas and
Bronars 1989). For instance, consumers could prefer
buying goods and/or services from compatriots due to
unobserved reasons such as perceived quality or reli-
ability. In addition, self-employment often depends on
the availability of capital and access to compatriot net-
works may alleviate constraints to accessing finance
(Martín-Montaner et al. 2018; Volery 2007).

The presence of compatriot networks and their possi-
ble effect on self-employment versus waged employment
is likely to differ across individuals who migrated for
different reasons. In particular, the presence of networks
could also result in more opportunities for waged em-
ployment (Granovetter 1995). For instance, there is evi-
dence that migrants often work in businesses owned by
other migrants (Hansen and Cardenas 1988; Min 1989).

While networks can facilitate both waged and self-
employment, there is no a priori reason to expect that the
presence of networks will reverse the dynamics which
led to the formulation of H1. In fact, we would expect
the facilitating role of networks to magnify the impact of
differences in the reward to waged employment and
self-employment. In other words, groups with more
opportunities in waged employment are more likely to
use their network of compatriots to obtain waged em-
ployment, while those with fewer opportunities can use
this same network to enter into self-employment. This
leads to our next hypothesis:

Hypothesis 3 (H3): Compatriot concentration at
the local level is more likely to be positively asso-
ciated with self-employment for those groups that
are less rewarded in waged employment (i.e. asy-
lum migrants) than for those that are more
rewarded (e.g. study migrants).

We also expect labour market restrictions related to
the UK’s immigration policy to affect the self-
employment rates of different migrant groups. Overall,
these restrictions correspond to a combination of na-
tionality and reason for immigration. The main distinc-
tion lies between nationals of member states of the
European Union (EU) and nationals of non-EU coun-
tries. EU nationals have unrestricted rights to engage in
both employment and self-employment. For migrants
coming from outside the EU, access to waged employ-
ment and self-employment are strongly influenced by
route of entry, at least in the immediate years after
arrival.5 Based on current UK law, family migrants
from outside the EU have mostly unrestricted legal
access to waged employment and self-employment
from the moment they move to the UK. Current rules
also mean that students who are non-EU nationals have
limited legal access to waged employment (e.g. part-
time only) while they are studying and are excluded
from self-employment. For non-EU nationals, there are
visas that include options for waged and self-employ-
ment. However, the main visa category that allows
self-employment for this group (i.e. Tier 1 visa) is
strongly restricted.

After some years in the country, non-EU nationals are
eligible for indefinite leave to remain and this will

5 See Vargas-Silva (2016a) for information on policies used to regulate
migration for work from outside the EU. See Sumption and Vargas-
Silva (2019) for information on family reunification policies.

Table 1 Group more likely to engage in self-employment based on different scenarios

Gap in reward to self-employment

Gap _ π < 0 Gap _ π = 0 Gap _ π > 0
(A) (B) (C)

Gaps in rewards (1) Gap _w >Gap _ π Asylum Asylum Asylum

(2) Gap _w =Gap _ π N/A N/A Equal

(3) Gap _w <Gap _ π N/A N/A Study

Gap _w =wST −wAS, Gap _π =πST −πAS, wST(wAS) = rewards to waged employment of study (asylum) migrants, πST(πAS) = rewards
to self-employment of study (asylum) migrants
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provide them with full access to both waged and self-
employment.6 Short-term legal restrictions upon arrival
for those coming from outside the EU for work and
study reasons will impact how these individuals interact
with the labour market in the short-term and could also
lead to different employment trajectories in the long
term (including the likelihood of self-employment).
This leads to our last hypothesis:

Hypothesis 4 (H4): The propensity to engage in
self-employment will be higher for study and work
migrants coming from EU countries than for study
and work migrants coming from non-EU countries.

3 Data and methodology

We use the quarterly Labour Force Survey (LFS) of the
UK for the analysis. The LFS is the largest household
survey in the UK, and it is representative of the popula-
tion. Our analysis covers the period fromQ2 2007 to Q1
2018 (44 quarters). The survey contains a question on
reason for immigration, which was introduced as a one
off in Q2 2008 and permanently from Q1 2010. We take
advantage of the rotatory nature of the survey and assign
individuals who were surveyed in 2007 and 2009 the
responses they provided about their reason for immigra-
tion in 2008 or in 2010.

