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Immigrants and entrepreneurship
Business ownership is higher among immigrants,

but promoting self-employment is unlikely to improve outcomes for the less skilled

Magnus Lofstrom, Chunbei Wang
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Elevator pitch

“Immigrants are widely perceived to be highly entrepreneurial, contributing to economic growth and innovation, and self-employment
is often viewed as a means of enhancing labor market integration and success among immigrants. Accordingly, many countries have
established special visas and entry requirements to attract immigrant entrepreneurs. Research supports some of these stances, but
expectations may be too high. There is no strong evidence that self-employment is an effective tool of upward economic mobility
among low-skilled immigrants. More broadly prioritizing high-skilled immigrants may prove to be more successful than focusing on
entrepreneurship.

Key findings

Pros

· Business ownership is higher among foreign-born than native-born workers.

· Entrepreneurship positively affects labor market integration.

· High-skilled immigrants contribute to innovation.

Cons

· Many immigrant business owners are low-skilled, with low income.
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· Business ownership is not an effective tool for significantly improving the economic outcomes of low-skilled immigrants.

· The effectiveness of immigrant entrepreneurship visa programs is unknown.

Authors’ main message

Research finds that immigrants are entrepreneurial, as measured by business ownership. There is little credible research showing
much of a downside to such entrepreneurship and much research pointing to significant positive contributions. However, promoting
self-employment has not been shown to lead to widespread improvements in economic outcomes for less-skilled immigrants. Until
strong evidence emerges that special visa programs lead to the greatest economic gains from immigration, policymakers may want
to focus on education and skills as entry criteria, consistently strong predictors of immigrant success.”

Summary and policy advice

“Immigrant entrepreneurs make a significant positive contribution to their host country economy. Immigrants are more likely to own
businesses than their native counterparts, and this business ownership contributes to economic integration. High-skilled immigrants
have contributed to the high-tech sector and to innovation, as measured by growth in patenting and in science and engineering.
However, there is no strong evidence that self-employment is a very effective tool of upward economic mobility among those in
greatest need of such assistance: low-skilled immigrants.

Until there is strong and reliable evidence of the success of visa programs designed to attract high-skilled entrepreneurs, and of the
criteria that work best to achieve this goal, policymakers may want to pursue other strategies to realize the greatest economic gains
from immigration. Since education is consistently found to be a strong predictor of immigrant success, among both business owners
and wage earners, polices targeting high-skilled immigrants more broadly might prove more successful than policies with a narrow
focus on entrepreneurship.

So what can policymakers do to attract high-skilled migrants? This is not an easy task as migration choices are partly determined by
factors difficult to affect through immigration policy (factors such as income distribution, language, native sentiments toward
immigrants, location characteristics, and choices of previous migrants, to name only a few). Nonetheless, policies that could increase
the number and share of high-skilled immigrants include efforts to streamline pathways from non-immigrant status (such as student
visas and employment-based temporary work visas, such as the H-1B program in the US) to permanent status.

Furthermore, since migration decisions often involve a family, making the move more attractive to spouses is another strategy that
might entice high-skilled migrants. Since the spouses of many highly educated workers are also highly educated, extending the right
to work to their spouses is also likely to encourage additional high-skilled migration.

More specifically, providing work permits with a pathway to citizenship to graduates with specific degrees and experience deemed
particularly valuable to the host countries’ economies is one possible policy strategy. In many developed countries, the opportunities
to stay and work are quite limited for students who have just completed college degrees in the country. These graduates are not only,
essentially by definition, high-skilled, but have also gained fluency in the local language and quite possibly generated valuable
cultural and labor market insights. These are all factors associated with greater odds for successful integration and quite possibly for
high-skilled business start-ups.

Successfully implementing such a strategy in the US, however, would necessitate addressing the numerical limits on employment-
based green cards for each sending country, which currently prevents many immigrants from large source countries of students and
H-1B workers such as China, India, Korea, and the Philippines from obtaining green cards. The uncertainty of obtaining permanent
status may not only make the receiving country less attractive to some very productive would-be immigrants, it may also deter long-
term investments, such as for business start-ups.”

View or download the full article | Consulter ou télécharger l’article complet (en anglais) :
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https://wol.iza.org/articles/immigrants-and-entrepreneurship
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For more information

Research at a Glance is designed to inform the Immigration, Refugees and Citizenship Canada (IRCC) community and other
interested parties about recently published, policy-relevant research from government, academic and NGO sources. The views
expressed in the documents described do not necessarily reflect those of IRCC.

Please forward this message to colleagues who may be interested in subscribing to Research at a Glance.

If you have a relevant topic that you would like us to share, please submit it to Research-Recherche@cic.gc.ca.

For IRCC employees:

· Archived PDF: http://gcdocs2.ci.gc.ca/otcs/cs.exe/overview/294753924

· Search the complete Research at a Glance Archive

Pour de plus amples renseignements

Recherche en un coup d’œil vise à informer la communauté d’Immigration, Réfugiés et Citoyenneté Canada (IRCC) et autres
parties intéressées à des recherches pertinentes pour les politiques récemment publiées par des sources gouvernementales,
universitaires et d’ONG. Les opinions exprimées dans les documents décrits ne reflètent pas nécessairement celles d’IRCC.

Veuillez transmettre ce message à vos collègues qui pourraient être intéressés à s’inscrire à Recherche en un coup d’œil.
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Si vous avez un sujet que vous souhaitez que nous partagions, veuillez le soumettre à Research-Recherche@cic.gc.ca.

Pour les employés d’IRCC :

· PDF archivé (en anglais) : http://gcdocs2.ci.gc.ca/otcs/cs.exe/overview/294753924

· Effectuer une recherche dans l’archive complète de Recherche en un coup d’œil
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