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Analytical
Overview

Take-Aways
	Successful immigrant entrepreneurs include a number of Silicon Valley moguls. But this group is not representative of all immigrant entrepreneurs.
	Although immigrant-founded firms are more likely to obtain venture capital funding, they don’t necessarily achieve more favorable outcomes than native-founded companies do.
	Immigrant-led companies are also more challenged to generate employment growth, with not many of their businesses rising above the 100-employee mark.
	Immigrants tend to get into riskier lines of business, possibly because of their greater risk tolerance or because they have fewer employment options.
	Enterprises started by immigrants who entered the United States as children tend to be more successful than those of older émigrés.


Recommendation
Academics Sari Pekkala Kerr and William R. Kerr shed some preliminary but much-needed light on the topic of immigration, particularly as it relates to those immigrants who start businesses in the United States. Their analysis tackles such issues as what employment prospects these immigrant entrepreneurs create for others and whether age at immigration influences entrepreneurial success. However, their report ends up raising more questions than it can answer with its data-based approach. Nonetheless, getAbstract suggests this ambitious study to officials, economists and entrepreneurs – both foreign- and native-born.

Summary
Immigration is a hot-button topic in the media and in government, with proponents crediting immigrant entrepreneurship with creating jobs in the United States. State initiatives to encourage such free enterprise seek to lower the hurdles that keep immigrants from owning businesses, such as their lack of language fluency or inability to manage the legal landscape. Success stories of immigrant entrepreneurs include those of Google co-founder Sergey Brin and other Silicon Valley moguls. But this group is not representative of all immigrant entrepreneurs.
“Many policy makers believe that immigrant founders are an important and underutilized lever for the revival of US job growth and continued recovery from the Great Recession.”

Research shows some intriguing distinctions, “albeit tentative and noncausal,” between immigrant-founded businesses and those started by natives. Immigrants’ firms were more volatile and had higher failure rates. The companies that survived, though, produced more jobs than native firms did. Although immigrant-led firms were more likely to obtain venture capital funding, they didn’t necessarily achieve more favorable outcomes as a result, and these businesses were less likely to employ more than 100 workers. This suggests that any impact on the jobless rate from immigrant-founded enterprises is more a result of the number of firms rather than the contributions of any one business.
“The self-selection process of international migration leads to a pool of foreign-born individuals in the United States who have a greater tolerance for risk and uncertainty than the average US native.”

Immigrants tend to opt for riskier industries and cities in which to set up their ventures because they may be more comfortable than the general population with taking chances. This risk taking could also spring from migrants’ more limited job options as a result of language barriers, low social status or the reduced marketability of their educational qualifications in the United States.
“Immigrant entrepreneurs appear to specialize in a narrower range of industries or occupations compared to native entrepreneurs.”

On the other hand, the strong links within immigrant social networks might help them better handle the risks. Migrants who entered the country as children and later started firms with fewer than 10 employees tended to get better entrepreneurial results, with fewer failed businesses, than immigrants who arrived as adults.

About the Authors
Sari Pekkala Kerr is a senior research scientist at Wellesley College. William R. Kerr is a Harvard Business School professor.
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