We define “natives” as UK-born individuals and
group the foreign-born by reason for migrating to the
UK: asylum, family re-unification, study, work and
other. Reason for immigration refers to the main reason
for moving to the UK. Respondents can only select one
category. One potential concern with the analysis is that
there could be measurement error in the reporting of
reason for immigration. Previous research (i.e. Ruiz and
Vargas-Silva 2018) suggests that this variable works
relatively well in capturing the actual migration route
of certain groups such as those who migrated for asy-
lum. In addition, as explained above, these categories
refer to reason for initial immigration, not actual visa
status or main activity. For instance, the large majority
of asylum migrants no longer have refugee status and
are UK citizens or have indefinite leave to remain.
Likewise, study migrants are not current students, as

we exclude those enrolled in educational programmes
from the analysis. These individuals initially came to the
UK for study reasons and subsequently stayed in the
country.

The sample is limited to employed respondents be-
tween the ages of 25 and 64. By restricting our sample to
employed individuals, we abstain from the discussion
about the determinants of labour market participation
for each of the groups. We recognise that this is an
important topic, but the issues affecting the decision to
enter employment and those affecting the choice be-
tween self-employment and waged employment are
not the same and we want to focus on the latter set of
issues. For foreign-born respondents, we impose the
additional restriction that migration must have occurred
at age 16 or later. This restriction limits the number of
cases in which the decision to migrate was taken by the
parents—the results are similar if we use a different age
threshold such as 18 years of age. As shown in Table 2,
the main base sample consists of 1,277,062 observations
on UK-born individuals and 155,017 observations on
foreign-born individuals. Of the foreign-born, 47% mi-
grated for work reasons, 25% for family reasons, 14%
for study and 4% for asylum reasons.

The main empirical analysis consists of estimating a
series of linear probability models with the dependent
variable being a dummy equal to one if the respondent is
in self-employment (yi). As shown in Table 2, and in line
with other studies, migrants in the UK are more likely to
engage in self-employment than the UK-born, but the
difference is not large (i.e. 15% vs 16%). This, however,
masks differences across groups based on reason for
immigration. For instance, 15% of those who migrated
for work reasons (i.e. “economic” migrants) are in self-
employment versus 23% of asylum migrants.

We start the analysis by estimating a series of regres-
sions along the following lines:

yi ¼ αþ φMi þ θX i þ γl þ δt þ σq þ ui: ð4Þ

Mi is a dummy variable indicating that the respondent
was not born in the UK. Xi represents a series of con-
trols, including age, education, ethnicity, gender, reli-
gion and a dummy for EU nationality. Table 3 reports
the means of individual characteristics for each of the
groups.7 We also include local authority dummies (γl),
year dummies (δt) and quarter dummies (σq) in the

6 For example, currently most non-EU nationals with work visas have
to wait for 5 years in order to apply for indefinite leave to remain.

7 Tables A1 and A5 in the online appendix provide the definitions of all
the variables and the correlation coefficients between these variables.
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estimations. All estimations include robust standard er-
rors. The coefficient φ provides information on differ-
ences in the propensity to engage in self-employment
between the foreign-born and the UK-born.

Next we explore the role of reason for immigration
and test our hypotheses. In order to test H1, we estimate:

yi ¼ αþ ∑5
j¼1β jRji þ θX i þ γl þ δt þ σq þ ui: ð5Þ

In this case, Rji are dummy variables indicating that
the respondent migrated for study, work, family, asylum
and other reasons. The control group are the UK-born.
The discussion of the estimates from Eq. (5) focuses on
the βs as these provide information on H1. Note that the
interpretation of these results is descriptive as there is no
exogenous factor affecting reason for immigration.

Next, we explore the role of length of residence in the
UK. For this purpose, we limit the analysis to UK-born
respondents and each of the migrant groups and esti-
mate:

yi ¼ αþ βRi þ τ1Ti þ τ2T2
i þ θX i þ γl þ δt þ σq

þ ui: ð6Þ
where Ti represents the number of years since the person
moved to the UK. This variable is set to zero for the UK-
born. The coefficients τ1 and τ2 provide information for
H2. We illustrate these relationships graphically for ease
of interpretation. The analysis relies on 44 cross sec-
tions, and while we are mindful of the fact that the
estimations are, as such, not adjusted for possible cohort
specific differences and cannot account for those within
each cohort who have returned to their country of origin,

it is still possible to identify several interesting patterns.8

Subsequently, we explore the implications of the
presence of compatriot networks for self-employment.
For this purpose, we limit the sample to foreign-born
respondents only and estimate the followiing:

yi ¼ αþ ∑5
j¼1β jRji þ κCi þ ∑5

j¼1χ jRji � Ci

þ θX i þ γl þ δt þ σq þ ui: ð7Þ

where Ci is the size of the compatriot population as a
share of the local authority’s population. The coefficient
on the interaction between Rji and Ci provides informa-
tion on H3. Location is not random for any of the groups
as individuals self-select into particular locations. For
this reason, we refrain from making statements about
causal relationships related to networks and emphasise
that the purpose is to explore the statistical association
between the presence of networks and self-employment.

Next, we separate the foreign-born sample between
those coming from EU and non-EU countries and esti-
mate regressions along the same lines of Eq. (5), with
UK-nationals who were born outside the UK excluded
from the sample. These estimations provide insights on
H4. Migrants from Iceland, Lichtenstein, Norway and
Switzerland are included in the EU group because they
have similar access to the UK labour market as EU
migrants. In the main estimations, we do not include
those who migrated for asylum as the sample is relative-

8 The Online Appendix reports the coefficients for τ1 and τ2
(Table A6). We also show the results for additional estimations using
duration in the UK as a percentage of the respondent’s age as an
alternative measure of duration in the country (Figure A1).

Table 2 Composition of sample

Observations Proportion of sample (in %) Proportion of self-employment (in %)

Full sample

UK-born 1,277,062 89.2 14.8

Foreign-born 155,017 10.8 16.2

Foreign-born, by reason for immigration

Study 22,189 14.3 15.7

Economic 72,529 46.8 15.1

Family 38,467 24.8 16.3

Asylum 6005 3.9 22.8

Other 15,827 10.2 19.5

All 1,432,079 100.0 15.0

The sample is limited to employed respondents between the ages of 25 and 64. For foreign-born respondents, we impose the additional
restriction that migration must have occurred at age 16 or later
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ly small for the EU group, but the Online Appendix
reports the regression results with this group included.

Finally, we limit the sample to those who are in self-
employment and examine the relationship between rea-
son for immigration and different types of self-employ-
ment. The LFS contains no information on earnings
from self-employment or motivations to enter self-em-
ployment. Therefore, we focus on two different aspects:
the number of workers employed by the self-employed
and the skill level of the self-employment activity. For
the number of workers employed, we start the analysis
by using a dummy equal to one if the respondent em-
ploys any additional workers as the dependent variable.
In a separate regression, we use a dummy equal to one if
the respondent employs more than ten additional
workers. For the skill level of the self-employment
activity, we use (1) a dummy equal to one if the activity
relates to managerial or professional tasks and (2) a
dummy equal to one if the activity relates to routine or
elementary tasks (e.g. cleaning, security), respectively,
in separate regressions.

4 Results

4.1 Likelihood of self-employment

Panel A of Table 4 shows that foreign-born individuals
are more likely to engage in self-employment than the
UK-born. Focusing on column 7, which includes the full
set of controls, the estimates suggest that the foreign-
born are 1.6 percentage points more likely to engage in
self-employment than the UK-born. However, this result

masks key differences among migrant groups with dif-
ferent reasons for immigration. Panel B of Table 4 re-
ports the results of the regressions that include the set of
dummies for reason for immigration (Eq. (5)). Focusing
again on column 7, estimates suggest that those who
migrated for study and work reasons are not much
different from the UK-born in their likelihood of engag-
ing in self-employment. On the other hand, those who
migrated for family reasons are 3 percentage points
more likely to engage in self-employment than the
UK-born. Those who migrated for asylum reasons are
6 percentage points more likely to do so. These results
support the argument made in H1, that is, the likelihood
of engaging in self-employment is greater for groups
that receive a lower reward in waged employment.

While not the main purpose of our analysis, some
interesting results are worth highlighting from the de-
mographic control variables. Females are 9 percentage
points less likely to engage in self-employment relative
to males. So are those who report their ethnicity as
Pakistani in comparison to the White-British group.9

Note that adding controls for ethnicity leads to some
changes in the coefficients of reason for immigration
(i.e. column 4 versus column 5). In particular, the like-
lihood of self-employment of asylummigrants increases
from 5.6 percentage points to 8.2 percentage points
(both relative to the UK-born), although with little
change to the overall story and patterns.10 Religion also
seems to play a role, with those identifying themselves

9 The category Pakistani refers to all those who identified with the
ethnic category, regardless of country of birth.
10 See Levie (2007) for further discussion of the role of ethnicity in
determining self-employment in the UK.

Table 3 Mean of key demographic characteristics

All Employees Self-employed

Age left education Age Male Age left education Age Male Age left education Age Male

UK-born 17.96 44.66 0.52 17.97 44.24 0.49 17.89 47.09 0.68

Foreign-born 20.44 40.42 0.53 20.51 40.04 0.51 20.06 42.35 0.66

Study migrant 22.43 39.81 0.52 22.47 39.25 0.51 22.23 42.85 0.61

Economic migrant 20.53 39.07 0.61 20.62 38.78 0.59 20.03 40.72 0.75

Family migrant 19.76 42.03 0.36 19.81 41.71 0.34 19.49 43.70 0.50

Asylum migrant 18.16 42.42 0.73 18.12 42.44 0.69 18.28 42.37 0.87

Other migrant 19.69 42.74 0.50 19.70 42.25 0.47 19.66 44.79 0.64

Total 18.22 44.20 0.52 18.24 43.79 0.49 18.14 46.53 0.68

Age left education refers to the age at which the respondent left continuous full-time education
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Table 4 Differences in the probability of self-employment relative to the UK-born

(1) (2) (3) (4) (5) (6) (7)

Panel A: Including foreign-born dummy

Foreign-born 0.014*** 0.013*** 0.007*** 0.017*** 0.021*** 0.026*** 0.016***

(14.08) (12.77) (6.68) (16.63) (17.68) (20.62) (9.15)

Panel B: Including reason for immigration dummies

Study migrant 0.009*** 0.008*** − 0.001 0.012*** 0.020*** 0.022*** 0.009***

(3.70) (3.27) (− 0.42) (4.66) (7.49) (8.20) (3.23)

Economic migrant 0.002* 0.001 − 0.004*** 0.002 0.008*** 0.015*** − 0.003
(1.69) (0.55) (− 3.22) (1.42) (5.32) (10.04) (− 1.34)

Family migrant 0.015*** 0.014*** 0.012*** 0.034*** 0.035*** 0.036*** 0.025***

(7.68) (7.14) (6.07) (17.37) (16.37) (16.63) (10.66)

Asylum migrant 0.080*** 0.078*** 0.073*** 0.056*** 0.082*** 0.070*** 0.063***

(14.70) (14.46) (13.46) (10.18) (14.52) (12.32) (10.92)

Other migrant 0.047*** 0.046*** 0.035*** 0.041*** 0.048*** 0.048*** 0.036***

(14.84) (14.57) (11.02) (12.98) (14.96) (14.91) (10.41)

Education − 0.000*** − 0.000*** − 0.000** − 0.000***
(− 4.38) (− 3.24) (− 2.53) (− 2.61)

Age of respondent 0.003*** 0.004*** 0.004*** 0.004***

(13.97) (15.00) (15.18) (15.62)

Age of respondent square − 0.000 − 0.000** − 0.000*** − 0.000***
(− 1.54) (− 2.54) (− 2.59) (− 2.92)

Female − 0.097*** − 0.095*** − 0.092*** − 0.092***
(− 166.43) (− 159.78) (− 152.04) (− 152.24)

Mixed race 0.006* 0.004 0.006

(1.71) (0.99) (1.47)

Indian − 0.028*** − 0.056*** − 0.047***
(− 12.38) (− 16.70) (− 13.64)

Pakistani 0.125*** 0.080*** 0.085***

(30.77) (15.03) (15.86)

Bangladeshi 0.023*** − 0.021*** − 0.015**
(3.49) (− 2.88) (− 1.98)

Chinese 0.011** 0.003 0.013**

(2.07) (0.52) (2.34)

Other Asian − 0.038*** − 0.052*** − 0.041***
(− 11.32) (− 14.46) (− 11.14)

Black afro/Caribbean − 0.061*** − 0.060*** − 0.053***
(− 27.41) (− 26.87) (− 22.95)

Other − 0.011*** − 0.028*** − 0.021***
(− 3.49) (− 8.35) (− 6.20)

Buddhist 0.038*** 0.040***

(6.93) (7.27)

Hindu 0.015*** 0.017***

(3.87) (4.41)

Jewish 0.093*** 0.095***

(14.89) (15.18)
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as Jewish and Sikh being about 9 to 10 percentage
points more likely to engage in self-employment com-
pared to Christians. Finally, EU nationals are 3 percent-
age points more likely to be in self-employment than
others. We do not report the coefficients for the control
variables in the remaining tables of the paper for reasons
of space.11

4.2 Length of residence in the UK

Figure 2 plots the combined estimated coefficients τ1
and τ2 as time in the UK increases. The zero line therein
represents UK-born workers as the benchmark.

Two general points emerge from Fig. 2. First, we note
that the recently arrived migrants have, on average, a
lower likelihood of self-employment than the UK-born
across all groups. Second, after 12 years in the country,
all migrant groups have higher average levels of self-
employment than the UK-born. The increase in self-
employment rates over time can relate to many factors

including changes in legal status (e.g. obtaining perma-
nent settlement or UK citizenship).

Regarding H2, note that the line is initially steepest for
asylum migrants and flattest for study migrants. In fact,
for most of the period in the figure, asylum migrants are
more likely to engage in self-employment than the other
groups. The dynamics suggested by Fig. 2 do not coin-
cide exactly with H2, as there is not a simple convergence
pattern to the UK-born for any of the groups. However,
there are clear differences in the adjustment in self-
employment rates for the different migrant groups as
length of residence in the UK increases.

4.3 Role of compatriot networks

Table 5 presents the results for the estimations in which
we include compatriot networks as an additional vari-
able, along with interactions between compatriot net-
works and the reason for immigration dummies. The
coefficients for these interactions shed light on H3. The
base category in this case is economic migrants. The
results suggest that a 1 percentage point increase in the
share of compatriots in the local authority of residence is
associated with a decrease in the likelihood of self-
employment of 0.6 percentage points for study migrants
(i.e. interaction between reason for immigration and
population share of compatriots). In comparison, a 1

11 Table A2 in the online appendix reports the results from a regression
that includes country of origin controls. We cannot include the UK-
born in this estimation and therefore use those who migrated for work
reasons as the control group. The result (i.e. ranking) is consistent with
our earlier findings. The results also remain robust to clustering stan-
dard errors at the region of residence level and to restricting the sample
to observations from the first wave of the rotatory panel sample—see
online appendix Tables A3 and A4.

Table 4 (continued)

(1) (2) (3) (4) (5) (6) (7)

Muslim 0.054*** 0.056***

(14.64) (15.16)

Sikh 0.088*** 0.085***

(16.36) (15.75)

Any other religion 0.063*** 0.064***

(20.04) (20.15)

No religion at all 0.013*** 0.013***

(17.99) (18.53)

EU national 0.027***

(11.62)

Year dummy No Yes Yes Yes Yes Yes Yes

Quarter dummy No Yes Yes Yes Yes Yes Yes

LA dummy No No Yes Yes Yes Yes Yes

Observations 1,432,079 1,432,079 1,432,079 1,424,949 1,372,343 1,330,453 1,330,384

The table shows the coefficients and t-statistics (in parenthesis) from linear probability models. The sample comprises those in employment.
The base group is UK-born. The dependent variable is a dummy, which takes value 1 for those in self-employment

*p < 0.1; **p < 0.05; ***p < 0.01 statistical significance levels
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percentage point increase in the of share compatriots in
the local authority of residence is associated with an
increase in this likelihood of 0.5 percentage points for
asylum migrants.

These results are in line with the argument that com-
patriot networks may play dissimilar roles for individuals
who migrated for different reasons and, in essence, aug-
ment differences across groups (H3).We reiterate that this
estimate captures a conditional correlation given that the
location of individuals across the UK is not random.

4.4 EU and non-EU

Table 6 replicates the analysis from Eqs. (4) and (5)
separately for migrants coming from EU and non-EU
countries. Looking at panel A, we see that those coming
from the EU are more likely to engage in self-
employment than the UK-born (column 2), while those
coming from outside the EU are as likely as the UK-
born to engage in self-employment (column 4).

Concerning H4, the results suggest that immigration
policy and related initial restrictions could play a key
role in determining the self-employment rate of mi-
grants. The results are consistent with H4, as study and
economic EU migrants have a higher propensity of self-
employment compared to their non-EU counterparts.
The differences are substantial. For instance, while eco-
nomic migrants from the EU are 2 percentage points
more likely than the UK-born to engage in self-employ-
ment, those from outside the EU are 2 percentage points
less likely to engage in self-employment. As explained
above, non-EU economic and study migrants face major
initial legal restrictions on taking self-employment.

4.5 Characteristics of self-employment

This section limits the sample to only those who are in
self-employment and examine how reason for immigra-
tion relates to different characteristics of self-employ-
ment. In general, self-employed foreign-born individuals
are less likely to have employees compared to the UK
born. Looking into the more nuanced analysis, the esti-
mates in column 1 of Table 7 suggest that whereas those
who migrated for asylum reasons are 5 percentage points
more likely than the UK-born to employ someone else,
those who migrated for economic reasons are 5 percent-
age points less likely to do so. The gap for those who
migrated for economic reasons declines to 2 percentage
points and that for those who migrated for asylum fades
away, when we account for the full set of controls
(column 2). In columns 3 and 4, the dependent variable
indicates whether the respondent employs more than 10
workers. The results suggest that migrants who are in
self-employment are less likely to employ more than 10
workers relative to the UK-born. This does not vary
much by reason for immigration. All migrant groups
are close to 2 or 3 percentage points less likely to employ
more than 10 workers relative to the UK-born.

Turning to results on the skill level of the self-
employment activity, Table 8 suggests that migrants
who are in self-employment are 7 percentage points less
likely to be doing managerial or professional tasks than
the UK-born. The gap is substantially larger for those
who migrated for asylum reasons (16 percentage
points), compared to those who migrated for work or
study reasons. Consistent with this, the self-employed
who migrated for asylum reasons are 24 percentage
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points more likely to be doing routine or elementary
tasks relative to the UK born, a coefficient that is higher
than that of the other migrant groups.

5 Conclusion

Our analysis suggests that differences in reason for
immigration are an important determinant of self-

employment among the UK’s foreign-born workforce.
The results suggest that expected differences in the
reward to waged employment are likely to play a key
role in this regard. Groups more likely to earn a higher
reward in waged employment (i.e. study and economic
migrants) are less likely to engage in self-employment,
compared to those likely to be less rewarded (i.e. family
and asylum migrants). The implications of compatriot
networks and length of residence in the UK for the
likelihood of self-employment also seem to be affected
by reason for immigration. Overall, our results suggest
that failing to account for reason for immigration can
mask important factors related to the self-employment
behaviour of migrants.

The results of the paper have implications for
policymakers, the response of European countries to

Table 5 Relationship between the presence compatriots and the
probability of self-employment (foreign-born only). Comparison
group is economic migrants

(1) (2)

Study migrant 0.034*** 0.034***

(8.47) (8.60)

Family migrant 0.033*** 0.034***

(9.81) (9.94)

Asylum migrant 0.044*** 0.044***

(5.01) (5.10)

Other migrant 0.029*** 0.029***

(5.79) (5.83)

Population share of compatriots
(PSC)

0.171*** − 0.066
(3.84) (− 0.95)

Total compatriots in LA 0.000002***

(4.11)

Study migrants × PSC − 0.561*** − 0.593***
(− 6.11) (− 6.40)

Family migrants × PSC − 0.340*** − 0.360***
(− 5.55) (− 5.87)

Asylum migrants × PSC 0.516* 0.507*

(1.86) (1.83)

Other migrants × PSC 0.157 0.149

(1.43) (1.36)

Demographic controls Yes Yes

Year dummy Yes Yes

Quarter dummy Yes Yes

LA dummy Yes Yes

Observations 144,426 144,426

The table shows the coefficients and t-statistics (in parenthesis)
from linear probability models. The sample comprises those in
employment. The base group is economic migrants. The depen-
dent variable is a dummy, which takes value 1 for those in self-
employment. The coefficients of interest are the interactions be-
tween reason for immigration and population share of compatriots
(PSC)

*p < 0.1; **p < 0.05; ***p < 0.01 statistical significance levels

Table 6 Differences in the probability of self-employment rela-
tive to the UK-born (foreign-born grouped into EU-born and non-
EU-born)

UK-born and EU
migrants sample

UK-born and non-EU
migrants sample

(1) (2) (3) (4)

Panel A: Including foreign-born dummy

Foreign-born 0.011*** 0.030*** − 0.010*** 0.003

(7.77) (18.81) (− 5.85) (1.11)

Panel B: Including reason for immigration dummies

Study
migrant

− 0.002 0.018*** − 0.016*** 0.001

(− 0.51) (3.98) (− 4.21) (0.27)

Economic
migrant

0.008*** 0.023*** − 0.020*** − 0.018***
(4.81) (12.41) (− 7.49) (− 5.70)

Family
migrant

0.013*** 0.052*** − 0.015*** 0.009***

(3.21) (12.50) (− 5.08) (2.83)

Other
migrant

0.047*** 0.058*** 0.051*** 0.049***

(9.04) (10.92) (8.54) (8.15)

Demographic
controls

No Yes No Yes

Year dummy No Yes No Yes

Quarter
dummy

No Yes No Yes

LA dummy No Yes No Yes

Observations 1,342,134 1,245,859 1,319,440 1,225,556

The table shows the coefficients and t-statistics (in parenthesis)
from linear probability models. The sample comprises those in
employment. The base group is the UK-born. The dependent
variable is a dummy, which takes value 1 for those in self-
employment

*p < 0.1; **p < 0.05; ***p < 0.01 statistical significance levels
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the “refugee crisis” and Brexit. The discussion below
explores each of these areas.

5.1 Policymakers

The analysis suggests that route of entry into a country
reflects a certain degree of common interests, social
experiences, and legal restrictions that may affect the
likelihood of engaging in self-employment in the short
and long terms. Therefore, original reason for immigra-
tion should be a consideration in the creation of policies
that aim to boost migrant entrepreneurship.

5.2 The refugee crisis

There has been a recent increase in the number of
asylum applications in the EU because of the number
of conflicts near Europe (i.e. the refugee crisis). Our
results suggest that employed asylum migrants are

substantially more likely to engage in self-employment
than other migrants. Should these patterns also hold for
refugees in other European countries (e.g. Germany),
then the recent increase in asylum applications might
result in an increase in the overall self-employment rate
of migrants in Europe. A better understanding of self-
employment dynamics of refugees would help in ad-
dressing issues of labour market integration for those
obtaining asylum in EU countries.

5.3 Brexit

The analysis suggests that migrants coming from EU
countries have a higher propensity to engage in self-
employment compared to migrants from non-EU coun-
tries. This is the case regardless of reason for immigra-
tion, which suggests that a post-Brexit system that
makes it overall more difficult for EU nationals to

Table 7 Probability of having employees given self-employed

Has employees Has more than 10 employees

(1) (2) (3) (4)

Panel A: Including foreign-born dummy

Foreign-born − 0.022*** − 0.025*** − 0.015*** − 0.026***
(− 8.83) (− 5.47) (− 12.74) (− 10.74)

Panel B: Including reason for immigration dummies

Study migrant 0.033*** − 0.002 0.004 − 0.028***
(4.63) (− 0.30) (1.04) (− 6.45)

Economic migrant − 0.047*** − 0.023*** − 0.014*** − 0.022***
(− 13.47) (− 3.90) (− 8.18) (− 6.89)

Family migrant − 0.018*** − 0.035*** − 0.022*** − 0.026***
(− 3.76) (− 5.94) (− 10.55) (− 9.13)

Asylum migrant 0.051*** − 0.009 − 0.026*** − 0.033***
(4.39) (− 0.70) (− 6.70) (− 6.18)

Other migrant − 0.039*** − 0.034*** − 0.023*** − 0.030***
(− 5.90) (− 4.59) (− 8.29) (− 8.26)

Demographic controls No Yes No Yes

Year dummy No Yes No Yes

Quarter dummy No Yes No Yes

LA dummy No Yes No Yes

Observations 214,380 198,479 214,021 198,184

The table shows the coefficients and t-statistics (in parenthesis) from linear probability models. The sample comprises those in self-
employment. The base group is the UK-born. The dependent variable is a dummy, which takes value 1 for those who report (1) having
employees other than own partner in columns 1 and 2; and (2) having more than 10 employees in columns 3 and 4

*p < 0.1; **p < 0.05; ***p < 0.01 statistical significance levels
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migrate to the UK could reduce the self-employment
rate of the UK’s foreign-born population in the future.

5.4 Future research

The analysis in this paper reveals several areas for future
research. First, our analysis is limited to self-employment
and future research can explore how reason for immigra-
tion relates to other definitions of entrepreneurship. Sec-
ond, the role of different types of networks, such as those
with high versus low self-employment intensity
(Toussaint-Comeau 2012), could vary based on reason
for immigration. Again, future research can explore this
aspect. Third, the LFS does not include information on
earnings from self-employment and, as such, it is not
possible to explore the link between reason for immigra-
tion and earnings from self-employment. Data collection
efforts should consider this gap. Finally, the UK immi-
gration system shares similarities with those of other

high-income countries, but there are also differences re-
lated to access to self-employment of different migrant
groups, among others. Conducting the same type of
research in other countries can provide insights on wheth-
er the findings here may hold in a different context.
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Table 8 Reason for immigration and occupation type of job (self-employed respondents only)

Professional or managerial Routine or elementary

(1) (2) (3) (4)

Panel A: Including foreign-born dummy

Foreign-born − 0.003 − 0.074*** 0.103*** 0.080***

(− 0.93) (− 14.25) (32.72) (16.18)

Panel B: Including reason for immigration dummies

Study migrant 0.143*** − 0.047*** − 0.015** 0.035***

(17.36) (− 5.11) (− 2.06) (4.22)

Economic migrant − 0.005 − 0.045*** 0.080*** 0.090***

(− 1.29) (− 6.76) (17.57) (14.34)

Family migrant − 0.041*** − 0.095*** 0.174*** 0.067***

(− 8.18) (− 14.39) (27.59) (9.35)

Asylum migrant − 0.142*** − 0.163*** 0.301*** 0.239***

(− 18.73) (− 14.49) (22.30) (15.75)

Other migrant − 0.018** − 0.082*** 0.087*** 0.072***

(− 2.45) (− 9.71) (10.16) (8.07)

Demographic controls No Yes No Yes

Year dummy No Yes No Yes

Quarter dummy No Yes No Yes

LA dummy No Yes No Yes

Observations 214,410 198,507 214,410 198,507

The table shows the coefficients and t-statistics (in parenthesis) from linear probability models. The sample comprises those in self-
employment. The base group is the UK-born. The dependent variable is a dummy, which takes value 1 for those who report (1) being in a
professional or managerial occupation in columns 1 and 2; and (2) being in a routine and elemental occupation in columns 3 and 4

*p < 0.1; **p < 0.05; ***p < 0.01 statistical significance levels
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